
Mexico’s treasury department, Secretaría deHacienda y Crédito
Público (SHCP), is questioning the 30-day grace period insurance
companies currently allow clients in paying premiums, according to
recent reports on the website ofEl Asegurador. Under current law,
policies are automatically cancelled if premiums are not paid within
30 days from policy inception.Many insurance companies allow an
additional 15 days. The government is considering eliminating the
grace period as a way to combat the loosening of the typical payment
standards in local insurance transactions.

Elimination of the grace periodwould create an unusually strict
systemwhereby policies would automatically be cancelled if
premiumswere not paid at inception.Most observers believe the
government is unlikely to ultimately take whatmanywould consider
a severe step.

INCONSISTENT RATES
CREATE UNSTABLE
MARKETPLACE
Mexican insurers often charge drastically different rates from the
rest of the globalmarketplace, reflecting inconsistent underwriting
protocols and creating an unstable localmarketplace. Earthquake
rates are 50%-60% lower than average rates, according to Luis
Alvarez, Property Director of the AMIS (Mexican Insurance
Institutions), in a recent piece on the AMISwebsite.Meanwhile,
rates for hydro-related perils (flood, rain, hurricane, etc.) are higher
thanmarket averages in some areas of the country.

In some cases, insurers discover they are undercharging and
suddenly raise their rates, threatening their relationship with clients.
In other cases, clients are realizing they can get better rates outside
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of Mexico and the local marketplace is
losing valuable premiums. This is
especially common with foreign-owned
tourist hotels that can easily look to their
home country for coverage. Industry
analysts express hope that Mexican
insurers will adopt more consistent
underwriting practices in an effort to
counter this instability.

NEW BORDER
CROSSING
RULES
A new rule requires travelers to present a
passport or other approved secure
document proving citizenship and
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identity for all land and sea travel into the U.S. The U.S. Department
of Homeland Security (DHS) and the U.S. Department of State (DOS)
recently announced a final rule for the land and sea portion of the
Western Hemisphere Travel Initiative (WHTI), extending document
requirements to include previously exempt citizens of the U.S.,
Canada and Bermuda. The new document requirements will be
effective June 1, 2009. WHTI is a core 9/11 Commission
recommendation.

U.S. RECESSION:
MODERATE IMPACT IN
MEXICO 
The U.S. recession will have only a moderate effect on the Mexican
macro economy, but will have an notable impact on insurance in
Mexico, according to Rafael Lecuona, Economy Sciences Faculty
Director for the Anahuac University. In a recent report by El
Asegurador, lower demand for Mexican products will reduce
manufacturing and exports, which will reduce the demand for
insurance to cover these activities. 

THE LACK OF
MANDATORY AUTO
INSURANCE IS
EXPENSIVE 
Buying auto insurance can be expensive, but having no insurance
can, in the long run, be even more expensive. This was a major theme
of a recent AMIS convention. The absence of a third-party liability
mandatory insurance rule is expensive for the state and for the
families of individuals hurt in auto accidents.
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Most countries in the Americas require
auto liability covearge.  Only Uruguay,
Paraguay, El Salvador, Costa Rica,
Dominican Republic, Jamaica and México
do not.

Convention attendees reviewed several
key issues.

• Motor vehicle accidents are a 
leading cause of death and serious 
injury in Mexico.  Despite a myriad 
of prevention efforts, the number 
of accidents grows.

• The social importance of an 
automobile third-party liability 
mandatory insurance is clear. To 
start, mandatory insurance would 
ensure payment by those who 
cause accidents and who otherwise 
would default on their financial 
responsibility, leaving the costs to 
the state and to other, often 
innocent, victims. This burden on 
state health services impacts what 
the state can bring to the injured 
with no medical insurance.

• Mandatory insurance eliminates 
not just the costs to the state (e.g., 
ambulances, hospitals, funeral
expenses), but also to the families 
of traffic-accident victims that, in 
many cases, are forced to pay the 
medical or funeral expenses.

MEXICO AND
EU TO FIGHT
CLIMATE
CHANGE 
Mexico and other Latin American
countries are joining with the European
Union (EU) to combat global climate
change. At a recent meeting of Latin
American countries in Peru, EU and Latin
American leaders signed an agreement
forming a strategic society to address
environmental issues, according to online
reports by El Economista. Among the
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group’s first goals will be the creation of an environmental action
plan to address climate change. The group will also focus on bio fuel
issues and will seek adoption of sustainable criteria for bio fuel
production. 

This issue was compiled by Edgar Garcia, International Area Manager,
Group Willis Mexico, Division Ciudad Juarez.

Mexico eBulletin provides a general overview and discussion on a wide
range of topics. It is not intended, and should not be used, as a
substitute for legal or tax advice in any specific situation.
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