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Petroleos Mexicanos (PEMEX) 
 

Rating Type Rating Outlook Last Rating Action 

Local Currency Long-Term IDR BBB+ Stable Review - No Action 28 June 2018 

Long-Term IDR BBB+ Stable Review - No Action 28 June 2018 

National Long-Term Rating AAA(mex) Stable Review - No Action 28 June 2018 

Click here for full list of ratings 

 

Financial Summary 
 

(MXNm) Dec 2016 Dec 2017 Dec 2018F Dec 2019F 

Gross Revenue 1,074,093 1,397,030 1,763,348 1,647,989 

Operating EBITDAR Margin (%) 26.6 34.0 42.7 38.2 

FFO Margin (%) -5.4 0.8 4.9 1.3 

FFO Fixed-Charge Coverage (x) 0.2 1.0 1.8 1.2 

FFO-Adjusted Leverage (x) 120.3 19.6 10.4 15.7 

F – Forecast. 
Source: Fitch. 

    

 

Petroleo Mexicanos’ (PEMEX) ratings reflect the government of Mexico’s high incentive to support the company due to 
the very strong sociopolitical and financial consequences a PEMEX financial distress would have for Mexico. Financial 
distress at PEMEX holds the potential to disrupt the supply of liquid fuels to the entire country, which could have material 
socioeconomic consequences for Mexico. The country has been a net importer of hydrocarbons since 2015, and PEMEX 
relies on the import of basic oil products — including dry gas, petroleum products and petrochemicals — to supply local 
demand. Financial distress at PEMEX may also affect the ability of either the government or other government-related 
entities (GREs) within the country to raise financing. 
 
PEMEX’s stand-alone credit profile (SCP) is commensurate with a ‘B–’. Its SCP continues to deteriorate as a result of the 
persistent high level of fund transfers to the Mexican government, which results in negative FCF generation and rising 
debt. The company’s total debt to proved reserves (1P) reached USD14/barrel (bbl) as of March 2018, and it could 
surpass USD15/barrel of oil equivalent (boe) in the short to medium term, which Fitch Ratings considers commensurate 
with insolvency. Fitch believes if the Mexican government fails to prevent PEMEX’s SCP from deteriorating to a ‘CCC’, it 
will indicate the government does not recognize the company’s strategic importance for the country, which could result in 
negative rating actions for PEMEX’s Issuer Default Ratings (IDRs). 

Key Rating Drivers  
Strong Government Linkage: PEMEX’s linkage to the Mexican government results from the very strong incentives to 
support the company given the socio-political and financial consequences a PEMEX default would have for the country. 
PEMEX is Mexico’s largest company and one of the government’s major sources of funds, historically contributing 
between 25% and 30% of government revenues. Although PEMEX’s contributions to the government decreased to 
approximately 10% of government revenues during 2016 and 2017, transfers remain high in relation to the company’s 
cash flow generation.  
 
During the past five years, transfers to the government averaged 38% of sales, or 83% of adjusted EBITDA. As a result, 
the company’s balance sheet steadily weakened, with a significant increase in debt and negative equity since year-end 
2009. Its current debt lacks an explicit guarantee from the Mexican government.  
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Strategic Importance for Energy Security: Linkage to the sovereign arises from the company’s strategic importance in 
the supply of liquid fuels to Mexico. A financial crisis at the oil company would have very strong sociopolitical 
consequences for Mexico, as it may potentially disrupt the country’s liquid fuel supply. Mexico is a net importer of liquid 
fuels as a result of declines in downstream production as well as crude oil production. The country relies on PEMEX for 
virtually all the supply of gasoline and diesel, of which, approximately two-thirds comes from imports. A financial crisis at 
PEMEX also has the potential to have very strong financial consequences for the Mexican government and other GREs, 
especially regarding their access to funding.  
 
Implicit Government Support: Mexico’s implicit support to PEMEX is evidenced by modest capital injections, support for 
pension liabilities and marginal tax reductions. This support so far has been moderate, especially when compared with the 
level of transfers from the company to the government. Fitch expects the government to execute more meaningful supportive 
actions when needed. In 2016, the government injected MXN73.5 billion in the company, of which MXN47 billion was used 
to fund pensions. The company also received MXN15 billion of credit lines from national development banks and  
MXN137 billion of government-issued promissory notes to fund pension cost for the upcoming years. 
 
Deteriorating Underlying Credit Quality: PEMEX’s SPC would be in line with a long-term IDR of ‘B–’ if it were not 
owned by the state and if the government did not provide financial support. PEMEX’s SCP is likely to continue 
deteriorating and potentially reach the ‘CCC’ level in the short to medium term should the Mexican government continue 
extracting large amounts of funds from PEMEX, resulting in weak FFO, negative FCF and increasing leverage.  
 
The company’s SCP can also continue deteriorating as a result of a change in strategy that materially increases 
downstream capex or affects domestic sales’ realization prices, especially if at the expense of lowering upstream capex 
and/or increasing leverage. During the LTM ended March 31, 2018, PEMEX reported an adjusted EBITDA before net 
pension expenses of USD25 billion and FFO of negative USD800 million, while total debt amounted to USD106 billion.  
 
Weak Post-Tax Credit Metrics: Although PEMEX reports moderately solid pre-tax credit metrics, its post-tax credit 
protection metrics are weak as a result of high transfers to the federal government. As of the LTM ended March 31, 2018, 
PEMEX reported a Fitch-calculated FFO-adjusted leverage of 19.1x.  
 
Fitch expects FFO leverage to recover moderately to approximately 10.0x in 2018 under its price deck assumptions and 
deteriorate thereafter. PEMEX’s current leverage as measured by total debt to 1P is also weak at USD14/boe of reserved 
from USD9.2/boe in 2015. This leverage metric could surpass USD15/boe in the short term, a level Fitch considers 
commensurate with a ‘CCC’ SCP. This weakening in leverage could occur either as a result of increasing financial debt to 
maintain high transfers to the federal government or from continued low capital investments to replenish reserves.  
 
Capex Cuts Reduce Production: Fitch expects production and hydrocarbon reserves to continue declining over the next 
two years and to potentially stabilize thereafter, as current capex is insufficient to replenish reserves. PEMEX’s 
exploration and production capex for 2017’s and 2018’s budgets of USD4.5 billion and USD4.3 billion, respectively, is not 
enough to replenish average annual production of approximately 1 billion boe/year, or 2.7 million boe/d, reported during 
2017.  
 
The current levels of farm-outs, joint ventures, tax reductions and investment are not sufficient to reverse the production 
decline trend in the short term. Fitch estimates production could decline 5%/year over the next two years and stabilize 
thereafter. Potential increases in production from farm-outs, joint ventures and lower taxes could partially offset the 
production decline in the medium to long term.  
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Rating Derivation Relative to Peers 
 

Rating Derivation Versus Peers 

Peer Comparison PEMEX’s linkage to the sovereign is similar in nature to its peers, namely Petroleo Brasileiro S.A.  
(Petrobras, BB–/Stable) and Ecopetrol S.A. (BBB/Stable). It also compares with Empresa Nacional del 
Petroleo (ENAP, A/Stable), Petroleos del Peru - Petroperu S.A. (BBB+/Stable) and Petroleos de 
Venezuela S.A. (PDVSA, RD). These companies all have strong linkage to their respective sovereigns 
given their strategic importance to each country and the potentially significant negative sociopolitical and 
financial implication a financial distress would have for the country. 
PEMEX’s ratings reflect its close linkage to the government of Mexico, its fiscal importance to the 
sovereign and strategic importance to the country. PEMEX’s ratings also reflect the company’s 
competitive pre-tax cost structure, national and export-oriented profile, sizable hydrocarbon reserves and 
its strong domestic market position. The ratings are constrained by PEMEX’s substantial tax burden, 
significant unfunded pension liabilities, large capital-investment requirements, negative equity and 
exposure to political interference risk. 
Fitch views PEMEX’s SCP as commensurate with a ‘B–’ rating, which is three notch below Petrobras’ 
SCP of ‘BB–’ and six notches below Ecopetrol’s SCP of ‘BBB–’, primarily due to PEMEX’s weaker capital 
structure and increasing debt and leverage trajectory. PEMEX’s SCP of ‘B–’ reflect the company’s 
burdensome transfers to Mexico’s federal government; its large and increasing financial debt balance 
when compared with total reserves of approximately USD14/bbl of 1P; FFO-adjusted leverage in excess 
of 20.0x; and its decreasing production and reserves trend. 

Parent/Subsidiary Linkage GRE methodology is used to rate PEMEX.  

Country Ceiling No Country Ceiling constraint was in effect for these ratings. 

Operating Environment No operating environment influence was in effect for these ratings. 

Other Factors PEMEX’s linkage to the Mexican government results from Mexico’s very strong incentive to support the 
company given the sociopolitical and financial consequences a PEMEX default would have for the 
country. 

Source: Fitch. 
 

Navigator Peer Comparison 
 

Rating Sensitivities  
Developments That May, Individually or Collectively, Lead to Positive Rating Action 
• Although not expected in the short term, an upgrade of ratings could result from an upgrade of the sovereign coupled 

with strong operating and financial performance, and/or a material reduction in PEMEX’s tax burden. 

• While not expected, a reduction in PEMEX's tax burden that aligns it with international industry practices could help 
stabilize the company’s SCP. 

• An improvement in FFO-adjusted leverage to around 5.0x and or a reduction in total debt-to-1P reserves to below 
USD10/boe and/or sustained positive free cash flow could normalize PEMEX’s SCP at the ‘B’ rating category.  

Developments That May, Individually or Collectively, Lead to Negative Rating Action 
• A downgrade of the sovereign’s rating; 

• The perception of a lower degree of linkage between the company and the sovereign; 

IDR/Outlook

B/Sta bb-  bb  bb  bb-  bb-  bbb  bb+  a  bb+ 
BBB+/Sta bbb  bbb  a  aa  b  aa  bb-  b-  bb 
RD/RWOff b-  ccc  a-  aa  bb  aa  bb+  bbb-  b- 
BBB/Sta bbb  bbb  bbb  bbb  bbb  a-  bbb-  a-  bbb+ 
BB-/Sta bb  bbb-  aa  aa  bbb  aa  a+  bb-  bb 

Source: Fitch Importance  Higher  Moderate  Low er

Financial 
Structure

Financial 
Flexibility

Financial profile

Name

Issuer

Management 
and Corporate 

Governance
Diversificati

on
Proved 

Reserves
Cash Flow 

Cycle Production Size Profitability
Operating 

Environment

Business profile

Petroleos Mexicanos (Pemex)

Petroleos de Venezuela S.A. (PDVSA)

Ecopetrol S.A.

Petroleo Brasileiro S.A. (Petrobras)

YPF S.A.
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• A substantial deterioration in credit metrics leading to a SCP commensurate with a ‘CCC’ rating. This could result 
from an increase in total debt/1P reserve to USD15/boe, the expectation of a sustained FFO-adjusted leverage 
above 8.0x and/or continue negative FCF. 

Liquidity and Debt Structure 
Adequate Liquidity: Liquidity is supported by cash on hand of approximately USD6 billion as of March 31, 2018. 
PEMEX’s liquidity is also supported by its proven track record of access to international debt capital markets. The 
company raised approximately USD10 billion of debt during 1H18. The proceeds from these issuances were used to 
finance capital investments, repay debt and for general corporate purposes, which included transfers to the federal 
government. The debt-amortization schedule is well balanced, with somewhat manageable short-term debt maturities. 
During 2016, 2017 and YTD 2018, PEMEX successfully implemented several liability-management operations to extend 
its amortization profile, and short-term debt amounted to approximately USD10.5 billion as of March 31, 2018.  
 
Liquidity is further bolstered by a robust pre-tax cash flow generation supported by a competitive operational cost 
structure. The company’s available undrawn committed revolving credit lines amounted to USD6.7 billion and  
MXN23.5 billion as of March 2018. Fitch estimates operating cash costs to be less than USD20/boe, including interest 
costs and full allocation of administrative expenses to the upstream business. 

Debt Maturities and Liquidity at FYE17 
 

Liquidity Summary Original Original 

(MXN Mil.) 12/31/16 12/31/17 

Total Cash and Cash Equivalents 163,533 97,852 

Short-Term Investments 0 0 

Less: Not Readily Available Cash and Cash Equivalents 0 0 

Fitch-Defined Readily Available Cash and Cash Equivalents 163,533 97,852 

Availability Under Committed Lines of Credit 99,174 130,348 

Total Liquidity 262,707 228,200 

  
 

 

LTM EBITDA 285,770 474,715 

LTM FCF -282,061 -137,370 

Source: Fitch, company filings.    

  
 

Scheduled Debt Maturities   Original 

  
 

 

(MXN Mil.)   12/31/17 

Current Year 
 

157,209 

Plus One Year   159,403 

Plus Two Years 
 

209,916 

Plus Three Years   185,308 

Plus Four Years 
 

158,761 

Thereafter   1,167,278 

Total Debt Maturities   2,037,875 

Source: Fitch, company filings.   
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Key Rating Issues 
 

High transfers to the government 
The Issue In 2017, transfers to the government in the form royalties, duties and some above-the-line extraction taxes 

amounted to approximately MXN395 billion, or approximately 28% of revenues. 

Our View Sizable transfers to the central government significantly affect cash flow generation from operations. This forces 
the company to raise external financing in the form of incremental debt to cover investments. PEMEX 
transferred around 86% of its EBITDA to the government in the form of taxes and royalties during 2017, and 
reported practically null FFO as a result. Approximately MXN63.9 billion of transfers are extraction taxes before 
EBITDA. The company covered 2017 negative FCF of USD7.2 billion mostly with debt issuance, and debt 
surpassed USD100 billion in 2017. Leverage, as measured by total debt/EBITDA in U.S. dollar-denominated 
terms, was 4.2x as of December 2017. Total debt/1P grew to USD14.0/boe from USD6.3/boe as of year-end 
2014.  
PEMEX continues to implement the budgetary cuts introduced in 2016 to mitigate the downturn of global 
hydrocarbon prices and continued steep transfers to the central government. The reductions, while helping 
somewhat stem the significant negative FCF, is negatively affecting operating metrics, as most of the cuts come 
from lower investments. Production continues to decrease and reserve replacement is very low as a result.  

Timeline Ongoing Rating Impact: Negative 

PEMEX’s SCP under pressure 
The Issue Fitch believes PEMEX’s SCP, which is currently in line with a ‘B–’ rating, will remain under pressure.  

Our View PEMEX is currently rated in line with the sovereign. Mexico’s government is highly incentivized to support the 
company by the very strong sociopolitical and financial consequences the company’s financial distress would 
have for the country. According to Fitch’s methodology, despite the strong linkage between PEMEX and the 
sovereign, the company’s ‘BBB+’ ratings could be downgraded if its SCP drops to a ‘CCC,’ as an unsustainable 
capital structure is no longer consistent with the ‘very strong’ designation needed to maintain the same ratings. 
Some of the key credit measures Fitch will monitor when determining whether to rate the SCP ‘CCC’ and break 
the equalization of the ratings are any combination of the following: an increase in leverage, in terms of total debt 
to 1P, to USD15/boe from USD14/boe; the expectation that FFO-adjusted leverage will remain above 8.0x; or 
continued negative FCF.  

Timeline Long-Term Rating Impact: Negative 

Upcoming farm-outs and migration 
The Issue After the country’s energy reform, PEMEX pursued farm-outs and other partnerships to diversify and strengthen 

its exploration and production portfolio, and focus on the most profitable projects. Through farm-outs, PEMEX 
sells a partial interest in fields granted to it and enters into agreements for the joint operation of such fields. This 
requires third parties to make financial contributions to the partnership and provide field services, allowing the 
company to recoup some of its previous investments in the fields and share some of the risk associated with the 
further development, while maintaining an interest in the future profits. 

Our View More migrations of this type will be essential for the company to increase its ability to retain internal cash flow 
generation by reducing government take. These agreements are very positive in the long term, as Fitch estimates 
incremental production will come online by 2023 with lower government take and minimal cash outflows. The 
success of this farm-out could be positive for the company, as it could facilitate the execution of additional farm-outs. 

Timeline Long-Term Rating Impact: Positive 
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Gasoline price liberalization 
The Issue Mexico liberalized fuel prices throughout the country in 2017. The price liberalization aimed at establishing a 

competitive fuel market without government price controls, and eliminated subsidies and/or targeted them to specific 
low-income groups. The fuel price liberalization allows PEMEX, and potentially eventual private participants, to 
receive wholesale international reference prices adjusted for quality, transportation and handling costs. 

Our View Price liberalization is key to attracting private participation in the downstream and fuel-commercialization 
industry. PEMEX was able to convert significant losses in fuel commercialization to a marginal gross profit. 
PEMEX’s downstream gross income after reversal of impairments increased to MXN9 billion in 2017 from a loss 
of MXN53 billion in 2016. A reversal of this policy or the introduction of price controls at the expense of PEMEX’s 
profitability will have significantly negative FCF implications for the company. 

Timeline Ongoing Rating Impact: Positive 

Large pension liabilities 
The Issue PEMEX’s pension obligations and other post-employment benefits (POPEBs) amounted to USD63.6 billion as of 

YE 2017.  

Our View Although PEMEX significantly benefited from pension reform of 2016, matching contributions from the Mexican 
government and Mexican peso depreciation, the company’s unfunded POPEBs continue to be sizable at 
approximately USD63.6 billion as of December 2017. This is a significant decrease from approximately  
USD98.6 billion as of March 2015, before the company concluded pension reform. Fitch expects POPEB 
liabilities to continue growing over the medium term from a post-restructuring amount, as employees who were 
not covered by the reform and do not opt to migrate to the new pension plan approach retirement age.  
Annual contributions to fund POPEB payments, which totaled approximately MXN52 billion in 2017, are 
somewhat manageable. These contributions were marginally lower than the contributions to the pension fund of 
approximately MXN52 billion in the same year, marginally decreasing pension plan assets. The approximately 
MXN8.5 billion of funds available under the plan compare very unfavorably with POPEB liabilities. Fitch does not 
consider pension liabilities as debt when calculating its leverage metrics, but assesses the company’s ability to 
make planned contributions. Fitch also finds it very unlikely the Mexican government would allow PEMEX to not 
serve POPEB obligations as they come due.  

Timeline Ongoing Rating Impact: Neutral 
 

Key Assumptions  
Fitch’s key assumptions within our rating case for the issuer include: 
• Average West Texas Intermediate (WTI) crude prices of USD65/bbl in 2018, USD60/bbl in 2019 and USD55/bbl in 

the long term; 

• Capex cuts implemented in 2017 continue for the medium term; 

• Production declines by 5% over the next two years before stabilizing; 

• PEMEX will receive necessary support from the government; 

• Cash taxes remain unchanged. 
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Financial Data  
 

(MXNm) Historical Forecast 

 Dec 2015 Dec 2016 Dec 2017 Dec 2018F Dec 2019F Dec 2020F 

Summary Income 
Statement 

 

Gross Revenue 1,161,760 1,074,093 1,397,030 1,763,348 1,647,989 1,526,457 

Revenue Growth (%) -28.5 -7.5 30.1 25.5 -6.5 -7.4 

Operating EBITDA 
(Before Income From 
Associates) 

383,134 285,770 474,715 752,343 629,236 552,828 

Operating EBITDA 
Margin (%) 

33.0 26.6 34.0 42.7 38.2 36.2 

Operating EBITDAR 383,134 285,770 474,715 752,343 629,236 552,828 

Operating EBITDAR 
Margin (%) 

33.0 26.6 34.0 42.7 38.2 36.2 

Operating EBIT -151,023 412,599 110,445 610,136 487,560 411,635 

Operating EBIT Margin (%) -13.0 38.4 7.9 34.6 29.6 27.0 

Gross Interest 
Expense 

-67,774 -98,844 -117,645 -113,260 -116,928 -123,272 

Pretax Income 
(Including Associate 
Income/Loss) 

-381,067 73,377 52,128 496,876 370,632 288,363 

  

Summary Balance 
Sheet 

 

Readily Available Cash 
and Equivalents 

109,369 163,533 97,852 78,232 64,719 59,056 

Total Debt with Equity 
Credit 

1,493,382 1,983,171 2,037,875 2,080,665 2,171,262 2,311,346 

Total Adjusted Debt 
with Equity Credit 

1,493,382 1,983,171 2,037,875 2,080,665 2,171,262 2,311,346 

Net Debt 1,384,013 1,819,638 1,940,023 2,002,433 2,106,543 2,252,290 

  

Summary Cash Flow 
Statement 

 

Operating EBITDA 383,134 285,770 474,715 752,343 629,236 552,828 

Cash Interest Paid -62,737 -88,754 -108,910 -113,260 -116,928 -123,272 

Cash Tax -351,370 -301,050 -377,192 -498,591 -434,637 -392,086 

Dividends Received 
Less Dividends Paid to 
Minorities 
(Inflow/[Out]flow) 

0 0 0 0 0 0 

Other Items Before 
FFO 

-23,133 45,510 22,661 -54,597 -56,562 -58,599 



 

 

    

 
 Corporates  

  Energy (Oil & Gas) / Mexico  
    

     Petroleos Mexicanos (PEMEX)   
 August 2, 2018 8  

    

Funds Flow from 
Operations 

-54,106 -58,524 11,274 85,895 21,109 -21,129 

Change in Working 
Capital 

90,307 -72,128 -56,785 -34,812 11,203 11,802 

Cash Flow from 
Operations (Fitch 
Defined) 

36,201 -130,652 -45,511 51,084 32,311 -9,326 

Total Non-Operating/ 
Nonrecurring Cash 
Flow 

0 0 0    

Capex -253,514 -151,408 -91,859    

Capital Intensity 
(Capex/Revenue) 

21.8 14.1 6.6    

Common Dividends 0 0 0    

FCF -217,313 -282,061 -137,370    

Net Acquisitions and 
Divestitures 

0 -3,769 0    

Other Investing and 
Financing Cash Flow 
Items 

4,381 22,685 9,036 0 0 0 

Net Debt Proceeds 185,353 227,004 62,655 42,791 90,597 140,084 

Net Equity Proceeds 10,000 73,500 0 0 0 0 

Total Change in Cash -17,580 37,359 -65,679 -19,342 -13,513 -5,663 

  

Additional Cash Flow 
Measures 

 

FFO Margin (%) -4.7 -5.4 0.8 4.9 1.3 -1.4 

  

Calculations for 
Forecast Publication 

 

Capex, Dividends, 
Acquisitions and Other 
Items Before FCF 

-253,514 -155,178 -91,859 -113,216 -136,421 -136,421 

FCF After Acquisitions 
and Divestitures 

-217,313 -285,830 -137,370 -62,132 -104,109 -145,747 

FCF Margin (After Net 
Acquisitions) (%) 

-18.7 -26.6 -9.8 -3.5 -6.3 -9.5 

  

Coverage Ratios (x)  

FFO Interest Coverage -0.1 0.2 1.0 1.8 1.2 0.8 

FFO Fixed-Charge 
Coverage 

-0.1 0.2 1.0 1.8 1.2 0.8 

Operating 
EBITDAR/Interest Paid 
+ Rents 

6.1 3.2 4.4 6.6 5.4 4.5 
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Operating 
EBITDA/Interest Paid 

6.1 3.2 4.4 6.6 5.4 4.5 

  

Leverage Ratios (x)  

Total Adjusted 
Debt/Operating 
EBITDAR 

3.9 6.9 4.3 2.8 3.5 4.2 

Total Adjusted Net 
Debt/Operating 
EBITDAR 

3.6 6.4 4.1 2.7 3.3 4.1 

Total Debt with Equity 
Credit/Operating 
EBITDA 

3.9 6.9 4.3 2.8 3.5 4.2 

FFO-Adjusted 
Leverage 

-234.8 120.3 19.6 10.4 15.7 22.6 

FFO-Adjusted Net 
Leverage 

-217.6 110.4 18.7 10.1 15.3 22.1 

F – Forecast. 
Source: Fitch, company filings. 

 
 

 
How to Interpret the Forecast Presented 
The forecast presented is based on the agency’s internally produced, conservative rating case forecast.  It does not represent the forecast of 
the rated issuer. The forecast set out above is only one component used by Fitch to assign a rating or determine a rating outlook, and the 
information in the forecast reflects material but not exhaustive elements of Fitch’s rating assumptions for the issuer’s financial performance. As 
such, it cannot be used to establish a rating, and it should not be relied on for that purpose.  Fitch’s forecasts are constructed using a 
proprietary internal forecasting tool, which employs Fitch’s own assumptions on operating and financial performance that may not reflect the 
assumptions that you would make.  Fitch’s own definitions of financial terms such as EBITDA, debt or free cash flow may differ from your own 
such definitions. Fitch may be granted access, from time to time, to confidential information on certain elements of the issuer’s forward 
planning.  Certain elements of such information may be omitted from this forecast, even where they are included in Fitch’s own internal 
deliberations, where Fitch, at its sole discretion, considers the data may be potentially sensitive in a commercial, legal or regulatory context. 
The forecast (as with the entirety of this report) is produced strictly subject to the disclaimers set out at the end of this report.  Fitch may 
update the forecast in future reports but assumes no responsibility to do so. 
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Rating Navigator 
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Corporates Ratings Navigator
Oil & Gas Production

Operating Environment Management and Corporate Governance

bbb+ bbb a- bbb

bbb aa bbb+ bbb

bb bbb bbb

b- bbb- bbb

ccc+ bb+

Diversification and Environmental Risk Proved Reserves

aa- aa aaa aa

a+ bbb aa+

a aa

a- aa-

bbb+ a+

Cash Flow Cycle Production Size

bb- b aaa aa

b+ aa+

b aa

b- aa-

ccc+ a+

Profitability Financial Structure

bb+ bbb b+ ccc

bb b b ccc

bb- b- b

b+ ccc+

b ccc

Financial Flexibility

bbb- bbb

bb+ bbb

bb ccc

bb- bbb

b+ b
Navigator Version: RN 1.44.3.0

Production (thousand 
boe/day)

Good quality reporting w ithout signif icant failing. Consistent w ith the average of listed 
companies in major exchanges.

Some group complexity leading to somew hat less transparent accounting statements. 
No signif icant related-party transactions.

Good CG track record but effectiveness/independence of board less obvious. No 
evidence of abuse of pow er even w ith ow nership concentration.

>4 billion

Moderate exposure to environmental regulations and/or material but manageable 
remediation costs relative to projected cash f low s.

Integrated players benefitting from diversity and spread of volatility, w hich smooths 
out projects. Ratings limited by scale of operations.

>2,000

Total Adjusted 
Debt/Operating 

4.5x

>7.0x

>8.0x

Lease Adjusted FFO Net 
Leverage

Lease Adjusted FFO 
Gross Leverage

5.0x

Some FX exposure on profitability and/or debt/cash f low  match. Effective hedging in 
place.

1.25x

One year liquidity ratio above 1.25x. Well-spread maturity schedule of debt but 
funding may be less diversif ied.

Financial policies less conservative than peers but generally applied consistently.

Reserve Base (boe)

Governance Structure

Management Strategy

Financial Access

Economic Environment

Systemic Governance

Petroleos Mexicanos (Pemex)

Strategy may include opportunistic elements but soundly implemented.

Systemic governance (eg rule of law , corruption; government effectiveness) of the 
issuer’s country of incorporation consistent w ith ‘bb’.

Very strong combination of issuer specif ic funding characteristics and of the 
strength of the relevant local f inancial market.

Average combination of countries w here economic value is created and w here 
assets are located. 

Capex expected to materially exceed cashflow  over the rating horizon typically due 
to focus on  expansionary projects.

How to Read This Page: The left column shows the three-notch band assessment for the overall Factor, illustrated by a 
bar. The right column breaks down the Factor into Sub-Factors, with a description appropriate for each Sub-Factor and its 
corresponding category. 

EBITDAR/(Gross Interest 
Expense + Rent)

FX Exposure

FFO Fixed Charge Cover

Liquidity 

Financial Discipline

Capex/CFO (%)

FFO ($) $4 billion

Financial Transparency

Group Structure 

Diversification

Environmental Risk

Free Cash Flow Negative across the cycle.
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Simplified Group Structure Diagram 

Consolidated Organizational Structure — Petroleos Mexicanos
(USD Mil., As of Dec. 31, 2017)

IDR – Issuer Default Rating.
Source: PEMEX.

Petroleos Mexicanos 
IDR — BBB+/Stable

PEMEX Exploration and Production

P.M.I. Marine DAC

PEMEX
Industrial Transformation

Mex Gas Internacional, Ltd. 

PEMEX Drilling and Services

PEMEX Ethylene

P.M.I. Comercio Internacional, S.A. de C.V.

P.M.I. Holding, B.V.

P.M.I. Holding Petroleos España, S.L.

P.M.I. Norteamerica, S.A. de C.V.

P.M.I. Services North America, Inc. 

P.M.I. Trading, Ltd. 

P.M.I. Holding North America, Inc.

P.M.I. Services, B.V. 

PEMEX Internacional
España S.A.

Kot Insurance Co. AG

PEMEX Desarrollo Invesrion
Inmobiliarias, S.A. de C.V.

PEMEX Finance, Ltd.

98.30%

100.00%

100.00%

28.30%

44.50%

48.50%

99.00%

99.90%

100.00%

0.01%

100.00%

100.00%

100.00%

100.00%

71.79%

55.60%

51.50%

51.00%

Corporate operations of Petroleos Mexicanos.
Subsidiary entities and their subsidiary companies.

The PMI Group.
Other subsidiary companies.

Cash 6,085
Total Debt 106,720
EBITDA 25,133
Total Debt/EBITDA (x) 4.1
EBITDA/Interest (x) 4.4

P.M.I. Campos Maduros 
SANMA, S. de R.L. de C.V.

51.04%

99.99%

48.99%

0.01%

2.25%
PPQ Cadena Productiva, S.L.

P.M.I. Infraestructura de 
Desarrollo, S.A. de C.V.

Pro-Agroindustria, S.A. de C.V.

PMI Azufre Industrial, S.A. de C.V.

Hijos de J. Barreras, S.A.

PEMEX Procurement 
International, Inc.

Servicios S.A. de C.V.

99.00%

0.02%

100.00%

100.00%

100.00%

99.98%

97.75%

Compania Mex. de 
Exploraciones S.A. de C.V.

60.00%

PEMEX Logistics

PEMEX Cogeneration and Services

PMX Cogeneracion Internacional, S.L.

PMS Cogeneracion S.A.P.I. de C.V.

PEMEX Fertilizers

PMX Fertilizantes Holding S.A. de C.V.

PMX Fertilizantes Pacifico S.A. de C.V.

Grupo Fertinal S.A. de C.V.

100.00%

100.00%

99.99%

99.99%

99.99%0.01%

0.01%

0.01%

P.M.I. Ducto de Juarez S. de R. L de C.V.

PMI C. T. Gas Natural, S.A. de C.V.

PMI S.P. Transoceanico, S.A. de C.V.

PMI Transoceanico G LP, S.A. de C.V.

P.M.I. Midstream del C., S.A. de C.V.

99.00%

99.00%

99.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

100.00%

P.M.I. Field Management 
Resources S.A.
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Peer Financial Summary 
 

Company Date Rating Revenue 
Operating 

EBITDA 

Total Debt With 
Equity Credit/ 

Operating 
EBITDA (x) 

Total Net Debt 
With Equity 

Credit/ 
Operating 

EBITDA (x) 

Operating 
EBITDA/ 

Interest Paid (x) 

Empresa Nacional del 
Petroleo (ENAP) 

2017 A 6,420 665 6.8 6.7 3.9 

 2016 A 5,217 678 5.769 5.657 4.174 

 2015 A 6,351 743 4.979 4.831 4.595 

Petroleos Mexicanos 
(PEMEX) 

2017 BBB+ 73,964 25,133 4.293 4.087 4.359 

 2016 BBB+ 57,510 15,301 6.94 6.367 3.22 

 2015 BBB+ 73,199 24,140 3.898 3.612 6.107 

Ecopetrol S.A. 2017 BBB 18,697 7,975 1.8 1.4 8.8 

 2016 BBB 15,645 5,297 3.186 2.345 6.569 

 2015 BBB 18,980 6,017 3.142 2.756 9.576 

Petroleo Brasileiro S.A. 
(Petrobras) 

2017 BB– 88,827 24,002 4.5 3.5 3.5 

 2016 BB– 81,405 24,173 4.811 3.917 3.367 

 2015 BB– 97,314 22,760 5.483 4.361 3.651 

YPF S.A. 2017 B 15,109 4,228 2.7 2.1 4. 

 2016 B 14,175 3,928 2.63 2.318 3.594 

 2015 B 16,717 4,820 2.34 1.999 6.667 

Petroleos de Venezuela S.A. 
(PDVSA) 

2016 RD 41,977 9,314 4.349 3.495 8.945 

 2015 RD 55,339 13 98.238 85.157 .18 

Source: Fitch. 
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Reconciliation of Key Financial Metrics 

   
  
  

Reconciliation of Key Financial Metrics for Petroleos Mexicanos (Pemex)
(MXN Millions, As reported) 31 Dec 2017
Income Statement Summary

Operating EBITDA 474,715
+ Recurring Dividends Paid to Non-controlling Interest 0
+ Recurring Dividends Received from Associates 0
+ Additional Analyst Adjustment for Recurring I/S Minorities and Associates 0
= Operating EBITDA After Associates and Minorities (k) 474,715
+ Operating Lease Expense Treated as Capitalised (h) 0
= Operating EBITDAR after Associates and Minorities (j) 474,715

Debt & Cash Summary
Total Debt with Equity Credit (l) 2,037,875
+ Lease-Equivalent Debt 0
+ Other Off-Balance-Sheet Debt 0
= Total Adjusted Debt with Equity Credit (a) 2,037,875
Readily Available Cash [Fitch-Defined] 97,852
+ Readily Available Marketable Securities [Fitch-Defined] 0
= Readily Available Cash & Equivalents (o) 97,852
Total Adjusted Net Debt (b) 1,940,023

Cash-Flow Summary
Preferred Dividends (Paid) (f) 0
Interest Received 16,166
+ Interest (Paid) (d) (108,910)
= Net Finance Charge (e) (92,744)
Funds From Operations [FFO] ( c) 11,274
+ Change in Working Capital [Fitch-Defined] (56,785)
= Cash Flow from Operations [CFO] (n) (45,511)
Capital Expenditures (m) (91,859)
Multiple applied to Capitalised Leases 0.0

Gross Leverage
Total Adjusted Debt / Op. EBITDAR* [x] (a/j) 4.3
FFO Adjusted Gross Leverage [x] (a/(c-e+h-f)) 19.6
Total Adjusted Debt/(FFO - Net Finance Charge + Capitalised Leases - Pref. Div. Paid)
Total Debt With Equity Credit / Op. EBITDA* [x] (l/k) 4.3

Net Leverage
Total Adjusted Net Debt / Op. EBITDAR* [x] (b/j) 4.1
FFO Adjusted Net Leverage [x] (b/(c-e+h-f)) 18.7
Total Adjusted Net Debt/(FFO - Net Finance Charge + Capitalised Leases - Pref. Div. Paid)
Total Net Debt / (CFO - Capex) [x] ((l-o)/(n+m)) -14.1

Coverage
Op. EBITDAR / (Interest Paid + Lease Expense)* [x] (j/-d+h) 4.4
Op. EBITDA / Interest Paid* [x] (k/(-d)) 4.4
FFO Fixed Charge Cover [x] ((c-e+h-f)/(-d+h-f)) 1.0
(FFO - Net Finance Charge + Capit. Leases - Pref. Div Paid) / (Gross Int. Paid + Capit. Leases - Pref. Div. Paid)
FFO Gross Interest Coverage [x] ((c-e-f)/(-d-f)) 1.0
(FFO - Net Finance Charge - Pref. Div Paid) / (Gross Int. Paid - Pref. Div. Paid)

* EBITDA/R after Dividends to Associates and Minorities
Source:  Fitch, based on information from company reports.
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Fitch Adjustment Reconciliation 

  
  
 

Fitch Financial Adjustments – Summary Financials
Petroleos Mexicanos (Pemex)

Reported 
Values

Sum of Fitch 
Adjustments

Other 
Adjustment Adjusted Values

31 Dec 17
Income Statement Summary

Revenue 1,397,030 0 1,397,030
Operating EBITDAR 267,150 207,565 207,565 474,715
Operating EBITDAR after Associates and Minorities 267,150 207,565 207,565 474,715
Operating Lease Expense 0 0 0
Operating EBITDA 267,150 207,565 207,565 474,715
Operating EBITDA after Associates and Minorities 267,150 207,565 207,565 474,715
Operating EBIT 110,445 0 110,445

Debt & Cash Summary
Total Debt With Equity Credit 2,037,875 0 2,037,875
Total Adjusted Debt With Equity Credit 2,037,875 0 2,037,875
Lease-Equivalent Debt 0 0 0
Other Off-Balance Sheet Debt 0 0 0
Readily Available Cash & Equivalents 97,852 0 97,852
Not Readily Available Cash & Equivalents 0 0 0

Cash-Flow Summary
Preferred Dividends (Paid) 0 0 0
Interest Received 16,166 0 16,166
Interest (Paid) (108,910) 0 (108,910)
Funds From Operations [FFO] 11,274 0 11,274
Change in Working Capital [Fitch-Defined] (56,785) 0 (56,785)
Cash Flow from Operations [CFO] (45,511) 0 (45,511)
Non-Operating/Non-Recurring Cash Flow 0 0 0
Capital (Expenditures) (91,859) 0 (91,859)
Common Dividends (Paid) 0 0 0
Free Cash Flow [FCF] (137,370) 0 (137,370)

Gross Leverage
Total Adjusted Debt / Op. EBITDAR* [x] 7.6 4.3
FFO Adjusted Leverage [x] 19.6 19.6
Total Debt With Equity Credit / Op. EBITDA* [x] 7.6 4.3

Net Leverage
Total Adjusted Net Debt / Op. EBITDAR* [x] 7.3 4.1
FFO Adjusted Net Leverage [x] 18.7 18.7
Total Net Debt / (CFO - Capex) [x] -14.1 -14.1 

Coverage
Op. EBITDAR / (Interest Paid + Lease Expense)* [x] 2.5 4.4
Op. EBITDA / Interest Paid* [x] 2.5 4.4
FFO Fixed Charge Coverage [x] 1.0 1.0
FFO Interest Coverage [x] 1.0 1.0

*EBITDA/R after Dividends to Associates and Minorities                     
Source:  Fitch, based on information from company reports.
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FX Screener  
The Fitch FX Screener chart below shows Fitch’s estimates of the foreign currency and local currency split between 
PEMEX’s debt, sales and operating costs. The chart illustrates the relative proportions rather than specific figures, 
thereby acknowledging the limitations of calculating the currency splits for a given financial year. 
 
Fitch considers PEMEX’s FX exposure to be low. The bulk of revenue and cash flow generation are based in U.S. dollars 
or U.S. dollar linked, and a significant portion of debt is U.S. dollar denominated. PEMEX marginally benefited from the 
recent Mexican peso depreciation, as a portion of costs and pension liabilities are denominated in local currency. 
Financial debt is 13% denominated in Mexican pesos, with the balance denominated in U.S. dollars and other currencies.  
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Fitch FX Screener

Source: Fitch

(Petroleos Mexicanos (Pemex) — BBB+/Stable, Dec-17, MXNm)

*Post hedge, absolute figures displayed are Fitch’s analytical estimates, based on publicly available information
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Full List of Ratings  
 

 Rating Outlook Last Rating Action 

Petroleos Mexicanos (PEMEX) 

Local Currency Long-Term IDR BBB+ Stable Review - No Action 28 June 2018 

Long-Term IDR BBB+ Stable Review - No Action 28 June 2018 

National Long-Term Rating AAA(mex) Stable Review - No Action 28 June 2018 
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