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Effects of the pandemic in 2020 

Special Note 

▪ During 2020, Mexican corporates have shown resilience facing the 

COVID-19 pandemic effects, presenting a gradual recovery in their 

financial results as of 3Q20 

▪ Year to date, only two Mexican issuers have defaulted; although, the 

pandemic shock deepened the challenging situation faced by these 

companies throughout 2020 

▪ Several issuers met with their bondholders in order to either reach an 

interest capitalization agreement, or establish waivers for different 

covenants to avoid the triggering of default events 

▪ The expected challenges and the economic activity shock foresaw a wave 

of credit ratings downgrades; nevertheless, stability in ratings prevailed, 

except for specific issuers or issuances 

▪ Towards the beginning of 2021, despite current optimism about vaccines 

approval, we expect operational and financial challenges for issuers in 

the local market 

Issuers resilient against health crisis. In 1Q20, world economy went through an 
unexpected shock due to the expansion of the coronavirus pandemic. Mobility 
and social distancing measures deeply affected the financials of virtually every 
company worldwide. Mexico’s GDP drop for 2Q20 (-18.7% y/y) was the worst 
on record, so the impact on the debt capital market was expected at a similar or 
even grater magnitude than the previous crisis in 2009. However, debt issuers 
were resilient, while financial results went through steep falls, only a small 
number of defaults were observed, mainly from issuers with weak finances prior 
to the pandemic, or from severely impacted sectors. We attribute this resilience 
to the strong financials of debt issuers in the local market, and their ease in finding 
diverse funding sources; as well as the economic reopening plans, resulting in a 
slight recovery in companies’ financials. Towards the first months of 2021, 
despite the current optimism about vaccine approval, we expect operational and 
financial challenges for issuers of the local market.  

2020 issued amount - Breakdown by structure  
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2020 issued amount - Breakdown by credit ratings  
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Source: Banorte with information from BMV and BIVA. Source: Banorte with information from Credit Ratings. 
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Defaults and bankruptcies. Despite the resilience shown by most Mexican 
corporates, the pandemic deepened the impacts in companies with already 
weakened finances prior to 2020. Such was the case of Grupo Famsa, which, after 
a long period of financial difficulties, the company restructured its debt during 
the year and defaulted its short-term notes payment and declaring itself in 
bankruptcy at the end of the year. Furthermore, Banco Ahorro Famsa (subsidiary) 
lost its banking license and its assets were auctioned. On the other hand, the 
pandemic affected some sectors more than others, so the other default in the 
Mexican market appeared in the Airlines sector by Grupo Aeroméxico. The 
airline’s operation plummeted until the company started a financial restructuring 
process in the US under Chapter 11, defaulting the payment of interest and 
principal of its short-term notes. 

Moreover, several issuers held Bondholders Meetings, mainly agreeing waivers 
to different events that could cause a default event, delays in programmed 
principal payments, among others. However, we highlight the cases of Grupo 
Gicsa and Grupo Axo, who reached agreements with their bondholders, in 
exchange of a premium, regarding the capitalization of their 2020 interest 
payments, thus avoiding falling into default. 

Rating actions. In the first part of the year, facing the expansion of the health 
crisis around the world, as well as the establishment of social distancing measures, 
rating agencies carried out a series of ratings and outlook reviews, expecting a 
weakening in the credit quality of local issuers. However, despite aforementioned 
examples and severely affected sectors, resilience observed in corporates and 
structures in Mexico resulted in a moderate 2H20, with few downgrades and 
withdrawals from CreditWatch lists. 

In line with corporates, during March and April 2020, Mexico’s sovereign credit 
rating was cut by three international agencies: Moody’s Investors Service, Fitch 
Ratings and S&P Global acknowledging that the Coronavirus pandemic, 
combined with the plunge in crude oil prices have resulted in relevant headwinds 
for the Mexican economy and fiscal accounts. Financial markets remained aware 
of possible additional downgrades, however, in November and December 2020, 
the ratings were affirmed by Fitch Ratings (‘BBB-’, Stable) and S&P Global 
(‘BBB’, Negative). We reaffirm our expectations that Mexico will remain above 
the investment grade threshold, at least in the short term. 

Mexico and Pemex credit ratings 
Bold ratings show actual level; date of last review 

 
Fuente: Banorte with information from S&P Global Ratings, Fitch Ratings and Moody’s Investors Service 

Investment grade 
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Spreads dynamic. Initially it was thought that the impact of the crisis by COVID-
19 would be as deep as in 2008-2009; however, like the issuers, the risk premiums 
of corporate bonds observed a resilient behavior. As can be seen in the graphs, in 
the sample of issues 'Unsecured 28-day TIIE AAA', the increase in surcharges in 
2020 was 11pb, and in that ‘Unsecured Fixed Rate AAA' there was a decrease of 
3pb. On the other hand, in the period 2008-2009, an increase was recorded for 
both samples which was considerably higher (TIIE 28 +105pb, Fixed +66pb), 
reflecting the impairment in the solvency of a large part of the issuers. 

Spreads comparison 2008-2009 / 2020 (Unsecured Fixed AAA) 
Months since crisis start, % 

Spreads comparison 2008-2009 / 2020 (Unsecured 28-day TIIE AAA)  
Months since crisis start, % 

  
Fuente: Banorte with information from PIP Fuente: Banorte with information from PIP 

Long-term placements. Uncertainty brought by the expansion and depth of the 
COVID-19 pandemic reflected on the long-term placements in the local debt 
market. Starting on the second half of March, the corporates’ issuance activity 
was very low. Amid the worldwide economic and investors’ risk aversion, some 
issuers resorted to other financing sources, mainly credit lines (corporate or 
development banks). Subsequently, a placements recovery began in June and 
July, initially driven by issuances from state-owned companies or federal 
agencies (FEFA, Fovissste and Infonacot), and reaching its peak in October, a 30-
month high issued amount. It’s worth noting the unsecured notes preference 
placements (91.4%). 

Monthly issued amount 2017-2020 
MXN million 

 
Fuente: Banorte with information from BMV and BIVA 
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Certification of Analysts. 
We, Gabriel Casillas Olvera, Alejandro Padilla Santana, Delia María Paredes Mier, Juan Carlos Alderete Macal, Manuel Jiménez Zaldívar, Marissa 
Garza Ostos, Tania Abdul Massih Jacobo, Francisco José Flores Serrano, Katia Celina Goya Ostos, Santiago Leal Singer, José Itzamna Espitia 
Hernández, Valentín III Mendoza Balderas, Víctor Hugo Cortes Castro, Hugo Armando Gómez Solís, Miguel Alejandro Calvo Domínguez, Luis 
Leopoldo López Salinas, Leslie Thalía Orozco Vélez, Gerardo Daniel Valle Trujillo, Eridani Ruibal Ortega and Juan Barbier Arizmendi, 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 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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