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BCA lowered to caa1

Mexico, June 06, 2019 -- Moody's de Mexico ("Moody's") affirmed Petroleos Mexicanos (PEMEX)'s long term
national scale and global scale ratings at Aa3.mx / Baa3. Moody's also affirmed the short term national scale
MX-1 rating for PEMEX. This rating action follows Moody's Investors Service (MIS) rating action of affirming
PEMEX's global foreign currency and local currency ratings, as well as ratings based on PEMEX's guarantee,
at Baa3, lowering PEMEX's baseline credit assessment (BCA), which reflects its standalone credit strength, to
caa1 from b3 and changing the outlook to negative from stable on June 6, 2019. These rating actions follow
Moody's announcement on June 5, 2019 that it had changed the Government of Mexico's outlook to negative
from stable and affirmed its A3 ratings.

"We changed the outlook to negative consistent with the change in Mexico's outlook, given the critical
importance of the government's financial strength and support to PEMEX's Aa3.mx / Baa3 ratings,"
commented Pete Speer, Moody's Senior Vice President. "The lowering of the BCA to caa1 reflects our
expectations of ongoing negative free cash flow at PEMEX and declining proved reserves, despite efforts to
cut costs and boost capital spending."

Ratings affirmed as follows:

..Issuer: Petroleos Mexicanos

....Commercial Paper, affirmed at MX-1

....Commercial Paper, affirmed at P-3

....Senior Unsecured Regular Bond, Affirmed at Aa3.mx / Baa3 (PEMEX 09U, PEMEX 10U, PEMEX 10-2,
PEMEX 14, PEMEX 11U, PEMEX 11-3, PEMEX 13-2, PEMEX 14U, PEMEX 14-2, PEMEX 12U, PEMEX 15U)

RATINGS RATIONALE

The change in PEMEX's outlook to negative coincides with the change in Mexico's outlook to negative, given
the importance of the sovereign's credit strength and ongoing support to PEMEX's Aa3.mx / Baa3 ratings.
Mexico's negative outlook reflects Moody's concern that the policy framework is weakening in two key
respects, with potential negative implications for growth and debt. First, unpredictable policymaking is
undermining investor confidence and medium-term economic prospects. Second, lower growth, together with
changes to energy policy and the role of PEMEX, introduce risks to Mexico's medium-term fiscal outlook,
notwithstanding the government's near-term commitment to prudent fiscal policy. For further information,
including factors that could drive Mexico's rating up or down, refer to the rating action press release "Moody's
changes Mexico's outlook to negative from stable; affirms A3 ratings":
https://www.moodys.com/research/Moodys-changes-Mexicos-outlook-to-negative-from-stable-affirms-A3--
PR_400389.

The change in outlook also considers the lowering of PEMEX's BCA to caa1, driven by the continued decline in
proved reserves and Moody's view that the amount of planned capital investment will still fall well short of
replacing reserves in 2019 and 2020. Of further concern is the accelerating decline of proved developed (PD)
reserves, with PD reserve life falling below 5 years at the end of 2018. Despite management's plans to
increase investment and maintenance spending in 2019 and 2020 to stabilize oil production and then grow it,
Moody's believes that reserves replacement will lag and therefore PEMEX's reserve life will continue declining.

Adding to these upstream challenges are the building of a new refinery, with its uncertain costs and timing for
completion. The company will also make necessary maintenance expenditures to improve the operating
performance of its existing refineries. Even with management's plans for costs reductions and efficiency gains,
contemplated savings from reduced fuel theft, and support from the government in the form of tax relief and
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other measures, Moody's still forecasts that PEMEX will generate substantial negative free cash flow in 2019
and 2020 at an oil price assumption of $55 per barrel for Mexican crude. The combination of negative free cash
flow with still insufficient investment to avoid reserves declines supported lowering the BCA to caa1.

PEMEX's Aa3.mx / Baa3 ratings take into consideration Moody's joint default analysis, which includes the
rating agency's assumptions of very high government support in case of need and very high default correlation
between PEMEX and the Government of Mexico (A3 negative), resulting in seven notches of uplift from the
company's caa1 BCA. Since the beginning of 2019, the government has announced various support measures
for PEMEX, including capital injections, tax reductions and early redemption of notes receivable from the
government. The government has discussed using funds from the fiscal (oil) stabilization fund, although that
idea has been withdrawn, and most recently announced plans to further reduce PEMEX's taxes by a combined
$7 billion in 2020-21. Although the specifics regarding support have been subject to many revisions to date,
Moody's base assumption is that the Mexican government will provide sufficient support to fund PEMEX's
negative free cash flow in order to meet the government's and PEMEX's stated objective of avoiding any
further significant increases in net debt at PEMEX from year end 2018 levels.

PEMEX has weak liquidity and is highly dependent on government support. At March 31, 2019, PEMEX had
$3.4 billion of cash and $5.1 billion in unused committed revolving credit facilities to address $8.3 billion in debt
maturities for the next twelve months ended March 2020 (excluding revolver borrowings and accrued interest).
In mid-May, PEMEX obtained two new committed credit facilities that have an aggregate capacity of $5.5
billion and mature in five-years, replacing its $4.75 billion facilities that were scheduled to mature in 2019-20
and providing an incremental $750 million of liquidity. After this transaction, total committed facilities amount to
$9.6 billion. In addition, PEMEX obtained a $2.5 billion term loan that was used to repay a $2 billion term loan
scheduled to mature in 2020, effectively refinancing $2 billion of 2020 maturities.

A downgrade of Mexico's A3 rating would likely result in a downgrade of PEMEX's rating. In order for Moody's
to consider an affirmation of PEMEX's Aa3.mx / Baa3 rating following a sovereign downgrade to Baa1, the
company's BCA would have to substantially improve. Factors that could drive a much higher BCA would be the
ability of the company to internally fund sufficient capital reinvestment to fully replace reserves and deliver
modest production growth, and generate free cash flow for debt reduction. Because PEMEX's ratings are
highly dependent on support from the government of Mexico, a change in assumptions about government
support and its timeliness could lead to a downgrade of PEMEX's ratings.

A lowering of the BCA could also lead to a downgrade of PEMEX's ratings. Material increases in net debt or
worse than forecasted operating performance, reserves declines and decreases in reserves life are factors
that could lead to a lower BCA.

An upgrade is unlikely given the negative outlook for Mexico's A3 rating and Moody's expectations for
continued negative free cash flow and proved reserves declines at PEMEX.

Founded in 1938, PEMEX is Mexico's productive state-owned oil and gas enterprise. PEMEX remains the
main energy company in the country, with fully integrated operations in oil and gas exploration and production
(E&P), refining, distribution and retail marketing, as well as petrochemicals. PEMEX is also a leading crude oil
exporter, around 60% of its crude is exported to various countries, mainly to the US and Canada. In the twelve
months ended March 31, 2019 the company produced an average of 1,757 thousand barrels of per day (bpd)
of crude oil (excluding partners) and it had total proved reserves of 6.8 billion barrels of oil equivalent (boe) at
December 31, 2018, with a reserve life of 7.7 years at 2018 production levels.

The methodologies used in these ratings were Global Integrated Oil & Gas Industry published in October 2016,
and Government-Related Issuers published in June 2018. Please see the Rating Methodologies page on
www.moodys.com.mx for a copy of these methodologies.

The period of time covered in the financial information used to determine Petroleos Mexicanos' rating is
between 01/01/2014 and 31/03/2019 (source: Mexican Stock Exchange).

Moody's National Scale Credit Ratings (NSRs) are intended as relative measures of creditworthiness among
debt issues and issuers within a country, enabling market participants to better differentiate relative risks.
NSRs differ from Moody's global scale credit ratings in that they are not globally comparable with the full
universe of Moody's rated entities, but only with NSRs for other rated debt issues and issuers within the same
country. NSRs are designated by a ".nn" country modifier signifying the relevant country, as in ".za" for South
Africa. For further information on Moody's approach to national scale credit ratings, please refer to Moody's
Credit rating Methodology published in May 2016 entitled "Mapping National Scale Ratings from Global Scale



Ratings". While NSRs have no inherent absolute meaning in terms of default risk or expected loss, a historical
probability of default consistent with a given NSR can be inferred from the GSR to which it maps back at that
particular point in time. For information on the historical default rates associated with different global scale
rating categories over different investment horizons, please see
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1174796 .

REGULATORY DISCLOSURES

Information sources used to prepare the rating are the following: parties involved in the ratings, parties not
involved in the ratings, public information, and confidential and proprietary Moody's information.

The ratings have been disclosed to the rated entity prior to public dissemination.

A general listing of the sources of information used in the rating process, and the structure and voting process
for the rating committees responsible for the assignment and monitoring of ratings can be found in the
Disclosure tab in www.moodys.com.mx.

The date of the last Credit Rating Action was 19/03/2019.

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For further information please see the ratings tab on the issuer/entity page
for the respective issuer on www.moodys.com.mx.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.

This credit rating is subject to upgrade or downgrade based on future changes in the financial condition of the
Issuer/Security, and said modifications will be made without Moody's de México S.A. de C.V accepting any
liability as a result.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient
quality and from sources Moody's considers to be reliable including, when appropriate, independent third-party
sources. However, Moody's is not an auditor and cannot in every instance independently verify or validate
information received in the rating process.

Please see Moody's Rating Symbols and Definitions on www.moodys.com.mx for further information on the
meaning of each rating category and the definition of default and recovery.

Please see ratings tab on the issuer/entity page on www.moodys.com.mx for the last rating action and the
rating history. The date on which some ratings were first released goes back to a time before Moody's ratings
were fully digitized and accurate data may not be available. Consequently, Moody's provides a date that it
believes is the most reliable and accurate based on the information that is available to it. Please see our
website www.moodys.com.mx for further information.

Please see www.moodys.com.mx for any updates on changes to the lead rating analyst and to the Moody's
legal entity that has issued the rating.

The ratings issued by Moody's de Mexico are opinions regarding the credit quality of securities and/or their
issuers and not a recommendation to invest in any such security and/or issuer.

http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1174796


Please see the ratings tab on the issuer/entity page on www.moodys.com.mx for additional regulatory
disclosures for each credit rating.
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