
The Economic Landscape Changing
Capital Markets Law in Mexico
Category: Capital Markets,Publications
written by Nader, Hayaux & Goebel | abril 11, 2019
In  an  interview  with  Best  Lawyers  CEO  Phillip  Greer,  Partner  Michell  Nader
discusses Nader, Hayaux & Goebel’s 2019 “Law Firm of the Year” award for Capital
Markets Law in Mexico. Nader credits the attorneys on his team who have made the
biggest impact on the firm this year, and offers predictions for what’s to come of the
financial markets in Mexico through 2019.

What achievements are you most proud of from this past year?

If we look at the context of last year, it was an extremely complicated year from an
economic standpoint. We had two factors that weighed heavily in the markets. One
was whether NAFTA would be renewed, modified, or canceled with the U.S. and
Canada; that put a lot of stress in the markets. And the second one was the very long
presidential election period. There were a lot of questions and clients were hesitant
at times to embark in new projects.

So, with those macroeconomic and political issues around you can understand that it
was not an easy year for capital markets. Nonetheless, we managed to close a very
large number of transactions, many of which included new structures and yielded
fantastic results for our clients.

Are there any attorneys at your firm you’d like to recognize, who greatly
assisted with your recent significant cases?

It would not be possible to have these and many other capital market transactions
close without a great team. I would say my partners Hans Goebel, Julián Garza,
Gunter Schwandt, Héctor Arangua, and Adalberto Valadez stand out. So do Diego
Sánchez,  Mónica Ramos,  and Ana Paula Telleria,  who just  made partner,  Jenny
Ferrón, and a few others. And as I said before, getting to this point without a great
team would be just impossible.

https://www.nhg.mx/es/the-economic-landscape-changing-capital-markets-law-in-mexico/
https://www.nhg.mx/es/the-economic-landscape-changing-capital-markets-law-in-mexico/
https://www.bestlawyers.com/article/nader-hayaux-goebel-interview/2361
https://www.nhg.mx/en_gb/team_member/mns/
https://www.nhg.mx/en_gb/nhg-recognized-as-law-firm-of-the-year-2018-by-best-lawyers/
https://www.nhg.mx/en_gb/nhg-recognized-as-law-firm-of-the-year-2018-by-best-lawyers/
https://www.nhg.mx/en_gb/team_member/hans-p-goebel-c/
https://www.nhg.mx/en_gb/team_member/julian-garza-c/
https://www.nhg.mx/en_gb/team_member/gunter-schwandt-g/
https://www.nhg.mx/en_gb/team_member/hector-arangua-l/
https://www.nhg.mx/en_gb/team_member/adalberto-valadez-h/
https://www.nhg.mx/en_gb/team_member/diego-sanchez-v/
https://www.nhg.mx/en_gb/team_member/diego-sanchez-v/
https://www.nhg.mx/en_gb/team_member/monica-ramos-c/
https://www.nhg.mx/en_gb/team_member/ana-paula-telleria-r/
https://www.nhg.mx/en_gb/team_member/jenny-ferron-c/
https://www.nhg.mx/en_gb/team_member/jenny-ferron-c/


What are some of your expectations for the newly appointed partners? How
do you see them growing the firm and guiding its long-term goals?

Well, I have a lot of confidence in both Ana Paula and Jose Humberto because they
share and support the values of the firm. They are very hard workers. Clients love
working with them and I think they will be a great support for many other lawyers in
the firm. And will also help us lead younger generations.

Does your firm have a mentorship program and what does it do to help
support your practicing attorneys?

There is probably no other firm that devotes so many resources to training and
developing its associates. We frequently have sessions to help lawyers learn on the
spot how to deal with certain issues. Every month, we have a presentation to the
whole  firm,  not  only  to  capital  markets,  on  varied  topics.  One  could  be  on
infrastructure, another one could be M&A, another could be real estate, or capital
markets.

Our attorneys attend these programs even if they do not fall within their area of
expertise because we believe that while lawyers must have a defined expertise, they
need a broad legal culture. Lawyers who have a very narrow focus, no matter how
expert they are, are usually not fully effective when dealing with complex issues.

And then every month there is a breakfast for the capital markets group and we
have people come in from outside the firm, bankers and other people who are very
active, to talk to us. At other times, we arrange for presentations done jointly by
associates and partners.

We managed to close a very large number of transactions, many of which included
new structures and yielded fantastic results for our clients.

Are there any trends you’ve witnessed in capital markets law in the past
year?

There have been several regulatory changes issued by the securities commission.
There is an upcoming overhaul to the pensions law and that overhaul will impact
investments of pension funds in capital markets. The bill that was introduced to
congress was released yesterday and we’re looking at it, but it will bring about other



changes.  And  then  changes  in  the  market  that  come  not  from  legislative  or
regulatory actions, but from market conditions, the increase of interest rates in the
United  States  has  obviously  made  more  challenging  certain  interests  because
clients, especially global clients, are looking for higher returns in Mexico. And in
addition to higher interest rates we’re seeing the first generation of CKD funds are
about to start their divestment and liquidation process. So we will see some of them
selling assets to liquidate; that will create other opportunities and challenges in
capital markets.

How did your firm stay agile against its competitors in capital markets?

I  think first and foremost,  we have an unbelievable well  of  talent,  we are very
practical, and we have a sincere devotion to clients. It’s a very difficult combination
to match. And being available 24/7 allows us to stay at the forefront of the market.

Is there anything else you’d like to share with me about your firm, whether
it’s this practice area or the firm as a whole?

We have a fantastic culture, in part because we’ve had very few lateral hires. We
have been able to attract the best and most compatible talent. We’re practical and
devoted to our clients, and that’s something very difficult to achieve. Perhaps it
sounds repetitive but it sounds repetitive because we try to instill this same culture
in each and every practice within the firm. And we have been very successful doing
that. This is not something that happens automatically and this is not something that
can be done overnight. It’s something that requires daily work, a lot of effort, and a
lot of follow up.

 

Article  was first  published by BestLawyers  on 4  Aprl  2019.  © 2010-2019 Best
Lawyers — All Rights Reserved.
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As an expert in acquisition finance, from a standpoint of your practice area,
could you give as a general view and evaluation of the current M&A market
in Mexico?

The M&A market in Mexico has seen positive growth during the last few months due
to a number of factors. The political environment that currently exists throughout
the world has brought uncertainty but also several opportunities in certain sectors,
such as telecomm, energy and infrastructure. The foregoing has been supported by
the structural reform package that was enacted at the beginning of the current
administration.  Notwithstanding  the  foregoing,  the  renegotiation  of  the  North
American Free Trade Agreement that is scheduled to occur in the next months, as
well as the electoral process for the presidential election that will occur mid next
year, could bring a slowdown, although it is expected that foreign investment to the
country will continue during such period.

With respect to Mexican companies, what are the most common forms of
financing for acquisitions? What advantages do companies obtain by seeking
external financing?

Acquisitions  are  typically  funded  through  a  mix  of  own  capital  and  external
financing,  including  syndicated  loans.  Similarly,  issuances  through  the  capital
markets  are  also  usual  in  these  types  of  transactions,  be  it  initially  or  as  a
mechanism to take out the financing that was originally contracted.
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Acquisitions  are  typically  funded  through  a  mix  of  own capital  and  external
financing, including syndicated loans.

Another  practice  area  of  your  expertise  is  the  issuance  of  CKDs
(development  capital  certificates).  What  is  the  cause  for  this  type  of
security’s recent popularity? In what aspects is it interesting and attractive
for issuers? And for investors?

The legal framework for development capital certificates has existed in Mexico for
approximately eight years and was created mainly to allow Mexican pension funds
(AFOREs) to invest in private equity-like structures for the funding of a wide variety
of  projects.  Currently  there exist  more than 60 CKD issuances in  the Mexican
market. The regulations have evolved and have been improved throughout the years,
which has allowed these funds to be structured more efficiently, granting general
partners more flexibility in general terms. This instrument has become interesting
for issuers since it allows them to access the capital markets for purposes of funding
and carrying out a business plan and to raise capital. It has also become interesting
for investors given that they generally offer attractive returns and the ability to list a
security that has been approved and is supervised by the securities regulators.

You are also a specialist in real estate financing, according to data from
TTR, year to date the number of real estate transactions has significantly
passed the number in 2016. What do you think may have stimulated growth
of activity in this sector?

The number and amount of the transactions in the real estate industry has been
growing during the last months due to several factors. Some of them include more
sophistication of the participants and a more mature market, as well as the use of
tax  efficient  structures,  such  as  FIBRAs  (Fideicomisos  de  Inversión  en  Bienes
Raíces), the Mexican equivalent of a U.S. REIT.

With respect to the development of the M&A market during the year, how do
you forecast the close of the current year? To what extent and how do you
believe banks and other financing entities will influence the outcome of the
year 2017?



It is forecasted that M&A activity will continue its current course during the second
semestre of 2017. Notwithstanding the foregoing and as previously mentioned, it is
possible that a number of factors (NAFTA renegotiation, the presidential electoral
process that will end mid-2018, among others), will affect or alter the plans and
calendar that international investors may have to invest in Mexico.
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