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PETRÓLEOS MEXICANOS

MEXICO SEEKS UP TO $10 BILLION IN DEBT 
SALE TO BACK PEMEX

PETROLEOS MEXICANOS (PEMEX) IS A STATE-OWNED COMPANY THAT PRODUCES, TRANSPORTS, REFINES, AND MARKETS OIL AND 
NATURAL GAS IN MEXICO. IT HAS AN INDIVIDUAL CONSTITUTIONAL REGIME CALLED A PRODUCTIVE STATE COMPANY FOR THE 
EXPLOITATION OF ENERGY RESOURCES IN MEXICAN TERRITORY, ALTHOUGH IT ALSO HAS VARIOUS OPERATIONS ABROAD.

Mexico is looking to raise between $7 billion and $10 billion with a debt sale to shore up resources for battered state-owned oil 
company Petroleos Mexicanos, people familiar with the matter said.  The offering, disclosed in a filing earlier Tuesday, will consist of 
dollar-denominated debt maturing August 2030, in the form of amortizing precapitalized securities, or P-Caps, a type of instrument 
used in asset-backed finance. The government “is implementing a series of measures to provide support to Pemex in the 
management and improvement of its balance sheet,” it said without providing details on the amount it plans to raise. Once issued, 
the P-Caps will not be consolidated with the liabilities of Pemex or Mexico, but “constitute public debt of the Mexican Government.”  
A spokesperson for Mexico’s finance ministry declined to comment. A Pemex spokesman didn’t immediately respond to a request for 
comment.
Pemex bonds jumped across the curve on the news, with notes due in 2050 up about 3 cents on the dollar, according to Trace data,
the best performers in the high-yield space. Five-year credit-default swaps for the oil company sank 45 basis points.  Mexico’s five-
year CDS contracts, meanwhile, jumped almost 6 basis points to the highest level in a month, according to pricing data collected by 
Bloomberg. Sovereign dollar notes fell across the curve and were some of the worst performers in emerging markets on Tuesday.

Support

President Claudia Sheinbaum’s administration has been working on a broad plan to shore up the struggling state oil producer, which 
has a debt load of over $100 billion, including nearly $19 billion in bonds maturing next year.  As part of the plan, Pemex will open 
some of its key oil and gas fields to joint investment projects with private sector partners in a bid to boost production which has 
slumped to four- decade low. 
Read More: Investors Bet Sheinbaum Can Rescue Pemex Where Others Failed “It’s a sign of support from Sheinbaum, which shows 
pragmatism and decisiveness,” said Armando Armenta, a senior economist at AllianceBernstein in New York. “The financial 
challenges were clouding the outlook and taking attention away from the company’s management and operational challenges. We 
hope they can start to address the latter soon.”

Structure

The offering will allow Mexico to borrow billions of dollars from debt investors to support Pemex, while keeping the obligations off its 
books. Mexico, through an entity named Eagle Funding LuxCo., will sell the so-called P-Caps and use the proceeds of the sale to buy a 
portfolio of US government debt including Treasuries, according to the filing. Pemex will then take that portfolio and use it as
collateral for loans through the repurchase market, using the proceeds as it sees fit, according to an offering memorandum seen by 
Bloomberg. If Pemex isn’t able to pay back the loans, the banks will seize the collateral and end up whole. In that scenario, the 
investors in P-Caps would lose their collateral, and end up with sovereign debt from Mexico, according to a presentation seen by
Bloomberg. “This transaction is undoubtedly positive for Pemex as it gives them another financial lifeline to tie them over, at least for 
the next few years,” said Aaron Gifford, a senior sovereign analyst at T. Rowe Price. “The downside, however, is off balance sheet 
financing and reduced transparency which should cause investors concern, especially if this is the approach they’ll continue to take.”  
Read more: Mexico Debt Deal Could Repay Pemex 2025 Maturities: Credit React P-Caps are typically used by insurance companies to 
tap capital markets without putting more obligations on their balance sheets. 
In the Mexico deal, the securities are expected to come with investment-grade scores from both Moody’s Ratings and S&P
Global Ratings, said the people. That will likely lower borrowing costs that are ultimately incurred by the Mexican
government. Since its credit downgrade to junk during the pandemic, Pemex has lost a pool of investors who can’t buy sub-
investment grade securities, adding to its debt woes. The sale is expected as early as July 28, according to a
person familiar with the matter. Mexico mandated JPMorgan to serve as sole structuring advisor and BofA Securities, Citi and 
JPMorgan as joint bookrunners on the deal, they added. 
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Disclaimer: 
This document and the information contained herein are derived 
from public sources and are issued solely for informational purposes. 
It does not constitute an investment recommendation. All individuals 
who have access to this document should refer to and read the public 
investor information prospectus, the informational brochure, the key 
investment documents, or any other public information or 
documentation to become familiar, in a non-exhaustive but 
illustrative manner, with all the characteristics of the securities, the 
issuance, the risk factors associated with them, or with the issuer or 
relevant securities.

Indexity, S.A. de C.V. assumes no responsibility for any loss of literal 
accuracy, discrepancies in interpretation, or elements lost in the 
translation within this document. Likewise, it should never be taken 
as a replacement of the original source. No liability will be assumed 
for decisions taken based on this document. 

Furthermore, the information contained in this document is 
indicative and not necessarily exhaustive, although it reflects the 
position or opinion of Indexity, S.A. de C.V., which is issued in a 
personal capacity and not on behalf of any trade association, entity, 
or financial institution.

It should be noted that the opinions expressed in this document are 
the result of an analytical process using public information on the 
financial performance of the companies and/or securities placed 
and/or registered on a stock exchange or in an institution for the 
deposit of securities or an entity performing such functions. These 
opinions should be understood as an expression of an individual and 
independent opinion. Notwithstanding the foregoing, Indexity, S.A. 
de C.V. reserves the right to change its opinion at any time without 
assuming any liability in this regard.

In this document, terms such as "intends," "anticipates," "believes," 
"considers," "could," "estimates," "expects," "forecasts," "aims," 
"may," "plans," "potential," "predicts," "seeks," "should," "will," as 
well as similar or equivalent expressions, are solely intended to 
identify forward-looking estimates. Therefore, Indexity, S.A. de C.V. 
assumes no obligation to update such future estimates. It should be 
noted that these projections have been prepared for illustrative and 
informational purposes only and do not constitute a forecast of any 
kind.

Our information employs, in an illustrative but non-exhaustive 
manner, public, historical, financial, accounting, sectoral, trend, 
management capacity, and material event data, among others. These 
help to understand the company, issuance, or the tool’s structure in 
question, as well as the elements influencing the behaviour of the 
listed and/or registered instrument in any stock exchange or other 
entity. The data is disseminated through mass media, including the 
internet, without any requirement for verification.

All our opinions and comments are based exclusively on the 
characteristics of the entity and/or issuer, structure, issuance, and/or 
transaction in question, independent of any business activity other 
than that publicly presented or reported by the issuer or its 
shareholders.

The information and/or opinions issued and published do not 
constitute recommendations to invest, buy, sell, or hold any 
investment instrument, define an investment, legal, or tax strategy, 
or subscribe to any class of securities or execute specific transactions. 
Furthermore, they do not imply any certification regarding the value 
of the securities or the solvency of the issuer. Nor do they serve as a 
basis for carrying out any type of business, investment, or 

transaction. The information and opinions are subject to updates at 
any time, in accordance with our analytical process, following any 
publicly known event. Consequently, investors or individuals 
accessing this document should make their own investment 
decisions in line with their investment or risk profile, considering 
these circumstances and seeking specific and specialized advice from 
authorized professionals for such purposes, without any liability for 
Indexity, S.A. de C.V.

The analysis, opinions, and publications presented are based on and 
built using original sources from the issuer and, where applicable, 
from supervisory authorities deemed to be reliable, accurate, and up-
to-date. However, Indexity, S.A. de C.V. assumes no responsibility for 
verifying, updating, or guaranteeing the accuracy or completeness of 
such information. This document complies with the regulatory 
requirements of the Market Abuse Regulation (MAR), as applicable, 
and does not constitute a recommendation, offer, or solicitation to 
purchase, sell, or subscribe for any securities.

Indexity, S.A. de C.V. assumes no responsibility to update, amend, or 
supplement this document, nor does it undertake to notify recipients 
of any subsequent changes, updates, or additional information 
published after the date hereof. The opinions expressed herein may 
change without notice and Indexity, S.A. de C.V. shall not be liable for 
any loss or damage arising from reliance on the contents of this 
document.

This document may be published or distributed through any 
electronic or conventional communication medium. Therefore, the 
information contained herein is not confidential and will be available 
to all potential investors or interested parties under equal conditions. 
The information included in this presentation has been obtained 
from public sources considered reliable; however, Indexity, S.A. de 
C.V. is not responsible for its validity, timeliness, completeness, or 
accuracy for any purpose. As a result, this presentation should not be 
understood as any form of recommendation, either express or 
implied, nor does it guarantee or suggest that investors should rely 
on the accuracy, completeness, or precision of the information or 
opinions contained here.

The purpose of this document is to promote financial inclusion and 
education through professional analysis and knowledge of the 
companies or securities being evaluated.

For the distribution or dissemination of this document, it is sufficient 
to mention the source and attribute authorship to Indexity, S.A. de 
C.V. However, the document does not constitute an offer, investment 
recommendation, or tax strategy. Should any person use or distribute 
it for purposes other than those stated, they shall be liable for any 
damages caused to Indexity, S.A. de C.V., as well as to its 
shareholders, associates, affiliates (in any form), directors, 
administrators, legal representatives, advisors, employees, and any 
other related parties.

Any legal dispute related to this informational document shall be 
governed by Mexican laws and the courts of Mexico City.
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