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What We (Don’t) Want to See from the
AMLO Administration
Brian L. Giuliano, CFA   |   

On December 1, 2018, Andrés Manuel López Obrador (AMLO) will become President of Mexico. He begins his
term on shaky ground with investors following a poorly executed referendum and subsequent cancelation of a
Mexico City airport project in late October. Since the referendum, Mexican assets have been quite
volatile—equities and the peso have sold off and 10-year government bond yields have risen. Is this reaction
justified or have investors overreacted to AMLO’s tactics? 
Here are three things that we don’t want to see from AMLO’s administration: 

Interference with the central bank. The Banco de México (Banxico) is a strong, credible, and autonomous
central bank. Any attempt to exert undue influence or interfere with monetary policy would be very
concerning.

1.

Any moves to undermine the new U.S.-Mexico-Canada Agreement (USMCA). AMLO, initially a foe of
NAFTA, has made positive comments about the new trade deal. He’s expected to sign the deal, along
with U.S. and Canadian leaders at the G20 summit. However, legislators from the three countries still
need to approve the agreement before it goes into effect.

2.

A reversal of the previous administration’s historic energy reforms. It’s clear that AMLO will take a more
nationalistic approach to energy than his predecessor; however, his new Secretary of Energy has spoken
about a pragmatic energy agenda, mixing old and new ideas together. Although we are disappointed
with some of AMLO’s proposed energy policies, a reversal of the 2013 energy reform would be an
unambiguous negative.

3.

AMLO has been keenly aware of the frosty reception he has received from investors, who are worried about how
his policies will affect the Mexican economy and asset prices. Therefore, he has quietly been paying attention to
market sentiment as it relates to the peso and MBonos. We think it is a constructive sign that AMLO is factoring
in market sentiment, though we will be closely looking for any of the warning signs above. AMLO and his
Morena party will be looking to build momentum over the next three years; if they manage to build a two-thirds
legislative majority after the 2021 midterm elections, it will remain to be seen whether they will amend the
constitution and rollback the important reforms enacted by his predecessors. In our opinion, this fourth and
biggest wildcard risk is something to watch closely in the longer term. 

Groupthink is bad, especially at investment management firms. Brandywine Global therefore takes special care
to ensure our corporate culture and investment processes support the articulation of diverse viewpoints. This
blog is no different. The opinions expressed by our bloggers may sometimes challenge active positioning within
one or more of our strategies. Each blogger represents one market view amongst many expressed at Brandywine
Global. Although individual opinions will differ, our investment process and macro outlook will remain driven by
a team approach. 
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Social Media Guidelines

Brandywine Global Investment Management, LLC ("Brandywine Global") is an investment adviser registered with the U.S.
Securities and Exchange Commission ("SEC"). Brandywine Global may use Social Media sites to convey relevant
information regarding portfolio manager insights, corporate information and other content.

Any content published or views expressed by Brandywine Global on any Social Media platform are for informational
purposes only and subject to change based on market and economic conditions as well as other factors. They are not
intended as a complete analysis of every material fact regarding any country, region, market, industry, investment or
strategy. This information should not be considered a solicitation or an offer to provide any Brandywine Global service
in any jurisdiction where it would be unlawful to do so under the laws of that jurisdiction. Additionally, any views
expressed by Brandywine Global or its employees should not be construed as investment advice or a recommendation
for any specific security or sector.

Brandywine Global will monitor its Social Media pages and any third-party content or comments posted on its Social
Media pages. Brandywine Global reserves the right to delete any comment or post that it, in its sole discretion, deems
inappropriate or prevent from posting any person who posts inappropriate or offensive content. Any opinions expressed
by persons submitting comments don't necessarily represent the views of Brandywine Global. Brandywine Global is not
affiliated with any of the Social Media sites it uses and is, therefore, not responsible for the content, terms of use or
privacy or security policies of such sites. You are advised to review such terms and policies.


