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Argentina is emerging from a prolonged period of
political and economic instability. Consumers are
beginning to return to stores, and they are shopping
more online. Argentina has the fastest-growing e-
commerce market in Latin America, expanding at an
annual rate of 28%.

Many Brazilian consumers seek out foreign brands as
displays of wealth, and the upcoming Olympic Games
in Rio de Janeiro present an opportune time for foreign
brands to gain exposure in Brazil.

Chile expects to see an increase in e-commerce,
especially as smartphone sales increase in the country.

Colombian consumers love brands, and the country’s
economy is expected to continue to grow through
2017, supporting a flourishing retail market.

In Mexico, the retail sector is expanding rapidly, and
the country’s population is young, which means
consumer behavior is evolving.
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LATIN AMERICA CONSUMER OVERVIEW

EXECUTIVE SUMMARY

Latin America has an expanding and dynamic retail sector that relies on
consumers who are anxious to spend their newly gained disposable
income. In this report, we focus on Argentina, Brazil, Chile, Colombia and
Mexico, countries with a booming middle class that is both affluent and
aspirational. Despite macroeconomic difficulties spanning much of Latin
America, consumers in the region continue to demonstrate brand loyalty.
While the next few years are expected to prove economically difficult in a
number of countries in Latin America, there are still many opportunities
for retailers to gain consumer loyalty in the region, as it is home to some
of the most attractive markets in the world.

* Argentina is emerging from a prolonged period of political and
economic instability. Consumers are beginning to return to stores,
and they are shopping more online. Argentina has the fastest-
growing e-commerce market in Latin America, expanding at an
annual rate of 28%.

* Many Brazilian consumers seek out foreign brands as displays of
wealth, and the upcoming Olympic Games in Rio de Janeiro present
an opportune time for foreign brands to gain exposure in Brazil.

* Chile expects to see an increase in e-commerce, especially as
smartphone sales increase in the country.

* Colombian consumers love brands, and the country’s economy is
expected to continue to grow through 2017, supporting a flourishing
retail market.

* In Mexico, the retail sector is expanding rapidly, and the country’s
population is young, which means consumer behavior is evolving.
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Figure 1. Comparison of Economic Data: Argentina, Brazil, Chile, Colombia and Mexico 2015

Population (Mil.)

Per Capita GDP
(UsD)

GDP Growth Rate

Inflation Rate

Household
Disposable Income
(USD, 2013)

Sales Tax/VAT Rate

Import Taxes

E-Commerce
Market
(USD Bil.)

Growth Rate of the
E-Commerce
Market

Leading Brands
(2013)

o

Argentina

43.43

$22,400

0.4%

27.6%

$12,200

4%

0%—20% for
most products;
some items

in the
automobile
industry: 35%

$5.0

40.0%

YPF, Personal

Telcom, Quilmes,

Banco Macro

Brazil

206.6

$15,800

(3.5)%

10.6%

$11,665

19%

10%—35%;
shipments

by plane that
are worth
USS50—
USS$3,000: 60%

$19.8

17.3%

Natura, Renner,
Lojas
Americanas,
P3o de Agucar,
Havaianas

Chile

17.51

$23,800

2.3%

4.4%

$15,500

19%

Large engines
are taxed at 85%;
luxury jewelry:
50%; pisco: 25%;
whisky: 50%;
cognac: 40%

$2.3

17.0%

Falabella,
Sodimac, Lider,
Copec, Jumbo

Colombia

46.74
$14,000
4.6%

2.9%

N/A

0%, 5%
or 16%

Raw materials:
5%; capital and
intermediate
equipment: 10%-
15%; consumer
goods: 20%

$5.7

30.0%

Corona, Telcel,
Model, Bimbo,
Bodega Aurrer3,
Liverpool

Source: CIA World Factbook/eMarketer/Millward Brown/Banco Santander/Interbrand/Americas Society
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Mexico

121.74
$18,500
2.3%

2.7%

$13,370

16%

Standard rate:
15%; reduced
rate: 10%

$6.0

24.1%

Aguila, Poker,
Davivienda,
Une, Sura, Tigo
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ARGENTINA

Figure 2. Argentina Country Data: 2015

o
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Argentina’s GDP is expected to
shrink this year as unemployment
climbs, though Argentina sold US
S$16.5 billion in debt in hopes of an
influx of foreign investment.

Population (Mil.) 43.4
GDP (PPP, USD Bil.) $964.3
GDP: Real-Term YoY % Change 0.4%
Unemployment 7.6%
Consumer Spending: YoY % Change (0.5)%
Consumer Price Inflation 16.8%

Source: CIA World Factbook

Economy

Argentina has the second-largest economy in South America (Brazil has
the largest). The country has abundant natural resources and a well-
educated labor force. The economy is primarily service based; services
account for 72% of GDP, while industry accounts for 23% and agriculture
for 5%. In 2001, Argentina faced a severe depression, growing public and
external indebtedness, and a bank run. In the same vyear, the
government declared a default. The economy continued to struggle after
the Argentine peso was unpegged from the US dollar in early 2002; GDP
shrank by 18% from its 1998 level, and more than 60% of Argentines
were under the poverty line. Though the economy grew by an average of
8.5% until 2008, the global recession hit Argentina hard, and the nation
has seen a prolonged recession and high inflation in recent years.
Unemployment in March of 2016 was 7.6%.

In 2015, Argentina’s GDP grew by 0.4%, to USS$964.3 billion. The
country exported an estimated US$66 billion worth of goods, including
soybeans and derivatives, petroleum and gas, vehicles, corn, and
wheat. Imports, composed primarily of machinery, motor vehicles,
petroleum and natural gas, organic chemicals, and plastics, amounted
to an estimated US$61 billion.

Figure 3. Argentina: Real GDP Growth (2010-2016)

9.5%
8.4%
2.9%
0.8% 0.5% 0.4%
[ | — —
T T T T T T -_l
-0.8%
2010 2011 2012 2013 2014 2015* 2016*
*Estimated
Source: IMF
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Argentina has the fastest growing
e-commerce market in Latin America,
growing at a rate of 28% per year.

Demographics

In terms of population, Argentina is the third-largest country in South
America, behind Colombia and Brazil. Although the country’s
population of 43.4 million is still growing, it is slowing steadily as the
birthrate declines. The total fertility rate was estimated to be 2.2 in
2015, according to The World Factbook, published by the CIA. The
median age in Argentina is 31.4 years and approximately 40% of the
population is under 24 years old. The capital, Buenos Aires, has a
total of 15.8 million inhabitants, and 91.8% of the country’s
population lives in urban environments.

Consumer Summary

According to Banco Santander, Argentines’ consumption preferences
are more similar to those of Europeans than they are to those of other
Latin American consumers. Argentine consumers have particular
preferences regarding services, including home-delivery and after-sales
services. They also often prefer to repair old goods rather than purchase
new ones. Argentina applies a large import tax, so consumers generally
prefer to buy domestic products. Banco Santander describes Argentine
consumers as “rational and conservative.” The macroeconomic
conditions in the country have caused consumers to be wary and, thus,
not particularly loyal to brands.

Figure 4. Argentina: Consumption Expenditure by Product Category

as % of Total Expenditure

Food and Drink 34.0%
Transportation and Communication 13.9%
Housing 12.8%
Medical Care 8.6%
Travel and Culture 8.0%
Clothes and Shoes 7.2%
Equipment 6.8%
Miscellaneous Goods and Services 5.0%
Education 3.7%

Source: Banco Santander

Figure 5. Argentina: Total Consumer Spending (USD Bil., 2011-2016)

$177.0
$173.7
$169.5
$165.8 $166.0
$153.0
2011 2012 2013 2014 2015* 2016*
*Estimated

Source: Fung Global Retail & Tech
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Figure 6. Argentina: Per Capita Consumer Spending (USD, 2011-2016)
$177.0
$173.7
$169.5

$165.8 $166.0
$153.0 I

2011 2012 2013 2014 2015* 2016*

*Estimates
Source: Fung Global Retail & Tech

According to a report from Bl Intelligence that was released in March 2016,
Argentina is the fastest-growing e-commerce market in Latin America,
expanding at an annual rate of 28%. Half of the population’s cellphone users
are expected to have smartphones by 2017, according to eMarketer.

Figure 7. Argentina: Most Valuable Brands (USD Mil., 2015)

YPF $1,575
Telecom Personal $1,069
Quilmes $729
Banco Macro $656
Telecom Argentina $613

Source: Millward Brown
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BRAZIL

Figure 8. Brazil Country Data: 2014
Population (Mil.)
GDP (PPP, USD Bil.)
GDP: Real-Term YoY % Change

Total Consumer Spending (USD Bil.)

Consumer Price Inflation
Total Retail Sales (USD Bil.)

Retail Sales Growth

206.6
$3,166
0.1%
$1,452
6.3%
$821.9
3.7%

Sources: Instituto Brasileiro de Geografia e Estatistica/The World Bank/CIA,

The World Factbook/Deloitte

While Brazil’'s economy shrank in
2015 due to abounding political
scandals, it is expected to shrink at
a slower rate in 2016.

Economy

The Brazilian economy is the seventh largest in the world by nominal
GDP, the second largest in the Western Hemisphere and the largest in
Latin America. According to the CIA, the country’s 2015 GDP was
estimated to be USS$3.2 trillion. Services make up an estimated 71.9%
of the economy, while industry accounts for 22.2% and agriculture for
5.9%, according to the CIA. Unemployment has been rising; it was
6.6% in 2015, up from 4.84% in 2014, and the International Monetary
Fund (IMF) estimates that it will reach a peak of 8.9% by 2017.

Brazil exported an estimated US$189.1 billion worth of goods in 2015.
The country’s primary export commodities are transportation
equipment, iron ore, soybeans, footwear, coffee and automobiles.
Brazil imported an estimated US$174.2 billion worth of goods in 2015,
primarily machinery, electrical and transportation equipment,
chemical products, oil, automotive parts, and electronics.

Figure 9. Brazil: Real GDP Growth (2010-2016)

7.6%
3.9%
2.7%
1.8%
m -
-1.0%
-3.0%
2010 2011 2012 2013 2014 2015* 2016*
*Estimated
Source: IMF
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Brazil’s consumer confidence was on
the rise on January, up over two points
from the previous month, to 98.6.

Demographics

Brazil is the fifth-most-populous country in the world, with a
population of approximately 205 million. Population growth has been
slowing since 2006, when the total fertility rate fell below 2.1. The
total fertility rate has been declining since then, and stood at 1.8 in
2015. The median age in Brazil is 31.1 years and almost half the
population is under 24 years old. The majority of the population,
85.7%, lives in urban areas. S3o Paulo is the largest city, with 21
million inhabitants, while Rio de Janeiro is the second largest, with
12.9 million inhabitants.

Consumer Summary

According to Banco Santander, Brazilian consumers are highly loyal to
brands. Though often loyal to domestic brands, Brazilians buy foreign
products as displays of wealth, including technology and American
sports brands. More affluent consumers pay close attention to quality,
customer service and companies’ social commitment, including
protection of the environment and sanitary standards. The household
consumption per capita was US$3,909 in 2014, the majority of which
went toward food and housing.

Figure 10. Brazil: Consumption Expenditure by Product Category as % of Total Expenditure

Food 16.9%
Housing 29.0%
Rent 13.4%
Transportation 15.1%
Acquiring a Car 5.9%
Health 5.7%
Clothing 4.6%
Household Maintenance 3.4%
Education 3.3%
Fuel 3.2%
Leisure 1.9%
Household Appliances 1.9%
Hygiene and Personal Care 1.8%

Source: Banco Santander

In Brazil, buying a product by paying in installments is very common.
According to Banco Santander, Brazilians buy nearly everything on credit,
including real estate, household appliances and brand name clothes.
Stores often offer payment plans for purchases, allowing customers to
spread payments out over time, sometimes without interest. But Brazilian

reta

il sales are slowing and household real income is declining due to high

inflation and unemployment. According to Deloitte, the end of tax

ince

ntives for certain purchases and the high cost of credit have both

fueled the downturn in consumption.
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Figure 11. Brazil: Total Consumer Spending (USD Bil., 2013-2018)
$2,004.8
$1,849.3
$1,705.8
$1,573.4
$1,451.7
$1,337.5 I I
2013 2014 2015* 2016* 2017* 2018*

*Estimated

Source: Deloitte/Planet Retail

Figure 12. Brazil: Per Capita Consumer Spending (USD, 2013-2018)

$9,693
$8,997
$8,352
$7,753
$7,208
) $6,692
According to the Confederagdo
Nacional da Industria, Brazilian
consumer confidence in January
2016 measured 98.6, up from 96.3
the month before but nearly six
points lower than the January
2015 reading of 104.2.
2013 2014 2015* 2016* 2017* 2018*

*Estimated
Source: Deloitte/Planet Retail

According to the Confederagdo Nacional da Industria, Brazilian consumer
confidence in January 2016 measured 98.6, up from 96.3 the month before
but nearly six points lower than the January 2015 reading of 104.2.

According to TNS Infratest, when Brazilians were asked what factors they
considered when making purchase decisions, 28% responded that urgent
need was the number one factor, although discounts and promotions were
also important.
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Figure 13. Brazil: Most Valuable Retail Brands (USD Mil., 2013)

Natura $3,981
Renner $512
Casas Bahia $382
Lojas Americanas $361
Extra $319
Hering $212
Pdo de Acgucar $187
Havaianas $167
Ponto Frio $147
Magazine Luiza $136

Source: Interbrand

The beauty and personal care market in Brazil is one of the largest in the
world, valued at US$43 billion. According to McKinsey & Company, it is
also “by far” the world’s fastest-growing market; between 2010 and
2015, the market for these products and services grew at an annual rate
of 14%. Brazilians spend US$230 per capita annually on beauty and
personal care products, more than any other countries’ inhabitants in the
world, relative to GDP.

Brazil is the world’s 10th-largest retail e-commerce market and the only
Latin American country in the top 10 globally. eMarketer estimates that
there were 80 million digital shoppers in Brazil in 2015, 8 million more
than in 2014.
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< CHILE

Figure 14. Chile Country Data: 2015

Population (Mil.) 17.5
GDP (PPP, USD Bil.) $424.3
GDP: Real-Term YoY % Change 2.3%
Household Final Consumption Expenditure (USD Mil.) $119,218
Consumer Spending: YoY % Change 2.2%
Consumer Price Inflation 4.4%
Total Retail Sales (USD Mil.) $67,086
Retail Sales Growth 2.9%

Sources: Banco Santander/Cdmara de Comercio de Santiago

Chile’s m-commerce is growing rapidly
as noted by Cyber Monday in 2015;
12% of sales in Chile were made from
smartphones, as opposed to only 1%
the previous year.

Economy

The World Bank ranks Chile as a high-income economy, and it has been
one of the fastest-growing economies in Latin America over the past
decade. According to Banco Santander, Chile’s 2015 GDP was US$240
billion. The market-oriented country engages in a large amount of foreign
trade and has strong financial institutions and policies. Chile has the
strongest sovereign bond rating in South America. Exports of goods and
services account for one-third of GDP; copper alone makes up 20% of
government revenue, according to the CIA. The economy is primarily
driven by services, which make up an estimated 61.6% of the economy,
although industry remains significant, accounting for 35% of the
economy, largely due to copper extraction.

According to the CIA, Chile exported an estimated USS$61.8 billion
worth of goods in 2015. The country’s primary export commodities are
copper, fruit, fish, paper and pulp, chemicals, and wine. Chile
imported an estimated USS56 billion worth of goods in 2015, mostly
petroleum and related products, chemicals, electrical and
telecommunications equipment, industrial machinery, vehicles, and
natural gas. According to the IMF, Chile’s inflation is expected to
decline in 2016 from its 2015 peak of 4.36%.

Figure 15. Chile: Real GDP Growth (2010-2016)

4.3%
1 9% 2.3% 2.5%
. ()

5.7% 5.8% 5.5%

2010 2011 2012 2013 2014 2015%* 2016*
*Estimated
Source: IMF
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Credit is widespread in Chile, with
68% of Chileans possessing at least
one credit card.

April 2016

Demographics

Chile’s population of approximately 18 million is in the advanced
stages of development and is currently aging. The total fertility rate
in 2015 was estimated to be 1.82, according to the CIA. The median
age in Chile in 2015 was 33.7 years. Approximately 89.5% of the
population lives in urban areas, and the capital city of Santiago has
6.5 million inhabitants.

Consumer Summary

According to Banco Santander, Chilean consumers are particularly
concerned with quality, durability, technology, customer support and
availability of service. Currently, electronic goods and IT are growing
sectors in Chile; more than 50% of Chilean consumers have bought
electronic goods, including DVDs, smartphones, music equipment and
computers. While Chileans are willing to pay more for quality, according
to Banco Santander, 42% of them say price is the most important factor
when making purchase decisions. Credit is widespread in Chile, with 68%
of Chileans possessing at least one credit card. The household
consumption per capita in 2014 was US$6,712.

Figure 16. Chile: Consumption Expenditure by Product Category as % of Total
Expenditure (2013)

Foods and Nonalcoholic Beverages 18.6%
Housing, Water, Electricity, Gas and Other Fuels 13.5%
Various Goods and Services 8.6%
Education 7.9%
Culture and Leisure 6.8%
Furniture and Household Goods 6.8%
Transportation 6.4%
Healthcare 6.3%
Communications 4.9%
Clothing 4.4%

Source: Banco Santander

Figure 17. Chile: Total Consumer Spending (USD Bil., 2011-2016)

$177.0
$173.7
$169.5
$165.8 $166.0

$153.0

2011 2012 2013 2014 2015* 2016*
*Estimates

Source: Fung Global Retali & Tech
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Figure 18. Chile: Per Capita Consumer Spending (USD, 2011-2016)
$5,074
$4,970
$4,883
54,423 $4,379
] I i
2011 2012 2013 2014 2015* 2016*
*Estimated
Source: Fung Global Retail & Tech
Figure 19. Chile: Most Valuable Brands (USD Mil., 2015)
Falabella $4,709
Sodimac $3,107
According to a Nielsen survey, Chilean | ider $2,845
consumer confidence measured 87 in
the first quarter of 2015, which was Copec $2,758
up from 81 in the previous quarter. Banco de Chile $2,595
LAN Airlines $2,398
Almacenes Paris $985
Tottus $921
Jumbo $729
Provida AFP $536
Source: Millward Brown
According to a Nielsen survey, Chilean consumer confidence measured 87
in the first quarter of 2015, which was up from 81 in the previous quarter.
In the same survey, 71% of Chileans polled claimed to have changed their
shopping habits to accommodate to the economic climate. In times of
economic crisis, 51% said they had searched for more economical brands;
43% said they had avoided entertainment outside the house; 44% said
they had cut down on eating out; and 49% said they had bought fewer
clothing items.
According to a report by Camara de Comercio de Santiago, young Chileans
are very loyal to brands regardless of their socioeconomic status. And as
Chileans have become increasingly connected (80% of households claim to
have at least one smartphone), they have been buying more goods online.
On Cyber Monday in 2015, 12% of sales in Chile were made from
smartphones, as opposed to only 1% the previous year.
DEBORAH WEINSWIG, MANAGING DIRECTOR, FUNG GLOBAL RETAIL & TECHNOLOGY ‘]3

DEBORAHWEINSWIG@FUNG1937.COM US: 917.655.6790 HK: 852.6119.1779 CN: 86.186.1420.3016
Copyright © 2016 The Fung Group. All rights reserved.



FUNG GLOBAL RETAIL & TECHNOLOGY

/'\ COLOMBIA
' Figure 20. Colombia Country Data: 2015
Population (Mil.) 46.7

April 2016

Per Capita GDP (USD Bil.) $665
GDP: Real-Term YoY % Change 2.5%
Consumer Price Inflation 4.4%
Retail Sales per Capita (USD, 2012) $2,524

Source: CIA, The World Factbook/Deloitte

* Economy

Colombia has experienced sustained growth in recent years, with nearly a
decade of strong economic performance. According to the CIA,
Colombia’s estimated GDP was USS665 billion in 2015. However, the
country saw high unemployment in 2015—9.4%, up from 9.1% in 2014,

Colombia is expected to be one of the according to the CIA’s estimates.

only countries in South America that

will see GDP growth above 2% in 2016, Industry helps drive Colombia’s economy as the world’s fourth-largest

at 2.8% expected growth. exporter; the sector accounts for 36.9% of the country’s economy.
Services and agriculture make up 56.7% and 6.4% of the economy,
respectively. The CIA estimates that Colombia exported US$48.5
billion worth of goods in 2015, primarily petroleum, coal, emeralds,
coffee, nickel, cut flowers, bananas and apparel. Imports are
estimated to have totaled USS$56.1 in 2015, mostly in the form of
industrial equipment, transportation equipment, consumer goods,
chemicals, paper products, fuels and electricity.

Figure 21. Colombia: Real GDP Growth (2010-2016)

6.6%
4.9%
4.6%
4.0% 4.0%
According to Banco Santander more . 2.8%
than 70% of Colombian households say 2.5%
they are willing to pay more for a
product that offers more and better
benefits, so promotions and private
labels do not tend to sway consumers.
2010 2011 2012 2013 2014 2015* 2016*
*Estimated
Source: IMF
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* Demographics

With a population of 46.7 million, Colombia is the second-most-
populous country in South America after Brazil. The country’s
population is young; 25% of residents are aged 14 or younger. The
median age is 29.3 years. The total fertility rate is just under the
replacement rate, at 2.0. The population is still growing, but at a
slowed rate of only 1%. Just over three-fourths of Colombians live in
urban areas, and 9.8 million people live in the capital city of Bogota.

* Consumer Summary

The retail sector in the capital city of Bogotd is one of the most
sophisticated in Latin America. According to Kantar Worldpanel,
Colombian consumers are loyal to brands, and generally have
“favorite” products. According to Banco Santander more than 70% of
Colombian households say they are willing to pay more for a product
that offers more and better benefits, so promotions and private labels
do not tend to sway consumers. Though promotions are still
appreciated, they account for only 9% of purchases.

Figure 22. Colombia: Total Consumer Spending (USD Bil., 2011-2016)

$243.6
$237.0
$231.2
$205.3 $205.3 $203.6 I
2011 2012 2013 2014 2015* 2016*

*Estimated
Source: Fung Global Retail & Tech

Figure 23. Colombia: Per Capita Consumer Spending (USD, 2011-2016)

$5,074
$4,970
$4,883
$4,423 $4,379
] $4,301
2011 2012 2013 2014 2015* 2016*
*Estimates
Source: Fung Global Retail & Tech
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Figure 24. Colombia: Most Valuable Brands (USD Mil., 2015)

Aguila $3,672
Bancolombia $3,476
Poker $2,436
Banco de Bogota $2,198
Ecopetrol $2,017
Banco Popular $1,867
Banco Davivienda $1,636
Une $1,039
Sura $997

Tigo $905

Source: Millward Brown

According to eMarketer, Colombians tend to purchase electronics online
due to the high price of technology in Colombia. They also buy apparel,
beauty products and entertainment online due to cheaper prices abroad.

In 2014, final household consumption expenditure per capita in Colombia
was USS$3,014. While the country’s central bank expects the economy to
grow by 2.7% in 2016, that would be its slowest pace since 2009, and
Bloomberg suggests that consumer confidence in the country has fallen to
its lowest point in over a decade.
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MEXICO
‘ ‘Q ’ Figure 25. Mexico Country Data: 2015

Population (Mil.) 121.7

GDP (PPP, USD Bil.) $2,220
GDP: Real-Term YoY % Change 2.3%
Household Final Consumption Expenditure (USD Mil.) $733,979
Consumer Spending: YoY % Change 1.8%
Consumer Price Inflation 2.8%

Source : CIA World Factbook

Mexico’s consumers are largely
optimistic about the economic
conditions in Mexico, which after
slowed growth since 2013, the
economy is picking back up
again with an expected 2.8%
growth in 2016.

Economy

Mexico has a USS2.2 trillion economy that is largely driven by the
manufacturing sector, which has benefited from the North
American Free Trade Agreement enacted in 1994. Industry and
agriculture still account for significant portions of the economy, at
24.1% and 13.4%, respectively.

Mexico is the US’s second-largest export market and its third-largest
source of imports, according to the CIA. Mexico exported an estimated
US$430.9 billion worth of goods in 2015, primarily manufactured
goods, oil and oil products, silver, fruits and vegetables, coffee, and
cotton. In 2014, 80.2% of the country’s exports went to the US.
Mexico imported an estimated US$434.8 billion worth of goods in
2015, primarily metalworking machines, steel mill products,
agricultural machinery, electrical equipment, automobile parts for
assembly and repair, and aircraft and aircraft parts.

Figure 26. Mexico: Real GDP Growth (2010-2016)

4.1% 4.0%
2.8%
2.1% 2.3%
1.4% I

5.1%

2010 2011 2012 2013 2014 2015* 2016*
*Estimated
Source: IMF
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Mexicans tend to save a significant
portion of their money, according to
Merca2.0, with 50% of consumers
putting part of their paycheck aside
all year round.

Demographics

According to the CIA, Mexico is the second-most-populous country in
Latin America, with almost 122 million people. Population growth has
been slowing since 2008, though the total fertility rate remains above
the replacement rate, at 2.27. The median age is 27.6 years, and the
population is young overall, with 45.49% of residents aged 24 or
younger. An additional 40.55% of Mexicans are aged 25-54. The
capital, Mexico City, has 21 million inhabitants and 79.2% of the
country’s population lives in urban areas

Consumer Summary

According to Banco Santander, Mexican consumers are strongly
influenced by the opinions of friends and family, as purchasing
decisions are often made as a household. Female heads of households
are most likely to do the shopping. Promotional prices are important
to Mexican consumers, though many retailers find it difficult to
influence them because they are well aware of brand names and cost-
benefit ratios. Mexican consumers prefer one-on-one shopping
experiences that include personalized service. Household
consumption per capita in 2014 was USS5,854, with nearly half of the
total going toward food, nonalcoholic beverages and transportation.
Mexicans also tend to save a significant portion of their money,
according to Merca2.0, with 50% of consumers putting part of their
paycheck aside all year round.

Figure 27. Mexico: Mexico Household Consumption Expenditure by Product
Category as % of Total Expenditure (2014)

Food, Drinks and Tobacco 34.1%
Clothing and Footwear 4.7%
According to the LatinFocus Housing and Conservation Services, Electricity and Fuels 9.5%
Consensus Forecast, private Furnishings, Household Equipment and Routine 6.2%
. (]

consumption is expected to

Home Maintenance

grow by 3.1% in 2016, and by

an additional 3.3% in 2017. Healthcare 2.5%
Transportation Communication 18.8%
Education, Recreation and Leisure 14.0%
Personal Care 7.2%
Transfer Spending 3.0%

Source: Encuesta Nacional de Ingresos y Gastos de los Hogares-INEGI
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Figure 28. Mexico: Total Consumer Spending (USD Bil., 2013-2018)
$1,087.8
$1,025.5
$966.7
$858.7 $911.3
5807'0 I I I
2013 2014 2015 2016* 2017* 2018*

*Estimated
Source: Deloitte/Planet Retail

Mexico’s consumer confidence measure grew in the final months of 2015,
rising to 93.0 in December 2015. Consumers are more optimistic about the
economic conditions in Mexico, as unemployment and inflation remain
low. According to the LatinFocus Consensus Forecast, private consumption
is expected to grow by 3.1% in 2016, and by an additional 3.3% in 2017.

Figure 29. Mexico: Most Valuable Brands (USD Bil., 2015)

Corona $8.48
Telcel $6.17
Televisa $4.42
Modelo $3.60
Telmex $3.55
Bodega Aurrera $3.09
Cemex $3.04
Bimbo $2.80
Liverpool $2.56
Banorte $2.21

Source: Millward Brown

E-commerce sales in Mexico are expected to nearly triple between 2014
and 2019. In 2014, according to eMarketer, Mexico’s e-commerce sales
totaled US$4.38 billion, and the firm estimates they will reach US$13.3
billion by 2019.

CONCLUSION

Latin America is still an under-retailed region that provides many
opportunities for retailers, despite the macroeconomic difficulties many
countries in the region face. As Latin American consumers become more
aware of brand names, e-commerce and technology, the retail market is
likely to become one of the most alluring in the world.
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