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 Opening up
 The reform of Mexico’s energy sector to date has been rapid, but risks 

remain regarding the implementation of the new laws.

 Next level
 Secondary laws have been passed, paving the way for an influx of 

investment following the end of Pemex’s monopoly.

 Deep impact
 A key focus of the reform is to open up Mexico’s highly prospective 

deepwater areas to development.

 Shale gale
 The US shale gale has spurred hopes that a similar boom in unconventional 

production could be achieved in Mexico, despite very different conditions 
above ground.

 Next steps
 Next year will be a significant one for Mexico as private investors jostle for 

position and bidding begins on 169 blocks in ‘Round One’. 
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For 76 years, Mexico’s oil industry was a 
closed shop to private explorers and 
producers, dominated by state-run 
monopoly Pemex. In 1935, the then 
President Lazaro Cardenas, of the ruling 
National Revolutionary Party (PRI), 
nationalised the country’s petroleum 
industry. The nationalisation was 
unwound in December 2013 when the 
Mexican Congress approved a historic 
bill to end the monopoly and open the 
door to foreign and private participation. 

The bill was an element of a broader 
set of structural reforms pushed by 
Mexican President Enrique Pena Nieto, 
of the Institutional Revolutionary Party 
(PRI), which in turn are part of his 
initiative known as “Pact for Mexico”. 

The other reforms, 11 in total, include 
fiscal, labour, education, criminal law, 
electoral regulations and education. 

The Pact is a political agreement 
signed on December 1, 2012, the second 
day after Pena Nieto’s inauguration, by 
the country’s major parties: the National 
Action Party (PAN), the Party of the 
Democratic Revolution (PRD), the ruling 

PRI and the Green Party of Mexico. 
The agreement is based on three 

principles: to strengthen the Mexican 
State; to democratise the economy and 
politics, as well as to expand and to make 
effective the implementation of social 
rights, and to promote the participation of 
citizens as key actors in the design, 
implementation and evaluation of public 
policies. 

 
Mexican moment 
The wave of reforms gave way to what 
has become known as “the Mexican 
moment”. Yet despite the overwhelming 
sense of optimism, reservations remain 
about whether the reforms will achieve 
what they promise. 

If everything goes to plan, Pena Nieto 
would be recognised as one of the 
greatest Mexican reformers in the past 
100 years. That said, most Mexicans will 
not see the benefits of the reforms, such 
as lower energy bills, for at least two 
years, if not more. 

In economic terms, Mexico is already 
taking big strides towards becoming 

Latin America’s leading player in several 
sectors. The biggest of these is the car-
manufacturing industry. Mexico has 
already overtaken Japan as the second 
largest exporter of vehicles to the US, 
and is looks likely to overhaul Canada 
and secure the top spot this year. 

There have been bumps along the way, 
however. In 2012, Mexico’s GDP grew 
4% compared to a year earlier, according 
to the World Bank. But in 2013, the 
figure dropped to 1.1%, and the bank’s 
forecasts say it will only expand by 2.3% 
this year. Nevertheless, Japanese 
financial firm Nomura believes Mexico 
will overtake Brazil, which is currently 
Latin America’s leading economy, in 
several areas in the coming few years. 

Mexico’s economy will also be lifted 
by external factors, mainly a rise in 
labour costs in China, which could mean 
more American companies relocate their 
operations to Mexican manufacturing 
bases. The type of manufacturing that 
moves is also key, as the country is 
attracting high-tech companies such as 
aerospace firms. 

The economic reform proposals led 
Standard & Poor’s to upgrade Mexico’s 
sovereign long-term foreign currency 
rating by one notch to BBB+, on the day 
after the country approved the bill in 
December 2013. The upgrade, with 
stable outlook, moved Mexico higher 
into investment-grade territory, and also 
brought the country in line with Moody’s 
Investors Services of Baa1 and Fitch 
Ratings’ BBB+, all with stable outlook. 
The grade is also at the same level as that 
before the global financial crisis of 
2008.� 
 
(Left) Pena Nieto kicks off the 
reform process in December

CHAPTER 1 

Overview of Mexico’s 

structural reforms 
The liberalisation of Mexico’s energy sector has stirred up interest amongst foreign 
investors, but risks remain regarding implementation of the new laws 
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Mexico has approximately 681 trillion 
cubic feet (19.3 trillion cubic metres) of 
recoverable shale gas reserves, according 
to the US Energy Information 
Administration (EIA). These are the 
second largest reserves in Latin America 
after Argentina and the sixth in the 
world. 

Pemex began exploring for shale oil 
and gas at the beginning of 2010. On its 
website, the company said that 
geological studies had identified six 
potential areas for crude and shale in 
Mexico: Chihuahua; Sabinas; Burro-
Picachos; Burgos; Tampico-
Misantla and Veracruz.  

All of these regions are to the 
east of the country and on the 
Gulf Coast and have an 
estimated 150-459 tcf (4.2-13 
tcm) of recoverable shale gas 
resources. A large slice of 
Mexico’s shale reserves are an 
extension of the Eagle Ford 
formation in southern Texas in 
the US. 

Mexico currently imports a 
sizeable chunk of the natural 
gas it consumes from its 
northern neighbour. Last year, 
the country bought in a record 
1.29 billion cubic feet (36.5 
million cubic metres) per day of 
natural gas in the first quarter, 
up 31% on the same three-
month period in 2012. Volumes 
were up significantly compared 
to 2010, when average imports 
stood at 536 million cubic feet 
(15 mcm) per day. 

The growth in imports has 
been driven by a drop in natural 
gas production by Pemex and 
the fall in US prices, which 

have slid from US$12 per British thermal 
unit to just under US$4 per Btu, as the 
shale gale in America has created a gas 
glut. 

According to Mexican independent 
think tank CIDAC, demand for natural 
gas in Mexico grew 17% from 2007 to 
2012. However, production of natural gas 
grew only 2% in the same period. Pemex 
produces around 6.6 bcf (187 mcm) per 
day of gas. 

David Shields said unconventional 
development implied some very difficult 
challenges, as exploring and producing 

from shale formation posed many 
difficulties. He added it was an area 
where Mexico has little experience, and 
also lacks technology and investment. 

Another big issue for this sector is the 
way land-ownership rights work in 
Mexico. Under the terms of the reforms, 
the state will own the hydrocarbons, as 
against the US, where they are privately 
held. “One of the reasons shale has been 
successful in the US is that when you 
own land there, you also own the sub-
soil, and that is not the case in Mexico: 
what is in the sub-soil belongs to the 

nation,” Shields said.  
This is the case in other 

countries like the UK, and 
has proved an impediment to 
the rapid development of 
shale resources, a fact 
acknowledged by Shields. 
“So companies have to get 
contracts to develop the 
fields on the one hand, and 
then on the other hand some 
kind of negotiation will have 
to be made with landowners 
so that they can get some 
profit from the 
development,” he said. 

In terms of tight oil 
production from Mexican 
shales, NBR forecasts zero 
production for at least the 
next five years and probably 
further as a result of the 
above ground conditions in 
northern Mexico. Security 
issues related to drug cartel 
activity combined with a lack 
of infrastructure, water 
resources and capable 
workers are all obstacles to 
rapid development.� 

CHAPTER 4 

Impact and potential 

on shale and natural gas 
The shale gale in the US has spurred hopes that a similar boom in unconventionals could 
be achieved in Mexico although above ground conditions are considerably different 
 


	CHAPTER 1
	Overview of Mexico’s structural reforms
	CHAPTER 2
	Energy reform legislative process
	CHAPTER 3
	Impact on deepwater production
	CHAPTER 4
	Impact and potential on shale and natural gas
	CHAPTER 5
	What next?
	MEXICO ENERGY MAP
	FACT BOXES

