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Monterrey, Mexico, July 24, 2020 – Arca Continental, S.A.B. de C.V. (BMV: AC*) (“Arca Continental” 
or “AC”), the second-largest Coca-Cola bottler in Latin America, announced its results for the second 
quarter and first half of 2020 (“2Q20” and “6M20”). 
 

Table 1: Financial Highlights 
 

 

 
 
2Q20 HIGHLIGHTS 

• Net Sales reached Ps. 42,945 million, up 2.3% when compared to 2Q19.  

• EBITDA totaled Ps. 8,235 million, a margin of 19.2%, representing an increase of 1.8%. 

• Net Income declined 17.1% to Ps. 2,335 million for a margin of 5.4%.  
 

6M20 HIGHLIGHTS 

• Net Sales increased 3.7% to Ps. 81,837 million.  

• EBITDA totaled Ps. 14,872 million, 3.5% higher than 2Q19 for a margin of 18.2%. 

• Net Income grew 10.9% to Ps. 5,013 million for a margin of 6.1%.  
 
 

COMMENTS FROM THE CHIEF EXECUTIVE OFFICER 

“In one of the most challenging quarters in our company’s history, we carried out a comprehensive plan to 

deal with the health crisis, focused primarily on the safety of our team members and support for the 

community, as we adapted our service models to drive the competitiveness of our customers and the value 

chain. These actions, combined with strict control of expenses, enabled us to achieve 2.3% revenue growth 

and 1.8% in EBITDA at the consolidated level”, stated Arturo Gutierrez, Chief Executive Officer of Arca 

Continental. 

“Supported by the commitment and professionalism of our team, we will continue improving digital 

processes and execution at the point of sale in line with current market dynamics, and at the same time, 

seek to capitalize on our scale to protect the profitability of our business, maintaining a firm commitment to 

protect our people and serve the communities in which we operate”, he added.  

REVENUES GREW 2.3% WITH EBITDA UP 1.8% IN 2Q20  
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CONSOLIDATED RESULTS 

The figures presented in this report were prepared in accordance with International Financial Reporting 
Standards (“IFRS”). 
 

 

 
 

 

 

FINANCIAL ANALYSIS  
 

INCOME STATEMENT 

• During 2Q20, net sales increased 2.3% (-7.4%, excluding FX effect), compared to 2Q19, reaching Ps. 
42,945 million. This line item reached Ps. 81,837 million in the first half of 2020, up 3.7% (-1.5% 
excluding FX effect) compared to last year. 

• During 2Q20, sales volume, excluding jug water, declined 10.0% compared to the same period last year, 
mainly due to the negative performances in all our operations, with Peru and Ecuador being the most 
affected as a result of the measures implemented to restrict mobility in those countries.  

• In the 2Q20, cost of sales increased 1.7%, mainly as a result of the FX effect on our US dollar operations 
and the increase in concentrate prices in Mexico during 2019, partially offset by lower PET prices in all 
of the operations. For the first half of the year, this line item increased by 2.7%, compared to last year. 
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• Consolidated gross profit reached Ps. 19,349 million, an increase of 3.0% compared to 2Q19, 
representing a gross margin of 45.1%, 40 basis points higher than 2Q19. In 6M20, gross profit rose 
5.0% to Ps. 36,784, reaching a gross margin of 44.9%, 50 basis points higher compared to last year. 

• Selling and administrative expenses increased 5.3% (-3.8% excluding FX effect) to Ps. 13,825 million 
from Ps. 13,131 million in 2Q19; mainly due to the FX effect in our US dollar operations, partially offset 
by our spending control initiatives in operations. For the first half of the year, this line item reached Ps. 
27,144 million, up 6.8% (2% excluding FX effect) compared to 6M19. 

• At the close of 2Q20, consolidated operating income declined 3.9%, mainly from expenses related to 
the initiatives implemented to respond to the health emergency in the various operations. The total 
amount of expenses incurred related to COVID-19 was Ps. 327 million, out of which Ps. 135 million 
were recorded as operating expenses and Ps. 192 million as non-recurring expenses. In 6M20, 
consolidated operating income declined 1.9%, reaching Ps. 9,421 million, and an operating margin of 
11.5%. 

• In 2Q20, EBITDA increased 1.8% (-5.4% excluding FX effect), reaching Ps. 8,235 million, and an 
EBITDA margin of 19.2%. In 6M20, EBITDA was Ps. 14,872 million, up 3.5% (unchanged excluding FX 
effect), and an EBITDA margin of 18.2%, compared to 6M19. 

• The comprehensive financing result for 2Q20 reached Ps. 1,326 million, up 43.3% compared to 2Q19, 
due to a greater exchange loss, as a result of our cash position in US dollars and the appreciation of 
the Mexican peso. In 6M20, this line item declined 55.9% due to a significant depreciation of the Mexican 
peso in 1Q20. 

• In 2Q20, the income tax was Ps. 1,252 million, 2.7% lower than the same period last year, reflecting an 
effective tax rate of 30.0%. This reduction is in line with the decline in net income before taxes, derived 
from the foreign exchange loss due to the appreciation of the Mexican peso. In 6M20, the effective tax 
rate was 29.8%. 

• Arca Continental’s net income for 2Q20 was Ps. 2,335 million, a 17.1% decline compared to 2Q19, 
reflecting a net margin of 5.4%. In 6M20, the trend was positive, registering 10.9% growth, and a net 
margin of 6.1%, up 40 basis points compared to 6M19. 
 

BALANCE SHEET & CASH FLOW STATEMENT 

• As of June 2020, the cash balance was Ps. 30,554 million and total debt was Ps. 59,627 million, for a 
net debt position of Ps. 29,072 million. The Net Debt/EBITDA ratio was 0.9x. 

• Net operating cash flow reached Ps. 13,651 million in 2Q20.  

• CAPEX for the period totaled Ps. 2,712 million, mainly allocated towards returnable packing and 
improvements in distribution and production capacities, which includes investments in the new plant in 
Houston, Texas at the beginning of the year. 
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Arca Continental reports its information for three regions: Mexico, United States and South America, (which 
includes Peru, Argentina and Ecuador). Each region includes results for the beverage and complementary 
businesses. 

 

 

 

OPERATING RESULTS FOR MEXICO  

• Net sales for Mexico reached Ps. 17,938 million during 2Q20, a decline of Ps. 0.6% compared to 2Q19. 
Sales volume reached 266.8 MUC (excluding jug water), a decline of 4.7% compared to 2Q19, mainly 
due to the measures implemented to restrict mobility. Average sales price per unit case, excluding jug 
water, was Ps. 63.5, an increase of 3.9% compared to 2Q19, as a result of selective price increases 
and better discount management. 

• In 2Q20, EBITDA for Mexico increased 8.9% to Ps. 4,891 million, representing a margin of 27.3%, 240 
basis points above 2Q19. 

 

Mexico 
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• The colas category showed resilience to the contingency. This line item posted an increase in volume 
of 0.8% as a result of the initiatives implemented in the traditional channel and the growth in multi-serve 
presentations, mainly the 3-liter non-returnable. This result was offset by the negative performance in 
the flavors category, due to the closures in entertainment and on-premise channels, where this category 
records high demand. 

• In 2Q20, the traditional channel registered a positive performance. As a result of our efforts to ensure 
customer service and promote the reopening of closed stores with initiatives such as “Tienda Segura” 
(Safe Store) and the continuous visit programs aiming to provide customers with protective tools for 
themselves and their consumers, protective and cleaning kits were delivered to over 200 thousand 
customers. 

• In 2Q20, the Company implemented activities to boost consumption, mainly by focusing all efforts to 
improve single-serve presentations and the flavors category, as well as by developing and creating 
greater availability of returnable products, with the aim of protecting the affordability of our products. In 
addition, activities were generated to increase the repurchase through cross-selling initiatives with 
Bokados. 

• The most affected channels due to the health contingency were entertainment, education and on- 
premise, mainly caused by the total or partial closure of stores and venues throughout the country. 
These three channels represented 2.9% of total volume. The traditional channel continued to post 
significant growth as a result of changes in consumption trends given consumer preference for mom & 
pops stores to reduce exposure and time out of the home. 

• The dairy category posted positive results, mainly driven by single-serve products, such as 450ml, 
225ml and 235ml presentations and multi-serve 1L presentation, which have had a positive performance 
within the traditional and direct to home channels. 

• Multi-serve presentations registered increases in sparkling water, dairy and colas categories as a result 
of high demand of products in larger formats due to the voluntary stay-at-home order, and the preference 
of stocking up on products to reduce the need to leave the house, and the closure of channels with 
greater availability of single-serve products. 

• At the beginning of the quarter, we promoted the Direct to Home Channel, thus expanding its coverage 
to 7 additional cities, where discounts were granted through the “Coca-Cola en tu Hogar” website, aimed 
at promoting and integrating new consumers to the platform. Additionally, more distribution vehicles 
were provided with devices for credit card collection. 

• During 2Q20, 131 distribution routes were improved, therefore achieving efficiencies in distribution 
costs. Moreover, in May, we launched a dynamic route model in the Zapopan plant, which consists of 
balancing and reducing working hours of the sales force, as well as balancing the productivity of the 
routes. 

• Bokados posted a positive performance in terms of sales and profitability, mainly driven by the traditional 
channel, as well as the e-commerce positioning strategy for the supermarket platforms, in order to better 
position the Bokados products online. In addition, efficiencies were made through changes in work 
shifts, adjustments to the marketing plan and reducing operating expenses as part of the spending 
control plan. 
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The U.S. includes the beverage businesses of CCSWB and the snacks businesses of Wise and Deep River. 
 

  

 

OPERATING RESULTS FOR THE U.S. 

• During 2Q20, total revenues for the U.S. increased 18.9% to Ps. 18,142 million. Sales volume decreased 
4.2% to 110.6 MUC, due to the double-digit decline in water and still categories, partially offset by the 
favorable performance in colas and the efficiency initiatives.   

• EBITDA for the U.S. reached Ps. 2,519 million in 2Q20, increasing 26.2% and expanding in EBITDA 
margin by 80bps when compared to 2Q19.  

• The net price for the quarter increased 2.7% as a result of the selective price increases made at the 
beginning of the year and the rescheduling of promotions, partially offset by a negative effect in mix. As 
the Food Service/On-Premise (“FSOP”) channel begins to reopen, we have observed a gradual 
improvement in mix. 

• The Large stores channel grew 4.4% during the quarter from the increase in traffic at retail stores and 
the recovery of the convenience store channel. This demonstrates our ability to adapt effectively to 
change, operate more efficiently and accelerate our strategic priorities; but above all, it showed our 
capacity to restore operations.  

• In terms of channels, 23,000 customers of the FSOP channel have reopened since the start of 
quarantine; the focus has been to drive traffic to their points of sale with promotions and banners, both 
physical and digital. Additionally, our primary task has been to ensure our products are available to 
support increasing takeout sales. Meanwhile, in the retail stores, our focus has been on ensuring 
availability of core products, as demand has increased and simplifying promotional offers. 

 

UNITED STATES 
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• During the quarter, we have expanded the digital presence of our products on our customers’ online 
platforms and on all intermediary sales sites. The enhancement of our customer ordering platform, 
myCoke.com, together with the support of the customer service center, has enabled us to reach more 
customers. During 2Q20, 38% of FSOP customers utilized this platform to order their products.  

• During 2Q20, we started the development of a tailored-made customer prioritization model for our FSOP 
channel to accelerate value and revenue capture as the new normality settles in. This prioritization 
engine combines different segmentation and prediction modules that will allow to clearly identify the 
priority customers for the different revamped strategies for the channel. We have also started with the 
testing of our automated ordering and product recommendation based on advanced analytics tools for 
convenience stores. 

• E-commerce has gained more relevance and become a key pillar for the present and future. 
Consequently, we continue to build the strategy for online business around three pillars: myCoke.com 
ordering platform, e-commerce customers, and building capabilities.  

• At Wise snacks, we delivered positive results in EBITDA during the quarter as a result of the initiatives 
that were implemented to address the situation, including the development of opportunities on digital 
platforms where we recorded the best e-commerce performance with significant volume growth in this 
channel for Wise and Deep River. 
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South America includes beverage operations in Peru, Argentina, Ecuador and the Inalecsa snacks 

business. 

 

OPERATING RESULTS FOR SOUTH AMERICA 

• The South American region posted a 20.8% decline in net sales to reach Ps. 6,865 million in 2Q20. The 
drop in sales as mainly due to the weaker performances of the operations in Ecuador and Peru.  

• In 2Q20, total sales volume for South America decreased 27.6% (excluding jug water) to 88.5 MUC, 
due mostly to the decreases in flavors and water categories which were down 34.7% and 56.0%, 
respectively.  

• EBITDA for South America was down 48.5% to Ps. 825 million, diluting the margin by 650bps versus 
2Q19, to 12.0%.  

 

 

 

South America 
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Peru 

• During 2Q20, sales volume declined 34.2%, with April posting the highest decline; sequential 
improvements were registered in the two subsequent months. This decrease was partially offset by the 
cola and stills categories.   

• We were able to maintain our market share as a result of plans implemented to reinforce the presence 
of our brands, including the launch of returnable multi-serve packs of Fanta to protect the affordability 
of our products, as well as a campaign to reposition the Inca Kola brand. 

• During the quarter, the traditional channel was the most resilient thanks to its proximity to consumers; it 
registered a 15.8% decline in volume compared to 2Q19. Nevertheless, it has reported a sequential 
improvement and in June it grew by 3.0%. 

• The traditional channel was stimulated during the contingency by a plan called “Mi Bodega Abierta” (My 
Open Store) with messaging aimed at customers on how to remain safely open. In addition, we 
implemented new service models such as Direct to Home routes and the digitalization of our 4,000 
customers through the AC Digital platform.     

 

Ecuador 

• Sales volume in Ecuador declined 28.2% in 2Q20 mainly due to the impact of restrictions on mobility 
that were imposed at the start of the quarter, with water and stills categories being the most affected. 
However, all our brands are now in a recovery stage, and notably, Coca-Cola and Inca Kola posted 
positive results for June. 

• In 2Q20, we implemented the “Mi Tienda Segura” (My Safe Store) initiative, which aims to drive the 
reopening of stores through the distribution of sanitation kits, effective communications and awareness 
campaigns regarding the role of the vendor within the community and the importance of having them 
remain open during this situation. During the program, around 23,000 stores in the traditional channel 
participated. 

• During the contingency, we observed changes in consumer habits who spent more time at home for 
which, during the quarter, we continued strengthening the Home Channel through the development of 
capabilities which yielded favorable results in 2Q20 with an average of 10 routes and a base of over 
5,000 consumers. Likewise, taking advantage of these consumption occasions, we have strengthened 
the returnability strategy, mainly towards multi-serve presentations.  

• This quarter we launched the initiative called “Vecino Seguro” (Safe Neighbor), a program aimed at 
company associates and their families with the goal of responsibly supplying their neighborhoods or 
residential communities. Through the registration of the participant, we take orders for the beverage 
business, Tonicorp and Inalecsa, and we deliver it according to the logistical route assigned by the 
commercial area. To date, over 866 active consumers have been added since the launch of this 
program. 

• We continued adjusting our service models in order to provide the optimal customer service: distribution 
route adjustments to make deliveries more efficient, phone calls to reduce the number of in person visits 
and the implementation of a B2B tool aimed at guaranteeing efficient and continued service, an initiative 
that reached 7,200 customers in the first phase of its deployment. 
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• At Tonicorp, in 2Q20 we implemented a strategy focused on maintaining active communication with 
consumers through digital and social media platforms. This helped us maintain brand leadership in these 
categories, while strengthening our relationships with customers and consumers. 

• At Inalecsa during the quarter net sales and EBITDA posted double-digit growth. This quarter we began 
selling Tortolines through the Amazon platform in the U.S. in salt, sweet, spicy, lemon and garlic flavors. 
This distribution will give us coverage in all 50 states. 

 

Argentina 

• Sales volume declined 10.3% mainly due to the decreases in flavors and water categories or 38.5% and 
24.0%, respectively. This was partially offset by the solid performance of returnable and multi-serve 
packages of colas.  

• In 2Q20, in response to the contingency and in light of the mobility restrictions, we worked on 
strengthening our Route to Market (RTM) capabilities through phone sales that increased our daily 
interactions from 60 to 85 customers. As a result, we migrated to a hybrid service model that included 
3 phone calls and 3 in person visits, we added more customers per route and maintained the number 
of visits to closed customers to incentivize their reopening. 

• We implemented a plan during the quarter to protect the affordability of our products through different 
initiatives such as greater coverage of Aquarius in 2-liter Universal Bottle, the launch of Cepita Fresh in 
1.5-liter non-returnable in two flavors – orange and grapefruit – as well as leveraging the capacity of our 
returnable formats in order to maintain strategic and competitive pricing during the quarter. 

• At the start of the quarter, we launched AC Digital under a pilot program in Salta, thereby advancing the 
implementation of this tool by more than 3 months. To date, it has been implemented in 7 of the 10 
provinces in which we operate, achieving 57% of registered customers and 69% of customers with 
orders received.    
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• On July 22, 2020, Fitch Ratings announced the ratification of the investment grade rating for Arca 
Continental, AC Bebidas, and Arca Continental Lindley, at both the global and national levels. The 
agency confirmed its “A” long-term credit rating in its global scale for AC and ACBE, and the “AAA(mex)” 
rating in its national scale, with a stable outlook. For Arca Continental Lindley, the agency also ratified 
its global “A” rating, with a stable outlook. 

• On June 23, 2020, Arca Continental was selected to join the new sustainability index launched jointly 
by Standard & Poor´s Dow Jones Index and the Mexican Stock Exchange. This recommendation 
validates the Company’s conviction to make sustainability an integral part of every business process.  

• On April 2020, Arca Continental´s Annual Shareholders´ Meeting approved the payment of a cash 
dividend of Ps. 2.42 per share, in one single payment as of April 16, 2020, equivalent to a total of Ps. 
4,270 million. This dividend represented an increase of 5.2% when compared to the dividend paid in 
2019. 

 

 
CONFERENCE CALL INFORMATION 

Arca Continental will host a conference call on July 24, 2020 to discuss these results at 10:00 am 
Mexico/Monterrey time / 11:00 am New York time. A live webcast of this event will be available at 
www.arcacontal.com or connect via telephone. 

 

To participate, please dial: 
+1-877-712-5080 (U.S. participants) 
+1-334-245-3009 (International participants) 
0-1-800-062-2650 (Mexico participants) 
Passcode:  36151 

 
About Arca Continental 
Arca Continental is a company dedicated to the production, distribution, and sale of non-alcoholic beverages which are brand names of The Coca-
Cola Company as well as salty snacks under the brands of Bokados in Mexico, Inalecsa in Ecuador, and Wise and Deep River in the United States. 
With an outstanding track record of more than 94 years, Arca Continental is the second largest Coca-Cola bottling company in Latin America and 
one of the most important in the world. Within its Coca-Cola franchise, the company serves a population of more than 123 million in the northern 
and western parts of Mexico as well as Ecuador, Peru, the northern region of Argentina and the Southwestern U.S. Arca Continental is listed on 
the Mexican Stock Market under the ticker symbol "AC". For further information about Arca Continental, please visit www.arcacontal.com 
 
This material may contain forward-looking statements regarding Arca Continental and its subsidiaries based on management’s expectations. This 
information as well as statements regarding future events and expectations is subject to risks and uncertainties, as well as factors that could 
cause the results, performance and achievements of the Company to differ at any time. Such factors include changes in the general economic, 
political, governmental and commercial conditions both domestically and globally, as well as variations in interest rates, inflation rates, exchange 
rate volatility, tax rates, the demand for and the price of carbonated beverages, water, and the price of sugar and other raw materials used in 
the production of sparkling beverages, weather conditions and various others. As a result of these risks and factors, actual results could be 
materially different from the estimates provided; therefore, Arca Continental does not accept responsibility for any variations or for the 
information provided by official sources. 

 
 
 

 

RECENT EVENTS 

http://www.arcacontal.com/
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Additional Financial Information 
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Note: The information in these tables is available for download in MS Excel format at the following link: 

http://www.arcacontal.com/investors/financial-reports.aspx 

http://www.arcacontal.com/investors/financial-reports.aspx

