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Analysts no\\- espect Mesico's 
economy to esp:incl by 4% in 1996, 
although even the Mexican govern- 
ment's st:ited go:d o f  3% \v>is previ- 
ously vier\.ccl nith sliepticism. Such 
growth in spending v ~ o ~ ~ l c l  ease 
pressure on  banlis :lnd consumers 
who  arc still struggling with high 
levels of p:ist-ci~~e loans. 

A n  :isray of goverrlment pro- 
gmms 11:ivc heen clevelopecl to re- 
1~~1rc11;ise psst-clue loans from hanlis, 
encourage injection of new capital, 

ancl krcilitate restructuring of loans. 
Altl~ougl~ the Mexican financial sys- 
tcIn 11;~s been somewhat stabilized 
hy these programs, its continued 
irnprovwiient is closely related to 
macroeconomic developments. In 
p;~rtic~~lzir, lower interest rates would 
malie it  easier for Mexican debtors 
to refinance or repay their loans. 

C:lpit:ll inflo\vs, which reflect for- 
eigner.~' \villingness to invest in Mex- 
ico, coi~lcl help to lower interest rates 
:inel stal~ilize the peso. FIowever. 

monet:u-y policy must prevent such 
inflows Il-or11 increasing the blexican 
money s ~ ~ p p l y  if the current acco~rrlt 
I,alance is to continue improving. 
An incre:~secl money supply would 
1e:icl in\.cstors to espect higher infla- 
tion ancl higher interest rates, ancl 
thus coulcl lower expenditures on  
~xocluctivity-e11112111cing investments. 
'I'his in turn \\-auld endanger im- 
psc've~inent in export competitive- 
ness ancl threaten a loss of confi- 
clence in hlesico's recovery. 
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