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Thisreport isfor informationa purposes only to assst exporters of US produced food and agricultural
productsin their sadles and promotiona effortsin Mexico. The datain this report were collected from
local trade and government sources and are not necessarily officid US Department of Agriculture
(USDA) data. While every effort has been made to provide an accurate list of contacts, telephone and
fax numbers change frequently in Mexico. Also, there may be other qudified firmsin Mexico and the
United States, and their excluson from any ligts or directories is unintentiond. Neither the US
Agriculturd Trade Office (ATO) or the USDA endorse any firm contained herein. US exporters should
take norma commercid precautions when deding with any potentid importer, including checking
references.

SECTION 1. MARKET SUMMARY

The Mexican retail market was characterized by moderate sales growth and strong competition
during 2000. Tota-store saes were ten percent higher than salesin 1999, and three percent higher
than salesin 1999 as measured by same-stores index.

In 2001, same-store sales growth is expected to reach 1.8-2.2 percent, and to 7.3 percent in total-
store sales as compared to 1999.

There are gpproximately 3,638 retail storesin Mexico. Thisfigure includes outlets for the magor
retail chains, government and convenience stores,

The sector's retailers invested gpproximately $1.8 billion in 2000 to establish new outlets and to
incresse floor space. Although thereis no officid estimate currently available for 2001, industry
sources estimate that investments will be dightly lower a around US $1.1 to US $1.3 hillion. The
only two companies who have announced their investment plans are Wamart, which will invest US
$464 million over the next 18 months in order to open 62 new outlets, and Comercia Mexicana,
which will dso invest US $140 million during the same period.

Net sales growth in 2000 for the four leading retailers in Mexico were: Wa-Mart 11.7 percent;
Comercia Mexicana 6.8 percent; Gigante 8.8 percent and Soriana with 8.8 percent. All figures are
over their net sdlesin 1999 during the same period.

Retall organizations are anxioudy awaiting the outcome of the Mexican Government’ s proposd to
implement avaue added tax (VAT) of 15 percent on food products and pharmaceutical items.
Many retailersfear that this tax will serioudy redirict consumer spending, and have a negative effect
on sdes for 2001. However, in the long run, thiswill have a positive effect on the economy,
providing the government with needed extra resources.

Although the Mexican food processing industry produces many basic food items, it does not
produce dl of the consumer ready products demanded by Mexican consumers. Consequently,
many of these items are imported from the United States.

Large retailers and convenience stores will continue to represent the best sales venues for US
exporters. Traditiond retail stores (mom and pop stores) are alarge market segment, but are not
yet aviable option for imported products because of their comparatively smdl size and limited
refrigeration space.

Advantages Challenges
Of the approximatdy 100.4 million Mexicans, I mported products are subject to Mexican qudity
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about 22.1 million or 22 percent of the total
population can afford imported food products.

gtandards (NOMs) and labeling requirements.

Mexican consumers like American products; they
recognize most US brandsand associate US made
products with high qudity and vaue.

Mexican regulations and controls for imported
products sometimes change rapidly and without
notice. This dtuation causes problems and time
delaysfor exporters. US exporters should dways
try to stay well informed of the regulations that
goply to their products. Before shipping, make
surethat the shipment complieswith al importation
requirements. Communication between exporter
and importer is key

Mexican consumers, especidly the younger
generdtion, ae rapidly adapting to more
internationd ways-of-life and purchasing imported
items.

Importers and distributors’'wholesalers continueto
contral the market, especidly at the convenience
and "mom & pop" sores level. Some large
retallers are importing directly.

The retall sector continues expanding as the
companies in the industry rdly to postion
themsalvesin avery compstitive market.

Mexican consumers are very price oriented, and
US suppliers should consider marketing the less
expensve presentations of their productsasafirst
option.

Because of NAFTA, US suppliers have
preferentia import duties. However, due to the
free trade agreement with the European Union,
their products dso enjoy this advantage.

Prices for imported products are usudly 15 to 40
percent more expendve than dmilar locd
products.

Multinationd firms established locdlly are taking
advantage of their market position. In addition to
sourcing localy produced items, they areaso very
active in importing product lineswhich they do not
producein Mexico, aswdl as productsfrom other
companies that have market potentid.

Limited knowledge of imported productsand poor
organizationa skills among convenience and smdl
independent grocery stores redtrict their market
potential.

US exporters should consder contacting loca
digributors as a first step in ther efforts to
establish themsdves in the Mexican market.

Products from the European Union are beginning
to appear in retail stores, but in limited amounts
only.

Geographica proximity is a plus for American
suppliers.

The Mexican peso has been very sable in its
parity with the US dollar, making American
products very competitive. Thisequilibriumisvery
important if US companies are to increase their
presence in the market and secure additiona
export sales.

In 2001, total Mexican imports increased 22.9
percent over the same figure in 1999
Comparatively, total Mexicanimportsof consumer
goods increased 37.1 percent in the same period,
reaching US $16.7 hillion.

Any dgnificant dowdown in the US economy will
have a negative effect on the Mexican economy
and, hence, retail sales.
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SECTION II. ROAD MAP FOR MARKET ENTRY

A. SUPER STORES, SUPERMARKETS, HYPER MARKETSOR
SUPER CENTERS, CLUB AND WAREHOUSESOUTLETS

Entry Strategy

The best way to understand the Mexican market isto visit the marketplace and to talk to buyers,
retailer, distributors and other playersin order to prepare a more effective entry strategy. US
exporters must do their research in order to successfully seize market opportunities and face retall
sector challenges.

The Agricultura Trade Office of the US Embassy can provide generd market and retail sector
information, as well as assst US exporters in identifying trade contacts and developing their
marketing strategies in Mexico.

Identify and sdlect aloca saes agent/distributor to promote sales and make sure that the imported
products are available at points of sde. Maintain close contact with your representative, especidly
regarding changes in import procedures and documentation.

Participate in and/or attend Mexican trade shows as away to contact local distributors/sales
agents, buyers and businessmen, and to aso become familiarized with the loca competition.

In the case of new to market companies, be prepared to provide support for in-store and media
promotions to familiarize consumers with your products. If possible, develop product
information/promotiona pamphletsin Spanish.

Market Structure

ORTER

l

IMPORTER/
DISTRIBUTOR

P

RETAIL/SUPERMARKET
STORFS

US exporters ship their products to Mexico directly or through brokers. In Mexico, sdes
agents/distributors/importers complete the necessary paperwork at customs and then store the imported
products in their warehouses or refrigerated facilities. These distribution companies make contact with
locd retailersin order to sdl the items at retall outlets. Some of the mgor retail organizations (Wamart,
Gigante, Soriana, Casa Ley) have implemented direct purchasing for some of their departments and

ded directly with foreign suppliers. It islikely that some of the other retail chainswill adopt the same
drategy over the next five years.
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Company Profiles

Retailer Name Ownership | Net Salesin | Number L ocations Purchasing
and Outlet Type 2000 USD of Outlets | City/Region | Agent Type
Billion

Wal-Mart: Wal-Mart- 7.8 229 All mgor Direct

Megamarkets, US 51%; cities. purchasing.

hyper markets, 49% local

supermarket, clubs,

warehouses

Gigante: Loca 2.7 184 All mgor Direct

Hyper markets, cities purchasing,

warehouses & and local

supermarket distributors.

Comercid Loca 3.3 168 All mgor Importers,

Mexicana Hyper cities wholesders

markets, and direct

megamarkets, purchasing.

supermarkets and

warehouses

Soriana Loca 2.7 100 Mgor cities | Direct

Hypermarkets, in Northern purchasng.

megamarkets and and Centrd

supermarkets Mexico.

CasalLey: Hyper, Loca N.A. 95 Northern part | Direct

megamarkets and of Mexico. purchasing,

supermarkets and loca
digtributors.

Chedraui: Loca N.A. 49 Mgor cities | Importers and

Hyper, in southern wholesders.

Megamarkets and and centra

Supermarket M éxico.

Carrefour: French N.A. 17 Only mgor Importers,

Megamarkets cities wholesders
and direct
purchasing.

Source.* Mexican Stock Exchange

Other regiond retail organizations include Caimax, with 45 stores; Comercia VH (37), and Francisco
de Asis (35). HEB, the large retailer from San Antonio, Texas, currently has undertaken an expansion
program that will reach 35 new outletsin the northern part of Mexico by 2004. The company aready
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has 11 stores in Monterrey, and will open seven more (6 in Monterrey and one in Tampico) by
October, 2001.

Retall outlets are located in most mgor cities across Mexico, as well as some of the smdler cities.
Within the cities, they can be found downtown or on the outskirts of the city. There is no specific
pattern of digtribution. The principa factors driving the market are the large number of products and
services at one location, better prices, discounts, convenience of services and the new food products
consumers can find. These type of outlets carry dmost dl kinds of imported products. The quantity of
imported productsisincreasing. Severd large retailers are sarting to ingal gasoline stations within their
parking lots, with the god of attracting buyers and generating additiond income.

The customer profile is composed of clients from dl socioeconomic levels. Only in the case of
membership clubs do consumers tend to be more homogenous representetives of the wedthier levels,
including the category of foreign resdents. In order to cater to lower-income consumer groups, retailers
have developed the concept of bodegas (warehouses), which are plain outlets offering comparatively
low prices.

B. CONVENIENCE STORES, GASMARTS, KIOSKS
Entry Strategy

The enter Strategy for this segment is Smilar to that of the super stores, supermarkets and hyper
markets.

The best way to understand the Mexican market isto visit the marketplace and to talk to  buyers,
retaler, distributors and other playersin order to prepare a more effective entry Srategy. US
exporters must do their research in order to successfully seize market opportunities and face
retail sector chdlenges.

The Agricultura Trade Office of the US Embassy can provide generd market and retail sector

information, as well as assst US exportersin identifying trade contacts and developing thelr

marketing Sirategies in Mexico.

Identify and select aloca sdes agent/distributor to promote sales and presence of exporter's

products at stores.

Participate and or attend Mexican trade shows as away to contact locd distributors/sales agents,

buyers and businessmen, and to also become familiarized with local competition.

In the case of the new-to-market companies, provide support for in-store and media promotions to

familiarize consumers with your products. If possible, develop promotiond pamphletsin Spanish.

Market Structure
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US EXPORTER

|

IMPORTER/
DISTRIBUTOR

l

CONVENIENCE
OUTLET

Sdes agentg/didtributors import food products and store them in their warehouse facilities. After
agreaing to the sdesterms with their clients, they ddiver the requested products to the convenience
stores. In general, convenience stores depend more on saes agents/distributors for their products,
athough some chainslike 7-Eleven do some direct purchasing.

Company Profiles

Retailer Ownership Sales in Number of L ocations Purchasing
Nameand 2000 USD | Outlets City/Region | Agent Type
Outlet Type Million
Cadena Amoco Qil Co | NA 1,487 Large and Importers and
Comercid (US)/FEMSA medium szed | wholesders.
Oxxo, Comercio cities.
Convenient (México)
7-Eleven, NA NA 420 Mexico City, | Direct
Convenient Guadalgara, | purchasing.
Reynosa,
Monterrey
and Merida
Comextra NA NA 178 Mexico City | Importers.
(formerly 12 and medium
+12 stores), dzedcities
Convenient

The only other relevant convenience store chain is Pronto, with 11 stores.

Typicd outlets of this sector are convenience stores and, to alesser degree, gas marts. These stores are
located in mgjor and medium szed cities and usudly in middle class neighborhoods and business
digricts. One of the principa characteristics of these storesisthat they are geographically closeto a
redively large number of buyers. It is believed that thisis the fastest growing segment in the retall
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sector. These outlets typically offer awide variety of products, longer business hours and good service.
The volume of imported products is aso growing, but has great potentia for increased sdes. Typica
imported products include: snacks, candies, pet food, cookies, acoholic beverages, beer, prepared
dinners and cake mixes.

C. TRADITIONAL MARKETS-"MOM AND POP" SMALL INDEPENDENT GROCERY
STORESAND WET MARKETS

Entry Strategy

Contact local large wholesders and Centraes de Abasto which cover this market  segment.
This market segment offers better sales opportunities for products which are not rdlatively
expensive and do not need refrigeration.

Market Structure Us EXF_’ORTER

.

IMPORTER/
DISTRIBUTOR

I

WHOLIESALE
1

MOM & POP
STORES

The small volumes of imported products that reach the "abarrotes and ultramarinos,” Mexico's
equivaent to "mom and pop stores,” get there by wholesders and though their purchases a large retall
gores. Usudly, smadl grocery stores are visited on aregular schedule by wholesders who may
recommend new product lines, among which some imported products might be included. Similarly,
some grocery store retailers purchase their products at the city's centra markets (Central de Abasto).
Depending on the Size of store, product, price, the city in which the retailer islocated, type of clientele
it services, and the willingness to experiment with new products/brands, these grocery stores may
include imported itemsin their stocks.

Sub-Sector Profile
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The "abarrotes and ultramaring” outlets in Mexico are usudly very smdl in size, and only afew have
refrigerated space insde of their stores. There are at least 400,000 of these stores throughout the
country. The market forces driving these stores are proximity to buyers and the cusomers persond
relationship with the store attendant. The consumer profile is mainly composed of neighborhood
residents. The abarrotes sores will continue to serve asthe traditiond retall outlet, particularly in the
provinces, for at least severa more years.

Currently, only afew basic and inexpensive imported products are being sold through this segment.
These products include candy, acoholic beverages and some canned items. In genera, consumer ready
foods have very limited sdes potentid.

SECTION [II. COMPETITION

Loca producers are the main suppliers of consumer ready products. Mexico has ardatively strong
food processing industry which supplies most of the country's consumer ready product needs. For
example, of the top 500 companiesin the country in 2000, the largest sector is composed of food
processing companies (78), with 42 companies in the beverages group. Some of these companies
include Grupo Industrial Bimbo (bread products), Nestle (food products in generd), Herdez (food
productsin generd), Grupo Industrid Laa (dairy products), Jugos ddl Vale (caned fruit juices), Grupo
Bafar (red meats), Productos del Monte (preserves), Martin Cubero (peanuts), Grupo Mac' Ma
(cookies), and Formex-Y barra (sardines and food ingredients), among others. There are also severa
American and multinationd producersimportersin Mexico, including: Campbell’s, Bacardi, Fud,
Genera Mills, Gerber, Kellog's, Kraft Foods, Procter & Gamble, Frito Lay-Pepsico, Pilgrim's Pride,
Puring, Tyson, €tc.

Most leading Mexican brands have nationd coverage, are well postioned in the market and are
recognized by consumers. On the other hand, imported products from the United States are perceived
to be of high qudity, are widdly accepted by local consumers and have strong potentid for the near
future. However, imported products are sold mainly in leading retail chains and are usualy priced from
15 to 40 percent higher than smilar domestic products. Although the United States tends to be the
leader in supplying imported consumer-ready products to the Mexican market, the recently negotiated
European Union-Mexico free trade agreement could result in an increased number of European
consumer-ready products available in the marketplace in the near future.

SECTION IV. BEST PRODUCT PROSPECTS

A. Products Present in the Market Which have Good Sales Potential
Apples

Bread, pastry, cake, biscuits, etc.

Candies
Cheese and curds
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Chocolate and preparations containing chocolate
Fresh and frozen mesat cuts of beef and pork.
Fresh and fruit juices and concentrates

Fresh vegetables in dinner presentations
Frozen chicken parts

Frozen dinners

Frozen french fries

Frozen turkey parts

Further processed dark mesat poultry products (precooked and fully cooked)
Frozen desserts

Frozen pastries and breakfast products
Fruits, nuts and edible plant preparations
Frozen vegetables

Ice cream

Jumbo frankfurters

Kosher food

Mesquite smoked turkey bressts

Pears

Prepared foods from cered

Rzzas

Raw dark meat cuts of poultry and turkey
Sauces and preparations

Seafood

Smoked sausage

Smoked turkey

Snacks, corn chips, potato chips

Soups, broths and other smilar preparations

B. Products Not Present in Significant Quantities but Which Have Good Sales Potential

Mixed nut assortments, beer nuts
Peanuts with and without shdll
Popcorn

Wine and beer

C. Products Not Present Because They Face Significant Barriers

Frozen eggs

Raw chicken parts, dark mest
Poultry in brine

Shell fresh table eggs
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SECTION V. POST CONTACTSAND FURTHER INFORMATION

The primary misson of the US Agriculturd Trade Office (ATO) in Mexico City isto assg in the
market development and promotion of US food and agriculturd products in the Mexican market. There
are awide variety of activities and services that the ATO, dong with other private sector
representatives caled “ cooperators,” make available to help develop US agriculturd interestsin
Mexico. US companies interested in exporting their products to Mexico should contact the ATO for
information on market opportunities/'congtraints for their respective US food and agricultura products.

Organization Section Address Telephone/Fax/
I nter net
Embassy of the | US Agriculturd Jaime Bames 8-201 Tels:(011)(52)52805291,
United Statesof | Trade OfficelATO | Col. LosMoraes 52805277, 52816586
America Polanco Fax: (011)525 816093
Mexico D.F. 11510 ATOMexico@fas.usda.gov
México
NuevaWdmart | Victoria Alvarez, Av. Universidad 936-A | Tdl: (011)(52)5420-0200 X
de Mexico, Director of Imports | Mexico, D.F. 03310; 5242
SA.deC.V. México Fax. (011)(52)54200209
Aurreracom; Wamart.com
Gigante, SA. Federico Bernddo | Av. Ejercito Naciond Tel: (011)(52)52698244;
deC.V. Quiroz; Checker 769-A 8177; 8105
Karam; Jame Col. Nueva Granada Fax: (011)(52)52698381
Alverde, Mexico D.F. 11520 Http:www.telbip.com.mex
Commercia México
Directors
Operadorade Srita. AnaSanchez | Fdo. de Alvalxtixochitl | Td: (011)(52)53717212
Comercid dd Toro, Import 27 Fax: (011(52)53717574
Mexicana Purchasing Col. Obrera acsanche@mail.comerci.com.
Mexico D.F. 06800; mx
México
Seven-Eleven Lic. Francisco Av. Munich 195-B Tel: (011)(52)83721572
Mexico, SA. Mendoza, or Lic. | Col. Cuauhtemoc Fax: (011)(52)83762171
deC.V. Marta Gabriela San. Nicolasdelos
Bonilla Garza 66450,
Monterrey, N.L.;
Mexico
Cadena Sergio Estrada, Edison 1253 Norte. Tel: (011)(52)83892121
Comercid Purchasing Col. Taleres Fax: (011)(52)83337030
OXXO, SA. Director Monterrey, N.L.64480;
deC.V. Mexico
UNCLASSFIED Foreign Agricultural ServicelUSDA
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Comextra Lic. Anton Martinez | Lic. Anton Martinezor | Tel: (011)(52)5768-5050
(Formerly or Pilar Corraes Pilar Corrales X104
12+12 Fax: (011)(52)57644103
Serviplus)
Tiendas Sr. Primo Alavarez | Priv. Antonio Chedravi Tel: (011)(52)56248000 X
Chedraui, SA. or Patricio Joo Caram SN 8038
deC.V. Gonzaez, Encind Fax: (011)(52)52648000
Purchasing Xdapa, 91180 Veracruz | (phone and fax in México
Department Mexico City; ask for fax tone)
Organizacion Sr. Mario Garcia Algandro de Rodas Tel: (011)(52)83299000
Soriana, SA. 3102-A Fax: (011)(52)83299180
deC.V. Cumbres Sector 8 M garciaoriana.com.mex
Monterrey, N.L. 64610;
Mexico
CasalLey, SA. |Alvaoley, Carr. Int. Nte. Deportiva | Tel: (011)(567)591000
deC.V. Director Km. 1434 Fax: (011)(567)505010
Humaya
Culiacan, 80020
Sndoa, México
Carrefour- Srita. Katia Av. Pte. Mazarik 216-2 | Td: (011)(52)52832900
Grandes Gdlardo, Imports Coal. Polanco X2760
Superficiesde Dept. Mexico D.F. 11579 Fax:(011)(52)52832926
Mexico, SA. México katiagal lardo@carrefour.com.
deC.V. mx
Asociacion Sr. Efrén Casas Horacio 1855-6 Tel: (011)(52)55801772;
Naciond de Coal. Polanco (52)55800641
Tiendas de Mexico D.F. 11560 Fax: (011)(52)53952610
Autoservicioy México www.antad.org.mex
Departamentae
SANTAD
(Nationa
Association of
Retall and
Department
Stores)
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