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Adapting to New Consumer Patterns 
Fitch’s Sector Outlook: Improving 
Fitch forecasts revenues for non-essential Latin American retailers will start to recover in 
1H21, after being dramatically hit in 2020 by business interruptions to contain the 
coronavirus pandemic. This also led to higher unemployment and salary reductions.  

However, coronavirus-containment measures might cause extended restrictions and social-
distancing steps, which would delay non-essential retailers’ recovery. Essential retailers, 
however, will continue to show steady low-single-digit revenue growth and strong operating 
cash flows, which will support capex recovery and debt repayment.  

Rating Outlook: Stable to Negative 
Fitch does not expect rating changes for essential retailers in 2021, as they have adequate 
financial flexibility and defensive business models. Negative Outlooks for non-essential 
retailers, including Falabella S.A. (BBB) and Grupo Elektra S.A.B. de C.V. (BB+), reflect 
uncertainty on the length and severity of coronavirus-related disruptions and the expected 
downturn in discretionary spending that might weaken financial flexibility and credit metrics. 

Rating Distribution Weighting: High Yield  
Latin American retailers’ ratings range from ‘BBB+’ to ‘BB–’, with one, Grupo Famsa, S.A.B. de 
C.V., rated ‘D’. Investment-grade companies generally have healthy credit profiles and good 
geographic and business diversification. However, their business models are being 
challenged by the accelerated shift to online sales, changing consumer tastes and higher IT-
related capex demands.  

High-yield issuers include those with financial divisions with credit exposure to low-income 
populations, low geographic diversification, higher leverage profiles from strategic decisions 
and M&A activity, or relatively weaker companies with no significant competitive advantage. 
Grupo Famsa’s downgrade to ‘D’ in July 2020 reflected the company’s failure to pay short-
term debt after the regulator revoked the license of its banking operations and its subsequent 
Chapter 15 and Concurso Mercantil protection filings in August 2020. 

  

  

Maria Pia Medrano, Director 

“Fitch expects profitability pressures to continue in 2021 for non-
essential retailers, due to the significant growth in online sales and 
its associated costs; a more competitive environment amid 
restricted consumer spending; and an evolution of NPLs for 
retailers consolidating financial divisions. The environment is 
more stable for essential retailers, as some have strengthened 
their operating cash flows and reduced debt.” 
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What to Watch  

• Leverage and cash generation trends. 

• Liquidity positions. 

• Adaptability to digitalization. 

• Pressure on cost structures and capex to support omnichannel offering. 

• Credit portfolios’ NPLs and subsequent effects on credit profiles.  
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What to Watch – Leverage Trend: Gradual Recovery  
Fitch expects to see some recovery in non-essential retailers’ adjusted leverage in 2021, 
driven by economic recovery and the easing of pandemic-related measures. We forecast the 
median gross adjusted leverage for Latin American non-essential retailers to increase to 5.6x 
in 2020 from 4.6x in 2019 and then recover to around 4.0x in 2021, depending on the 
consumer spending recoveries.  

We expect adjusted leverage improvements for essential retailers, given their strong cash 
generation in 2020. Fitch estimates a median gross adjusted leverage of 4.3x for 2020 and 
2021, from a median of 4.9x in 2019. 

What to Watch – Cash Flow Generation: Neutral to Positive 
Fitch forecasts median FCF will be neutral to positive in 2021 due to capex resumption to pre-
pandemic levels and dividend payments, which were deferred in 2020. Retailers with 
financial divisions might have lower cash flow from operations in 2021 due working capital 
needs from higher credit offerings and somewhat normalized inventory levels. In addition, 
record low interest rates in most of the region’s significant economies should alleviate debt 
service pressures. 

What to Watch–- Liquidity Position: Comfortable 
Liquidity positions should continue to be comfortable, with healthy cash balances, 
manageable debt maturities and good access to credit through banks and capital markets. 
The sector forecast shows comfortable liquidity due to refinanced short-term maturities, 
committed credit lines or cash on hand retained in case of deeper economic decelerations.  

Retailers’ estimated median for cash and marketable securities is projected to be  
USD873 million at YE 2020 and their median short-term debt at USD204 million. LatAm 
retailers rated internationally by Fitch, with the exception of Grupo Famsa, are projected to 
end 2020 with strong cash balances, and Fitch estimates this will continue in 2021. 

  

 

 

 

 
Potential Disrupting Factor: Second Wave of National Lockdowns 

Fitch believes a second wave of national lockdowns could severely affect the sector. Non-
essential retailers’ profitability would not be able to recover within the short-term and 
relatively healthy companies might start presenting liquidity issues.  

Fitch is not considering a second national lockdown in Latin American countries in its base 
case as we see a low probability of occurrence given the major impact that would have on 
the already weakened Latin American economies. Sporadic lockdowns in isolated cities or 
states could have a more limited impact on retailers as most of them are geographically 
diversified. 
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What to Watch – Digitalization Is Here to Stay  
Most participants with an online offering saw a substantial increase in online orders in 2020, 
and some reached their five-year goals on omnichannel sales, driven by mobility restrictions 
and lockdowns. This acceleration came with challenges and retailers, especially department 
stores and specialty stores, will need to strengthen their logistics networks quickly to 
improve online order delivery times and return policies to keep customers satisfied and loyal.  

Competition is another challenge, with pure-play online platforms such as Amazon.com and 
Mercado Libre as significant participants. Fitch estimates online sales to be around 20% of 
total retail sales for non-essential retailers during 2021. 

Some companies have started partnerships to complement and reinforce omnichannel 
offerings, including Cencosud S.A. (BBB–/Stable), which formed an alliance with Cornershop 
to improve delivery times. The company also is implementing special stores to serve online 
demand only. Falabella also signed partnerships with logistics companies to optimize 
delivery. 

What to Watch – Profitability Margins to Reach Lower Levels 
Cost containment will continue to be key in 2021. The acceleration of e-commerce 
penetration and the need to improve delivery times entails higher logistics costs and lower 
profitability margins. For 2021, a consumer spending recovery will define the frequency and 
volume of commercial campaigns, which could pressure margins.  

Some retail segments, such electronics and department stores, also face challenges to pass 
through higher exchange rates on imported products to end prices and also to manage supply 
chain networks to avoid inventory shortages. Economic recoveries will drive credit 
origination and NPLs, which might be important variables for profit margins in 2021.  

Food retailers will face margin pressures from intense competition from discount and smaller 
formats and increased investments in IT platforms to improve omnichannel offerings. Fitch 
believes the sector’s heightened competition is a challenge, but most companies should 
weather it with internal cash flows.  

What to Watch – Consumer Credit May Recover 
Due to the weakened economic environment in most countries of the region, NPLs are a 
concern for retailers consolidating financial divisions, given that credit provisions affect 
profitability and collections delays affect cash inflows.  

The September 2020 regional NPL median for retailers’ credit divisions almost doubled the 
historical NPL median of around 5%. Fitch forecasts NPL medians for retailers’ financial 
divisions to remain high through YE 2020 and probably start to decline by mid-2021 as long 
as companies reactivate credit origination.  
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Appendix

Latin American Retail — Rating List 

 FC IDR LC IDR National Scale Outlook 

Non-Essential Item Retailers     

El Puerto de Liverpool, S.A.B. de C.V. BBB+ BBB+ AAA(mex) Stable 

Falabella S.A. BBB BBB AA(cl) Negative 

Grupo Elektra, S.A.B. de C.V. BB+ BB+ AA–(mex) Negative 

Grupo Famsa, S.A.B. de C.V. D D D(mex) N.A. 

Grupo Unicomer Corp. BB– BB– N.A. Stable 

Lojas Americanas S.A. BB BB+ AAA(bra) Negative for FC IDR  
Stable for LC IDR 

     

Essential Items Retailers     

Cencosud S.A. BBB– BBB– N.A. Stable 

InRetail Pharma S.A. BB+ BB+ N.A. Stable 

FC – Foreign currency.  IDR – Issuer Default Rating.  LC – Local Currency.  N.A. – Not applicable.  
Source: Fitch Ratings. 
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Outlooks and Related Research 
2021 Outlooks  

Global Economic Outlook (September 2020) 

Latin American Sovereign Credit Overview 4Q20 (October 2020)  

Pandemic Progress Check: LatAm Department Stores (2Q20 Online Sales Surged; 
Profitability Challenges Remain (October 2020) 
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