
MEXICO FUND INC
Form N-CSRS
June 29, 2016

Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM N-CSR

CERTIFIED SHAREHOLDER REPORT OF REGISTERED

MANAGEMENT INVESTMENT COMPANIES

Investment Company Act file number

811-02409

THE MEXICO FUND, INC.

(Exact name of registrant as specified in charter)

Edgar Filing: MEXICO FUND INC - Form N-CSRS

1



1900 K STREET, N.W.,

WASHINGTON, DC 20006

(Address of principal executive offices) (Zip code)

Alberto Osorio

77 ARISTOTELES STREET, 3RD FLOOR

POLANCO D.F. 11560 MEXICO

(Name and address of agent for service)

Copies to: Douglas P. Dick

Dechert LLP

1900 K STREET, N.W.,

WASHINGTON, DC 20006

Registrant’s telephone number, including area code: 202-261-7941

Date of fiscal year end: October 31, 2016

Date of reporting period: April 30, 2016

Edgar Filing: MEXICO FUND INC - Form N-CSRS

2



Form N-CSR is to be used by management investment companies to file reports with the Commission not later than
10 days after the transmission to stockholders of any report that is required to be transmitted to stockholders under
Rule 30e-1 under the Investment Company Act of 1940 (17 CFR 270.30e-1). The Commission may use the
information provided on Form N-CSR in its regulatory, disclosure review, inspection, and policymaking roles.

A registrant is required to disclose the information specified by Form N-CSR, and the Commission will make this
information public. A registrant is not required to respond to the collection of information contained in Form N-CSR
unless the Form displays a currently valid Office of Management and Budget (“OMB”) control number. Please direct
comments concerning the accuracy of the information collection burden estimate and any suggestions for reducing the
burden to Secretary, Securities and Exchange Commission, 450 Fifth Street, NW, Washington, DC 20549-0609. The
OMB has reviewed this collection of information under the clearance requirements of 44 U.S.C. § 3507.
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Item 1.Reports to Stockholders.

A copy of the Registrant’s Semi-Annual Report to Stockholders for the period ending April 30, 2016 transmitted to
stockholders pursuant to Rule 30e-1 under the Investment Company Act of 1940 is provided below.
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The Mexico Fund, Inc.

Managed Distribution Plan (“MDP”)

The Board of Directors (the “Board”) of The Mexico Fund, Inc. (the “Fund”) has authorized quarterly distributions under
the MDP at an annual rate of 6% of the Fund’s net asset value (“NAV”) per share recorded on the last business day of the
previous calendar year. With each distribution, the Fund will issue a notice to stockholders and an accompanying
press release which will provide detailed information regarding the amount and composition of the distribution and
other information required by the Fund’s MDP exemptive order. The Board may amend or terminate the MDP at any
time without prior notice to stockholders; however, at this time, there are no reasonably foreseeable circumstances that
might cause the termination of the MDP. You should not draw any conclusions about the Fund’s investment
performance from the amount of distributions or from the terms of the Fund’s MDP.
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This report, including the financial statements herein, is transmitted to stockholders of The Mexico Fund, Inc. for their
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The Mexico Fund, Inc.

2016 Semi Annual Report

April 30, 2016

Highlights

• The first half of the Fund’s fiscal year 2016 ended on April 30, 2016.

•
Mexico’s gross domestic product (“GDP”) grew 2.6% during both calendar year 2015 and the first quarter of 2016, as
compared with the same period of the previous year. Analysts surveyed by the Mexican Central Bank (“Banxico”)
estimate Mexican GDP growth of 2.4% for calendar year 2016 and 2.9% for calendar year 2017.

•

During the first half of fiscal year 2016, the Fund’s NAV per share registered a total return1 of -0.02%, compared with
returns of -0.51% and -0.50% over the same period registered by the Morgan Stanley Capital International (“MSCI”)
Mexico Index and the Bolsa IPC Index, respectively. In local currency, the NAV per share total return was 4.06%,
compared with returns of 3.56% and 3.57% over the same period registered by the MSCI Mexico Index and the Bolsa
IPC Index, respectively.

•
During the first half of fiscal year 2016, the Fund’s market price per share registered a total return of -0.04%. As of
April 30, 2016, the Fund’s market price and NAV per share were $17.65 and $20.00, respectively, reflecting a discount
of 11.75%, compared with a discount of 11.28% at the end of fiscal year 2015.

•
Under the Fund’s Equity Shelf Program (“ESP”), the Fund did not issue shares during the first half of fiscal year 2016.
Given the discount at which Fund shares have traded recently, on December 4, 2015, the Board decided not to renew
the Fund´s ESP.

•The Fund’s repurchase policy allows the Fund to repurchase its own stock in the market whenever the Fund’s discount
exceeds 10%. During the first half of fiscal year 2016, the Fund repurchased 17,178 Fund shares in the open market.

•The Fund has declared a distribution of $0.2831 per share under its MDP, to be paid on July 26, 2016, to stockholders
of record on July 14, 2016.

1  	    All performance figures included here take into account the reinvestment of distributions.

The Mexico Fund, Inc. is a non-diversified closed-end management investment company with the investment
objective of long-term capital appreciation through investments in securities, primarily equity, listed on the Mexican
Stock Exchange. The Fund provides a vehicle to investors who wish to invest in Mexican companies through a
managed non-diversified portfolio as part of their overall investment program.

Notice is hereby given in accordance with Section 23(c) of the Investment Company Act of 1940, as amended (the
“1940 Act”), that the Fund may purchase, from time to time, shares of its common stock in the open market.
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The Mexico Fund, Inc.

To Our Stockholders:

We present to you the Fund’s 2016 Semi Annual Report for the six-month period ended April 30, 2016. In this report,
we summarize the period’s prevailing economic, political and market conditions in Mexico and outline the Fund’s
investment strategy and resulting performance. We hope you find this report useful and informative.

Economic and Political Environment

During calendar year 2015, Mexico´s GDP expanded 2.6%, despite a difficult external environment and a significant
drop in oil prices, due to robust domestic consumption. During the first quarter of 2016, GDP also expanded at an
annual rate of 2.6%.

During the first half of fiscal year 2016, oil prices declined further with the price of West Texas Intermediate oil (used
as a benchmark for oil pricing) and the Mexican oil mix decreasing 8.8% and 4.4%, respectively, to $46 and $38
USD/bbl. Due to the decline in oil prices, the dependence of the Mexican economy on oil revenues has diminished, as
in 2015 it represented 20% of public sector revenues and 6% of GDP, compared to 35% of public sector revenues and
10% of GDP in 2013. The Mexican government hedged a significant portion of oil exports for 2016 at $49 USD/bbl.

Notwithstanding the above, Mexico´s energy reform has progressed. During 2015, the National Hydrocarbons
Commission (“CNH”) held three rounds of auctions for both domestic and foreign companies, related to shallow water
blocks and mature onshore blocks. More significant investments are expected under the auction of 10 license
agreements for exploration and production in deep waters, which is expected to take place during 2016.

Due to the lower oil revenues and in order to maintain a strong fiscal position, the Mexican Government announced
public expenditure cuts for 2016 of $132 billion pesos (“Ps.”), equivalent to 0.7% of GDP, and Ps. 175 billion for 2017,
(0.9% of GDP), in addition to public expenditure cuts of Ps. 124 billion (0.7% of GDP) applied during 2015.
Furthermore, Banxico transferred Ps. 239 billion to the Federal Government corresponding to its operational surplus
during 2015. The government will use the proceeds from Banxico as follows: 70% to buy back outstanding public
debt and reduce the amount of debt placements during 2016 and 30% to contribute to the country´s budget revenue
stabilization fund. The government announced, on May 4, 2016, that it repurchased Ps. $98 billion of outstanding
public debt.
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As a result of the measures mentioned above, public finances are healthy and Mexico´s fiscal deficit was 3.5% in 2015
and is expected to decrease during the following years. Inflation is near its lowest historical levels, registering an
annual rate of 2.5% as of April 2016.

The Federal Reserve (the “Fed”) has maintained its overnight interest rate between the range of 0.25% and 0.50%, after
an increase of 25 basis points in December 2015. Conversely, Banxico increased its overnight interest rate 50 basis
points to 3.75% at a meeting on February 17, 2016, after an increase of 25 basis points in December 2015. Analysts
are expecting additional increases in both countries´ interest rates during 2016. Moreover, the European Central Bank
(the “ECB”) increased its monetary stimulus by reducing its main refinancing rate by 5 basis points to 0.00% and
increasing its bond buying by €20 billion per month to €80 billion.

The Mexican peso depreciated 3.9% against the U.S. dollar to Ps. 17.18 in the six-month period ended on April 30,
2016. The Foreign Exchange Commission canceled, on February 17, 2016, the mechanisms under which it auctioned
up to $400 million dollars in the market during any given day. These mechanisms were set to expire on March 31,
2016. However, the possibility was left open to sell dollars to the market on a discretionary basis. From February 17,
2016 to April 30, 2016, Banxico has sold $2.0 billion to the market to reduce volatility and the peso appreciated 6.9%.
We believe the peso depreciation has been derived from the decrease in oil and other commodity prices and
expectations that the Fed will keep increasing its interest rate.

Mexican economists surveyed by Banxico at the end of April 2016 estimate GDP growth for 2016 and 2017 at 2.4%
and 2.9%, respectively, with inflation at annual rates of 3.2% and 3.4%, respectively. Economists also expect the
overnight interest rate to reach 4.2% and 4.9% by the end of 2016 and 2017, respectively.

3
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The Mexico Fund, Inc.

Management Discussion of Fund’s Performance and Portfolio Strategy

During the first half of fiscal year 2016, the Fund´s NAV declined1 0.02%, while the MSCI Mexico Index and the
Bolsa IPC Index reported declines of 0.51% and 0.50%, respectively. The Mexican equity market was affected by the
depreciation of the Mexican peso, as previously mentioned in this report. The Fund´s market price declined 0.04%
during the first half of 2016, resulting in a discount of 11.75%, a lower valuation as compared to the discount of
11.28% as of October 31, 2015.

The following table shows the annualized performance1 of the Fund’s market price and NAV per share, as well as that
of the Fund’s benchmark and the Bolsa IPC Index, for periods ended April 30, 2016.

Years (Annualized
%) in USD
One ThreeFive Ten

Fund’s Market Price -12.05-12.640.55 5.84
Fund’s NAV -2.93 -6.35 0.63 5.21
MSCI Mexico Index -6.48 -6.82 -1.434.36
Bolsa IPC Index -6.52 -6.99 -2.085.48

Source: Impulsora del Fondo México, S.C.

As shown in the table above, the Fund’s NAV per share has outperformed the Fund’s benchmark, the MSCI Mexico
Index, in all periods analyzed. The Fund’s market price has also outperformed the Fund’s benchmark during the last
five and ten year periods ended April 30, 2016.

The following table shows the annualized performance1 of the Fund’s market price and NAV per share, as well as that
of the Fund’s benchmark and the Bolsa IPC Index, measured in Mexican pesos, for the same periods. The Fund’s NAV
per share annualized return is positive in all periods, and higher than the Fund´s benchmark.

Years (Annualized
%) in MXN
One ThreeFiveTen
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Fund’s Market Price -1.59-1.90 8.95 10.57
Fund’s NAV 8.63 5.15 9.04 9.91
MSCI Mexico Index 4.64 4.63 6.81 9.02
Bolsa IPC Index 4.60 4.43 6.11 10.20

During the first half of fiscal year 2016, Impulsora del Fondo México, S.C. (the “Adviser” or “Impulsora”) decreased the
Fund´s position in industries related to domestic consumption as some issuers presented relative high valuations. On
the other hand, the Adviser increased the Fund´s exposure to the financial sector as some issuers’ stock prices had
sharp declines which translated into attractive valuations and the Adviser took advantage to reduce its underweight
position relative to the MSCI Mexico Index. The Adviser increased the Fund´s cash position to 4.9% as of April 30,
2016, from 4.0% as of October 31, 2015, as the Adviser believes that attractive equity opportunities will arise in the
months to come.

1 Performance figures take into account the reinvestment of distributions.

4
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The Mexico Fund, Inc.

The following table shows the top five contributors to the performance of the Fund’s NAV relative to the MSCI
Mexico Index during the first half of fiscal year 2016. The table is sorted according to the contribution of these issuers
to the Fund’s outperformance relative to the MSCI Mexico Index and shows the issuers’ market price returns during the
period. The Fund´s outperformance was achieved by double-digit returns in Ternium, Grupo Aeroportuario del Centro
Norte and Alsea, as these issuers reported strong financial reports during the period and the Fund had an overweight
exposure. In addition, the Fund benefited from underweight positions in América Móvil and Grupo Financiero
Inbursa, which presented negative returns during the period.

Top Five Contributors to Relative Performance vs the MSCI Mexico Index

Issuer Industry Return

Contribution to

Relative Fund

Performance

Average

Over / Under

Weight
Ternium Steel 42.03% 0.68% 1.79%
Grupo Aeroportuario del Centro Norte Airports 16.64% 0.62% 3.61%
América Móvil Telecommunications Services -15.77%0.61% -3.15%
Grupo Financiero Inbursa Financial Groups -2.28% 0.44% -1.77%
Alsea Restaurants 16.62% 0.27% 2.09%

The following table shows the top five detractors to the performance of the Fund’s NAV relative to the MSCI Mexico
Index during the first half of fiscal year 2016 and their respective market price returns during the period. The Fund
maintained underweight exposures to Fibra Uno, Grupo Bimbo, Peñoles and Cemex, all of which registered positive
returns, as well as an overweight exposure to El Puerto de Liverpool, which registered a double-digit negative return.

Top Five Detractors from Relative Performance vs the MSCI Mexico Index

Issuer Industry Return

Contribution to

Relative Fund

Performance

Average

Over / Under

Weight
Fibra Uno Real Estate 11.54% -0.36% -3.36%
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El Puerto de Liverpool Retail -18.09%-0.24% 1.25%
Grupo Bimbo Food 8.02% -0.22% -1.66%
Peñoles Mining 18.34% -0.21% -1.04%
Cemex Building Materials 17.18% -0.21% -0.89%

The following table shows the top five contributors to the Fund’s absolute return during the first half of fiscal year
2016.

5
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The Mexico Fund, Inc.

Top Five Contributors to Absolute Performance

Issuer Industry Return

Contribution to
Absolute Fund
Performance

Average
NAV Weight

Cemex Building Materials 17.18% 0.95% 4.10%
Ternium Steel 42.03% 0.68% 1.79%
Grupo Aeroportuario del Centro Norte Airports 16.64% 0.62% 3.61%
Coca-Cola Femsa Beverages 14.41% 0.49% 1.01%
Grupo Financiero Inbursa Financial Groups -2.28%2 0.38% 1.01%

Portfolio Composition by Industry

Percentage of Net Assets and Weights on MSCI Mexico Index

April 30, 2016

During the first half of fiscal year 2016, a total of 4,082,869 Fund shares traded on all U.S. consolidated markets,
resulting in a daily average value of shares traded of $551,314 dollars, higher than the daily average of $436,600
dollars during the same period for comparable funds3.

The average price-to-earnings ratio (“PER”) of the Mexican equity market at the end of April 2016 was 22.8 times,
while the price-to-book value ratio was 2.8 times4. The market capitalization of the Bolsa at the end of April 2016
amounted to $462.8 billion. During the first quarter of calendar year 2016, financial statements of Mexican listed
companies showed, in general, solid operating results, as revenues and EBITDA5 increased 12.0% and 8.7%,
respectively, much higher than the overall economic figures already mentioned in this report. Net profit increased
36.2% due to the positive consumption environment and lower foreign exchange losses reported during the quarter
compared with the same period of 2015. The Adviser will continue to be prudent in identifying companies with strong
balance sheets that include manageable debt levels, positive free cash flows, strong corporate governance policies,
high-quality management teams, attractive growth potential and proven business models.
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2 Since the Fund acquired shares in this issuer, the stock price return is 21.17% as of April 30, 2016.

3 Sample of 34 Non-U.S. equity Closed End Funds (excluding the Fund).

4 Source: Impulsora del Fondo México, S.C. with figures provided by the Mexican Stock Exchange.

5 EBITDA refers to earnings before interest, taxes, depreciation and amortization.

6

Edgar Filing: MEXICO FUND INC - Form N-CSRS

19



Table of Contents 

The Mexico Fund, Inc.

Annual Meeting of Stockholders

The Fund held its Annual Meeting of Stockholders on March 16, 2016 at 9:30 a.m. Central time at the John Jacob
Boardroom on the Mezzanine Level of the St. Regis Hotel, located at 1919 Briar Oaks Lane, Houston, Texas 77027.
Stockholders re-elected Edward P. Djerejian and Claudio X. González as Directors of the Fund and elected Alberto
Osorio as a new Board member. A total of 12,315,739.38 shares were represented in the meeting, constituting a
quorum of 81.86%.

Regarding the election of the Fund´s Class II Directors, the results of the Annual Meeting were as follows*:

For %
Outstanding

% of
Voted Withheld %

Outstanding
% of
Voted

Edward P. Djerejian 11,773,871.7478.26% 95.60%541,867.64 3.60% 4.40%
Claudio X. González 10,973,694.2872.94% 89.10%1,342,045.098.92% 10.90%
Alberto Osorio 11,126,585.7673.96% 90.34%1,189,153.617.90% 9.66%

* There were no abstentions or broker non-votes with regard to the election of the Fund’s Class II Directors.

Equity Shelf Program (ESP)

Since June 2013, the Fund issued additional Fund shares when the Fund traded at a premium under the ESP. The ESP
was conducted pursuant to a shelf registration statement filed with the Securities and Exchange Commission (“SEC”).
The ESP was set to expire on June 2016 and, as the Fund has been trading at a discount greater than 10%, the Board
decided not to renew the program in February 2016. During the period the ESP was in place, the Fund issued a total of
1.5 million shares, resulting in additional available assets of $44.2 million.

Open Market Repurchases

The Fund’s repurchase policy allows the Fund to repurchase its own stock in the market whenever the Fund’s discount
exceeds 10%. During the first half of fiscal year 2016, the Fund repurchased 17,178 Fund shares in the open market.

Edgar Filing: MEXICO FUND INC - Form N-CSRS

20



Declaration of Distributions Under the MDP

Under the MDP, the Fund pays quarterly distributions at an annual rate of 6% of the Fund’s NAV per share recorded
on the last business day of the previous calendar year. Pursuant to the MDP, the Board has declared a dividend
distribution of $0.2831 per share, payable in cash on July 26, 2016 to stockholders of record on July 14, 2016.

For each distribution under the MDP, the Fund will issue a notice to stockholders and an accompanying press release
which will provide detailed information regarding the amount and composition of the distribution and other
information. The Board may amend or terminate the MDP at any time without prior notice to stockholders; however,
at this time, there are no reasonably foreseeable circumstances that might cause the termination of the MDP. You
should not draw any conclusions about the Fund’s investment performance from the amount of distributions or from
the terms of the Fund’s MDP.

As mentioned in this report, the Mexican economy and equity market have faced a challenging environment;
notwithstanding the above, your Fund has outperformed its benchmark during the recent past. We are confident that
the solid fundamentals of portfolio companies and the long-term strength of key economic variables in Mexico will
continue to result in attractive investment opportunities for the Fund. We hope you find this report useful and
informative, and we thank you for your continued confidence in the Fund.

Sincerely yours,  

Alberto Osorio Emilio Carrillo Gamboa
President and Chief Executive Officer Chairman of the Board
June 14, 2016

7
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The Mexico Fund, Inc.

General Information

Renewal of Investment Advisory and Management Agreement

At an in-person meeting of the Board held on March 16, 2016 at which a majority of the Directors were in attendance,
including a majority of the Independent Directors, the Board, and separately a majority of the Independent Directors,
taking into consideration the recommendation of the Contract Review Committee of the Board (“Committee”), approved
the continuation of the Investment Advisory Agreement (“Agreement”) with Impulsora based on its consideration of
various factors, including (1) the nature, extent and quality of services provided by the Adviser to the Fund; (2) the
investment performance of the Fund; (3) the costs of the services provided, and profits to be realized, by the Adviser
from its relationship with the Fund; (4) the extent to which economies of scale may be realized as the Fund grows and
whether fee levels reflect these economies of scale for the benefit of Fund investors; and (5) other benefits to the
Adviser from its relationship with the Fund (and any corresponding benefit to the Fund). In response to a specific
request by the Independent Directors, Impulsora provided detailed information concerning the foregoing factors. The
Board also received a memorandum from independent legal counsel discussing the duties of board members in
considering the approval of the continuation of the Agreement. The Board evaluated information consisting of
comparative figures of overall expenses, management and other fees, of a group of substantially similar funds. As
discussed more fully below, the Board considered the Fund’s historical performance through the beginning of March
2016, as well as the Fund’s current advisory fee rate, noting that the advisory fee rate is below both of the median and
average for regional closed-end funds followed by Lipper, Inc. The Board determined that the fees payable to
Impulsora were reasonable, especially in light of the quality of the services provided, as well as the level of advisory
fees paid by comparable funds.

The following discussion is not intended to be all-inclusive. The Board reviewed a variety of factors and considered a
significant amount of information, including information received on an ongoing basis at meetings of the Board and
Board committees. In view of the broad scope and variety of these factors and information, the Board did not find it
practicable to, and did not, make specific assessments of, quantify or otherwise assign relative weights to the specific
factors in reaching their conclusions and determination to approve the continuance of the Agreement.

The Board has determined that the Agreement is in the best interests of the Fund’s stockholders, as it would enable the
stockholders to obtain high quality services at a cost that is appropriate and reasonable. In addition, the Board has
concluded that the Agreement appropriately aligns the interests of the Adviser, the Fund, and Fund stockholders by
rewarding superior performance or penalizing poor investment results when compared with the MSCI Mexico Index.
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Performance adjustments under the Agreement began on April 1, 2015 based upon the Fund’s performance during the
trailing 12-month period and adjustments were made during 2015 and 2016, which the Board reviewed in its
consideration of renewal of the Agreement.

Nature, Extent and Quality of Services. The Board considered the nature, extent and quality of advisory services
provided by the Adviser. The Board receives information at regular meetings throughout the year regarding the
services rendered by the Adviser concerning the management of the Fund and the Adviser’s role in coordinating
providers of other services to the Fund. Also, the Adviser provides all facilities and services necessary to analyze,
execute and maintain investments consistent with the Fund’s objectives, and has done so since the Fund’s inception in
1981. The Board had available to it the qualifications, backgrounds and responsibilities of the personnel primarily
responsible for the day-to-day portfolio management of the Fund and recognized that these individuals report to the
Board regularly and provide a detailed report on the Fund’s performance at each regular meeting of the Board. The
Board also received and considered the Adviser’s financial information, including recent operating results and
expenses, as well as the specific services performed by the Adviser. The Board concluded that overall, it was satisfied
with the nature, quality and extent of services that the Adviser provides to the Fund.

Investment Performance. At the in-person Board meeting on March 16, 2016, the Board received and considered
information regarding Fund performance relative to the leading Mexican equity indices, including the Bolsa IPC
Index and the MSCI Mexico Index, as well as comparable funds. The Board had also received information throughout
the year at periodic intervals regarding the Fund’s performance, including with respect to the leading Mexican equity
indices. The Board was provided with the performance matrix as of January 31, 2016 with periods of three months,
year-to-date, one year, three years, five years and ten years, and determined that the Fund had outperformed both the
MSCI Mexico Index and the Bolsa IPC Index over all periods. The Board also determined that the Adviser had
achieved superior investment performance compared with nearly all of the major Mexican equity mutual funds over
the one year and five year periods. The Board also considered the efforts made by the Adviser to address the Fund’s
stock price relative to NAV, including the Fund’s MDP, the open market repurchase policy, and efforts to provide
investors with more timely information about the Fund’s assets. Based on its review and the Adviser’s explanation, the
Board concluded that the Fund’s performance has been positive and competitive.

8
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General Information

Continued

Costs and Profitability. The Board reviewed the fees charged by Impulsora for investment advisory services, as well
as the gross revenues and pre-tax profits earned by Impulsora. The Board also reviewed and considered comparative
information supplied by Lipper Inc., which the Board noted showed that the effective investment advisory fee of the
Fund remained competitive and equal to the average fee rate of other comparable regional closed-end funds. The
Board also reviewed and considered comparative information regarding administrative fees and expense ratios
charged to comparable funds. Additionally, the Board reviewed the actual dollar amount of the fees payable under the
Agreement, as well as the fee as a percentage of assets under management. On the basis of this information, the Board
concluded that the level of the investment advisory fee and the profitability of the relationship between the Fund and
Impulsora are appropriate in light of the nature, extent and quality of services provided to the Fund. The Board also
concluded that the Agreement’s performance component and its use of the MSCI Mexico Index were fair and
appropriate.

Economies of Scale. The Board determined that the investment advisory fees payable under the Agreement already
reflect potential future economies of scale, through the existing fee structure, which includes the imposition of
breakpoints as Fund assets increase, of 1.0% of average daily net assets for assets up to and including $200 million,
0.90% of average daily net assets for assets in excess of $200 million and up to and including $400 million, 0.80% of
average daily net assets for assets in excess of $400 million and up to and including $600 million, 0.70% of average
daily net assets for assets in excess of $600 million and up to and including $800 million, and 0.60% of average daily
net assets for assets over $800 million.

Other Benefits to the Adviser. The Board determined that the other benefits described by the Adviser were
reasonable, fair, and consistent with industry practice and the best interest of the Fund and its stockholders. In this
regard, the Board specifically considered the benefits to the Adviser due to the fact that it also serves, and receives an
additional administrative fee from, the Fund pursuant to the Fund Services Agreement.

Concentration Policy

The Fund has adopted a concentration policy, as permitted by the 1940 Act, that allows it to concentrate its
investments in any industry or group of industries beyond 25% of the Fund’s assets if, at the time of investment, such
industry represents 20% or more of the IPC Index; provided, however, that the Fund will not exceed the IPC Index
concentration by more than 5%. At the end of April 2016, no industry group represented 20% or more of the value of
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the securities included in the IPC Index.

Proxy Voting

Information about how the Fund voted proxies during the twelve-month period ended June 30 will be available,
without charge, upon request by calling collect Mr. Alberto Gómez Pimienta, or on the SEC’s website at www.sec.gov.
The Fund’s and its Investment Adviser’s proxy voting policies and procedures are available on the Fund’s website,
www.themexicofund.com under the heading “Corporate Governance”, on the SEC’s website at www.sec.gov, or without
charge, upon request, by calling Mr. Alberto Gómez Pimienta. Mr. Gómez Pimienta can be contacted at (+52 55)
9138-3350, during Mexico City business hours (10:00 am to 3:00 pm and 5:00 to 7:00 pm ET).

How to Obtain More Information About the Fund

The Fund’s semi-annual and annual reports and proxy statements are published on the Fund’s website,
www.themexicofund.com, under the section captioned “Investor Reports.”

Stockholders will receive printed versions of these documents unless they have consented to receiving them
electronically (see below). Stockholders who are recordholders of Fund shares and who wish to receive public reports
and press releases regarding the Fund by e-mail should log in to their accounts with American Stock Transfer & Trust
Company, LLC (“AST”) at www.amstock.com and consent to electronic delivery.

The Fund publishes a Monthly Summary Report containing information about the Fund’s performance and portfolio
composition. The Monthly Summary Reports are distributed via e-mail to interested investors, made available on the
Fund’s website, and filed with the SEC on Form 8-K.

Stockholders that have questions about the Fund may contact Mr. Alberto Gómez Pimienta, the Fund’s Treasurer, at
(+52 55) 9138-3350 between 10:00 am and 3:00 pm ET, and between 5:00 pm and 7:00 pm ET. If you prefer to
contact the Fund via e-mail, please direct your e-mail inquiries to investor-relations@themexicofund.com.

Please visit our website for daily information on the Fund’s NAV and market price per share. The Fund’s NYSE trading
symbol is MXF.
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Continued

Electronic Delivery of Fund Materials

We encourage our stockholders to receive Fund materials via e-mail in order to save on printing expenses and
contribute to saving the environment. Please inform your broker about your preference for electronic delivery (if you
are holding your shares in street name) or if you are a recordholder of Fund shares, by logging in to your AST account
at www.amstock.com and consenting to electronically receive Fund materials.

Open Market Repurchases

Under the Fund’s open market share repurchase policy, the Fund may repurchase up to 10% of the Fund’s outstanding
common stock in open market transactions during any 12-month period if and when Fund shares trade at a price which
is at a discount of at least 10% to NAV. During the first half of fiscal year 2016, the Fund repurchased 17,178 Fund
shares in the open market, equivalent to 0.11% of the Fund’s outstanding shares at the end of April 30, 216.

Distribution Reinvestment and Stock Purchase Plan

The Fund’s Distribution Reinvestment and Stock Purchase Plan (“the Plan”) provides a convenient way to increase your
holdings in the common stock of the Fund through the reinvestment of distributions paid by the Fund. The Plan
includes the following:

(1)

Voluntary Stock Purchase Option. All registered stockholders (regardless of whether they are Plan participants)
can make monthly voluntary cash investments in Fund shares through AST (the “Plan Agent”). The minimum
investment for a voluntary cash investment is $25.00; you may vary the amount of your investment as long as it
equals or exceeds this $25.00 minimum. There is a fixed transaction fee of $2.50 and a $0.10 per share
commission for this service. Optional cash payments can be made online or by mail, as described further in the
enclosed brochure. Stockholders can also authorize AST to make automatic withdrawals from a bank account.
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(2)
Clarification Regarding Reinvestment of Distributions. Distributions received through the Fund’s MDP can be
reinvested directly in additional Fund shares, regardless of the character of such distributions for accounting and
tax reporting purposes.

(3)
Online Enrollment in the Plan. As an alternative to mailing an authorization card to AST, stockholders may
enroll in the Plan through AST’s website at www.amstock.com. To have distributions reinvested, stockholder
authorization must be received by AST by the record date for a given distribution.

(4)
Withdrawal from the Plan. Stockholders may withdraw from the Plan by notifying AST. If a request for
withdrawal is received by AST more than three (3) business days before a distribution payment date that
distribution will be paid out in cash.

(5)

Amendment of Plan. The Fund reserves the right to amend or supplement the Plan at any time, but only
by mailing to participants appropriate written notice at least thirty (30) days prior to the effective date
thereof, except when necessary to comply with applicable laws or the rules or policies of the SEC or
other regulatory authority.

The Plan brochure can be accessed through AST’s or the Fund’s website, at www.amstock.com or
www.themexicofund.com. If you have any questions, please contact AST at 1-877-573-4007 or 1-718-921-8124. You
may also contact AST via mail at:

American Stock Transfer & Trust Company, LLC

Attention: Plan Administration Department

PO Box 922

Wall Street Station

New York, NY 10269-0560

If you are a Fund shareholder of record, you may enroll in the Plan by mail or online at www.amstock.com. Please
contact AST for further information or to request an authorization card for enrollment. If your shares are held in
nominee or “street name” through a broker, bank or other nominee who does not provide an automatic reinvestment
service and you wish to have distributions reinvested in shares of the Fund, you must notify such nominee and request
that the change be made on your behalf or that your shares be re-registered in your own name.
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You may withdraw from the Plan, without penalty, at any time by notice to AST. If your request to withdraw from the
Plan is received more than three business days before any distribution payment date, then that distribution will be paid
out in cash. If your request to withdraw from the Plan is received less than three business days prior to any distribution
payment date, then that distribution will be reinvested. However, all subsequent distributions would be paid out in
cash on all balances.

Should you choose to withdraw any shares from the Plan or discontinue your participation in the Plan, you will
receive a certificate or certificates for the appropriate number of full shares, along with a check in payment for any
fractional share interest you may have. The payment for the fractional shares will be valued at the market price of the
Fund’s shares on the date your termination is effective. In lieu of receiving a certificate, you may request the Plan
Agent to sell part or all of your shares at market price and remit the proceeds to you, net of any brokerage
commissions.

Under the terms of the Plan, whenever the Fund declares a distribution, Plan participants will receive their distribution
entirely in shares of common stock purchased either in the open market or from the Fund. If, on the date a distribution
becomes payable or such other date as may be specified by the Board (the valuation date), the market price of the
common stock plus estimated brokerage commissions is equal to or exceeds the NAV per share of common stock, the
Plan Agent will invest the distribution in newly issued shares of common stock, which will be valued at the greater of
the NAV per share or the current market price on the valuation date. If on the valuation date, the market price of the
common stock plus estimated brokerage commissions is lower than the NAV per share, the Plan Agent will buy
common stock in the open market. Although stockholders in the Plan may receive no cash distributions, participation
in the Plan will not relieve participants of any income tax that may be payable on such dividends or distributions. As a
participant in the Plan, you will be charged a pro-rata portion of brokerage commissions on all open market
purchases.

If you have any questions concerning the Plan, or would like a hard copy of the Plan brochure, please contact AST
using the contact information listed above.

New York Stock Exchange Certifications
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The Fund is listed on the New York Stock Exchange (the “NYSE”). As a result, it is subject to certain corporate
governance rules and related interpretations issued by the NYSE. Pursuant to those requirements, the Fund must
include information in this report regarding certain certifications. The Fund’s President and Treasurer have filed
certifications with the SEC regarding the quality of the Fund’s public disclosure. Those certifications were made
pursuant to Section 302 of the Sarbanes-Oxley Act (“Section 302 Certifications”). The Section 302 Certifications were
filed as exhibits to the Fund’s semi-annual report on Form N-CSR, which included a copy of the semi-annual report
along with other information about the Fund. After the Fund’s 2016 annual meeting of stockholders, it filed an annual
certification with the NYSE stating that its President was unaware of any violation of the NYSE’s Corporate
Governance listing standards.

Cost Basis Information

The Fund is required to report to shareholders of record and the Internal Revenue Service, annually on Form 1099-B,
not only the gross proceeds of Fund shares sold, but also their cost basis, for shares purchased or acquired on or after
January 1, 2012. Cost basis will be reported using the Fund’s default method of first-in-first-out (“FIFO”), unless the
shareholder of record instructs the Fund to use an average cost method for their shares purchased or acquired on or
after January 1, 2012. Alternatively, a shareholder can generally supply instructions for specific lot identification for a
given transaction.

If your Fund shares are registered in your name and you wish to elect an average cost method rather than the default
method of FIFO, you may do so by downloading a form that is available on the Fund’s website,
www.themexicofund.com, under the section “Services”, and mailing it to the Fund’s Transfer Agent at the address
indicated on the form. If you hold Fund shares through a financial intermediary, please contact that financial
intermediary for instructions on how to make your election. If you wish to supply instructions for specific lot
identification for shares purchased or acquired on or after January 1, 2012, please contact the Fund’s Transfer Agent at
(800) 937-5449.
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Schedule of Investments

as of April 30, 2016 (Unaudited)

Shares Value Percent of
Held (Note 1) Net Assets

COMMON STOCK  - 95.07%
Airports

2,000,000 Grupo Aeroportuario del Centro Norte, S.A.B. de C.V. Series B $11,592,245 3.85 %

Auto Parts
4,000,000 Nemak, S.A.B. de C.V. Series A 5,747,220 1.91

Beverages
1,100,000 Arca Continental, S.A.B. de C.V. 7,605,286 2.53
785,000 Coca-Cola Femsa, S.A.B. de C.V. Series L 6,834,075 2.27
2,700,000 Fomento Económico Mexicano, S.A.B. de C.V. Series UBD 25,162,485 8.36

39,601,846 13.16
Building Materials

19,760,000 Cemex, S.A.B. de C.V. Series CPO 14,690,295 4.88
2,730,000 Elementia, S.A.B. de C.V.  (a) 3,742,883 1.25

18,433,178 6.13
Chemical Products

3,800,000 Alpek, S.A.B. de C.V. Series A (b) 6,355,825 2.11
2,800,000 Mexichem, S.A.B. de C.V. 7,079,467 2.36

13,435,292 4.47
Construction and Infrastructure

800,000 Promotora y Operadora de Infraestructura, S.A.B. de C.V. 10,161,961 3.38

Consumer Products
4,700,000 Kimberly-Clark de México, S.A.B. de C.V. Series A (b) 11,141,876 3.70

Financial Groups
580,000 Banregio Grupo Financiero, S.A.B. de C.V. Series O 3,481,283 1.16
3,250,000 Grupo Financiero Banorte, S.A.B. de C.V. Series O 18,479,799 6.14
3,300,000 Grupo Financiero Inbursa, S.A.B. de C.V. Series O (b) 6,489,725 2.16
3,700,000 Grupo Financiero Santander México, S.A.B de C.V. Series B 6,791,698 2.26

35,242,505 11.72
Food

600,000 Gruma, S.A.B. de C.V. Series B 8,779,065 2.92
1,200,000 Grupo Lala, S.A.B. de C.V. Series B 3,214,298 1.07
1,000,000 Industrias Bachoco, S.A.B. de C.V. Series B 4,197,473 1.39

16,190,836 5.38
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Holding Companies
7,400,000 Alfa, S.A.B. de C.V. Series A (a) (b) 13,932,351 4.63

Media
2,000,000 Grupo Televisa, S.A.B. Series CPO 11,673,750 3.88

Mining
3,750,000 Grupo México, S.A.B. de C.V. Series B (b) 9,553,473 3.18

See Notes to Financial Statements.
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Shares Value Percent of
Held (Note 1) Net Assets

Real Estate
2,340,000 Corporación Inmobiliaria Vesta, S.A.B. de C.V. 3,819,852 1.27

Restaurants
1,000,000 Alsea, S.A.B. de C.V. 3,835,943 1.28

Retail
650,000 El Puerto de Liverpool, S.A.B. de C.V. Series C-1 7,400,623 2.46
1,600,000 Grupo Rotoplas, S.A.B. de C.V. (a) 3,234,092 1.08
1,500,000 La Comer, S.A.B. de C.V. Series UBC (a) 1,568,376 0.52
10,000,000 Wal-Mart de México, S.A.B. de C.V. 24,771,497 8.23

36,974,588 12.29
Steel

350,000 Ternium, S.A. - ADR 7,143,448 2.38

Stock Exchange
2,340,000 Bolsa Mexicana de Valores, S.A.B. de C.V. Series A (b) 3,892,053 1.29

Telecommunications Services
44,000,000 América Móvil, S.A.B. de C.V. Series L 31,148,629 10.35
4,000,000 Telesites, S.A.B. de C.V. Series L (a) (b) 2,459,102 0.82

33,607,731 11.17

Total Common Stock (Identified cost - $308,652,076) 285,980,148 95.07

Principal

Amount
SHORT-TERM SECURITIES – 4.99%

Repurchase Agreements

$10,951,842

BBVA Bancomer, S.A., 3.90%, dated 4/29/16, due 5/2/16 repurchase price
$10,952,049 collateralized by BPA 182 (Bonds issued by the Mexican
Government), interest rate 3.77%, due 10/5/17 and BONOS M, interest rate
4.09%, due 06/5/17. Value of collateral $11,065,868.

$10,951,842 3.64 %

Time Deposits
$4,059,243 Comerica Bank, 0.19%, dated 4/29/16, due 5/2/16 4,059,243 1.35

Total Short-Term Securities (Identified cost - $15,011,085) $15,011,085 4.99 %
Total Investments  (Identified cost - $323,663,161) 300,991,233 100.06
Liabilities in Excess of Other Assets (168,544 ) (0.06 )

$300,822,689 100.00%
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Net Assets Equivalent to $20.00 per share on 15,043,368 shares of capital
stock outstanding.

(a)Shares of these securities are currently non-income producing. Equity investments that have not paid dividends
within the last twelve months are considered to be non-income producing.

(b) A member of the Board also serves as a member of the company’s board of directors.
ADR – American Depositary Receipt

See Notes to Financial Statements.
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Statement of Assets and Liabilities

as of April 30, 2016 (Unaudited)

Assets:
Investments:
Securities, at value:
Equity Securities (identified cost - $308,652,076) $285,980,148
Short term securities (identified cost - $15,011,085) 15,011,085
Total investments (identified cost - $323,663,161) $300,991,233
Dividends receivable 224,809
Interest receivable 2,373
Prepaid expenses 102,380
Total assets 301,320,795
Liabilities:
Payable to Investment Adviser (Notes 2 and 3) 284,042
Accrued expenses and other liabilities 214,064
Total liabilities 498,106
Net Assets - Equivalent to $20.00 per share on 15,043,368 shares of capital stock outstanding (Note
7) $300,822,689

Composition of Net Assets:
Common Stock $15,043,368
Additional paid-in capital 309,522,796
Accumulated net investment income 85,030
Accumulated net realized loss on investments (1,357,490 )
Unrealized (depreciation) of investments and translation of assets and liabilities in foreign currency (22,471,015 )

$300,822,689

See Notes to Financial Statements.
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Statement of Operations

For the six months ended April 30, 2016 (Unaudited)

Net Investment Income:
Income:
Dividends (a) $3,098,716
Interest 97,092
Total income $3,195,808
Expenses:
Investment advisory fee 1,480,000
Administrative services 228,271
Directors' fees 200,449
Legal fees 146,521
Printing, distribution and mailing of stockholder reports 112,092
Audit and tax fees 87,299
Directors' and Officers' expenses 64,259
Insurance 41,090
Stockholders' information 33,408
Custodian fees 20,983
Chief Compliance Officer fees 14,189
Transfer agent and dividend disbursement fees 14,100
Stock exchange fees 12,465
Miscellaneous 36,279
Equity Shelf Program termination 190,604
Operating expenses 2,682,009
Net investment income 513,799
Net Realized and Unrealized Gain (Loss) on Investments and Foreign Currency Transactions:

Edgar Filing: MEXICO FUND INC - Form N-CSRS

35


