EMERGENCE OF SHOPPING MALLS

In spite of these modernization trends, Mexico is still regarded as an
underdeveloped retail environment. New American-style mall developments are
springing up all over the country. Most of the large chains are pursuing joint
ventures with foreign retailers.

The rapid expansion of malls is outpacing the growth of the relatively up-scale
market they will serve. This reflects a desire by operators to capture key locations,
with the expectation that rising disposable income will stimulate sales at the high
end of the market in the longer term. The building boom is also being sustained

by a rising demand from retailers who want to keep up with developing trends and

capture market share.

The availability of construction financing is also having an impact. The Mexican
government’s market-oriented policies and liberalized trade strategies are
attracting investments from Europe and Japan as well as the United States.

Some of these new developments have been slow to prosper. This is partly due to

- the recent recession. Even the most established retailers have seen flat or even
declining sales. Grupo Cifra, for example, managed only 1 percent growth
(excluding new store openings) in sales volume in the first quarter of 1994
compared with a year earlier. Las Galas store, which was the anchor tenant for the .
Interlomas shopping centre in Mexico City, closed its doors after less than two
years in business.

The recession does not fully explain thls slugglsh performance. Most industry
observers agree that even though Mexico as a whole has an underdeveloped retail
sector, the three big urban markets are saturated. This includes Mexico City,
Monterrey and Guadalajara. Some experts believe that only the largest firms will
have the staying power to earn a profit on new investments in those markets.

EXPANSION OF NATIONAL CHAINS

Retailers are now seriously looking at the smaller and less affluent centres in
Mexico. Sear:f de México and E/ Puerto de Liverpool have been leaders in building
smaller stores in provincial towns. Also three top supermarkct chains, Grupo Cifra,
Gigante and Gomemal Mexu‘aﬂa, are woomg customers in rural areas with discount
opcratlons.

All of these companies have been expanding, mostly through joint ventures. Some
.examples include:

B E! Puerto de Liverpool, a large Mexican department store chain has joined forces
with K mart. This joint venture is developing sapermercados which will carry
both food items and lower-end apparel. E/ Puerto de Liverpool plans to invest
over US $300 million in this and other ventures.
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