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exican equities are under
pressure in the wake of
Trump’s victory.

Opportunity In Mexico In The
Age Of Trump
There is no doubt that the Trump
victory and campaign rhetoric have
take a toll on Mexican equities. The
Mexican IPC Index alone has fallen

more than 18.5% in US Dollar terms
since the results came in and it is
not the only market under pressure.
The peso, which has been in a long
term downtrend versus the dollar,
fell as much as -15% following the
election and it, along with equities,
looks poised to continue the move.
From a technicians point of view
the Mexican equity market could
fall another -5% to -10% in the near
to short term with similar drops
indicated for the peso. Whether or
not these moves will unfold will of
course depend on exactly what it is
that President Elect Trump will do,
and how the market will react.
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Since the election the rhetoric at
least has calmed down a bit. He’s
still calling for a wall, he still wants
to deport illegals but the hard-line
edge has softened, if only a little.
The wall may only be a fence, and
in the end a continuation of policy
first enacted by Bill Clinton and later
furthered by the Bush administration,
deportations will only focus on the
criminal element. The question of
who will pay is still up in the air and
along with it the future relationship
between the US and Mexico,
including the possible renegotiation
of NAFTA.
• The renegotiation of NAFTA is a wild
card the Mexican and US market
will both have to wait on. How it
plays out and its affect on trade
could be a defining moment for
North American relations. No doubt,
there are going to be aspects of the
current deal both sides will want to
change.
The issue, the problem, of illegal
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As traders and investors
it is important to
understand that the sell
off in Mexico is driven
by fear and negative
sentiment

strong volatility ends, we believe the
portfolio will show its “real” value.
I personally believe that this is a
buying opportunity, but you don’t
need to rush. We still need a lot of
information regarding Mr. Trump’s
policies and entourage that will keep
the markets very volatile and thin .
. . Certainly, the odds were against
the election of Mr. Trump. We believe
that the current volatility is caused
by panic selling in a short-term, and
unknown, environment. Mexico may
have negative effects on Trump’s
policies over the medium term, but

internal consumption has increased
over the years and it may be hard to
see it fade away. We are certain that
Mexico has sound public finances,
international reserves are high and
cover all foreign investments in Pesodenominated debt, the fiscal balance
is still very controllable with a goal of
a primary surplus for 2017, and the
country has a line of $86 billion from
the IMF that could be immediately
used.”
Richard Gilmore, Senior Vice
President at Raymond James, said in
an email “I am a contrarian and think
it (the drop in Mexican equities) is a
buying opp but may be wrong!”
The Mexico Fund
The Mexico Fund is a non-diversified
closed end fund focuses on
investment in the Mexican equity
market. Its goal is long term capital
appreciation with a secondary goal
of cash flow. It is intended as a means
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immigration is not one limited to the
US. Mexico itself faces what President
Nieto has called a humanitarian crisis
of South American illegals moving
up through Mexico to cross into
the US. If the joint statement issued
by President Nieto and Candidate
Trump can be believed, the two are
committed to a future of cooperation
that will help secure and strengthen
Mexico, as well as our shared border.
If this is true, and a satisfactory
arrangement can be made where US
border interests and the interests of
the Mexican people are both met,
the Mexican market could very well
recover all of the post election losses
and more.
As traders and investors it is
important to understand that
the sell off in Mexico is driven by
fear and negative sentiment. The
fundamentals that have been driving
the Mexican economy over the past
5+ years, including but not limited
to broad sweeping reforms put in
place by President Nieto, are still in
place. These fundamentals, which
include a burgeoning manufacturing
and export trade, have resulted
in average quarterly GDP growth
greater than 0.7% and annualized
GDP growth in excess of 3%. The
most recent report, for the 3rd
quarter 2016, showed a surprise QOQ
gain of +1%. If we remember that
the Mexican economy is closely tied
to that of the US, when the US does
well Mexico does well, and the new
notion that the Trump economy will
be booming it only makes sense to
think that the Mexican market will be
able to recover from election woes
and likely sooner rather than later.
Alberto Gomez Pimienta, Treasurer
at the Mexico Fund, had this to say …
“Mr. Trump won, the Mexican market
and the Mexican currency were
largely hit, and there is a window
of getting cheaper investments
in Mexico. . . When this period of
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for investors to gain exposure to the
Mexican market through a managed
account. It is incorporated in
Maryland under the Investment Act
of 1940 and traded on the New York
Stock Exchange under ticker symbol
MXF. The fund is primarily invested
in the Bolsa Mexicana De Valores, the
Mexican stock exchange, with a 20%
allowable allotment for issues listed
outside of Mexico but doing business
in Mexico through subsidiary or other
physical presence.
From Mr. Gomez Pimienta :
“The companies that are included
in the portfolio of the Fund are
sound: either linked to Mexican
consumption or organized
internationally and receiving
revenues from abroad, low debt, and
very strong corporate governance.”
The top ten holdings account
for nearly 53% of portfolio value
and are focused on the consumer,
infrastructure, industrial and
technology. On the consumer front
there are four companies; Coca Cola
Femsa (beverages), Kimberly-Clark
De Mexico (consumer products), WalMart De Mexico (retail) and Fomento
Economico Mexicano (beverages).
The industrial/infrastructure
front is represented by Groupo
Mexico (mining), Cemex (building
materials), Grupo Aeroportuario del
Centro Norte (airports) and Alfa (a
holding company). Technology and
financials round out the top ten with
America Movil (telecom) and Grupo
Financiero Banorte (financials).

Current net asset value (NAV)
is hovering around $15.84, about
$2 below the pre-election level.
Share price is near $14.25 which
gives a discount of roughly -10%
on the underlying portfolio. The 6
month average discount is a little
less, about -11.5%, which reveals
a recent narrowing of discount.
Considering the fact that the 3 year
average discount is only -5.44% and
that in that time the fund has traded
at a PREMIUM to its NAV there is
significant potential for the current
discount to continue to narrow,
providing entry for value investors
and capital gains through mean
reversion to historic discount levels.
The yield at today’s value is
3.5%, and paid quarterly. The fund
pays its dividend according to a
managed distribution plan of 3%
of NAV as reported on the last day
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of the previous calendar year. The
board, due to adverse conditions
in the currency market, declining
oil prices, expected US interest rate
normalization and weak global GDP
growth, have made the decision
to cut the MDP to only 3% of NAV,
based on the last years closing value.
The board maintains a positive
outlook on the Mexican economy
and the fund, which has beaten its
benchmark, the MSCI Mexico Index,
in the past 1, 3, 5 and 10 year periods.
Since the MDP’s inception the fund
has delivered more than $27.50,
more than 150% of current NAV, in
distributions and expects to continue
paying out a regular dividend into
the future.
“Despite the current environment,
the Board maintains a positive view
on the long-term perspectives of the
Mexican economy and the Fund.”

Disclaimer: The opinions in this article are for informational purposes only and should not be construed as a recommendation
to buy or sell the stocks mentioned. Please do your own due diligence before making any investment decision.

