Rating Action: Moody's downgrades PEMEX's ratings to B1; outlook changed to
stable
11 Jul 2022
New York, July 11, 2022 -- Moody's Investors Service (Moody's) downgraded Petroleos Mexicanos' (PEMEX)
corporate family rating and the senior unsecured ratings on the company's existing notes, as well as the ratings
based on PEMEX's guarantee, to B1 from Ba3. Moody's also affirmed PEMEX's Baseline Credit Assessment
(BCA), which reflects its standalone credit strength, at caa3. These rating actions were triggered by Moody's
announcement on July 8, 2022 that it had downgraded its ratings on the Government of Mexico's to Baa2 from
Baa1 and changed the outlook on the government's ratings to stable from negative. The outlook on Pemex's
ratings is now stable.
Affirmations:
..Issuer: Petroleos Mexicanos
.... Baseline Credit Assessment, Affirmed caa3
Downgrades:
..Issuer: Petroleos Mexicanos
....Corporate Family Rating, Downgraded to B1 from Ba3
....Senior Unsecured Medium-Term Note Program, Downgraded to (P)B1 from (P)Ba3
....Senior Unsecured Regular Bond/Debenture, Downgraded to B1 from Ba3
..Issuer: Pemex Project Funding Master Trust
....Senior Unsecured Medium-Term Note Program, Downgraded to (P)B1 from (P)Ba3
....Senior Unsecured Regular Bond/Debenture, Downgraded to B1 from Ba3
Outlook Actions:
..Issuer: Pemex Project Funding Master Trust
....Outlook, Changed To Stable From Negative
..Issuer: Petroleos Mexicanos
....Outlook, Changed To Stable From Negative
RATINGS RATIONALE
The downgrade on PEMEX's ratings to B1 from Ba3 was prompted by the downgrade of Mexico's rating, given
the critical importance of the government's financial strength and support in the assessment of PEMEX's credit
profile due to its high liquidity risk. The action also considered PEMEX's high debt maturities in 2022-24 and
Moody's expectations for continued negative free cash flow and the need for large amounts of external funding
given persistent loses at the company's refining business, the necessity to maintain capex at least at current
levels to sustain production and reserves stable, and high interest expenses. The action also took into account
that PEMEX's access to the capital markets is currently limited given its high intrinsic credit risk.
Elevated oil prices in 2022-23 in comparison with 2020-21 levels will support higher cash generation at
PEMEX's exploration and production (E&P) business in the period but will simultaneously increase royalties
and operating costs at the refining business. Although oil and gas production growth has been below
management targets, it is positive that, since 2019, PEMEX has been successful in maintaining production

and reserves relatively stable. However, Moody's estimates that, in 2022-24, the company will only be able to
sustain production and reserves at current levels given its inability to invest larger sums of capital in E&P.
PEMEX's B1 rating takes 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, resulting in five notches of uplift from the company's caa3 BCA. Since
2016, and most importantly and increasingly from 2019 to 2021, the government has supported PEMEX in
various ways, including capital injections, tax reductions, and early redemption of notes receivable from the
government. Moody's assumes that the government, as promised, will continue to fund PEMEX's cash needs
and help the company to comply with its debt amortization obligations of $5.1 billion in 2022, $7.5 billion in
2023, and $8.9 billion in 2024, as of March 2022.
PEMEX has weak liquidity and is highly dependent on government support. On March 31, 2022 the company
had $2.4 billion in cash and no availability under its committed revolving credit facilities to address debt
maturities. In addition, Moody's estimates that PEMEX will have substantial negative free cash flow in the next
12-18 months, driven by insufficient operating cash generation to pay interest expenses, taxes, and capital
spending.
The stable outlook on PEMEX's ratings is based on Moody's expectation that the company's business strategy
and financial profile will remain unchanged in the next 12-18 months; it also considers the current stable
outlook on Mexico's ratings.
FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS
A downgrade of Mexico's Baa2 rating would likely result in a downgrade of PEMEX's rating. For an affirmation
of PEMEX's B1 rating following a sovereign downgrade, the company's BCA would have to substantially
improve. Because PEMEX's rating is highly dependent on support from the Government of Mexico, a change
in Moody's assumptions about government support and its timeliness could lead to a downgrade of PEMEX's
rating. A lowering of the BCA could also lead to a downgrade of PEMEX's rating. Factors that could lead to a
lower BCA include material increases in net debt, an operating performance worse than forecasted, reserve
declines and decreases in reserve life.
Conversely, an upgrade of Mexico's Baa2 rating could result in an upgrade of PEMEX's rating given the
importance of the government in providing support to the company's liquidity needs. In addition, factors that
could lead to a higher BCA and potentially a higher rating for PEMEX would include its ability to strengthen its
liquidity position and internally fund sufficient capital reinvestment to fully replace reserves, deliver modest
production growth and generate free cash flow for debt reduction.
ENVIRONMENTAL, SOCIAL, AND GOVERNANCE CONSIDERATIONS
PEMEX's ESG Credit Impact Score is very highly negative (CIS-5). In addition to having very high
environmental risk exposure and high social risk exposure, PEMEX has very high governance risk, including
weak financial strategy and risk management, weak board structure, and policies and procedures.
PEMEX has a very highly negative exposure to environmental risk (E-5 Issuer Profile Score) mainly driven by
very high carbon transition risk, high natural capital risk, high water management risk, and high waste and
pollution risk. Integrated companies with high exposure to upstream business will face increasing pressure
over time, particularly oil producers, as decarbonization efforts and the transition towards cleaner energy
continues.
PEMEX has a very highly negative exposure to social risks (S-5 Issuer Profile Score) mainly driven by health
and safety, responsible production, and demographic & societal pressures. Other drivers include weak
customer relations and high human capital risk.
Governance risks are very highly negative (G-5 Issuer Profile Score) and linked primarily to financial strategy
and risk management, in addition to board structure, policies and procedures, and track record. There is very
high risk related to liquidity and leverage. PEMEX has significant ownership concentration.
The methodologies used in these ratings were Integrated Oil and Gas Methodology published in September
2019 and available at https://ratings.moodys.com/api/rmc-documents/64319 , and Government-Related Issuers
Methodology published in February 2020 and available at https://ratings.moodys.com/api/rmcdocuments/64864. Alternatively, please see the Rating Methodologies page on https://ratings.moodys.com for
a copy of these methodologies.

Founded in 1938, PEMEX is Mexico's national oil company, with fully integrated operations in oil and gas
exploration and production, 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 Asia. In the three months ended March 31, 2022 the company produced an average of 1,755 thousand
barrels of per day of crude oil (excluding partners).
REGULATORY DISCLOSURES
For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found on https://ratings.moodys.com/rating-definitions.
For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security 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 provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the issuer/deal page for the respective issuer on
https://ratings.moodys.com.
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.
The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.
These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website https://ratings.moodys.com.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://ratings.moodys.com/documents/PBC_1288235 .
The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt am Main 60322,
Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating
Agencies. Further information on the EU endorsement status and on the Moody's office that issued the credit
rating is available on https://ratings.moodys.com.
The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf,
London E14 5FA under the law applicable to credit rating agencies in the UK. Further information on the UK
endorsement status and on the Moody's office that issued the credit rating is available on
https://ratings.moodys.com.
Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the
Moody's legal entity that has issued the rating.
Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each
credit rating.
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OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT

INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
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REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT
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All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary
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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 or in preparing its Publications.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
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MOODY’S.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
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use of or inability to use any such information.
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ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR
MANNER WHATSOEVER.
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