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Heport Highlights:

The food service industry in Mexico includes the hotel, restarant and institional (HET) seciors,
Mexico's HRI foodservice sector has faced severl challenges in 2016 due to an unstable economy
and the negative exchange rate Muciuations of the ULS, dollar versus the Mexican peso, An increase
in consumer prices (2.82% in 2006 v& .71% in 2013} is also slowing down the economic growth.
However, the full service restaumni sector kepl growing as more independent operators openad in
2006, Mexico is still an attractive market for inter national foodservice companies. There are export
opporunities for U.S. suppliers of food and beverages interested in this market, especially in the



restauranl and holel sector because of a growing number of foreign (28 million U5, iourisis) and
domestic {18 million Mexican) tourists that visited Mexico in 2006, and a rise in the number of
voung chels opening their own restaurants across Mexico, This repon focuses mostly on the
restaurant sector, highlighting its streciure, eniry strategy and best products prospecis
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Exccutive Summary:

Section I. Market Summary

In 2016, Mexico had a GDP growth of 2.3%, slightly lower than the 2.5% of 2015. There was no
reduction of unemployment kevels, inflation rates were higher than the ones in 2005 (4.6% in 2016,
highest rate in the lasi few years) despile these two key [actors, the economy remaned semd v,
MNAFTA renegotiation is likely to discourage invesiment infllows from the U5, bul growth rales are
expeciad to gradually rise (shout 2.9% per year in the medium term) depending on the outcome of
the pending rene gotialion of NAFT A,

Cwverall, Mexico's top trade parter is by far the United States, which imports B0 percent of all
Mexican exports and provides Mexioo with 50 percent of its tolal impon s,

During 2006 consumers continued (o prioritize foodservice purchases even during times of
SCONOMIC Crisis, sometimes ol the ex pense of other aflfordable indulgences, Sill, foodservice in
Mexico had to deal with challenging conditions like increases in eleciricily and gasoline inpuis,
According to the National Restaurant Chamber (CANIRAC), and the last census from the National
Institute of Stsisics and Geography (INEGI) there are 544, 937 esablishmenis dedicated 1o food
sales in Mexion. Five percent are defined a8 Tull -service restauranis, chains and franchises, which
offer consolidated services. Ninety-five percent of the idal is medium and small independent
resLsurants.

Ot of the three segments in the HED sector, restaurants are the biggest segment by number of outleis
(see chan below ). However, because of the socioeconomic caleégories il largets, hotels represent a
better opporunity for imponted products; whereas the price of imports might be a problem for other
SECHOrs.

Chart |. Mexico's HRI Sector by Category Num ber of Outlets
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Restaurant Sector

The restaurants indusiry in Mexico employs about 1.5 million people direcily and 3.5 mil lion
indirectly. The sector represents 1.5% of the national GDP. According 1o INEGI, 19.8% of the
family budget is destined owards “meaks away from home”.

In 2006, the same wrend of 200135 was mainlained, independent full-service restaurants accounted for
the mapority of value sales. Chained foodservice companies grew [aster than independent ones.
Restaurant chains expanded their presence in major and smaller cites, in addigon 1o incere ased
peographic coverage and a strong présence i retail bbcations like shopping malls, arpons, bus
stations and highways. Domestic companies Alsea {jowners of Chilli’s, PF Chang's, Burger King
and The Cheese Cake Faclory) and FEMSA (Fomento Economico Mexicano, parl of Coca Cola
Bottling ) remained the top two players in the Mexican consumer foodsérvice sector in value sales
terms duning 201 6.

The institutional segment registered a positive trend with hospitals, caterers, airlines, indusiry
caleterias and even schools and prisons developing their own professional foodservice providers and
crealing a large market with several opporunities for specific needs.

CANIRAC divides the Mexican restaurant market into four calegories:

+  Fine dining and full service restauranis; higher priced esiablishmenis targeiing middle 1o high
e consumers,

#  Casual dining restaurants: affordable, family friendly dining outlets.

« Fasi food: known chains like McDonald's, Burger King, KFC, Subway, Panda Expess, efc.

¢ Duick and casual restaurants: coffee shops, independent restaurants, streel and mobile oulles
(kiosks, stalls, &e.)
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The sector is very fragmentéd; full service resturants in Mexico sérve a wide range of consumers.
However, the majority of outlets are independent family owned findas and sogue nas. Fondas are









#  Large consumer ood service companies like Alsea have their own distribut ion company
(DIA) 1o service their outlets including VIPS, California Pizza Kitchen, Chili’s and
Doming’s Pizz among others

s Price clubs (Costeo and Sam™s Club) sell and distribute basic dry goods and some fred
producis, They have accessible locations, affordable prices, and accepi credil cands, In the
past few years Cosico developed a new distribution system for its foodservice clients and has

begun selling gasoline as well.
o  Direct sales are rare, bul some restaurants and hotels chains can buy specific products
directly.

Purchasing decisions by large redaurants chains are vsually made by the purchasing manager or the
corporale buyer. Chefls play an important role in purchasing decisions and they tend o focus more
on the quality and wste of the product than buyers who focus primarily on price.

Smaller restauranis generally work with smaller food suppliers and distribulors. Price, service and
relationships are the most important varisble for these enterprises, The restaurant segment will look
for what is close and available rather than a more inte grated and complex distribution channel.

B. Market Structure

I--uq--n-n-l

Huotel Sector

While the hotel industry has seen positive ad justments in ierms of value growth, (see GAIN Report
MXA5310 Hotel Indusiry in Mexico) the HRI repont about the hotel sector in Mexioo ré mains curréni.
Tourism in Mexico is the third lrgest source of national income, with strong growth rates for both



dimsstic and intemational tourists being seen every year, In this regand, the diversaty of Mexican
cuising, and #is appeal for wurisis, provides signilicant investment opporunities for foodse rvice
opersiors in the country, This includes domesiic competilors thal offer siiractive and innovative
concepls, a8 well as popular multinational chains calering o ourisis who kel more comforiable with
well-known brands, Popular tourist destinations thal provide expansion opporiunities for foodse rvice

companies inghude Cancun, Puenio Vallaria, Playa del Carmen, Nuevo Vallarta, Los Cabos,
Cozumel and Moz atldn.

Institutional Sector

There s no official data on the nstilntional food service market in Mexico. However, industry
represéniali ves estimate thal shout 14 million meals are prepared each vear. The Me xican
msttutional food service imdustry meludes manufsctunng facilises, airline and cruse ship calering,
hospitals, schools, institutional food cafeterias, schools, prisons, and the military. More information
can be found on the following link: hup:y//oomedores-industriales oom. m

Section 1. Competition

Competition among suppliers is based on price, quality, service, and volume sizes, The key is price
competitiveness and quick access and availability of products, Suppliers prefer (o have their demand
direcily linked with the size of the business. Products with the biggest volumes are meals and
processed foods. The foodservice sector looks for suppliers that can also offer product variety and
emergency necesdties. They purchase 80K of their fresh produce directly from a supplier at the
central market. Their suppliers need 1o offer a variety of products depending on general preferences,
uniless they have specialized needs. They source imported specially products from local and
regional disiributors, due o volumse.

Local manufacturers are the main competitors for ULS. exporters selling 1o the HRI sector. They can
be calegorized in two Lypes:

«  Domestic Manofactorers: Local lood processors like Bimbo, Lals, Ssabritas and Herde 2
have the greatest market penetration, dominate the foodsérvice sector, and have an advanced
distribul son sysiem.

+  Transmational Companies: Global companies like Coca-Cola, General Mills, Nesilé,
Unilever, and Krafi Foods are also active local suppliers. Much of their success is due o
their sirategic alliances with fondservice operaors,

Tahble 3, Competition
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SIRHA - Foodservice Show

Date: April 11-13, 2018

Location: World Trade Center Mexico City
Website: www.sitha-mexico.com

Exphotd Cancun
Dase: Junme 12-14, 2018
Locaton: Cancun Conve non, Center Quintana Roo

Wehsite: www exphotel .nat

Abasiur

Dake: August 28 - 30, 2007

Locavon: Banamex Center. Mexico DF.
Website: www.nbasiur.ocom

Restsurant Indusiry Contacts

Company E-Mail

Phone

Imddusiry of Restaurants sl
Foad (CANIRAL)

Matlomnl Ol mbe r ol Lhe ez o g el e b 0 v 1l oy e

Tl (55) Seld-04TH
Sl 2imi

[Fax: (55) Sold-4086

Meddcan Restawran Association direocio ngenerali smr, org
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