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The Silent Energy Sector Reform

The energy sector reform initiated by the Federal Executive 
and approved by Congress in 2013, transformed Mexico’s 
hydrocarbon and electricity markets. There has been talk of 
oil and natural gas exploration and extraction and the over 
USD158 billion in investments it has triggered ever since. 
However, less has been said of the silent transformational 
power of electricity sector reform, which could turn out to 
be just as or even more important to Mexico’s economic 
growth.

As in the hydrocarbon sector, the aim of electricity reform is 
to go from a single supplier model to one of competition that 
fosters investment, infrastructure development and energy 
supply. The amount of investment in this segment so far, 
puts into perspective the importance of this reform for our 
country.

The next few years are expected to herald the arrival of 
more than 100 billion dollars in additional investments, 
more than 22 billion dollars in fossil fuel-based electricity 
generation, almost 60 billion dollars in electricity generation 
using renewable energy sources, more than 700 billion 
dollars in distributed generation, around 11 billion dollars in 
transmission, and more than 8 billion dollars in distribution.

The size of the investment compared to what the hydrocarbon 
sector has attracted is noteworthy, but perhaps the most 
interesting data is that 63 percent of additional capacity for 
meeting electricity demand in the coming years should be 
sourced from clean energies. The first three electricity tenders 
alone should benefit 19 states through the construction of 
70 new power stations, 67 percent of which are planned to 
be fueled by clean energies.

Thus, energy sector reform is not only giving rise to growing 
investment, but also, and above all, a cleaner energy 
mix. Indeed, Ernst & Young’s Renewable Energy Country 
Attractiveness Index (RECAI) states that between 2014 and 
2017, Mexico moved up to 9th from 24th out of a total of 40 
countries analyzed for global appeal in terms of green energy 
investment. Meanwhile, Bloomberg New Energy Finance 
reported that as of March 29, 2018, Mexico posted 516% 
growth in clean energy investment vs. 2017.

The reform promotes projects that involve clean energies, 
such as solar, wind and geothermal power, among others, 
which should permit the reduction of greenhouse gas 
emissions under the Treaty of Paris. The reform gives 
consumers the power to take control of their energy needs 
and choose options they didn’t previously have while at the 
same time caring for the environment. Nowadays consumers 
can install solar panels or generate electricity to meet 
localized energy needs. Likewise, small communities can join 
forces in terms of energy needs by using solar panels as a 
collective community development strategy while minimizing 
the impact on the environment, just like when people share 
vehicles to reduce gas emissions.

The new electricity model operates with many companies, 
generation methods, and more efficient transmission and 
distribution networks. This should translate into a more 
competitive market, a more sustainable energy portfolio, 
and faster and more sustainable economic growth. The 
changes in the sector are already evident and the benefits 
make this silent reform one of the most transcendental for 
the development of Mexico.

Source: Reforma.
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DISCLOSURES
Pichardo Asset Management, a registered Me�ican and �.S. �nde�endent �n�estment Ad�isor has �re�ared this re�orted �aseda registered Me�ican and �.S. �nde�endent �n�estment Ad�isor has �re�ared this re�orted �ased has �re�ared this re�orted �ased 
on sources it believed to be accurate and reliable. However, the figures are unaudited and neither the Fund, Pichardo Asset 
Management (the Investment Advisor), nor any other persons or authorities guarantee their accuracy. Investors should seek 
their own professional advice and should consider the investment objectives, risks, changes, and expenses before acting on this 
information. Pichardo Asset Management is a registered investment advisor since 2003 in accordance with Section 204 of the 
Investment Advisers Act of 1940 and is also registered as an Independent Investment advisor in Mexico pursuant to articles 225 
and 226 of the Mexican Securities Act under registration number 30018-001 (5365).

Total return figures with distributions reinvested at the dividend reinvestment price are stated net-of-fees and represents past 
performance. Past performance is not indicative of future results, current performance may be higher or lower. Holdings are 
subject to change and are provided for informational purposes only and should not be deemed as a recommendation to buy 
or sell the securities shown. 

Considerations and risks involved in investing in Mexican securities.  
All investments involve risk. Principal loss is possible. Investing internationally involves additional risks such as currency 
fluctuations, market prices volatility, social and economic instability, changes in taxation, periods of illiquidity and other 
factors. Stocks of small-and-mid-capitalization companies involve greater volatility and less liquidity than larger-capitalization 
companies. All Mexican companies are subject to Mandatory IFRS (International Financial Reporting Standards) accounting 
since the year 2011. 
The Fund’s portfolio securities are denominated in Mexican pesos. As a result, the portfolio return in U.S. Dollars securities must 
increase in market value at a rate in excess of the rate of the decline in the value of the Mexican peso against the U.S. dollar in 
order to �resent an e�cess dollar return. 
To read about the Mexico Equity and Income Fund, Inc. please access the Annual Report by calling (414) 765-4255 to receive a 
copy, or access the Annual Report on the Funds website www.mxefund.com, under the section caption investor reports. Investors 
should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. An investment in the 
Fund should not constitute a complete investment program. 
Closed-end funds are traded on the secondary market through one of the stock exchanges. The Fund’s investment return and 
principal value will fluctuate so that an investor’s shares may be worth more or less than the original cost. Shares of closed-
end funds may trade above (a premium) or below (a discount) the net asset value (NAV) of the fund’s portfolio and there is no 
assurance that the fund will achieve its investment objective.

For further information please contact Pichardo Asset Management +52 (55) 5261 4613 imartin@paminversion.com.

Definitions

RECAI: Renewable Energy Country Attractiveness Index that ranks 40 countries on the attractiveness of their renewable energy 
investment and deployment opportunities
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