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1 The Food and Beverage Market Entry Handbook: Mexico

This Handbook is intended to act as a reference for thosefagd producers planning for, or in the
process of entering, th&lexicanmarket. This Handbook providesep-by-step guideson enteringthe
agrifood market inMexicoincluding relevant information such amalysis of theMexican market for
different product categoriesmarket accessand market entry proceduresIP protection referrals to
professional buyersand a signposting and referral system providing useful contacts and ways to
penetrate theMexicanmarket.

1.1 How to use this handbook

Depending on your stage of market entry, company profile, and product range, differetndrss within
this handbook will be helpful to a different extent for your business strategies.

For those wishing to learn more about tiMdexicanfood and beverage market in general, sect®n
provides a general country overviegection3 provides and overview of the agiiod market; and section

4 an overview on market entryl hesdatter two sectionscontain information on: the food and beverage
market, market access procedures, customs procedures, SPS and labelling requirements, and the status
of Geographical Indicators and Intellectual Property protection. The information contaiitkith these
sectiorsis of a general nature and so may not be relevant for those in the more advanced stages of market
entry.

If you want to find out more information relevant for your product, then check out\Mfagket Snapshots

for Selected Productésection5). This content illustrates the market situation, market access procedures,
SPS requirements etc. specific for this product or product category. Thimatfon will provide more
industry specific information to consider as part of any market entry or market expansion strategies.

If you already have decided that tiexicanmarket is where you want to be, but you need some support,
then theSupportServices Directorgan point you in the right direction. Contact information for a service
provider, business facilitation support organisation, or from a business contact, could help put you in
touch with the right parties who can help you to build youatd in theMexicanmarket.
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2 Country introduction and overview

Capital
Population
Area

Officiallanguage:
Major religions:
Life expectancy:
Currency:

GDP growth:
Exports

Imports:

Main exports:

Main imports:

Labour force:
Main industries:

Political structure:
9 FederalPresidentiaRepublic (United Mexican States)
9 President as an executive and head of state and government appointing

Unemployment rate:

Household income:
Household expenditure on food and beverages:
Food and beverage market:

~

Mexico City
131 million (2018}, 10" largest in the world
1 943 950 sq. km (750 568 miles)

Cabinet; The legislature comprises The Chamber of Deputies and The §
of the Republic
Spanish
Roman Catholic (above 80%), Protestant (appt6%o)
74 years (men), 79 years (women)
Mexican Peso (MXN); EUR 1 = MXN 22.61 (November 2018)
2.0 % (207 annual change)
38.16 % of GDP (2016)
39.99 % of GDP (2016)
Vehicles (24%)lectrical machinery (19%), machinery, incl. computers (1€
mineral fuels incl. oils (5%)
Electrical machinery (20%), machinery incl. computers (16%), vehicles
mineral fuels incl. oil (8%oplastics (5%)
3.1% (201F
59.5% (2017)

1 Agriculture employs approx. 13% of the workforc9% of GDP
1 Industry: employs approx. 25% of the workfor@.6% of GDP
9 Servicesemploys approx. 60% of the workfor@41% of GDP
EUR26 553 (2017)

EUR 5 076 (2017)

EUR 172 billion (2017)

Sources: World Bank, Euromonitor International: Economies and Consg618s|MF; UN; WHO; ECB
* There is however a high level (60% approx.) of informal income.
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2.1 Country overview: Mexico at a glance

2.1.1 Past economic and political trends

f The Mexican economy has been mainly based on manufacturing and oil industry. As th&d¥ R Q &
seventhlargest producer of oil in mid 2000s, its reserves have started to decrease rapidly.

9 After a long period of postvar development, lasting from 1940s to 1970s (Mexican miracle),
Mexico faced deterioration of economic growth and went in tagis in 1980s to emerge from
recession in mid 1990s, noting a modest growth.

 Mexic)cQa D5t LJ dzY Y S S Rofthe/globalfinagckl clisié. | NB a dzf i

T 902y2YAO IOGAGAGE Ay aSEAO2 KIFa NBYFAYSR NBaa
greatest chalenges have included reducing poverty and addressing crime and related issues.

1 After over 70 years in powethe Institutional Revolutionary Party (PRIlJost the 2000
presidential election to a National Action Party (PAN) candidgt¥icente Fox.

9 Electionsof 2018 broughta new presidentand party) to power- Andrés Manuel Lépez Obrador,
who took in December 2018fter creating his own party: MORENA

TheMexican miraclga period between 1940s and 1970s, brought steady real economic growth of 3 to

4% and3% inflation annuallp LG 61 & OF dZaSR o6& 02 dhich Ndu@ed mdRyp @St 2 LJ
structural reforms, such as: transition from predominantly agricultural to manufacturing economy; direct
investment; public finance reforms; and shift framport substitution industrialisation 8) to capital

goods among others. Nonetheless, in 1980s Mexico suffered from the worst recession since the 1930s as

a result of féling oil prices, higher world interest rates, rising inflation and overvalued peso. Talyeme

the further economicdeterioration, the Mexican authorities considerably reduced public spending and
alGAYdzZ I SR SELRNI&a® aSEAO2Q48 D5t NRasS o0& 2yfé nowm
national development plan was implemented, whicalled for annual GDP growth of 6% by increasing
investment and encouraging private investors through denationalization and deregulation of the
economy. The late 1990s showed that Mexico started to emerge from its recession, noting modest
economic growth Despite the modest upward trend tiie Mexican economy in early 2000s, its GDP
plummeted in 2009, shrinking by roughly 6%, as an aftermath of global financia duisito its high

linkages with the US

Recent years have brought moderate economionghy although among the strongest in Latin America
As concluded by the latest IMF annual economic assessment, output has grown moderately while inflation

1Growth and Structure of thEconomyhttp://countrystudies.us/mexico/65.htm
2 Making the desert bloorrhttps://www.economist.com/briefing/201108/27/making-the-desertbloom



http://countrystudies.us/mexico/65.htm
https://www.economist.com/briefing/2011/08/27/making-the-desert-bloom
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has declined. This upward economic trend was mainly drivenngt exports and lately byrivate
consumption (which rose by 3.0% in 2¢L.7Furthermore, there has been solid performance from the
manufacturing sectqiwhich in effect stabilized the unemployment rate (it has remained around 3.3%).
However, it has to be noted tharound60% of all employmaris informal A tight monetary policy stance

has brought decline in core inflation (3.7%-y in September 2018) and rising energy prices caused slight
increase in headline inflation to 5.0% (September 2018). The oil trade balance has noted a further
weakening, whereas nonil has been in surplus.

The ongoing fiscal consolidation plan focuses on tax compliance and public sector borrowing requirement
(PSBR), the target for which is set at 2.5% of GDP. Due to the fiscal pmidgetaken, public debt s
recentlybeen on a downward trendeachings4% of GDP in 20%&fter increasing theb previousyears

The structural reform agenda has been also in the implementation phase; however, little progress has
been noted in relation t@ne of the main issue ithe Mexican economy: corruption, although\ational
Anti-Corruption System (NACBs been createdMexico has been attracting more and more foreign
direct investment (FDbver the yearsespecially in its manufacturing and banking seétors

Pemex, theMexican stateowned petroleum company, is the key player on the oil industry market in
aSEAO2T O2vyaidAlddziay3da 2yS KA NRHovdver atSnonopoly Baettd S RS NI
be broke as the first private company production is projecteeoerge in 2019 followinghe energy

reform andprogress in theoil exploration auctions The overall liberalization of gasoline prices was
concluded in 2017, however the Mexican authorities has adjusted the excise tax in order to ensure smooth
transitionto market pricegrom controlleddomestic prices. Moreover, the Federal Economic Competition
Commission (COFECE) has been focused enhanfpietitive practices and strengthening competition.

From a political point of view, Mexico was governed by Institutional Revolutionary Party (PRI) for over 70
years in which the country experienced both high economic progresateele) as well as recession
times,circal980s and early 1990s. Ruling?#t1 in Mexico was characterized by rather hegemonic political
attributes, with opposition parties posing little or no threat to federal governrieHbwever, in view of

the recessiorof the late 1980sthe PRI agenda slightly shifted to probusiness arafrarket measures,

3 Mexico. 2018 ARTICLE IV CONSULTAPRANSS RELEASE; STAFF REPORT; AND STAFF STATEMENT;
https://www.imf.org/en/Publications/CR/Issues/2018/11/07/Mexie2018Article-lV-ConsultatiorPressRelease
StaffReportand-StaffStatement46343

4 Euromonitor International: Economies and Consumers, 2018

5 Mexico's commitment to stable economic growth allows for expansion amid challenges
https://oxfordbusinessgroup.com/overview/standipstrongcommitmentstable-growth-hasallowedexpansion
faceseriouschallenges

8 Euromonitor International: Economies and Consumers, 2018

7 Mexico. 2018 ARTICLE IV CONSULTAPRANSS RELEASE; STAFF REPORT; AND STAFF STATEMENT;
https://www.imf.org/en/Publications/CR/Issues/2018/11/07/Mexie2018Article-lV-ConsultatiorPressRelease
StaffReportand-StaffStatement46343

8 Institutional Revolutionary Party (PRi}tp://countrystudies.us/mexico/84.htm



https://www.imf.org/en/Publications/CR/Issues/2018/11/07/Mexico-2018-Article-IV-Consultation-Press-Release-Staff-Report-and-Staff-Statement-46343
https://www.imf.org/en/Publications/CR/Issues/2018/11/07/Mexico-2018-Article-IV-Consultation-Press-Release-Staff-Report-and-Staff-Statement-46343
https://oxfordbusinessgroup.com/overview/standing-strong-commitment-stable-growth-has-allowed-expansion-face-serious-challenges
https://oxfordbusinessgroup.com/overview/standing-strong-commitment-stable-growth-has-allowed-expansion-face-serious-challenges
https://www.imf.org/en/Publications/CR/Issues/2018/11/07/Mexico-2018-Article-IV-Consultation-Press-Release-Staff-Report-and-Staff-Statement-46343
https://www.imf.org/en/Publications/CR/Issues/2018/11/07/Mexico-2018-Article-IV-Consultation-Press-Release-Staff-Report-and-Staff-Statement-46343
http://countrystudies.us/mexico/84.htm
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which effectively caused an internal rupture leading to nomination of Carlos Salinas, a Mexidéerao
economistas PRI presidential candidate. Having won the presidency in 1988usieed formass
privatization and free trade econdmpoliciesg NS & dzf Ay 3 Ay aSEAO20Q4a Sy idNE
liberal approach, the PRI ultimately lost presidential elections in 2000Nat@nal Action Party (PAN)
candidatec Vicente Fox.

More recently, éections of 2018 brought shifts tMexican politics¢ as the National Regeneration
a2@SYSyilQa ° caalidate®id! faunder Andrés Manuel Lépez Obradavon presidential
elections in a landslide, taking 53% of the vdiee new president of Mexico who took over the office in
December 2018identifies among his top prioritiesagriculture and education policies overhsuthe
revision of compensation policiesf public officials increases insocial programmesand fighting
corruptionand crime

2.1.2 Current economic situation and mid -term outl ook

Ay

T aSEAO20a S$02y2Ye KFa 6SSy LISNF2NNAYy3 LRAaAAGADS

simultaneous decline in inflation and public debt.

1 Two of the greatest challenges of Mexican economy relate to the high poverty rate, which is
limited by low soci& spending; and crime ratewhich has been identified as impactinghe
economyand increaseshe funds allocated to security measures.

1 The midterm outlook is rather optimistic, with projected upward economic growth, driven by
private consumption; as wehs further drops in inflation and public debt, which ultimately may
positively influence social and infrastructure spending.

As presented ifrigure2-1, GDRper Capita has been on slight upward trend in recent years, whereas the
real GDP growth rate has been fluctuating and is expected & 4% in 2018. In general terms, in spite
of unfavourable internal and external conditions, desruption flom recent elections anduntil recently,

dzy OSNI F AyGe NBtFGSR G2 Fdzidz2NE GNIRS NBfIFGA2YyAKAL]

to grow. While public debt has been on decline since 2016, it is still high compared to the region as a
whole,and this effectively impacts social and infrastructure spending.

91n coalition with Labour Party and Social Encounter Party.
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Figure2-1: Real GDP Growth and Per Capita GDP in Mexico: 2218
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Source: Euromonitor International: Economies and Consumers, 2018

hyS 2F aSEAO2Q& 3INXBI (S 4 hich femding 18gyf; 3Baiof thedpoplildich a2 @S NI
considered to live in poverty. The current poverty rate is notably combined with low social spending. As

a whole the money spent on initiativito address this have not produced proportionally effective rssul
nevertheless some policies to address this have turned out to be relatively successful, such as cash
transfer programmes aimed at reducing inequality.

As far as other challenges are concerned, crime rates in Mexico have been rising yearlyelffétdias
caused additional economic costs due to widened security measaineishas also hadpacts on Mexico
reputation and future foreign investment initiatives. Lastly, some experts argue that productivity of
Mexican companies as well adack of sifficient investments in education are also among the biggest
OKIFfftSyasSa 2F GRS O2dzyiNEBQa SO2y2Ye

Despite these challenges, the projections on the 4eitn outlook are rather positive provided that
implementation of the structural reforms is preserveslpported by private consumpticand exports,
growth is projected to modestly pick up (reaching 2.8% per year in 2025) and inflation to decline further.
In addition, in view of the complex external environment, macroeconomic stability and an independent
monetary policy are seen by the new administration as pillars of the Mexican economy and sustainable
economic growth. The economy is expected to benefit from the newly signed USMCA (United States

2 K} Q& | 2f RAY 3y BalkEHS 2v@ey.bl@ Gy @oWi/opinion/articles/2018)7-09/no-quick
fixesfor-mexices-slow-growingeconomy



https://www.bloomberg.com/opinion/articles/2018-07-09/no-quick-fixes-for-mexico-s-slow-growing-economy
https://www.bloomberg.com/opinion/articles/2018-07-09/no-quick-fixes-for-mexico-s-slow-growing-economy
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MexicoCanada Agreementyyhich ended uncertainty and the thae of terminating NAFTAas well as
from the EU and Mexico deaiegotiation of which was concluded in April 2018

2.1.3 Population trends

1 The mpulation of Mexico has been steadily growing, rising from 103 million in 2000 to 131
million in 2018. The pace ahe growth however has been slowing down.

1 Mexico is the highest populated Spanish speaking country in the world. The main ethnic gfoups
include mestizo (Amerindiasspanish); 62%, predominantly Amerindiaq 21%, Amerindiarg
7% and otherg 10% (mostly European).

1 The median age has oscillated around 29 years. The major demographic is females and males
aged 2554, and life expectancy amoustto 74 years (men) and 79 years (women).

Mexico has had a positive growth of population over last 70 years, especially between 1933 and 1980
when population quadrupled. However, in recent years, the pace of growth has decelerated. Mexico is
now the higlest populated Spanish countip the world with several ethnic groups: mestizo 62%,
predominantly Amerindiaig 21% Amerindiang 7% and other; 10% (mostly European).

Fertility in Mexico is 2.2 births per female and has been falling since 1980s; thisiheisled withthe
introduction of family planning and change in family vafdesHowever, the size of families differs
between metropolitan areas, where families are in general smaller, and rural areas where families are
bigger in size. The demographicustiure has been also shaped by emigration which has been significant
in Mexico for a long time.

As seen ifFigure2-2, Mexican society is rather yag, however by 2030, the number of citizens above 40
years is forecast to increase due to the ongoing ageing of the population and lower fertility rates.

111t should be noted theMexico does not collect census data on ethnicity (2012 est.).
12 Euromonitor International: Economies and Consumers, 2018



16| Page Mexicog Market Entry handbook

Figure2-2: Age Pyramid in 2017 and 2030 in Mexico
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Source: Euromonitor International: Economies and Consumers, 2018

2.2 Geography and key markets

Mexicois a federation of thirtytwo free and sovereig®ates, which ultimately form a union. Ea&tate
forms their own ConstitutionCongress and judiciary; and elects a governor for-gesx term, as well
representatives t@@ate congresses. THgates are also divided into municipalities, which are the smallest
administrative political entities. Mexico City, as set out in the Ctutiln, is the capital and seat of the
federal jurisdiction. The divisiorf 8tates is presented iRigure2-4.
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Figure2-3: Mexico by States

1 Baja California
2 Baja California Sur
3 Sonora
4 Chihuahua
5 Coahuila
6 Sinaloa
7 Durango
8 Nuevo Leodn
9 Zacatecas
10 Tamaulipas
11 Nayarit
12 Aguascalientes
13 San Luis Potosi
14 Jalisco
15Guanajuato
16 Querétaro
Source: Agra CEAS
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17 Hidalgo
18 Colima
19 Michoacan
20 Estado deviéxico
21Mexico City
22 Tlaxcala
23 Morelos
24 Puebla
25Guerrero
26 Veracruz
27 Tabasco
28 Yucatan
29 Campeche
30 Quintana Roo
31 0Oaxaca
32 Chiapas

aSEAO2Qa Liasedrrbaniz&d2with majority of urban centres located in central Mexico. Due
to the range of different climates in the country, the urbanization rate largely depends on favourable

S GKSNI YR fFyR O2yRAGAZ2YED a FiBuede Q&

B Based on World Bank data (2017.

L2 Lddzt | G A2y
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Figure2-4Y aSEAO2Q&a L2 LMz I GAzy o6& {01 G8$
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Climate in Mexico

Mexican physical geographyiery diverse, having theé"highest biodiversity in the world, with abou
mME: 2F Fff 0KS ¢2NIXI RQa alLISOASa ftAGAYy3 Ay
rainforest; however, the most significant climatic division relates to the Trd@ancer, which impact
the weather conditions on both sides. The Northern part of Mexico is relatively dry and temperate
high temperatures in summer and low ones in winter. The South, on the other hand, is much
tropical with more rainfall pres#. Furthermore, Mexico is located among three tectonic plates; a
which considerably impacts the occurrence of earthquakes, with earthquakes over 7 o
richterRichter scale generally occurring ever® ylears.

SourcePhysical Geography of Mexjddtps://study.com/academy/lesson/physica@leographyof-mexico.htmland
Geography of Mexigdttp://www.explorandomexico.com/abouinexico/7

2.2.1 Overview of urban markets

A z

aSEAO2 Q@ a SHALOG H/EAG& A& |Y2y3d Y2ad LRLMzZ I GSR OAGASE
leading economic hub. Beyond Mexico City there are several States with significant urban markets. The
overview of States and their characteristics presented inTable2-1.

Table2-1: Summary of the regionia Mexicoand related data (2017)

Aguascalientes Aguascalientes  GDP: 19 Textile, agriculture, manufacturing
Population:1 316000

Baja California Mexicali GDP: 3% Aerospace, medical devices,
Population:3 349000 automotive, electronics

Baja California Sui La Paz GDP: 1% Fishing, organic agriculture, salt
Population:718000 industry

Campeche San Francisco de GDP: 5% Mining, agriculture, fishing

Campeche Population:902 000

Chiapas Tuxtla Gutiérrez  GDP: 2% Agriculture

Population:5 229000

vt SNOSyYy i3IS 2F aSEAO2Q4 (201 f D5t HAMmN


https://study.com/academy/lesson/physical-geography-of-mexico.html
http://www.explorandomexico.com/about-mexico/7
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Chihuahua

Coahuila
Colima
Durango
Guanajuato
Guerrero
Hidalgo

Jalisco

Estado deViéxico

Mexico City

(Federal District)

Michoacan
Morelos
Nayarit
Nuevo Lebdn

Oaxaca

Puebla
Querétaro
Quintana Roo
San Luis Potosi
Sinaloa

Sonora

Chihuahua

Saltillo

Colima

Victoria de
Durango
Guanajuato
Chilpancingo de
los Bravo
Pachuca

Guadalajara

Toluca de Lerdo

Morelia
Cuernavaca
Tepic

Monterrey

GDP: 3%
Population:3 569000

GDP: 3%
Population:2 300000
GDP: 1%
Population:715000
GDP: 1%
Population:1 760000
GDP: 4%
Population:5 865000
GDP: 1%
Population:3 542000
GDP: 2%
Population:2 863000
GDP: 6%
Population:7 881000
GDP: 9%
Population:16 225000
GDP: 17%
Population:8.9 million
(216 million in the greater
metropolitan area)
GDP: 2%
Population:4 599000
GDP: 1%
Population:1 912000
GDP: 1%
Population:1 189000
GDP: 7%
Population:5 132000

Oaxaca de Juarez GDP: 2%

Puebla de
Zaragoza

Santiago de
Querétaro
Chetumal

San Luis Potosi

Culiacan

Hermosillo

Population:3 976000

GDP: 3%
Population:6 183000
GDP: 2%
Population:2 044000
GDP: 2%
Population:1 506 000
GDP: 2%
Population:2 724
GDP: 2%
Population:2 977000
GDP: 3%
Population: 2874000

Manufacturing, electronics,
automotive spare parts,
telecommunications
Automotive, textile, metallurgy

Servicesagriculture, iron mining
Services, manufacturing, mining
Manufacturing, machinery, services
Tourism, services, agriculture
Mining, manufacturing

Commerce, services, manufacturing

Machinery, electronics, automobiles,
textiles, services

Services, finance and real estate,
manufacturing, textilespaper,
automotive sectors

Services, agriculture, manufacturing,
metal industry

Manufacturing, agriculture, services,
finance

Services, agriculture

Manufacturing, services, commerce,
natural gas, transportation technology

Manufacturing, services,
transportation and communication
industries, agriculture, fishing
Services, manufacturing, commerce,

Machinery, chemical, paper
Tourism, services, manufacturing
Services, commerce, agriculture
Industrial industry, commerce,

agriculture
Manufacturing, services, commerce
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Tabasco Villahermosa GDP: 3% Agriculture, fishing, forestry
Population:2 401000

Tamaulipas Ciudad Victoria  GDP: 3% Manufacturing,commerce,
Population:3 454000 automobiles, electronics

Tlaxcala Tlaxcala GDP: 1% Tourism, commerce, financial service
Population:1 274000

Veracruz Xalapa GDP: 5% Industrial industry, fishing industry
Population:8 128000

Yucatan Mérida GDP: 1% Services, tourism, financial services
Population:2 102000

Zacatecas Zacatecas GDP: 1% Agriculture, mining

Population:1 582000
In Mexico there are 11 cities with populations above 1 million inhabitants and above 120 cities with

population oscillating between 100 000 andnlllion. The major urban centres of Mexico are depicted in
Figure2-5.

Figure2-5: Mexico and main urban centrésbove 1 million)

Ciudad Juarez

N
. Ecatepec de Morelos Ciudad Nezahualcoyotl
Gustavo Adolfo Madere
‘ Monterrey (Mexico City's borough)
v

Puebla

Tijuana

Leon de los Aldarﬁa

Guadalajara

Mexice City

Iztapalapa
(Mexico City's borough)

Source: Agra CEAS
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2.2.2 Snapshots of important markets

Details on the key urban markets in Mexico are presented below.

Mexico¢ Market Entry handbook

Mexico City

Key facts (2017):
Total GDP
RealGDP growth
Population

EUR224 billion
0.9%
21.6million (greater metropolitan area)

aSEAO2 /Ale A& GKS O2dzyiNEBQ& S Qahich affactvelkhehped the
capital to considerably increase the labour productivity level over the years. As the largest metroj
Mexico as well as in Latin America, it consists of 16 boroughs and has a population of 21.6
Moreover, Mexico City is characterized by high diversity with large percentage of various f
inhabitants.

There are over 100 industrial parks locatedhie Metropolitan Mexico City, with particular concentratig
in Cuautitlan lzcalli, Tultittan and Tepotzotlan municipalities. Moreover, the nearby free trade zon
Pantaco in the Azcapotzalco municipality provides necessary logistical and distriberiices within the
region. Benito Juarez International Airport, on the other hand, ensures easy access of cargo to
City as well as neighbouring municipalities. In terms of employment, most inhabitants have
occupation in commerce sector, folved by public and business services.

Mexico City noted a significant real GDP growth between 2011 and 2016, increasing by almost 149
SOSY &adzNlJ aaSR GKS O2dzyiNEQa LISNF2NXIYyOSo L
terms d gross valueddeda K NE> F2ff26SR o0& odzaAySaa &as
projected to slow down, noting an increase of almost 11% in the next 3 years.

lty2ald Tvm: 2F OAGeQa AyKIoAdGlFyda | Nibgagegdhp thar
in the country (65%). In terms of income inequality, Mexico Cibirly representative ofatin American
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as a whole Housing accounts for the biggest part of household budget, amounting to 21%, followed by
food and noralcoholic drifks witha shareabove 20% and transport spending (20%).

SourcesEuromonitor International: Cities, 2018lexico City (Distrito Federal)
https://www.history.com/topics/mexico/distrio-federal

Guadalajara

Key facts (207)

Total GDRcurrent prices): EUR 38 billion
Real GDP growth 1.4%
Population 1.5 million (5 million greater urban area)

Guadalajara, as the second largest metropolitan area in the county, constitutes an important urban

market due to its strong performance of manufacturing and commerce sectors. The city accommodates
a variety of businesses such as automotive, software, aeoespad electronics with internationally
known companies such as Hewlett Packard, Honda, IBM and Jabil Circuits among many more.

In recent years, Guadalajara has become considered a technology hub, reinventing the city sectors and
focusing on research ardevelopment as well as programmifigThe city has started to attract more
foreign companies, keen on establishing their facilities. Moreover, due to the increasing cosmopolitan
character of the city, it has become more appealing for investors.

The cityoffers access to many education facilities, which in effect shapes its educated and skilled
workforce. The infrastructure of Guadalajara ensures the smooth connection with other parts of the

15 How Guadalajara Reinvented Itself as a Technology Hub
Read more: https://www.smithsonianmag.com/innovation/hovguadalajaraeinventeditself-technologyhub-
180969314/#E8pYjvm76MMIcIM7.99



https://www.history.com/topics/mexico/distrito-federal
https://www.smithsonianmag.com/innovation/how-guadalajara-reinvented-itself-technology-hub-180969314/#E8pYjvm76MMlcIM7.99
https://www.smithsonianmag.com/innovation/how-guadalajara-reinvented-itself-technology-hub-180969314/#E8pYjvm76MMlcIM7.99
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country, including the capitat Mexico City. The political stdity of the State was also noticed, as
successive authorities have been focusing on economic development of the city.

In terms of population the city is quite cosmopolitan. The changes in the city in recent years haye also
created some shifts in purchaginpriorities with somehigher demand for foreign, and European,
products.

SourcesExplorando Mexico; Mexico News Daily; Euromonitor International: Economies and Consumers Annual Data
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Monterrey

Key facts (207)

Total GDRcurrent prices):
Real GDP growth
Population

EUR72 billion
1.6%
1.1 million (4 million greater urban area)

Monterey is one of the wealthiest cities in Mexico, in terms of per capita income. Moreover, it i
LISNODSA QPGSR | a
I NBF>X a2y idSNNBeQa
or biotechs. At the same time(i K S
Guadalajara.

RS@PSt 2LIYSyd KI & 3IANER ¢ yrhateBals
a2Fdol NB AyRdzaliNEBQa RSOST

Nowadays, in Monterrey there are several major internationally known companies such as Mer
BMW, Samsung, Boeing as well as Mexican ones including Cemex, Femsa and Grupo Bin

combination has created a mufiiceted industrial bse in the city. Industry is primarily focused
engineering and innovation, which also includes developing human tagleriten run by structured
entities such as the Monterrey IT Clustér In addition, there are several research organisati
predominanf & F20dzaSR 2Y
(ITESM 2NJ ¢KS aSEAOlIY LyadGAadGdzi$s

2F / 2YLISGAGA O

Inhabitants of Monterrey ar@rovidedwith modern infrastructure and plenty of different national ar

international events, which in the end is combined with the cosmopolitan character of the city.

consumers in Monterey are, generally speaking, wealthy in comparison to other parts ottty their
purchasing criteria may differ to inhabitants of Mexico City or Guadatagenrd the American influenc
also impacts consumer preferences to some extent.

i R @GgiRof y2dd EsTudics Gaipétiords dle Montef

5 also

i KS Y2 adountny. INSdedt y@ars/did tdrétléctiod af driene ih tiffe G K S

LISOA | £
2 LIYSy

cedes,
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SourcesEuromonitor International: Economies and Consumers Annual Data; ExplorandmMdexico News Daily;

6 a2y i SNNBes aSEAO2Q4 azai ! YSNAOI yAl SR
https://www.nearshoreamericas.com/monteey-mexicosbustlingcity-set-outshineguadalajara/
17 Producing prosperityhttps://www.thebusinessyear.com/mexie@016/producingprosperity/focus
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https://www.nearshoreamericas.com/monterrey-mexicos-bustling-city-set-outshine-guadalajara/
https://www.thebusinessyear.com/mexico-2016/producing-prosperity/focus
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Puebla

Key facts (2017)

Total GDRcurrent prices): EUR 14illion
Real GDP growth 1.3%
Population 1.5 million (2.5 greater metropolitan area)

Puebla, city located on southeast from Mexico City, is mostly known for its automotive indust
addition to longestablished automotive industry which goes back to 1960s when Volkswagen set|
first operations, there is alsamature sector of metahidustry, which emerged alongside the automoti
industry.

Moreover, in recent years, several museums have been opened, the famous International Museun
Baroque as well as the Museum of the Automobile, wisaiso to some extent associated with toisy
of the city*®. The historic district of colonial city offers abundance of unique architectonic qualities
buildings.

Puebla is considered as a one of the most historical cities in the country. Due to its traditional cha
the city is also know for its gastronomical traditions, which include Mexican cultural connotations

ry. In
up its

n of the

5 and

racter,
and

typical Mexican dishes.

Sources Euromonitor International: Economies and Consumers Annual Data; Financial Times; Mexico NelN¥ Daitgs

B pPuebla, Mexica the Baroque Bilbadyttps://www.ft.com/content/9baaeca44d37-11e897e413afc22d86d4



https://www.ft.com/content/9baaeca4-4d37-11e8-97e4-13afc22d86d4
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Border cities (Tijuan& Juarez)

Key facts (20173 Tijuana

Total GDRcurrent prices): EUR 18 billion
Real GDP growth 1.2%
Population 1.3 million

Key facts (20174 CiudadJuarez

Total GDRcurrent prices): EUR 10 billion
Real GDP growth -0.1%
Population 1.5 million

Both Juarez and Tijuana are located on the border with the United States, with Tijuana perching
North East and Juarez on North West.

Tijuana, once considered more as a touristic and thrilling city, has become #@ordss hub, with more
and more manufacturing companies exporting to the US. In partictlemaquiladoraprogramme has
been successful, as it has been using the potential of location, bilingual population and ing

on the

ustrial

capacity®. Moreover, the city haslso started to focus on innovation and hosts numerous forgign

companies including Cisco or IBM. Tijuana borders with the U& Sty Diego.

Ciudad Juarez and its sister city on the US cieePaso, forna bi-national community often referred as

G . R 8INLZFE Bhe geographical position predesignates Juarez to have strong business ties with
also due to several ports of entry. In the city there are manufacturing businesses connected to autg
and electrical industries as well as some comeswoffering legal services.

Sources Euromonitor International: Economies and Consumers Annual Data; Financial Times; Mexico News Daily;

1 Tijuana: from party town to tech hylttps://www.ft.com/content/elc4db023bc511e7-ac83b0lcc67cfeec
20 THE CIUDAD JUAREZL PASO BORDERPIE)XS://industrytoday.com/article/theciudadjuarezel-pasce

borderplex/

the US,
motive


https://www.ft.com/content/e1c4db02-3bc5-11e7-ac89-b01cc67cfeec
https://industrytoday.com/article/the-ciudad-juarez-el-paso-borderplex/
https://industrytoday.com/article/the-ciudad-juarez-el-paso-borderplex/
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2.2.3 Domestic production

The agricultural sector in Mexico has a lestgnding history, being also combined with Mexican culture
and lifestyle.The countryfirst achiewd a positive trade balance in the area of afgod products few
years back. Domestic production in Mexico coisgs significant volumes of maize, sugar cane, avocado,
lemons, limessorghum and wheatamong other productsThe key trading partner of Mexico in afod
sector is USA, wherthe vastmajority of Mexican products arexported, and which is also the g0
important source of agfiood imports The corresponding market snapshots (secti)rcontain more
information on domestic production for different product cgtries as well as trade in these products.
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3 Introduction to the food and beverage market and consumers

3.1 Overview of the food and beverage market and demand for imported
products

3.1.1 F&B market summary

Mexican agrood production has developed in receygars, and since 2015 Mexico has a positive- agri
food trade balance (i.e. it exports more than it imports). This is due to, among other factors, the higher
use of technology and work in the area of food safety resulting in access to more narketspite

a S E A 02 Qteadea@plishlagrifood products there are notable opportunities for imports; primarily

for higher end refined/processed products, though also amsmge primary products for which Mexico

has a large deficit (e.g. pigmeat).

3.1.2 Internatio nal trade in F&B

As noted above, while Mexico is a net exporter of-&goid products as a wholet relies on imports for
some categories. The number one overall partner for this trade is the USA, which accounts for some 65%
of agricultural imports, witttorn, soybeans and dairy being the largest three-seitors.

In terms of agrfood trade with the EU, Mexico ismaarginalnet importer, with the value of imports
increasing fairly consistently over the 2009 to 2017 period to reach EUR FEigoneG-1).

21 https://www.gob.mx/presidencia/en/articulos/mexicavorld-power-in-agrifood-production

https://www.gob.mx/cms/uploads/attachment/file/433729/Balanza_Comercial Agropecuaria y ddustrial n
oviembre 2018.pdf



https://www.gob.mx/presidencia/en/articulos/mexico-world-power-in-agri-food-production
https://www.gob.mx/cms/uploads/attachment/file/433729/Balanza_Comercial_Agropecuaria_y_Agroindustrial_noviembre_2018.pdf
https://www.gob.mx/cms/uploads/attachment/file/433729/Balanza_Comercial_Agropecuaria_y_Agroindustrial_noviembre_2018.pdf
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Figure3-1: Structure of EU agfood trade with Mexico, 2007 to 2017
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Source: European Commission: g€gnd trade statistical factsheet, European Uniphexica Based on EurostsfOMEXT data

Key EU exports to Mexico include: spirits and liqueurs (15% of exports by value); and wine, cider and
vermouth (10%). These are falled by milk powders/whey; miscellaneous seeds; and casein / other
FfodzYAYy2AREFE adzmaidl yd0Sa o0SFOK c:0d bFagReRf BINDRAISHA
include food preparations, pet food, olive oil and chedsigyre3-2).
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Figure3-2: Top EU agifood exports to Mexico in 2017

Spirits and ligueurs;

Remaining Agri-food products; 224 Mio €; 15%

745 Mio € ; 531%
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Miscellaneous seeds and hop cones;
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Food preparations, not specified; Casein, other albuminoidal
77 Mio€; 5% substances and modified starches
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Source: European Commission: ggund trade statistical factsheet, Europe&imion¢ Mexico. Based on Eurost&®tOMEXT data

3.1.3 The market for imported F&B

As noted in sectio.1.2 while Mexico is overath net exporter offood, there are sectorgor whichit
relies heavily on imports to meet its food demané®ur categories: meat; cereals; oilseeds; amel
combined category dodlairy,eggs and honey accoufur around half of agfood and seafood imports in
value term$?. While these major categories primarily reflect structural shortages of wicehgumed
products, higher end agfood products also play an increasingly important role among imports, spurred
by the growth of demographics interested in such products.

3.2 Growth Drivers and Trends

Thekey factors affecting the food and beverage market are:
1 Changes in demographic factorsthis is effectivelythree pronged. Firstly, the population of
Mexico has grown steadily over recent years, creating an increase in demafabél overall.
That said, theertility rate has fallen in recent years and is forecast to reach the replacement rate

22 nhttp://www.agr.gc.ca/eng/industrymarketsand-trade/internationalagri-food-marketintelligence/competitive
trade-analysismexico/?id=1442256317206

The vast majrity of the category dairy, eggs and honey is accounted for by dairy and eggs. Imported honey volumes
are only a small fraction of this category.



http://www.agr.gc.ca/eng/industry-markets-and-trade/international-agri-food-market-intelligence/competitive-trade-analysis-mexico/?id=1442256317206
http://www.agr.gc.ca/eng/industry-markets-and-trade/international-agri-food-market-intelligence/competitive-trade-analysis-mexico/?id=1442256317206
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of 2.1 in 2019 with a corresponding impact on population grow8gcondly, the middle class has
grown, leading to corresponding changespatterns of consumptionThirdly, the number of
single person households is increasing quickly, with corresponding impacts on consumption
patterns®,

Advances in domestic agfood production¢ as noted above, considerable efforts have been put
into increasing domestic agfood production in recent years; and subsequently the volume of
food produced in Mexico in 2017 was 12% superior to the volume produced in 2012; though the
volume of food exported has increased more quickly than that of food prodwatddast partly

due to work on food safe#).

Concerns abouthe highlevel of obesityc while a fairly recent phenomenon, obesity rates have
increased rapidly since the 1980s, and according to 2015 data from the, ™&RiDo is the
country with the secontlighest obesity rate among adults in the world (after the U8 obesity

rate among children is also believed to be very high. This has in turn led to dmnges of
attitude with regards to fooép.

Figure3-3 presents an overview of the interlinkages between drivers and trends.

23 Euromaitor international: Consumer lifestyles in Mexico, 2018
24 hitps://www.gob.mx/presidencia/en/articulos/mexicavorld-power-in-agrifood-production

25

OECD Obesity update 2017:https://www.oecd.org/els/healthsystems/ObesiyJpdate2017.pdf

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5743111/



https://www.gob.mx/presidencia/en/articulos/mexico-world-power-in-agri-food-production
https://www.oecd.org/els/health-systems/Obesity-Update-2017.pdf
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5743111/
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Figure3-3:Growth drivers and trendsthe Mexican food and beverage mkat
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Source: Agra CEAS based on European Commissieoayfactsheet; USDA GAIN repmragriculture and agri
food Canada repos, Food Valley Y 0 | & & Préggaideind Euromonitor International.

In terms of trendsthe following stand out

1 Demand br healthy food; the concerns about the high level of obesity have led to a concerted
effort to tackle it, including through the consumption of healthier foods. The Mexican
government, for their part, introduced a tax on sutmweetened beverages 2014.This effort
to tackle obesity through diet has had knock on effectsconsumerfood preferences; more
attention is being paid to the content of foods; and higher interest in food products with
functionalbenefits e.g probiotics which can assist digeséhealtH®.

1 Growing organic segmeng partially connected to the previous point, there has been more
interest in organic products. Though mainly for export, organic production in Mexico has
increased significantly in recent years. While domestic demand for organic lags production and
there is confusion over what can and cannot be certified as organic, this domestic demand is
increasing, particularly among the middle class.

I Strong and growing importance of supermarkets and convenience starssipermarkets and
convenience stores have been iorpant in Mexico for several years, and to different extents is
used by most sectors of society. However, the growth in the middle class has provided a further

26 Euromonitor international: Consumer lifestyles in Mexico, 20h8ps://www.foodvalleysociety.com/wp
content/uploads/2017/03/Trendsn-the-agrifood-sectorin-Mexico-Salvador. pdf



https://www.foodvalleysociety.com/wp-content/uploads/2017/03/Trends-in-the-agrifood-sector-in-Mexico-Salvador.pdf
https://www.foodvalleysociety.com/wp-content/uploads/2017/03/Trends-in-the-agrifood-sector-in-Mexico-Salvador.pdf
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boost to the importance of these channels. It is estimated that ¥ of consumer retail expenditure
occurs in convenience stores; and the stores are adjusting their offerings in order to fit consumer
needs at different times of the day.

Further details on consumer profilesid preferencesare presented in sectio8.3.

3.3 Consumer profiles and preferences

3.3.1 Consumer profiles

Consumergroupsin Mexicocan bedivided on the basis of incorfie

1 Affluent / high earners(5 to 10m approx.; with under 3m faidfj into the class of very wealith
This group broadly corresponds to the AB socio economic class, which has an average household
income in excess of 45 000 EUR per ybdergenerational wealth is common in this group (i.e.
wealth which spans back sevérand in some cases many generations). These consumers tend to
source food from higher end mass grocery retail and from gourmet shops, but increadswly
purchase products overseas in some cases. Exclusivity can be an important criterion in the
purchag decision. This group has shown increasing interest in organic products in recent years,
with one survey identifying that approximately 6 in 10 consumers from this group buy organic
fruit and vegetables.

1 Middle class(50m approx. / over 15mhouseholds). Midle class households are generally
considered to have an income of 13 000 to 40 000 EUR per year. The middle class is predominantly
urban based and work in formal employment, generally in skilled roles. These consumers tend to
buy food from mass grocemgtailers and convenience stores; but also from markets to some
extent. They are quite sensitive to any changescome, including through taxation, and often
will look for bargains when shopping in supermark&thile they consume some imported food
andbeverage products, this price sensitivity means their consumption can be cyclical (in periods
income falls or uncertainty, imported products will be towards to top of the items they stop
purchasing).

9 Lower purchasing powetonsumers and the poat60 mapprox). A large group which spans from
those which may be considered the emerging middle class (with an average household income of
around 8 000 EUR) to those that live in moderate poverty or lower conditions. Subsequently this
group spans the formal enhpyment sector, informal employment sector and subsistence sector.
They can be found across the country, though povisrfyarticularly prevalent in the south of the
country. One characteristic they have in common is that they are all limited in theihgsirg

27 http://www.elfinanciero.com.mx/rankings/graficague-te-explicanla-clasemediaen-mexicq
https://expansion.mx/economia/2015/10/27/qusignificaserclasemediaen-mexicq
https://www.entrepreneur.com/article/264837
https://www.informador.mx/Economia/EsMexico-1.7-de-poblacioresde-clasealta-y-59.1-de-clasebaja
201306120193.htmt
https://www.rankia.mx/blog/mejoresopinionesmexico/3187595ngres-hogarespor-nivelsocioeconomico
https://expansion.mx/midinero/2014/10/15/losricosen-mexiceacambiansu-paradigmade-lujo



http://www.elfinanciero.com.mx/rankings/graficas-que-te-explican-la-clase-media-en-mexico
https://expansion.mx/economia/2015/10/27/que-significa-ser-clase-media-en-mexico
https://www.entrepreneur.com/article/264837
https://www.informador.mx/Economia/En-Mexico-1.7-de-poblacion-es-de-clase-alta-y-59.1-de-clase-baja-20130612-0193.html
https://www.informador.mx/Economia/En-Mexico-1.7-de-poblacion-es-de-clase-alta-y-59.1-de-clase-baja-20130612-0193.html
https://www.rankia.mx/blog/mejores-opiniones-mexico/3187595-ingresos-hogares-por-nivel-socioeconomico
https://expansion.mx/mi-dinero/2014/10/15/los-ricos-en-mexico-cambian-su-paradigma-de-lujo
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power. They will tend tgurchase in street markets, wholesaterkets and convenience stores;
and subsistence farming is commaamong some parts of thgroup. Priceis a key factor in the
purchasing decision.

In addition, it is worth notingertain demographic trends and their impacts on consumer gréfups

9 Single person households and couples withathildren. As noted in sectio2.1.3 the fertility
rate in Mexico is declining. Two of the reasons for this are the increases in single person
households, and of couples without children. These two demographics therefore make potentially
interesting consumer groups. Over ¥ of households ixitde; whether composed of single
people or couples do not contain children. Furthermore, the share of households without
children has shown a consistent upward trend in recent years. Among the single person household
demographic, the 2@9 age range iparticularly important; almost 10m Mexicans in this age
range are single. Both these demographics have the attraction that they can chosgeno all
their money on themselvesunlike couples with children. They may therefore choose to purchase
luxury goducts, including gourmet food products. Consumers in the single young, single person
demographic may be interested in fast and convenient food solutions.

1 School age children over &mong families with kids, those with schee children over the age
of 8 form an interesting demographic that represents around 15% of the population of Mexico.
The current generation of this demographic has more access to information than previous
generations, and subsequently is maturing more quidRnsequentlythey @n have a notable
influence on the purchasing decision of the family; though the ultimate decision generally remains
with the parents.

3.3.2 Cultural Sensitivities and Other Considerations
3.3.2.1 Eating patterns

Traditionally, Mexicans fit work around eating, rathan viceversa; which can lead to elongated
working hours. The most important meal of the day, lunchnfidg is typically eaterearly to mid-
afternoon(i.e.sometimebetweenl1 and4/ 5pm), with a long break often taken for this me#iltypically
comprises multiple courses. A lot less importance is placed on dioeeg (n the other hand. In addition
to breakfast esayund which may be light, Mexicans often eat a second breakfastmaiching
(almuerzg?.

3.3.2.2 Spice and palate

Mexican food is genetglconsidered a fusion of indigenous and Spanish foods, with the indigenous palate
believed tobe orientated towards bitter tastes, and the Spanish subsequently introducing more sweet

28 Euromonitor intenational: Consumer lifestyles in Mexico, 20h8ps://www.entrepreneur.com/article/264837
http://cedoc.inmujeres.qd.mx/documentos _download/MHM 2016.pdf
http://mundoejecutivo.com.mx/actualidad/2017/06/29/hogaresin-hijos-alzapais

29 https://ixtapacantina.com/mexicaseating-habitsyou-didnt-know-about/ ; https://www.tripsavvy.com/meals
and-mealtimesin-mexico1588864



https://www.entrepreneur.com/article/264837
http://cedoc.inmujeres.gob.mx/documentos_download/MHM_2016.pdf
http://mundoejecutivo.com.mx/actualidad/2017/06/29/hogares-sin-hijos-alza-pais
https://ixtapacantina.com/mexican-eating-habits-you-didnt-know-about/
https://www.tripsavvy.com/meals-and-mealtimes-in-mexico-1588864
https://www.tripsavvy.com/meals-and-mealtimes-in-mexico-1588864
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and sour tastes. Indigenous ingredients remain important in riredernrday cuisine, including most
notably different types of chilg; jalapeno arguably being the most important. Among the foods
introduced by the Spanish, liménfén) stands out as a fogavhich has become key to theodernday
cuisine, with an average annuarsumption of 13 to 17kg of lime per person per year in Mexico. These
two ingredients have become key to the Mexican palate, with a preference for intense flavours, including
notably the spice/heat and bitterness brought by these ingredients. The widedusa ofsalsa- which
commonly combines these ingredients into a sauce with others including tomatoes, onions and coriander
¢ demonstrates this preference for intense flavours including spice/heat. It is estimated that over 90% of
Mexicansuse salsa witltheir food™.

3.3.2.3 Celebrations and festivals

Important celebrations and festivals with particular relevance to the food market are:

9 Christmasc the range of foods eaten at Christmas is wide and varies across the country, though
turkey is popular, as is food drdrink, which use apples as an ingredient. Gifts are also common
during this periodAs Mexicans are more likely to consume higher end products (including cured
ham, quality cheeses and wines) at Christmas, this period of the year may be considered a
strategic one for Gl products.

1 a2 i KS NQ® Mdy); during which mothers normally receive gifts, with chocolate among the
more popular onesRestaurants tend to be busy around this period and subsequently there is also
high demand for quality products frothe catering business.

{ Diade losMuertos (2" November), during which food/drink is both consumed and left at the
graves of those who have passed. Certain traditional foods sutamedes(a corndoughbased
food steamed in leaves or husks) are more otny f @ f STFGX 1 a ¢Sttt Fa (K
food/drink.

3.3.2.4 Regional differences and diverse influences

While around 99% of the population of Mexico was born in the country, it is an ethnically diverse country
with different geographical regions. In terntd ethnic diversity, in addition to those from Europe,
immigrants from the Arab world, Asia and Caribbean have joined, and often mixed with the indigenous
population. These groups have brought foods with themArab immigrants in particulag and
subsequatly influenced the cuisine. Furthermore, there are differences between regions in the foods
consumed; both due to the traditional availability of ingredients, and the impact of outside influences on
the region. With livestock farming, ranching in partasiimportant in the north of Mexico, meat (beef in
particular) and dairy are important features of the cuisine. Pork and-based dishes with spices are
important in the west, while seafood is common irastal areas.Food in the Yucatan peninsula isskbd

on traditional Mayan cuisine, often using tropical fruits, with influences from European, Arab and

30 http://latinamericanhistory.oxfordre.com/view/10.1093/acrefore/9780199366439.001.0001/acrefore
978019936643%-260; https://www.mexico.mx/es/articles/gastronomimexicanaimon-ingrediente
https://www.yucatan.com.mx/imagen/920smexicanosacompanaalimentossalsa



http://latinamericanhistory.oxfordre.com/view/10.1093/acrefore/9780199366439.001.0001/acrefore-9780199366439-e-260
http://latinamericanhistory.oxfordre.com/view/10.1093/acrefore/9780199366439.001.0001/acrefore-9780199366439-e-260
https://www.mexico.mx/es/articles/gastronomia-mexicana-limon-ingrediente
https://www.yucatan.com.mx/imagen/92-los-mexicanos-acompana-alimentos-salsa
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Caribbean cuisines; and hence is substantially different from that found further north. As an area of high
immigration, food Mexico City reflects the vaus different types of food found across the country.



38| Page Mexicog Market Entry handbook

4 Market access and entry

This section provides details on the necessary requirements for entry in to the Mexican market, outlining
existing market access restrictions and explaining procedures.stlitramary, containing the SWOT

analysis, of market access and entry is presented in seétion

4.1 Summary SWOT analysis

convenience.

Strengths Weaknesses
I Large market i High level of ag#iood production; sel
1 Welldeveloped logistical services an sufficiency in many agfood categories.
transportation infrastructure 1 Price a key purchase criterion for maagr
1 Large middle class; plus, a small but nota food commodities aimed at the mass marke
market of affluent consumers. 1 Limited knowledge of many EU afpbd
products.
1 Fragmentedistribution system
9 Strict customs procedures
1 Some challenges around IPR issues.

Opportunities Threats

1 EUMexico modernised Trade Agreemel § US is thedominant agrifood exporter to
enhancing protection of Glensuring duty Mexicg and also has a cuital impact on
free import of most EU products and some regional markets (e.g. Monterrey).
alleviating SPS barriers for fruit, vegetable § § Mexico has concluded trade agreemen
animal product imports. including FTAs, with several countries

1 Signs of interest in diversifying away from| 1 Continued aims to increase agricultu
heavy reliance on the US for imports. production and henceindirectly further

1 Opportunites areng some processe reduce the need for importqthough this
products for which either there is a shorta¢ ~ Primarily relates to staple foods outside th
in Mexico, or factors other than price a main product categories of EU exporters).
important considerations.

i Increased focuses on healthy food and

4.2 Food and beverage legislation and regulations

4.2.1 Import requirements/restrictions, customs procedures and documentation

Import requirements/restrictions
The starting point for European enterprises is to register to the Mexican Register of ImpBa€drsi de

Importadore3, handled by the Secretariat of Finance and Public Credit (SHCP). The request can be
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presented electronically or in paper form (see boedow), and presupposes the fulfiiment of some
requirements, including the Federal Taxpayers Registration.

The electronic inscription to the Mexican Importers Registign be completed by clicking here
https://www.sat.gob.mx/tramites/46063/inscribete-en-el-padron-de-importadores
(Only available in Spanish)

The inscription can alternatively be presented in paper through the form below:



https://www.sat.gob.mx/tramites/46063/inscribete-en-el-padron-de-importadores
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[ X Solicitud de Inscripcién al Padrén de Importadores yio al Padrén de
Importadores de Sectores Especificos.

Sersoo de kdmnivbacion Trizutaris

&)
FECHA EN OUE SE PRESENTA: DiA MES ANO

CLAVE DEL REQIETRD FEDERAL DE COMTRIBUYENTES

FERSOMA FISICA |:| PERSOMA MIORAL |:| | |

LLEMAR COM TINTA NEGRA O AFLL, CON BOLIGRAFD

pimex [ | cowTRowana [ | oRcamsso ouseRnsuenTAL [ EWPRESA DUE DicTAMRA [
EBTADDS FMANCIERDS
MBARILIE CIOM LINA X" 51 ES:
EMPRESA DUE INICHA
ecex [ cowmRoLsnoas [ | MaDUILADORS || OPERACIONES O8E ENCUENTR: [
EN PERICDD PRECRERATIVD

DATOS DE IDENTIFICACI0N

APELLIDD PATERND, MATERKD, HOMBRE (81 O DEMOMMNACIIN O AAZON SOCIAL

CALLE MUMERD Y0 LETRA EXTERIOR HUKERD Y0 LETRA INTERIOR
COLDNLA COOIG0 POSTAL TELEFOND
LOCALIDAD MUNICIFIC ENTIDAD FEDERATIVA

GRD O ACTRADAD PREPOKNDERANTE

B}

COMICILLY DE BODEGAS DOMDE SE MANTERDRAN LAS MERCANCIAS A IMPORTAR

CALLE Bio. A0 LETR:A EXTERIOR hez. Y0 LETRA MTERIOR ENTRE LAS CALLES DE ¥ DE
COLOKA, COMOO POSTAL TELEFONC®
LCRTAL DR MUNICIFC EMTIDAD FEDERATIA

WOMERE DEL O DE L3S SECTORES EN LOS OUE DESEA INSCREREE ¥ LA O LAS FRACCIONES ARANCELARIAS CORREEPOMDIENTES

BECTOR O EECTORES FRACCION O FRACCIONEE ARANCELARIAS

€)

DATOE DEL REPRESENTANTE LEGAL DE LA EMPREEA

APELLIDD PATERND, MATERKD, HOMBRE|E)] CLAVE DEL REGSETAD FEDERAL DE
CONMTRELNWENTES

DECLAAC BASD FROTESTA DE DECH VERDAD OUE LOS DATOS ASENTADOS 50K REALES ¥ EXACTOS

FIRMA DEL COMTRIEUYENTE O REFREEEMTANTE LEGAL |

IMFORTANTE

INETRUCCIONES GENERALES EN EL REVERSD DE ESTA SOLICITUD.

EETE FORMATCY DEBE ESTAR TOTALMENTE REQUISITADD, COM FIRMA AUTOOARAFA ¥ EE PRESENTA POR DUPLICADO.

ArVerso
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Apart from theimport licence Pedimento de Importacionwhich is a starting point for the customs
procedure, several other documents are needed to clear shiprmténisigh customsas laid down in the
Custom Law

1 Commercial invoice or equivalent document (in Spanish);

1 Bill of Landing;

9 Sanitary or Phytosanitary Certificates for plant and animal products, as well as processed products
(human health);

Compliance with ndariff restrictions document;
Certificate of Origin;
Land or Air Shipment Guide;

=A =4 =4 =

Documents demonstratinguarantee of payment of duties and additional duties for undervalued
goods, if applicable;

1 Documents demonstrating compliance with Mexican product safety and performance
regulations, if applicable.

A detailed list of the needed documentatioto import into Mexico can be found here:
http://omawww.sat.gob.mx/aduanas/importando_exportando/guia_importacion/Paginas/docum
entos_que deben_presentarse en_importacion.aspx

In order to avoid problems during the border entry and inspection processhifidy recommended to
work with a qualified Mexican customs brokemwho is accredited by the Mexican Internal Tax Registry
(HACIENDA y Crédito Publico

4.2.2 Food safety and other food certification requirements

The Federal Law of Metrology and Normalisatituey( Federal sobre Metrologia y Normalizakion
establishes, among others, the key requirements for products, raw materials, labelling, testing, packaging,
facilities, as well as safeand hygiene. Under Federal Law of Metrology and Normalisation, the Ministry
of Health Gecretaria de Saludr SALUD) is responsible for establishing regulations on human health,
while the Ministry of Agriculture (Secretaria de Agricultyr®esarrolloRural, orSADERthrough its
department of SENASIC/efvicio Nacional de Sanidad, Inocuidad y Calidad Agroalimgnisria
responsible for legislating on animal and plant health issues.

With regards to food safety, key rules are published, under the nafridexican Official Standards
(Normas Oficiales Mexicanasor NOMs Ay (GKS 2FFAOALE 22dz2NyYyIf d aSEA
(Secretaria dé&economiais responsible for the overall management of standards, including food safety

3IReglamento de la Ley Aduaner&itulo Primero, Generalidades
http://www.dof.gob.mx/nota_ddalle.php?codigo=5389356&fecha=20/04/2015



http://omawww.sat.gob.mx/aduanas/importando_exportando/guia_importacion/Paginas/documentos_que_deben_presentarse_en_importacion.aspx
http://omawww.sat.gob.mx/aduanas/importando_exportando/guia_importacion/Paginas/documentos_que_deben_presentarse_en_importacion.aspx
https://www.gob.mx/cms/uploads/attachment/file/107522/LEYFEDERALSOBREMETROLOGIAYNORMALIZACION.pdf
http://www.dof.gob.mx/nota_detalle.php?codigo=5389356&fecha=20/04/2015
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standards, through its Genal Department of Standard®ireccion General de Normas, or DANOMs
are coded by subject and aseheduled forevison every five years.

Imported products must comply with the relevant NOMs. In this regard, importers are required to hold a
NOM cerificate or authorisation issued by the competent agency or an accredited certification body, in
accordance with Article 53 of Federal Law on Metrology and Standardisation.

Imported food and beverages must comply wilDM-120-SSA11994 on hygienic and sanitar
practices processed food and beverages, including alcoholic beveRrgesi¢as de higiene y sanid
para el proceso de aliemtos, bebidas no alcohdlicas y alcohdlicas

This piece oflegislation indicategequirementsfor processing, manufacture, mixing, conditionir
packaging, preservation, storage, distribution, handling and transport of food and beverages, as
their raw materials and additives, in order to reduce the health risksonsumers.

Hygienic and satdiry requirementsnclude provisions for

f

1
1
1

aSEAD2¢40 bha

raw materials, manufacturingnd transportconditions

workers coming to direct contact with food;

physical installations which are likely to help contaminate food, including sanitary installa
pest control,cleaning and disinfection.

Additional key regulations applicable to imported food and agricultural product are outlined below.

1

TheGeneral Health LavwlLey Generatle Salujl foresees the possibility to require prior import
authorisation based on health risks. In such a case, the importer is requested to show all the
required documentation demonstrating compliance with the Mexican General Health Law,
including a heah certificate issued by competent authorities in the country of origin. The Ministry
of Health may also randomly inspect imported goods to ensure compliance with Mexican
standards.

TheAnimal HealthLaw(Ley de Sanidad AnimalllowsSADERb establish a list of substances or
products whose use or consumption by animals is prohibited, as well as establishing maximum
levels of contaminantsZoosanitary standards témport animal products are listed inthe
ZoosanitaryRequirementsModule (Modulo de consulta de requisitos para la importacion de
mercancias zoosanitaripgEstablishments must be authorised for expto Mexico,and as part

of this procesdoreign production sites must be checked by Mexican Officials before they are
authorised to export. The system for this is being somewhat simplified under the updated EU
Mexico trade agreemer(see sectiorb.12.4for more information orboth these systems)

The Plant Health Law(Ley de Sanida®egeta) authorisesSADERo require phytosanitary
certificates for imports likely to host diseases or pests. Phytosanitary requirements to import
plant, fruit, and vegetable products are available online through the Phytosanitary Requirements
Module (Modulo de consulta de requisitos fitosanitarios para la importacion de mercancia de



https://www.gob.mx/cms/uploads/attachment/file/7504/nom-120-ssa1-1994.pdf
http://www.salud.gob.mx/unidades/cdi/legis/lgs/LEY_GENERAL_DE_SALUD.pdf
http://www.diputados.gob.mx/LeyesBiblio/pdf/LFSA_160218.pdf
https://sistemasssl.senasica.gob.mx/mcrz/moduloConsulta.jsf
https://sistemasssl.senasica.gob.mx/mcrz/moduloConsulta.jsf
http://www.diputados.gob.mx/LeyesBiblio/pdf/117_261217.pdf
https://sistemasssl.senasica.gob.mx/mcrfi/
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origen vegetdP2 There areinspectionrequirements forproduction sites ofruit and vegetable
imports, under these producers are annually inspected by Mexican offigtlorigin (pre
clearance)and after three years of checks without any incident they are shortlisted. This process
is being simplified under the updated EMexico trade agreementwith the eliminationof pre-
clearance In addition to the plant health law, there are NOMs relatingthe presence of
pesticides (NOM 232) amdaximum residue levels (NONBD).

1 Agreement on the use of additives and @ajuvants in food (recently updated by this
agreemenj. This lists additives, the food categories they can be used for and the maximum
amounts.

1 Agreement establishing the classification of goods which are subject to regulatgnthe
Ministry of the Environment and Natural Resourcéavailable herg This piece of legislation
identifies a small number of certain, generally very specific goods identifieddinyit8HS code
which are subject to regulation by the ministry Bfivironment and Natural Resourcds is
therefore not relevant nor to agffiood products as a whole, neither to product categories as a
whole. Once the &ligit HS code under which goods will be imported to Mexico is known, this
piece of legislation or the EU Market Access Database can be checked.

1 Law on organic food§_ey de productos organicpahich is only relevant if organic products are
being imported into MexicoCurrently, an equivalence agreement for organic products is being
negotiated.

4.2.3 Labelling Requirements

All food and beverage products imported into Mexico must follow the labelling rules laid down in:

1 Norma Oficial Mexicana 051 (NO®BB1-SCFI/SSA2010): Especificaciones Generales de
Etiguetado Para Alimentos y Bebidas no AlcohdlicasnRasados: Informaciéon Comercial y
Sanitarig concerning packaged food and neadcoholic beverage labelling

1 Norma Oficial Mexicana 142 (NOWM2-SSA1/SCFI014):Bebidas alcohdlicas. Especificaciones
sanitarias. Etiquetado sanitario y comerc@ncernirg alcoholic beverages labelling

Furthermore, pecific labelling requirements are available for some products, such as meat-SOM
2001995, NOM0O34-SSA11993, and NOM.22-SSA11994), as well as milk and dairy products (NOM
243 SSA12010). More detailsare outlined in sectionS.12, 5.3and5.9.

Table4-1: Main labelling requirements for food deverages (including alcohols), under NOB4 and NOML42

Regulation Labelling language Main labelling requirements

Norma Spanish Information in Endlis w Product name and description
Oficial P ' g ® Brand Name

the label, but 2 ° ) o
Mexicana Y @Ppearon e label, bu 9ELR NI SNDA yIYS FyR FRR

32 USDA Gain Report: Food and Agricultural Import Regulations and Standards Mexico 2013,
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20import%20Regulation
s%20and%20Standards%20Mexico%202013 Mexico%20ATO_MeXse?014.pdf



https://sistemasssl.senasica.gob.mx/mcrfi/
http://www.dof.gob.mx/nota_detalle.php?codigo=5437267&fecha=16/05/2016
http://www.dof.gob.mx/nota_detalle.php?codigo=5437267&fecha=16/05/2016
https://www.gob.mx/cms/uploads/attachment/file/23118/A782.pdf
http://dof.gob.mx/nota_detalle.php?codigo=5137625&fecha=01/04/2010
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20Mexico%202013_Mexico%20ATO_Mexico_1-23-2014.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural%20Import%20Regulations%20and%20Standards%20Mexico%202013_Mexico%20ATO_Mexico_1-23-2014.pdf
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Regulation Labelling language Main labelling requirements

051 the relevant information must W
Packaged be in Spanish.
food and

non-

alcoholic

beverages

labelling

EEEBEEE

il

Country of origin (e.ddecho en.; Producto de..;
Fabricado en.. etc.)

IY LJ2 NIn&réJaddress and taxation number
Manufacturer information

List of Ingredients

Net Content/Drained Mass

Batch Number

Expiration Date

Nutritional Information

Requirements set out in NOEb1

Alcoholic beverages containing alcohol of 286%by
volume are required to displaya) (b)

Norma l

Oficial
Mexicana
142
Alcoholic
beverages
labelling

Spanish Information in Englis
mayappear on the label, but
the relevant information must
be in Spanish. q

¢ KS &0 Iefid®usdef &l comsumo de este
producto es nogd paralasaluéi o 6 dza S A
consumption of this product is harmful to your healt
The label must be easily legible, in contrasting colol
and capital letters

Alcohol content. Percentage of volume of alcohol at
20°C using the following abbreviati®irto Alc. Vol.; %
Alc Vol; % alc. vol.; % alc vol.
C2N) . N} yRez GKS
GKS adalrasSySyidz
grapes), which must be true.

62 NR &
amnmx: RS

Note (a). regarding products sold imultiple package the informationcontained in NOMD51 must be located on
the package, except for the batch number and the expiration date which must appear on each product. The package

Ydzald Ay OfdzRS GKS adldSySyd

ab2

SRl dSal R2

LJI

NJ

adz gSyi

Note (b):in accordance with Norma Oficial Mexicana 199, or NBI-SCFR017, if the common or scientific name
of the raw material is used as commercial information on the main display surface, the alcoholic beverage will be

three timessmallerthan thesize of the denomination.

Sources:

NOM-051, http://www.dof.gob.mx/nota_detalle.php?codigo=5137518&fecha=05/04/2010

NOM-142, http://dof.gob.mx/nota_detalle.php?codigo=5386313&fecha=23/03/201

Organic Labelling

Organic products are subject to general labelling requirements (N
051 and NOML42), as well as to the rules and requirements
organic agriculture certification which were introduced in 2(
0 Acuerdo por el que se da a conocer el distintivo nacional d
productos organicos y se establecen las reglas generales para ¢
en el etiquetado de los productos certificados como Yrgé0) 2T ke
official organic seal, which is illustrated on the left, can be bare
products that fulfil the requirements laid down in the Organic Prody
Law (ey de Productos Orgango



http://www.dof.gob.mx/nota_detalle.php?codigo=5137518&fecha=05/04/2010
http://dof.gob.mx/nota_detalle.php?codigo=5386313&fecha=23/03/201
http://www.diputados.gob.mx/LeyesBiblio/pdf/LPO.pdf
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Note: the logo indicatedboveis that of SAGAPRPA, the predecessor to SADER (the change of
name occurred following the December 2018 assumption of office of the new government). T}
may therefore change in the future.

Labelling guidénes for organic products can be found at:
http://www.dof.gob.mx/nota_detalle.php?codigo=5319617&fecha=25/10/2013

4.2.4 Protection of intellectual property rights and Gls

Mexico follows the existing international frameworks on the matter of IPR issues, and has ratified a
number of international treaties, including the TRIPS agreement, the World Intellectual Property
Organization (WIPQO) Copyright Treaty (2004), the Patenp&ation Treatythe Lisbon Agreemerfor

the protection of appellations of origjand the Paris Convention for the Protection of Industrial Property
(1967).

Intellectual Property Rights in Mexico are governed by the Industrial Propertylleawdé la Propiedad
Industria) and the Federal Copyright Lale( Federal del Derecho de A)tavhose implementatioris
handled by various bodies, as reported in secdahs

In Mexico, IPR violations are fairly widespréadhe broader contextresulting in significant losses to
companies. The Mexican government has encountered difficulties with the IPR enforcement due to some
legislative gaps, lack of coordination between federal, state, and municipal authorities, as well as a
prevalent accemnce of piracy and counterfeiting.

In order to protect your IPR, it is hence important to register and enforce your rights in Mexico, under
local laws. In this regard, companies are recommended to seek advice from local attorneys or consultants
who areexperts in Mexican IPR I&&vthe Latin America IPR SME Helpdesk also provides support to SMEs
in matters of IPR (see box below).

33US Export.gov: Moo - Protecting Intellectual Propertyhttps://www.export.gov/article?id=MexiceProtecting
IntellectuatProperty



http://www.dof.gob.mx/nota_detalle.php?codigo=5319617&fecha=25/10/2013
http://www.diputados.gob.mx/LeyesBiblio/pdf/50_180518.pdf
http://www.diputados.gob.mx/LeyesBiblio/pdf/50_180518.pdf
http://www.diputados.gob.mx/LeyesBiblio/pdf/122_150618.pdf
https://www.export.gov/article?id=Mexico-Protecting-Intellectual-Property
https://www.export.gov/article?id=Mexico-Protecting-Intellectual-Property
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The IPR SME Helpdesk for Latin America provides a servic
OFff SR d&! &1 2 dzNdeSdlshi®dtidn. 1)l ]
Email:helpline@latinamericapr-helpdesk.eu

Tel: +34 96 590 9684

Online form:http://www.latinamerica-ipr-
helpdesk.eu/fr/user/login?destination=node/add/helpline

question
Hﬁgls'\l\lﬂEAll'Y'egp%Lcs:b /| KSO1 lta2 Ltw {a9 | SfLRSa

http://www.latinamerica-ipr-helpdesk.eu/fr/fags

SMEs are also encouraged to work together with trade associations and organisations with the aim of
protecting and stop counterfeiting. Key international orgaitiens in the IPR field are set out below:
1 European Chambers of Commerce in Mexico

European Communities Trade Mark Association (ECTA)
International Intellectual Property Alliance (IIPA)
International Trademark Association (INTA)
International Anti-Counterfeiting Coalition (IACC)

=A =4 =4 =

The modernised EMexico Trade Agreement improves the protection in Mexico of intellectual property
owned by EU companies. This includes making it illegal in Mexico to sell counterfeit food and beverages
from specifiaegions in the EU, such as Champagne, Parma ham and Balsamic Vinegar from Modena (see
below)*.

aSEAO02Q4 DS23INILKAOIE LYRAOFGAZY oO6DLUO LINRGSOUAZY
Mexico distinguishes between Geographical Indications (Gls) and Designations of Origin (DO). However,
unlike EU regulation for Gls, in Mexico the establishment of Gls is not linked to any Agricultural or Food
agency. The Ministry of Economy is the body in charge of establishing the regulatory norms that define
the provisions once Gls are granted. Furthereyavhile EU regulations provisions separate appellations

of origin for foodstuffs and agricultural products and for wines and spirits, Mexico offers only one category

for all kinds of product®. Currently, 16 Mexican product@gricultural and nofagriculural) are

registered as Designation of Origin, including Tequila and Mezcal; the Industrial Property Law provides for
the protection of these products in the domestic and international markets

34 EUMexico Trade AgreemenEactsheethttp://trade.ec.europa.eu/doclib/docs/2018/april/tradoc_156755.pdf
35 Geographical Indications in Mexico, a comparative assessiartt!l,
https://medium.com/inteliprix/geographicaindicationsin-mexicea-comparativeassessmenpart-ii-
9fd4873db3e8

%  Denominaciones de Origen e Indicaciones Geogréaficagtps://www.gob.mx/impi/accionesy-
programas/serviciogjue-ofrece-el-impi-marcasdenominacionesie-origen-e-indicagonesgeograficas



mailto:helpline@latinamerica-ipr-helpdesk.eu
http://www.latinamerica-ipr-helpdesk.eu/fr/user/login?destination=node/add/helpline-question
http://www.latinamerica-ipr-helpdesk.eu/fr/user/login?destination=node/add/helpline-question
http://www.latinamerica-ipr-helpdesk.eu/fr/user/login?destination=node/add/helpline-question
http://www.latinamerica-ipr-helpdesk.eu/fr/faqs
http://trade.ec.europa.eu/doclib/docs/2018/april/tradoc_156755.pdf
https://medium.com/inteliprix/geographical-indications-in-mexico-a-comparative-assessment-part-ii-9fd4873db3e8
https://medium.com/inteliprix/geographical-indications-in-mexico-a-comparative-assessment-part-ii-9fd4873db3e8
https://www.gob.mx/impi/acciones-y-programas/servicios-que-ofrece-el-impi-marcas-denominaciones-de-origen-e-indicaciones-geograficas
https://www.gob.mx/impi/acciones-y-programas/servicios-que-ofrece-el-impi-marcas-denominaciones-de-origen-e-indicaciones-geograficas
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The1997 Spirits Agreemetitrecognises and providgsotection to 279 dzNRB LISy | YA 2y Q&
beverages¥, and once the modernised Trade Agreement will enter into foB#) more European
agricultural productg145 wine + 195 food pragtts) will be recognisedand protectedas Gls (see box
below; further details are provided in sectioh3.2.]). A detailed list of European products which are
registered or set to be registered as Gls under the modernisell&ito Trade Agreement can be found

in section9. The expectation is that this list of Gls protected under the modernisetM&xico Trade
Agreement will be periodicallypdated, hence providing the opportunity for new Gls to seek protection.
Finally Mexico is also one of Z8gnatofesto the LisborSystem; appellations of origin registered by other

signatories under this system are therefore protected in MeXico

TheProtection of Gls under the modernised BMexico Trade Agreement
With regard to the 340 products which are set to be registered in Mexico as Gl er on
Intelledual Property RightéArticle 8) of the modernised EMexico Trade Agreement provides that
& ¢ Kedgraphical indicationso X 8 =~ arétécted againg
a) any direct or indirectommercial use of a protected name

- for comparable products not compliant withe product specification of the protectg
name, or

- in so far as such use exploits the reputation of a geographical indication;

b) any misuse, imitation or evocatioreven if the true origin of the product is indicated or if
protected name istranslated NJ | 002 YL} YyASR o6& |y SELINBA
W a LINBRAzOSR Ay QX WAYAGFOA2Y QX WFE | @2 da2
as an ingredient;

c) any otherfalse or misleading indication as to the provenance, origimgture or essential
gualities of the product on the inner or outer packaging, advertising material or docum
relating to the product concerned, and the packing of the product in a container liable to ¢
a false impression as to its origin, incluglimshen those products are used as an ingredient

d) any otherpractice liable to mislead the consumer as to the true ori@rf 1 K S LINZE

4.2.5 Relevant authorities for IPR and Gl protection

\ Competent Authorities for IPR and Gl protection

37 Agreement between the European Community and the United Mexican States on the mutual recognition and

protection of designations for spirit drinks:
https://eur-lex.europa.eu/resource.html?uri=cellar:30da3b6880kb-4c8£8822
4e0c3cda302¢.0004.02/DOC_2&format=PDF

38The original list contained 222 spirits but has subsequently been updated and currently contains 217 spirits. A

further update process for this list is currently ongoing.

39EU MS signatorieare : Bulgaria, Czech Republic, France, Hungary, Italy, Poanig&lovakia. Appellations from

these EU MS protected under this system can be found tetes://www.wipo.int/ipdl/en/lisb on/lisborrmap.jsp
and more information on the Lisbon system henéps://www.wipo.int/lisbon/en/

DL ¢


http://trade.ec.europa.eu/doclib/docs/2016/december/tradoc_155173.pdf
http://trade.ec.europa.eu/doclib/docs/2016/december/tradoc_155173.pdf
https://eur-lex.europa.eu/resource.html?uri=cellar:30da3b97-660b-4c8f-8822-4e0c3cda302c.0004.02/DOC_2&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:30da3b97-660b-4c8f-8822-4e0c3cda302c.0004.02/DOC_2&format=PDF
https://www.wipo.int/ipdl/en/lisbon/lisbon-map.jsp
https://www.wipo.int/lisbon/en/
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IMPI - Instituto Mexicano de la Propiedad IndustriMexican Institute of Industrial Property)
Director General: Mr. Miguel Angel Margain

Address: Periférico Sur 3106, Jardines del Pedregal, Ciudad de N&ERic61900

Tel: +52 (55) 5624 0401/04
Emailsbuzon@impi.gob.mxmmargain@impi.gob.mxmvillelag@impi.gob.mx
Website:https://www .gob.mx/impi

INDAUTORInstituto Nacional del Derecho de AutgNational Institute of Copyright)
Director General: Sr. Manuel Guerra Zamarro

Address: Puebla No. 143, Col. Roma, Del. Cuauhtémoc, 06700 México, D.F.
Tel: +52 (55) 3601 8270

Email:mguerra@sep.gob.mx

Website:http://www.indautor.gob.mx/

4.3 International trade

4.3.1 Mexico and foreign trade

The Ministry of EconomySécretaria de Econonyigs in charge ofexican international trade relations.

Through the involvement in multilateral organisms and trade agreements, the Ministry of Economy
LINAYEFNAREE FAY&a G 0622a80Ay3 aSEAO02Q8 SO02y2YAO0 3ANRG
the United States sian export market is another strong motivation for seeking trade agreements with

third countrieg®.

aSEAO02Q48 AYGSNYyLFdAz2ylf GNI RS

2 A0K NBIFNR (2 AYGSNyYylFGA2ylt GNXrRSsT aSEAOZ2

1 Negotiating new trade and investm& agreementf¥ Ay 2NRSNJ (42 R
international trade and consolidate its role as a leading exporting country as well as inves
destination.

1 Properly managing the concluded trade and investment agreeménts (0 2 & dzLJLJ7
economicgrowth.

f 58FSyRAY3I aSEAO2Q4 GNIRS Ay(iSNBaida | oNRI I

I Representing Mexico in multilateral and regional organisms and forytesmonitor the fulfilment
of international trade policy commitmertts

Mexico is an active member in multilateral and regional organisms and forums such as the World Trade
Organization (WTO), th€omprehensive and ProgressiVeansPacific PartnershipQFPP), the Asia

0/ w{ wSLR2NIY aSEAO2 QHhaitpst/MBofy/sgoNd/RERIDTENBIS Y Sy i & =
41 Gobierno de Mexico: Comercio Exteribttps://www.gob.mx/se/acciones/-programas/comercieexterior



mailto:buzon@impi.gob.mx
mailto:mmargain@impi.gob.mx
mailto:mvillelag@impi.gob.mx
https://www.gob.mx/impi
mailto:mguerra@sep.gob.mx
http://www.indautor.gob.mx/
https://fas.org/sgp/crs/row/R40784.pdf
https://www.gob.mx/se/acciones-y-programas/comercio-exterior
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Pacific Economic Cooperation (APEC), the OrganizatioBcfumomic Cooperation and Development
(OECD}he Pacific Alliancand the Latin American Integration Association (LAIA).

On top of that, Mexico is one of Latin American countries with the largest number of trade agreements
(see sectiont.3.2). So far, the country has concluded:
1 12 Free Trade Agreements (FTAs) with 46 countries;

1 9 Economic Complementation/Partial Scope Trade Agreements (within the LAIA framework);
1 32 agrements on reciprocal promotion and protection of investments with 33 courffries

As a WTO Member, Mexico grants MFN treatment to all its trading partners, includingVi@n
Members. Nonetheless, between 2009 and 2013, Mexico lowered tariffs on a wide @ngoods,
including food products, while simplifying customs procedures and reducing import costs. Such measures
include the elimination of stringent import requirements as well as the creation of a single window for
trade in 2012.

The country promote its exports through different types of programmes, in particular the Programme
for Industry, Manufacturing, Maquila and Export Services (IMMEX).

In Mexico, agricultural products accounted for 7.9% of total exports, and 7.2% of total imports irA2016.
indicated in sectio.1.2the United Statess theleading importers of agifiood products to Mexico, while
most agrifood exports are intended for the US and ldrkets?.

4.3.2 Key trade agreements, present and future

As already indicated in sectigh3.1, Mexico is part of severahultilateral and regional organisms and
forums. On top of that, Mexico has concluded several Economic Complementation and Partial Scope
Agreements, as well as Free deaAgreements, as illustrated Figure4-1.

Mexico has entered into FTAs with several countries:
1 Americas Central America (Costa Rica, ElI Salvador, Honduras, Nicaragua, Pdraaifa),
Alliance Chile, ColombigPeru) NAFT# (Canada, United States), Panama, Uruguay;
1 Asia Israel, Japan;
Europe EFTA (Iceland, Liechtenstein, Norway, and Switzerland), Eurdpgon.
1 AsiaAmericas CPTPP (Australia, Brunei Darussalam, Canada, Chile, Japan, Malaysia, New
Zealand, Peru, Singapore and Vietnam)

=

42 Comercio Exterior / Paises con Tratadoscyetdos firmados con Méxichitps://www.gob.mx/se/accionesy-
programas/comercigexterior-paisescontratadosy-acuerdosfirmados-conrmexico

SBWTO: Mexico Trade Profile,

https://www.wto.org/english/res e/statis_e/daily update e/trade profiles/MX _e.pdf

4The USMCA was signed in Novem®@l18 to supersede NAFTA, but has not yet entered into force as it is awaiting
ratification.



https://www.gob.mx/se/acciones-y-programas/comercio-exterior-paises-con-tratados-y-acuerdos-firmados-con-mexico
https://www.gob.mx/se/acciones-y-programas/comercio-exterior-paises-con-tratados-y-acuerdos-firmados-con-mexico
https://www.wto.org/english/res_e/statis_e/daily_update_e/trade_profiles/MX_e.pdf
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As showed irFigure4-1, further Economic Complementation and Partial Scope Agreements have been
concluded with Ecuador and Bolivia, as well as with several other countries, within the framework of the
LAIA:

1 MERCOSURrgentina, Brazil, Uruguay, Paraguay).

Figure-ly aSEAO2Q& C¢! a YR 9/ gt{c¢! &

[] Free Trade AgreementsEeonomic Complementation/Partial Scope Trade Agreements

[ Free Trade Agreements

[ Economic Complementation/Partial Scope Trade Agreements

{ 2dzNDOSY !'Dw! /9! { ol aSR 2y /[ w{ wBstlRNFoMapar§BEwWmdIarespdfCNBES ¢ N> RS |
Designed with Piktochart

4.3.2.1 The modernised EU-Mexico Trade Agreement

Figure4-2 indicates that in 2017, Mexico continued to be one of the main trading partners in goods for

the European Union. The value of European exports to Mexico exceeded EUR 38 hillmimports
stood at around EUR 24 million.


https://fas.org/sgp/crs/row/R40784.pdf
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Figure4-2: The EkMexico trade relationship in figures, 2017

i -}
Mexicao's 3rd biggest trading partner in goods ‘ . ' EU's 13th biggest trading partner in goods

EU balance of trade in goods with Mexico: _ + € -1 4
€ 38 billion exports of goods to Mexico _ — bil | ion
———
€ 24 billion imports of goods from Mexico (EU surplus)

Source: Agra CEAS based on Th&/Ekico trade and investment relationship factsheet,
http://trade.ec.europa.eu/doclib/docs/2018/april/tradoc_156756.pdf

I WwDpf20Ff 1'ANBSYSYiQ 3I20SNYyAy3a GNFRS NBflFiA2ya o
concluded m 2000. However, in May 2016, the two partners launched negotiations to renegotiate and
modernise it. The 2068greement did not contain many provisions on trade in goods that have since
become standard in trade agreements. It also did kilmtralise or itroduce TRQs for somgroducts

notably within farming products and fisheries. The new agreement, the principles of which were
concluded in April 2018, was therefore set to fill these gaps

An agreement in principle was reached in ApBIL8 and at presnt work is being completed on the last
outstanding requirement with the agreement scheduled for signing therealtee agreement auld be
LINEaAaSyGSR +a I WYAESRQ 2yS3y 6KAOK gAftf K&wOS NBJd
Although all prliaments are predicted to give the green light to the agreement, according to the European
Parliament ratifications expected under the new parliament (i.e. after tharopean elections in May

2019%.

The modernised EMexico Trade Agreement is expectedbenefit the European companies, in terms
of:
1 Removal of customs duties and simplification of customs procedutasiffs will be eliminated
for most products, includingll processed agricultural productsiue cheese, apples and canned
peaches, virtully all pork products, and economically relevant poultry products. Furthermore,
customs procedures paperwork and physical checks at Mexican customs will be simigdssd
notably SPS barriers in the areas of fruit and vegetables and of meat will hedelie

91 Protection of geographical Indication (GIS§40 Gls will be protected under the new agreement,
along with the217 spirits Glsvhich wereprotected under the1997 Spirits Agreement he full
list of products registered or set to be registered as GMéxico is reported igection9.

45 Key features of the EMexico trade agreementttp://trade.ec.europa.eu/doclib/pressfidex.cfm?id=1831

4 EP Legislative Train Schedule: Modernisation of the Trade Pillar of tHdekitb Global Agreement,
http://www.europarl.europa.eu/legislativerain/theme-a-balancedand-progressivetrade-policyto-harness
globalisation/filemodernisatioreu-mexiceglobatagreement



http://trade.ec.europa.eu/doclib/docs/2018/april/tradoc_156756.pdf
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1831
http://www.europarl.europa.eu/legislative-train/theme-a-balanced-and-progressive-trade-policy-to-harness-globalisation/file-modernisation-eu-mexico-global-agreement
http://www.europarl.europa.eu/legislative-train/theme-a-balanced-and-progressive-trade-policy-to-harness-globalisation/file-modernisation-eu-mexico-global-agreement
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1 Focus on SMEsinder the modernised agreement, Mexico will set up a website providing
9dzNR LISFY !'yA2yQa {a9a ¢A0GK AYTFT2NXNIGA2Yy (2 | OO
Points in Mexico will work to facilitate the access of SMEs to the Mexican rif4tket

4.3.2.2 Import t ariffs

Current duty rates applied by the Mexican government are fairly high for some of the most important
European agricultural products. However, the moderniseeMeldico Trade Agreement is set to remove
or sharply reduce tariffs omostfood and bevergesproducts For example, following the emytinto force
of the modernised agreement:
9 Blue cheesessuch as Gorgonzola and Roquefort, on which up to 20% import tariffs are applied
at present, will gaimpreferential accessmany other cheesesvill gain acess to the preferential
market withinannual quotas

1 milk powderexports will be secured an initial volume of 30 000 tonnes risirgpt600 tonnes 5
yearsafter the enter into force of the agreement;

9 tariffs will be removedon virtually allpork products to which up to 100% duties are applied;
chocolate andconfectioneryproducts(currently up to 30%), pasta, apples and canned peaches
(currently up to 20945.

Import duties and taxes for the export of food and beverages to Mexico can be consulted her,
http://madb.europa.eu/madb/datasetPreviewFormATpubli.htm?datacat id=AT&from=publi%?2(
Please note that the tariffs here are those presently in force, anceheag be scheduled to chang

significantly with the entry into force of the updated agreement which will, as outlined above
liberalise most goods and greatly reduce tariffs on thaejority of the rest.

4.3.3 WTO disputes and other trade barriers

Mexico has beeninvolved as respondent in 15 WTO disputes, several of which concern agricultural
products, as set out below ble4-2). However, none of these disputes are recent or current.

Table4-2: Key WTO disputes involving Mexico

o conanay

Respondent Ant| Dumping Investigation of Highructose Corn Syrup DS101

(HFCS) DS132
Respondent us Measures Affecting Trade in Live Swine DS203
Respondent Nicaragua Certain Measures Preventing the Importation of Black DS284

Beans from Nicaragua

4T EUMexico Trade Agreement: Agriculturélowthe agreement benefits the EU,
http://trade.ec.europa.eu/doclib/docs/2018/april/tradoc_156757.pdf

48 EU and Mexico reach new agreement on tradyp://trade.ec.europa.eu/doclib/press/index.cfm?id=1830
¥ Key features of the EMexico trade agreementttp://trade.ec.europa.eu/doclib/press/index.cfm?id=1831



http://madb.europa.eu/madb/datasetPreviewFormATpubli.htm?datacat_id=AT&from=publi%20
http://trade.ec.europa.eu/doclib/docs/2018/april/tradoc_156757.pdf
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1830
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1831
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o conenay

Respondent Definitive AntiDumping Measures on Beef and Rice DS295

Respondent US Tax Measures on Soft Drinks and Other Beverages DS308

Respondent European Provisional Countervailing Measures on Olive Oil from DS314
Communities the European Communities

Respondent European Definitive Countervailing Measures on Olive OQil from tt DS341
Communities European Communities

Source: AGRA CEAS based on Mexico and the MI©//www.wto.org/english/thewto e/countries _e/mexico _e.htm

Furthermore, three trade barriers concerning the agricultural settave been identifiedas set out
below:
1 Registration of foreign geographical indications (Gl) is not possible in Mexicaltanthtives
offer only weak and uncertain protectioithis has subsequently been changed in 2018
1 The procedure for the approval of establishmetiteough prior inspection fre-listing)for meat
products) is burdensome and costly;

1 Due to complicatedmport protocols, fresh fruit and vegetables face imports restricti¢pre-
clearance)

An up to date list of trade barriers can be consulted here:
http://madb.europa.eu/madb/barriers result.htm?isSps=false&countries=MX

4.3.4 Summary of key trade barriers

¢KS aSEAOIY YINLISG Aad OdNNBydfe KAIKEeE NBIdA I

exports. The main barriers are a combination of both tariff and-taoiff measures (NTMs). The NTMs
include: divergent inspection procedures; as well as daraged administrative procedures; with the
latter impeding effective EU exports to Mexid®gspitethe EUMexico Trade Agreemeteingin force.

However, the modernised EMexico Trade Agreement, which is expected to enter into feametime
after2019A & aSi0 G2 aA3ayAFAOFIydte &aAYLX ATE SyidSNLINR
or introducing TRQsas well as addressing several #tanff issues, the Trade Agreement is therefore
expected to significantly boost EU exports to Mexicgpdlor key agricultural products, e.g. pork,
chocolate and cheese.

4.4 Operating in the Mexican food and beverage market

4.4.1 Logistical services and transportation infrastructure

Mexican infrastructure is good and developing, despite the geographic challendagedeto the
population being spread over a large area

SR

asSa


https://www.wto.org/english/thewto_e/countries_e/mexico_e.htm
http://madb.europa.eu/madb/barriers_result.htm?isSps=false&countries=MX
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Transportation routes have been improving throughout the country, as the government has been heavily
investing in new highways, container ports and the modernisatiaairpbrts and railroad$, with a view

G2 SadroftArAak AGaStFT +ra | adNBy3 AYOIGSNYlFGA2yl f

Infrastructure Program (NIP) for 20148 has indeed allocated almost $8 trillion peg&JR 365 bn
approx.)to over 700 projects in six strategic sex, including transpott2,

Shipping

Mexico boasts 117 ports and freight terminals, 59 of which are in the Gulf of Mexico, and hence of greater
interest to European companiés The current administration has also prioritised the expansion of
Mexican poré Q O | vith &Dvlewl ® Enprove the mobility of merchandise, and consequently enhance

(

aSEAO20Q08 NRtS Ay AYOUSNYIFIGA2ylf (NI RSP ¢ Yeratrizh & Sy R

port, which is the largest in the Mexican GtilMexicanports are expected to move more than 500 million
tonnes shipments by end of 2018, over three times their capacity in 2012. The ports of greater interested
to European companies are illustratedrigure4-3.

50 Infrastructure In Mexico & IT Servicésips://napsintl.com/manufacturingn-mexico/infrastructurein-mexico/
51 Mexico's Infrastructure Needs and Opportunitiesttps:/www.foreignaffairs.com/countryfocus/mexicos
infrastructureneedsand-opportunities

52 mproving Infrastructure in Mexico,
https://www.liveandinvestoverseas.com/countityub/mexico/infrastructurein-mexico/

53 Mexican Government: Sistema PortuaNacional,
http://www.sct.gob.mx/fileadmin/CGPMM/puertosdemexico/mapa_o.jpg

54 México amplia la capacidad de sus puertos,
https://noticiaslogisticaytransporte.com/logistica/05/01/2016/mexi@mpliala-capacidaede-sus
puertos/67151.html



https://napsintl.com/manufacturing-in-mexico/infrastructure-in-mexico/
https://www.foreignaffairs.com/country-focus/mexicos-infrastructure-needs-and-opportunities
https://www.foreignaffairs.com/country-focus/mexicos-infrastructure-needs-and-opportunities
https://www.liveandinvestoverseas.com/country-hub/mexico/infrastructure-in-mexico/
http://www.sct.gob.mx/fileadmin/CGPMM/puertosdemexico/mapa_o.jpg
https://noticiaslogisticaytransporte.com/logistica/05/01/2016/mexico-amplia-la-capacidad-de-sus-puertos/67151.html
https://noticiaslogisticaytransporte.com/logistica/05/01/2016/mexico-amplia-la-capacidad-de-sus-puertos/67151.html
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Figure4-3: Major ports in Mexico

14
-
- & & @
-— ) 4 Port of Veracruz
13 . = . 1 Port of Altamira
12 -— 2 Port of Tampico

1" 3 Port of Tuxpan
5 Port of Pajaritos
11 6 Port of Coatzacoalcos
T Port of Dos Bocas

10

Source: Agra CEAS
Numbers 814 denote Pacific coast ports which are generally used for trade witAskePacific and the US; and hence are
susceptible to be of less interest to EU exporters.

Air freight

Mexico is the third country in the world for number of airports (2 000), of which 64 are international
commercial airports. Air transport is excellemd abundantly availabl&owever it is not one of the main
freight transport modes. Nevertheless, the Development Bank of Latin America has announced that, for
the period 20162040 Mexico will require investments of nearly 17 billion dollars to impraovedeevelop

new airport facilities. In 2018, Mexico hence launched 13 projects to build new airports or modernise
existing facilitie®*®’. The main international airports are illustratedrigure4-4.

55 México requiere inversiones por 16 mil 900 mdd para mejoraepuertos,
http://www.milenio.com/negocios/mexicerequiere-inversionesl 6-mil-900-mdd-mejora-aeropuertos

56 US Export.gov: Mexiedistributionand Sales Channelsfps://www.export.gov/article?id=MexiceDistribution
and-SalesChannels

57 México, pais con mayor inversion en infraestructura aeroportuaria,
http://www.dgcinternacional.com/noticias/visualizar.php?id=4943



http://www.milenio.com/negocios/mexico-requiere-inversiones-16-mil-900-mdd-mejora-aeropuertos
https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
http://www.dgcinternacional.com/noticias/visualizar.php?id=4943
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Figure4-4: Main International airports in Mexico

8

1 Cancin International Airport
Manuel Crescencio Rejon International

2 Airport

3 Mexico City International Airport

4 Monterrey International Airport

5 Guadalajara International Airport

6 Licenciado Gustavo Diaz Ordaz
International Airport

7 Los Cabos International Airport

8 Tijuana International Airport

Source: Agra CEAS

Rail freight

The Mexican rail system has an operational railway network of nearly 18 00Gkimst@nd moves around

107 million tons of merchandise per year, making it the second most important freight transport mode.
As illustrated irFigure4-5, the system is essentially split into four main companies (Kansas City Southern
Mexico (KCSM), Ferromex, Ferrosur and Ferrocarrill). Although the current system works well, it is in need
of renovation. Recent initiatives to improve it include the upgrading to 4sigied rail systems to and

from Mexico City, as well as the modernisation of the train that runs across the Yucatan from Cancun to
Merida5®®,

58 OECD: Freight Railway Development in Mexico,
https://www.itf -oecd.org/sites/default/files/docs/14mexicorail.pdf
59 Euromonitor International: Business Dynamics, 2018



https://www.itf-oecd.org/sites/default/files/docs/14mexicorail.pdf
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Ferromex
Kansas City Southern de México
Ferrosur

Figure4-5: Railway network in Mexico

Source: Agra CEAS

Road Freight

With approximately 370 000 km of roads, the road freight is the most important goods transport mode in
Mexico, accounting for 56% of the domestic and international freigirtgport.

While the main industrial areas located in the Mexico GiyadalajargMonterrey triangle are connected

by a modern highway system, outside this area, road transportation is rather inefficient. For this reason,
the government has planned to inskin new road infrastructure, hence 17 new motorways have been
recently buil%,

4.4.2 Distribution
aSEAO020Q48 NBGI AT &S OnlyfFeMdgracary risthiléricbued the Bidtiral atoyfali néarke,
and the top five food retailers only account for over 30% of grocery sales. In Mexico, the large grocery

80 US Export.gov: Mexiedistribution and Sales Charlaghttps://www.export.gov/article?id=MexiceDistribution
and-SalesChannels

51 Mexico Freight Assessmentlobal Green Freight Action Plan,
https://www.theicct.org/sites/default/files/publications/Mexicdreight-assessment IC&Jonsultant

Report Oct2017.pdf



https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
https://www.theicct.org/sites/default/files/publications/Mexico-freight-assessment_ICCT-Consultant-Report_Oct2017.pdf
https://www.theicct.org/sites/default/files/publications/Mexico-freight-assessment_ICCT-Consultant-Report_Oct2017.pdf
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chains tended to be regional until the arrival of Walmart, which has gained large mdraetss
establishing itself as the main supermarket chain in the cohtry

4.4.2.1 Retail channel overview

Supermarkets

In Mexico supermarkets, local stores and markets can be found in most of the areas. The bigger the
location, the larger the number of stores,tivisuburban residential areas usually offering more cHSice

The most important supermarket chain in Mexico is Walmex (Walmart Mexico), which boasts around 2
300 stores in Mexicander different names, such &almart Supercenter, Sam's Club, .dtchasbeen
continuously expanding (92 new outlets were opened in 2016), also in new locations, such as smaller
urban areas with fewer than 100 000 residents. Recently the company has started to invest more in e
commerce. Organizacién Sorianehich acquired andter retail store, i.eComercial Mexicanadn 2015,
follows, with 827 outlets across MexfoOther notable supermarket chains include Chedraui and Costco.
Ly avYlIftftSNIt20FdA2yas adzZZSNXYI N] Sda | NBhideasslyt t @ NS |
offer basic commodities and less variety compared to larger supermé&tkets

{SGSNI &t 2F GKS I NHS adzLISNXI NJ SG OKIFAya ,khicBS Sadl
operate under different names. Notable ones include: Selecto (of Chedraui) and Superama (of Walmart).
These chains may be particularly suitable for higher value products. In addition to these gourmet versions

of supermarkets, there are also some staaor independent gourmet supermarkets such as La Europea,

La Castellana and City Market, which are specialised in wine, spirits and (to different extents) gourmet
foods.With regard tasuch gourmestores(and organic stores as welthesearemainly bcated in uper-

middle class neighbourhoods

Department stores

Department stores are very popular in Mexico and most of them have branches in the largest cities across
the country. The most important department stores are Liverpool, El Palacio de Hiears, &nd
Sanborns, where several items, including packaged foods and alcoholic beverages can be grchased

62 AgriFood Canada Report: 8ness Environment in Mexictitp://www5.agr.gc.ca/resources/prod/Internet
Internet/MISBDGSIM/ATSEA/PDF/643éng.pdf

63 The Art of Shopping in Mo, https://www.mexperience.com/theart-of-shoppingin-mexico/

64 USDA GAIN Report: Mexico Retail Sector Report,
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Retail%20Foods_Mexico%20City%20ATO_ Mexico_12
15-2017.pdf

5 The Art of Shopping in Mexiclttps://www.mexperience.com/theart-of-shoppingin-mexico/

66 Markets & Shopping in Mexicbttps://www.mexperience.com/lifstyle/mexiceessentials/marketshoppingin-
mexico/#13



http://www5.agr.gc.ca/resources/prod/Internet-Internet/MISB-DGSIM/ATS-SEA/PDF/6434-eng.pdf
http://www5.agr.gc.ca/resources/prod/Internet-Internet/MISB-DGSIM/ATS-SEA/PDF/6434-eng.pdf
https://www.mexperience.com/the-art-of-shopping-in-mexico/
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Retail%20Foods_Mexico%20City%20ATO_Mexico_12-15-2017.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Retail%20Foods_Mexico%20City%20ATO_Mexico_12-15-2017.pdf
https://www.mexperience.com/the-art-of-shopping-in-mexico/
https://www.mexperience.com/lifestyle/mexico-essentials/markets-shopping-in-mexico/#13
https://www.mexperience.com/lifestyle/mexico-essentials/markets-shopping-in-mexico/#13
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Convenience stores

aSEAOI y&aQ AydoadSiflestyles/Have desuffetl & i@ great desire for convenience, especially
among workers. Thigend has driven demand for products and services such as convenience stores,
which are gaining momentum. In 2017, convenience stores saw dalgitecurrent value growth,
recording the fastest growth rates among grocery retailers, which resulted bath &rgrowing number

of outlets and the increase in satésOxxo is the largest convenience store operator in Mexico with over
13 000 stores, though other chains such asléven and Circle K are also present. Some supermarket
chains run smaller formats ofi¢ir supermarketswhich aim to act as convenience shops.

Street markets and indoor public markets

A point of referencdor the purchasing of fresh products (fruits, vegetables and mesa®et and indoor
markets are widespread in the whole country Miexico City, for examplehere are approximatel$29
traditional indoors markets, as well 444 street marketper day®.

Foodservice (HoReCa)

In line with the general trends of busier and faster lifestyles, and the resulting need for convenience,
dining out has become increasingly popular in recent years. Mexicans enjoy more and more dining out for
breakfast and for snacking. A large part of Mexicans, mididies busy workers and studeimgarticular,

hasalso increasingly opted to have lunch andrdinin restaurant®. As a result, the foodservice channel

is growing in importance, with fuflervice restaurants holding the largest foodservice market share,
followed by fast foods, cafés and street kioSkAlsea is the leading player in foodservicehulie largest
presence in most areas. The company is set to gain further sales share due to the strong performance of
ON}yRa tA1S 52YAy2Q0& tAITTIX {GFNbdzO1& FYyR *Lt a

eCommerce

With nearly half customers making purchases from mobile devices, Mexitle isecond largest
eCommerce market in Latin America (following only BfazélCommerce in Mexico is expected to more
than double by 2022, driven by the increasing popularity of players like MercadoLibre, Amazon, Walmart
and Alibab&.

87 Euromonitor International: Retailing, 2018

%  Trends in the agrifood sector in Mexico https://www.foodvalleysociety.com/wp
content/uploads/2017/03/Trendsn-the-agrifoodsectorin-Mexico-Salvador.pdf

89 Euromonitor International: Consumers Lifestyles, 2018

0 Mexico Foodservice Market: Growth, Trends and Forecast (22283),
https://www.mordorintelligence.com/industryreports/mexicefoodservicemarket

"t Euromonitorinternational: Consumer Foodservice, 2018

2 paymentwall: Mexico Popular Payment Methods,
https://www.paymentwall.com/en/paymenimethods/mexico

73US Export.gov: Mexiedistribution and Sales Channelsitps://www.export.gov/article?id=MexiceDistribution
and-SalesChannels



https://www.foodvalleysociety.com/wp-content/uploads/2017/03/Trends-in-the-agrifood-sector-in-Mexico-Salvador.pdf
https://www.foodvalleysociety.com/wp-content/uploads/2017/03/Trends-in-the-agrifood-sector-in-Mexico-Salvador.pdf
https://www.mordorintelligence.com/industry-reports/mexico-foodservice-market
https://www.paymentwall.com/en/payment-methods/mexico
https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
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Establishing your pesence in Mexico

Establishing a presence in Mexico may bring several advantages; notably it allows direct cont:
customers and other business partners, which is of utmost importanitesiMexican business culture
Qultivating close personal relationships and building trust are considered vital components
successful working environment. Mexicans prefer to do business with people whom they kno
trust and it iscommonto find family members working for the sabusinessilt is also important to
bear in mind that Mexican business people tend to base business decisions on the degree of
trust established with the foreign counterparfherefore, companies might decide to set up
Corporation (simple or wlit variable capital), a LLP, or a branch office.
f The Corporationociedad Anonima A RSY GAFTASR gAGK W{ ®! &
and Corporation with Variable Capit&dciedad Anonima de Capital Varightéentified with
W{ d! & RS /osheomMonwdidSto éstatdish ¥ presence in Mexico. The latter a

changes tahe minimum fixed capital after the initial formation.

f The Limited Liability PartnershiBdciedad de Responsabilidad Limitada A RSy i A ¥
WO[ X Q KI KIS 32 190 NAY 6B OF LIAGI X AYRA(
1 A branch officequcursal provides rights and responsibilities similar to a corporation, althg
it has to be approved by the National Foreign Investment Commission (€NIE)

4.4.2.2 Intermediaries

The assistance of an intermediary may be a reasonable solution, espéaradignall and mediun
enterprises andn absence of a branch office in Mexico. Intermediaries can provide support servig
guidance in developing an appropriate strategy to ertkey market. Food exhibitions can provide t
opportunity to look for and make personal contact with potential business partners. Ind
associations, chambers of commerce and similar bodies may provide some help to companies

Distributors/Agents

BU enterprises that wish to export into Mexico are advised to closely work with distributors/agents from
different areas, to broaden their distribution netwdpk In order to find distributors/agents, specialists
recommend going on a trade mission, whichypd® oneon-one meetings with prescreened distributors

and networking events with local businesses. Nonetheless, Mexican distributors/agents can be also
retrieved from professional social networks, such as LinKedigood Mexican agent can be greatly
beneficial to smaller or medium sized importers.

74US Export.gov: MexicdEstablishing an Officéitps://www.export.gov/article?id=MexiceEstablishinean-Office
S Mexico- Using an Agent to Sell US Products and Servittes;// www.export.gov/article ?id=MexictJsingAgent
"®How to Find a Highly Qualified Distributor in Mexicips://sbdctampabay.com/finehighlyqualified-distributor-
mexico/



https://www.export.gov/article?id=Mexico-Establishing-an-Office
https://www.export.gov/article?id=Mexico-Using-Agent
https://sbdctampabay.com/find-highly-qualified-distributor-mexico/
https://sbdctampabay.com/find-highly-qualified-distributor-mexico/
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Importers and wholesalers

Key retail chains, including Walmart de México, Costco de México, El Puerto de Liverpool SAB de CV, El
Palacio de Hierro, Sanborns de México SAB de CV, and Sears Roebuck de idéadauonag the largest
importers and wholesalers in Mexi¢dVhile Mexicanimporters may not have strict criteria such as fixed
minimum volumes, they will assessthotential of products / how it will fit in the market before taking

any decisions. Againstithbackground, the higher price of many imported EU producta-vis products

from the neighbouring US must be justifiable to wholesalers. Premiumisation trends and the image of EU
products in some sectors can provide such justification.

Franchises

Franchises in Mexico are regulated by Article 142 of the Industrial Property Law and Article 65 of its
Regulations. Under Mexican rules, companies are advised to register a trademark to protect their brands.
A trademark must hence be used by its owner, tlterisee, or the franchisee of record, or it may be
subject to an action of cancellation due to ros€e’®.

Business Contact Database

A database of importers, wholesalers, retailers and distributors can be fowsatiion8.5.
N.B. due diligence will have to be performed for any contacts on this database as no warranty
as to the standing of thesiadividuals, organisations or firms and no corresponding responsibil
liability is accepted by the authors.

4.4.3 Business environment

In 2018 Mexico ranked as the easiest place for doing business in Latin America, thanks to its high score in
the Economid-reedom Index. Factors that have largely contribute to improve the business environment
are an improved access to credit, relatively low wage rates and a focus on improving infrastructure. On
the other hand, corruption, high tax burdens, as well as thaegpread of skill shortage and brain drain
remain a serious challenge the country is called to face

4.4.4 Key operational considerations and challenges: summary

While Mexico is not an overly difficult country to do business in, the value of a trusted &vt@tipshould

not be underestimated; and the use of a local partner such as an importer or agent would be the
recommended in the majority of cases. Careful thought should be given to the product being imported,
the target market and thalistribution channés to use; while the population of Mexico is large, mass
distribution channels may not be suitable for all products due to the diverse income levels across the
population.

T USExport.gov: MexiceDistribution and Sales Channeléips://www.export.gov/article?id=MexiceDistribution
and-SalesChannels

78 US Export.gov: MexiapFranchisinghttps://www.export.gov/article?id=Mexice-ranchising

7 Euromonitor International: Business Dynamics, 2018



https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
https://www.export.gov/article?id=Mexico-Distribution-and-Sales-Channels
https://www.export.gov/article?id=Mexico-Franchising
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4.4.5 Other relevant information

4.45.1 Methods of payment in Mexico

In Mexico, more than halff purchases are made through credit and debit cards, followed by cash and
cashon-delivery, and other payment methods like bank transfers or PayPal. Payment methods that can
be used in Mexico are set out below:

1 Credit cardslt is estimated that 30 milliocredit cards are in force in the country, most of which
are issued under Visa, MasterCard, and, less frequently, American Express. Credit cards are one
of the most popular method of payment in Mexico.

91 Debit cards unlike the average Latin American cusgr, a large percentage of Mexicans owns a
debit card. Although 134 million debit cards are in force in the country, they are used to a lesser
extent than credit cards. Electronic debit cards are growing in importance.

1 Paypal:payments through Paypal agpretty popular given the possibility the system offers to
both citizens and businesses to send and receive funds online.

1 Vouchers despite the increasing popularity of credit and debit cards, several Mexicans are still
used to pay with voucher for their pchases, even online ones. The voucher payment method
calledOxxois increasingly used by customers to make online purchases in cash, as mor8 than 1
000 OXX@toresexist in Mexico.

9 SPElthis Interbanking Electronic Payment System was developed by thie &aViexicoand
allows customers to make instantly electronic paymé&tts®,

4.45.2 Travel from the EU to Mexico
Travel from the EU to Mexico requires only a valid passport. EU citizens havdraes/secess to Mexico

as visitors in transit (for up to 30 day tourists, or business visitors (for up to 180 days). Foreigners that
wish to stay in Mexico for longer periods must obtain an entry permit (see box below).

LYF2NXYIGAZ2Y 2y K2g (G2 200FAY |y SyiNEB LIS
National Institute for Migration (nstituto Nacional de Migracién)
http://www.inm.gob.mx/index.php/page/pagina_principal/en.html

80 Mexican Payment Processirttps://www.allpago.com/ourservices/mexicapaymentprocessing/
81 SPEInttps://business.ebanx.com/emexico/paymenimethods/spei
82 OXXOhttps://business.ebanx.com/en/mexico/paymemiethods/oxxo



http://www.inm.gob.mx/index.php/page/pagina_principal/en.html
https://www.allpago.com/our-services/mexican-payment-processing/
https://business.ebanx.com/en/mexico/payment-methods/spei
https://business.ebanx.com/en/mexico/payment-methods/oxxo
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5 Market Snapshots for Selected Products

This section provides specific information for various food and beverage categories and products. This
information covers three main categories:

1 Consumption data on the evolution of consumption; consumer profiles and any notable
consumer trends;

9 Offer. domestic production; imports and exports; the competitive landscape; relevant
specific customs procedures / import considerations;

9 Distribution: main distribution channels usedomestic and imported offer;

Furthermore, each category contains a SWOT arsadysl a key takeaways message.
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5.1 Wine

5.1.1 SWOT analysis

- EU countries are top
exporters of wine to
Mexico

- Mexican consumers
have a preference for
imported wines

- EU companies have
free-duty access

- Young consumers and
women are driving sales
of white wine

- Premium wine is a
growing segment
among upperincome
consumers, who prefer

- Consumption of wine is
very low compared to
beer

- New world and US
wines are gaining larger
market shares

- Dynamic domestic
production

European wines

5.1.2 Consumption
5.1.2.1 Evolution of consumption

Mexicois placecamong the countries with the fastest growing wine samptionworldwide (albeitfrom

a low base)which makes it gascinatingmarket for Europeammporters Driven by the popularityine

has been gaining amongew consumerscategories primarily women and young peoplesales are
currentlyexperiencinghigh growth rates

As indicated irFigure5-1, total consumption of red wine recorded the most dramatic growth between
2012 and 2017 (10.3% per year), followed by sparkling wine (9.9%), white wine (5.9%), and rosé wine
(4.5%). As demonstrated by thelumeof total consumptionthat isnearly 67 milion litres),red wineis

alsothe most popular variety in Mexico. Total consumption of other categories of owrdedfar lower
volumes in 2017namelyl4.1 (whitewine), 13.8(sparkling, and2.5million litres ¢osé).

Per capita consumption of weén which is very low compared to other Latin American countnegs(
notably Argentina and Uruguayhas been rathemoderate between 2012 and 2017Per capita wine
consumption isexpected toremain broadly stable over the next few yeatBoughred wineis an
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exception In 2017, per capita consumption varied between categories, rarigingless than 0.1itres
(rosé wine)up to 0.5litres (red wine)By 2022 red wine per capita consumption is saetach0.8 litre$:.

Figure5-1: Evolution and forecast of wine markatillion litres) inMexicq total volume, 20122022
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o
N
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o
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L 0.0
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Historic CAGR % 2012/17

Source: Euromonitor Internationahlcoholic Drinks, 2018

5.1.2.2 Consumer profile and purchase criteria

Although Mexican consumetsave a gong beer culture the popularity ofwine, which is considered a
beverage for special occasiomss been substantialigrowingin recent yearsMexican wine consumers
are either upper-income men, whanostly purchaseeuropeanpremiumwines or people aged?5-40,
especially females, who are increasingly tradindgrap beerto wine for health reasons.

Consumers

While middle-aged men from mid andhighrincome
segmentsaccount for a largehareof wine consumers
wineQ popularity among men and emen aged
between 25 and40 is growing Younger consumers
often prefer white wines, thoughthey are eager to try
new productsas well Aswomenaretaking on full time
jobs, a higher number ofthem see their purchasing
power increasg, which allows thento purchasewine
more frequently*.

Wine consumersn Mexico may be grouped into three main segments, which account for most
consumption both in terms of volume and value

83 Euromonitor International: Alcoholic Drinks, 2018
84 Euromonitor International: Alcoholic Drinks, 2018
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1 Mid-aged upper social classes consumers (usually meisually a highncomeearner, fondof
gourmet products, this type of consumer is more likely to purchasenium European wines
which are associated thigh quality and sophisticatiorThis niche indeed accounts for most
purchases in terms of value.

1 Consumers aged 280, with a good educational background and usuapme experienceof
living abroad These consumenssuallypurcha® white wine, especiallwomen, due to its sweet
fruity flavour,andits healtier composition,compared to other alcoholic beverages

1 Tourists who are concentrated ithe Yucatarpeninsulalincluding Canan) and Mexico City but
also often visit other areas such as Jalisco, Baja California and &8%aca

Geographically, there is a higher level of wine consumption in the central and norterwesgions of

the country, partly due to the higher availability of products in these regippartly impacted by local
production. Cities such as Mexico City, Monterrey, Guadalajara, QueretarGaawhjuatchave seen
increases in consumption of wingieen by the middleclass in these cities. As noted above, popular
foreign tourist destinations such as Cancun and Cabo San Lucas have high levels of wine consumption
driven by tourists.

Drivers and method of consumption

Mexicanconsumergyenerallypurchase wine once each six months, withesdroppingduring thehottest
months of March, April and M&. In contrastto European countries, where wine is consundaily,
Mexicans mostly purchaseineto celebrate aspecial occasiomMost notably, wine saleare observed to
peakover the Christmas period.

In terms of preferences, as described in section
5.1.2.1 red wine is the most populavariety in
Mexico, accounting for over 68% of total
consumption. White and sparkling wine follow, while
rosé is theleast demandedvariety. The prevalent
choicesn terms of varieties are set out below:

1 Red wine there is a high demand for
Cabernet Sauvigngmhich accounts foover _
half sales of red wine in terms of volume Fii
Tempranillo and Merlot follow. Rich and
velvety reds are widely preferred.

85 Euromonitor International: Alcoholic Drinks, 2018

8 Incrementa consumo de vino en Méxicbitp://www.milenio.com/estilo/incrementaconsumede-vino-en-
mexico

87 Andlisis del mercaddel vino en paises deatinoaméricaMéxico,
http://www.tv.camcom.gov.it/docs/Corsi/Atti/2015 06 _23/Market Analysis_mex.pdf

88 Mexicanos beben 10% mas vino que antes://jornadabc.mx/tijuana/26-04-2017/mecanosbebenl0-mas
vino-gue-antes
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1 White wine: Chadonnay leadthe segmentwith nearly 40% of sales by volume, followed by
Sauvignon Blanand Rieslingaround 30% each)Vhite wines enjoy some popularity in the
warmer regions of the country.

1 Sparkling wineappreciated especially by womenambruscas the most populasparkling wine
There is also local production by FreixeneQunerétara

1 Rosé wine Zinfandel accourstfor over 60% sales, with the remaining varietéeech holdinga
minor share of the marké?.

Pairing of wine with food is limited, and consumers will often rely on adyigbether from vendors or
friends and familyg with regards to which wine to purchase to accompany food. That said, merlot or
tempranillo wines are often chosen to accompany ttiashal Mexican dishes with strong flavours such as
mole; whilesauvignorblanc or chardonnay are often used to accompany lighter fish/seafood, pasta or
salad dishes.

Purchase criteria

Purchase critedare not the same for alonsumer segmesst Upper-income consurars, for exampleare
more likely to be influenced by LINR Rsdr@lityCand brand recognitignwith country of origin an
important factor (France, Spain and Italy are particularly populagnyyer consumers are more sensitive
to the taste, and price Women, on the other hand, pay attention to thieealth aspect Furthermore,
purchasecriteria vary according to the seasoor climate;in warmer areas or during theummet
consumersare more likely to opfor light, freshor sweeter wines

5.1.2.3 Recent market trends

Compared to beer and spirits,ime purchases in Mexico amaodest asthere is not a culture of drinking

this beveragedaily. Nonethelessconsumers are becoming more curious about wines, partly driven by
the increased quality andopularity of domestically produced wines (some Mexican producers such as
Casa Madero and Bodegas Santo Tomas have recently won prizes for their wines).

Gonsumption igherefore on the riseand he positive performance wineecorded in 2017s expected to
continue over the next yearswith volumes of red, sparkling and white wine growing at a high rate
(although slightly lower than in 2012017) Most notably, sparkling wine is projected to record the
highest annual growth (at a 9% rate, down from 9.9%0ih?2017), followed by red (8.5%), white (6.8%)
and ro® (4.4%)wines.As a result, sales of rehd sparklingvine (the fastestgrowing categoriesare set

to almost doubleby 2022, compared to 2015 volumé&atal salesof wine are overallexpected toreach

up to over 144 million litres in 2022 (+47 million litres compared to 2017 figéftes)

89 Andlisis del mercaddel vino en paises deatinoaméricaMéxico,
http://www.tv.camcom.gov.it/docs/Corsi/Atti/2015 06 23/M&et Analysis mex.pdf
%0 Euromonitor International: Alcoholic Drinks, 2018
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/interest and increase in the availability of lowericed wines are expected to both increase consumption

among existing consumers as well as attract new ones. Young people, including young financially
independent women are expected to be a particularly important demografdricgrowth in wine
consumption This demographic sager to try new productsand many of them find winéred winein

particular)a sophisticated and versatile beverage that can fit within different budgets depending on the
occasion.That said, garkling wine haslsogained tractionamong this segment recentijue to wider

availability at different price pointdn addition to the aforementioned younger segmertiethighend

segmenthas alscexpetienceda positive trend, driven by a niche of upgacome consumers who like

European wie; and this trend is set to continue going forwards.

Finally,there has been a slight trend in reatty-drink wine beverages of late (generally at the more
economic end of the market). Notable brands active in this trend include Caribe Cooler, VinaRe&ay’ S Q &
and Sunset.

5.1.3 Offer
5.1.3.1 Domestic production

Although limited, Mexican wine production is very dynariiith an area of nearl§474hectaresof wine
grapes the country is estimated t@urrently produce over 2.1 million cases of wine per yéahich
corresponds to nearly19.5 million litres or roughly 1/5 of domestic consumptidnThe value of the
domestic productions estimated at over Billion pesos(EUR 140 m approx.)

Domestic production focuses on red (80%),
white (15%), and sparkling (5%) wind3aja
Californa accounts for57% of the total wine
production, followed by Coahuila (8.5%)
Queretaro (4%), and Guanajuato (2.3%)
Mexican wine poduction, which has been
growing at fast rates, is expected to keep
growing in coming years. The Mexican Wine
Council estimates that thanks to a series of
incentives, the country may be able to double
the number of hectares dedicated to the
production of wine in less than 15 ye&Pé. Domestically produced wines are improving in quality, and
therefore may begin to pose more significant competition to imported wines in the near future.

v

%1 El mercado del vino mexicanuttp://revistaelconocedor.com/eimercadedel-vino-mexicano/

92 El mercado de&ino en México, francamente 'verdéittp://www.elfinanciero.com.mx/bajio/eimercadcede-vino-
en-mexicofrancamenteverde

93 Analisis del mercaddel vino enpaises dé.atinoaméricaMéxico,
http://www.tv.camcom.gov.it/docs/Corsi/Atti/2015 06 _23/Market Analysis_mex.pdf
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5.1.3.2 Imports and exports

Due to the relativelylow volumes produced in Mexicthe majority ofwine consumption depends on
imports,whichhave shown a steady growth in recent years, rising from 53 685 tons in 2013 to 71 949 in
2017(Figure5-2) in line with consumer demand

With 24 067 tonnes in 2017 (or 34 of the totalMexicanimports in terms of volume)Spainwas the
leading importer of winento Mexicq followed byChile(19 824 tonnes, or Z8),whichbenefits ofduty-
free accessinder aFree Trade Agreememtith Mexica With 13 168 tonnes, which account for 18% of all
Mexican imports, Italyvasthe third largest trader of wine in the Latin American counfygentina and
the USAollowed, accountingor almost alllemainingimports fromthe rest of the worldThe rest of the
EU accounted for the remaining/of totalMexicanimports of wine,the vast majority of which78%)
were French exportérigure5-3).

Figure5-2: Trade balance (imports and exports) of win&lexico,201317; tonnes
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Figure5-3: Mexicanimports of wine by country, 201B7; tonnes
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In addition tobe the largest exporter by volume, Spanisiports werealso the highest valued in 2017,
amounting toEURG5 million. Nonetheless, in terms of unit value, French imports recorded the highest
value.As indicated ifFigure5-4, the unit value of French wines wa$ 725EURonne in 2017, far above

the average of wines imported intdlexico (3 076 EUR/tonne).The unit value of Spanish, Chileamd
Italian imports wa®n the contrary rathefow, i.e.2 619, 1 920 and 782EUR/tonnes respectively.
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Figure5-4: Per unit value dflexicanimports of wine for selected countries, 2018 (EUR per tonne)

14 000

12 000

10 000
Q
o
s

< 8000
[}
o
1
>
w

$ 6000
IS
>

4000

\ —
—
2 000
0
2013 2014 2015 2016 2017
= = World = Spain France = Chile ——Italy

SourceTrade Map, International Trade Centrbttps://www.trademap.org/Data for CN code 2204

5.1.3.3 EUGI products

As reported in sectiof, under the modernised EMexico Trade AgreemenB40productsare set to be
recognised as Geographical Indications in Mexieth of which are wines. Most of the Gls to be
recognised under the new agreement dfeench 40), Italian (2), and Spanish (30)he remaining are
produced inPortugal (16), Romania (8), Germany (7), GreeceB@yium(4), Cyprus (3)Bulgaria(2),
Croata, Hungary, and Slovakia (1 each)full list of the Gls set to be recognised can be found in section
0.

5.1.3.4 Main competitors

Although European wines dominate the Mexican market, Latin Amewaags especiallyfrom Chile and
Argentina,as well as US onelsave been very popular for years now and are perceived as affordable

well asgood-quality product8*. Chilean wines pose articular threat as the names and labels of wines

are considered easy to read and remember by Mexican consumers (partly, but not only assisted by
linguistic similarities). Along with US win€hileanwines face 0% import duty, just like EU wines; while
Argentinian wines are subject to an 8% duBurthermore, as reported in sectioh.1.3.1 domestic

94 Euromonitor International: Alcoholic Drinks, 2018
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production is modest but dynamic and it is expected to exgarmbth quantity and qualityver the next
years. Nonetheless, thdominantwine brands operating in the Mexican markend to be European

5.1.4 Specific market entry requirements

Market Access and Entry

As reported in section 4.2.3yine producers should regier to the Mexican Register of Importers.
Furthermore, products must comply with the Federal Law of Metrology and Normalisation, thell2®M
SSA11994, as well as the General Health Law (see section 4.2.2). In terms of tariffs, alfBasbpean
winesbenefit from aduty-free access to the Mexican market.

Detailed information on import duties and Rules of Origin can be consultedtmEuropean
Commission website:
http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=2204

Customs procedures

A list ofstandard documents ragred for imporingwine into Mexicas presented in sectiof.2.1
Furthermore, alocument confirming that importers have registered as Importers of Alcohol and Alcoholic
Beverages with the Tax Admistration Servicés required for custom clearancé# wine products.

Any other up to date information on appropriate documents concerning customs procedures ca
consulted on European Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=2204

SPS measures
All sanitary and Phytosanitameasures concerninthe import of wineinto Mexicoare in line with
internationalstandards

Labelling

As described in more detail in sectiér2.3(see in particulafabled-1), wine must comply witthe specific
labelling rules concerning alcoholic beverages$ out in Norma Oficial Mexicand42, or NOML142-
SSA1/SCRI14 andNorma Oficial Mexican499, or NOM199- SCFP017.

5.1.5 Distribution

In Mexico, vine volumes aremostly distributed through offrade channels (65.6%) although sales
through HoReCa channels (most notably through restaurants) are more significant in terms 8f Aslue
reportedin Figure5-5rigures-11, almost all winen Mexicodistributed through offtrade channels is sold

9 Euromonitor International: Alcoholic Drinks, 2018
% Analisis del mercaddel vino en paises deatinoaméricaMéxico,
http://www.tv.camcom.gov.it/docs/Corsi/Atti/2015 06 23/Market Analysis_mex.pdf
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at store-basedretailers specifically grocery retailers. Of thege 2017the majority were supermarkets
(35.5%),food/ drink/ tobacco specialists28.9%) hypermarkets 24.5) Unlike food/ drink/ tobacco
specialistsand other grocery retailers, hypermarketecorded the fastest growingtrend (+0.6%).
Nonetheless, it should be noted that these channels shares droppedvbfle sales through mixed
retailers(especially department storesgcorded a +0.5% growth in 2017.

Figure5-5: Distribution channel overview of wineNMexico(2017) off trade volume
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SourceEuromonitor InternationalAlcoholic Drinks, 2018

5.1.6 Challenges for EU products

Wine consumptiomemains modesin Mexico,compared to Europealevels Furthermore EU companies
whichare dominant players in the Mexican wine markate challenged by growijdomestic produers
and international competitors. Most notablpew European exporterbave toface the competition of
Chileanimporters, whichare advantaged by the proximity to Mexico, as well as by the-ttetyaccess
to the Mexican marketike ther European counterpartsDomesticproduction isalso dynamic and
flourishing.
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Market Takeaway: Wine

Consumption:consumption of red wine is growing at high rates; white sparkling varieties are growir
popularity, driven by new female consumers.
Competition:although limited,domestic production idynamic and expansivEuropean companies face als
the competition of products from Chile, Argentina and the US.

Distribution: Wine is mainly distributed through grocery retailers with major share of supermarkets, foll
by food/drink specialists. While the eifade channel is most important in terms of overall volume, thé¢rade
channel has an important role for higher valumes.

ChallengesConsumers are not educated to the consumption of wine and consider it as a beverage for
occasions.

Opportunities: Premium wine purchases are on the rise; the consumer base is expanding, with wome
young people driving sale$wine in terms of volume. The uppacome niche, on the contrary, has a preferer
for premium European wines.
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5.2 Spirits

5.2.1 SWOT analysis

- EU countries are top
source of imported
spirits in Mexico

- Growing consumption,
especially among young
people and women

- EU companies have
duty-free access

- Premium products
aregaining momentum
among upperincome
consumers

- Cocktail culture is

- Heavy production of
domestic spirits

- US growing imports
facilitated by 0% duties

- Continued growth in
interest in premium
domestically produced
spirits.

- Some cases of IPR
infringements in recent
years.

widespreading among
new generations

5.2.2 Consumption

5.2.2.1 Evolution of consumption

Driven by a shift towards premiumisation, as well as a more frequent consumption of alcoholic beverages,
the total consumption of spirits in Mexicimcreased considerablyn 20122017, reaching over 271.5
million litres, and is projected tturther rise bynearly 13%pver the period ta2022.

In 2017, over 109 million litres of tequila, 49 million of whiskies, 27 million litres of brandy and cognac, 26
million litres of rum, 16 million litres of white spirits, 8 million litres of liqueurs, and 36 million litres of
other spirits were purchasediMexico.All spirits categoriesecorded a positive growth rateexcept
brandy and cogngcMost notably, vhiskiesgrew by10.6%per yearin 20122017, driven by the increasing
sales of low and migricedvarietiesthat compete with similar priced rusand brandes. Consumption

of spirits isoverall set tocontinue to growin 2017#2022,driven mostly bywhite spirits (7.7% CAGR) and
whiskies (5%)Rigure5-6).
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Per capita consumption of spiritgas stablén 20122017, and it is expected to moderately increase over
the next few years. In 2017, per capita consumption slightly varied between categeitiesonsumers

purchasing on averadge9litres of tequilaper capitd”.

Figure5-6: Evolution and forecast of spirits market (000 litregylgxicq total volume, 20122022
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5.2.2.2 Consumer profile and purchase criteria

Spirits like tequila and mezcal havevays been an essential part of the Mexican culture. Furthermore,
while European and Ughiskies aregaining momentunamong middle and uppencome Mexicansthe
cocktail culture is quicklgpreadingamongyounger consumers, hence driving vodka growth iesa

Consumers
Mexico is a heavy consumer and producer of tequila an
mezcal. Furthermorewith the entrance of more and
more international brands entering the markethe
Mexicanspirits sectorhave startedsupplinga diverse
range of consumers who have been growing anc
diversifying preferences.

Alcohol preferences vary on the basis of several
indicators including age, gender, income and areas of
residence:
1 Age: while millennials (which make up nearly 30% of Mamigopulation) have a distinct
preference for vodkdased cocktails, adults now perceive gin as a classy and more interesting

97 Euromonitor International: Alcoholic Drinks, 2018
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product Rurthermore, bothconsumersategories are increasingly purchasing whisks higher
quality.
1 Gender:althoughmendrink more alcohol, women are increasingly purchasing beverages such as

cocktails, or whisky mixed with soft drinks, as a higher percentage of taenafford itdue to
full-time jobs.

1 Income middle and uppeincome Mexicans, who represent a smaller percentayf the
population, usually opt forpremium spirits, especially Whisky and Cognac, which are a status
symbol in Mexico. Sales of tequilahich is currentlyparticularlypopular among loweincome
consumers,are projected to increase among middle and uppeome residentsas several
players are rebranding this traditional drink as premium or artisaneaft %291,

1 Area of residencealcohol consumption is higher in the states of Jali@he origin of tequila)
Aguascalientes, Nuevo Leo6n, Coahuila, Bhichoacan, while it is more moderate in Tlaxcala,
Puebla, Mexico and Chiap#s

Drivers and method of consumption

As alcoholic beverages are an essential part of Mexican cultoresumption takes placen different
occasions but mostly at hom®rinkingspirits inbars, clubs, and restauranis less commoifexcept in
Southern states). According to recent statistics, Mexicans are more likely to purchase spirits in company
of friends (80%) and their partner, while a smaller perceniagesed tadrink alore (notably15% of men

and 5% of womeny>

The main drivers for thiargerconsumptionof spiritsin Mexico, are set out below

9 ;Salud!: Export opportunities in the Mexican alcohol markKetips://businessmirror.com.ph/salu@xport-
opportunitiesin-the-mexicanralcohotmarket/

9 Euromonitor International: Alcoholic Drinks, 2018

100The Whiskey Market in Mexico,
https://www.bordbia.ie/industry/manufacturers/insight/alerts/pages/thewhiskeymarketinmexico.aspx

1011 os 5 estados que mas alcohol consumen sbitikp.//www.elfinanciero.com.mx/rankings/logstadosque-mas
alcoholconsumenson

102 Encuesta de opinidn publica: Consumo de bebidas alcohdlicas en México,
http://www.estadisticaaplicada.com.mx/www/downpodcastpdf/Consumo_De_Bebidas Alcoholicas En_Mexico.p
df
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 the wider choices for consumers, as several ne
international brandhave entered the market

1 new lifestyle trends,as purchasing power is “: :
increasing, especially among women who =
increasinghare getting fulttime jobs; ’ S

1 the spread of a cocktail culturamong new

generations,and the increasing popularity of

premium  spirits  among upperincome
consumersas indicated abov€®.

i
®

Purchase criteria

Brand reputation is the most important factor in the average uppey 02 YS 02y a dzY SNDa LJdzND
making for spirits; as a result, this type of consumer is more likely to purchaseaeshighichare more

and moreof a status symbbin Mexico.UK whiskies in particular have benefitted from consistent
advertising which has boosted their imaderice, on the contrary, drives purchases of loiwerome
consumers, which are therefore more likely to opt floer-priced domesticproducts That said,
packaging formats and new packaging formats have attracted lower income consumers in recent years.
Readyto-drink formulations a specific example of this as they can provide such consumers with a drink
containinga spirit that they would not bable to afford in a pure, bottled formaNew generations tend

to follow international consumption trends, hence the spread of the cocktail culture arttengroup.

Their purchase criteria are subsequently influenced by this and remadygink formats maye considered

by this group for the same reason.

5.2.2.3 Recent market trends

Spirits purchases in Mexico are significant, as Mexico is a heavy producer of Tequila anditie zeaitor

is expected to continue to perform well over the next years, driven bygtbaving popularity of whiskies
and other premium spirits among uppércome residents, as well as white spirits for cocktails among
younger consumers.

Driven by whiskies and white spirits, which will grow faster than any other segfaergspectively %

and 7.7% CAGRbDtal salesof spirits are thus expected toreachup to over314.9million litres in 2022
(+43.4 million litres compared to 2017 figuresJhe demand for whisky is due to the aspirational
positioning of the product (Mexican consumers consider it a sign of sophistication) combined with a larger
consumer base which can afford the produetid-price products in particular are expected to benefit
from this trend.

103 Eyromonitor International: Alcoholidrinks, 2018
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In terms of origin UK whiskies are by far the most popular in Mexacgounting for over 10 times the
volume of US imports and this split between imported UK and US whiskies is expected to remain similar
over the next five years.

With regards to white spirits, demand is expected to increase off the back of the trend in cocktails, with
gin in particular expected to benefit due to its image as a sophisticated product.

5.2.3 Offer
5.2.3.1 Domestic production

Mexico iswell-known for its productio of spirits the most
popular of which are distilled from agave Production of
Tequila, the most popular Mexican alcoholic beverage,
reachedover 271 million litres in 201As illustrated iMTable
5-1, Mexico is also a large producef severalother agave
based spirits, suctsaBacanora, which can only be produced
in the state of SonordRaicillapnamed after the onlyviexican
area that is allowed to produce ;itPulque, the first
fermented agave beverageoduced in the worldSdol, the
traditional spirit of Chihuahuand Mezcalwhich ismainlyproduced in Oax@a'®,

Table5-1: Dometic production of agawbased spirits2013 vs. 2017

Product category  [Production (million litres), 2013 Production (million litres), 2017

Pulque Not available 186
Bacanora Not available 300

Tequila 226 271

Raicilla Not available 150

Mezcal 2.5 4

Sotol Not available Not available

Sources: Consejo Regulador de Tequlilattps://www.crt.org.mx/EstadisticasCRTweb/Consejo Regulador de Mezcal
http://www.crm.org.mx/PDF/INF_ACTIVIDADES/INFORME2017Ruljue, a Traditional Mexican Alcoholic Fermented
Beverage: Historical, Microbiological, and Technical Aspdutss:/www.ncbi.nlm.nih.gov/pmc/articles/PMC492846,1/
Consejo Mexicano Promotor de la Raicitf@oted inEn marzo esperan que la Raicilla cuente con denominacion de prigen
https://www.eloccidental.com.mx/local/emmarzeesperangue-la-raicillacuentecon-denominacionde-origen2688966.htmj
https://www.reporteindigo.com/indigonomics/pulquéa-bebidase-niegaa-desapareceproductoresimpulsonuevas
generacionesompetencia/

104 From Tequila to Sotol, Your Guide to the Agave Spirits of Méxigs://www.wideopeneats.com/tequilasotol
guide-agavespiritsmexico/



https://www.crt.org.mx/EstadisticasCRTweb/
http://www.crm.org.mx/PDF/INF_ACTIVIDADES/INFORME2017.pdf
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4928461/
https://www.eloccidental.com.mx/local/en-marzo-esperan-que-la-raicilla-cuente-con-denominacion-de-origen-2688966.html
https://www.wideopeneats.com/tequila-sotol-guide-agave-spirits-mexico/
https://www.wideopeneats.com/tequila-sotol-guide-agave-spirits-mexico/
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5.2.3.2 Imports and exports

As indicated ifrigure5-7, both exports and importsf spiritshave recorded a steady growth, respectively
increasing by nearly 27% and 2%9@®0132017. However,due to the largescaledomestic production
and international demand for Tequijlaxports of spirithave ncreasingly exceexdt importsover the last
five yearsMexico exported16996tons of spirits and imported 74 520 toms2017 Volumes of whiskies
accounted for 57% of the imports of spirits by volyni@lowed by grape spirits (14%)queurs and
cordids (10%)vodka (9%)rum (7%) gin, geneer and other spirits (3%FFigure5-8).

Figure5-7: Trade balance (imports and exports) of spiritslegxicq 201317;tonnes
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SourceTrade Map, International Trade Centrettps://www.trademap.org/
Data for CN code 2208


https://www.trademap.org/
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Figure5-8: Trade balance (imports and exports) of spiritslexicq by type, 2017; tonnes
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SourceTrade Map, International Trade Centrettps://www.trademap.org/Data for CN code 2208
Spirit names shortened. CN cods=fore spirit name

As illustrated irFigure5-9, European exporters are very strong players in the Mexican market.

In 2017, he UK whichmainlyexported whisky(96% of UK spisimportsinto Mexicg, continued to lead
imports in the category ThelLatin American country imdeedthe sixth largestestination for Scotch
Whiskyin terms of volumé&®™. Nonetheless, althougremainingprominent @0 702 tonnes in 2017, or
55% of the total Mexican importsjplumes of UK exportagnated over the last twgears.

Theother half of Mexican importsvas divided between Spain (10 133 tonnes, or 148hich is a heavy
exporter of brandy into Mexidd®, and the USA (6 467 tonnes, or 9%hich mostly shipped whiskies,
liqueurs and vodkarhe rest of the Eblccouned for 14% of total Mexican imports of spirits, with Sweden
(31% of theemainingEU share), Ireland (20%) and France (17%) taking the lead.

105 5cotch Whisky #sociation2017 Export Figures
http://www.scotch-whisky.org.uk/newspublications/news/2017exportfigures/#.W_ZslOhKgdU
106 Trade Map, Internatinal Trade Centrehttps://www.trademap.org/



https://www.trademap.org/
http://www.scotch-whisky.org.uk/news-publications/news/2017-export-figures/#.W_ZsIOhKgdU
https://www.trademap.org/
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Figure5-9: Mexicanimports of spirits by country, 2041%; tonnes
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In terms of per unit valueJK(3 777 EUR/tonneand U& (3 030 EUR/tonneg)er unit valuewasbelow
the averageof spirits imported into Mexico (4 045 EUR/tonmeR017.0n the contrary, Spanish imports
recorded a high per unit valueompared tothe world averageHowever,French imports recorded the
besthigh unit valugnamely10 187 EUR/tonnjewhich is largely attributable to their imports of premium
Cognadnto Mexicd?”.

07 Trade Map, International Trade Centrbttps://www.trademap.org/
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Figure5-10: Per unit value dfiexicanimports of spirits for selected countri€f)1317 (EUR pdonne)

14,000

12,000

10,000 \/

Q

c

S

= 8,000

[

o

[a g

]

w

g 6,000

[

> /\
4,000 ———e s m e - e e e e oo o
2,000

2013 2014 2015 2016 2017
- = World

United Kingdom Spain United States of America France

SourceTrade Map]nternational Trade Centrehttps://www.trademap.org/
Data for CN code 2208

5.2.3.3 EU Gl products

As reported in sectiof, 217 EU Gl spirits areurrentlyrecognised under th&997 Spiritagreement This

list will also be incorporated in the updated BA¢xico trade agreement so that protection continussd
isenhancedTable5-2 shows thatmost of them belong to the fruit spirits, grape mark spirits, wine spirits,
liqueur and flavoured spirit drinks product categori@snorg the geographical indications recognised in
Mexico there are als&uropean spiritshat are heavily imported in the Latin American country, such as
Scotch WhiskyBrandy de JereZognac]rish Whisky and Swedish VodHKae list of spirits under the
exising 1997 Spiritsagreement is in the process of being updated (separately from the work on the
updated trade agreement); and it is expected that some Gls from Romania, Bulgaria and Croatia will be
added to the list, whileGlsthat ceased to be protected itheir country of originwill be removed
Furthermore, oneliqueur product, namely theDNJB S| r h ° (Masticha Ghioy)is set to be
recognised as a Gl under the modernised\iEXico Trade Agreement.

Table5-2: Number of EU Gfzotectedin Mexico by product category (spirits)

Product category Number of Glgprotected in Mexico

Fruit spirits 62
Grape mark spirits 38
Wine spirits 37


https://www.trademap.org/
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Product category Number of Glgprotected in Mexico

Liqueur 25
Flavoured spirit drinks
Ciderspirits & perry spirits
Brandy

Rum

Whisky

Spirit drinks

Grain spirits

Gentian spirits

Vodka

Fruit spirit drinks

=
~

NN WWSS OO N 00O

Surce:AGREEMENT between the European Community and the United Mexican States on the mutual recognition
and protection of designations for spirit drinkgtps://eur-lex.europa.eu/resource.html?uri=cellar:30da3bk97
660b-4c8£8822-4e0c3cda302c.0004.02/DOC_2&format=PDF

Note: someoverlap in products means the sum of these numbers exceeds the number presented in the text above.

5.2.3.4 Main competi tors

Asdescribedin sections5.2.3.1, Mexicda R2YSadA O LINE R didge gt yocuged ond LIA NR G
agavebased spiritsAt the same time, theolume ofUSexports towards Mexico lebeenexponentially

growing in 2012017, thanks to the implementation of the NAFTA, whic
haseliminated import tariffs ormostUS products.

Ly GSN¥a 27F 02 YLInReeldthe spitits Ndnipétitived
landscape was dominated by multinational companies and strong
domestic playersCas Cuervq the leading producer and distributor of
tequila in the countryheld al3%market share. @ achieve this goalhe
company hasargely diversified its portfolio, offeringpme d the leading
brands in othesegmentssuch as Oso Negro (gin and vodka), Matusale
Kraken and Ron Castillo (rijramong several others. Over the next years
Casa Cuervo is expected ¢ontinue to performwell in the Mexican
market Diageo, Grupo Coronand Bacardi y Sia ar¢her largeplayers
that have been growing in importance time Mexicanspiritsmarket.

......

Finally, it should be noted that some spirits (including Gl ones) have been the target of IPR infringement
in recent years. Counterfeiters hagenerally targeted certain brands of tequila, whisky, cognac and rum.
The counterfeit drinks are generally sold at large cp@mmarkets at half the price of the original product.
Such markets are particularly common in Mexico City, the state of Meméttha state of Jalisco. Recently
actions have been taken by both the authorities and the industry to counter this. On the side of the
authorities, thepunishment for such infringement has been greatly increased while on the industry side,
QR codes have ke widely introduced to facilitate the tracing of bottles.


https://eur-lex.europa.eu/resource.html?uri=cellar:30da3b97-660b-4c8f-8822-4e0c3cda302c.0004.02/DOC_2&format=PDF
https://eur-lex.europa.eu/resource.html?uri=cellar:30da3b97-660b-4c8f-8822-4e0c3cda302c.0004.02/DOC_2&format=PDF
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5.2.4 Specific market entry requirements

Market Access and Entry

As reported in sectiod.2.1, spirits producers should register to tiexican Register of Importers
Furthermore, products must comply with tli@deral Law of Metrology and Normalisatitime NOM120-
SSA11994, as well as the General Health Law (see sedtidd). In terms of tariffs, almosall European
productscurrently have dutyfree access to thdlexicanmarket, with the exception of rum (20%pr
which a TRQ is being introduced in thdated EUMexico EPA

Detailed information on import duties and Rules of Origin can be consultedtmEuropean
Commission website:
http://madb.europa.eu/madb/at DutyOverviewPubli.htm?countries=MX&hscode=2208

Customs procedures
A list ofstandard documents ragjred for imporing spirits into Mexico is presented in sectidr2.1
Furthermore, further documents may be required for custom clearance of certain spirits:
1 A document confirming that importers have registeredlaporters of Alcohol and Alcoholic
Beveragesvith the Tax Administration Service;
1 A sanitary licence (only required for aquavit, HS c2288.90.0];
1 Sanitary Import Permit for Medicines and Other HedXblated Productgfonly required for
aquavit, HS cod2208.90.0).

Any other up to dateinformation on appropriate documents concerning customs procedures cg
be consulted on European Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpulhi.htm?countries=MX&hscode=2208

SPS measures

All sanitary and Phytosanitammeasures concerninthe import of spiritsinto Mexicoare in line with
international standards

Up to date information on appropriate documents concerning SPS measures:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscod@208

Labelling

As described in more detail in sectid?.3 (see in particulaiTable4-1), spirits must comply witlthe
specific labelling rules concerning alcoholic beveraggtout inNorma Oficial Mexican&42, or NOM
142-SSA1/SCR014 andNorma Oficial Mexican®99, or NOM199- SCFR017.


http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=2208
http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=2208
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5.2.5 Distribution

In Mexico, spirits argenerallydistributed through offtrade channelsr(early 7446 in terms of volumge
While ontrade channels are more important for liqueurs (46% of total shjegolumg, whiskies (38%),
and white spirits (35%) distribution, they are less relevant for brandy and cognac12%)

As outlined in Figure5-11, the main off-trade distribution channel forspirits in Mexico are grocery
retailers. Of thesein 2017the majority were food/ drink/ tobacco specialistd7(246) hypermarkets
(19%),followed bysupermarketsdiscounters, and small grocery retaild28.4%). Unlike food/ drink/

tobacco specialistand other grocery retailers, hypermarketscordedthe fastest growindrend in the

last year(+0.6%).

Figure5-11: Distribution channel overview of spiritshtexico(2017) off trade volume
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Source: Euromonitor Internationahlcoholic Drinks, 2018

5.2.6 Challenges for EU products

Although EU companies are strong players in the Mexican spirits market, domestic production and
international competitorsconfront Europeamew importers with a significanthallenge.n particular,
European exportersnay face direct competitionfrom US spirits companigsvhichalsohave duty free

108 Eyromonitor International: Alcoholic Drinks, 2018
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access to the Mexican market) in the types of spirits they expsriyell aglirect or indirectcompetition
from multinational companies with well-establishedpresence irthe country.

Market Takeaway: Spirits

Consumption:Rising consumption of spirits and spreading cocktail culture among young people and.w
Focus on premiumisation among uppecome consumers.

Competition:Large domestic production efjavebased spirits; US strong competitors facilitated by e
access under NAFTA; Multinationals owe large market shares.

Distribution: Mostly off-trade; and spirits are mainly distributed througpecialist shops.

ChallengesStrong domestic production that may increasingly enter into more direct competition.
Opportunities:A shift towards premiumisation, as well as a more frequent consumpfialtoholic beverages‘
especially among women and young people.
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5.3 Dairy

5.3.1 SWOT analysis

- Strong presence of
domestic manufacturers
on the market

- High competition from
foreign competitors
(UsA)

- Dairy products as a
traditional part of
Mexican diet

-Growing number of
dairy consumers in
several segments
(cheese, yoghurts)

- EUMexico Trade
Agreement to faciliatte
trade relations, applying
also to dairy market

- Possible impact of

future FTAs with other
- Consumption expected countries
to grow further in
several segments

(cheese for instance)

5.3.2 Consumption
5.3.2.1 Evolution of consumption

The dairy categdes in Mexico have evolved differently in recent years, with some growing while others
shrank Neverthelessall segments are expected to note a positive growth in terms of retail value over
the forecast periodKigure5-12).

In terms of retail value, cheese remains thedagt category on the Mexican dairy market, after strong
growth between 2012 and 2017 4.5% per year. Moreover, this segment is predicted to grow further
over the forecast period 5.5% per year. Drinking milk products, the second biggest category, on the
other hand, noted a decrease in its market size (retail value wise) in year2R0¥2however is projected

to record an increase of 4.2% per year in next years.

Yoghurt and sour milk products, much smaller in market size than two previously mentiateggiges,

noted a positive growth in recent years (0.6% per year) and is expected to grow by 4.8% pEtlyear.
dairy products, such as desserts, coffee whiteners or condensed milk protkerinking milk products,

have decreased in its market simeyears 20122017, however are predicted to record posite@mpound
annual growth rate CAGRin next yearsAs is the case with yoghurtdhhd market size of butter and
margarinedeclinedbetween 2012 and 2017 (in terms of retail value) and is expetctetbte a growth

over the forecast period. Infant formula has been on steady rise since 2012 and its growth is projected to
accelerate in next years (4.5% per year).
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Figure5-12: Evolution and forecast of dg market (000 tonnes) iMexicq retail value 2012022
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5.3.2.2 Consumer profile and purchase criteria

Consumers
The Mexicandiet has included dairy products since centuries, in particular milk and cheese. They
constitute a staple food, complementing dishes (like cheese) or treated as a separate meal or a snack.
While there arenumerous categories within the dairy markdgiry marlet, some overarching categories
of consumer can be identified:
9 Health conscious consumers who exercise regulathese consumers look for dairy products
that deliver energy and high protein content.
9 Parents theselook for convenient and affordable prodts such as flavoured milk drinks and
@23KdzNII 6KAOK Oly 06S AyOfdzRSR Ay GKSANI {ARaAQ f
1 Young adultsthese consumers prefer convenient products that can be stored and carried around
easily. Examples include convenient formaitsnilk products.
1 Seniors taste, ease of serving, and affordability are the main purchase criteria for older
consumers.
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More detail on consumers by dairy product category are provided biéfow
9 Drinking milk productsMexican consumers are

accustomed tadrink large portions of milk daily.
Both fresh milk as well as shelf stable ar
perceived positively, however shelf stable
products have been chosen more often due to
their convenienceadded value connected to
storing. Drinking milk products are also vefien
a subject of social campaigns, focused o
delivering milk products with significantly lower
price to children, elderly or chronically ill people and less developed regions of the country
(LICONSA).

Yoghurtsperceived as a valid protein source; usyi@bnsumed with extra toppings such as nuts,
seedsgranola,chocolate etc. In general, Greek yoghurts are perceived healthier and tastier than
others, which effectively brought high availability of such products on the market. Consumers in
Mexico find ceamy yoghurts much more appealing.

Cheesevery popular and widely used in Mexico, with traditional domestic products dominating
the market (Fresco, Panelapble CremaDaxaca, Mexican Manchegad Amarillo among many
others). Mexican consumers appreciate fresh, white cheeses, with mild, smooth and creamy
textures. It is also common for Mexicans to use cheeses in their dishes in melgadgratin
forms!'’®, However higiincome consumers have stad to shift towards hard aged cheeses as
well. Furthermore, in recent years, pmackaged cheese noted a significant increase in sales, as
consumers seem to shift towards mecenvenient products. The market for cheese in Mexico
has been continuously gramg due to influx of new cheese varieties from both domestic and
foreign producersThe EU cheeses that are already on the market enjoy a positive image.

Butter and margarine:consumers in Mexico perceive butter much healthier than margarine,
which in geeral is regarded as a source of unhealthy saturated fats. Moreover, regardless to
higher calories intake, butter is preferred due to the fact that butter is produced with real milk,
which carries nutritional value. However, the price of margarine remainshnower.

Other dairy:cream, condensed milk arfdomage fraislead the sales in other dairy segment, as
they have had their use in Mexican cuisine since long time. Mexican consumers often choose
these products to prepare favourite dish or dessert. Du¢h fact that the category has been
rather mature, domestic producers have introduced many innovations relating to protein content
or organic products.

109 Eyramonitor International Packaged Food, 2018

110

The Cheese Market in Mexico;

http://media.firabcn.es/content/T703018/docs/2018EXPOANTAD&EALIMENTARIAMEXICO_DairySector.pdf
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Sales ofrifant formula in Mexico has been on steady growth, as the number of mothers feeding their
babies with baby food is increasing. In 2015, Mexican authorities banned free formula fdyanew at
hospitals'?, nevertheless the incidence of feeding with infant formula is on rise due to higher number of
women joining the workforce, thus they tend toroplement or replace breastfeeding with baby food.

Drivers and method of consumption

Dairy consumption is mainly driven by Mexican dietary habits, where milk or cheese is often indispensable
in daily consumption patterns. Moreover, consumers in Mexiccelelthat certain dairy products carry
additional health added value, such as drinking milk. Another driven impacting dairy consumptionis price
consciousnesg many consumers tend to base their purchases on pricing, often choosing cheaper
products.

In terms of method of consumption, in general, Mexisamainly base their consumption on drinking milk
products and cheese. Whereas the first is usually consumed in the form of drinking beverage, the latter is
commonly used in Mexican dishes, very often in thedted form.There is also some knowledge of certain
European cheeses and their usage / pairings, most notably brie, camembert, mozzarella, and parmesan;
though these cheeses are generally considered premiQther products, such as cream, butttgmage

fraisor yoghurts find their use in meal preparations or snacking/desserts.

Purchase criteria

Mexican consumers tend torimarilyo & S G KSA NJ LIzZNOKI aSa 2y Gg2 FIl OG2
the cuisine or broadly speakingits applicability to Meican dietary habits. Therefore, drinking milk
purchaseg; regarded as a staple, are based on pricing, whereas type of cheese is chosen based not only

on its price, but also on its use in Mexican disbeknowledge of how the cheese is used/ paired
Additionally, purchases of some products, such as yoghurts or cream, are based on their flavour and
texture.

In addition to the two key criteria identified above, the health qualities of dairy products may influence
O 2 y & dzY S NIDEhe rtiit®ralCpEopetes of dairy products are often advertised (vitamins and
calcium for products targeting children; protein and energy for those targeting adiMis$t large
companies also sell a range of low fat and lactose free products which target the segments idt@reste
these gqualities.

5.3.2.3 Recent market trends

The latest market trends relate to higher availability of foreign products on the Mexican market as well as
certain innovations introduced by domestic producers to already mature market. Due to influx of different
varieties of cheese, there has been a tendy to look for new products, although mainly in the high
income consumers group.

111 Mexico Bans Free Baby Formula for Newborns at Hosgliti#ls//time.com/3993859/mexicebaby-formula/



http://time.com/3993859/mexico-baby-formula/

92| Page Mexico¢ Market Entry handbook

As mentioned in sectiorb.3.2.2 Mexican consumaer perceive

drinking milk praucts as an important ingredient of their daily diet.

Recently, some products 6 St f SR 4 aO2 Yy SR RI ;
received controversy over theiuse of nonrdairy components

combined with dairy ingredientsThis segment has performed very

well, mosty due to affordable prices of productspwever,somepure

dairy producers have raised the issue of misleading packaging issues

In other categories, Greek yoghurt has been receiving continuous popularity, as consumers appreciate its
taste and texture asvell as regard these yoghurts as healthier options than other products. Moreover,
butter has regained its popularity over margarine, which lately has been regarded as a source of unhealthy
saturated fats, whereas butter, despite its caloric intake, i€pimed much healthier.

5.3.3 Offer
5.3.3.1 Domestic production

Domestic production of milk products has been on continuous rise, however it is not sufficient to meet
domestic demand, especially in few segments, such as fluid milk. Currently, the Government of Mexico
introduced several initiatives aiming at improving herd genetics and effectively boosting milk conversion
ratio*2 In order to supplement domestic production, Mexico not only imports ready product from foreign
country, but also puigemphasis on importing dai cows, mainly from the US and Canada. Howeher,
headcountof imported cows has remained relatively stable in the last three years. Moreover, improving
milk quality has been one of the flagship initiatives undertaken by the authorities, supportingssaial
producers and addressing cold chain facilities etc.

Cheese production in Mexico has been expanding and currently includes several types of Mexican cheese,
however production of Fresco, Doble Crema, Panela and Amarillo dominate the prodticApat from

commercial production, in Mexico cheese production also takes place at the household level, especially

AY NHzNF £ LI NIa 2F GKS O2dzyiNEd aSEAO2Q& 06dzi G SNJI LIN
is also satisfied by large imports of theoduct.

112 Mexico, Dairy and Products SeAmnual, New Trade Agreements with the Potential to Diversify Dairy;
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Dairy%20and%20Products%20Semi

annual Mexico%20City Mexico-18-2018.pdf

113 Mexico, Dairy and Products SeAmnual, New Trade Agreements with the Potential to Diversify Dairy;
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Dairy%20and%20Products%20Semi

annual Mexico%20City Mexico-18-2018.pdf



https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Dairy%20and%20Products%20Semi-annual_Mexico%20City_Mexico_5-18-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Dairy%20and%20Products%20Semi-annual_Mexico%20City_Mexico_5-18-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Dairy%20and%20Products%20Semi-annual_Mexico%20City_Mexico_5-18-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Dairy%20and%20Products%20Semi-annual_Mexico%20City_Mexico_5-18-2018.pdf
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Figure5-13: Cheese production in Mexico, by type (2017)
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Source: Agra Ceas based on USDA Gain Report and SIAP
Note: Manchego refers to Mexican Manchego

5.3.3.2 Imports and exports

As seen irFigure5-14, Mexican imports of dairy products significantly exceed exports volume. After a
period of growth between 2014 and 2016, in 2017, import volumes have desdessweetened milk,
despite the drop in 2017, constitutes the largest part of imports, followed by cheese and whey, which
imported volumes have stayed relatively stable.

Mexico imports dairy products almost exclusively from the United States, whiclrscovajority of
imported volume across different dairy categories, except butter. In this case, majority of imported butter
comes from New Zealand. In terms of cheese imports, the US remains the soajme however
countries such as the Netherlands, Chileuguay and New Zealand are also among importers of cheese
to Mexico Figure5-15).
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Figure5-14: Trade balance (impts and exports) of dairy in Mexico, 2013; tonnes
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https://www.trademap.org/
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Figure5-15: Mexicanimports ofdifferentdairy categoriesby country, 2013.7; tonnes
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0405 Butter/dairy spreads 0406 Cheese
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5.3.3.3 EU Gl products

As identified in sectiod.2.4on protection EU GI products, under the new-KEExico Trade Agreement,
340 products are set to be protected on the markehe following dairy products havmen included in
the list

Tiroler Almkase; Tiroler Alpkase (Austria)
Tiroler Bergk&séAustria)

Tiroler Grauk&séAustria)

Vorarlberger AlpkasgAustria)
Vorarlberger Bergkas@ustria)

. SdZNNB RBelgN®B Sy y S
Fromage de Herv@Belgium)
Danablu(Denmak)

Esrom(Denmark)

AbondancgFrance)

Beaufort(France)

Bleu d'AuvergnéFrance)

Brie de MeauxXFrance)

Camembert de Normandi@rance)
Cantal / fourme de Cantal / cantalet (France)
Chabichou du Poito(France)
Comté(France)

Crottin de ChavignolChavignol (France)
Emmental de Savoigrance)
Epoisse¢France)

C2 dzNXY'S RREdneep S NI
Gruyeére(France)

Maroilles / MarollegFrance)

Morbier (France)

Munster; MunsterGéromé(France)
Neufchéatel(France)

Pontf Q; G(Erinde$

Reblochon; Reblochon &avoie (France)
Roquefort(France)
SaintNectaire(France)

Tomme de Savoi@-rance)

=4 =4 =4 =4 4 —f -8 A A of of o of A oa oA oaCA Ao CaCCaoaCaaoaoa oa

m- hitw h o . .GreécB NI GASNF YNARGAAQ
rh>w’” " dGrekcd & SN 0
rs.h< a7 hjtw”h Gyeé®TI £ 23INF OASNI O
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rhaA” 7' o@réeye2 dzNA U

uw _h  6GBdel 0

Asiagq(ltaly)

Fontina(ltaly)

Gorgonzoldltaly)

Grana Padandtaly)

Mozzarella di Bufala Campana (ltaly)
Parmigiano Reggiar{ttaly)

Pecorino Roman(taly)

Provolone Valpadan@taly)

Taleggiq(taly)

Edam HollandThe Netherlands)

Gouda HollandThe Netherlands)
Hdlandse Geitenkaa@he Netherlands)
Queijo S. Jorg@Portugal)

Queijo Serra da Estrela (Portugal)
Queijos da Beira Baixa (Queijo de Castelo BraDuaeijo Amarelo da Beira Baixa, Queijo Picante
da Beira Baixa) Portugal

¢St SYSI REomanmNy So6 G A
CabralegSpain)

IdiazabalSpain)

Mahén-Menorca(Spain))

Queso Mancheg(Spain)'

Queso Tetilla / Queixo Tetilla (Spain)
White Stilton cheese; Blue Stilton chedkmited Kingdom)

= =4 =4 =4 A -a - A o oaoa o oa oo g

=A =4 =4 4 4 -4 A

With regards tothe cheeseManchegq there is a specific situatiorelating to the use of the name.

Manchego has long been produced in Mexico, but with different characteristics from the Manchego

LINE RdZOSR AY { LI AYT aSEAOLY alyOKS3a2 A& YIRS TNRY
milk-based Spanish Manchego. lewiof this specific situation, it has been agreed that both the Spanish

and Mexican cheeses can use the name Manchego, but there are restrictions on the characteristics. For
SEI YLX ST GKS aSEAOlIY al yOKS3I2 Ydzail afishonemStbed N2Y O
YIRS FNRBY &aKSSLIQ& YAft]l® hyte {LIYyAaAK alyokKS3Iz2 Yl
indications linking the origin to Spain.

The use of certain components of Gameson non-EUcheesein Mexico and the agreement on names
usage under the USMCA agreement

114 Please consult th paragraph below the list regarding Manchego cheese.
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It should be noted that certain elements of GI names or names related to EU cheeses without Gl protection
can be found on cheese on the market in Mexico (and the neighbouring Uniteeb)Stas part of the
updated trade agreement between the US, Mexico and Canada (the USMCA) a side letter setting out
individual terms which could be used on cheeses without leading to restrictions on access for US products
was agreed. This includes tersisch asbrie; camembert; cheddar; edam; gouda; mozzarella; and ricotta
While this agreement permits the use of these fragments on US cheeses, it should not impact the
protection foreseen under the EMexico Trade agreement for Gls containing one of thtesms as part
of its name (e.gCamembert de Normandie

The full letter with all identified terms can be found here:
https://jusmundi.com/document/pdf/Treaty/USMGR05/en

5.3.3.4 Main competitors

Sectionb.3.3.1outlined that domestic production of dairy products in Mexico is expanding and that there
are few major producers on the market. In caselif@se Sigma Alimentos leads to the market, offering
vast array of cheese varieties, followed by Grupo Lala. On the other hand, when it comes to drinking milk
products, Grupo Lala has been considerably ahead of other competitors due talevelbped
distribution network and national coverage. Moreover, the same company leads the market for yoghurts,
also due to managing distribution of Nestle brands, however has been closely followed by Danone de
Mexico. Furthermore, ACH foods is the largest producer aebufollowed by Cremeria Americanand

Nestle Mexico leads to market for other dairy products, especially in condensed milk segment, whereas
Grupo Lala has a strong presence in the market for sour cream.

Given that demand is not entirely covered by domestic products (sebti®3.2, Mexico imports dairy
products from abroad. The major importer remains the Unit8thtes, leading in almost all dairy
categories, expect butter, where New Zealand has the strongest presence.

5.3.4 Specific market entry requirements

Market Access and Entry
Imported dairy products are subject of market entry requirements set out in the Géhtalth Lavas
described in sectioA.2.1

Customs procedures

A list of standard documents as well as the overview of the procedure is presented in skatibrit
should be noted though that importing daipyoducts might require providing additional documentation
concerning the Animal Health Law and Zoosanitary Requirements Module.

SPS measures

Importation of dairy products to Mexico requieed S 2 F R20dzySyda G2 06S RStAQ

safetyand quality.


https://jusmundi.com/document/pdf/Treaty/USMCA-205/en
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Sanitary Licence

Application Sheet for Zoosanitary Requirements

Sanitary Import Permit for Products Subject to Sanitary Surveillance
Import Certificate for Live Animals and Animal Products

Veterinary Health Certificate for Animal Products

Cettificate of Analysis

Free Sale Certificate

=A =4 =4 =4 4 -8 -4

In addition, some products (e.g. HS code Q4BMH might require also Advance Import PertiitPlease
see sectiorb.12.4for more information onthe new pre-listing system which will should facilitate the
export process.

Up to date information on appropriate documents concerning SPS measacagsbe consulted on
European Commission websitéttp://madb.europa.eu/madb/indexPubli.htm

Labelling
As described in sectioh2.3 the labelling of imported producis set out byNorma Oficial Mexicana 051
legislation. However, in case of dairy products, another specific law applies:

1 NORMA Oficial Mexicana NGM3-SSA201016

5.3.5 Distribution

There are two retail channels important for dairy products distribution: modern grocery retailers and
traditional grocery retailersHigure5-16). In 2017, the latter channel had above 50% of shares, in terms

of retail value¢ mainly due to involvement of independent small grocers (45%), where Mexican
consumers very often purchase daiWithin modern grocery retailers, discounters accounted for the
highest share (12% in terms of value share). Consumers in Mexico make their purchases also in
hypermarkets and supermarkets (above 11% and nearly 10% in terms of retail value respexti/édgp

in convenience stores. Lastly, some consumers choose direct sales, when it comes to dairy products
(above 2.5% in terms of retail value).

Infant formula, as presented iRigure5-17, is distributed through three main distribution channels:
modern and traditional grocery retailers and health and beauty specialists. The first group amount to the
largest share (in terms of retail value), followed by health aralibe specialists and traditional retailers.
Interestingly enough, infant formula, like other dairy categariepurchased more often in discounters
than in hypermarkets or supermarkets.

115 hitp://madb.europa.eu/madb/viewPagelFPubli.htm?doc=p_i_imp&hscode=0402&countryid=MX

118 NORMA OficiaMexicana NOM243-SSA12010, Productos y servicios. Leche, férmula lactea, producto lacteo
combinado y derivados lacteos. Disposiciones y especificaciones sanitarias. Métodos de prueba;
http://dof.gob.mx/normasOficiales/4156/salud2a/salud2a.htm



http://madb.europa.eu/madb/viewPageIFPubli.htm?doc=p_i_imp&hscode=0402&countryid=MX
http://dof.gob.mx/normasOficiales/4156/salud2a/salud2a.htm
http://madb.europa.eu/madb/indexPubli.htm
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Figure5-17: Distribution channel overview of infant formula productMiexico(2017)
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5.3.6 Challenges for EU products

The main challenge for EU producers planning to export dairy products to Mexietated tofierce
competition on the market, where domestic manufacturers often have national coverage and well
developed distribution network. As detailed in previous sections, the demand for dairy products is high
and any gaps are filled with imported products,intafrom the USA, which has the largest share of import
volumes across all dairy categories, except butter, where New Zealand is the major importer.

Market Takeaway: Dairy

ConsumptionConsumption of dairy products the rise, especially the consunagpt of cheese and yoghurts.
Competition: Strong presence of domestic producers on the market. USA as major importer of dairy across ¢
categories except butter, which in majority comes from New Zealand.

Distribution: Dairy products are in vast majority distributed through stbesed retailerswith similar shares on moder
and traditional grocery retailers. Significant share, in terms of retail value, of discounters.

ChallengesHigh competition from both domestic afmreign producers, lengthy procedures concerning import pern
Opportunities:EUMexico Trade Agreement to facilitate trade relations, consumption projected to grow in next y
especially in the segment of cheese in which EU products already hawd eegutation.
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5.4 Olive oll

5.4.1 SWOT analysis

- European countries
dominate the Mexican
olive oil market

- European olive oil is
regarded as a higkend
product

- Growing demand for
virgin and extravirgin
olive oil among upper
income consumers

- Strong appeal of olive
oil due to its health
properties

5.4.2 Consumption

5.4.2.1 Evolution of consumption

Mexico¢ Market Entry handbook

- Most consumers are
mainly aware of the
old/raw use of olive oil

- Consumers are largely
priced out of the olive ol
market.

- Other edible oils are
cheaper in Mexico and
thus preferred for

cooking.

- Possible risk of price
competition from other
countries for the "bulk"
market,

Consumption of olive oil is relatively lomwMexicq asthere is not a culture of olive aind the product is
usuallymarketedat very high prices. Nonethelesss @utlined in Figure5-18, consumption levels have

beengrowingsince 2012 and are projected to further rise in the coming years. Total consumption grew

from 12.7million litres in 2012 td.4.1million litres in 2017 and is set to achiel@ 5million litres in 2022.
Per capita consumption was ovedQlitres in 2017 and is foreseen stightlygrow over the next years,
reaching0.13litres in 2022. Olive oil, in partitar the virgin and extra virgin quality, is indeed benefitting
from its reputation ofhigh-quality product, especially among more heallware consumers.
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Figure5-18: Evolution and forecast afiarket for olive oi(size;million litres) and olive oil consumption per capita, 2@022
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Source: Euromonitor InternationaPackaged Food, 2018
Note: figures for 208 to 2022 based on forecasts

5.4.2.2 Consumer profile and purchase criteria

Mexican culinaryradition provides for the use of vegetable oils, which are available in large quantities
and affordable prices in Mexico. Contrarily, olive oil is pricey in the Mexican market. For this reason, the
average Mexican consumers isittier educatedin or accistomed tothe use of olive oil. Nonetheless,
olive oil popularity is growing among a niche of uppgrome consumers, who purchase virgin and extra
virgin olive oil that enjoy a reputation of healthy products.

Consumers

Qlive oil purchasesra mostlydrivenby middle and uppeimcome consumers, as well as expatriates from
Spainor Spanish descentsith a high purchasing powe®live oil is indeed perceived as a vasalthy
product, but expensive, as the price of olive oil canteafold higher thansome vegetable oilsMost
notabyz S E (i NJ 1 @ gubliiesgfijoyzhe repitatiorsbfinatural, healthy product with properties
that are beneficial for human health, a factor that has boosted its consumption.

Nonetheless,n recent yearsconsumptionhas keen positively affected by some factors, such as the
widespread of French, Italian and Spanisstaurantsthe growing popularity of thiMediterranean diet,

as well as the strong touristic industry

Drivers and method of consumption
Currently, a niche of consumers purchases olive oil mos
because of ithealthy propertiecompared withother edible oils
In the Mexican market both virgin olive oil and other types o
olive oil areavailable althoughconsumers are usually confused
about the difference between them.

Olive oil is mosthknown for its cold/raw use; olive oil is indeed >
mostlyused as a salad dressing, as more affordable vegetable Gy
are available for cooking purposednlike Mediterranean '
countries,Mexican consumerglo not have aulture of olive oil
usage for cookingln view of the limited culture of olive oil usage and the common methods of
consumption outlined above, a notable amount of olive oil is consumed through the food service sector.
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Purchase criteria
Consimption of edible oils isimited by price. For this reason, only highacome consumersend to
purchase olive oil, which is a niche product on the Mexican mérket

Two broad markets for olive oil consumption can be identified with differing characteristics. On one hand,
there is the more boutique market focusing on high quatitpducts, which may be found in gourmet
shops and some supermarkets. On the other han§, iS5 A a GKS FIF a0SNJ Y2O0Ay3
larger volumes and for which low price is important. While supermarket private brands play an important
role in distribution for this second market, the end user is often the food service sector (whoundyi$
product in volume from supermarketsy.

5.4.2.3 Recent market trends

Consumption of olive oil, although very low, recorde@.#46 annual growth between 2012 and 2017.
Furthermore,in the coming years, yearly consumption is segjtow faster, at a 3.2% anal rate, driven

by the increasingly larger number of middieome consumers who are more and more headtimscious.

For these reasons, the volume of olive oil consumed in Mexico is expected to achieve 16.5 million litres,
growing by 17%ompared to the R17 level&™.

5.4.3 Offer
5.4.3.1 Domestic production

Domestic production of olive oil is negligible. féw
domestic producers areoncentratedin the area of Baja
California, butproduce small volumes, which are usually
intended for consumption in themere region Olive oil
production is hampered bghe climate, theunsuitability of
crops and the presence of pests, among others.
NonethelessMexicois a great producer of other types of
vegetable oils, such as safflower, sunflower, soybean, turnip
or maize as well a other types of edible oils and

mixtures?.

1I7E]l Mercado de Aceite de Oliva en Méxictp://www.sbntrade.com/?p=544&lang=es
118 http://www.agro-alimentarias.coop/ficheros/doc/05567.PDF
https://www.odepa.gob.cl/odepaweb/publicacionesiit/4686.pdf

119 Euromonitor International: Packaged Food, 2018

120E| Mercado de Aceite de Oliva en Méxictip://www.sbntrade.com/?p=544&lang=es

(@]}


http://www.sbntrade.com/?p=544&lang=es
http://www.agro-alimentarias.coop/ficheros/doc/05567.PDF
https://www.odepa.gob.cl/odepaweb/publicaciones/doc/4686.pdf
http://www.sbntrade.com/?p=544&lang=es
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5.4.3.2 Imports and exports

As domestic production is almost inexistent, imports of olive oil largely exceed exports of this product, as
indicated inFigure5-19. Imports volume have started slightly dropping in the last two years, mainly due
to the lower levels of production in some major exporting markets.

As indicated irFigure5-20, with 12 475 tomes Spain was the leading supplier of olive oil to the Mexico
in terms of volume, accounting for 87% of total Mexican imports of olive oil in 2017. Italy follevitbd
1 304 tonnes, or 9% of the total Mexican imports.

Figure5-19: Trade balance (imports and exports) of olive dilléxicq 20132017; tonnes
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10,000

positive; exported = negative)

8,000
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volume tonnes (imported
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SourceTrade Map, International Trade Centrettps://www.trademap.org/Data for CN code 1509
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Figure5-20: Mexicanimports of olive oil by country, 202917; tonnes
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Due to the high volume exported, Spanish oliven@kvalued EUR 51 million, wésvis EUR 1.3 million
recorded by Italian export#\s indicated irfFigure5-21, the unit value of Spanish olive aisson the rise,
growing from2 745 EUR/tonne in 204, to 4084 EUR/tonne in 2017. The value of Italian olive oil, on the
contrary, has started dropping afté015, down to 5013 EUR/tonne. Nonetheless, unlike Spanish exports,
Italian ones continue to have a higher per unit value compareti¢caverage unit value of all olive oils
imported intoMexico(2 516 EUR/tonne).


https://www.trademap.org/
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Figure5-21: Per unit value dfiexicanimports of olive oil for selectembuntries 20132017 (EUR per tonne)
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SourceTrade Map, International Trade Centrettps://www.trademap.org/Data for CN cod&509
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5.4.3.3 EU GI products

As reported in sectiod.2.4 under the modernised EMexico Trade Agreement, several products are set
to be recognised as Geographical Intimas in Mexico, includin@9 olive oil products from Spain (12),
Greece (8)Portugal (6), Italy (2), and France (Ihese are:

Huile d'olive de Haut&®rovence France
[ h < h XKalarfhata)} Greece
- <. >0MmA}f . A (Kolymvari Chanion Kritisireece
h ¢ . (hakdnia) Greece
w ol r . " {Lesvds / Mytiliniy Greece
1T BT Y < “(Lygourio Asklipiiow)Greece
B yEf h ¢ <" " (Peza Irakliou Kritis\Greece
1" g Pt 7™ (Sitia Lasithiou Kritis)Greece
LN At A" (Chania Kritis) Greece
Aprutino Pescareseltaly
Toscang ltaly
Azeite de Moura Portugal
Azeite do Alentejo InteriorPortugal
Azeites da Beira Interior (Azeite da Beira Alta, Azeite da Beira BRixajgal
Azeite de TrassMontes- Portugal
Azites do Norte AlentejanePortugal
Azeites do RibatejoPortugal
Aceite del Baix Ebsglontsia; Oli del Baix EbreMontsi&pain
Aceite del Bajo Arag6iSpain
Antequera- Spain
Baena Spain
Estepa Spain
Les GarriguesSpain
Priego de CérdobaSpain
Sierra de CadizSpain
Sierra de CazorleSpain
Sierra de SeguraSpain
Sierra Magina Spain
Siurana Spain

—_— e~~~
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5.4.3.4 Main competitors

As indicated in sectioBb.4.3.2 European countries lead exports of olive oil to Mexico. Although United
States imports are on the rise, they account for less than 1% of all Mexican imports by volume.
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5.4.4 Specific market entry requirements

Market Access and Entry

As described in sectiof.2.1, olive oil producers should register to the Mexican Register of Importers.
Furthermore, products must comply with the Federal Law of Metrology and Normatfisétte NOM120-
SSA11994, as well as the General Health Law (see sedtihg).

European productare currentlyadvantaged in terms of market access, as tipeaducts do not face any
import duty.

Detailed information on import duties and Rules of Origin can be consulted on the Europear
Commission website:
http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=1509

Customs procedures
A list ofstandard documents ragjred for import olive oil into Mexico is presented in sectibf.l

Any other up to date information on appropriate documentncerning customs procedures can |
consulted on European Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1509

SPS measures
All sanitary and Phytosanitameasures concerninthe import of olive oilinto Mexicoare in line with
international standards

Up to date information on appropriate documents concerning SPS measures:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1509

Labelling
As described in more detail in sectiér2.3 importedolive oilmust comply with the spedif labelling rules
set out in Norma Oficial Mexicai®1, or NOM051- SCFI/SSA2010

5.4.5 Distribution

Asoutlined inFigureb-22, distribution of edible oilgincluding olive oil)n Mexico entirelyrelies on store

based retailing, specifically grocery retailers (97%). Of these, in 2017 over half were traditiona} groce
retailers, especially independent small grocers, while 45% were modern grocery retailers, mostly
hypermarkets (17.9%), discounters (12.7%) and supermarkets.(#Ho¥%¢ver, as seen in sectiém.2.2

in the specific case of olive oil, more specialist gourmet shops are important for higher quality products;
and the food service channel ultimately plays an important role in overall olive oil consumption.


http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=1509
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Figure5-22: Distribution channels overvieod edible oils(including oliveil) inMexico(2017) retail value
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5.4.6 Challenges for EU products

Although Spanish and Italian companies are responsible for almost all exports of olive oil into Mexico, the
average locatonsumer is not educatesh the use of this product. Most consumers are indeed not aware

of the possible use of olive oil for cookjrmmd merely recognise it as a salad dressiifte main reason is

that Mexico is a heavy producer of other vegetable oils, whichnamee commonly usedn Mexican
cuisine,as they areavailable at lower priceAlthough healthaware and uppefincome consumis are
increasingly purchasing olive oil, they represent a small niche.
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Market Takeaway: Olive oil

ConsumptionConsumption of higlquality olive oil, i.e. virgin and extra virgin qualities, is on the beemerely regards
a niche of upper income consumers.

Competition: The European companies dominate the olive oil market @8alpf the totaMexicanimportscomesfrom
non-EU countries). Domestic productiomégligible

Distribution: Overall, sore-based retail islominant. The food service channel is important for the ultimate distribu
of olive oil as a whole. Specialist gourmet shops are important for the boutique market.

Challenges Most Mexicanconsumers are merely aware of the use dfiraw olive oil, and mostly use other cheap
vegetable oils for cookinglany consumers are priced out of this market.

Opportunities:European olive oil has tariffee access to thexicanmarket and its popularity is constantly growin
driven bythe increasing interest in health issues.
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5.5 Processed fruit and vegetables

5.5.1 SWOT analysis

-Continuous demand for
processed fruit and
vegetablesmostly due

to convenienceadded
values.

- Consumption is
projected b keep the
upward trend

- EUMexico Trade
Agreement implications
on the market for
processed foods

5.5.2 Consumption

5.5.2.1 Evolution of consumption

Mexico¢ Market Entry handbook

- Strong presence of
domesic producers on
the market.

- Use of products in food
preparation a notable
driver and creates more
demand for certain
categories.

- Possible implications of
other free trade
agreement.

- Fierce competition

from domestic producers
in segments where they
have an establisehd

presence.

As presented irFigure5-23, the market for processed fruit and vegetable in Mexico has been on rise.
There have been two leading categorigshelf stable vegetables being the biggest in terms of market
size and frozemprocessed fruit and vegetables. The first segment rose steadily, noting 4.0% growth per
year and is predicted to continue this trend, whereas frozen fruit and vegetables grew by 2.4% CAGR,
however it is expected to pick up to 3.0% per year in next yéastly, shelf stable fruit products have
been on rise and are projected to keep the upward trend.
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Figure5-23: Evolution and forecast of processed fruit and vegetable market (000 tonnes) in Mexico, ltote 20122022
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5.5.2.2 Consumer profile and purchase criteria

Consumers

In spite of the fact that fresh fruit and vegetable are far more
popular than processed products, Mexican consumers
appreciate theprocessed version due to their convenience
added value. Many such products, especially shelf stable
vegetables, are commonly used during preparation of
various dishes, e.g. shelf stable beans. Therefore, products
used in chilli sauces, cooking sauces aiukigd products
have gained popularity>. Moreover, frozen processed fruit
and vegetables have been receiving more and more
attention more broadly, mainly due to their convenience, longer shelf life and shorter meal preparation.

Drivers and method of congnption

As mentioned above, processed fruit and vegetable products are used during meal preparation, which is
the key driver for consumption. This in turn impacts the popularity of types of processed fruit and (in
particular) vegetables consumed; for exadmpbeans andomatillos (green tomatoes in husks) are
particularly popular due to their use in several traditional Mexican recipes. In addition, such products are
in general perceived as healthier than most processed products, which may also be regasdédvar.

121 Eyromonitor International: Packaged Food, 2018
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Purchase criteria

Consumers in Mexico base their processed fruit and vegetables mainly on their convenience added value
when preparing meals. As noted above, functionality for the recipe is therefore a key purchase
consideration. Additiond/, features such as packaging, size of pouches/formats play a role, as consumers
seek for their products to stay fresh as long as they can. Lastly, Mexican consumers tend to -be price
sensitive and seek a good prigaality relationship for processed fruand vegetable products.

5.5.2.3 Recent market trends

Generally speaking, shelf stable products have been more popular than frozen fruit and vegetables, and
in recent years the demand for them has further accelerated. The latest trend in the market has concerned
packaging, which has become more sophisticated due to improved humidity for instance or facilitated
handling of the product. Moreover, some producers have decided to introduce smaller and revised
formats/pouches, as recently consumers have started to pagitgr attention to freshness of processed

fruit and vegetables products.

5.5.3 Offer
5.5.3.1 Domestic production

The market for processed fruit and vegetables in MexicQ
is rather divided into several major domestic producers
The biggest @hservas l&ostefig offersa wide range of

cooking sauces and various pickled products. Other loc
companies present on thenarket include Sabormex SA %
de CV, Herdez SAB de CV, Grorigofizadod.a Huerta

SA de CV and ConAgra Foods de Mexico among others.

5.5.3.2 Imports and exports

Identifying data on trade in processed fruit and vegetables is extremely complicated due to the mumbe
of different lines under which such products can be imported. Trade in processed fruit and vegetables
was captured in the data presented in sectidril.3.2on trade in fruit and vegetables as a whaokes

noted above, the market is anyhow mainly supplied by domestic producers.

5.5.3.3 EU Gl products

As identified in sectiod.2.40n protection EU Gl products, under the new-KExico Trade Agreement,
340 products are set to be protected on the market. The following processed fruit and vegetable products
have been inclded in the list:

9 Steirischer KrefAustria)

1 Pruneaux d'Agen ; Pruneaux d'Agenauits (France)



116| Page Mexico¢ Market Entry handbook

T n<f h<h >(ElakKalamatag)Greece)
T [~ hasowh < ¢ (Prasinés Elies Chalkidilgspreece
1 Magiun de prune Topoloveni (Romania)

5.5.3.4 Main competitors

As sectiorb.5.3.lidentified, domestic producers are strongly present on the market for processed fruit
and vegetables in Mexico. Given that their disiition network services are well established throughout
the country and their brands are generally well known by the mass market, they are in better position to
reach the clientele in Mexico.

5.5.4 Specific market entry requirements

Market Access and Entry
Imported processed fruit and vegetablese subject of market entry requirements set out in the General
Health Lawas described in sectich2.1

Customs procedures
A list of standard documentsecessary for exportation of processed fruit and vegetables to Mesdco
well as the overview of the procedure is presented in secfi@nl

SPS measures

Despite no particular SPS measures foresemportation of processed fruit and vegetablé®to Mexico

NBIljdzZA NS aSi 2F R20dzySyida (2 0S RS WHcH@NEBcBREUltedS NIi A T &
on the link below.

Up to date information on appropriate documents concerning SPS meascagsbe consulted on
European Commission websitéttp://madb.europa.eu/madb/indexPubli.htm

Labelling
As described in sectioh2.3 the labelling of imported producis set out byNorma Oficial Mexicana 051
legislation.

5.5.5 Distribution

Processed fruit and vegetables in Mexico are being distributed exclusively througfbaked retailers,
through modern grocery retailers and traditional grocery retailers in similar shares, with the first group
having slightly bigger share in terms etail value. In 2017, considering modern retailers, consumers
purchased processed fruit and vegetables the most often in hypermarkets and supermarkets, followed by
discounters. However, above 40% of consumers decided to purchase their products in indepsndk
grocers.


http://madb.europa.eu/madb/indexPubli.htm
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Figure5-24:Distribution channel overview of processed fruit and vegetablekeiico(2017); retail value
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5.5.6 Challenges for EU products

As previous sections outlined, processed fruit and vegetables market in Mexico is characterized by the
strong presence of domestic manufacturers, having developed wide distribution network and often
properly matching consumer preferences.

Market Takeaway: Processed fruit and vegetables

ConsumptionConsumption halseen gradually growing; shelf stable products are preferred and continue to g
however consumption of frozen products has also accelerbkgelin food preparation a key driver
Competition: Numerousdomestic producers specialised either in stable shelf or frozen proactisg the
market.

Distribution: Processed fruit and vegetables ameclusiveldistributed through storéoased retailergin 2017)
such aswypermarkets andupermarkets or independent grocery retailers.

Challenges Competition fromdomestic producers with established distribution networks and who m
consumer preferences.

Opportunities:EUMexico Trade Agreement removal of tarrifs and protection for sormpdBhsumption on rise
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5.6 Pasta

5.6.1 SWOT analysis

- Pasta, rice and noodles
are widely consumed in
Mexico

- Consumers appreciate
pasta for its
convenience, i.e. it can
be cooked quickly

- Pasta sales are
growing among large
families with children

- The modernised trade
agreement is set to

- Consumption of rice,
pasta and noodles is
slowly rising

-The USA account for
most pasta and noodles
exported to Mexico

-Domestic production of
pasta is considerable

eliminate import tariffs.

5.6.2 Consumption
5.6.2.1 Evolution of consumption

The total consumption of pasta, rice and noodles as a whole is on the rise in Mexico, mainly driven by
increasing salesf pasta, which is perceived as a conveniend healthy staple

Total pasta consumption iklexicogrew at an annual rate of 2.4% in 262@17 and is projected teee
sustained growthin the coming years, passing from above 365 700 tonnes in 2017 to around 401 200
tonnes in 2022Kigure5-25). Per capita consumption of pasta, which grew from 2.8 kg per capita in 2012,
to 3.0 in 2017, is expected to moderately increase in the coming years, exceeding 3.1 K& in 202

Noodles on the contrarystruggled with the perception of being high in calories and low in nutriéfds.
this reason, nodles total and per capita salescorded a negative performancgrowing at a-0.9%
annual ratein 20122017.This trend is seto continue is the future, asomsumption, whichpeakedin
2014, reaching 79 400 tonness set togo down t069 000 tonnes in 2022.
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Riceremairedthe most purchased food in the categagd is expected to grow at a faster rate compared
to pasta and nodlesin the coming yearsCurrent consumption of rice, namely o\&t3 800tonnes, is
set to achieve oved01 30 tonnes in 2022Figure5-26)'%

Figure5-25: Evolution and forecast afiarket for pastg000 tonnes) and per capita (kg) pasta consumptiddéxicq 20122022
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Figure5-26: Market size, and evolution and forecast of rice, pasta and noatekets(000 tonnes) iMexicq 20122022 total
volume
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5.6.2.2 Consumer profile and purchase criteria

Mexican consumers have a preferencerioe, spaghetti and noodles, which are an easy to prepare food,
that can be combined with vegetables, meat, and sauces. Pasta is usually cooked at home, to save time;
particularly inthe case of larger families with childreRice remains the most widely eaten of the three
staples and is used in some traditional dishesutjh the majority of consumed rice is imported (mainly

from the US).

22 Eyromonitor International: Packaged Food, 2018
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Consumers

The largest consumers of pasta and noodles in Mexicaege families witlchildren, followed by families
with adolescentsmostly from the regions of Centrilexicoand Valley oMexica Pasta is also popular
among people that exercise regularly, as it iSraportant source of energy.

In terms of preference Mexican consumers clearly prefeng pastg such aspaghetti and noodleg
whichoverall accounfor two thirds of total pasta consumptiapfollowed by small pasta, elbow macaroni
andshort-cut pastd?32425.26,

Drivers and method of consumption

Pasta is usually cooked at homeand is abundanty

accompanied by other ingredientshe most popularof

which aremeat, vegetables, peppers and tomatges well
ascream and cheeseasices. Noodlsoupsconsumption is
also high in Mexig; this is normallyserved withcoriander,

avocado, lemon and spring onigr®oked with chickeror

vegetablesandflavouredwith chili peppet?’.

Purchase criteria
The main drivers of sales are set out below:

1 Convenience Mexicanconsumersprefer time saving produs hence they are more likely to
purchasepasta that needshorter cooking time(part of the reason for the prefence for long
thin pasta such as spaghetti)

9 Price consumers usually look for the best dealsd discountsand have no problem switching
between brands

1 Healthorientation: health-consciousconsumerspurchase pastdor its nutritional properties, as
well as the possibility to pair it with fresh products, such as vegetables

9 Versatility pasta is preferred to other staples becausedhbe cooked aa main dish, a side dish
or as an ingredient in salad$

123 México: ¢ Cuanto consumen los mexicanos de esta deliciosa pasta?
https://www.americaretail.com/mexico/mexicecuanto-consumenlos-mexicanosestadeliciosapasta/

124 Egpagueti, la pasta favorita de los mexicahdgs://www.yucatan.com.mx/mexico/espagueta-pastafavorita-
losmexicanos

125 Euromonitor International: Packaged Food, 2018

126 Sobresale el consumo de pasta en Méxiatip://w ww.alimentacion.enfasis.com/notas/8205bbresaleel-
consumaepastamexico

127Bread, Pasta and Biscuits in Canada, Mexico andH#®Awww.magazinebbm.com/english/?p=715

128 Eyromonitor InternationalPackaged Food, 2018



https://www.america-retail.com/mexico/mexico-cuanto-consumen-los-mexicanos-esta-deliciosa-pasta/
https://www.yucatan.com.mx/mexico/espagueti-la-pasta-favorita-los-mexicanos
https://www.yucatan.com.mx/mexico/espagueti-la-pasta-favorita-los-mexicanos
http://www.alimentacion.enfasis.com/notas/82056-sobresale-el-consumo-pasta-mexico
http://www.alimentacion.enfasis.com/notas/82056-sobresale-el-consumo-pasta-mexico
http://www.magazinebbm.com/english/?p=715
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5.6.2.3 Recent market trends

Consumption of pasta, noodles and ricagiswing mainly driven by the steady growth in the rice and
pasta (spaghettin primig segmentsNonetheless, due to the faster pace of life, Mexicansca@king at
home to a lesser exteniAs a resultpurchase®f rice and pasta are likely to see a slowdown in growth

the next yearsDespite thaf total consumption of pasta, rice and noodles as a whole is expected to pass
from 1.3 million tonnes in 2017, to 1.4 in 2022.

5.6.3 Offer
5.6.3.1 Domestic production

Thanks talarge domestiproduction ofdurumwheat, Mexican producers of pasta have been spreading
in recent timesAccording to the latest figures, Mexicdisnceresponsible for the production of 337 000
tonnes of pasta, which makes it the tenth largest produakthis productworldwide'?. Furthermore,
with a total of 254 040 tonnes per yedflexico is also amallproducer of rice, which is mainly cultivated
in Nayarit, Campeche, Michoacan, Jalisoud Colima and there is also production of noodté®3?,

5.6.3.2 Imports and exports

Due to the large domestic production, Mexico exports of pastodles and couscouargely exceed
imports Figureb-27). With the exception of 2016 xports saw a sustained growth, peaking in 2017, when
they reached 117 994 tonnes (up to approximately 72 thousand tonnes the years beSorélarly
imports, whichfell to 12 893 tonnesn 2016 have recently started to recover, reachifhg 188 tonnesn
2017.

Asoutlinedin Figure5-28, the United Stateand Italy which accounted for respectively 37% and 35% of

the total importsin 2017 lead the exports of pasta, notes and couscous tdexica US exports, which
peaked in 2015, when 8 906 tonnes of pasta, noodles and couscous were exported, have since then
started declining, reaching a volume of 5 237 tonnes in 2017. Italian exports, on the contrary, have seen
a susténed growthin recent yearsrising from 3 565 tonnes in 2012, to 4 997 tonnes in 2GLliatemalans

and Chinese volumes exported into Mexico in 2017 are radéable The rest of the EU accounted for

other 6% of totaMexicanimports of pasta, noodles and couscous, watmost all ofthis coming from

Spain and France.

The imported unit value of pasta, noodles and couscous has started declining after 2015, reaching 1 930
EUR/tonne in 2017Along with exporting the largest vahe of pasta into Mexico, United States and Italy
are also the first exporters in terms of value. In 2017, US and Italian imports were valued at respectively

129The World Pasta Indust§tatus Repor2013,
http://www.internationalpasta.org/resources/World%20Pasta%20IndusiR0Survey/IPOstatreport2014low.pdf
BOSAGARPA: Arroz Mexicartutps://www.gob.mx/cms/uploads/attachment/file/256423/B_sieArroz.pdf

131 La produccién y consumo de arroz en Méxictips://www.agrosintesis.com/lgproducciorconsumearroz
mexico/#.XAeTumhKgdV



http://www.internationalpasta.org/resources/World%20Pasta%20Industry%20Survey/IPOstatreport2014low.pdf
https://www.gob.mx/cms/uploads/attachment/file/256423/B_sico-Arroz.pdf
https://www.agrosintesis.com/la-produccion-consumo-arroz-mexico/#.XAeTumhKgdV
https://www.agrosintesis.com/la-produccion-consumo-arroz-mexico/#.XAeTumhKgdV
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EUR 13.3 and #illion. Nonethelessunlike the unit value ofUSpastaimported into Mexico (2 539
EUR/tonne), which wasell above thewvorld averagg(1 930 EUR/tonne)talian valuevaswell below the

averageg(l 604 EUR/tonne), in 201Figure5-29).
Figure5-27: Trade balance (imports and exports) of pasta, noodles and cousddesiitg 201317; tonnes
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Figure5-28: Mexicanimports of pasta, noodles and couscous by country, 201F; tonnes
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Figure5-29: Per unit value dfiexicanimports of pasta for selected countries, 2eIB(EUR per tonne)
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5.6.3.3 Main competitors

As indicated in sectiof.6.3.2 the United States account for a
large share ofimports of pasta, noodles and couscous into
Mexico. Furthermore, domestic production is heavy, thanks to
the large availability of wheat at thdomestic levelln terms of
companies share, thearketis highly fragmented, with most
companies competing in only one categof he overall leader

in 2018 was Fabrica de Pastas Alimenticias La Moderna, thanks
to its dominance inpastda A G K (KSaa RBNIs& [ |
company has a strong distribution network that reaches a wide range of channels throughout the country
and has welpositioned brands among consumé&¥s Nonetheless, Italian imports have a notable share

of the market, with the company Barilla particularly well known.

5.6.4 Specific market entry requirements

Market Access and Entry

As described in sectiof.2.1, pasta producers should register to the Mexican Register of Importers.
Furthermore, products must comply with the Federal Law of Metrology and Normalisation, thell2O®M
SSA11994, as well as the General Healthvl(aee sectiod.2.2).

European products currently face high import tariffs (up to 20% on pasta containing eggs). Nonetheless,
under the modernised EMexico Trae Agreement tariffs on pasta are set to be eliminastentry into
force (see sectiord.3.2.7).

Detailed information on import duties and Rules of Origin can @@nsulted on the European
Commission website:
http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=1902

Customs procedures
A list ofstandard documents ragjred for importof pasta into Mexico is presented in sectié2.1
Furthermore, the following documents may be required for custom clearance of some products, as set
out below:

9 Application Sheet for Zoosanitary Requiremgstsiffed pasta, HS codg02.20.0)

1 Import Certificate for Live Animals and Animal Prodystsffed pasta)

1 Veterinary Health Certificate for Animal Produ@sly required if containing products of animal

origin)
9 Certificate of Analysigtuffed pasta)

132 Euromonitor International: Packad Food, 2018
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1 Free Sale Certificatstuffed pasta)

Any other up to date information on appropriate documents concerning customs procedures ca
consulted on European Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1902

SPS measures

All sanitary and Phytosanitameasures concerninthe import of pastainto Mexicoare in line with
international standards

Up to date information on appropriate documents concerning SPS measures:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1902

Labelling

As described in more detail in sectiér2.3 importedpastamust comply with the specific labelling rules
set out in Norma Oficial Mexicam®®1, or NOM051- SCFI/SSAZ010

5.6.5 Distribution

As reported inFigure 5-30, sales of pasta, rice and noodles rely on stbased retailing. In 2017,
traditional grocery retailers (especially independent small grocers) were the main distribution channel
pasta, rice and noodles (49.1%). Modern grocery retailers followed, with discounters (16%), hypermarkets
(12.7%), and supermarkets (10.1%) accounting for most of the sales in the category.


http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=1902
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Figure5-30: Distribution channels overviegRRice, pasta and noodleslfexico(2017) retail value
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5.6.6 Challenges for EU products

Although consumption of pasta is on the rise, United States and Mexican pasta account for most of the
domestic salegrurthermore, European companies currently face high import duties, which are set to be
eliminated under the FTAt entry into force.

Market Takeaway: Pasta

ConsumptionConsumption of ricand pastais slowly rising in Mexico; pasta is appreciated for its convenience.
Competition: Thepasta, rice and noodlesarket is dominated by domestimd US importethrands. Italy is theecond
largest exporter of pasta tMexica

Distribution: Rice, pasta and noodles are mostly solthdependent small grocers and discounters.
Challengesimport dutiesare an obstacle for the export of European products, although the implementation tohtlee
agreementis expected to bring relief to European exporters.

Opportunities:Fast-cooking pastasgaining momentum itexico, due to its convenience; pasta is regarded as a he
and nutritious food and its consumption is on the rise among largeiéwiiith children.
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5.7 Baked goods

5.7.1 SWOT analysis

- Mexicans are large
consumers of bread,
cakes and pastries

- Consumption of bread
and pastries is on the
rise

- Health oriented

consumers are
increasingly demanding
gluten-free and
healthier products

- Import tariffs are set to
be removed on EU
products

5.7.2 Consumption

5.7.2.1 Evolution of consumption

Mexico¢ Market Entry handbook

- Domestic production is
large, varied and
affordable

- EU imports are
negligible, hence EU
products are not very
well known

- US imports are
dominant in terms of
volume and value

-Domestic producer
Bimbo is the
unguestionable leader in
the packaged market

Mostly driven bybread purchasesconsumption of baked goods boasts high figures in Mexico. In 2017,
consumersoughtnearly 14.9 million tonnes of bread, 1.1 million tonnes of pastries, 245 thousand tonnes
of cakes as well as 89 thousand tonnes of dessert mixes.

Recent trends ilaked goodsonsumption, howeveryary between different product categorie$Vhile
dessertmixes and bread recorded a positive growth rate in 22027, pastries and cakes purchases fell
over the same period, mainly due the 8% taxon high-calorie productg(i.e. products with a caloric
density of over 275 kilocalories/100 gra)ii§ as well aghe increased interest of consumers in their
health. Nonetheless, consumption is projected recoverin the coming yearas companies have been
increasingly offering healthier products.

In 2017, er capita consumption dfakery goods hugely varied betese categoriesranging between less
than 08 kg (@dessert mixes and 120.4 kg pread; though this latter category includes the popular
predominantly corrbased flatbreadtortilla (flatbreads including tortillas account for about 2/3 of
consumption) Giventhat consumers are becoming more heafttbnsciousper capita consumption of

133 ey del impuesto especial sobre produccion y servicios,
http://www.diputados.gob.mx/LeyesBiblio/pdf/78 291217.pdf
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cakes is expected to fall, while per capita consumption in all the other categories is set to slowly grow in

the coming years.
Figure5-31: Evolution and forecast difaked goodsnarket inMexicq total volume 20122022
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Source: Euromonitor InternationadPackaged Foods, 2018

5.7.2.2 Consumer profile and purchase criteria

Consumers

In Mexico, consumers of all social classes purchase bakery products, although the average per capita
expenditure varies according to their purchasing powdexicans have a preference for domestic and

' YSNAOIY ONIYR&A& FYyRk2NJ f 2
products European products are not well

known, due to the scarce availability.

Most notably, ecent market studies indicate

that MexicaQd T+ @2 dzNA (G Sbréatt { SNE 3
andpan dulce(sweet bread)a name thatefers

to popular Mexican pastrigswhich are often

purchased by consumers of all social classked.

bread, in particularcorn-basedtortillas, leads

the marketof salty bread as it is used imost

Mexican dishesConchassweet baked breads,

are on the other hand the most popular Mexican pastri@ger popular bakery products includmlillos

(a shortervariation of the baguette often baked in a stone ovegnpan loaf multigrain bread and

biscuitd342,

134 Estudio de mercado sobre panaderias en Méxietips://www.mercawise.com/estudiosle-mercadeen-
mexico/estudiede-mercadoesobre-panaderiasen-mexico
135 Euromonitor International: Packagéabod, 2018
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Althoughpan dulceaccounts for most Mexican sweet purchases in bakeries, consumersaaisa taste

for cakes, particularly chocolate, vanilla, and strawberry flavoured'dhé&sirthermore more recently a
IANRBoAYI GNBYR FT2N KSIfdKe and gRprdidR, @BilebakdeNgodds & S &
sizes are becoming smaller. Different formaising different types of flour and grains are also becoming
popular. Finally, fruitand nuts areincreasingly been added tbakery productshence meeting the
demandof Y2 NB KSI f 6 KnO2¥a0OA2dza O2y adzy SNE

Drivers and method of consumption

70%o0f consumes usually buy breadincludingtortillas) directly at the bakenand consume it at home.
This is possible, as all consumers report to have a bakery near their home. Bread is purchased at least
twice per week, by almost all consumerBread
products are abo quite extensively used in the food
service sector, including street foo&weet bread is
mostly purchased to be consumed at breakfast, dinner
or as a snacdk Similarly, cakes are mostly purchased at
patisseries and consumed at home, with nearly 15%
consumers ordering it at restaurant¥. There are also
important occasions in whichpecific bakery products
are consumed. For examplendNovember 1 and 2a
traditional type of sweet bread igurchased by all
families el pan de muertgthe bread of the deadj’.

Purchase criteria

Consumers have a clear preference #otisanal products, especially when it comes twead. The
perception of freshnesswhich is associated with qualitys another driver of sales of unpackaged
products, as these are usually bakdally. Nonethelessas a result of théast pace ofife, consumersare
increasingly opting fopackaged baked goods over fresh proddotsconvenience reasons, as the latter
last longet*L,

136 Estudio de mercado sobre postregtps://www.mercawise.com/estudiosle-mercadeen-mexico/estudiede-
mercadosobre-postres

BTEXPO Antadé&lifnentaria Mexico: Food Industry,
http://media.firabcn.es/content/T703018/docs/2018EXPOANTAD&ALIMENTARIAMEXICO_FoodIndustry.pdf
138 Gobierno de Méixo: Encuesta sobre los habitos densumo de pan de dulce dh@rina de trige
https://www.gob.mx/cms/upload&ttachment/file/279977/Encuesta_sobre_los_habitos_de_consumo_de pan_d
e _dulce de harina_de_trigo.pdf

¥ Estudio de mercado sobre postregtps://www.mercawise.com/estudiosle-mercadeen-mexico/estudiode-
mercadosobre-postres

140 Conoce mas sobre la industria panificadora en Méxitips://www.gob.mx/se/articulos/conocemassobrela-
industriapanificadoraen-mexico?idiom=es

1 Euromonitor International: Packaged Food, 2018
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https://www.gob.mx/cms/uploads/attachment/file/279977/Encuesta_sobre_los_habitos_de_consumo_de_pan_de_dulce_de_harina_de_trigo.pdf
https://www.gob.mx/cms/uploads/attachment/file/279977/Encuesta_sobre_los_habitos_de_consumo_de_pan_de_dulce_de_harina_de_trigo.pdf
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5.7.2.3 Recent market trends

Due to the taxon high calorie products (sesection5.8) and dventhe healthy trend among Mexican
consumers, sales digherfat bakeryproducts arealling in MexicoAt the same time, glutefree bakery
products are set to become increasingly popuidnough it shouldbe noted that, due to the use of
cornmeal, the populatortillas are by default generally low gluten or gluténee, depending on the
method of production) Consumers are expected to moredamore trade up white bread and cakes with
whole-wheat bakery products containing fruit and nuggtisanal bread is another segmemthich is set

to expand Nonethelessthe growingneed for convenience may encourage sales of more packaged baked
goods, irluding packaged brea@specially among workers

5.7.3 Offer
5.7.3.1 Domestic production

With 22 million tonnes produced every yeMexican most popular bread is tortilla made of cornm#al
Furthermore, @ven the high availability oflurum wheattoo, most of whichis intended for bread
production, Mexico is a large producerather bakery product¥?, such as white and sweet breaghose
marketvalue amounts td.20billion pesogaround 5.5n EURS

Along with themarket leadingcompany Bimbo, there are around 33 000 enterpriseslexicothat deal
with the production of bakery productsost of which are SMES.

5.7.3.2 Imports and exports

Asoutlinedin Figure5-32, Mexican exports of baked goods largely exceed impdmiports have rapidly
grown over the years, recording a 96% increase in3ZWL7to reach over 600 000 tonne®©n the
contrary, exports slightly oscillated over the years, peaking015 to 90100 tonnes and then down to
over 81300in 2016 anchearly87500in 2017.

As outlined irFigure5-33, baked goodsare mostly supplied by the Uniteda®¢s- which account for 8%
of total imported volumes Canada§%) and Guatemala (5%fturopean countries accounted fother
5% of the Mexican importsyith Spain(34% of total EU exportsand Italy (L8%)taking the lead.

Although leading EU exports intdlexico, the 2017 unit value odpanish baked goodsas 2 653
EUR/tonne, below the average lodiked goodsmported into Mexico 2 727EUR/tonne). On the contrary,

142 Consume cada mexicano 90 kilos de tortillas al afio
https://www.excelsior.com.mx/nacional/2014/09/19/982604

143 México destina el 80% del trigo a la industria panificadott@,//www.munsa.com.mx/blog/mexio-destinael-
80-del-trigo-a-la-industriapanificadora

144 a industria panificadora lidera el sector alimenticio en Méxitims://www.economiahoy.mx/economigAm
mexico/noticias/9234840/06/18/L#ndustriapanificadoralidera-el-sectoralimenticicen-Mexico.html

5 Informe anual de México 2014ttps://www.industriaalimenticia.com/articles/87404hforme-anuatde-mexicc
2014
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https://www.industriaalimenticia.com/articles/87404-informe-anual-de-mexico-2014
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the unit value ofltalian imports was well above than the world aveeaghamely5 281 EUR/tonnes
respectively [Figure5-34).

Figure5-32: Trade balance (imports and exportspaked goodsn Mexicq 2013-17; tonnes
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Figure5-33: Mexicanimports ofbaked good$y country, 203-17; tonnes
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Figure5-34: Perunit value ofMexicanimports ofbaked goodgor selecteccountries 2013-17 (EUR per tonne)
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5.7.3.3 EU GI products

Asreported in sectionrt.2.4 under the modernised EMexico Trade Agreement, several products are set
to be recognised as Geographical Indications in Mexico, imgjugtime bakery goods products:

1 GermanyNdurnberger Lebkuchen

9 ltaly: Piadina Romagnola / Piada Romagnola

9 Portugal:Ovos Moles de Aveiro

1 Spain:iPolvorones de Estepa

5.7.3.4 Main competitors

In terms of exporting countries, the United States is a leader in shipping bakerytgdddsico, followed

by Canada and Guatemala. Furthermore, the domestic market is highly competitive, especially when it
comes to packaged baked goods, whémipo Bimbds the unquestionabldeader. The company has a
wide product portfolio, offering many brandsvhich are weltestablishedin the country and well
positioned amongst consumeéré

5.7.4 Specific market entry requirements

Market Access and Entry

As described irsection 4.2.1, bakery goods producers should register to the Mexican Register of
Importers. Furthermore, products must comply with the Federal Law of MetrologyNamohalisation,

the NOM120-SSA11994, as well as the General Health Law (see sedtihd).

Some European bakery products currently face relatively high impofts. For example, a 10%0+36
USD/ kgluty is applied on imported sweet biscuits as well as waéfted wafers. Nonetheless, under the
modernised EtMexico Trade Agreemealltariffs on bakery products are set &wentuallybe eliminated
(seesection4.3.2.7).

Detailed information on import duties and Rules of Origin can be consulted on the Europear
Commission website:
http://madb.europa.eu/madb/atDut yOverviewPubli.htm?countries=MX&hscode=1905

Customs procedures
A list ofstandard documents ragred for importof bakery goodinto Mexico is presented in sectidn2.1
Furthermore, further documents are required for custom clearanae 8ft K S NE 06 | toStdieng LINE R dzO
animal productgHS codéd 905.90.99, as set out below:
91 Application Sheet for Zoosanitary Requirements
1 Import Certificate for Live Animals aishimal Products
9 Certificate of Analysis

146 Euromonitor International: Packaged Food, 2018
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i1 Free Sale Certificate

Any other up to date information on appropriate documents concerning customs procedures ca
consulted on European Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1905

SPS measures
All sanitary and Phytosanitargeasures concernintipe import of bakery goodmto Mexicoare in line
with international standards

Up to date information onappropriate documents concerning SPS measures:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1905

Labelling
As described in moréetail in sectior#.2.3 importedbakery goodsnust comply with the specific labelling
rulesset out in Norma Oficial Mexicaf®®1, or NOM051- SCFSSA12010

5.7.5 Distribution

As showed irFigure5-35Figure 573, distribution of bakery goods is highly fragmented. However, it can
be observedhat store-based retailing is the leading distribution channel. Most notably, grocery retailers
accounted for 9.9% of all sale$$4% of which were done through traditional grocery retailar2017.
Food specialists (39.7%), and independents small grocetienditas(21.5%) were the most important
traditional grocery retailers. Theemainingsales took placéhrough modern grocery retailersnpostly
discountersand hypermarkets


http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=1905
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Figure5-35: Distributionchannel overview of baked goodshiiexico(2017); retail value
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5.7.6 Challenges for EU products

Although Mexican consumption of bakery products is very large, the market is dominated by local bakeries
(unpackaged items), as well as domestic and US brands (packaged items). Given the scarce exports from
the EU, European products are not available everywheresajay less popularity compared to Mexican,
American, Canadian and Guatemalan products.
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Market TakeawayBaked goods |
Consumption Consumption of cakes is set to slow down in coming years, while bread and pastry purchases
to start growing again, but at a slow pace.
Competition: Mexico is a heavy producer béked goodsparticularly read and corn tortillasfurthermore, USA,
Canada and Guatemalaad importsin terms ofvolume.
Distribution: Distribution is fragmented; however, it mainly takes place through traditional grocery retailers, foll
by modern ones.
Challengesdomestic production dominates the market and there is a preference for unpackaged bread.
Opportunities: glutenfree, natural and healthier products are set to grow in importance for heatiscious
consumers. EU companies will also have i@y accesso the market, once the modernised #A¢xico FTA will
enter into force.
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5.8 Chocolate and confectionery

5.8.1 SWOT analysis

- EU countries chocolate
& confectionery
products are highly
valued in Mexico

- The modernised FTA is
set to elimiate tariffs on
chocolate &
confectionery

- Convenience is a key
purchase criteria and it
is set to grow in
importance

- Low sugar products are
set to gain momentum
as diabetes spreads

- Consumption is set to
grow at a slow pace

- A tax was imposed on
products high in fats in
2013

- Spread of diabetes
made consumers more
health-conscious

- Mexico is a heavy
producer of
confectionery (especially
gums)

- Affordable US
chocolate &
confectionery lead

imports

5.8.2 Consumption
5.8.2.1 Evolution of consumption

As illustrated irFigure 568, the consumption of chocolate in Mexico has been dramatically rising in- 2012
2017 and is projected to continue to grow at a slower pace in the next few years. On the contrary, sugar
confectioneryconsumptionfell in 20122017, although it is projected teee moderate growth in the
future (Figure 569). The negative performance of sugamfectioneryis attributable to the 8% tax high
calorie products, namely products with a caloric density of over 275 kilocalories/100'gf.amisile the

same tax applies to chocolate confectionery products exceeding the threshold, the category as a whole
was less impacted by the tax due consumer perceptions that chocolate is a heatttlienore fulfilling
product.

Most notably, as indicated in Figur&8, the chocolate confectionery category recorded a positive growth
for the period 2012017, up to 6.1% in chocolate with toys. Nonetheless, consumption growth is
projected to slow down in the coming years, mostly due to the increasing levels of diaeteg) the
Mexican populatioff®. A different trend could be observed in the sugar confectionery category, whose

147 ey del impuesto especial sobre produccion y servicios,
http://www.diputados.gob.mx/LeyesBiblio/pdf/78 291217.pdf
18| a confiteria mexicana firme en el camino hacia la recuperacion,
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consumption declined in 2032017, down 4.3% per year in the category of toffees, caramels and nougats.
However, consumption of sugaonfectioney is set to slightly recover in the next years.

Mexico is a heavy producer and consumeswodarconfectionery hence sugaconfectionerypurchases

largely exceed chocolaggurchasesin 2017 approximately 257 900 tonnes of sugar confectionery and

66 300 tonnes of chocolate were purchasdslum, as well as pastilles, gums, jellies and chews were the
most popular segments in the sugar confectionery category, accounting for respectively 26% and 18% of
total consumption, followed by boiled sweets and otlseigarconfectionery(14% each). In the chocolate
segmeni tables accounted for 50% of thetal consumption, followed by chocolate pouches and bags
(21%), countlines (18%@s well adoxed assortments and chocolate with taid %in total).

Figure 568: Evolution and forecast of chocolatenfectionerymarket in Mexico, total volume 2012022
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Source: Euromonitor International: Packaged Foods, 2018

https://www.industriaalimenticia.com/articles/865 7a-confiteriazmexicanafirme-en-el-caminchaciala-
recuperacion



https://www.industriaalimenticia.com/articles/86579-la-confiteria-mexicana-firme-en-el-camino-hacia-la-recuperacion
https://www.industriaalimenticia.com/articles/86579-la-confiteria-mexicana-firme-en-el-camino-hacia-la-recuperacion

140| Page Mexicog Market Entry handbook

Figure 569: Evolution and forecast of sugasnfectionerymarket in Mexico, total volume 2042022
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5.8.2.2 Consumer profile and purchase criteria

Consumption of sugar and chocolatenfectioneryis common among all consumer groups, especially
younger peopleand women Low sugar and more natural prodsare gaining momenturas diabetes
spreads and consumers are becoming more health awlnethermore, consumers maintain a strong
preference for traditional tastes, such as marzipan, tamarind, chilli and citrus fruits.

Consumers

Although consumers ofllacategories consumig, it was observed that women and young people are more
likely to purchase chocolate. Almost 70% women and well over 50% young people a2fegd@hased
chocolate in 2016. Nonetheless, most chocolate consumers were found to deeschéind adolescents
aged 1017.In terms of preferencgghe following trends were observéd .

1 most Mexicans prefer chocolate bars with other ingredients (such as marzipdtamarind) or
pungent tastegsuch as chilli and citrus fruitdyarticularlypopular flavours of chocolate are mint,
strawberry, coffee and salted caramel; though the chocolates with the aforementioned flavours,
nuts or the flavours of other local fruits can also be found

1 on the contrary, one fifth of respondents would rather dpt drinking chocolate;

1 milk chocolate is the more preferred type (with between half dhke quarters ofconsumers
preferring milk chocolateover other types). Darkhocolateis the next preferred typewith
growing popularityand white chocolate the lest preferred.

149 Estudio de mercado sobre el consumo del chocolate;//blog.feebbomexico.com/estudiale-mercadesobre
el-consumaodel-chocolate/

150 Mujeres consumen mas chocolate en Méxiduip:/e -oaxaca.com/nota/2017.0-09/magazine/mujeres
consumenmaschocolateen-mexico
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With regards to sugaconfectionery Mexico is the sixthlargestmarket in terms of total consumptioim

the world. Consumer categories that are more likely to purchase sogaiectioneryare set out below:

1  people aged under 20, includimgildren;

1 consumers based in cities, especially larger ones, where
a good distribution system enables them to choose from a
broad range of products.

Popularconfectioneryitems among Mexican consumers are
marzipan, caramel, popsicles, along with other Mar
traditional sweets. In terms of tastes, édican consumers
prefer traditional flavours, includinghilliand citrus fruits

Furthermore, three nevirendsare expected to affect consumers preferences in the coming years:

1 Health awarenessGiven theincrease of diabetes incidence among the population, especially
children, consumers have started to gradually demands$ogyar and sugdree items.

1 Craft and natural productsin Mexico, the sale of craft candies made from seeds and molasses,
as well as ther natural products is on the rise. There are segments of the population that are also
willing to pay a higher price for such craft proddets

1 Premium products Premium chocolate is often preferrday higher income consumefsr its
higher cocoa contentand brands are increasingly highlighting this on their packaDiregto high
prices, premium chocolate is expected to rather remain a niche segmether than a
mainstream oné&2 That said, availability of such products in premium/gourmet grocery aitlet
(see sectio.4.2.] has increased in recent years and it is a segment which shows particular
potential for quality imported chocolate.

Drivers and method of consuntjpn

Chocolate confectionery is usually perceived by Mexican
consumers as a dessert or a treat, although it has been gaini
relevance as a snack, due to its convenience, as it is easy#
transport and store. Sugar confectionery, on the other hand,
regarded as an affordable alternative to chocolate
confectionery or cookie®®. Furthermore, confectionery is
consumed in large quantitiesia OKA f RNy Qa LJ

Regarding consumption habits, according to a recent suovey
a sample of thepopulation aroundthree fifths of the respondents eat chocolate daily, and only 2%

1511 a confiteria mexicana firme en el camino hacia la recuperacion,
https://www.industriaalimenticia.com/articles/865 7a-confiteriaamexicanafirme-en-el-caminchaciala-
recuperacion

152 Euromonibr International: Packaged Food, 2018

153 Euromonitor International: Packaged Food, 2018
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consume it rarely. Regardingpnfectionery consumption volumes suggest that Mexican consumers
purchase gums and similar produetgenmore often than chocolate. In terms of consumer haliitgse
trends can be observed:

1 Consumption of chocolate is usually higher in the months between October and February, with
LIS 1a Ay CSoNdHzrNE |yYyR 5SOSYOSNE 6KSy =+l fSyildAy
opportunities for chocolate purchas&$

1 Chocolate is eaten more during the weekétidespecially at night, or between breakfast and
lunchs¢;

1 Confectionensales reach the top values in April, which is the Chil@m@onth®’.

Purchase criteria

Themaincriteria driving purchases among young people, age@26are taste, price, and convenience.
Young people are heavy consumers of sugafectionery due to the taste of sweet products, as well as
to their affordability compared to other products in thenfectionery and snack categorieSome
consumers in this group may be influenced by the link to their childhood created by certain products.

Upperincome consumers, on the contrary, mainly seek quality, naturalness and uniqueness in a
confectioneryproduct, hencethey are more likely to purchase premium chocolate produdigher cocoa
content is often seen as an indicator of quality and hence is highlighted by many manufacturers.

There are two further criteria which can play a roig¢he purchasing désion

1 Impulse many consumers do not visit stores with these specific products in mind but rather
choose orimpulse Product placement isherefore an important strategyvith hypermarkets and
supermarkets actively stimulating demandprbducts at the chekout countersConsumersvho
choose on impulse generally look for edsycarry and affordable products rather thdmealthy
ones.

1 Novelty. an hcreasing number afonsumers are driven by product innovation, as companies are
offering a bigger range of flaurs in their product portfolios and are experimenting with limited
editions and new flavours.

While the origin of sugar confectionary is of little importance to consumers of sugar confectionery, it can
play a greater role for chocolate confectionaryarticularlyin the premium segmentvhere European
chocolate is generally considered synonymous with quality.

154En México el consumo de chocolate inicia en octubtgys://www.merca20.@m/en-mexiceel-consumede-
chocolateiniciaen-octubre/

155 a estrategia de Oreo para ser el rey del chocolate en México,
https://www.altonivel.com.mx/empresas/estitaqgia-oreo-rey-chocolatemexico/

156 Mujeres consumen mas chocolate en Méxidaip://e -oaxaca.com/nota/201710-09/magazine/mujeres
consumenmaschocolateen-mexico

157E| mercado mas dulce de Méxitatp://www.advertising-news.com/eimercademasdulce-de-mexico/



https://www.merca20.com/en-mexico-el-consumo-de-chocolate-inicia-en-octubre/
https://www.merca20.com/en-mexico-el-consumo-de-chocolate-inicia-en-octubre/
https://www.altonivel.com.mx/empresas/estrategia-oreo-rey-chocolate-mexico/
http://e-oaxaca.com/nota/2017-10-09/magazine/mujeres-consumen-mas-chocolate-en-mexico
http://e-oaxaca.com/nota/2017-10-09/magazine/mujeres-consumen-mas-chocolate-en-mexico
http://www.advertising-news.com/el-mercado-mas-dulce-de-mexico/
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5.8.2.3 Recent market trends

While chocolate sales increased in 24217, consumption of suga&onfectionery which is particularly

high among Mexicaconsumers recorded a negative growth. This mainly due to & ta&x on high calorie
productsimposed in 2013, as well as to the spread of a diabetes problem, especially among children.
Nonetheless, consumption is set to recover, growing at a slow pace oothiang years.

Current trends in the chocolate market include:

1 the growing popularity of dark chocolate

9 the positioning of chocolate as snack (e.g. Kranky Dark from Ricolino)

9 the promotion of chocolate as a product to be shared at social gatheringstioe &torkplace
The latter trend is apparent in packaging formats that have resealable closures and often come4n stand
up plastic pouches, enabling easy sharing and storage.

In sugar confectionery marketpasumers are expected to increasingly purchase more natural and low
sugar products, driven by health consideratioBsms are expected to continue to increase in popularity.
Manufacturers are also increasingly targeting young adults instead of childesreagonse to restrictions

on promotion and advertising of these products. One way in which manufacturers are doing this is by
introducing products connected to those with which young adults grew up (e.g. brand extensions of
Panditas and Paleta Payaso hgoRno); hence creating a nostalgia effectali®tic products, although
remaining a niche market, are set to post a continuous gréwth

5.8.3 Offer
5.8.3.1 Domestic production

With around 27000tonnes,Mexico is one of the largest producers of cocoa worldwitestof which
(almost70%) comes fromTabaso, and Chiapaqaround
30%) In terms of chocolate productiomowever,Mexico
is the 11" producer worldwide, with approximately 22 000
tonnes produced every ye&®. The national chocolate
industry is characterisebly the production of three types
of chocolate:chocolate golosingconfectionary candy

1581 a confiteria mexicana firme en el camino hacia la recuperacion,
https://www.industriaalimenticia.com/articles/865 7a-confiteriaamexicanafirme-en-el-caminchaciala-
recuperacion

159 Productes de chocolate ¢ Qué tanto se consumen en Méxietfs://www.merca20.com/productosshocolate
tanto-se-consumenren-mexico/
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mainly milk or dark)chocolateparamesa(drinking chocolateind chocolate powdéf®6%,

Mexico is also a heavy producersnigarconfectioneryitems, gums irparticular. Mexico hosts the largest
gum factory worldwide, which is based in Puebla, where around 60 000 tonnes sfagamroduced
every year, most of which are intended for domestic consumpffo@®verall, Mexico produces almost
twice the volume of sugeconfectionary required to satisfy local needs, and hence is a heavy net exporter.
Favourable cultivation conditions for raw materidlse availability of comparatively cheap labaurd the
existenceof suitable trade agreementBave encouragectertain multinational sugar confectionary
producers to establish operations in Mexico with production primarily destined for the US (indeed over
85% of all sugar confectionery exports from Mexico are destined for this country).

5.8.3.2 Imports and exports

Figure 570 indicatesthat both Mexican exports of chocolate and sugar confectionery largely exceed
imports. However, vhile imports of chocolate have steadily fallen since 2013, dropping to 63 463 tonnes
in 2017, those ofonfectionerycontinuously mcreased until 2016, and then went down to 43 497 tonnes
in 2017.

As outlined inFigure 571, chocolate items are mostly supplied by the United Statghich account for

74% of total imported volumesand Canada (15%). Europeanctrsies accounted for 7% of the Mexican
imports, most of which came from Germany (32% of total EU exports), Italy (24%), and Belgium (22%).
With regards taconfectionery United States, Guatemala and China were the largest suppliers in terms of
volume in 2017, accounting for respectively 46%, 20% and 18% of total Mexican impaomnéeztionery

Led by Spain and Belgium, European countries exported into Mexico 4% dbtHieimported
confectionery

Although accounting for most volumes exported to Mexico, the 2017 unit value of Canadian and US
chocolates was respectively 2 542 and 3 879 EUR/tonne, below the average of chocolates imported into
Mexico (3 907 EUR/tonne)n@he contrary, the unit value of German and Belgian imports was well above
than the world average, namely 6 281 and 8 148 EUR/tonnes respeckiiglyd 572). With regards to
confectionery the unit value of Chinese imports (1 @83R/tonne) was the lowest in 2017 and well below

the average of confectionery imported into Mexico (2 119 EUR/tonne); while that of US exports was
slightly higher than average (2 445 EUR/tonne). Belgian imports unit value grew until 2015 and then
dropped,down to 4 393 EUR/tonne after two years. Despite that, Belgienfiectioneryrecorded among

the highest unit value among the largest importefsonfectioneryinto Mexico.

160 Chocolate artesanal en México: culturansamo y marketig,
http://www.web.facpya.uanl.mx/vinculategica/vinculat%C3%A9qica_2/61%20CAMACHO.pdf

161 México, gran productor de cacaditp://www.zocalo.com.mx/new_site/articulo/mexicgranproductor-de-
cacao

162 éxico, segundo consumidor de chicle a nivel mungtgb;//www.elfinanciero.com.mx/economia/mexicgcon
el-segundelugaren-consumade-chile



http://www.web.facpya.uanl.mx/vinculategica/vinculat%C3%A9gica_2/61%20CAMACHO.pdf
http://www.zocalo.com.mx/new_site/articulo/mexico-gran-productor-de-cacao
http://www.zocalo.com.mx/new_site/articulo/mexico-gran-productor-de-cacao
http://www.elfinanciero.com.mx/economia/mexico-con-el-segundo-lugar-en-consumo-de-chile
http://www.elfinanciero.com.mx/economia/mexico-con-el-segundo-lugar-en-consumo-de-chile
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Figure 570: Trade balance (imports and exportspoffectioneryin Mexico, 2013.7; tonnes
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Figure 571: Mexican imports afonfectioneryby country, 20137; tonnes
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Figure 572: Per unit value dflexican imports o€onfectioneryfor selected countries, 20117 (EUR per tonne)
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5.8.3.3 EU Gl products

As reported in sectiod.2.4 under the modernised EMexico Trade Agreement, several products are set
to be recognised as Ggmphical Indications in Mexico, including sooamfectioneryproducts:
1 Cyprusm< _ ¢ ' [~ " h A _(Blyko Tsianfafyllg Agrot);” . ¢ ~ , >  nflodkdumi® " = ~
Geroskipou)
1 GermanyLlibecker Marzipan
1 SpainJijong Turrén de Alicante

5.8.3.4 Main competitors

Asindicated in sectiorb.8.3.2 the United Statesare a
major exporter of chocolate ancbnfectioneryin terms of
volume However,US imports are valued at lepsr unit
than European products the Mexican market

In terms ofcompany share,aes of sugar confectionery
are split amongstseveral players, including very small
producers Grupo Bimbas currently the market leader in
sugar confectionerythanks toits strong brand portfob, which allows it to compete ia wide range of
categories, as well as a wdltveloped distribution network.

Regarding chocolateonfectionery Nestlé México, Effem México and Ferrero de Méxeand sales in
terms of value These companies manage wglbsitioned brands such as Carlos V (Nestlé), Snickers
(Effem) and Ferrev&inder, and have developed strong distribution networks with national coverage.
However, due to the strong competition Nestlé and Effem saw slight dedfitlesir value shares in 2018,
whilst Ferrero continued to increa¥é Hersheys is also a notable player.

5.8.4 Specific market entry requirements

Market Access and Entry

As described in sectiof.2.1, chocolate andconfectioneryproducers should register to the Mexican
Register of Importers. Furthermore, products must comply with the Federal Law of Metrology and
Normalisation, the NOM20-SSA11994, as well as the GeradiHealth Law (see sectidn2.2).

European products currently face high import tariffs (minimum 20% on chocolate and 16% of
confectionery). Nonetheless, under éhmodernised EWexico Trade Agreement most tariffs on
chocolate and confectionery products are set to be eliminated (see seti®.]).

Detailed informationon import duties and Rules of Origin can be consulted on the European
Commission website:

163 Euromonitor International: Packaged Food, 2018
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http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=180
http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=1704

Customs procedures
A list ofstandard documents ragjred for importchocolate and:onfectioneryinto Mexico is presented in
section4.2.1
Furthermore,an Advance Import Permis required for custom clearanad the following products:
1 Chocolatecontaining by weight 90% or more of sugaS codel806.10.01)
Not-filled chocol#e in blocks, slabs or baf$806.32.01)
Other chocolate products (1806.90.99)
Chewing gum1(704.10.0},
Otherconfectioneryproducts (704.90.99

=A =4 =4 =4

Any other up to date information on appropriate documents concerning customs procedures ca
consulted onEuropean Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1806
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1704

SPS measures
All sanitary and Phytosanitampeasures concerninthe import of chocolate andtonfectioneryinto
Mexicoare in line withinternational standards

Up to date information on appropriate documents concerning SPS measures:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=M&hscode=1806
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=1704

Labelling
As described in more detail in sectidr2.3 importedchocolate ancconfectionerymust comply with
the specific labelling ruleset out in Norma Oficial Mexica®1, or NOMO051- SCFI/SSAA010

5.8.5 Distribution

As showed irFigure 573, distribution of chocolate andonfectioneryis highly fragmented. However, it
can be observed that stoseased retailing is the leading distribution channel. Most notably, grocery

retailers accountd for 90.1% of all sales, 58.9% of which were done through traditional grocery retailers

(primarily independent small grocersilso known agienditas), and the remaining through modern
grocery retailers (mostly convenience stoeexl discounters Unlike modern grocery retailers, which lost
shares in 2017, traditional grocery retailers recorded the highest growth in the s&¥ttir.regards to
premium products, which are usually only availathieugh department stores and food/drink/tobacco
spegalists distribution trends are hence slightly different.


http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=1806
http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=1806
http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=1704
http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=1806
http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=1704
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In coming yearsndependent small grocerare expected to maintain the biggest share of value sales in
chocolate andsugar confectionery, although modern distribution channels such as supertaarke
hypermarkets and convenience stores are likely to gain relevance as they expand their number of
outlets'®4,

Figure 573: Distribution channel overview of etinfectioneryin Mexico (2017); retail value

10.4% -0.6% W
Convenience Stores
90.1% 01% VW 31.2% 0.9% W
9.2% -01% W
Grocery Retailers Modern Grocery -—
Retailers Discounters
99.2% 0.0% VW 1.4% 0.0% VW
1
Store-Based Retailing 8.3% 0.1% 4 58.9% 0.8% A Forecourt Retailers
Non-Grocery Traditional Grocery 6.2% O-O%v
Specialists Retailers Eypermarkets
4.0% 01%'VW
0.7% 0.0%'VW 1.1% -0.1% W S
1 1
Mixed Retailers Health and Beauty
0, 0 0, 0,
|0'8 & 0.0% A Specialist Retailers 3'8 v 0.1% A
Non-Store Retailing Food/drink/tobacco
specialists A
35.1% 0.4%
0.8% 0.0% A 7.3% 0.2% A N
' - Independent Small
Vending Other Foods Non- CrEETE
Grocery Specialists 19.0% 0.3% 4
Other Grocery
Retailers

Source: Euromonitor International: Packaged Fo@018

5.8.6 Challenges for EU products

Although massive, consumption@dnfectioneryin Mexicohas been slowing down in recent years, mainly
due to ataxon high calorie productgnposed in 2013, as well as to the spread of diabetes problems
among childrenOn the contrary, chocolate salbave been on the risi the past years, although growth

is set to slow down in the coming yeaFurthermore, European companies face the competition of
domestic producerswhich supply large shares of the Mexican market,well as foreign importers,
especially the United Stategvhich is the first importer of chocolate amtnfectioneryby volumeand
offer more affordable products.

184 Euromonitor International: Packaged Fo@18
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Market Takeaway: Chocolate antbnfectionery |
ConsumptionConsumption of chocolate is set to slow down in coming years, ednfectionerypurchases, which
recorded a negative value in the past years, are set to start growing again, but at a slow pace.
Competition: Mexico is a heavy producer of confectionergd ajiven to the high availability of cocoa, also t|
chocolate industry is expanding; US remains the ifinporter into Mexico by volume in the category of chocol
and sugar confectionery.
Distribution: Distribution is fragmented; however, it mainlk&s place through traditional grocery retailers, follow
by modern ones.
Challenges:consumers are more and more heatthnscious, especially due to the spread of diabetes am
Mexicans.
Opportunities: low-sugar, natural and healthier products are getgrow in importance for health reasons. E
companies will also have some advantages, in terms of market access, once the moderhikedcBFTA will ente
into force.
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5.9 Processed meat

5.9.1 SWOT analysis

- Processed meat - _Large imports from

consumption gradually single exporter- USA

Mg - Strong posistion of
domestic producers on
their market

- Domestic producers
well positioned to
continue dominance

- Import diversification
policy

- Projected continuous
rise of consumption

- Possible implications of
other FTA resulting in

- Emerging more competitive
segmentation of market
consumers

5.9.2 Consumption

5.9.2.1 Evolution of consumption

Consumptiorof processed meat in Mexico has been growing in recent years. Chilled processed meat, the
largest segment, noted an increase of 3.1% per year in its market size between 2012 and 2017 and is
projected to remain on upward trend over the forecast period. $ecm the list, considerably smaller in

terms of market size, frozen processed meat has been also on rise, increasing by 2.4% CAGR between
20122017 and is forecast to grow by 2.7% per year in next years. Shelf Stable meat, on the other, has not
received nuch popularity, thus its market size is rather minor in comparison to previously mentioned
segments igure5-36).
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Figure5-36: Evolution and forecast of processed meat market (000 tonn@&4gxicq total volume 2012022
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Source: Euromonitor InternationaPackaged Food, 2018

5.9.2.2 Consumer profile and purchase criteria

Consumers

As mentioned in section5.12.2.2 meat products
constitute prominent ingredient of Mexican dietary
habits. Fresh meat dominates however; and processed
meat only acounts for a fraction of meat consumption
across both categories (<5%).

Consumers in Mexico often choose processed meat
products to complement their dishes or treat them as
shacks. Chilled processed products are by far the most
preferred type of processetheat. Typical processed meat products for the market in Mexico include
Mexican ham, chorizo (which differs from the one known from Spain) as well as universally known chicken
nuggets and wingd.ately, more and more consumers have started to pay attentomhe quality,
focusing on products with fewer added preservatives and natural ingredients. In effect, some Mexican
producers introduced new launches based around mentioned preferétic@is is also an area that
could hold potentential for EU chacutegieoducts, which are normally associated with quality.

Drivers and method of consumption

As is the case for the fresh meat sector in Mexico, dietary habits largely determine the level of processed
meat consumption. In recent years, Mexican consumers lsa@ded to pay greater attention to the
quality of products, particularly on preservatives added and natural ingredients. Such approach has been

165 Etromonitor International Packaged Food, 2018
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triggered by consumers following healthier lifestyle and cutting sodium, sugar and fat intake. Moreover,
the majority of consumers in Mexico take into account the price of processed meat products thus many
of purchases are based upon promotions in stores.

Purchase criteria

As mentioned above, Mexican consumgenerallytend to be rather priceconscious when puhasing
processed meat products. Additionally, they often choose bdtteswn and traditional products. Lastly,

in recent years a consumer group with an intensified focus on health awareness has emerged. This group
pays greater attention to preservativesags sodium, sugar and fat intake; and subsequently primarily
bases its approach on quality and natural ingredients.

5.9.2.3 Recent market trends

Processed meat products have noted continued growth and are predicted to remain on upward trend, as
Mexican consumer regard meat as an important
ingredient of their diets. Chilled processed meat has bee
the largest segment in the market, with particular
increase of chilled processed poultry, mainly due to its
pricing as well as flavour matters. Lately, Mexican marke
for processed meat has divided to some extent into &
premium, standard and economy brands, which differ i
terms of pricing and ingredients.

5.9.3 Offer
5.9.3.1 Domestic production

The market for processed meat in Mexico relies both on imported products as well as tdomes
production, which offers a wide product portfolio. The leading company, Mexican multinational Sigma
Alimentos holds nearly a quarter of timearket andspecialises in chilled processed red meat and poultry

as well as frozen processed poultry. Other pnoemt companies in Mexico include Bachoco SA de CV,
producing frozen processed products as well as Herdez Del Fuerte. Due to economic reasons, Mexican
consumers are not particularly loyal to one brand, as they seek {fstoire promotions from a range of
brands they know. Competition between domestic manufacturers is high, therefore companies very often
decide to launch their advertising campaigns on many channels, such as traditional media, i.e. television,
printed media and billboards as well as on sogiatia.Domestic production primarily consumed within

the country rather than exported.

5.9.3.2 Imports and exports

As presented ifrigureb-37, imports of processed meat products to Mexico significantly outweigh exports
volumes. However, whereas exports have been on gradual rise, imports volumes have been slightly

166 Eyromonitor InternationalPackaged Food, 2018
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fluctuating over he years and ultimately picked up in 2017. Mexico has imported processed meat
products almost exclusively from the US, with other countries playing marginal role considering overall

import volume Figure5-38).

Figure5-37: Trade balance (imports and exports) of processed medeiicq 201317; tonnes
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Figure5-38: Mexicanimports of processed meat by country, 2€i13 tonnes
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5.9.3.3 EU Gl products

As identified in sectiod.2.40n protection EU GI products, under the new-KExico Trade Agreement,
340 products are set to be protected on the market. The following processed meat products have been
included in the list:

Tiroler Speck (Austria)

Jambon dArdenne(Belgium)

Paté GaumaiBelgium)

LadFNBE] A LINSHieniaCQoatia)fNE { A  LINDdzi 0o

Baranjski kulerfCroatia)

51t Yl A yGrdatla) LINI dzii

5 NJ A O {(QroatiaNI dzii

Y NB | A(Croahe dzi

Canard a foie gras du S@iiest (Chalosse, Gascogne, Geasdes, Périgord, QuerayJrance

=A =4 =4 =4 4 -4 -8 A 4

167 And Slovenia
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Jambon de Bayonné&rance)

Nurnberger Bratwirste; Nirnberger Rostbratwirste (Germany)
Schwarzwalder Schinké@ermany)

Szegedi szalami; Szegedi téliszalamnidry)

Bresaola della Valtellingtaly)

Capocollo di Calabrigtaly)

Coppa di Parmétaly)

Cotechino Modendltaly)

Culatello di Zibellgltaly)

Mortadella Bologndltaly)

Pancetta di Calabri@taly)

Prosciutto di Parmdtaly)

Prosciutto di San Danie{taly)

Prosciutto Toscan(taly)

Salamini italiani alla caiatora (Italy)

Salsiccia di Calabrihaly)

Soppressata di Calabi(kaly)

Speck Alto Adige / Sudtiroler Markenspedkidtiroler Specltaly)
Zampone Modendltaly)

Chouriga de Carne de Vinhais; Lingui¢a de Vinhais (Portugal)
Chourico de Portalegr@ortugal)

Presunto de Barrancos / Paleta de Barrancos (Portugal)
Salam de Sibi(Romania)

Kranjska klobasgSlovenia)

Y NJ g@ahcktta (Slovenia)

Y NI O1 fSloueNd) dzii

Y NI O ASloveni& A y |

Cecina de Led6(Spain)

Dehesa de Extremadu(&pain)

Guijuelo(Spain)

JabugqSpain)

Jamon de Teruel / Paleta de Teruel (Spain)

Los PedrocheSpain)

Salchichon de Vic ; Llonganissa de Vic (Spain)
Sobrasada de Mallor@g&pain)

=4 =4 =4 =4 A —a —f - o of of S of S oa Ao oa s o e

5.9.3.4 Main competitors

Given the scale of US exports to Mexico, manufacturers from the US constitute the main foreign
competitor when considering entering the market for processed meat in Mexico. More importantly, as
outlined in section5.9.3.1 domestic producers, thanks to their wide product portfolio, have a strong
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L2aAGA2yY 2y GKS YFENJSGT FdzZ FAEEfAy3d GKS YIF22NA
as well as tailemaking advertising campaigns.

5.9.4 Specific market entry requirements

Market Access and Entry

Imported processed meat products are subject of market entry requirements set out in the General Health
Law and more specifically in Animal Health Law and Zoosaraguirements Module, as described in
section4.2.1

Customs procedures

A list of standard documents as well as the overview of the procedure is presentedtionst.2.1 It
should be noted though that importingrocessedmeat products might require providing additional
documentation concerning thAnimd Health Law and Zoosanitary Requirements Module.

SPS measures
Importation of processed meat products to Mexico require set of documents to be delivered, certifying
LINEP RdzOG&AQ alF FSGe FyR ljdzrftAGed

Application Sheet for Zoosanitary Requirements
Import Certficate for Live Animals and Animal Products
Veterinary Health Certificate for Animal Products
Certificate of Analysis

Free Sale Certificate

=A =4 =4 =4 =4

In addition, some products (e.g. HS code 1602, 0210) might require also Import Certificate for Aquatic
Species omport Permit for Wildlife Specié&s.

As mentioned in sectioh.12.4there are three key SPS issues to bear in mind: authorisation (to be
facilitated by prelisting), regionalisation and the export of beef products. Please refer to sebtibh4
for more detalils.

Up to date information on appropriate documents concernifB8PS measurdse consulted on
European Commission websitéttp://madb.europa.eu/madb/indexPubli.htm

188 hitp://madb.europa.eu/madb/viewPagelFPubli.ntm?doc=p i wild&hscode=0210&countryid=MX
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Labelling
As described in sectioh2.3 the labelling of imported producis set out byNorma Oficial Mexicana 051
legislation. However, in case of processed meat products, two specific laws apply:

1 Norma Oficial Mexicana NOBB4-SSA1199 on minced meat product&®

1 Norma Oficial Mexicana NOID2-SSA11994 on cured and cooked meat produdts

5.9.5 Distribution

As seen inFigure 5-39, processed meat is being distributed through modern grocery retailers and
traditional grocery retailershaving very similar share in terms of retail value. Considering modern
retailers, in 17, 14% of Mexican consumers purchased processed meat products in discounters, which
was roughly the same share as supermarkets (in terms of retail value). When it comes to traditional
retailers, small independent grocers accounted for nearly 40% of rethie share.

Figure5-39: Distribution channel overview of processed medfl@xico(2017) retail value

2.7% 01%'VW
| ]
Convenience Stores
90.8% 0.1% 4
_ 14.0% 01%'VW
100.0% O.D%A Grocery Retailers 45.6% _0_1%v mcounters
Store-Based Retailing Modern Grocery
Retailers 15.1% 02%W
—_—
9.1% -01%V Hypermarkets
Mixed Retailers 13.9%, 0.1% 4
—
Supermarkets
0.0% 0.0% W 45.2% 0.3% A
I I 0, 0,
Non-Store Retailing 0.0% 0.0%W Traditional Grocery 2'1 & 0.2% A
| Retailers Food/drink/tobacco
Internet Retailing specialists
39.1% 0.1% A

Independent Small
Grocers

Source: Euromonitor International: Packaged Food, 2018

169 NORMA OFICIAL MEXICANA MGMSSA11993, BIENES Y SERVICIOS. PRODUCTOS DE LA CARNE. CARNE
MOLIDA Y CARNE MOLIDA MOLDEADA. ENVASADAS. ESPECIFICACIONES SANITARIAS
http://www.salud.gob.mx/unidades/cdi/nom/034ssal3.html

"ONORMA Oficial Mexicana NGM2-SSA11994, Bienes y servicios. Productos de la carne. Productos carnicos

curados y  cocidos, y  curados emulsionados y  cocidos. Especificaciones  sanitarias;
http://www.salud.gob.mx/unidades/cdi/nom/122ssal4.html



http://www.salud.gob.mx/unidades/cdi/nom/034ssa13.html
http://www.salud.gob.mx/unidades/cdi/nom/122ssa14.html
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5.9.6 Challenges for EU products

EU producers planning to import processed meat products to Mexico should primarily take into account

the strong domestic supply supplemented by established trade ties with USA and the scale of exports. As
identified in sectiorb.9.3.2 vast majority of imports of processed méato Mexico comes from the US.
52YSa0A0 LINPRdAzOSNB O2yadAadadzisS || y2aGalo0tS OKFffSy3as
preferences. Moreover, as Mexican consumer is, generally speaking,-cpriseious, domestic
manufacturers put great effort to advertise and promote their product in many means, including through
frequent instore promotions.

Market Takeaway: Processadeat

ConsumptionConsumption of processed meat teeen on gradual rise and is predicted to remain on upward tre

Chilled processed meat has been the largest segment within the market.

Competition:Market largely filled by strong domestic productionNdd5 Ot @ I RRNBaaAy3a O

mainly topped up by imports from the US.

Distribution: Processed meat wistributed through traditional and modern retailers. Almost 15% of products

distributed through discounters.

ChallengesUSA as anajor exporter of processed meat products to Mexico; strong position of domestic prodi

offering wide selection of products

Opportunities: Consumption on the rise, newly introduced diversification policy, focusing on widening num
| importers; emer@g segmentation among consumer groups.
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5.10 Beer

5.10.1 SWOT analysis

- Increasing
consumption of beer
- Beer is the favourite

alcoholic beverage of
most Mexican

Mexico¢ Market Entry handbook

- Domestic production
dominates market, with
two multinational
companies dominating
the market

consumers

. - Long established style
- EU companies have of beer widely preferred

duty-free access

- Growing demand for
non-alcoholic and light
beers

- Domestic production

The USA accounts for
almost all exports of

- Artisanal beers are R [ MENTe

gaining ground, albeit
from a very small base.

5.10.2 Consumption
5.10.2.1 Evolution of consumption

Mexicans are the sixth major consumers of beer worldwitis indicated ifrigure5-40, consumption

of beer in the Latin American country is hence massive, reaching volumes of over 7.8 billion litres per year
(2017 figure), 7.7 billion of which are lagers. Mexicans are alsgi@i@ng a taste for no@lcoholic beers,

as demonstrated by the yearly +8.9% growth posted in 200%7. Furthermore, according to experts,
around 4.9 billion of beer consumed in Mexico in 2017 was light'Beer

Per capita consumption of lager beer grevefty fast and is expected to further rise over the next few
years. In 2017, per capita consumption of lagers amounted to 62.7 litres, which are expected to reach
67.5 litres in 2022. On the contrary, per capita consumption ofalooholic beer is set teemain roughly
constant in the coming years.

171 Cuanta cerveza consumen los mexicanos al nhes://www.forbes.com.mx/cuantacervezaconsumenlos-
mexicanosal-mes/
1721n Mexico almost 50% of beers are ligBtewing andBeverage Industryniternational, Volume 5, 2018, p 9.



https://www.forbes.com.mx/cuanta-cerveza-consumen-los-mexicanos-al-mes/
https://www.forbes.com.mx/cuanta-cerveza-consumen-los-mexicanos-al-mes/
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Figure5-40: Evolution and forecast of beer markatiflion litres) inMexicq total volume, 20122022
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Historic CAGR % 2012/17
Source: Euromonitor Internationaflcoholic Drinks, 2018

5.10.2.2 Consumer profile and purchase criteria

Beerisa SEAOlI y&aQ FI @2dzNAGS | f02K2ft A0 0SOSNI ISP . 20K
different occasions, mostly to have fun in company of friends and relatives. Although industrial beer is
purchasedmore often, since it is more affordable, craft beers consumption is on the rise. Furthermore,
healthy-conscious consumers are driving the growth of the-adnoholic and light segments.

Consumers

In a recent survey, mosflexican adultsndicatedthat
not only beer was the firsialcoholicdrink they have
purchasedn their life(68%) put itis also thébeverage
they prefer today(61%) This was particularly the case
of southeastern residents, 81% of whom provided
such answerg:,

Consumption of beeniMexico slightly varies based on
some indicators, including:

1 Age Half young consumers, aged 35,
purchase beer, but they only account for 24% of the tetdlime consumedh Mexico; Less than
half consumers over the age of Barchases beehut this £gment is responsible for almost two
thirds of total beer consumption (by volume).

173 Consumode BebidasAlcohdlicasen Méxicq http://consulta.mx/index.php/estudiose-investigaciones/mexico
opinal/item/download/247 dab404656793dde544cc57ad691c9e35



http://consulta.mx/index.php/estudios-e-investigaciones/mexico-opina/item/download/247_dab404656793dde544cc57ad691c9e35
http://consulta.mx/index.php/estudios-e-investigaciones/mexico-opina/item/download/247_dab404656793dde544cc57ad691c9e35
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1 Gender beer is purchased by over 44% men and slightly less than 42% wétoaever, men
are responsible for 65% of the total beer consumption in MeXtc®omen are also gdually
trading up for craft beers, which are perceived as healthier comparextizin other alcoholic
beveragesncluding massnarket beet’.

Drivers and method of consumption

Most Mexicans purchase beer to have fun and enjoy the company o
friends and colleagues (during the whole week) and relatives (especia
during the weekend). While consumption of industrial beer mostly take®
place at home, consumers are more likely to drink craft beer at bars a
restaurants. Methods of consumption slightly ryabetween different
consumers segments:

1 Men over the age of 60 drink beer in company of friends, and to g
less extent with relatives. They drink especially at night.

1 Young people aged 28 consume beer in company of their
partner and are more likely tpurchase it in bars and clubs.

1 Occasional consumers mostly drink beer during meals, especiall
restaurant, food stalls or in occasion of sportive and other kind
events’s,

Mexicans typically consume beer from glass bottles (which are returnablé) 3@8ml bottles available

both through on and offrade channels; and bottles of just under 1 litreaguama$ available through

off trade channels. One particular method of consumptiatich is popular among certain consumer
groupsis the mixingofbedd g6 A 1 K OKAf ft AX fAYS | yR antichefadal 2 ONBIF (S

Purchase criteria

Domestically produced beers, which dominates the market and hence can be considered to reflect overall
consumer tastes, are generally lighodied, mild tastindbeers. These are primarily blonde beers. While
there are some amber or slightly darker beers, they share the aforementioned characteAstiosding

to a recent survey, over half consumers indicated to prefer industrial beers, followed byedgbmdents

who reported toprefer craft beer, over other alcoholic beverages. Consumers that opt for craft aeers
mostly driven by taste and qualitiNonetheless, loweincome customers are more affected by price
when making purchases. Due to a gendnehlth-conscious trend, consumers are more and more

1744 de 10 mexicanos toman y prefieren cerveza,
http://www.alimentacion.enfasis.com/notas/79068-10-mexicanosomany-prefierencerveza

175 ¢Por qué el consumo de cerveza es tan importante en Méxibti@s://www.forbes.com.mxforbes
life/consumocervezamexico/

1764 de 10 mexicanos toman y prefieren cerveza,
http://www.alimentacion.enfasis.com/notas/79068-10-mexicanosgoman-y-prefierencerveza



http://www.alimentacion.enfasis.com/notas/79066-4-10-mexicanos-toman-y-prefieren-cerveza
https://www.forbes.com.mx/forbes-life/consumo-cerveza-mexico/
https://www.forbes.com.mx/forbes-life/consumo-cerveza-mexico/
http://www.alimentacion.enfasis.com/notas/79066-4-10-mexicanos-toman-y-prefieren-cerveza
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purchasing light beers that contain less calories, which according to experts may achieve 40% share of the
market in 20217778,

5.10.2.3 Recent market trends

In Mexico, consumption of beer is very high, and Ijemted to further rise, driven bg wider product

offer, as well as growing interest among consumerSonsumption is projected to grow by nearly 13% in
2017-2022, with sales reaching 8.8 billion in 2822Although lager beer is expected to remain thesino
popular segment, low calories and nalcoholic beers are gaining momentum, as consumers, especially
women, are increasingly paying attention to their health. Craft beers are a very small segment (estimated
at under 0.1%) in a market which has traditalg been dominated by two large breweries; however,
there are recent indications that interest craft and alternative beers is increasing and is hence a trend
worth monitoring'.

5.10.3Offer
5.10.3.1 Domestic production

With around 29.5 billion bottles (or 11@illion
hectolitres per year, Mexicohas established
itself as the fourth largest producer of beer in the
world, preceded only by China, US and Brahit
main driver of the domestic production growth
has been exports, whialoseenormously thanks
to the advances in internationagation AB InBev
and Heinekemchievedfollowing their respective
acquisitions in the last ten years of the two large
domestic breweries, Cerveceria Cuauhtémoc
Moctezuma and Grupo Modeld® . Beer is
produced almost everywhere in Mexigearticularly in the states of Zacatecas (nearly 18% of the total
production), Coahuila (15%), Mexico (13%), Nuevo Ledn (11%), and Oaxaé#.(11%)

17 Deloitte ReportLa cerveza artesanalunaexperiencia multisensorial,
https://lwww?2.deloitte.com/content/dam/Deloitte/mx/Documents/consumebusiness/2017/CervezArtesanal

Mexico-2017.pdf
1781n Mexico almost 50% of beers are ligBtewing andBeverage Industryniternational, Volume 5, 2018, p 9.

179 Euromonitor International: Alcoholic Drinks, 2018

180 https://www.forbes.com.mx/cervezartesanalmexicanacontodo-para-crecer/ ;
https://expansion.mx/empresas/2018/05/17/mexiemaugurauna-malteriaparaimpulsarla-cervezaartesanal
181 MX passes Germany in beer grmtion, https://mexiconewsdaily.com/news/myassesjermanyin-beer
production/

182 Cerveceros de Bkicg https://cervecerosdemexico.com/industrieervecerainfografias/
https://cervecerosdemexico.com/estadde-la-industria/



https://www2.deloitte.com/content/dam/Deloitte/mx/Documents/consumer-business/2017/Cerveza-Artesanal-Mexico-2017.pdf
https://www2.deloitte.com/content/dam/Deloitte/mx/Documents/consumer-business/2017/Cerveza-Artesanal-Mexico-2017.pdf
https://www.forbes.com.mx/cerveza-artesanal-mexicana-con-todo-para-crecer/
https://expansion.mx/empresas/2018/05/17/mexico-inaugura-una-malteria-para-impulsar-la-cerveza-artesanal
https://mexiconewsdaily.com/news/mx-passes-germany-in-beer-production/
https://mexiconewsdaily.com/news/mx-passes-germany-in-beer-production/
https://cervecerosdemexico.com/industria-cervecera-infografias/
https://cervecerosdemexico.com/estado-de-la-industria/

165| Page Mexicog Market Entry handbook

5.10.3.2 Imports and exports

As indicated inFigure 5-41Figure5-7, due to large domestic production, volumes of exported beer
enormously exceed imports: M&d exported 3.3 million tonnes of beer, while importing 262 267 tons in
2017. Currentlyexico isresponsible for the production @nein five beers exported in the worldvhich
makes it the mairbeer exporterworldwide!®®, Thisis anincreasingtrend, asMexicanimports have
stagnated while exports have been rapidly risimg20122017.

Figure5-41: Trade balance (imports arekports) of beer in Mexico, 2013; tonnes
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-1 000 000

imported; negative

-1 500 000

-2 000 000

-2 500 000
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-3 500 000
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® Exports ® Imports

SourceTrade Map, International Trade Centrbttps://www.trademap.org/
Data for CN code 2203

Figureb-42 shows that the United States leadtportsof beer to Mexico, accounting for nearly 94% of all
Mexico imports by volume (2017 figure). Belgium, Germany and Netherlands, which lag far behind th
American country, follow, accounting for almost 6% of total volumes of beer imported by Mexico.

One of the main reasons why the USA dominate the imports is that the country is a heavy producer of
beer, the second largest worldwide. Furthermore, undex tWAFTAMexico and the United States have
eliminated tariffson several agfiood products, including beer, hence boosting mutual exports.

183 Cerveceros de México y el INE@Gips://www.forbes.com.mx/cervecerosle-mexicey-el-inegi/



https://www.trademap.org/
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While the United States are the largest importer of beer by volume, the unit value of US beer was
fractionally béow the world average (614 EUR/tonnes) in 2017. On the contrary, European beers unit
value, which largely fluctuated in 202®17, was relatively high compared to beers imported from other
countries, including the USA. German exports recorded the higmétstaiue (1 327 EUR/tonnes).
Figure5-42: Mexicoimports of beer by countr201317; tonnes
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200 000

150 000

volume tonnes

100 000
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m United States of America ® Belgium ™ Rest of the EU ™ Rest of the world

SourceTrade Map, International Trade Centrbttps://www.trademap.org/Data for CN code 2203
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Figure5-43: Per unit value dfiexicanimports of beer for selected countri§1317 (EUR per tonne)
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SourceTrade Map, International Trade Centrettps://www.trademap.org/
Data for CN code 2203 (Beer made from malt)

5.10.3.3 EU Gl products

As reported in section 4.2.4, under the modernisedNEkXico Trade Agreement, several products are set
to be recognised as Geograpai Indications in Mexico, includisgme beer products:
 CzechRepubli& S & 1 SantdaAS#2] 2 6 dzZRS22 BA 01 S LA @2
1 Germany:Bayerisches BieBremer BierDortmunder BierKoélsch BeeKulmbacher Bierand
Minchener Bier

5.10.3.4 Main competitors

As described in sectidf10.3.2 benefitting from

the NAFTA, the United States currently account
for almost all Mexican imports of beer. What is
more, imports area small share of the beer
market, which is dominated by the massive
domestic producers (see secti®nl0.3.]: Group
Modelo of Inbev andCerveceria Cuauhtémoc
Moctezuma (also known as Heineken Mexico),
which respectively hold a share of 57.3% and
40.5% of the Mexican beer market; effectively making the market a duopoly. In order to keep their shares,



https://www.trademap.org/
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the two companies have been constandyjusting their offer to meethe consumer needsrecently
focusing, for example, on light and naicoholic beer$“.

5.10.4 Specific market entry requirements

Market Access and Entry

As described in sectioa.2.1, beer producers should register to thdexican Register of Importers
Furthermore, products must comply with tli@deral Law of Metrology and Normalisatitime NOM120-
SSA11994, as well as the General Health Law (see sedtd). In terms of tariffs, European products
have dutyfree access to the Mexican market.

Detailed information on import duties and Rules of Origin can be adited on the European
Commission website:
http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=2203

Customs procedures

A list ofstandard docurents required for import beer into Mexico is presented in sectb@.l
Furthermore, alocument confirming that importers have registered as Importers of AlcamdlAlcoholic
Beverages with the Tax Administration Senwceequired for custom clearance.

Any other up to date information on appropriate documents concerning customs procedures ca
consulted on European Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=2203

SPS measures
All sanitary and Phytosanitarpmeasures concerninthe import of beersinto Mexicoare in line with
international standards

Up to date information on appropriate documents concerning SPS measures:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscod@203

Labelling

As described in more detail in sectidr2.3(see in particulaiable4-1), imported beer must comply with
the specific labelling rules concerning alcoholic beverages set dbima Oficial Mexicani42, or NOM
142-SSA1/SCR014,and Norma Oficial Mexican®99, or NOM199-SCFR017.

5.10.5 Distribution

In Mexico, offtrade channels account for 78% of beer sales imteof volumeAsoutlined inFigure5-44,
in 2017, the main offrade channels for beensere small grocery retailer&46%) as well a®od/ drink/

184 Eulomonitor International: Alcoholic Drinks, 2018
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tobacco specialists2@.8%) followed byhypermarkets 10.%%), discounters (8.1%),ral supermarkets

(6.5%).

Figure5-44: Distribution channel overview of beemitexico(2017)
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Source: Euromonitor Internationalcoholic Drinks, 2018

5.10.6 Challenges for EU products

Although beer is highly popular in Mexico, Europeavdpcers may find it challenging to penetrate this
market. This is due to the heavy domestic production with the domestic producers making the
mainstream market a duopoly; and strong imports from the more geographatafig US. Indeed, overall

Market Takeaway: Beer

Consumption:Consumptiorof beer in slowly rising, driven lywider product offer, as well as a growing intere
among consumers.

Competition: Market dominated bytwo multinational companies, Group Modelo and Heineken Mexico; imp
which are relatively low, come almost entirely from the USA.

Distribution: Beer is mainly purchased througfi-trade channels, in particulatore-based retailing.
ChallengesSaturated market, given the heavy domestic production, which effectively creates a duopoly; a
strong competition of US imports.

Opportunities: Brewed beers are increasingly appreciated by Mexican consumers; healthgious segment i
driving the rising sales of nealcoholic and light beers. Potential may be emerging among artisanal beers.
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the beer market can be considereghturated. The twebig companies Group Modelo ar@erveceria

Cuauhtémoc MoctezumgHeineken Mexico) are constantly adjusting their offer to meet the consumer
needs and hence hold on to their dominating market shares.
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5.11 Fresh fruit and vegetables

5.11.1 SWOT analysis

- Mexico as a large
producer of fresh fruit
and vegetables

-Increasing demand for
diverse fruit and

vegetables

- Some emerging market
niches

- Increasing
consumption of products
with low domestic
production (cherries,

- EU countries not
among top exporters to
Mexico

- Other FTAs and
possible implications

apples)

- Growing demand for
quality products,
especially staples

5.11.2 Consumption
5.11.2.1 Evolution of consumption

The market for fresh fruit has been dhe rise, with all categories noting a positicempound annual
growth rate CAGRin years 2012017. As presented iRigure5-45, the category ofother fruit (which
includesavocados, mangoes, apricots among othéi@ve the largest share in Mexican market for fresh
fruit. They have been steadily growing since 2012 (1.1% per year) and are projected to continue an upward
trend. Similarly, the market size of the second biggest categorgngesg has been also growin@.1%

per year) and is expected to grow further, followed by bananas, which market size rose by 1% per year
between 2012 and 2017 and is predicted to reach growth of 1.4% CAGR over the forecast period.

Other segments within the fresh fruit category suehthe market for apples and pineapples are much
smaller in terms of market size. Lastly, two categories recorded exceptionally high growth in years 2012
2017, namely fresh apples and cherries (over 13% and nearly 13% per year respethisetrpwth vas

driven by the increased availability of these products, both due to local prodd&tamd imports and

the distribution of these products by premium retailedsiterestingly enough, the cherry market is

185|n this context it should be noted that the base year of 2012 was an anomaly for production of apples in Mexico,
as drought hit apple producing regions, greatly restricting domestic production (and hence impacting overall
availability). Domestic cherry @duction on the other hand has rapidly grown over the 2Q¥2period but remains
small.
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predicted to keep the high growth (over 7% perfMda > ¢ KSNBI & | LI SaQ YI NJ S
slow down (2% per year).

Figure5-45; Evolution and forecast of fresh fruits market (000 tonneb)ericq total volume 2012022
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As in the case of fresh fruit, the market for vegetables in Mexico has also betre gize, with all
categories noting a steady growth in years 2@0DA7 Figure5-46). Other vegetables, i.e. notably
peppers, eggplants, carrots, green vegetables and mushrooms, are the largest category within the market,
with expected gradual growth of 1% over the forecpstiod. Tomatoes, the second biggest segment,
noted the greatest growth of 5.2% per year between 2012 and 2017 and are expected to continue
growing. The markets for maize, onions, cauliflowers and broccoli recorded a positive CAGR and are also
expected toremain an upward trend.

QX
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Figure5-46:Evolution and forecast of vegetables market (000 tonnel)eixicq total volume 2012022
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5.11.2.2 Consumer profile and purchase criteria

Consumers

Mexico is a large producer of both fruit and vegetables,
which have been fundamental for Mexican cuisine and
lifestyle. Fresh fruits are commonly used as a street s(ack
indeed are some vegetable®)r consumed this way at
household4®. Moreover, consumers in Mexico find some
fruits indispensable when it comes to preparing Mexican
dishesg with avocados being the perfect example. This fruit
is widely used in vast variety of meals and prepared in
different ways. Mangoes or papay, on the other hand, have
had a wide use in preparing desserts but have been also used
in some typical Mexican preparations such as salsa or ques#tilasrthermore, one of the commonly
used fruit in preparing meals are lemon and limes, which are wigketd in almost all traditional Mexican
dishes Apples and bananas are commonly fed to babies by their parétltr fruits in common use are
oranges, pineapples, applemelonsand strawberries among others.

In case of vegetables, consumers in Mexiaeebmajority of their dishes on corn preparations as well as
tomatoes and peppers. There are numerous ways of incorporating mentioned vegetables into Mexican
diet, including, drying, stuffing, frying, etc. Corn, on the other hand, is a basic starchigoMerming

18 The Fruit and Vegetables of Mexitatps:/whywaittoseetheworld.com/mexicadruits-and-vegetables/
1877 Traditional Mexican Fruits and Vegetablagps://mexicaligrillrestaurant.com/#raditionalmexicanfruits-
and-vegetables/



https://whywaittoseetheworld.com/mexican-fruits-and-vegetables/
https://mexicaligrillrestaurant.com/7-traditional-mexican-fruits-and-vegetables/
https://mexicaligrillrestaurant.com/7-traditional-mexican-fruits-and-vegetables/
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almost all sorts of traditional dishes. Other essential vegetables include squash, tomatillo, jicama and
onions among many others.

Notable consumer sugroups include:

1 Health conscious consumerdhese consumers are constantly looking favdurcts that might
provide specific benefits leading to a healthy lifestyle. Concrete examples are: are berries
(antioxidant properties); lemons, oranges and grapefruits (vitamin C); and cactus leaves, carrots
and celery (better health in general).

1 Conveniece-oriented consumersthese consumers look for convenience in terms of portability
and ease of consumption; and hence often choose products such as bananas (portable and easy
to consumer) and oranges (easy and affordable source of juice).

91 Price sensitiveconsumers These consumers prefer affordable items including tangerines,
mandarins, oranges and grapefruit while staying away from high priced cranberries, cherries and
Kiwis.

Demand for organic fruit and vegetable products is currently very low. Tdig i® acombinationof: the

high price point of these products; a lack of perception among most consumers of difference compared
to non-organic products; and the inability of producers to meet the volume requirements of the major
retailers, hence restritng their availability. That said, organic produce is increasingly available in
specialist outlets; and with increasing interest from some consumer segments (partly due to increased
domestic productioralbeitfor export) demand for such products is expected to increase going forwards.

Drivers and method of consumption

The main factor driving the consumption of fresh fruit and vegetables is Mexican cuisine, which
determines the type and scale of the usage. 8@roducts are regarded as staple food for consumers in
Mexico, e.g. corn, beans, tomatoes, avocados, chilli peppers, limes, and they are willing to pay higher
price for quality products. Despite the prices increases of avocados and tomatoes in casagof ris
productionor transportcosts or bad weather conditions, these products are wiitlely consumedy
Mexican consumers. In terms of method of consumption, as mentioned in the beginning of this section,
fresh fruit and vegetables are widely used in mg@paration, being dried, stuffed, fried etc. or treated

as a snackYounger consumers frequentpair their fruit with powder chilic with cucumber, jicama,
mango and oranges being the most popular amongss¢éhconsumers

Purchase criteria

Mexican consmers, as identified above, base their purchases loiNP RdzOG 4 Q dza S¥dzf ySaa
cuisine and availability which is influenced by seasonalitgnd often leads to the consumption of

products inseason Moreover, despite the overall priemonsciousnessconsumers in Mexico put
LINPRAzZOGAQ ljdzZh f A& 20SNJ 0KS LINAOS 4KSy Al 02YSa O
general, recent price increases did not discourage consumers to purchase quality ptédBase

188 Eyromonitorinternationat Fresh Food, 2018
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consumers are willing to choosgeicier imported products over local ones if they perceive the quality and
taste to be higher.

5.11.2.3 Recent market trends

In general, the output of the Mexican market for fresh fruit and{‘ i [ A
vegetable is largely combined with weather conditions, whic}‘(\ !

ultimately impacts supply and prices of products as well a:

production and transport costs. Nevertheless, some staple ' “

products, regardless of price increases are continuousl
appreciated by Mexican consumers.

The latest marketonsumptiontrend in Mexicaelates toapples and cherries, which market size has been
significantly rising in previous years. In case of cherries, as domestic production in Mexico is rather minor
in comparison to latest trends, thus in view of increasing popularity Mexico has been imparteg |
volumes of this fruit from abroad, mainly USA. In the segment of fresh vegetables, Mexican farmers, e.g.
Ay 1 3dz- a0FftASyiGSazr KI @S NBOSyidfe adalrNISR (2 RS@St
dishes®,

5.11.3 Offer
5.11.3.1 Domestic production

Mexico is a large producer of numerous varieties of fresh fruit and vegetable. The most prominent
products include avocados, corn, tomatoes, peppehillies,lemon and limes, onions and strawberries
among many others. In addition, there are many other frésiit and vegetable, which are typical for
Mexican culture and climate. As identified further, in secti1.3.2 Mexico also imports certain
products, despitdhaving production present. However, ultimately iteoot fulfil domestic demand, as

in case of apples, for instané® where the dominant manufacturers are located in Chihuahua, Durango,
Coahuila and Pueblalotable operators in the small but growing ong@asegment include Aires de Campo
and Campo Vivo.

5.11.3.2 Imports and exports

As presented inFigure 5-47, Mexico exports far more of fresh fruit and vegdid than imports.
Moreover, export volumes of fresh fruit have been on significant rise since 2013, whereas exports of fresh
vegetables slightly dropped in 2017, after a period of considerable growth in year20@64Imports of
both fruit and vegetableson the other hand, have remained relatively stable throughout last years.

189 Eyromonitor International Fresh Food, 2018

190 Mexico, Fresh Deciduous Fruit Annudhited States Remains Main Supplier of Deciduous Fruit to Mexico;
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Fresh%20Deciduous%20Fruit%20Annual _Mexico%20Ci
ty _Mexico 1115-2018.pdf



https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Fresh%20Deciduous%20Fruit%20Annual_Mexico%20City_Mexico_11-15-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Fresh%20Deciduous%20Fruit%20Annual_Mexico%20City_Mexico_11-15-2018.pdf
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In the sector for fresh fruit, Mexico exports large volumes of avocadlosse account for vast majority

of total exported volume. They are followed by exports of strawberrigsiscfruits, melons and bananas
(Figure5-48). In case of fresh vegetables, analogically, there is one dominant product being exported
tomato, which is followed bgucumbers, onions, cabbage, cauliflowers and lettuce. Apples, pears and
quinces; and apricots, cherries and peaches stand out as the only categories across fruit and vegetables
for which Mexico has a deficivhile maize is not included in the CN codeviegetables in the graphs, it

is worth noting that there is effectively a swap trade, with large volumes of yellow corn are imported for
domestic tortilla production while white corn is exported for processing abroad into corn syrup.

As depicted irFigure5-49, USA is a major exporter of both fresh fruit and vegetables. Other countries
include Chile and Canada, followed by Peru, China and Turkey.



177| Page Mexico¢ Market Entry handbook

Figure5-47: Trade balance (imports and exports) of fruits and vegetables in Mexico,1Z0%alue 000 EUR
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Figure5-48: Trade balance of fruit and vegetables by type, 2017 (value 000 EUR)
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Figure5-49: Mexican imports of fruits and vegetables by country, 2073value 000 EUR
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5.11.3.3 EU GI products

As identified in sectiod.2.40n protection EU Gl products, under the new-KExico Trade Agreement,
340 products are set to be protected on the market. The following fresh fruit and vegetable products have
been included in the list:

Phte de FlorenvilléBelgium)

Ail blanc de Lomagne (France)

Ail de la Dréme (France)

Ail rose de Lautrec (France)

Noix de Grenobl¢rrance)

Pomme du Limousi(France)

> At herm _h, 2 uh oyt cGreeced Y2NRYOGKAF LA {GF FA
Mela Alto AdigeSudetiroler Apfe(ltaly)

Pomodoro S. Marzano dell’Agro Sarnésecerino(ltaly)
Maca de Alcobacg@Portugal)

Péra Rocha do Oeste (Portugal)

Citricos Valencianos; Citrics Valencians (Spain)

=4 =4 =4 =4 A4 4 —a - 4 -8 oa A

5.11.3.4 Main competitors

TheMexican market for fresh fruit and vegetableginly relies on domestic production, which provides

staple products for consumers, making the market effectivelyséficient and with a large trade surplus

in all but a few categories. Major processers of fruit and vegetables in Mexico include MayiasSa de

CV, Vidimport Sa de CV and Casa Quintana Sa de CV in case of fruit as well as Distribuidora Hortimex SA
de CV, Mar Bran SA de CV and Interfruver de Mexico SA de CV in the vegetable market.

Most gaps in supply, especially during unfavourabésather conditions and poor harvest, are filled with
imported products; the vast majorityffrom the USA, followed by fruit and vegetables from Canada, Chile
as well as Peru, China and Turleyports from the EU are historically very small.

That said, thez are some niches where competition is lower and there may be opportunities for EU
exporters. These include: cherries (though there is notable competition from the US for this fruit), plums

and grapes; kiwis (which are entirely imported); apples (whichnadely used but for which Mexico is
notselfsufficien);nong KA 1S 2y A2ya o6dmx: 2F aSEAO2 Qdubergine® S 2y A 2
(which are commonly associated with Italian cuisine); and artichokes (which have gained some popularity

as anexotic dish) Premium/gourmet retailers are important distributors in several of these niches (see
sections4.4.2.1and5.11.5.
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5.11.4 Specific market entry requirements

Market Access and Entry

Imported fresh fruit and vegetableare subjectto market entry requirements set out in the General
Health Lawas described in sectich2.1 In addition to essential market entry documentation, fresh fruit
and vegetables are subjettt phytosanitary certification and requirements.

Customs proedures

A list of standard documents as well as the overview of the procedure is presented in skgtibrit
should be noted though that importinffesh fruit and vegetablemight require providing additional
documentation concerning thphytosanitary aspects.

SPS measures
Importation of freshfruit and vegetableso Mexico require set of documents to be delivered, certifying
LINP RAzZOGAQ ak¥FSdGe FyR ljdzr ft AGe

91 Application Sheet for Phytosanitary Requirements
1 Import Certificate for Plants and Plant Products
1 Phytosanitary CertificateCgrtificado Fiteanitarig

Please be advised that in case ofesgortation on the basis of Phytosanitary Certificate, an additional
document applieg, Phytosanitary R&xport Certificaté™,

Mexico has traditionally applied an inspection requirement {gpiesarance) to prducers wishing to export

to Mexico. A new system will be introduced under thedernizedEUMexico FTAmeaning that
individual member states will be able to apply for approval to export certain fruit and vegetable products
without further individual prodicer inspections. It should be noted that some member states such as
Spainand Portugahave already successfully negotiated this approval in advance of the entry into force
of the updated agreement, and hence already facilitating exports. If you areegtegt in exporting fruit

or vegetables to Mexico, it is worth contacting the competent authorities of your member state to verify
the current situation.

Up to date information on appropriate documents concerning SPS meascagsbe consulted on
European Commission websitehttp://madb.europa.eu/madb/indexPubli.htm

Labelling
As described in sectioh2.3 the labelling of imported producis set out byNorma Oficial Mexicana 051
legislation.

191 hitp://madb.europa.eu/madb/viewPagelFPubli.ntm?countryid=MX&hscode=0810&doc=cf phy re.html



http://madb.europa.eu/madb/viewPageIFPubli.htm?countryid=MX&hscode=0810&doc=cf_phy_re.html
http://madb.europa.eu/madb/indexPubli.htm
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5.11.5 Distribution

Mexico¢ Market Entry handbook

As seen irFigure5-50, in terms of total volume, both fresh fruit and vegetables are mainly distributed
through retail channel (over 70% of shares). Moreover, in both cases, there were no significant changes
in shares in 2017Grocery retailers including supermarkets now accountjéist over half of fruit and
vegetableretail sales, with fixed and open markets the balance. The importance of supermarkets for
distribution has grown in recent yearstey tend to havean important impact on the sales performance

of different fruit vegetable products as they determine the placement and space allocated to each one.
With the evolution of modern retailers which may now target different market segments (see section
4.4.2.)), different retailers are also looking for different products for their target segments; most notably,
premium/gourmet retailers look for an increasingly wide varieftigh-quality produce.

Figure5-50: Distribution channel overview of fresh fruit and vegetablédexico(2017); total volume
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Source: Euromonitor International: Fresh Food, 2018

5.11.6 Challenges for EU products

Vegetables
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Given that Mexico is a large producer and net expovtgh a high level of domestic sedtifficiency in
most categories, export of fresh fruit and vegetables to Mexico may be challenging. Imports occur only in
specific product segments or in caskeunfavourable weather conditions with the vast majority of fresh
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fruit and vegetables being imported from USA. Lastly, legislation has historically been a notable barrier,
but this is being partly alleviated under the updated-EExico FTA.

Market Tekeaway: Fresh fruit and vegetables |

ConsumptionConsumption of all fresh fruit and vegetables has been on the rise, including products whic
has increased, e.g. tomatoes, avocados.

Competition: Market almost entirely selufficient, with occurringmports from USA in case of few produc
and/or poor harvest due to unfavourable weather conditions.

Distribution: Fresh fruit and vegetables distributethinly through retail channels (over 70% of shares in te
of total volume).

ChallengesDomestic poduction/seltsufficiency and historically challenging legislation.

Opportunities: Increasing consumption of fresh fruit and vegetables. Specific opportunities in cases
domestic production do not satisfy demand, e.g. apples, cherries. Someopigbeunities eg. Aubergines
artichokes, kiwis. Moreover, Mexican consumers tend to place quality of products very high, som
disregarding higher price, especially for staples. Simplification of import procedures under the updated F
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5.12 Fresh meat

5.12.1 SWOT analysis

- Complex framework
related to market entry
and requirements

- Pricing often a key
consideration

- Meat consumption on
the rise

- Market evolving with
new segments emerging

- Updated EUMexico
Trade Agreement to
faciliatate import
requirements / reduce
duties

- USA as a major
importer of fresh meat

. e to Mexico
- Import diversification

policy introduced in
Mexico

5.12.2 Consumption
5.12.2.1 Evolution of consumption

Consumption of meat in Mexico has been rising and reached 6.1 million tonnes in 2(HiGuks-51
depicts, paltry is the largest segment and has been noting an increase of 3.4% per year between 2012
and 2017 and is projected to increase further, however atoaverpace (2.4% per year). Beef is next,
however in recent years its increase was the lowg818% pelyear. The beef market size is expected to
grow by 1.2% over the forecast period. Pork, on the other hand, noted the highest increase in years 2012
2017 (4.8% per year) and its growth is forecast to slow down to 2ef¥pound annual growth rate
(CAGRIn the incoming years. Consumption of mutton and other nsdaive been significantly smaller

than the mentioned three types of fresh meat, however its market size is togiseitton by 1.7% per

year and other meat, 0.6% per year.
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Figure5-51: Evolution and forecast of fresh meat market (000 tonneB)ericq total volume 2012022
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5.12.2.2 Consumer profile and purchase criteria

Consumers

Meatin Mexico is considered as an important ingredient in traditional dietary habits. Mexican consumers
use fresh meat imvast variety of their dishes, sometimes combining several types of them. Poultry, beef
and pork are preferred; however, consumption @bat meat has been increasing, especially in the
northeast region of the country whett@e dishcabritois very populai.

Poultry is regarded as the most affordable animal protein
in Mexico, followed by pork anthen beef, consumption

of whichis often @nstrained by low income andften
unavailable for middlencomers (see Table 5-3).
Moreover, growing consumption of poultry has been
driven byboth concerns about the health impacts of red
meat and increasing attention from the processing
sector®®, Despite the fact that begfrices are in general
much higher than poultry, projected economic stability in
the country is expected to drive higher beef consumption over the next {&aPork is perceived as a

192 Eyromonitor International: Fresh Food, 2018

193 Mexico, Poultry and Products Annual, A Robust Poultry Sector Continues in Mexico; USDA Gain Report;
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Poultry%20and%20Products%20Annual Mexico%20Cit
y Mexico #27-2018.pdf

194 Mexico, Livestock and Products Annual, Multiple Trade Deals Open the Gates to Exports and Competition; USDA
Gain Report;
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Livestock%20and%20Products%20Annual_Mexico%20
City_Mexico 94-2018.pdf



https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Poultry%20and%20Products%20Annual_Mexico%20City_Mexico_7-27-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Poultry%20and%20Products%20Annual_Mexico%20City_Mexico_7-27-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Livestock%20and%20Products%20Annual_Mexico%20City_Mexico_9-14-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Livestock%20and%20Products%20Annual_Mexico%20City_Mexico_9-14-2018.pdf
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staple meat in many parts of the country and is used in many traditioshed as well as an important
input for processed meat products.

Table5-3: average retail prices of different meats (MXN per kg), 2018

Meat Average retail price per kilo

Poultry 52
Pork 85
Beef 143

Source: Euromonitor Internationatd/ Agra CEAS

Recent yearshavebrought the growing popularity of goat and other meauch as wild boars or exotic
such as grasshoppers or magddtsAs mentioned above, the demand for goat meat has been emerging
particularly in the northeast region of the country, but also in central Mé%ico

Against the background set out above, three further notable consumer groups can be identified:

9 Price sensitiveThese consumers now have more disposable income but opffiamdable meats
and hence favour poultry.

1 Health consciousas noted above, healthoncernshave recently affected the types of meats
some consumers prefer. With much research outlining the harmful impacts of red meat, these
consumers prefer white meat avor leaner cuts and bettequality productsThis segment is also
more likely to consider vegetarian alternatives such as chees, mushrooms, cactus leaves, pumpkin
flowers and potatoes.

1 Taste drivenThese consumers look for specific cuts and are notaestd by price. This group is
leading to the uptake of beef and veal, especially in foodservice outlets.

Drivers and method of consumption

Two most important factors impacting the meat consumption and meat preferences in Mexico are
combined with pricing ad culture. As majority of Mexican citizens tend to be middmmers or low,

their approachtowardY S I i LJdzZNOKI aSa I NBESf& RSLISYR 2y LINERdzO(
price of poultry this type of et is often preferred. Secondly, due tod fact that Mexican dietary habits

are considerably meabased, consumers in Mexico often choose meat which is suifablgaditional

dishes thoughthere hasbeenevolution andadaptationin the types of meat used for such dishes. This

has also favour poultry as it can be used in a wide variety of traditional meals (some tacos, enchiladas,

tinga and mole).

In terms of method of consumption, it should be pointed out that for Mexican consumers the crucial meal
of the day is lunchL@ comida) It usually consists of several courses including appetizer, a soup or salad

195 Exott meats popular in Mexico, despite questionable soutt#os://america.cqgtn.com/2018/03/21/exotic
meatspopularin-mexicedespitequestionablesource
19 Eyromonitor InternationalFresh Food, 2018



https://america.cgtn.com/2018/03/21/exotic-meats-popular-in-mexico-despite-questionable-source
https://america.cgtn.com/2018/03/21/exotic-meats-popular-in-mexico-despite-questionable-source
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and the main course very often containing meat. OrRgot dishes are very typical for Mexican cuisilme.
addition to the examples for poultry identified aboveysralother main fresh meat preparation methods
are commonly usece.qg:

9 Carne asada marinated grilled meat,
cut into strips. Usually used in burritos
and tacos.

1 Pollo asada; marinated grilled chicken,
treated as an alternative to beef in
burritos and tacos.

1 Lengua ¢ slowcooked beef tongue,
typically used in burritos.

9 Carnitas; seasoned pork.

Purchase criteria

As mentioned abovea large group of Mexican consumers tend to be pgoascious when purchasing
meat, which is often combined with middle/low income or relative poverty. Moreover, as Mexican
consumption habits are strictly linked to meat, consumers often base their criter@gplicability of meat

to traditional dishes, however some consumatso lookfor alternatives.

Freshness is also generally sought after by Mexican consumers, and the colour of the meat can influence
consumers (for example, poultry that is slightly gllin colour is generally preferred)s a general rule,
unpackaged products are considered fresher than packaged ones, even if the latter are often preferred
for convenience reasons.

5.12.2.3 Recent market trends

Recent years brought increase in fresh meat comstion in every segment. The market size of poultry
and pork has been growing, mostly due to affordability matters. However, in the view of exchange rate of
the Mexican peso against the US dollar in 2017, impacting positively imports of meat from theeUS, t
demand for higher priced cuts of beef and veal has been increasing, especially in the foodservice
channet®’. The premiummarket segmenais a whole, and the specific segmenbegf and veal for food
serviceboth show good potential in coming yeaiSomebrands of organic meats have emerged on the
market of late, though this trend is still quite young.

197 Euromonitor International Fresh Food, 2018
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5.12.3 Offer
5.12.3.1 Domestic production
aSlFid LINRPRdzOGA2y OF LI OAle A& SEGSyargsS:
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meat have been growing, esgally in case of poultry and pork. Moreover, domestic production of fresh
meat has been expanding in all segments. Further details, applying to respective sector are set out below:

1 Beef ¢ production has been fuelled by
government programmes and low feequtices.
Efforts have been made to improve traceability of
products. Beef is mostly produced in Veracruz
and Jalisco, followed by San Luis Potosi a
Chiapa$®,

1 Porkg growth of production has been influenced
by investments in vertical integration and
infragructure. The biosecurity measures have

been improved and Mexico is currently focused to expand infrastructure for slaughter and
processing. The state of Jalisco is the leader in fresh pork production, followed by Sonora, Puebla

and Yucatan.

1 Poultry ¢ production has experienced steady growth due to low aufsteed. Mexican poultry
sector is also characterized by the presence of patio poultry farming seen across the country in
addition to largescale commercial production. Moreover, usage of layer Hengggs and then

meat is a common practice in Mexi€d

5.12.3.2 Imports and exports

As presented irrigure5-52, Mexican imports of fresh meat have significantly exceeded export volumes

in last years. Imports went up considerably in 2015 and have been steadily growing since. Exports, on the
other hand,have been noting gradual growth since 20P8ultry and pork account for the largest share

of Mexican imports, followed by offal and bed¥fidure5-53). Lastly, as & in Figure5-54, the vast

majority of imports come from the US, followed by Canada and Brazil.

198 Mexico, Livestock and Products Annual, Multiple Trade Deals Open the Gates to Exports and Competition; USDA

Gain Report;

https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Livestock%20and%20Products%20Annual Mexico%20

City Mexico 914-2018.pdf

199 Mexico, Poultryand Products Annual, A Robust Poultry Sector Continues in Mexico; USDA Gain Report;
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Poultry%20and%20Products%20Annual _Mexico%20Cit

y Mexico 727-2018.pdf



https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Livestock%20and%20Products%20Annual_Mexico%20City_Mexico_9-14-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Livestock%20and%20Products%20Annual_Mexico%20City_Mexico_9-14-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Poultry%20and%20Products%20Annual_Mexico%20City_Mexico_7-27-2018.pdf
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Poultry%20and%20Products%20Annual_Mexico%20City_Mexico_7-27-2018.pdf
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Figure5-52: Trade béance (imports and exports) of fresh meat in Mexico, 200.3onnes
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Figure5-53: Trade balance (imports and exports) of fresh meat in Mexico, by type, 2017; tonnes
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Figure5-54: Mexicanimports of fresh mealby country, 20137; tonnes
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5.12.3.3 EU Gl products

As identified in sectiod.2.40n protection EU GI products, under the new-KExico Trade Agreement,
340 products are set to be protected on the market. The following fresh meat products have been
included in the list:

Volailles de LouéFrance)
Ternera GallegéSpain)
Scotch BeefUnited Kingdom)
Welsh lami(United Kingdom)

=A =4 -4 =4

5.12.3.4 Main competitors

Section5.12.3.1outlined that domesti production has been othe rise in all segments of fresh meat
sector in Mexico. However, as identified in sectioh2.3.2 Mexico has been also relyingfareign fresh
meat products, which in vast majority are imported from the US.


https://www.trademap.org/
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5.12.4 Specific market entry requirements

Market Access and Entry

Imported fresh meat products are subject of market entry requirements set out in the General Health Law
and more specifichf in Animal Health Law and Zoosanitary Requirements Module, as described in section
4.2.1

Customs procedures

A list of standard documents as well as the overview of the procedure is presented in skgtibrit
should be noted though that importing fresmeat products might require providing additional
documentation concerning th&nimal Health Law and Zoosanitary Requirements Module.

SPS measures
Importation of fresh meat products to Mexico require set of documents to be delivered, certifying
LINE R datty an@ quality.

Application Sheet for Zoosanitary Requirements

Import Certificate for Live Animals and Animal Products
Veterinary Health Certificate for Animal Products
Certificate of Analysis

Free Sale Certificate

= =4 =4 4 4

Establishments must be authoriséal export to Mexico, meaning that Mexican inspectors must visit and

F LILINE @S 620K GKS FdziK2NAGASE 2F GKS aSYoSNI {dGFdS
cost) prior to being able to export to Mexico. This provision is being amended timelepdated FTA

through a process known as plisting. Individual Member States will be able to apply for market access
TNRY GKS aSEAOIY FdziK2NAGASEASE YR AT | LIWINRISR (KS
establishments able to export withwb further inspection fronMexicanauthorities.It is important to note

that pre-listing will only take effectafter the entry into force of the updated agreement

Further requirements worth noting are:

1 Regionalisation for disease outbreakthe recogrion of regionalisation igenerallyin effect as
it was put in place as a precondition for negotiation of the ;Rfidugh some problems with this
do still remain

1 Beef exports: Mexico has committed to OIE guidelines regarding Bovine Spongiform
Encephalopthy (BSE); as a consequence those Member States with no risk status can export beef
to Mexico. Currently 3 countries fageore stringent requirementsas they are recognised as
having a controlled BSE ri%k

o France

200 hitp://www.oie. int/animal-healthrin-the-world/official-diseasestatus/bse/listof-bserisk-status/



http://www.oie.int/animal-health-in-the-world/official-disease-status/bse/list-of-bse-risk-status/
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o Greece
o Ireland

Up to date informationon appropriate documents concerning SPS measutas be consulted on
European Commission websitéttp://madb.europa.eu/madb/indexPubli.htm
Labelling
As described in sectioh2.3 the labelling of imported producis set out by Norm®ficial Mexicana 051
legislation. However, in case of fresh meat products, two siodeifvs apply:
1 Norma Oficial Mexicana NOBPB4-SSA1199301
1 Norma Oficial Mexicana NOWD2-SSA11994%2

5.12.5 Distribution

As seen irFigure5-55, fresh meat in Mexico is baindistributed mainly through retail channel with no
significant increases or decreases in shares in 201the specific case of beef, it should be noted that
food service outletplay a more important role in its distribution than for meat as a whole.

Among retail channels, modern grocery channels such as supermarkets and hypermarkets account for the
majority of distribution. However, butchers and markets are still popular in some areas, the countryside
in particular. Premium/gourmet retailers are incaaglyimportant for the sale of fine cuts of meat.

There are generally wetleveloped cold chain services for the distribution of meat across the country.
That said, there are some challenges relating to geographical coverage due to the immensetsze of
country and a either infrastructure and security issues in certain regions (e.g. Puebla, Guerrero).

201 NORMA OFICIAL MEXICANA MGMSSA11993, BIENES Y SERVICIOS. PRODUCTOS DE LA CARNE. CARNE
MOLIDA Y CARNE MOLIDA MOLDEADA. ENVASADAS. ESPECIFICACIONES SANITARIAS
http://www.salud.gob.mx/unidades/cdi/nom/034ssal3.html

202NORMA Oficial Mexicana NGIM2-SSA11994, Bienes y servicios. Productos de la carne. Productos carnicos

curados y  cocidos, y  curados emulsionados y  cocidos. Especificaciones  sanitarias;
http://www.salud.gob.mx/unidades/cdi/nom/122ssal4.html



http://www.salud.gob.mx/unidades/cdi/nom/034ssa13.html
http://www.salud.gob.mx/unidades/cdi/nom/122ssa14.html
http://madb.europa.eu/madb/indexPubli.htm
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Figure5-55: Distribution channel overview of fresh meaMexico(2017) total volume

67.7% 0.0% ¥
Retail

28.6% 0.1% A
Foodservice

3.7% 01%'VW
-

Institutional

Source: Eurommitor International Fresh Food, 2018

5.12.6 Challenges for EU products

Fresh meat products tend to be subjdotthorough market entry controls, which are to certify quality
and safety of imported products. In addition, Mexico has had-estgblished importsiés with the US,
wherethe vast majority of imported fresh meat come from.

Market Takeaway: Fresh meat

ConsumptionConsumption of fresh meat has bdanreasingand isexpected to remain on upward trend over the ne
years.

Competition: Domesticproduction has been on the rise, however since 2015 Mexican imports considerably
especially from the US.

Distribution: Fresh meat is being distributedainly off trade, with no significant changes recently.
ChallengesEstablished import ties, espably with the US, stringent control measures.

Opportunities: Increasingconsumption of fresh meat as well asodernized EWexico Trade agreement. Specif
opportunities in more premium segments. Diversification of imports policy introduced by Mexican authorities.
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5.13 Processed cereals

5.13.1 SWOT analysis

- Consumption of
processed cereals
projected to rise due to
convenience and health
related matters

- Cereal not a traditional
breakfast food

- Strong posistion of
domestic producers

- Rising health
awareness of Mexican
consumers

- Strong consumer
loyalty to brands

- Competition driven by
long-lasting presence of
domestic producers

- Changes in Mexican
breakfast habits,
shifting to convenience

5.13.2 Consumption
5.13.2.1 Evolution of consumption

As presented irFigure5-56, in years 20122017 the market for processed cereals in Mexico was on
decline, however it is predicted to pick up over the forecast period. Reaépt cereals (RTE) have been

by far the lagest segment in the market in terms of total volume, exceeding considerably the market size
of hot cereals. Nevertheless, hot cereals are projected to record a higher growth in coming years (2.3%
per year), whereas the market size of RTE cereals is expectgow by 1.5% per year.
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Figure5-56: Evolution and forecast of processed cereals marleeixicq total volume 2012022
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5.13.2.2 Consumer profile and purchase criteria

Consumers

Bre&fast cereals in Mexico are generally associated with
products that are high in sugar and carbohydrates. Generally
speaking, the typical Mexican breakfast does not include
processed cereals, as it usually consists of diffeccourses,
such agan dulce(sweet bread)atole (a thickened drink with
corn masa, rice or oats). Other savoury versions include, eggs,
tortilla, tomato sauce ochilaquiles®.

However, due convenience added value and rising health awareness, sosu@ns have started to
choose certain types of processed cereals more often to adopt to busier lifestyles. Moreover, unlike
regular breakfast cereals, perception of muesli and granola is rather pé%itiefectively driving its rising
consumption.

Drivers and method of consumption

Consumption of processed cereals in Mexico is mainly driven by convenience considerations, as
consumers look for quicker breakfast options. In addition, as Mexican consumers have becoming more
health-conscious, they havetarted to appreciate products such as muesli and granola. In terms of
method of consumption, processed cereals in Mexico are usually consumed in a very similar way as in
Europe, i.e. with milk or yoghurt, often with extra toppings such as fruit or nuts.

203\What's for breakfast in Mexicofttps://www.tripsavvy.com/breakfastsn-mexice1588807
204 Eyromonitor International: Packaged Foods, 2018
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Purchase criteria

Mexican consumers generally pay great attention to convenience added value of the product when it
comes to purchasing processed cereals. Hence, they will look for portable versions of breakfast cereals
and appreciate different sizes of gles as it is easier to store product and it may stay fresh for longer. In
addition, given the increasing health awareness among some consumers, this grouptipdabealthy
benefits of processed cereals high.

5.13.2.3 Recent market trends

The latest trend on thenarket for processed cereals in Mexico
combines rising health awareness of consumers with the
development of more convenient packaging. Consumers hav: '

started to look for products with a heakhdded value, which
effectively has positively impacted the rsumption of muesli
and granola. Moreover, given that consumers are looking fa
more convenient packages of processed cereals, ma
producers launched different sizes of packaging with resealable
closures to ensure the freshness of the product.

5.13.3 Offer
5.13.3.1 Domestic production

Processed cereals market in Mexico is characterized by the strong presence of domestic producers (often
subsidiaries of multinationals), offering vast selection of products. Mexican companies have developed
efficient distribution netwok, which gives a leverage to reach retailers located throughout the country.
The largest domestic producer Kellogg de Mexico leads the market for breakfast cereals in Mexico,
offering very popular brands, such as Special K, Zucéfitastiespr Choco Kspies among many others.

5.13.3.2 Imports and exports

As presented ifrigure5-57, export volumes have outweighed imports of processed cereals in Mexico in
recent years. A#ir period of steady growth, exports noted a slight drop in 2017; similar to import volumes
which also minimally decreased in 2017. Imported processed cereals come in vast majority from the US
(Figure5-58) and their value per unit, interestingly enough, plummeted in 2014 to ultimately pick up in
2016, reaching slightly above EUR 3 000 per tonne. The value per unit of other imported products, Italian,
Polish and produs imported from different countries, oscillated around EUR 2 000 per toRigie

5-59).
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Figure5-57: Trade balance (imports and exports) of processed cereldlexitqg 201317; tonnes
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Figure5-58: Mexicanimports of processed cereals by country, 20Z3tonnes
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Figure5-59: Per unit value dfiexicanimports of processed cereals for selected countries,-201EUR per tonne)
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5.13.3.3 EU Gl products

As identified in seabn 4.2.40n protection EU GI products, under the new-EExico Trade Agreement,
340 products are set to be protected on the market. The list does not includeesagl products.

5.13.3.4 Main competitors

As identified in sectioB.13.3.1 the market for processed cereals in Mexico is led by domestic producers,
with Kelogg de Megb (the local operation of the American comparat)the forefront. Moreover, US
producers are major importers of processed cereals to Mexico and are followed by Italian and Polish
manufacturers, however in much lower volume.


https://www.trademap.org/
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5.13.4 Specific market entry requirements

Market Access and Entry
There are no specific requirements fomported processed cereals, apart from genemaarket entry
requirements set out in the General Health Lasvdescribed in sectioh2.1

Customs procedures
A list of standard documentsecessary for the export of processed cereals to Meggavell as the
overview of the procedure is presented in sect@.1

SPS measures
There are no specific SPS measures applying in case of exportation of processed cereals to Mexico. Any
other information related to this prodict can be consulted on the website below.

Up to date information on appropriate documents concerning SPS measures
http://madb.europa.eu/madb/datasetPreviewlFubli.htm?hscode=1904&countries=MX

Labelling
As described in sectioh2.3 the labelling of imported producis set out byNorma Oficial Mexicana 051
legislation.

5.13.5 Distribution

Processed cereals in Mexico are exclusively distributed through-btsed retailerand include both
modern and traditional grocery retailerigure5-31); however, market shares of the latter are much
smaller in terms of retail value. Within moderetailers, consumers purchase processed cereals the
most often in hypermarkets, followed by discounters and supermarkets, whereas traditional retailers
mainly relate to small independent grocers.


http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?hscode=1904&countries=MX
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Figure5-60: Distribution channel overview of processed cerediéarico(2017); retail value
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5.13.6 Challenges for EU products

The greatest challenge EU producers might face is high competition due to presence of domestic
manufacturers on the market. Mexican companies dominate the market due to-esglblished
distribution network as well as due to certain consumers loyalty, as several brands of processed cereals
have been very popular among consumers.

Market Takeaway: Processed cereals

ConsumptionConsumption of processed cereal Mexico after a period of decline is projected to pick up over
next years.

Competition: Market led bydomestic companies, offering wide selection of processséals productswith
developed distribution network. Foreign products in majority are imported from USA.

Distribution: Processed cereals are distributed through variety of dbased retailers, with the focus anodern
retailers, such as hypermarketsscbunters and supermarkets.

ChallengesDominance of Mexican companies on the market, developed consumer loyalty towards certain b
Opportunities:Projected increase of consumption in next ge&ising health awareness, boosting the consumpt
of products such as muesli and granola.
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5.14 Honey

5.14.1 SWOT analysis

- Honey is used as an
ingredient, in the food
and the beauty industry.

- Consumption of honey
is on the rise.

- Upcoming protection
of two Gls under the
updated FTA.

- Mexico is a major
producer

Imports of honey are
negligible

- Consumption of honey
is relatively low

- Domestic poducers
dominate the Mexican
honey market;
production is abudantly
larger than internal

consumption.

5.14.2 Consumption
5.14.2.1 Evolution of consumption

Despite the wide domestic production, consumption of honey is relatively low in Mexico. Nonethsless, a
outlined inHgure 5-61, consumption levels havieeen slowly growingsince 2012 and are projected to
further rise in the coming years. Total consumptiarhichgrew from8 400litres in 2012 t® 700litres

in 2017 is set to achievd0 500litres in 2022 Per capita consumption, on the contrary, is set to remain
stable at approximately 0.1 kg over the next few years.

Hgure 5-61: Evolution and forecast oharket forhoney(000 tonnes) and honey consumption per capita (kdyléxicq 2012
2022
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5.14.2.2 Consumer profile and purchase criteria

Although Mexico is among the largest producers of honey in the
world, Mexicans are not used to consume this product frequently.

Honey is mostly used as an ingredienpastries dessertspread,
yoghurt, and beverages. Furthermore, the product is somes§
involved in the production ofosmetic and beauty productsuch
as shampo®®.

Nonethelessan increasing number of Mexicahas started to purchase honey as a healtlzkternative

to sugar although this is not the case of prisensitive consumersas other sweeteners are more
affordable®®. Honey isalsoincreasingly seen as a healthy ingredient that can have a positive impact on
the immune system.

5.14.2.3 Recent market trends

Consumption ofhoney, although very low, recorded a726 annual growth between 2012 and 2017.
Furthermore, in the coming years, yearly consumption igsstow down growing at 1.6%, mostly due
to the high prices at which this product is offeré&bnsumption is expected to reach 10.5 thousand litres
in 2022 driven by healthconscious consumers.

5.14.3 Offer
5.14.3.1 Domestic production

With over 50 00Gonnesproduced annually according to estimations, Mexico ranks as the sixth largest
honey manufacturer worldwide. Most of this honey is nonetheless exported ifEthhepean Union and

United States, as it is too pricey for the domestic mafeHoney is produced almost everywhere in the

Latin American country. Nonetheless, as outlined @ble5-4, in 2017, eight states account for 65% of

the total Mexican honey production, namely Jalisco (11%), Chiapas (10%), Veracruz and Yucatan (9%
each), Oaxaca (8%), Campeche (7%), Quintana Roo (6%), Puebla (5%). However, production of higher
quality honey is concentrated ucatan and Campeche&hose final products are the most recognised in

the worlc%,

Tableb-4: Domestic production of honey by states, 2017

Number of hives Production (tomes) % of total Mexican production

Jalisco 120128 5815 11%
Chiapas 161822 5324 10%

2051 a miel en México y el mungdbttps://www.gob.mx/sagarpa/articulos/laniel-en-mexicey-el-mundo?idiom=es
206 Eyromonitor International: Packaged Food, 2018

207 México, uno de los mayores productoresmeel a nivel mundial
http://www.elfinanciero.com.mx/economia/mexicoino-de-lossmayoresproductoresde-miela-nivelmundial

208] a miel erMéxico y el mundphttps://www.gob.mx/sagarpa/articulos/lanielen-mexicoy-el-mundo?idiom=es
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Number of hives Production (tomes) % of total Mexican production

Veracruz 138009 4704 9%
Yucaan 250073 4351 9%
Oaxaca 116860 4078 8%
Campeche 205377 3767 7%
Quintana Roo 120188 3044 6%
Puebla 91951 2435 5%
Other states 654 942 17 479 35%
Total 1859 350 50 995 100%

Source: Sagarpattps://datos.gob.mx/busca/dataset/producciede-miel2017

5.14.3.2 Imports and exports

Due to the large domestic production (see sectiob4.3.], imports of honey into Mexico are negligible
compared to exports. Although exports have fallen sinces2Blexican exports continue to enormously
exceed imports. The Latin American country exported nearly 30 000 tonnes of honey in 2017, while
importing just three tonnes from the United States and one tonne from Frafigeie5-62). Exports in
recent years have fluctuated between 27 000 and 42 000 tonnes.

Figure5-62: Trade balance (imports and exports) of honeyléxicq 2013-17; tonnes
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5.14.3.3 EU GI products

As reported in sectiod.2.4 under the modernised EMexico Trade Agreement, several products are set
to be recognised as Geographical Indications in Mexico, incluginghoney products, which are
PortugueseMel dos Agresand Sloveniaislovenski med

5.14.3.4 Main competitors

As set out in sectiob.14.3.2 imports of honey are negligible. European exporters hence face the mere
competition of very strong domestic honey producers, whose volumes are enough to satisfy the low
internal demand several times over (see sectoiv.3.]. In terms of company shardgicCormick & Co

and Savien Frusweet S#ld the largest market shares in 2017, namely 19.6% and 14.9% respéttively

5.14.4 Specific market entry requirements

As desdbed in sectiond.2.1, honey producers should register to the Mexican Register of Importers.
Furthermore, products must comply with the Federal Law of MetrologlyNarmalisation, the NOM20-
SSA11994, as well as the General Health Law (see sedtid).

European products are currently advantaged in terms of market acessheir products do not face any
import duty.

Detailed information on import duties and Rules of Origin can be consulted on the Europear
Commission website:
http://madb.europa.eu/madb/atDutyOverviewPubli.htm?countries=MX&hscode=0409

Customs procedwes

A list of standard documents ragred for import honey into Mexico is presented in sectiér2.1

Furthermore, further documents are requested for custolearance of natural honey, as set out below:
1 Application Sheet for Zoosanitary Requirements

Import Certificate for Live Animals and Animal Products

Veterinary Health Certificate for Animal Prodsict

Certificate of Analysjs

Free Sale Certificate

= =4 =4 =

Any other up to date information on appropriate documents concerning customs procedures cat
consulted on European Commission website:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=0409

209 Euromonitor International: Packaged Food, 2018
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SPS measures

All sanitary and Phytosanitameasures concerninthe import of honeyinto Mexicoare in line with
international standards

Up to date information on appropriate documents concerning SPS measures:
http://madb.europa.eu/madb/datasetPreviewlFpubli.htm?countries=MX&hscode=0409

Labelling
As described in more detail in sectidr?.3 importedhoneymust comply with the specific labelling rules
set out in Norma Oficial Mexicaf®®1, or NOMO051- SCFI/SSA2010

5.14.5 Distribution

Asoutlined inFigure5-63, in Mexico distribution of spreads, including honey, entingifes on store

based retailing, specifically grocery retailers (95.4%). Of these, in 2017 over half were traditiongl groce
retailers, especially independent small grocers, while 44.9% were modern grocery retailers, mostly
discounters (15.4%), hypermarkets (12.4%), and supermarkets (12.3%).

Figure5-63: Distribution channelsverview of spreads (including honeyMaxico(2017); retail value
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Source: Euromonitor InternationaPackaged Food, 2018
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http://madb.europa.eu/madb/datasetPreviewIFpubli.htm?countries=MX&hscode=0409
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5.14.6 Challenges for EU products

Domestic consumption of honey is relatively low. Furthermore, European companies face the strong
dominance of Mexican producers, which are present in almost the entire Mexican territory and whose
production allows to entirely satisfy the internal demand Ffmney as well as export large volumes.

Market Takeaway: Honey

Consumption:Consumption of honey is on the rise, althoughatively low, compared tthe internatlomestic
production.

Competition:Mexico is a large producer of honey, and tharketis dominated bydomesticproduers
Distribution: The main channels are independent small grocers, as well as modern grocery retailers (disc
hypermarkets, and supermarkets).

Challengesinternal demand fully satisfied by domestic production; impeftsoney are indeed negligible.
Opportunities:protection of two Gls under the updated FTA may provide some opportunities, though agair
background of the substantial challenges set out above.
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5.15 Live plants

5.15.1 SWOT analysis

-Relatively small market

- Growing interest in live -Import-dependent

market with domestic
producers present

plants

- Projected upward

. -Well-established
trend of consumption

business relations with
foreign importers

5.15.2 Consumption
5.15.2.1 Evolution of consumption

The market for live plants in Mexico is predicted to pick up over the forecast period,agfietiod of

decline in years 2012 and 201Figure5-64). All categories within the market are expected to note a
positive CAGR going forward of between 3.4% and 5.6% per year. The biggest segment in terms of market
size (retail valueg indoor plantsg noted a negative CAGR of 0.3% between 2012 and 2017.8intlia

second biggest trees/shrubs showed a slight decrease in its market size over the same period.
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Figure5-64: Evolution and forecast of live plants market (EUR milliokieixicq retail value 20122022
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Source: Euromonitor InternationdHome and Garden, 2018

5.15.2.2 Consumer profile and purchase criteria

Consumers

Mexico is known for biodiversithence the variety

of different plants and trees is considerable. Mexican
citizens are accustomed to both the scrub bushes of
the desertfilled northern states and to the exotic
plants of humid soutf®. The most welknown plant

is indubitably the iconic @us, which has been
associated with Mexico sine long time. Consumers in
Mexico tend to live in places without any notable
garden space, especially in urban locations, thus they
consider accommodating live plants in their homes, especially on balétni@isat said, the greatest
number of live plants can be found in office complexes, commercial spaces and other public venues.

Drivers and method of consumption

Consumption of live plants in Mexico is driverter alia,by an increasing number of verticalsidences

which effectively bring less garden space. Consumers tend to accommodate plants in their households,
notably in their balconies, however the greatest use of live plants has been recorded in commercial and
public spaces.

05 SEAO2 Q& Tiegs OMERIR and FFl@wers and Where to Find Theims://theculturetrip.com/north-
america/mexico/articles/mexicemcredibletreesplantsand-flowersandwhereto-find-them/
211 Eyromonitor InternationalHome and Garden, 2018



https://theculturetrip.com/north-america/mexico/articles/mexicos-incredible-trees-plants-and-flowers-and-where-to-find-them/
https://theculturetrip.com/north-america/mexico/articles/mexicos-incredible-trees-plants-and-flowers-and-where-to-find-them/
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Purchase criteria

MexicanO2 y a dzYSNAE Yl Ayf & OK22aS ftAQS LIXlyda oFrasSR 2y L
majority of products are located in public spaces. However, the criteria are similar in case of household
plants, where the most popular plants are thosetthee easy to take care of.

5.15.2.3 Recent market trends

As previously mentioned, the latest trend among consumers in Mexic N}
relates to populating public spaces with live plants. Moreover - §

consumers have appreciated purchasing live plants for their householc > \
especially the ones able to fit into their balconies. Generally speakin
live plants have been perceived as ambellishment of the
surroundings.

5.15.2.4 Domestic production

Due to climate diversity, there are many varieties of live plants availabiekicothat are produced in

the country. The most famous one are Cactus, Poinsettias, Orchids and susfomerg many others.
Leading companies in the area include Truper Herramientas, Rancho Los Molinos and Floraplant. The
products of these companies can beially found in home improvement and gardening stores.

5.15.2.5 Imports and exports

Although there is a diversity of live plants in Mexico, imports of live plants considerably exceed export
volumes Figure5-65). Import volume have remained relatively stable throughout recent years, whereas
exports noted a significant drop in 2015.
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Figure5-65: Tradebalance (imports and exports) of live plantd/axicq 201317;tonnes
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SourceTrade Map, International Trade Centrettps://www.trademap.org/Data for CN code 0602

As presented ifrigure5-66, the United States has been almost the sole exporter of live plants to
Mexico. The exported volume (in tonnes) has been stable in the last 5 years.


https://www.trademap.org/
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Figure5-66: Mexicanimports of live plants by country, 2018;tonnes
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5.15.2.6 EU Gl products

As identified in seatin 4.2.40n protection EU GI products, under the new-KExico Trade Agreement,
340 products are set to be protected on the markidtough no plants are present dhis list.

5.15.2.7 Main competitors

As outlined in previous sections, the market is characterized by presence of domestic producers,
specialized in Mexican known plants as well as foreign importers, mainly from the USA. Nonetheless, it
should be pointed out thaimports volume significantly outweigh exported volumes of live plants.

5.15.3 Specific market entry requirements

Market Access and Entry

Imported live plantsare subject of market entry requirements set out in the General Health asaw
described in sectiod.2.1 In addition to essential market entry documentation, live plants are subject of
phytosanitary certification and requirements.


https://www.trademap.org/
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Customs proedures

A list of standard documents as well as the overview of the procedure is presented in skegtibrit
should be noted though that importg live plantsmight require providing additional documentation
concerning thephytosanitary aspects.

SPS measures
Importofliveplantdi 2 aSEAO2 NBIljdzANBE aSi 2F R20dzySyida G2 o068
quality:

9 Application Sheet for Blosanitary Requirements
1 Import Certificate for Plants and Plant Products
1 Phytosanitary CertificateQertificado Fitosanitarjo

Please be advised that in case ofesgortation on the basis of Phytosanitary Certificate, an additional
document applies; Phytosanitary R&xport Certificaté*?, as well as documentation related to Plant
NEB S R S NBand Impoeks bfiSeeds.

Up to date information on appropriate documents concerning SPS meascagsbe consulted on
European Commission websitéttp://madb.europa.eu/madb/indexPubli.htm

Labelling
As described in sectioh2.3 the labelling of imported producis set out byNorma Oficial Mexicana 051
legislation.

5.15.4 Distribution

Vast majority of consumers in Mexico purchase live plants in diased retailers, gpecially ifhome
improvement and gardening stores, where almost 90% of products were purchased in 2017 (in terms of
retail value). Hypermarkets, on the other hand, constituted only 3.5% in terms of retail value.

212 hitp://madb.europa.eu/madb/viewPagel FPubli.htm?countryid=MX&hscode=0810&doc=cf phy re.html
213 http://madb.europa.eu/madb/viewPagel FPubli.htm?doc=prot_pla&hscode=0602&countryid=MX
214 http://madb.europa.eu/madb/viewPagelFPubli.nhtm?doc=reg i _see&hscode=0602&countryid=MX



http://madb.europa.eu/madb/viewPageIFPubli.htm?countryid=MX&hscode=0810&doc=cf_phy_re.html
http://madb.europa.eu/madb/viewPageIFPubli.htm?doc=reg_i_see&hscode=0602&countryid=MX
http://madb.europa.eu/madb/indexPubli.htm
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Figure5-67: Distribution channel overview of live plantdMiexico(2017); retail value
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5.15.5 Challenges for EU products
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The biggest challenge EU producers should take into consideration fadhthat the market for live

plants in Mexico is rather small, with imports not exceeding 10 000 tonnes annually. In addition, as market
is importdependent, Mexico developed wedktablished business relations with importers from the US.

Market Takeavay: Live plants

ConsumptionConsumption oéll live plants excludingseedshave been on decline in recent years, howévisr

forecast to pick up across all categories in next years.

Competition:Market dominated bydomestic producers and importgadoducts from the US.
Distribution: Live plants rainly distributed through storédased retailing, i.ealmost exclusively throughome

improvement and gardening stores.

ChallengesRelatively small market, strong business ties with foreign imporsgecially from the US

Opportunities:Projected upward trend in consumption of live plants.
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6 Communication

6.1 Communication strategy

This section sets out the main communication channels (new and traditional medias, as well as fairs)
available, as well deey regulations for the advertisement fifod and beverages

6.1.1 Online & Digital Medias

Despite thepoorly developednternet infrastructure anchigh smartphone costs, Mexico is the secend
largest Internet advertising market in Latin America, and compargacreasingly spending on internet
advertising. Internet users account for 63% of the population. Among thsses social media such as
Facebook, Youtube, Twitter, and Instagram are rapidly growing in import&ré&(see infographic
below). Currently, Mexicans spend over 3 hgoes dayon social media on average, mostly to exchange
messages and watch videos.

Social media platforms provide several opportunities for brand marketing in the Mexican market.
However, inorder to plan and implement a successful advertising strategy through social media, it is
essential to understand the different platforms and how they are used by target customers. Digital
advertising agencies (see box below) may provide companies witfosLto develop a successful digital
marketing strategy.

Mexican Main Digital Advertising Agencies:
Brandmewww.brandme.la
Creativos RDyww.creativosrd.com
ktc, www.ktcagency.com
TEDAwww.teda.com.mx
Riot Marketing Groupyww.riot.mx
Atomo Interactiveyvww.atomointeractive.com
MAKKENyww.makken.com.mx
Ganem Groupyww.ganem.mx
Octopuswww.octopus.mx

Internet advertising has provesliccessful for several companies, in terms of enhancing brand awareness
and online brand presence, as well as penetrating a specific target market. The way online and social
media can be used in Mexico for marketing purposes is further analysed in thensesélow.

215 Euromonitor International: Consumer Lifestyles, 2018
218 pWC Report: Mexicdnternet advertising and access will spearhead spending growth,
https://www.pwc.com/gx/en/globatentertainmentmedia-outlook/segmentinsights/assets/mexiceummary.pdf



http://www.brandme.la/
http://www.creativosrd.com/
http://www.ktcagency.com/
http://www.teda.com.mx/
http://www.riot.mx/
http://www.atomointeractive.com/
http://www.makken.com.mx/
http://www.ganem.mx/
http://www.octopus.mx/
https://www.pwc.com/gx/en/global-entertainment-media-outlook/segment-insights/assets/mexico-summary.pdf
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83
million

ACTIVE SOCIAL MEDIA USERS

TOP social media platforms

Facebook
> 50 million users

YouTube Y°
E ~30 million users
Twitter '

> 26 million users

Instagram
> 16 million users

Source: Agra CEAS / Designed with Piktochart

6.1.1.1 Social media platforms

Social media marketing is growing in importance in the Mexioad and beverage (F&Bsgctor, given

that:

=A =4 -4 =4

Approximately 83nillion of peopleactivelyuse social mediaf some description

On average, people spend more than 3 hours a day on social media;

Social media is drivinge food purchaseof 1 in 10Mexicanconsumers;

Social media users interact with around one third of F&B advertisements they see online;
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1 30%consumers are influenced by celebrity endorsements when purchaSty

Facebook YouTube, Twitter and Instagram

With over 50 million users in 2017, Mexic@iy S 2 F CI 0S50 2 2 waldwidél®dy bimbeBof Y I NJ S
activeusers.This social network is badly used by people of all age groups, particularly those a§¢al

34. YouTube, witharound 30million users comes next. Videtaring platformsare very popular in

Mexicq especially among teens (13 to 18 years old), who prefer to watch video corgeersifthey
containadvertisementsTwitter, which is highly used by people (particularly women) aged 18 to 24 years

old, is the third most popular social netwoitk Mexicq with over 26 million active userg/ith 16 million

users, Instagrans in the fouth position. This applicatiois highly used byeopleaged 18 to 24who

account for almost half their users in Meaid=urthermore approximately 60% of its users are female
GKAOK YI18a Al aSEAOlIY 62%8¢0Ds Tl g2d2NAGS a20A1t vy

Tips to advetise products on social networkand video platforms
9 Custom account/pageAn obviousway to enhance brand awareness sacial networkss to

create an account/page specifically ftexica and post content inSpanish Images below
AffdzAGNT 0SS | SAat®inS gpeciicadiaoedtd the MexE & miarketinstagram
is particularly useful to highlight the visual identity of the brand, while FacelbmokTwitter
accounts enable interaction with the consumergluding keeping them up to date with
O2YLI yASaQ ySgad ! adz00SaatdZ LkRad 2y GKSasS az
website. In this respect, understandlng the target consumers and what best gain thelr attentlon

is crucial. : R S

@ HEINEKEN Meéxico
vioEos

plies  Media Who to follow
' Cerveza Tecate @
e HEINEKEN México @
elo

217 Euromonitor International: Caumer Lifestyles, 2018

218 \We Are Social reportDigital in 2018 in Mexigohttps://www.slideshare.net/wearesocial/digitah-2018in-
mexico86862825

219 Instagram user @mographics in Mexicq February 2017 https://napoleoncat.com/blog/en/instagraruser
demographicgn-mexico/

220 Euromonitor International: Consumer Lifestyles, 2018

221 We Are Social reportDigital in 2018 in Mexigohttps://www.slideshare.net/wearesocial/digitdh-2018in-
mexico86862825

222Youtube Suben lasPreferenciasle Internautas Mexicanos, FaceboskMantiene
https://expansion.mx/tecnologia/2018/05/17/youtubsubeen-laspreferenciasde-internautasmexicanos
facebookse-mantiene



https://www.slideshare.net/wearesocial/digital-in-2018-in-mexico-86862825
https://www.slideshare.net/wearesocial/digital-in-2018-in-mexico-86862825
https://napoleoncat.com/blog/en/instagram-user-demographics-in-mexico/
https://napoleoncat.com/blog/en/instagram-user-demographics-in-mexico/
https://www.slideshare.net/wearesocial/digital-in-2018-in-mexico-86862825
https://www.slideshare.net/wearesocial/digital-in-2018-in-mexico-86862825
https://expansion.mx/tecnologia/2018/05/17/youtube-sube-en-las-preferencias-de-internautas-mexicanos-facebook-se-mantiene
https://expansion.mx/tecnologia/2018/05/17/youtube-sube-en-las-preferencias-de-internautas-mexicanos-facebook-se-mantiene
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1 Paid advetising FacebookTwitter,and Instagram allow to start a paid campaign, which can be
personalised according to the final goal (e.g. attract new followers, send traffic to the website),
the audience, and the budget. The audience can be selected on tle dfeseveral criteria e.g.
location, gender, interests etc.

91 Influencers working with an influencer is key to enhancing brand awareness and penetrating a
specific target audience. Through native speaking celebrities the brand can indeed connect more

per VI ffe GAGK GFNBSG dzaSNED® CAdINIKSNY2NBI Ay Tf

through spreading the brand among their followers. Influencers can be remunerated with a fee,
or (mostly micreinfluencers) with an exclusive experience (e.g. a discoamij/or recognition

6SdId aKINB (KSANI LRada 2y (GKS O02YLI yeQa a20Al

6.1.1.2 Food blogs

Another successful strategy to promote a product in Mexico is to work with food bloggers to write a
promotional post on their blog. The tips indicated intfmt6.1.1.1are valuable also with regards to food
blogs. Popular food bloggers are also influencers who often cross over between written blogs and social
media phatforms; therefore, working with them often means the opportunity to expose the brands on
several platforms.

6.1.2 Traditional Media

Penetration of traditional media in Mexico and their potential for marketing purposes are set out below:

1 Television Ason averageonsumers watclree-to-air TV 5.8 hours per weeandpay TV for 10.2
hours per weektelevision remains leading media for marketing purposés Mexica Despite
the growing penetration of digital channelselevision advertisement has indeed strong
influence,especially orchildren and housewivesilso due to the long breaks Mexican TV gives to
commercialsHowever, production costs are very high, hegompanieghat benefit most from
TV advertisements are supermarketfie most important Mgican televisions ar&rupo Televisa
SA TV MetropolitanaTV AztecaXEIPN T\andGrupo Imagen

91 Print media The press is the media that gives the most visibilitgdeertisementdy reaching a
huge segment of the population. In Mexico, it is indeedsidered a credible, serious media.
Althoughthe number ofdigital newspaperss on the riseMexico has still over 1Qfrint
newspapers in circulatigrsome at national level and others at regional leWéde most popular
are El Universal, followed by Reforma and EIl Financiero (Merca 2.0).

1 Radia In Mexico, radichas the highest penetration among all med®8%o) due to the fact that
people listen to itin public transportation, restaurantgs well as ahome and in the office.
Similarly to TV,he amount of time given teadio commercial breakss usually considerable.
Mexico hasabout 1400 local and regional radio statigrsf which Grupo Radio Férmula, Grupo
IMER (State radio), MVS Radio, Grupo R&siotro (5 FM and 10 AM stations), and Radio
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Broadcasting Association of Valle de Mexico are the most paptane of themostimportant
mediain Mexicq radio may bea successfulool for advertisingF&Bitems?23224 225,

6.1.3 Case study: A successfulfood and beverage communication campaign in Mexico

In 2016,Grupo LALA, a Mexican dairy company, launched a Youetxberimentto increase the short
sales of its flansThe company decided to use Yiobe as the only advertising tofar its line of flansThe
results were an increaseldrand penetration which led to rising purchases of LAllans among the
consumers which were exposed to the videegen just partiallyin detail, esultshave been

1 + 31% penetration of flans LABAong householdexposed o the YouTube campaign

1 + 8% in the purchase volunagnong householdthat watchedthe ads

1 + 64% increase in brand penetratiamong householdexposed to the advertising that saw the

full ads and + 26% in the case of partial viéfvs

Therefore, his expeimentsuggess thatsuitably designeddvertising throughdigital channels may result
in increased brand exposure and sales in the Mexican market.

6.1.4 Fairs and exhibitions

In addition to the digital approach, some companies decide to advertise their piodacvarious trade

fairs, which presence on the Mexican market is constantly growing. Most of them are endorsed by
governmental ministries and agencies, or other bodies. Exhibitions constitute a promising opportunity to
develop better brand recognition ahninitiate market interest. However, as some exhibitions might only

NEBI OK t20Ff FdzZRASYOS: Al Aa RGA&AIO0ES G2 NBaSI NDF
some of them might create synergies when accompanied by an online presenceals$o isvorth
remembering that participation costs are usually directly proportional to the rank of the exhibition and

its scope.

A list of upcoming exhibitions is included in an annex to this document, and further lists may be found
online on websites sucs:

I https://10times.com/unitedarabemirates/fooebeverage
1 https://www.tradefairdates.com/FairdlexicoZ154S1.html

1 https://www.elanbiz.org/elanevents

223 Euromonitor International: Consumer Lifestyles, 2018

224 santander: MexiceReaching the Consumer,
https://en.portal.santandertrade.com/analysenarkets/mexico/reachinghe-consumers

225The Media in Mexicdyttps://www.mexperience.com/lifestyle/mexic@ssentials/medidn-mexico/

226 ALA México comprobd que YouTube tiene un impacto directo en las yentas
https://www.thinkwithgoogle.com/intl/es419/recursosy-herramientas/video/lalamexiceacomprobceque-
youtubetiene-un-impacto-directo-en-lasventas/#



https://10times.com/unitedarabemirates/food-beverage
https://www.tradefairdates.com/Fairs-Mexico-Z154-S1.html
https://www.elanbiz.org/elan-events
https://en.portal.santandertrade.com/analyse-markets/mexico/reaching-the-consumers
https://www.mexperience.com/lifestyle/mexico-essentials/media-in-mexico/
https://www.thinkwithgoogle.com/intl/es-419/recursos-y-herramientas/video/lala-mexico-comprobo-que-youtube-tiene-un-impacto-directo-en-las-ventas/
https://www.thinkwithgoogle.com/intl/es-419/recursos-y-herramientas/video/lala-mexico-comprobo-que-youtube-tiene-un-impacto-directo-en-las-ventas/
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In the case that sampldmuestrag are to be provided at fairs, care should be taken with their imports.
In order to be considered as samples with insignificant commercial value (and hence somewhat simplify
their import), several requinments must be fulfilled, e.g. unit value under 1 USD and clear markings that
they are sample¥’. In the case of animal origin qutucts, there are specificequirementsfor the
authorisation of their importe.g.SENASIC®&1-047-A ¢ more informationavailable at

1 https://www.gob.mx/tramites/ficha/autorizaciorde-importacionde-muestrasde-bienesde-

origenanimatparaconstatacioranalisiso-degustaciones/SENASICA3802

1 https://www.gob.mx/senasica/accionegprogramas/importacion
It is worth contacting chambers of commerce/service provides (see se8iB)nthe fair organiser or
existing import partners first if samples are to be imported for a fair.

6.2 Advertising regulations

Advertising in Mexico should be compliant to the regulations set out below:
9 Ley Federal de Radio vy Television
Reglamento de Publicidad Mexicano pAtanentos, Bebidas y Medicamentos
Reglamento de la Ley General de Salud en Materia de Publicidad
Ley Federal de Proteccion al Consumidor
Ley Federal de Competencia Econémica
Reglamento de la Ley Fedeide Radio y Television, en Materia de Concesiones, Permisos y
Contenido de las Transmisiones de Radio y Television
1 Reglamento sobre Promociones y Ofertas

= =4 =4 4 4

In generaladvertisement should follow some rules, as set out below:
Key rulesnclude the ones listed belaw

1 Advertisements must be in Spanish;

1 Advertisement must follow a classified schedule depending on the type of public: children (any
schedule); teenagers (aftérp.m.), and adults (after 10 p.m.)

9 LY ¢+3 | ROSNIA&ASYSyild YdaAad y2G SEOSSR wmy:: 27
during a radio programme must not exceed112

1 Advertisements of alcoholic beverages must refrain from any exaggeration.

221 https://www.elanbiz.org/fagdisplaytasset publisher/7t9058DpyW1x/content/veg-participaren-unaferia-
comercialen-mexicacomo-puedo-enviarmismuestrascomercialesdebo-pagarimpuestospuedco-llevarlasen-
mi-maleta/pop_up? 101 INSTANCE_ 7t9b58DpyW1x_viewMode=print



https://www.gob.mx/tramites/ficha/autorizacion-de-importacion-de-muestras-de-bienes-de-origen-animal-para-constatacion-analisis-o-degustaciones/SENASICA3802
https://www.gob.mx/tramites/ficha/autorizacion-de-importacion-de-muestras-de-bienes-de-origen-animal-para-constatacion-analisis-o-degustaciones/SENASICA3802
https://www.gob.mx/senasica/acciones-y-programas/importacion
http://www.diputados.gob.mx/LeyesBiblio/abro/lfrt/LFRT_abro.pdf
http://mercadeoypublicidad.com/Secciones/Legislacion/DetalleLegislacion.php?recordID=5970
http://www.salud.gob.mx/unidades/cdi/nom/compi/rlgsmp.html
http://www.diputados.gob.mx/LeyesBiblio/pdf/113_250618.pdf
http://www.diputados.gob.mx/LeyesBiblio/pdf/LFCE_270117.pdf
http://www.diputados.gob.mx/LeyesBiblio/regley/Reg_LFRT_MCPCTRT.pdf
http://www.diputados.gob.mx/LeyesBiblio/regley/Reg_LFRT_MCPCTRT.pdf
http://www.dof.gob.mx/nota_detalle.php?codigo=4679579&fecha=26/09/1990
https://www.elanbiz.org/faq-display/-/asset_publisher/7t9b58DpyW1x/content/voy-a-participar-en-una-feria-comercial-en-mexico-como-puedo-enviar-mis-muestras-comerciales-debo-pagar-impuestos-puedo-llevarlas-en-mi-maleta-/pop_up?_101_INSTANCE_7t9b58DpyW1x_viewMode=print
https://www.elanbiz.org/faq-display/-/asset_publisher/7t9b58DpyW1x/content/voy-a-participar-en-una-feria-comercial-en-mexico-como-puedo-enviar-mis-muestras-comerciales-debo-pagar-impuestos-puedo-llevarlas-en-mi-maleta-/pop_up?_101_INSTANCE_7t9b58DpyW1x_viewMode=print
https://www.elanbiz.org/faq-display/-/asset_publisher/7t9b58DpyW1x/content/voy-a-participar-en-una-feria-comercial-en-mexico-como-puedo-enviar-mis-muestras-comerciales-debo-pagar-impuestos-puedo-llevarlas-en-mi-maleta-/pop_up?_101_INSTANCE_7t9b58DpyW1x_viewMode=print
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7 Mexican Etiquette

7.1 Quick facts

T

Businesgneetingsshould be schedutkin advance and onfirmed once you have arrived in
Mexico.

Mexican business culture is based on social interaction that is why long business lunches are very
popular.

In Mexicq workinghours areusuallyfrom 8.00 to 17.00 or from 9.00 to 18.00 from Monday to
Friday but they may extend undalbit later, particularly if a longer break is taken in the middle of

the dayfor the comida The weekend ithe day Mexicans devote to the family.

Hierarchy and social status are particularyportant in Mexican culture and they should be
respected Mexicans place great emphasis on showing respect to others, especially to elder and
more senior members of the group.

Mexicans adopt a more formal ap@oh to business relationships; itience advisablo address
Mexicanbusinesgpeoplewith anappropriate tite. PN F S a & A 2 y Lidenciad®dgrdd$ate) 6 A S @
Docto(doctor)> Pradesofd LINE F § & &5 N@nZnkdl) Should be usedor if ot known,
c2dzNIiSae GAdtSsrn 3 duBadEh G 2 N JeEbitd fallowed by a surname
should be usedHrst names areusually used by the family and close friendsherefore is
recommendable to wit until invited to address someone tinis way.

In Mexicanbusinessulture, buildingclose personal relationships and trust are considered vital
components for druitful working environmentMexicans prefer to do business withmiliar
peoplethey can hencerust; it isindeedcommon to findfamily members working for the same
business.

During an initial business meetingttendees usually exchangewarm and firm handshaksoth

upon arrival and departure and regardless of gender or senidrig/not uncommon for business
associatesvho ar bound by more personal relationshifiskiss on the cheek or use a friendly
embrace.

Mexican business people tend to base business decisions on the degree of personal trust
established with theounterpart. Therefore, he use of personal introductionsrbugh a mutual

friend or an appropriate professional is crucial for establishing trust and ensuring business success
in Mexico.



222| Page Mexico¢ Market Entry handbook

72 +AU $/ 0 AT A $/.840

Source: Agra CEAS / designed with Piktdchar




















































































