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The information in this prospectus supplement is not complete and may be changed. This prospectus supplement is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where
the offer or sale is not permitted.

Filed pursuant to Rule 424(b)(5)
Registration No. 333-159960
SUBJECT TO COMPLETION, DATED APRIL 12, 2010
Prospectus Supplement to Prospectus dated June 12, 2009

Shares
DEPOSITARY SHARES, EACH REPRESENTING 1/40THOF A SHARE OF
CONTINGENT CONVERTIBLE PERPETUAL NON-CUMULATIVE
PREFERRED STOCK, SERIES D

We are offering depositary shares, each of which represents a 1/40" interest in a share of our Contingent
Convertible Perpetual Non-Cumulative Preferred Stock, Series D, no par value, $1,000 liquidation preference per
share ( Preferred Stock ). The Preferred Stock is not redeemable. Each depositary share entitles the holder, through
the depositary, to a proportional fractional interest in all rights and preferences of the Preferred Stock represented
thereby, including conversion, dividend, liquidation and voting rights.

On the fifth business day after which holders of our common stock, par value $0.01 per share ( Common Stock ),
approve an amendment to our certificate of incorporation to increase the number of authorized shares of Common
Stock to permit the full conversion of the Preferred Stock into Common Stock, the Preferred Stock will
automatically convert into shares of our Common Stock at a conversion rate of shares of Common Stock for
each share of Preferred Stock (equivalent to a conversion rate of shares of Common Stock for each
depositary share), subject to adjustment as described herein.

Dividends on the Preferred Stock represented by the depositary shares will be payable on a non-cumulative basis,
when, as and if declared by our Board of Directors. Our Board of Directors may not declare and pay any dividend
or make any distribution (including, but not limited to, regular quarterly dividends) in respect of our Common
Stock, whether in the form of cash or securities or any other form of property or assets, unless our Board of
Directors declares and pays a dividend or makes a distribution, as applicable, to the holders of the Preferred Stock
represented by the depositary shares at the same time and on the same terms as holders of the Common Stock, in
an amount per share of Preferred Stock represented by the depositary shares equal to the product of (i) the
dividend or distribution, as applicable, declared and paid or made in respect of each share of Common Stock and
(ii) the number of shares of Common Stock into which such share of Preferred Stock represented by the depositary
shares is then convertible ( as-if-converted dividends ). If the Preferred Stock represented by the depositary shares
has not been converted in full into Common Stock by September 15, 2010, special dividends thereafter will be
payable on the Preferred Stock represented by the depositary shares, in addition to the as-if-converted dividends
described above, when, as and if declared by our Board of Directors, on the terms described herein under
Description of the Preferred Stock Dividends. Currently, we have suspended paying dividends on our Common
Stock and existing preferred stock. We have no plans to resume these dividend payments. As a result, as an investor
in the depositary shares representing the Preferred Stock, you should not expect to receive any dividends in
connection with your investment in the depositary shares or any Common Stock issued upon conversion of the
Preferred Stock. See Risk Factors Risks Related to the Offering Dividends on our Common Stock and existing
preferred stock have been suspended and you should not expect to receive funds in connection with your
investment in the depositary shares representing the Preferred Stock or any Common Stock issued upon conversion
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without selling your shares.

There is currently no public market for the depositary shares or the Preferred Stock. We intend to apply to list the
depositary shares representing the Preferred Stock on the Nasdaq Stock Market ( Nasdaq ) under the symbol

Our Common Stock trades on Nasdaq under the symbol BPOP . As of April 9, 2010, the last reported sale price for
our Common Stock on Nasdaq was $3.08 per share.

Investing in the depositary shares, the Preferred Stock and the Common Stock issuable upon conversion of the
Preferred Stock involves significant risks. See Risk Factors beginning on page S-7 of this prospectus supplement.

None of the depositary shares, the shares of Preferred Stock that they represent or the shares of Common Stock
issuable upon conversion of the Preferred Stock are savings accounts, deposits or other obligations of any of our
bank or non-bank subsidiaries and none are insured by the Federal Deposit Insurance Corporation or any other
governmental agency.

Neither the Securities and Exchange Commission, any state or Commonwealth of Puerto Rico securities
commission, the Federal Deposit Insurance Corporation, the Board of Governors of the Federal Reserve System
nor any other regulatory body has approved or disapproved of these securities or the adequacy or accuracy of this
prospectus supplement and the accompanying prospectus. Any representation to the contrary is a criminal offense.

Per Share Total

Initial public offering price $ $
Underwriting discount $ $
Proceeds, before expenses, to Popular, Inc. $ $

To the extent the underwriters sell more than depositary shares, the underwriters have the option to purchase up
to  additional depositary shares from us at the initial public offering price less the underwriting discount within

30 days of the date of this prospectus supplement solely to cover over-allotments.

The underwriters expect to deliver the depositary shares against payment through the facilities of The Depository
Trust Company in New York, New York on April , 2010.

Sole Bookrunning Manager
MORGAN STANLEY
KEEFE, BRUYETTE & WOODS POPULAR SECURITIES UBS INVESTMENT BANK

Prospectus Supplement dated April , 2010
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You should rely only on the information contained in or incorporated by reference into this prospectus

supplement or the accompanying prospectus. We have not authorized anyone to provide you with any
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additional or different information. You should not assume that the information contained or incorporated by
reference in this prospectus supplement or the accompanying prospectus is accurate as of any date other than
the respective dates thereof. We are not making an offer of these securities in any jurisdiction where such offer
is not permitted.

In this prospectus, unless otherwise stated or the context otherwise requires, Corporation, Popular, we, us and our
refer to Popular, Inc. and its subsidiaries.
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FORWARD-LOOKING STATEMENTS

The information included or incorporated by reference in this prospectus supplement and the accompanying
prospectus contains certain forward-looking statements within the meaning of the Private Securities Litigation Reform
Act of 1995. These statements are based on management s current expectations and involve certain risks and
uncertainties that may cause actual results to differ materially from those expressed in forward-looking statements.
Factors that might cause such a difference include, but are not limited to:

the rate of growth in the economy and employment, as well as general business and economic conditions;

changes in interest rates, as well as the magnitude of such changes;

the fiscal and monetary policies of the federal government and its agencies;

changes in federal bank regulatory and supervisory policies, including required levels of capital;

regulatory approvals that may be necessary to undertake certain actions or consummate strategic transactions
such as acquisitions and dispositions;

the relative strength or weakness of the consumer and commercial credit sectors and of the real estate markets
in Puerto Rico and the other markets in which borrowers are located;

the performance of the stock and bond markets;

competition in the financial services industry;

additional Federal Deposit Insurance Corporation (  FDIC ) assessments;

possible legislative, tax or regulatory changes; and

difficulties in combining the operations of acquired entities.
Investors should refer to the section entitled Risk Factors in this prospectus supplement and in the documents we file
with the Securities and Exchange Commission (the SEC ) that are incorporated by reference herein for a discussion of

such factors and certain risks and uncertainties to which we are subject.

Moreover, the outcome of legal proceedings is inherently uncertain and depends on judicial interpretations of law and
the findings of regulators, judges and juries.

All forward-looking statements included or incorporated by reference in this prospectus supplement or the
accompanying prospectus are based upon information available to Popular as of the date of the document that includes
the particular forward-looking statement, and other than as required by law, including the requirements of applicable
securities laws, we assume no obligation to update or revise any such forward-looking statement to reflect occurrences
or unanticipated events or circumstances after the date of such statement.

S-ii
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC filings
are available to the public over the Internet at the SEC s website at http://www.sec.gov. You may also read and copy
any document we file with the SEC at its public reference facilities located at 100 F Street, N.E., Washington, D.C.
20549. You can also obtain copies of the documents at prescribed rates by writing to the Public Reference Section of
the SEC at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further
information on the operation of the public reference facilities.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to incorporate by reference the information we file with them, which means that we can disclose
important information to you by referring you to those documents. The information incorporated by reference is
considered to be a part of this prospectus supplement and the accompanying prospectus, and later information that we
file with the SEC prior to termination of the offering of the depositary shares contemplated hereby will automatically
update and supersede this information. We incorporate by reference the following documents:

Our Annual Report on Form 10-K for the year ended December 31, 2009 (the 2009 Form 10-K ).

Our Current Reports on Form 8-K filed with the SEC on January 28, 2010, February 23, 2010 and March 19,
2010.

The descriptions of our Common Stock set forth in our Registration Statements filed pursuant to Section 12 of
the Securities Exchange Act of 1934, as amended (the Exchange Act ), and any amendment or report filed for
the purpose of updating those descriptions.

All documents that we file subsequent to the date of this prospectus supplement and prior to the termination of the
offering of the depositary shares contemplated hereby pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange
Act will be deemed to be incorporated by reference into this prospectus supplement and the accompanying prospectus
and to be a part hereof and thereof from the date of filing of such documents. Information in documents that is
deemed, in accordance with SEC rules, to be furnished and not filed will not be deemed to be incorporated by
reference into this prospectus supplement or the accompanying prospectus.

To the extent there is a conflict between the information contained in this prospectus supplement, on the one hand, and
the information contained in the accompanying prospectus, on the other hand, the information contained in this
prospectus supplement shall control. If any statement in this prospectus supplement or the accompanying prospectus
conflicts with any statement in a document that has been incorporated herein by reference, then you should consider
only the statement in the more recent document. You should not assume that the information contained in or
incorporated by reference in this prospectus supplement and the accompanying prospectus is accurate as of any date
other than their respective dates.

You may request a copy of these filings, other than an exhibit to a filing unless that exhibit is specifically incorporated
by reference into that filing, at no cost, by writing to us at the following address: Enrique Martel, Corporate
Communications, Popular, Inc., P.O. Box 362708, San Juan, Puerto Rico 00936-2708. Telephone requests may also
be directed to: (787) 765-9800. You may also access this information at our website at http://www.popularinc.com.
No additional information on our website is deemed to be part of or incorporated by reference in this prospectus
supplement or the accompanying prospectus.
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SUMMARY

The following summary highlights selected information contained or incorporated by reference in this prospectus
supplement and the accompanying prospectus. It may not contain all of the information that is important to you and is
qualified in its entirety by the more detailed information included or incorporated by reference in this prospectus
supplement and the accompanying prospectus. Before making an investment decision, you should carefully consider
the information contained or incorporated by reference in this prospectus supplement and the accompanying
prospectus, including the information set forth under the heading Risk Factors in this prospectus supplement and the
2009 Form 10-K.

The Company

Popular, Inc. is a full service financial institution with operations in Puerto Rico, the mainland United States, the
Caribbean and Latin America. Headquartered in San Juan, Puerto Rico, Popular offers financial services in Puerto
Rico and the mainland United States, and processing and other technology services in the Caribbean and Latin
America. As of December 31, 2009, Popular had approximately $34.7 billion in assets, $25.9 billion in deposits and
$2.5 billion in stockholders equity.

We operate in three target markets: Puerto Rico, the mainland United States and processing and other technology
services in Puerto Rico, Venezuela, Florida and the Dominican Republic. Our strategic objectives in our target
markets consist of the following:

Puerto Rico: strengthen our competitive position in our main market by offering, through our subsidiary
Banco Popular de Puerto Rico, the best and most complete financial services in an efficient and convenient
manner. Our services respond to the needs of all segments of the market in order to earn their trust, satisfaction
and loyalty.

Mainland United States: increase our profitability in the mainland United States by offering financial services
to the communities we serve while capitalizing on our strengths in the Hispanic market.

Processing and Other Technology Services: provide added value by offering integrated technology solutions
and transaction processing through our subsidiary EVERTEC, Inc. with an emphasis on the Caribbean and
Latin America.

Popular s principal executive offices are located at 209 Muiioz Rivera Avenue, Hato Rey, Puerto Rico 00918, and our
telephone number is (787) 765-9800.

Recent Developments
Consideration of a Strategic Transaction Involving EVERTEC and Certain Other Businesses

We are considering a strategic transaction involving our EVERTEC subsidiary, Banco Popular s merchant banking
business and certain other of our financial transaction processing and technology services operations in Puerto Rico,
the United States mainland, and elsewhere in the Caribbean and Latin America. A strategic transaction involving
EVERTEC and these other businesses could involve a sale to a third party or a strategic investment by a third party
with our retaining an ownership interest. We have received a number of non-binding indications of interest for a
strategic transaction involving these businesses and those non-binding indications of interest contemplate an average
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sale price for all of EVERTEC and these other businesses of approximately $1.0 billion. If we were to sell all of
EVERTEC and these other businesses for consideration of $1.0 billion, we would increase our capital by
approximately $750 million.

There can be no assurances that we will be able to effect a strategic transaction with respect to these businesses based
on the average sale price contemplated by the non-binding indications of interest, or that a strategic transaction
involving these businesses will be consummated at all. See also Risk Factors Risks Relating to our Business If we
were to sell all or a controlling interest in our EVERTEC business to a third party, we may no longer have access to

the financial transaction processing and technology services that EVERTEC provides or may be obligated to obtain
those services at a higher cost.

Preliminary First Quarter Financial Results

Based on management s analysis for the quarter ended March 31, 2010, the Corporation expects to report a preliminary
net loss of approximately $85 million for the quarter ended March 31, 2010, compared with a net loss of

S-1
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$213.2 million for the quarter ended December 31, 2009 and a net loss of $52.5 million for the quarter ended
March 31, 2009. The principal items impacting our unaudited preliminary financial results for the quarter ended
March 31, 2010, when compared with the quarters ended December 31, 2009 and March 31, 2009, were as follows:

Net interest income for the first quarter of 2010 is estimated at approximately $269 million, compared with net
interest income of $269.3 million for the quarter ended December 31, 2009 and $272.5 million for the quarter
ended March 31, 2009. The net interest margin is estimated at 3.43% for the quarter ended March 31, 2010,
compared with 3.28% for the quarter ended December 31, 2009 and 3.07% for the quarter ended March 31,
2009. Average earning assets for the quarter ended March 31, 2010 are estimated at approximately

$31.5 billion, compared with $32.7 billion for the quarter ended December 31, 2009 and $35.6 billion for the
quarter ended March 31, 2009.

The provision for loan losses for the first quarter of 2010 is expected to be approximately $240 million or
107% of net charge-offs, compared with $352.8 million or 118% of net charge-offs for the quarter ended
December 31, 2009 and $372.5 million or 188% of net charge-offs for the quarter ended March 31, 2009. The
ratio of allowance for loan losses to loans held-in-portfolio is estimated to be approximately 5.53% at

March 31, 2010, compared with 5.32% at December 31, 2009 and 4.19% at March 31, 2009.

The decrease in the provision for loan losses for the quarter ended March 31, 2010 compared with the quarter
ended December 31, 2009 reflects lower estimated net charge-offs by approximately $75 million, mainly in the
Puerto Rico construction and commercial loan portfolios, and in the United States mainland home equity lines
of credit portfolio, combined with higher reserve provisioning during the fourth quarter of 2009, particularly
for the commercial loan sector. Also, the decrease in the estimated provision for loan losses for the first quarter
of 2010 compared to the fourth quarter of 2009 relates to a reduction of approximately $635 million in loans
held-in-portfolio, principally in the U.S. mainland. The reduction in loans held-in-portfolio is mostly reflected
in the commercial, construction and consumer loan portfolios, which is in part influenced by lower loan
origination activities in credit markets that continue to be tight and loan portfolios running-off in certain
business areas that the Corporation exited during 2008 and 2009. Furthermore, the reduction in the loan
portfolio relates to an estimated $224 million in loans charged-off during the quarter ended March 31, 2010.

Non-interest income for the first quarter of 2010 is expected to be approximately $158 million, compared with
non-interest income of $175.9 million for the quarter ended December 31, 2009 and $334.7 million for the
quarter ended March 31, 2009. The decrease in non-interest income for the quarter ended March 31, 2010
when compared with the same quarter in 2009 is mostly driven by gains on the sale of investment securities of
$182.7 million in the first quarter of 2009 associated with the sale of $3.4 billion of investment securities by
Banco Popular de Puerto Rico. The non-interest income for the first quarter of 2010 was reduced by an
estimated charge of approximately $16 million to increase the loss indemnity reserve for mortgage loans that
had been previously sold with credit recourse by the Corporation s Puerto Rico operations.

Operating expenses for the first quarter of 2010 are estimated at approximately $281 million, compared with
operating expenses of $298.8 million for the quarter ended December 31, 2009 and $304.2 million for the
quarter ended March 31, 2009. The decrease in operating expenses for the first quarter of 2010 compared with
the fourth quarter of 2009 is principally associated with lower business promotion, professional fees and
valuation adjustments on other real estate properties, among other factors.

The unaudited preliminary financial results presented above are subject to the completion of our financial closing

procedures. Those procedures have not been completed. Accordingly, these results may change and those changes
may be material.
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The preliminary financial data included in this prospectus supplement has been prepared by and is the responsibility of
Popular s management. PricewaterhouseCoopers LLP has not audited, reviewed, compiled or performed any
procedures with respect to such preliminary financial data. Accordingly, PricewaterhouseCoopers LLP does not
express an opinion or any other form of assurance with respect thereto.

We expect to report our first quarter 2010 financial results on or about April 21, 2010. The news release including
those results will include further discussion of our financial results, as well as information regarding our financial

condition, credit quality, capital ratios and segment reporting information.

S-2
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The following summary of the offering contains basic information about the offering, the Preferred Stock and the

depositary shares representing the Preferred Stock and is not intended to be complete. It does not contain all the

information that is important to you. For a more complete understanding of the Preferred Stock and the depositary

shares representing the Preferred Stock, you should refer to the sections of this prospectus supplement entitled
Description of the Preferred Stock and Description of the Depositary Shares, respectively.

Issuer Popular, Inc.

Securities Offered depositary shares, each representing 1/40th of a share of Contingent
Convertible Perpetual Non-Cumulative Preferred Stock, Series D, no par
value, $1,000 liquidation preference per share.

Initial Public Offering Price $25.00 per depositary share

Over-allotment option To the extent the underwriters sell more than  depositary shares, we
have granted the underwriters the option to purchase up to  additional
depositary shares from us at the initial public offering price, less the
underwriting discount, within 30 days from the date of this prospectus
supplement solely to cover over-allotments.

Shareholder Approval As of the date of this prospectus supplement, we do not have a sufficient
number of authorized and unissued shares of Common Stock into which
the Preferred Stock will convert. We have agreed in the underwriting
agreement relating to this offering to use our commercially reasonable
efforts to obtain the approval of the holders of our Common Stock to
amend our certificate of incorporation to increase the number of
authorized shares of Common Stock to permit the full conversion of the
Preferred Stock into Common Stock ( Shareholder Approval ).

On March 15, 2010, we mailed to our stockholders our proxy statement
for our 2010 annual meeting, which is scheduled for May 4, 2010. At our
2010 annual meeting, our stockholders will consider and act upon a
resolution to amend our certificate of incorporation to increase the
authorized number of shares of Common Stock from 700,000,000 to
1,700,000,000 shares. If that resolution is approved by our stockholders at
our 2010 annual meeting, that approval will constitute Shareholder
Approval and the full conversion of the Preferred Stock into Common
Stock will occur automatically on the fifth business day thereafter.

If the Preferred Stock represented by the depositary shares has not been
converted in full into Common Stock by September 15, 2010, special
dividends on the Preferred Stock will be payable, when, as and if declared
by our Board of Directors, as described below under Dividends , in
addition to the as-if-converted dividends referred to below. Currently, we
have suspended dividend payments on our Common Stock and existing
preferred stock. We have no plans to resume these dividend payments. As
a result, as an investor in the depositary shares representing the Preferred
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Stock, you should not expect to receive any dividends in connection with
your investment in the depositary shares or any Common Stock issued
upon conversion of the Preferred Stock. See Risk Factors Risks Related
to the Offering  Dividends on our Common Stock and existing preferred
stock have been suspended and you should not expect to receive funds in
connection with your investment in the depositary shares representing

S-3
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the Preferred Stock or any Common Stock issued upon conversion without
selling your shares.

Holders of the depositary shares representing the Preferred Stock shall be
entitled to receive, when, as and if declared by our Board of Directors,
non-cumulative cash dividends or in kind distributions in the amount
determined as follows:

As-if-converted dividends: Our Board of Directors may not declare and
pay any dividend or make any distribution (including, but not limited to,
regular quarterly dividends) in respect of our Common Stock, whether in
the form of cash or securities or any other form of property or assets,
unless our Board of Directors declares and pays a dividend or makes a
distribution, as applicable, to the holders of the depositary shares
representing the Preferred Stock at the same time and on the same terms
as holders of the Common Stock, in an amount per share of Preferred
Stock represented by the depositary shares equal to the product of (i) the
dividend or distribution, as applicable, declared and paid or made in
respect of each share of Common Stock and (ii) the number of shares of
Common Stock into which such share of Preferred Stock represented by
the depositary shares is then convertible.

Special dividends: In addition to the as-if-converted dividends described
above, if the Preferred Stock represented by the depositary shares has not
been converted in full into Common Stock by September 15, 2010, special
dividends will be payable on the Preferred Stock represented by the
depositary shares when, as and if declared by our Board of Directors, on
March 15, June 15, September 15 and December 15 of each year (or the
following business day if such day is not a business day), commencing
December 15, 2010, and on the mandatory conversion date, at a rate of
13% per annum of the liquidation preference of the Preferred Stock
represented by the depositary shares. To the extent payable and declared,
such special dividends will accumulate during each dividend period from
and including the immediately preceding dividend payment date (or in the
case of the initial dividend period, if applicable, September 15, 2010) to
but excluding the immediately succeeding dividend payment date. This
rate will increase by an additional 1% on each six month anniversary of
September 15, 2010, to a maximum rate equal to 16% per annum.

Dividends on the Preferred Stock represented by the depositary shares are
non-cumulative. If our Board of Directors does not declare a dividend on

the Preferred Stock represented by the depositary shares in respect of any
dividend period, the holders will have no right to receive any dividend for
that dividend period, and we will have no obligation to pay a dividend for
that dividend period.

See Risk Factors Risks Relating to an Investment in our Securities

Dividends on our Common Stock and preferred stock have been
suspended and stockholders may not receive funds in connection with
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their investment in our Common Stock or preferred stock without selling
their shares for a discussion of the suspension of dividends on our
Common Stock and existing preferred stock and the conditions that must
be satisfied before any dividend payments could be made.

S-4
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Payment Restrictions We may not pay dividends on, or redeem, purchase, or make a liquidation
payment with respect to, any of our Common Stock unless full dividends
on the Preferred Stock represented by the depositary shares have been
paid for the latest completed dividend period.

If we are unable to pay in full the dividends on the Preferred Stock and on
any other shares of capital stock of equal rank as to the payment of
dividends with the Preferred Stock, all dividends declared upon the
Preferred Stock and any such other shares of capital stock will be declared
pro rata. In this event, each share of Preferred Stock and of the other
classes of capital stock of equal rank will receive dividends in the same
proportion as the dividends on the Preferred Stock for the then current
dividend period bears to the dividends on such other classes of equally
ranked capital stock, which shall not include any accrual in respect of
unpaid dividends for prior dividend periods if such capital stock does not
have a cumulative dividend.

Redemption The Preferred Stock represented by the depositary shares is not
redeemable.

Mandatory Conversion Each share of Preferred Stock represented by the depositary shares will
automatically convert into shares of our Common Stock (equivalent
to a conversion rate of shares of Common Stock for each depositary

share), subject to adjustment as described herein, on the fifth business day
after which we have obtained Shareholder Approval, if applicable.

Reorganization Events In the case of certain reorganization events affecting us, including
mergers, each share of Preferred Stock represented by the depositary
shares outstanding immediately prior to the reorganization event will
remain outstanding and become convertible into the kind of securities,
cash or other property receivable in the reorganization event by the
holders of that number of shares of Common Stock into which shares of
Preferred Stock represented by the depositary shares is then convertible.
For more information, see Description of the Preferred Stock
Reorganization Events.

Anti-dilution Adjustments The conversion rate will be subject to adjustment upon certain events as
described under Description of the Preferred Stock  Anti-Dilution
Adjustments.

Liquidation Rights In the event of the liquidation, dissolution or winding up of Popular, Inc.,

holders of the Preferred Stock represented by the depositary shares then
outstanding will be entitled to receive the greater of (i) the $1,000
liquidation preference per share of Preferred Stock represented by the
depositary shares and (ii) the value of the number of shares of our
Common Stock into which a share of Preferred Stock represented by the
depositary shares would convert at the then applicable conversion rate if
Shareholder Approval were obtained, plus an amount equal to the sum of
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all declared and unpaid dividends on the shares of Preferred Stock
represented by the depositary shares. Holders of the depositary shares
representing the Preferred Stock will be paid before any distribution of
assets is made to holders of Common Stock or any stock ranking junior to
the Preferred Stock.

We will deposit the Preferred Stock represented by the depositary shares
with the depositary, which will be the record holder of the Preferred
Stock. The holders of depositary shares will be required to exercise their
proportional rights in the Preferred Stock through the

S-5

Table of Contents

18



Edgar Filing: POPULAR INC - Form 424B5

Table of Contents

depositary. Following any conversion of the Preferred Stock into Common
Stock, the depositary will deliver the Common Stock, and cash in lieu of
fractional shares of Preferred Stock, that it receives from the conversion
agent to the holders of the depositary shares on the books of the depositary
in proportion to the number of depositary shares held by each holder. The
depositary will distribute all cash dividends and distributions received on
the Preferred Stock represented by the depositary shares to these holders
on a pro rata basis. The depositary will vote the Preferred Stock in
proportion to the instructions received from the holders of the related
depositary shares and, to the extent it receives no such instructions, it will
vote such depositary shares held by it proportionately with instructions
received.

Ranking The Preferred Stock represented by the depositary shares will rank senior
to our Common Stock and equal to our existing outstanding series of
preferred stock for purposes of dividend rights and the distribution of
assets upon our liquidation. We may not issue preferred stock ranking
senior to the Preferred Stock represented by the depositary shares without
the approval of the holders of at least two-thirds of the outstanding
aggregate liquidation preference of the Preferred Stock represented by the
depositary shares and the other outstanding series of preferred stock
ranking equally with the Preferred Stock represented by the depositary
shares with similar voting rights, voting as a single class.

Voting Rights Holders of the depositary shares representing the Preferred Stock will not
have any voting rights, except as described under Description of the
Preferred Stock  Voting Rights.

Listing We intend to apply to list the depositary shares representing the Preferred
Stock on Nasdaq under the symbol

Use of Proceeds We intend to use the net proceeds of this offering for general corporate
purposes, including investments in, or extensions of credit to, our
subsidiaries to increase their capital. One anticipated use of the additional
capital raised in this offering will be to position us to participate in
FDIC-assisted transactions, although there can be no assurances that any
such FDIC-assisted transactions will occur in which we are interested in
bidding or, if one or more does occur, that we will be permitted to
participate or, if we are permitted to participate, that we will be successful.
See Use of Proceeds.

Risk Factors Investing in the depositary shares representing the Preferred Stock
involves risks. See Risk Factors in this prospectus supplement and the
2009 Form 10-K for a discussion of factors you should carefully consider
before making a decision to invest in depositary shares representing the
Preferred Stock in this offering.

Taxation For a discussion of certain U.S. Federal and Puerto Rico income tax
considerations of purchasing, owning, converting and disposing of the
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depositary shares representing the Preferred Stock and of owning and
disposing of any Common Stock into which the Preferred Stock will
automatically convert upon Shareholder Approval, see Taxation in this
prospectus supplement. Dividends paid to Non-U.S. Holders are generally
not subject to U.S. Federal withholding tax.
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RISK FACTORS

You should carefully consider the risks described below, and all of the information contained and incorporated by
reference in this prospectus supplement and the accompanying prospectus, before you decide whether to invest in the
depositary shares representing the Preferred Stock.

Risks Relating to the Business Environment and Our Industry

Weakness in the economy and in the real estate market in the geographic footprint of Popular has adversely
impacted and may continue to adversely impact Popular.

A significant portion of our financial activities and credit exposure is concentrated in the Commonwealth of Puerto
Rico (the Island ) and the Island s economy continues to deteriorate.

Since 2006, the Puerto Rico economy has been experiencing recessionary conditions. Based on information published
by the Puerto Rico Planning Board, the Puerto Rico real gross national product decreased 3.7% during the fiscal year
ended June 30, 2009.

The Commonwealth of Puerto Rico government is currently addressing a fiscal deficit which has been estimated at
approximately $3.2 billion or over 30% of its annual budget. It is implementing a multi-year budget plan for reducing
the deficit, as its access to the municipal bond market and its credit ratings depend, in part, on achieving a balanced
budget. Some of the measures implemented by the government include reducing expenses, including public-sector
employment through employee layoffs. Since the government is an important source of employment on the Island,
these measures could have the effect of intensifying the current recessionary cycle. The Puerto Rico Labor
Department reported an unemployment rate of 14.3% for December 2009, compared with an unemployment rate of
13.1% for December 2008.

This decline in the Island s economy has resulted in, among other things, a downturn in our loan originations; an
increase in the level of our non-performing assets, loan loss provisions and charge-offs, particularly in our
construction and commercial loan portfolios; an increase in the rate of foreclosure loss on mortgage loans; and a
reduction in the value of our loans and loan servicing portfolio, all of which have adversely affected our profitability.
If the decline in economic activity continues, there could be further adverse effects on our profitability.

The economy of Puerto Rico is very sensitive to the price of oil in the global market. The Island does not have
significant mass transit available to the public and most of its electricity is powered by oil, making it highly sensitive
to fluctuations in oil prices. A substantial increase in its price could impact adversely the economy of Puerto Rico by
reducing disposable income and increasing the operating costs of most businesses and government. Consumer
spending is particularly sensitive to wide fluctuations in oil prices.

The level of real estate prices in Puerto Rico had been more stable than in other U.S. markets, but the current
economic environment has accelerated the devaluation of properties and has increased portfolio delinquency when
compared with previous periods. Additional economic weakness in Puerto Rico and the U.S. mainland could further
pressure residential property values, loan delinquencies, foreclosures and the cost of repossessing and disposing of
real estate collateral. The housing market has suffered a substantial slowdown in sales activity in recent quarters, as
reflected in the low absorption rates of projects financed in our construction loan portfolio.
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The current state of the economy and uncertainty in the private and public sectors has had an adverse effect on the
credit quality of our loan portfolios. The persistent economic slowdown is expected to cause those adverse effects to
continue, as delinquency rates may increase in the short-term, until sustainable growth resumes. Also, a potential
reduction in consumer spending may also impact growth in our other interest and non-interest revenues.

However, in 2010, the Puerto Rico economy should benefit from the disbursement of approximately $2.5 billion from
the American Recovery and Reinvestment Act of 2009 ( ARRA ) and $280.3 million from the Commonwealth s local

stimulus package.
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Difficult market conditions have adversely affected the financial industry and our results of operations and
financial condition.

Market instability and lack of investor confidence have led many lenders and institutional investors to reduce or cease
providing funding to borrowers, including other financial institutions. This has led to an increased level of commercial
and consumer delinquencies, lack of consumer confidence, increased market volatility and widespread reduction of
business activity in general. The resulting economic pressures on consumers and uncertainty about the financial
markets have adversely affected our industry and our business, results of operations and financial condition. We do
not expect a material improvement in the financial environment in the near future. A worsening of these difficult
conditions would exacerbate the economic challenges facing us and others in the financial industry. In particular, we
face the following risks in connection with these events:

We expect to face increased regulation of our industry, including as a result of the EESA. Compliance with
these regulations may increase our costs and limit our ability to pursue business opportunities.

Our ability to assess the creditworthiness of our customers may be impaired if the models and approaches we
use to select, manage and underwrite our customers become less predictive of future behavior.

The processes we use to estimate losses inherent in our credit exposure require difficult, subjective, and
complex judgments, including forecasts of economic conditions and how these economic conditions might
impair the ability of our borrowers to repay their loans. The reliability of these processes might be
compromised if these variables are no longer capable of accurate estimation.

Competition in our industry could intensify as a result of increasing consolidation of financial services
companies in connection with current market conditions.

The FDIC increased the assessments that we have to pay on our insured deposits during 2009 because market
developments have led to a substantial increase in bank failures and an increase in FDIC loss reserves, which in
turn has led to a depletion of the FDIC insurance fund reserves. We may be required to pay in the future
significantly higher FDIC assessments on our deposits if market conditions do not improve or continue to
deteriorate.

We may suffer higher credit losses because of federal or state legislation or other regulatory action that either
(i) reduces the amount that our borrowers are required to pay us, or (ii) limits our ability to foreclose on
properties or collateral or makes foreclosures less economically viable.

Legislative and regulatory actions taken now or in the future to address market conditions in the financial industry
may significantly affect our financial condition, results of operations, liquidity or stock price.

Current economic conditions, particularly in the financial markets, have resulted in government regulatory agencies
and political bodies placing increased focus and scrutiny on the financial services industry. The U.S. Government has
intervened on an unprecedented scale, responding to what has been commonly referred to as the financial crisis.
Several funding and capital programs by the Federal Reserve Board and the U.S. Treasury were launched in 2008 and
2009, with the objective of enhancing financial institutions ability to raise liquidity. It is expected that these programs
may have the effect of increasing the degree or nature of regulatory supervision to which we are subjected.
Furthermore, recent economic and market events have led to numerous proposals for legislative and regulatory reform
that could substantially intensify the regulation of the financial services industry and that may significantly impact us.
The proposals include the following:
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Establishing a federal consumer financial protection agency that would have, among other things, broad
authority to regulate, and take enforcement actions against, providers of credit, savings, payment and other
consumer financial products and services.

Requiring heightened scrutiny and stricter regulation of any financial institution whose combination of size,
leverage and interconnectedness could pose a threat to financial stability if it failed, restricting the activities of
such institutions, and allowing regulators to dismantle large or systemically important banks and financial
institutions, even healthy ones, if they are considered a grave risk to the economy.
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Requiring large financial institutions to contribute to a fund that would be used to recover the cost of
dismantling a bank or financial institution that is dismantled because it poses a grave risk to the economy.

Changing requirements for the securitization market, including requiring sponsors of securitizations to retain a
material economic interest in the credit risk associated with the underlying securitization, as well as enhanced
disclosure requirements for asset securitizations.

Tightening controls on the ability of banking institutions to engage in transactions with affiliates.

Assessing financial institutions with over $50 billion in consolidated assets with a financial crisis responsibility
fee assessed at approximately 15 basis points of total assets (less Tier 1 capital and less FDIC-assessed
deposits). The fee as proposed would last for at least the next ten years and has been proposed for the purpose

of recovering projected losses from the TARP.

Limiting the size and activities of financial institutions, including proposals to repeal portions of the

Gramm-Leach-Bliley Act. Amending regulatory capital standards, and increasing regulatory capital

requirements, for banks and other financial institutions and establishing new formulaic liquidity requirements

applicable to financial institutions, including those proposals described in the 2009 Form 10-K under
Regulation and Supervision Capital Adequacy.

Establishing heightened standards for and increased scrutiny of compensation policies at financial institutions.

Lawmakers and regulators in the United States and worldwide continue to consider these and a number of other
wide-ranging and comprehensive proposals for altering the structure, regulation and competitive relationships of
financial institutions. For example, separate comprehensive financial reform plans could, if enacted, further
substantially increase regulation of the financial services industry and impose restrictions on the operations and
general ability of firms within the industry to conduct business consistent with historical practices. Federal and state
regulatory agencies also frequently adopt changes to their regulations or change the manner in which existing
regulations are applied. Bills were introduced in both houses of Congress in the second half of 2009, and the

U.S. House of Representatives passed a financial reform bill in December of 2009, but similar action has not been
taken by the U.S. Senate. We cannot predict the substance final form, or impact effects on Popular, of these pending
or future legislation, regulation or the application thereof. These and other potential regulation and scrutiny mayor
proposed legislative and regulatory changes could significantly increase our costs, impede the efficiency of our
internal business processes, require us to increase our regulatory capital and, limit our ability to pursue business
opportunities in an efficient manner or otherwise adversely affect our results of operations or earnings.

The imposition of additional property tax payments in Puerto Rico may further deteriorate our commercial,
consumer and mortgage loan portfolios.

On March 9, 2009, the Governor of Puerto Rico signed into law the Special Act Declaring a State of Fiscal
Emergency and Establishing an Integral Plan of Fiscal Stabilization to Save Puerto Rico s Credit, Act No. 7. The Act
imposes a series of temporary and permanent measures, including the imposition of a 0.591% special tax applicable to
properties used for residential (excluding those exempt as detailed in the Act) and commercial purposes, and payable
to the Puerto Rico Treasury Department. This temporary measure is effective for tax years that commenced after

June 30, 2009 and before July 1, 2012. The imposition of this special property tax could adversely affect the
disposable income of borrowers from the commercial, consumer and mortgage loan portfolios and may cause an
increase in our delinquency and foreclosure rates.
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Financial results are constantly exposed to market risk.

Market risk refers to the probability of variations in the net interest income or the market value of assets and liabilities
due to interest rate volatility. Despite the varied nature of market risks, the primary source of this risk to us is the
impact of changes in interest rates on net interest income.

Net interest income is the difference between the revenue generated on earning assets and the interest cost of funding
those assets. Depending on the duration and repricing characteristics of the assets, liabilities and off-balance sheet
items, changes in interest rates could either increase or decrease the level of net interest income. For
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any given period, the pricing structure of the assets and liabilities is matched when an equal amount of such assets and
liabilities mature or reprice in that period. Any mismatch of interest-earning assets and interest-bearing liabilities is
known as a gap position. A positive gap denotes asset sensitivity, which means that an increase in interest rates could
have a positive effect on net interest income, while a decrease in interest rates could have a negative effect on net
interest income. As of December 31, 2009, we had a positive gap position.

The Federal Reserve Board lowered the federal funds target rate from 4.25% at the beginning of 2008 to between 0%
and 0.25% at December 31, 2008. This was one of various measures implemented by the Federal Reserve Board to
improve the flow of credit throughout the financial system. Given that the level of short-term rates is close to zero, a
concern in the markets has been when may monetary policy be tightened again and the possible impact on the
financial markets. The future outlook on interest rates and their impact on Popular s interest income, interest expense
and net interest income is uncertain. The federal funds target rate stayed between 0% to 0.25% throughout 2009.

We usually run our net interest income simulations under interest rate scenarios in which the yield curve is assumed to
rise and decline gradually by the same amount, usually 200 basis points. Given the fact that as of year-end 2009, some
short-term rates were close to zero and some term interest rates were below 2.0%, management has decided to focus
measuring the risk of net interest income in rising rate scenarios. The rising rate scenarios used in our market risk
disclosure reflect gradual parallel changes of 200 and 400 basis points during the twelve-month period ending
December 31, 2010. Projected net interest income under the 200 basis points rising rate scenario increases by

$59.8 million while the 400 basis points simulation increases by $103.2 million. These scenarios were compared
against our flat interest rates forecast.

The market disruptions has led us to reduce substantially the use of unsecured short-term borrowings. They have been
largely replaced with deposits and long-term secured borrowings, and to a lesser extent, long-term unsecured debt.
Therefore, the cost of the liabilities of Popular does not respond as quickly to changes in the levels of interest rates.
Our Asset Liability Management Committee ( ALCO ) committee regularly reviews our interest rate risk and initiates
any action necessary to maintain our potential volatility within limits.

The economic hedging transactions that we enter into may not be effective in managing the exposure to market
risk, including interest rate risk.

We use derivatives, to a limited extent, to manage part of the exposure to market risk caused by changes in interest
rates or basis risk. The derivative instruments that we may utilize also have their own risks, which include: (1) basis
risk, which is the risk of loss associated with variations in the spread between the asset yield and funding and/or hedge
cost; (2) credit or default risk, which is the risk of insolvency or other inability of the counterparty to a particular
transaction to perform its obligations there under; and (3) legal risk, which is the risk that Popular is unable to enforce
certain terms of such instruments. All or any of such risks could expose Popular to losses.

Higher market volatility in the capital markets could impact the performance of our hedging transactions. Most
hedging activity is related to protecting the market value of mortgage loans that are segregated for future sale and
derivatives positions to hedge the cost of liabilities issued or derivative positions with banking clients.

Risks Relating to our Business

We may engage in FDIC-assisted transactions, which could present additional risks to our business.

We may have opportunities to acquire the assets and liabilities of failed banks in FDIC-assisted transactions. Although

these transactions typically provide for FDIC assistance to an acquirer to mitigate certain risks, such as sharing
exposure to loan losses and providing indemnification against certain liabilities of the failed institution, we would still
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be subject to some of the same risks we would face in acquiring another bank in a negotiated transaction, including
risks associated with maintaining customer relationships and failure to realize the anticipated acquisition benefits in
the amounts and within the timeframes we expect. In addition, because these transactions are structured in a manner
that would not allow bidders the time and access to information normally associated with preparing for and evaluating
a negotiated transaction, we may face additional risks in FDIC-assisted transactions.
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We expect that the FDIC and our primary regulators would condition our ability to acquire a failed depository
institution on compliance by us with additional requirements.

As the agency responsible for resolving failed depository institutions, the FDIC has the discretion to determine
whether a party is qualified to bid on a failed institution. In addition, our primary regulators, the Office of the
Commissioner of Financial Institutions of Puerto Rico and the Federal Reserve, must approve our acquisition of any
depository institution. The FDIC and our primary regulators are expected to impose conditions on us in connection
with approving such an acquisition. Currently, we expect that we would be required to improve our Tier I capital
condition by the equivalent of approximately $1.4 billion (including the Tier I capital raised by the issuance of the
depositary shares representing the Preferred Stock in this offering) in order to receive the approval of the FDIC and
our primary regulators to consummate an acquisition of a failed depository institution. We would expect to covenant,
in connection with our participation in an FDIC-assisted transaction, to raise the additional capital through the sale of
assets, including a sale of our EVERTEC subsidiary, Banco Popular s merchant banking business and certain other of
our financial transaction processing and technology services operations, but if we are not able to raise the additional
capital from the sale of assets, we would be required to issue additional Tier I capital securities, including Common
Stock or preferred stock, to meet those requirements. No assurances can be given that we would be able to issue
additional Tier 1 capital securities. Such further equity issuances would further dilute the existing holders of our
Common Stock, including the investors in this offering.

If we were to sell all or a controlling interest in our EVERTEC business to a third party, we may no longer have
access to the financial transaction processing and technology services that EVERTEC provides or may be obligated
to obtain those services at a higher cost.

We are considering a strategic transaction involving our EVERTEC subsidiary, Banco Popular s merchant banking
business and certain other of our financial transaction processing and technology services operations in Puerto Rico,
the United States mainland, and elsewhere in the Caribbean and Latin America. A strategic transaction involving
EVERTEC and these other businesses could involve a sale to a third party or a strategic investment by a third party
with our retaining an ownership interest. Even though we currently expect to enter into a long-term services contract
as part of any transaction, if we were successful in consummating such a transaction, there can be no assurances that
the third party will continue to provide our other businesses with the financial transaction processing and technology
services that they currently receive from EVERTEC. In addition, in order to maximize the proceeds we would receive
in the transaction, we may agree to purchase the same services we receive from EVERTEC currently at a substantially
higher cost than we currently pay.

The soundness of other financial institutions could adversely affect us.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other relationships. We
have exposure to many different industries and counterparties, and we routinely execute transactions with
counterparties in the financial services industry, including brokers and dealers, commercial banks, investment banks,
mutual and hedge funds, and other institutional clients. Many of these transactions expose us to credit risk in the event
of default of our counterparty or client. In addition, our credit risk may be exacerbated when the collateral held by us
cannot be realized or is liquidated at prices not sufficient to recover the full amount of the loan or derivative exposure
due to us. There can be no assurance that any such losses would not materially and adversely affect our results of
operations or earnings.

We have procedures in place to mitigate the impact of a default among our counterparties. We request collateral for

most credit exposures with other financial institutions and monitor these on a regular basis. Nonetheless, market
volatility could impact the valuation of collateral held by us and results in losses.
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Our ability to raise financing is dependent in part on market confidence. In times when market confidence is affected
by events related to well-known financial institutions, risk aversion among participants increases substantially and
makes it more difficult to borrow in the credit markets. Our credit ratings have been reduced substantially during the
past year, and our senior unsecured ratings are now non-investment grade with the three major rating agencies. This
may make it more difficult for Popular to borrow in the capital markets and at much higher cost.
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Prolonged economic weakness, a continuing decline in the real estate market in the U.S. mainland, and disruptions
in the capital markets have harmed and could continue to harm the results of operations of Popular.

The residential mortgage loan origination business has historically been cyclical, enjoying periods of strong growth

and profitability followed by periods of shrinking volumes and industry-wide losses. Bust cycles in the housing sector
affect our business by decreasing the volume of loans originated and increasing the level of credit losses related to our
mortgage loans.

The housing market in the U.S. is undergoing a correction of historic proportions. After a period of several years of
booming housing markets, fueled by liberal credit conditions and rapidly rising property values, since early 2007 the
sector has been in the midst of a substantial dislocation. This dislocation has had a significant impact on some of our
U.S.-based business segments and has affected our ongoing financial results and condition. The general level of
property values in the U.S., as measured by several indices widely followed by the market, has declined significantly.
These declines are the result of ongoing market adjustments that are aligning property values with income levels and
home inventories. The supply of homes in the market increased substantially, and property value decreases were
required to clear the overhang of excess inventory in the U.S. market. Recent indicators suggest that after a material
price correction, the U.S. real estate market may be entering a period of relative stability. Nonetheless, further declines
in property values could impact the credit quality of our U.S. mortgage loan portfolio because the value of the homes
underlying the loans is a primary source of repayment in the event of foreclosure. In the eve