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Mexican Wholesale Electricity Market Report

Introduction 

The Mexican Wholesale Electricity Market (Mercado Eléctrico Mayorista, or MEM) began 

operations in 2016, first with the Baja California Interconnected System (BCA) on 27 January; 

then with the National Interconnected System (Sistema Interconectado Nacional, or SIN) on 

29 January; and finally with the Baja California Sur Electric System (Baja California Sur, or BCS) 

on 23 March. Since operations commenced, the National Center for Energy Control (CENACE), 

the electric system and electricity market independent operator, has been reporting the hourly 

locational marginal price (LMP) for approximately 2,360 nodes. LMPs for the SIN averaged 

US$48/MWh from February through September with a standard deviation of US$14/MWh.

The wholesale electricity market is currently a cost-based, short-term energy market with a 

day-ahead market and a real-time market. To date, the former Mexican state-owned electricity 

company (Comisión Federal de Electricidad, or CFE) and, on a much smaller scale, some private 

companies like Fisterra Energy, Generadora Fénix, and Sumex are participating in the markets.  

Additional participants are expected as private sector generation is built, particularly gas-fired 

generation. In the second phase of the short-term energy market, an hour-ahead market will 

be added and constraints will be removed, allowing for free bids instead of cost-based bids. 

The second phase will become operational between 2017 and 2018, depending on the market 

component involved. A capacity balancing market will become operational in February 2017.

By Dr. Agustin Ros, 

Veronica Irastorza, 

and Elvira Creel



www.nera.com   2

As of now, CFE is bidding as a single company while it undergoes a separation into  

various generation companies (CFE Gencos). In the medium term, as CFE Gencos start 

working independently, each one will bid separately in the MEM. More private participation 

is also expected.  

Figure 1 shows monthly average LMPs1 for the three systems (BCA, SIN, and BCS) from February 

to September 2016. The highest average LMPs are consistently found in the BCS because there 

is no natural gas available in the region. The lowest average LMPs are found in the BCA. In 

Figure 1, we also observe that average LMPs are four times higher in the BCS compared to the 

BCA. The daily average LMPs have shown high volatility in the BCS, and less volatility in the SIN 

and BCA, as shown in Figure 2.

Figure 1. Monthly Average Locational Marginal Price
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On average, from February to September 2016, the lowest LMP was in the BCA (MX$550/

MWh, or US$30/MWh), followed by the SIN (MX$887/MWh, or US$48/MWh). The highest LMP 

was in the BCS (MX$2,290/MWh, or US$124/MWh).  

1 The average LMPs are simple averages. It is not possible to calculate weighted averages as CENACE does not 
publish the quantities assigned (bought and sold) in each node.
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The daily average LMPs have shown high volatility in the BCS, with a standard deviation of 

MX$825/MWh (US$43/MWh), followed by SIN ($271/MWh, or US$14/MWh) and BCA ($218/

MWh, or US$11/MWh).  

Figure 2. Daily Average Locational Marginal Price
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Figure 3. Monthly Average Prices in the Three Systems by Components, 
 February-September 2016
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The LMP is the sum of three components: energy, losses, and congestion. Figure 3 shows 

the monthly average LMP and its three components in the SIN, BCA, and BCS systems until 

September 2016.
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Since the market began operations, prices reached the maximum of MX$6,855/MWh (US$370/

MWh) for several hours on 24 June 2016 in the North and Northwest regions (in the SIN). There 

was a state of alert and subsequently, a state of emergency because the transmission limits 

were exceeded between Mazatlán and Culiacán. On average, 85% of the maximum price on 

the SIN to date was due to the congestion component and 2% due to losses. The maximum 

LMP on the BCA (MX$6,734/MWh, or US$368/MWh) was registered on 24 August 2016 on 

55 nodes of the system. The BCS reached a maximum LMP of MX$4,477.30/MWh (US$252/

MWh) at 13:00 on 16 March 2016 in the load zone of Los Cabos, with a loss component of 

MX$51.42/MWh (US$3/MWh) and congestion of $2,694.53/MWh (US$152/MWh).  

Recalculation of Market Prices

It is important to mention that on 4 August 2016, the Market Monitoring Unit (MMU) 

instructed CENACE to recalculate the market prices from February through July 2016 and to 

change the corresponding bills. The MMU found differences between the short-term costs 

that plants are allowed to include in their energy bids and the market prices. A review of these 

differences for the marginal plants (those that set the market price for the node) resulted in an 

18% average decrease in the SIN, 3% average decrease in the BCA, and 1% average decrease 

in the BCS. 

Figure 4. Average LMP for the SIN

  Original LMP Corrected LMP Difference

 (Pesos/MWh) (Pesos/MWh)

February 2016 $887 $680 -23%

March 2016 $910 $644 -29%

April 2016 $948 $706 -26%

May 2016 $1,144 $970 -15%

June 2016 $1,097 $959 -13%

July 2016 $1,133 $1,067 -6%

Average $1,020 $838 -18%
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The price adjustment had varying impacts in each region of the SIN. Figure 5 below indicates 

the highest adjustment was in the Peninsular region (-20%) and the lowest in the North 

region (-16%). 

Figure 5. Average LMP Change by System or Region
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About NERA

NERA Economic Consulting prepares market assessments for all North American and many 

European and Asian markets. We provide a full range of economic due diligence services, 

including customized market price forecasts; reviews of contracts and fuel supply and 

transport arrangements; operating margin projections; asset valuation; and risk assessment. In 

addition, NERA has an enormous amount of experience assisting utilities, independent power 

producers, and government entities with market design and implementation issues.

Specific to Mexican wholesale energy market analysis, NERA offers a wide range of capabilities 

tailored to fit individual clients’ considerations, whether for region, load zone, or node. We 

also have powerful price forecasting capabilities.
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