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Mexico’s Long Road Back

• Mexico: LatAm’s second largest economy and equity market

• Macro conditions and government macro policies

• Trading liquidity

• Innovation

• Corporate Governance

• Value and a possible road back to recovery
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Mexico – Macro
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Mexico – Governance Regional Comparative

14

-0.60

-0.50

-0.40

-0.30

-0.20

-0.10

0.00

0.10

0.20

0.30

0.40

0.50

1996 1998 2000 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: World Bank Worldwide Governance Indicator| Note: Black - Regulatory Quality; Grey - Control of Corruption
Regulatory Quality:  perceptions of the ability of the government to formulate and implement sound policies and regulations that permit and promote private sector development

Control of Corruption: perceptions of the extent to which agents have confidence in and abide by the rules of society, and in particular the quality of contract enforcement, property rights, the 

police, and the courts, as well as the likelihood of crime and violence.

Governance Perceptions, Brazil

Estimate of governance [ranges from -2.5 (weak) to 2.5 (strong) performance]
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Control of Corruption: perceptions of the extent to which agents have confidence in and abide by the rules of society, and in particular the quality of contract enforcement, property rights, the 

police, and the courts, as well as the likelihood of crime and violence.

Governance Perceptions, Chile

Estimate of governance [ranges from -2.5 (weak) to 2.5 (strong) performance]
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Mexico – Governance Regional Comparative
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Source: World Bank Worldwide Governance Indicator| Note: Black - Regulatory Quality; Grey - Control of Corruption
Regulatory Quality:  perceptions of the ability of the government to formulate and implement sound policies and regulations that permit and promote private sector development

Control of Corruption: perceptions of the extent to which agents have confidence in and abide by the rules of society, and in particular the quality of contract enforcement, property rights, the 

police, and the courts, as well as the likelihood of crime and violence.

Governance Perceptions, Colombia

Estimate of governance [ranges from -2.5 (weak) to 2.5 (strong) performance]
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Conditions Leading to Covid-19

Source: Refinitiv /Fathom Consulting Metric

Fathom Sovereign Fragility Score
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Conditions Leading to Covid-19

Source: Refinitiv 

Data from 2018.

Tourism as a % of GDP
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Source: Refinitiv 

Dark: Gross Exports as a % of GDP

Light: Gross Imports as a % of GDP

EM Trade as a % of GDP

0

20

40

60

80

100

120

140

In
di

a

Ta
iw

an

In
do

ne
si

a

Ph
ili

p
pi

n
es

Th
ai

la
nd

M
al

ay
si

a

Ch
in

a 
(M

ai
n

la
nd

)

So
ut

h 
K

or
ea

A
rg

en
ti

na

B
ra

zi
l

Ch
ile

M
ex

ic
o

R
us

si
a

Tu
rk

ey



2020 TraderForum LatAm
Aztlan Equity Management LLC

September 2020 Virtual Conference

Copyright © All rights reserved
AZTLAN Equity Management, LLC 11

Conditions Leading to Covid-19

Source: MSCI EM data calculated by Refinitiv 

Gold: MSCI EM Asia 12M PE 

Black: MSCI EM LATAM 12M PE

Grey: MSCI EM EUROPE 12M PE

EM Region Valuations
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Gold: MSCI EM LT Earnings Growth Estimate (%, lhs)

Blue: Standard Deviation of 12M Fwd. EPS (rhs)

23:  EM Revisions Quality 
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Conditions Leading to Covid-19

Source: MSCI EM, MSCI World data calculated by Refinitiv 

Gold: MSCI DM Fwd. 12 PE

Blue: MSCI EM Fwd. 12 PE

EM vs DM Valuations 
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Grey Area denotes +/- 1 SD of Premium/Discount

22:  EM Premium/Discount 
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Covid Response

…End of Q1

X Axis: Stringency Index [100 means most regulations, lockdowns and tightest response]

Y Axis: Latest Reported Unemployment Rate (%)

Bubble Size indicates total Covid cases

Data as of 14th April 2020

And Now…

X Axis: Stringency Index [100 means most regulations, lockdowns and tightest response]

Y Axis: Q2 GDP Growth YoY (%)

Bubble Size indicates total Covid cases

Data as of 13th September 2020
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The Mexican Equity Market (A Brief Recap)

*Source: Thompson Reuters Sept 2020

Market Cap as % GDP
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Mexico – Trading Liquidity conditions have worsened, limiting strategies
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Mexico – Not in a cyclical or innovation theme 

14

• Mexico driven by defensiveness as compared to innovation/growth

• Apparent lack of diversified investable options especially in healthcare

• Limited 'stock market' benefits from significant fiscal/monetary expansion [Relative to other EMs]

• Gains in financials, Real estate and Industrials (construction) may not be enough to offset demand fall from

inflationary pressures felt by Staples/Telcos
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Mexico – Lackluster Drive towards Innovation
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Mexico – Governance
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Mexico CG: Moving in the Right Direction
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June 2020

• June 2020: S&PDJ and BMV

launch the first ESG index in

Mexico.

• Promote the adoption of

higher CG standards across

listed companies.

• Establish correlation between

high ESG standards and value

creation.
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Mexico – Multiples and Earnings Growth

Fwd. 12M EPSG (Indexed)
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