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The MoF announcement on Pemex – A step in 

the right direction towards strengthening 

Pemex   
 

 The MoF announced yesterday some measures to strengthen Pemex 

financial position 
 

 Such measures are aimed at strengthening the investment strategy in 

new exploration and production projects and will be implemented 

gradually, including: 

(1) Increasing the limit to tax deductions that is expected to free about 

MXN11bn per year from 2019 to 2014, which will be allocated to 

Capex; and 

(2) A special fiscal regime for mature fields, applied to excess 

production in 2019 
 

 Moreover, the MoF reinforced its commitment, as part of the Pemex 

board, to strengthen the company’s corporate governance 
 

 In our opinion, these measures reinforce the structure of Pemex and 

should be added to the announcements made in recent days of a capital 

injection of US$1.25bn along with no changes in gasoline pricing policy 

Strengthening Pemex financial position. The Ministry of Finance published 

yesterday a communiqué with some measures to strengthen the state-owned oil 

company, Petróleos Mexicanos (Pemex). Such measures aim to shore up the 

company’s strategy in terms of investment in new exploration and production 

projects. The MoF stressed that implementation will be gradual so fiscal 

resources freed could be compensated with the ones coming from the 

government’s strategy against tax evasion. 

(1) Increase in deduction limits to Pemex’s drilling and exploration 

projects. The limit to deduction will be increased gradually between 2019 

and 2024 for an existing production volume of around 90KPBD, equivalent 

to 5% of the current Pemex output that would eventually go back to 

represent 3.7% of output in 2024, as the company’s target is to increase 

production to 2.4MMBD, from current 1.8MMBD by then. It is worth 

mentioning that Pemex already had access to a 'special' fiscal regime in its 

farmouts with the private, which will now be generalized. In addition, this 

regime was already successfully applied in another Pemex contract (Ek-

Balam). With this change, the MoF estimated that about MXN11bn 

(~US$0.5bn) will be freed so that they could be allocated in capital 

investment (Capex). These resources represent 4% of 2019 approved Capex 

and would eventually go back to represent.  
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Oil production 
MMBD 

 
Source: Banorte with data from Pemex 

(2) Special fiscal regime for secondary and tertiary recovery. This measure 

applies to mature fields. The MoF highlighted that this will not have an 

impact on the budget, since it will benefit only excess production to that 

projected for 2019. 

Output in selected mature fields 
MMBD 

 
Source: Banorte with data from Pemex 
*Other refers to both the remainder of fields, which may include some mature but smaller fields 

Strengthening corporate governance to improve monitoring and 

management based on performance. The MoF reiterated that they are 

committed to work, as part of the board of directors, to strengthen corporate 

governance in order to place Pemex on a trajectory of continuous improvements 

in efficiency and productivity in the medium-term. In our view, this statement is 

particularly relevant in a context in which the Morena parliamentary group 

presented, last January 9
th
, a proposal to modify Pemex Law. Among others, 

they wanted to limit the powers of the board of directors, giving greater powers 

to the CEO. 
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Composition of the Board of Directors. Recall that Pemex board is formed by 

10 members, from which 5 are members appointed directly by the President, 

including the Ministry of Energy and the Minister of Finance, along with three 

other members. Meanwhile, the remaining five members are independent, but 

they are still appointed by the President and must be ratified by the Senate. (see 

table below). Board’s decisions could undergo two rounds for approval. In the 

first round, a simple majority is required and at least two votes in favor should 

come from independent members of the board. If a motion doesn’t pass in the 

first round, a second round is held, in which only a simple majority is required. 

Pemex Board  

Name  

    Ing. Rocío Nahle García Ministry of Energy 

    Dr. Carlos Urzúa Macías Ministry of Finance 

Federal government’s members  

    Dra. Graciela Márquez Colín Ministry of Economics 

    Mtra. Josefa González-Blanco Ortíz-Mena Ministry of Environment 

    Lic. Manuel Bartlett Díaz Federal Electricity Commission (CFE) 

Independent members Period 

    Dr. Octavio Pastrana Pastrana 2014-2019 

    Dr. Carlos Elizondo Mayer-Serra 2014-2019 

    Lic. Felipe Duarte Olvera 2016-2019 

    Lic. María Teresa Fernández Labardini 2017-2022 
 

Source: Pemex 

 

 

 

 

 

 

 
 

Disclaimer: The information contained in this document is illustrative and informative so it should not be considered as 

an advice and/or recommendation of any kind. BANORTE is not part of any party or political trend. 



 

 
 

Certification of Analysts. 
We, Gabriel Casillas Olvera, Delia Maria Paredes Mier, Alejandro Padilla Santana, Manuel Jiménez Zaldívar, Tania Abdul Massih Jacobo, Katia Celina 
Goya Ostos, Juan Carlos Alderete Macal, Víctor Hugo Cortes Castro, Marissa Garza Ostos, Miguel Alejandro Calvo Domínguez, Hugo Armando Gómez 
Solís, Gerardo Daniel Valle Trujillo, José Itzamna Espitia Hernández, Valentín III Mendoza Balderas, Santiago Leal Singer, Francisco José Flores Serrano, 
Francisco Duarte Alcocer, Jorge Antonio Izquierdo Lobato and Leslie Thalía Orozco Vélez, certify that the points of view expressed in this document are a 
faithful reflection of our personal opinion on the company (s) or firm (s) within this report, along with its affiliates and/or securities issued. Moreover, we 
also state that we have not received, nor receive, or will receive compensation other than that of Grupo Financiero Banorte S.A.B. of C.V for the provision 
of our services. 

 

Relevant statements. 
In accordance with current laws and internal procedures manuals, analysts are allowed to hold long or short positions in shares or securities issued by 
companies that are listed on the Mexican Stock Exchange and may be the subject of this report; nonetheless, equity analysts have to adhere to certain 
rules that regulate their participation in the market in order to prevent, among other things, the use of private information for their benefit and to avoid 
conflicts of interest. Analysts shall refrain from investing and holding transactions with securities or derivative instruments directly or through an 
intermediary person, with Securities subject to research reports, from 30 calendar days prior to the issuance date of the report in question, and up to 10 
calendar days after its distribution date. 
 

Compensation of Analysts. 

Analysts’ compensation is based on activities and services that are aimed at benefiting the investment clients of Casa de Bolsa Banorte Ixe and its subsidiaries. Such 
compensation is determined based on the general profitability of the Brokerage House and the Financial Group and on the individual performance of each analyst. 
However, investors should note that analysts do not receive direct payment or compensation for any specific transaction in investment banking or in other business 
areas.  

Last-twelve-month activities of the business areas. 

Grupo Financiero Banorte S.A.B. de C.V., through its business areas, provides services that include, among others, those corresponding to investment banking 
and corporate banking, to a large number of companies in Mexico and abroad. It may have provided, is providing or, in the future, will provide a service such as those 
mentioned to the companies or firms that are the subject of this report. Casa de Bolsa Banorte or its affiliates receive compensation from such corporations in 
consideration of the aforementioned services. 

Over the course of the last twelve months, Grupo Financiero Banorte S.A.B. C.V., has not obtained compensation for services rendered by the investment bank or by 
any of its other business areas of the following companies or their subsidiaries, some of which could be analyzed within this report. 

Activities of the business areas during the next three months. 

Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receive or intend to obtain revenue from the services provided by investment banking 
or any other of its business areas, by issuers or their subsidiaries, some of which could be analyzed in this report. 

Securities holdings and other disclosures. 

As of the end of last quarter, Grupo Financiero Banorte S.A.B. of C.V. has not held investments, directly or indirectly, in securities or derivative financial instruments, 
whose underlying securities are the subject of recommendations, representing 1% or more of its investment portfolio of outstanding securities or 1 % of the issuance 
or underlying of the securities issued. 

None of the members of the Board of Grupo Financiero Banorte and Casa de Bolsa Banorte, along general managers and executives of an immediately below level, 
have any charges in the issuers that may be analyzed in this document. 

The Analysts of Grupo Financiero Banorte S.A.B. of C.V. do not maintain direct investments or through an intermediary person, in the securities or derivative 
instruments object of this analysis report. 

Guide for investment recommendations. 

 

 

Reference 

  

BUY When the share expected performance is greater than the MEXBOL estimated performance. 

HOLD When the share expected performance is similar to the MEXBOL estimated performance. 

SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in order to 
consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
 

Determination of Target Prices 

For the calculation of estimated target prices for securities, analysts use a combination of methodologies generally accepted among financial analysts, including, but 
not limited to, multiples analysis, discounted cash flows, sum-of-the-parts or any other method that could be applicable in each specific case according to the current 
regulation. No guarantee can be given that the target prices calculated for the securities will be achieved by the analysts of Grupo Financiero Banorte S.A.B. C.V, 
since this depends on a large number of various endogenous and exogenous factors that affect the performance of the issuing company, the environment in which it 
performs, along with the influence of trends of the stock market, in which it is listed. Moreover, the investor must consider that the price of the securities or 
instruments can fluctuate against their interest and cause the partial and even total loss of the invested capital. 

The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or 
completeness. The information, estimations and recommendations included in this document are valid as of the issue date, but are subject to 
modifications and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep 
the content of this document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or 
its content. This document may not be photocopied, quoted, disclosed, used, or reproduced in whole or in part without prior written authorization from 
Grupo Financiero Banorte S.A.B. of C.V. 
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