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HR Ratings assigned the local scale rating of HR AAA (E) with Stable 
Outlook and global scale rating of HR BBB+ (G)(E) with Negative 
Outlook for the Series 2020-1 Notes of Nueva Elektra del Milenio 
 
The assignment of the rating is based on the Annualized Stress Rate (ASR) levels the 
structure supports of 20.8%, as well as the rating of Nueva Elektra del Milenio (NEM) of 
HR AA+ with Stable Outlook in local scale and HR BBB (G) with Negative Outlook in global 
scale. The ASR means that the structure supports a reduction of 69.0% of the accumulated 
collections in the Stress Scenario and continues to cover its financial and legal obligations. 
Our base scenario contemplates average monthly collections of US$ 902.8m with a 
projected CAGR of 6.5% for the period between 2019 and 2027 (vs. -14.0% in the stress 
scenario). In the Stress Scenario, the structure has a DSCR (collections divided by debt 
obligations in the amortization period) of 19.7x. The Stress Scenario could not be further 
stressed because is limited by the DSCR and a covenant which stablish that collections in 
last twelve months cannot be lower than 60.0% from the collections of the prior year. 
 
The Series 2020-1 Notes will be for an amount of US$500m and will be listed in the 
Luxembourg Stock Exchange, with a maturity of 7 years, paying interest quarterly at a fixed 
rate to be defined. The Notes will not pay principal and only interest for an estimated period 
of two years. NEM will have the option to prepay all or a portion of the Series balance 
covering the corresponding Optional Prepayment Premium. The Notes will be paid with the 
proceeds of the collections of Purchasable Receivables from Remittances. 
 

 
 

Historical Performance 
 

• Growth of Monthly Reimbursements Flows. In the Last Twelve Months (LTM) as of 
September 2020 the Reimbursements to be transferred to the Fiduciary Estate (SPV) 
increased 20.1% y/y with an amount of US$8,497.0m (vs. US$7,077.3m prior year) 
compared to the 8.1% y/y of the total Remittances market. The Company grew at a 
faster pace than the market mainly due to an expansion of stores, increasing from 1,124 
as of 3Q19 to 1,141 points of sale as of 3Q20. 

• Healthy nonperforming accounts levels. Most of the accounts are recovered when 
the balance with the Remitters is cleared. 

• Money transfers grow during COVID 19 Pandemic. The volume of remittances 
transfers grew 5.2% y/y for LTM as of 3Q20, since Mexican Migrants in the US 
increased their money transfers to Mexico. The remittances’ volume was also favored 
by the exchange rate. 
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Future Assumptions 
    

• The Structure supports a maximum reduction in our Stress Scenario of 69.1% in 
the Collections transferred to the Fiduciary Estate in comparison with the Base 
Scenario, resulting in an ASR of 20.8%. This reflects the high level of DSCR that the 
structure has of 60.9x even in the Stress Scenario. 

• The covenant that establishes that the collections for LTM must be higher than 
60% of prior year, limits a further stress in the structure. Despite the high levels of 
DSCR that the structure has, even in the stress scenario, if the aggregated amount of 
collections in the last twelve months is less than 60.0% of such flows in the prior year, 
an early amortization event could be triggered. 

• Our base scenario considers that the observed growing trend of the Purchase 
Receivables will continue, but at a slower pace. Since 2018 the remittances have 
shown a double-digit increase. This positive trend was also observed in LTM as of 
3Q20. However, we believe the remittances could be negatively impacted by the 
worldwide economic slowdown after COVID 19 and unemployment in US, which has 
not yet returned to pre-pandemic levels. Therefore, we assumed a 6.5% CAGR in 
collections for projected period below 7.8% CAGR observed between 2015 and 2019. 

 

Additional Factors Considered 

 

• The Structure has a Reserve account equivalent to the maximum quarterly 
coupon of interests and principal. The Reserve account is used if at any scheduled 
payment date, the amounts in the Series Account are insufficient to make the quarterly 
debt payments. 

• NEM credit ratings. The transaction is considered a dependent structure; hence, its 
credit rating is subject to the credit risk of NEM which is HR AA+ with Stable Outlook in 
local scale and HR BBB (G) with Negative Outlook in global scale. 

• Largest paying Agent in Mexico. NEM processed a significant portion of the 
international electronic money transfers into Mexico based on its more than 1,141 
points of sales, robust systems and long-standing relationships with top US money 
transfer remitters: Western Union, BTS and Transnetwork. 

 

Factors that could downgrade the rating 

 

• Any change to NEM´s credit rating will directly impact the structure rating. Since 
NEM is the entity that originates and administrates the future flows for the payment of 
the debt, any change to NEM´s credit rating will affect the Series’ rating. 

• Deterioration of ASR below 6.0%. If the ASR drops because of a reduction higher 
than 30.0% of the accumulated collections considered in our Base Scenario, the 
assigned rating could be negatively impacted. 

 

Legal Opinion 
 
The legal opinions for the structure were given by the external counsels Mayer Brown, 
Maples and Chavez Vargas Minutti indicating that the legal documents constitute a legal, 
valid and binding obligation of the Fiduciary Estate or SPV under Luxembourg law, State 
of New York law, Federal laws of the United States (US) and  Mexican law. Also, the 
Fiduciary Estate will be considered as absolute owner of the receivables and related 
collections transferred by NEM to the SPV and is fully enforceable against the originator 
in the terms of the contribution agreement to fiduciary estate. The receivables will be 
registered in the Unique Registry of Movable Assets (RUG) hence, the receivables will not 
constitute assets of the originator under the Mexican law in the event of a bankrupt, 
insolvency, dissolution or liquidation procedure of the originator. 
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Originator Profile 
 
Nueva Elektra del Milenio (NEM) is the administrator and operator of Grupo Elektra’s 
retail stores in Mexico, Central and South America. NEM’s revenues represented 
approximately 90.0% of Grupo Elektra’s commercial business and 43.0% of Grupo 
Elektra consolidated income for LTM as of 3Q201. The stores offering includes consumer 
electronics, household appliances, home furniture, mobile phones, personal computers, 
and motorcycles, among other products. NEM also operates Grupo Elektra’s money 
transfer service, mainly from the United States (US) to Mexico. 
 
 

 
 
 
The retail market in Mexico is highly fragmented and the retailers offer a wide variety of 
formats to cover the customer requirements. Some of the most common formats are retail 
chains, department stores, independent retail stores, informal outlets, such as street 
vendors, and markets. NEM faces big competitors in the variety stores such as 
Almacenes Coppel and Grupo Famsa. The economic problems that Grupo Famsa is 
facing represents an opportunity to increase NEM’s market share and its sales. 
 
Revenues from money transfers operations accounted for 3.3% of Grupo Elektra´s 
consolidated revenues. These revenues represent the commissions paid by several of 
the most significant money transfer operators and aggregators in the US in which NEM 
acts as their money transmitter payor partner in Mexico, mainly for the delivery of the 
transferred funds in Mexican pesos to the beneficiary in Mexico. NEM’s international 
money transfer business processes a significant portion of the international electronic 
money transfers into Mexico2 through 1,141 points of sales and 192 in Latin America. To 

 
1 The estimate does not consider intercompany eliminations. 
2 Source: NEM’s market analysis based on public information reported by the Mexican Central Bank. 
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support this leading position, NEM has a long-standing relationship with 10 investment-
grade Money Transfer Operators and Aggregators (“MTOs”) in the US and an experience 
of more than 25 years in the US-Mexico remittance services. 
 

Remittances  
 
NEM processes the operations with Remitters through reimbursement and pre-funding. 
In reimbursement (approx. 60% of the flows), NEM pays out all transactions to 
beneficiaries with its own funds, so an account receivable is created. On the next 
business day, the Remitters transfer the total amount of the payouts in MXN. In pre-
funding (approx. 40% of the flows), Remitters transfer the estimated funds in MXN to 
Elektra accounts in advance to have the amounts necessary to comply with Remitters 
instructions and pay transactions. 
 
 

 
 
 
During LTM as of 3Q20, Mexico received US$39,163 million (m) in remittances (+8.1% 
y/y according to Banco de México). In addition, the average remittance was US$336 
dollars, growing +2.8% y/y. Therefore, an important portion of the growth was due to a 
higher number of transactions which increased 5.2% y/y as of LTM 3Q20. In 2019, 
remittances achieved a historic high of US$36,439m, 8.2% more than in 2018. NEM paid 
a significant portion of the international remittances to Mexico. NEM advanced further 
than the market in remittances, increasing its Share of Market, based on an extensive 
network of more than 1,800 points of contact, including 1,141 Elektra’s stores in Mexico, 
the trust that they have built over the time and the investment NEM has made in systems 
to enhance availability and security at each point of sale. 
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Transaction Structure 
 
The transaction is sourced with the cash flow secured by a collection of Purchased 
Receivables owed by Remitters to the Originator (NEM).  The Purchased Receivables 
are related with the settlement of Pesos-denominated Payment Orders paid out by the 
Originator under any reimbursement remittance transaction. According to the 
reimbursement agreements, NEM pays the remittance amount in Mexican pesos using 
its own funds and is reimbursed by Remitters the following day. NEM has as a credit 
back-up line granted by Banco Azteca to ensure it has enough funds to pay remittance 
amounts. Currently, NEM has never used it. 
 
 

  
 
 
The Purchased Receivables will be transferred to the fiduciary estate through a 
Contribution Agreement. All the Eligible Receivables existing on the date of the issue of 
the notes or generated after that date will be transferred to the fiduciary state until the 
maturity date of the notes. The transferred Receivables are subject to NEM’s reversion 
or reacquisition; hence, the contribution and transferee of the Receivables is not 
considered as a transfer for tax purposes. 
 

Eligible Receivables 
 
The receivables will only be eligible if they arose under any remittance program and exists 
on the closing date or are generated at any time thereafter through, but excluding, the 
transfer termination date. Those purchased receivables shall not include: 
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1. Any commissions, fees or other consideration payable to the Originator by a 
Remitter in connection with a Payment Order.  

2. Any Receivables generated under a Pre-Funded Remittance Agreement. 
3. Reimbursement Receivables which are: 

a. Prohibited by or in violation of any law, rule or regulation applicable to 
the Originator or the SPV3. 

b. Would result in a breach of the terms, provisions or conditions of, or 
constitute a default under, the Remittance Agreement. 

c. Given to any other party the right to terminate its obligations. 
 
 

Transaction Waterfall 
 
The daily cashflow received in the Pass-through account will be deposited by the 
Collateral agent into the Collections account and from there distributed to the Program 
Payment Account, or the account of each Series or retained in the Collection Account in 
the following order: 
 

1. Pay the Collateral Agent the less amount between the agent expenses payable 
on or before the applicable scheduled payment date or the fixed amount of 
US$62,500. The payment to the Collateral Agent will be converted into dollars 
and transferred to the Program Payment Account to be paid to the Agent on the 
due date. 

2. Pro rata to (i) cover all the fees related to premiums, guaranties or any other 
enhancement of each Series. These fees are payable to the SPV before the due 
date of the payment of the fee. The amount will be converted into dollars and 
deposited into the Series account4; (ii) reimburse any interest amount resulted 
from disbursements under any premium, guarantee or any other enhancement 
of the Series; (iii) interests to the Series due on the coupon periodic payment 
date and (iv) any additional amount payable or unpaid. 

3. Pro rata to (i) pay quarterly amortization amounts to be paid on the next 
scheduled date and any quarterly amortization amounts which has not been paid 
any previous scheduled payment date and (ii)  fund the Reserve account with an 
amount equal to each Serie´s Reserve account required balance and (iii) 
reimburse in dollars any amount paid by the Enhancer (premium, guaranty, 
hedge, etc.) on any previous day.. Following the Series closing date, as an 
alternative, the amounts required to be deposited in the Reserve account may be 
replaced with a stand-by letter of credit (LC) issued by an eligible bank. Upon the 
receipt of the LC, the Collateral agent shall transfer any amount deposited in the 
Reserve account to the originator.  

4. If an Early Amortization period exists but no a Default Payment, then 40.0% of 
all remaining amounts will be sent to the Originator, and 60.0% of the remaining 
amounts will be used to pay all outstanding principal amounts of such Series. 

5. If an Early Amortization period exists and a Default Payment is payable: all 
remaining amounts will be used to pay the outstanding balance of the Series and 
any related premium. 

6. If a Retention period exists, after conversion to Dollars, all remaining amounts in 
the Collection account will be deposited in the Series account. 

 
3 SPV: The Offered Notes will be issued by Mexico Remittances Funding Fiduciary Estate a special purpose fund, in the form of a fiduciary, 
organized under the laws of Luxembourg. 
4
 From priority 2 to 7 of the waterfall all the amounts will be converted into dollars and deposited into the Series account. 
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7. If no Retention Period and no Early Amortization Period exists: all remaining 
amounts in excess of the Minimum Series Account Balance shall be converted 
by the Collateral Agent into Pesos and transferred to the originator. 
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Reserve Account  
 
The Reserve account should maintain a balance for an amount equal to the maximum 
quarterly debt service for the Series. The Reserve will be used if at any scheduled 
payment date the amounts on deposit in the Series account are insufficient to make the 
quarterly debt payments of the Serie, then the Collateral Agent must use funds from the 
Series Reserve account and transfer them to the Series account. 
 
Within one business day of the withdrawal of funds from the Series Reserve Account, the 
Collateral Agent shall give notice to the Bank. Upon receipt of such notice, the Originator 
may elect to make a cash deposit to the Series Reserve Account such that the amount 
in deposit in or credited to the Series Reserve Account, is equal to the Series Reserve 
Account Required Balance. 
 

Retention Events 
 
A mandatory Retention period is triggered when the breach of the Debt Service Coverage 
Test for the Series resulted in an Early Amortization Event, but the Controlling Party 
decided not to trigger an Early Amortization Period of the Series. The Retention period 
will continue until: 
 

1. The Monthly and Quarterly DSCR ratios are equal or greater than 10.0x and 
15.0x, respectively, for a period of not less than three consecutive calendar 
months following the monthly or quarterly reporting period. 

2. The date the Series balance is no longer outstanding, and  
3. A written notice, sent by the Controlling Party to the Collateral Agent, indicates 

the termination of such Retention Period. 
4. A Retention period has existed for ten business days or more and the Originator 

triggered an Early Amortization period and requested the Collateral Agent to use 
the amounts retained in the Series account to pay the Noteholders. Thereafter 
such mandatory Retention event shall no longer exist ending the Retention 
period. 

 
The legal documents also contemplate a Voluntary Retention option. The Originator has 
the option to trigger a Retention period on any DSCR breach date provided that the DSCR 
is at least 1.0x. After the Originator request the Retention period shall commence and 
continue until the amounts deposited in the Series Account equal, or exceed, the 
Retention Release ratio on the next payment date. But if the retained amounts do not 
equal, or exceed, the Retention Release ratio an Early Amortization Event will be deemed 
to have occurred. This option can be executed by the Originator one time during any 
consecutive twelve months period and not more than three times during the life of the 
Series. 
 

Early Amortization Events 
 
An Early Amortization may occur with any of the following events: 
 

1. The aggregated amount of Collections in the last twelve months is less than 
60.0% of such flows in the prior year and either the Debt Service Coverage Ratio 
(DSCR) for the most recent quarterly reported period is less than 18.0x or the 
DSCR of the most recent monthly reporting period is less than 15.0x. 
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2. The balance of the Reserve Account is less than the required quarterly debt 
service for the Series. 

3. HR Ratings or Fitch Ratings withdraw its rating on the Offered Notes or 
downgraded it to BB- or below. 

4. Fitch Ratings lowers its rating on the Originator to B+ or below or the Originator 
is not rated by this rating agency. 

5. The Originator exercises its right to elect a Voluntary Retention option but fails to 
satisfy the Series debt coverage tests.  

6. SPV will have failed to make any payment, monetary transfer or deposit required 
by the transaction documents except respect to payments of principal or Interest. 
Such failure will have continued for at least two business days. 

7. Any warranty made by the SPV in any transaction document is untrue or incorrect 
and it has a material adverse effect. 

8. Any court, governmental authority or arbitrator has a non-payment judgment, 
decree, order or tax claim, final or no discharged within 60 days after entry, 
against the SPV for an amount that exceeds US$250,000. 

9. A material designated Remitter files for bankruptcy, insolvency, reorganization, 
suspension of payments or relief of debtors under any applicable law or 
jurisdiction or seeks appointment of a liquidator or any similar official for any 
substantial part of its property. 

10. A designated Remitter fails to make payments of any eligible account receivable 
to the Collateral agent or a direct deposit to the Collection account and the 
aggregate amount of the outstanding payments exceed the amount of US$15.0m 
and 2.5% of the collections received by the Originator during the prior twelve 
consecutive month. And, such failure has continued unremedied for at least 30 
calendar days. 

11. The Remittance agreement with a material designated Remitter is terminated or 
expired and is not replaced by a new agreement with an eligible Remitter. 

12. Banco Azteca’s capital liquidity ratio fells below the level required by the Mexican 
governmental authority. 

 
An Early Amortization Period will continue until the outstanding balance of the Series 
(principal and interests) and all other debited amounts (amounts payable to any 
Enhancer) has been paid in full. The Controlling party of the Series always have the right 
to exercise any remedies or waive any default or Early Amortization Event. 
 

Defaults 
 
The occurrence of any of the following events will trigger a default: 
 

1. The Originator does not pay the principal, premium or interest on any credit 
different to the Notes and such nonpayment exceeds the stablished grace period. 
Those credits should have an outstanding balance of at least US$12.5m. 

2. The Guarantor or any of its Subsidiaries (other than the Originator) do not pay 
the principal, premium or interest of any credit with an outstanding balance higher 
than US$75.0m and such nonpayment exceeds the stablished grace period. 

3. The Originator gets into any litigation, suit or arbitration process from any court 
or governmental authority that has or can reasonably be expected to have a 
material adverse effect. 

4. Any decision of a court or tax claim against the Originator for an accumulated 
amount above US$12.5m, which is not discharged within 45 days after entry. 
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5. The Originator failed to comply with its obligations arising under applicable law 
with respect to a blocked person and such failure has an adverse effect on the 
legality of any beneficiary to participate in the transaction. 

6. The shareholders of the Originator or Guarantor lost management control. 
 

 Debt Service Coverage Ratio (DSCR) 
 
The Series should comply with a Debt Service Coverage (DSCR) every month and 
quarter to avoid a Retention and Early Amortization Event. For any monthly reporting 
period the DSCR must be equal or greater than 10.0x and for any quarterly reporting 
period the DSCR should be equal or above 15.0x. Also, if a Voluntary Retention has been 
elected the amounts deposited in the Series Account must equal or exceed the Retention 
Release ratio on the next payment date. A Retention Period will not finish until the Monthly 
and Quarterly DSCR ratios are equal or greater than 10.0x and 15.0x, respectively, for a 
period of not less than three consecutive calendar months following the monthly or 
quarterly reporting periods. An Early Amortization will be triggered if the DSCR for the 
most recent quarterly and monthly reported periods is (i) less than 18.0x and 15.0x, 
respectively, and (ii) the aggregate amount of Eligible Collections is less than 60% of 
such flows for the same four calendar quarters in the 12-month period immediately 
preceding such four consecutive calendar quarters. 
 
Monthly DSCR is the collections received during the reporting period divided by the 
Quarterly Debt Service multiplied by the Monthly Factor. The Monthly Factor is the ratio 
obtained by dividing the number of calendar days in the reporting period by the number 
of calendar days in the month multiplied by 3.0. 
 
Quarterly DSCR is ratio of the collections received during the quarterly reporting period 
divided by the quarterly debt service. 
 
Retention Release ratio is calculated by the Quarterly Debt Service multiplied by 7.5 
added to the amounts retained in the Series account during the retention period. 
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Historical Cashflow Analysis 
 
Mexico is the third largest recipient of remittances worldwide after China and India. 
Mexico´s remittances have grown from US$6,573m in 2000 to US$39,163m (twelve-
month period ended September 30, 2020). In 2019, they represented 3% of Mexican 
GDP and 94% came from the United States. 
 
According to the World Bank´s Data on Remittance Inflows, Mexico is among the top 
beneficiaries of remittances worldwide. Numerous Mexican citizens live and work outside 
of Mexico, to send money to family members. According to the Mexican Central Bank, 
US remittances to Mexico reached US$39,163m for the LTM ended September 2020 a 
growth of 8.1% year-over-year. 
 
 

 
 
 
Factors which drive remittances from the U.S. to Mexico: 

• Generous U.S. income levels relative to Latin America,  

• Highly competitive P$ / USD exchange rate, 

• Deep contraction of economic activity in Mexico, and  

• Higher unemployment rates in Mexico than in the U.S. 
 
A sluggish Mexican economy would result in either an increase in: 

• Unemployment and decline in income levels or  

• Migration to the U.S. in search of better opportunities. 
 
Both above-mentioned factors could increase the supply of remittances from the U.S. to 
Mexico. 
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Mexican migrants to United States represented 11.3% of the total US population and 
61.5% of the Hispanic population of the total U.S.5 population in 2019. The increase in 
remittances has been impacted by an increment of remittances funds to Mexico in 
number and amount. In 2006, 50% Mexican migrants sent money increasing to 66% in 
2016. This situation might suggest that migrants have stayed longer and have moved 
from California to Florida, New York and Georgia increasing the amount sent by 20%.  
 
 

 
 
 
The Hispanic population in US is now the second fastest growing population segment 
since 2000, representing 18.4% of the total population in 2019 and is expected to 
increase to 21.1% by 2024 according to Geoscape AMDS 2019 
 
The key factors which have driven the growth of remittances from Unites States include: 
 

1. Salaries and family incomes higher than in Mexico 
2. Mexican peso devaluation to the U.S. dollar 
3. Deep contraction of Mexican activity 
4. High level of unemployment in Mexico 

 
Even though the family remittances to Mexico increased in 2019, the increase rate 
decreased from previous years. The data shows that since 2013, the remittances amount 
had annually increased but the increased percentage had decreased since 2017. The 
LTM as of 3Q20 continue with the growing trend with an increase of 8.1% y/y. However, 
with the COVID-19 pandemic and the potential economic, health, and political impact it 
might have on migration patterns, this trend can´t be assured to continue. 
 
 

 
5 Source: US Census Bureau 2019 
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NEM’s Money Transfer Business 
 
NEM offers money transfer services to individuals through approximately 1,800 points-
of-contact locations across Mexico and has over 25 years of experience in the 
international money transfer business. NEM has over 40.0% market share of money 
transfer paid out in Mexico based on public information released by Mexican Central 
Bank. From 2011 to September 2020, NEM’s market share in terms of number transfers 
paid increased from approximately 15.7% to more than 40.0%. 
 
NEM is one of the most important money transmitter payers in Mexico and conducts its 
money transfer business through a strong network with the most important MTO´s 
worldwide. Since 2012, NEM has expanded its relationships to 10 signed agreements in 
the US market, including digital money transfer operators and aggregators. In 2017, NEM 
added Transnetwork´s partnership which enables its clients to connect under one 
standard technology to a diverse network of financial and commercial institutions in US. 
This has resulted in an increase of NEM´s market share and total remittances flow. 
 
During the COVID-19 pandemic, NEM´s points of contact remained open as they were 
essential services in accordance with the Mexican COVID-19 guidelines. Essential U.S. 
industries, such as construction and agriculture, have contributed to strength remittances 
flows and increased volumes during the COVID-19 pandemic. 
 
In response to COVID-19 pandemic, NEM has implemented several actions to mitigate 
the effects on its international money transfer business, focused on three principal areas: 

1. Ensuring the continuity of the business by focusing on keeping its points of 
contact open by adapting its operations to the current COVID-19 pandemic 
environment, to the extent permitted by the Mexican government and 
municipalities, and seeking to maintain a value offering at all times;  

2. Migrating customers to self-service channels by promoting the use of digital 
channels and deposit accounts to complete money transfer transactions; and  
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3. Short-term business plans with its money transfer operator partners to encourage 
use of the Elektra channel during the COVID-19 pandemic. 

 
Under its agreement with U.S. money transfer operators, NEM processes international 
money transfers mainly from the United Stated to Mexico through two formats: 
 

Reimbursement Model 
 
NEM makes the amount available to the beneficiary in Mexico, in Mexican pesos in 
accordance with a money transfer instruction received upon such beneficiary`s request. 
NEM is reimbursed by the money transfer operators for the amount delivered to the 
beneficiary on the next business day. Money transfers under the reimbursement 
agreements accounted for approximately 58% of the volume of transfers into Mexico of 
NEM’s money transfer business in 2019. NEM has entered into agreements with some 
of the most significant money transfer operators worldwide, to act on a non-exclusive 
basis as their money transmitter payer partner in Mexico for the delivery of the transferred 
funds in Mexican pesos to the beneficiary in Mexico. 

 
Pre- Funding Model 
 
The money transfer operator transfers the estimated funds in Mexican pesos to NEM`s 
accounts in advance (could be the same business day as the beneficiary request 
payment or before) in order for NEM to have the Mexican pesos amount necessary to 
comply with the money transfer instructions and pay the transactions in full to the 
beneficiaries. NEM does not have an obligation to pay the beneficiary until it has received 
the estimated funds from the money transfer operator. Money transfers under the pre-
funding agreements accounted for approximately 42% of the volume of transfers into 
Mexico of NEM´s money transfer business in 2019. 
 
 

Scenarios Analysis 
 
HR Ratings uses Base and Stress Scenario to analyze the projected evolution of the 
structure. The Base Scenario is linked to our projections in our Corporate Credit Rating 
for NEM, due to the dependence that we consider the structure has from the Originator. 
The Stress Scenario is the maximum stress that the structure supports without activating 
a Retention or Early Amortization event and paying in time all its financial obligations. 
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For the scenarios HR Ratings considered that NEM´s points of contact will be kept open 
despite any possible new outbreak of the Pandemic assuming that the money transfer 
will continue to be considered an essential service in accordance with the Mexican 
COVID-19 guidelines. Furthermore, US industries, such as construction and agriculture, 
where most of the migrants’ work, will continue operating even if the COVID-19 pandemic 
generates more disruption. 
 

Base Scenario 
 
According to the data provided by NEM, HR Ratings projected that remittances to Mexico 
will have a 6.5% CAGR (2019-2027) in the base scenario, mainly as a result of a higher 
number of transactions since our projections estimates only a 2% growth in the amount 
per transactions for the projected period. 
 
The Base Scenario main assumptions are: 
 

A. Amount to be issued of US$500m. 
 

B. Fixed Annual interest rate estimated by HR Ratings of 4.1%. 
 

C. Monthly DSCR Minimal of 70.8x and Average of 110.4x during the principal 
amortization period vs. the limit of 15.0x to avoid an Early Amortization Event.  
 

D. Quarterly DSCR Minimal of 77.1x and Average of 110.3x in the principal payment 
period vs. the limit of 18.0x. 
 

E. Grace period of only interest payments of 2 years. 
 

F. 20 quarterly amortization period after the grace period, paying each quarter 5% 
of the issued amount. 
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G. Maintenance and Administrative fees will growth annually at a 2% rate 
H. One quarterly period of Reserve and initial Reserve will be constituted with the 

proceeds of the issuance. 
 

I. Collections CAGR of 6.5%, with a double-digit growth in 2020 of 17.0% (vs.20.1% 
in LTM as of 3Q20 y/y) and single digit for the period 2022-2027 with an annual 
average of 3.8%. 

 
In the base scenario, HR Ratings estimated an increase in the purchased receivables 
due to the expansion strategy (including a higher use of self-service and  digital channels) 
and no changes are expected in the purchased receivables distributions toward total 
collections between the two formats even when the purchased receivables needs may 
increase with the amortization calendar. The scenario considered stable transferred 
collections due to historical behavior, with an average monthly collection of US$902.8m 
and an initial monthly flow of US$587.2m, reaching an average of US$815.0m during the 
first months of the payment period. 
 
 

 
 
 
Due the Purchased Receivables projections, a release of US$83,559m is expected 
between 2020 and 2027 considering that any flow received after the preferent payment 
order (including interest payments and amortization will be given to the Originator). An 
average Monthly DSCR of 210.9x is expected. In this scenario, no relevant event is 
expected, nor anticipated amortization or default. 
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Stress Scenario 
 
To define the notes payment capacity under a stressed scenario, HR Ratings considered 
the lowest level that the structure can support without triggering an amortization event or 
default. The lowest level that the collections can be reduced was limited by the DSCR 
and the covenant which stablished that collections in the last twelve months must be 
higher that 60% of collections reported in the same period of the prior year. Therefore, 
the Stress Scenario supports an average reduction of 15.9% of the collections during the 
projected period. 
 
The main assumptions considered for the scenario were: 
 

A. Amount to be issued of US$500m. 
 

B. Fixed Annual interest rate assumed by HR Ratings of 5.1%. 
 

C. Monthly DSCR Minimal of 13.8x and Average of 19.7x during the principal 
payment period vs. the limit of 10.0x to avoid a Retention Event.  
 

D. Quarterly DSCR Minimal of 15.0x and Average of 20.2x in the principal 
amortization period vs. the limit of 15.0x to trigger a Retention Event. 
 

E. Grace period of only interest payments of 2 years. 
 

F. 20 quarterly amortization period after the grace period, paying each quarter 5% 
of the issued amount. 
 

G. Maintenance and Administrative fees will growth annually at a 2% rate 
 

H. One quarterly period of Reserve and initial Reserve will be constituted with the 
proceeds of the issuance. 

 

I. Collections CAGR of -15.9%, with a fall from the very beginning of the projected 
period (vs. a CAGR of 6.5% in the Base Scenario) with a double digit reduction 
during 2021-2024 with an average of -27.5% and single digit for the period 2025-
2027 with an annual average of -4.7%. 
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In the stress scenario, HR Ratings estimated total collection for US$26,125m vs 
US$84,165m in the Base Scenario a drop of 69.0% vs base scenario, with and initial flow 
of US$397.5m reaching an average of US$183.4m at the beginning of the principal 
amortization period. Due to the estimated DSCRs and the restriction of the collections 
that cannot be below the 60% of the prior year, the Stress Scenario considers that the 
Originator receives remains for a total amount during the projected period of US$25,497m 
a reduction of 69.5% compared to the amount received by the originator in the Base 
Scenario. 
 
 

 
 
 
Our analysis considered a technical note to establish the number of notches or levels that 
a Dependence Future Flows Structure can separate from its base (the Corporate Credit 
Rating) according to the estimated Annualized Stress Rate (ASR). As the difference 
between the base and the stress scenarios grows bigger is assumed that the structure 
has a lower sensitivity to lower incomes as time approaches to the maturity date of the 
structured debt under the assumption of a lower outstanding balance due to the 
programed amortizations. The additional notches above the credit rating of the Originator 
is based on established ranges which are included in the technical note. 
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Appendix – Baseline Scenario 
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Appendix – Stress Scenario 
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Glossary 
 
 

• Monthly Debt Coverage Ratio (DSCR): Collections received during the reporting 
period divided by the Quarterly Debt Service multiplied by the Monthly Factor.  

• Monthly Factor: Ratio obtained by dividing the number of calendar days in the 
reporting period by the number of calendar days in the month multiplied by 3.0. 

• Quarterly DSCR: Collections received during the quarterly reporting period divided by 
the quarterly debt service. 

• Retention Release ratio: Quarterly Debt Service multiplied by 7.5 added to the 
amounts retained in the Series account during the retention period.  

• Account Receivables: Amounts owed or to be owed by a Remitter to NEM in relation 
with the settlement of Peso denominated payment orders originated by a remittance 
transaction. 

• Remittances: Electronic money transferred from Remitters in other country to NEM in 
relation to funds send by a person in a foreign country to a recipient in Mexico. 

• Remittance Agreement: Money transfer agreement between NEM and a Remitter. 

• Remitter: Third-party money transfer operator under a remittance agreement. 

• SPV: Special purpose vehicle, in the form of a fiduciary, organized under the laws of 
Luxembourg. 

• Reimbursement Model: NEM pays out all transactions to beneficiaries with its own 
funds, so an account receivable is created. On the next business day, the Remitters 
transfer to NEM the total amount of the payouts in Mexican pesos. 

• Pre-Funding Model: The money transfer operator transfers the estimated funds in 
Mexican pesos to NEM`s accounts in advance (could be the same business day as the 
beneficiary request payment or before) in order for NEM to have the Mexican pesos 
amount necessary to comply with the money transfer instructions and pay the 
transactions in full to the beneficiaries. 

• Pass-Through account: Peso denominated account held by the Collateral Agent used 
by Remitters to deposit the collections owed to the Originator. 

• Collection account: Peso denominated account held by the Collateral Agent sourced 
by the Pass-through account and used to distribute the eligible collections into the 
Program and Series accounts as defined in the waterfall.  

• Reserve account: an amount equal to the maximum quarterly debt service for the 
Series. 

• ASR: Annualized Stress Rate, difference between the base and stressed scenarios. 
The stressed scenario represents the maximum level of stress that the structure 
supports. The base scenario takes into consideration the most probable behavior of the 
economic and financial variables and follows the historical trend of the collateral and 
incorporates the assumptions provided by the entity. 

• Unemployment Rate: Percent of the labor force that is jobless. It generally rises or 
falls in the wake of changing economic conditions. 

• GDP: Gross Domestic Product - The market value of goods and services produced 
by labor and property in a Country. 
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