DIRECT RETAIL |

Direct retail sales are a new but growing phenomenon in Mexico. Traditionally,
the postal system has been grossly inefficient and the phones unreliable. This
deprives direct marketers of their two most important tools. Customer lists are not
readily available and only about 4 million Mexicans hold credit cards.

In spite of these hurdles, the direct marketing industry in Mexico has grown since
the peso crisis. The Asociacion Mexicana de Mercadotécnia Directa (AMMD), Mexican
Association of Direct Marketing, ended 1996 with 300 members. According to '
media reports, it is projecting 500 members by the end of 1997. Several American
direct marketing firms have moved into Mexico and have reported response rates
at triple the typical American level. One observer attributes this phenomenon to
the fact that Mexicans do not receive much mail, and certainly not much junk
mail, so they tend to read mailed advertising. Commercial mailers can speed up
el service by pre-sorting mail and delivering it direct to postal substations. Mexico’s
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! Mexicans are too polite to hang up on the caller.

Mexican marketing specialists say that high-end retail products can do well using
catalogues and private deliveries. For example, Victoria’s Secret distributes
exclusively by catalogue in Mexico and delivers within 48 hours by courier from
the United States. In the principal cities, personal messenger services can be hired
for as little as US $0.50 per delivery if the volume is substantial.

SuBSIDIARY COMPANIES

Some companies have international reputations and receive unsolicited inquiries
from Mexican buyers. Some monitor bid requests from government entities. Some
have met Mexican buyers at trade shows in Canada. Others have been successful
in advertising in Mexican media, dealing with enquiries from Canada and sending
sales personnel to Mexico to negotiate contracts. For the most part, these
approaches are most effective for small-volume, high-value sales of highly
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Companies who are seeking a more sustained market, or a broader mix of clients
often elect to set up a marketing office in Mexico. This requires that they set up a
Mexican subsidiary, because only persons or corporations resident in Mexico, and
holding a Registro Federal de Causantes (RFC), taxation registration number, can
import into that country.
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