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AT A GLANCE

A set of elite, internationally minded companies—the 2018 BCG multilatinas—
have managed to navigate Latin America’s recent turbulence and achieve oustand-
ing growth and shareholder returns. Now, as the region’s economies stabilize, these
companies can help bring the increased productivity, investment, and innovation
needed to take Latin America to the next level.

ADAPTING TO A SHIFTING ECONOMIC LANDSCAPE

Changes in the composition of our list of 100 mulilatinas since 2009 reflect trans-
formations in Latin American economies. There’s a much higher share of consumer
product and services companies, and fewer commodity and industrial goods
companies. There is also more geographical diversity, largely owing to strengths in
technology and financial services.

SUCCESS FACTORS

Five key factors have enabled the BCG multilatinas to outperform their regional
peers and achieve solid growth despite years of volatility and the region’s challeng-
ing business environment. These companies connect more intimately with consum-
ers, overcome value chain complexities, orchestrate innovation networks, merge
like a pro, and nurture employees to unleash talent.
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THE LAST DECADE WAS trying for Latin America, but it also brought some
reasons for optimism. Millions of households across the region entered the
middle class, and living standards improved. But many of these gains were fueled
by a commodities boom that has since waned. For Latin America to get on the road
to sustained economic growth, the region will need a significant increase in invest-
ment and productivity.

One group of companies, in sectors as diverse as consumer goods, telecommunica-
tions, and infrastructure, could prove pivotal in enabling Latin America to achieve
these goals. The multilatinas, as they are called, have generated exceptional growth
and have operations beyond their national borders. From 2008 through 2016, the
multilatinas that we have identified and tracked—the “BCG multilatinas”—regis-
tered annual revenue growth of 5.2% as measured in US dollars, around three times
higher than the average for all large Latin American companies. Now, with the re-
gion’s economies showing signs of stability and renewed growth, we believe that
the multilatinas are well positioned to help lift Latin America to the next level.

In addition to the tangible benefits that the multilatinas are bringing to a region of
20 nations and more than 600 million people, these companies are important sourc-
es of innovation and human capital development. They are at the forefront when it
comes to creating new value in services, responding to the demands of a growing
middle class, reaching borderless communities of connected customers, and serving
as valuable nodes in the ecosystems of other global enterprises. The multilatinas
can also play a pivotal role in enabling Latin America to thrive in a shifting global
landscape. At a time when the US, one of the region’s most important partners, is
becoming more isolationist, the multilatinas can serve as bridges to other corners of
the world and exemplify the benefits of integrating regional economies.

Multilatinas Then and Now

BCG published its first list of 100 multilatinas in 2009. (See The 2009 Multilatinas: A
Fresh Look at Latin America and How a New Breed of Competitors Are Reshaping the
Business Landscape, BCG report, September 2009.) For our 2018 list, we added two
new types of companies: financial companies and a group of dynamic technology
companies that we call technolatinas.

The composition of this year’s list reflects some of the profound transformations
that have occurred in the region’s economies since our earlier study. Among the key
findings this year, compared with those of 2009:
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Although Latin
America still generally
underperforms other
emerging markets,
the picture is starting
to improve.

e A Larger Presence of Consumer Companies. The share of multilatinas
specializing in consumer goods and services that meet the needs of the expand-
ing middle class increased from 31% to 44%. The number of commodity compa-
nies fell from 12 to 7, largely owing to the downturn in commodity prices.

e Greater Geographical Diversity. Although companies from Brazil, Chile, and
Mexico still dominate the list in 2018, there are more companies from Argentina,
Colombia, and Peru—in large part because of the inclusion of financial institu-
tions and technolatinas. Companies from Costa Rica, El Salvador, and Panama
also joined the list.

e Superior Value Creation. The average total shareholder return—a broad
measure of company stock performance—of the BCG multilatinas increased
12% per year from 2000 through 2016, far outpacing the 8% average TSR of
emerging-market companies as a whole.

e Strong Contribution to Job Creation. Employment at multilatinas expanded
by 2.6% annually from 2013 through 2016, above the regional average of only
0.3% per year for the same period.

The Economic Context

Despite these companies’ success, Latin America has been losing ground in the
global economy: its share of global GDP shrank from 8.6% in 2009 to 7.7% today.
This has occurred at a time when emerging markets in general have boosted their
share of global economic output from 33% to more than 50%, according to the Inter-
national Monetary Fund. Economic volatility in many Latin American economies
has also been much fiercer than in most of the world, damaging investor confidence.

Latin America enjoyed strong GDP growth until the 2008-2009 global recession,
and the region has since struggled to sustain economic momentum. Commodity
prices started falling in 2014; fiscal crises, political turmoil, insufficient public and
private investment, and declining consumption fueled recession, and market tur-
moil compounded the problems. Countries such as Brazil and Argentina experi-
enced major setbacks, while others, such as Chile, Colombia, and Peru, continued to
grow but at slower rates.

In addition, inadequate investment over the years in education and infrastructure
has left several Latin American nations without a strong foundation for growth and
diversification beyond resource-based industries. (See Brazil: Confronting the Produc-
tivity Challenge, BCG report, January 2013.) In global benchmarks of government ef-
ficiency, government regulatory burdens, and the effectiveness of investment incen-
tives, Latin America lags well behind many other emerging markets. Although this
also varies from one country to the next, in general terms the region has yet to ful-
fill many overdue economic reforms.

Although Latin America still generally underperforms other emerging markets, the
picture is starting to improve. Brazil and Argentina are showing signs of recovery,
and GDP growth across the region is projected to average 2.7% through 2021.
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Latin America still possesses a number of assets that make it an attractive growth
market. For starters, the region has a combined nominal GDP of $5.3 trillion, great-
er than that of the ASEAN economies, India, and the Middle East plus Africa. It is
also a $3.5 trillion consumer market. Indeed, per capita annual private consump-
tion is higher in Latin America than in China or Russia.

Recent recessions in some nations have pushed many households back into poverty,
but 35% of the regional population is still in the middle class—a significant increase
since 2009, when it stood at 28%. The distribution of income, which has historically
been very unequal in Latin America, has been improving slowly but steadily. The
average regional Gini index—a measure of the gap between the highest-income
earners and the lowest—has narrowed by an average of 1 percentage point annual-
ly since 2009.

Furthermore, 95% of Latin Americans speak Spanish or Portuguese and share simi-
lar values and cultural influences. This helps businesses that wish to collaborate
and engage with customers across borders. Latin America remains rich in natural
resources, accounting for 14% of the world’s agricultural land, 15% of oil reserves,
21% of forests, 28% of available water, 54% of copper production, and 66% of lithi-
um reserves.

The growing commitment to trade and investment liberalization by some Latin
American governments, despite growing protectionism in the US and elsewhere,
also favors the region and its multilatinas. The region’s recent tilt toward openness
is expected to help increase both imports and exports, which have grown by rough-
ly 30% since 2009. Greater openness is also making Latin America an attractive des-
tination for foreign direct investment. From 2014 through 2016, the region drew an
average of $184 billion in FDI annually—close to China’s level—compared with
$126 billion in the ASEAN economies and $41 billion in India. Approximately $30
billion of that amount came from China alone—double the sum from 2003 through
2009. The automotive, metals, and communications sectors have been among the
chief Chinese investment targets.

A resilient private sector is arguably among Latin America’s most valuable assets.
Around 80% of the region’s companies, both big and small, are family owned. These
enterprises employed 70% of the workforce as of 2014. In our experience, family-
owned businesses focus on resilience. Their earnings may be slightly lower than
those of their peers during good times, but they outperform during downturns.
They know how to navigate complex business environments and have a long-term
commitment that enables them to ride out business cycles. Despite being controlled
by families, many leading Latin American companies are run by trained profession-
als who instill modern management methods and practices. The growth that some
of them have enjoyed in the past decade is pushing them to seek higher levels of
professionalization. This is especially true for the multilatinas.

The 2018 BCG Multilatinas

We began by analyzing more than 5,000 companies with operations in Latin Ameri-
ca that have more than $1 billion in revenue and that have grown faster than the
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regional average and operate beyond their national borders. The technolatinas in-
cluded in our latest study are Latin America-based companies in tech-related busi-
nesses that compete internationally and had more than $300 million in revenue in
2016. (See Exhibit 1.)

The multilatinas significantly outperformed their regional peers during the study
period. Their 5.2% annual growth rate from 2008 through 2016 (US dollars) com-
pares with a 1.8% rate for all Latin American companies with more than $1 billion
in annual revenue. As a group, these companies excel at creating value. From 2000
through 2017, despite periods of volatility, their average total shareholder return in-
creased 685%. That compares with a 375% rise in the MSCI Emerging Markets In-
dex. (See Exhibit 2.)

Roughly half of the 2009 multilatinas did not make the 2018 list. Most dropped off
because they failed to maintain strong enough growth or profitability. Ten were in-
volved in mergers and acquisitions, although three of those reappeared on the 2018
list as other entities. Other companies no longer had a sufficient international foot-
print.

A More Diverse Geographic Mix

There were some interesting shifts in the geographic distribution of the BCG multi-
latinas. In 2009, Brazil. Chile, and Mexico accounted for three-fifths of companies
on the list. This year, companies are more spread out, with greater representation
from Argentina, Colombia, and Peru; companies from Costa Rica, El Salvador, and
Panama also made the cut.

EXHIBIT 1 | The 2018 BCG Multilatinas

Mexico - 28 Costa Rica-1 Colombia - 11 Brazil - 26

» Aeromexico Chile - 18 « Florida Ice and Farm e Avianca « Alpargatas

- Alpek E= ke © Company (FIFCO) « Bancolombia « Banco BTG Pactual
- Alsea « Agrosuper « Ecopetrol « Braskem

« América Mévil « Antofagasta Minerals » Empresa de Energfa | « BRF

« Arca Continental  « Banco de Crédito e Panama - 1 de Bogotd (EEB) « Camil

« Bachoco Inversiones (BCI) - G A » Empresas Publicas | « Cielo

» Becle (Cuervo) «» Carozzi P de Medellin (EPM) » Duratex

« Bio-PAPPEL « Celulosa Arauco y  Grupo Argos « Embraer

- CEMEX Constitucién (Arauco) | El Salvador-1 * Grupo Aval « Fibria

« Chedraui » Cencosud « Grupo Unicomer ¢ Grupo Bolivar » Gerdau

« FEMSA « Compafifa * Grupo Nutresa « Globo

« GRUMA Cervecerfas « Interconexién « GOL

» Grupo BAL Unidas (CCU) Eléctrica (ISA) « lochpe-Maxion
» Grupo Bimbo « Conchay Toro Peru -5 * Sura « Itati Unibanco
» Grupo Condumex  « Copec . » Klabin

« Grupo Elektra « Embotelladora Andina |  * Ajégroup (AJE) ARG « Marfrig

» Grupo Gigante « Empresa Nacional de * Alicorp g » Minerva

» Grupo Lala Telecomunicaciones * Belcorp « Arcor « Natura

» Grupo México (Entel) e Gloria « Arcos Dorados » Netshoes

» Mabe « Empresas CMPC * Unidn Andina de Cresud « Stefanini

- Metalsa - Falabella Cementos (UNACEM) - Despegar.com « Suzano Papel
» Mexichem » LATAM Airlines » Globant e Celulose

» Nemak « Ripley » MercadolLibre « TUPY

« Omnilife «» Sigdo Koppers « Molino Cafuelas » Ultrapar

» Qudlitas « Sociedad Quimica » Molinos Rfo de la » Vale

» Sigma y Minera de Chile Plata « Votorantim Cimentos
« Televisa (SQM) « Ternium * WEG

« Volaris + SONDA

Source: BCG analysis
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EXHIBIT 2 | Multilatinas Have Outperformed the Emerging-Market Index in Terms of TSR

TOTAL SHAREHOLDER RETURN INDEX, 2000-2017*
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Sources: Datastream; BCG analysis.

Note: TSR calculated in US dollars for the 81 listed 2018 multilatinas. TSR represents shareholders’ bottom-line return, considering stock price

gains and dividends.
* January 3, 2000, to December 25, 2017.

Chile continues to outperform. Although it accounts for only 5% of Latin America’s
GDP, Chile is home to 18% of the BCG multilatinas. Over the past few years, it has
been the most successful Latin American nation at translating economic growth
into improved well-being for its citizens, according to BCG’s Sustainable Economic
Development Assessment. Chile also scores high on the World Economic Forum’s
global competitiveness rankings in higher education and infrastructure.

Nine Argentinian companies made the 2018 multilatinas list, despite that nation’s
deep economic troubles. Three are technolatinas: Despegar.com, Globant, and Mer-
cadoLibre. MercadoLibre is one of the region’s tech success stories. Founded in
1999, it is a true unicorn, achieving a current market capitalization of more than
$15 billion. Argentina’s strong education system, regional leadership in internet us-
age, development of tech hubs and collaborative work spaces, and government
funding for technology accelerators and startups have all contributed to its strong
tech sector. Nonetheless, considering the size of its GDP, Argentina remains under-
represented on the multilatinas list.

The strong representation from Colombia—11 multilatinas compared with 5 in
2009—can be largely attributed to the strength and regional breadth of its financial
sector. (See Exhibit 3.) Financial services account for 36% of Colombian multilati-
nas, compared with 12% of Brazil’s, 7% of Mexico’s, and just 6% of Chile’s. Colombia
has a strong reputation for trustworthiness in the region’s business community and
high confidence in its financial system, according to the World Economic Forum. Co-
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EXHIBIT 3 | Colombia Has Gained the Most Multilatinas Since 2009

NUMBER OF MULTILATINAS BY COUNTRY, 2018 VERSUS 2009
(OUT OF 100 TOTAL COMPANIES)

Brazil
Mexico
Chile
Argentina telcnhcrgg?aet?n:%as
Colombia ﬁnané?acll?r?si?tﬁtions
Peru
Other +50%

I 2009 BCG multilatinas ¥ 2018 BCG multilatinas

Source: BCG analysis.
Note: Other includes Costa Rica, El Salvador, Panama, and Venezuela. Financial institutions and
technolatinas not included in the 2009 BCG multilatinas.

lombian institutions such as Bancolombia and Banco de Bogot4 (Grupo Aval) have
been particularly successful at expanding across Central America.

Mexico’s presence on the list remains stable with 28 multilatinas. Brazil accounts for
around 25% of these companies, compared with 34% in 2009, the largest drop among
countries. Brazil was hit hardest by recent economic and political instability. Still,
70% of multilatinas with revenues above $5 billion are either Brazilian or Mexican.

Rising Latin American Growth Sectors

Shifts in the growth dynamics of Latin American economies are reflected in the lat-
est list. The number of service companies rose from 26 in 2009 to 41 this year, large-
ly owing to the addition of financial institutions and technolatinas.

The number of consumer sector multilatinas increased by 39%, to 44. (See Exhibit
4.) This reflects growing consumption by Latin America’s rising middle class. Twen-
ty-nine of those companies sell consumer goods.

The number of commodity companies on the list shrank by 41% to seven, highlight-
ing the fall in international prices for oil and minerals, as well as decreased invest-
ment. Health care is the most underrepresented sector among the multilatinas.
Most Latin American health care companies are midsize enterprises or subsidiaries
of multinationals.
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EXHIBIT 4 | Reflecting Economic Shifts, Consumer Companies Have a
Stronger Presence in 2018

NUMBER OF MULTILATINAS BY INDUSTRY, 2018 VERSUS 2009
(OUT OF 100 TOTAL COMPANIES)

Industrial
goods

Consumer

Technology,
media, and
telecommunications

Energy;
oil and gas

Financial
institutions

Technolatinas

Health
care

I 2009 BCG multilatinas ™ 2018 BCG multilatinas

Source: BCG analysis.
Note: Financial institutions and technolatinas not included in the 2009 BCG multilatinas.

Five Key Success Factors
Our analysis of the BCG multilatinas identified five factors that have enabled these
companies to outperform their regional peers and achieve above-average growth.

CONNECTING MORE INTIMATELY WITH CONSUMERS

Multilatinas in consumer segments, in particular, have taken advantage of their
strong, recognizable brands and knowledge of the region to build trust and
strengthen their relationships with customers.

Many multilatinas are listed among the region’s most valuable brands, judging by
the annual BrandZ rankings by research firm Kantar Millward Brown. In Chile, the
premium retailer Falabella has consistently ranked as the most valuable brand
since 2012, for example, as has Televisa in Mexico and Itad Unibanco in Brazil. That
is particularly important in Latin America, where surveys have found that a higher
proportion of consumers than in any other region consistently cite brand recogni-
tion as a top reason for buying a product.

A number of multilatinas use customer-centric strategies aimed at improving cus-
tomer engagement and personalizing their products. Through its regular engage-
ment with consumers via social media, for example, one multilatina in the food sec-
tor noticed that a product it was selling in one country was in demand in another
Latin American market. The company launched the product there and used social
media to promote it. The product sold out in a couple of weeks.
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Multilatinas tend to
invest more in R&D
than their peers in
the region, resulting
in new products and
solutions that
accelerate growth.

OVERCOMING VALUE CHAIN COMPLEXITIES

Running a business is particularly challenging in Latin America, where regulatory
and fiscal environments can be convoluted, institutions can be complex, and poor
infrastructure and long distances can complicate logistics and value chain manage-
ment.

Multilatinas tend to be better at coping with these challenges. One measure is asset
turnover rates, or revenues divided by average assets over a given period. Multilati-
nas in sectors such as engineering and construction, steel, auto parts, food, and pet-
rochemicals have higher asset turnover rates than those of their competitors. In the
oil and gas sector, their asset turnover is around 2.5 times higher than the industry
average. In the few sectors where multilatinas lag their regional peers in asset turn-
over, such as cement and power, the gap is closing.

One Latin American airline illustrates how multilatinas overcome the region’s com-
plexities and improve efficiency. The carrier found that its aircraft were out of ser-
vice for maintenance 60% longer than anticipated. Because many parts are import-
ed, complex customs clearance processes and high import duties add time and
money. Among other initiatives, the carrier revised its governance model to better
integrate multidisciplinary teams and developed analytic tools to better predict its
use of materials and capacity. As a result, the carrier was able to reduce delays by
around 80%.

ORCHESTRATING INNOVATION NETWORKS

Latin America invests less of its GDP in research and development than any region
except South Asia, and very few Latin American companies rank among the global
leaders in R&D spending.

Multilatinas tend to invest more in R&D than their peers in the region, resulting in
new products and solutions that accelerate growth. Multilatinas account for 13 of
Latin America’s top 20 recipients of patents. Natura alone holds over 670 patents.
Vale has about 640 and Alpek nearly 600.

Several multilatinas benefit from innovation networks that include their own R&D
centers, research partnerships, and small-business incubators. For instance, Brazil’s
Braskem developed a polyethylene plastic produced from ethanol sugarcane—a
renewable raw material—at one of its technology and innovation centers. This
technology enabled Braskem to establish global leadership in bioplastics. Mean-
while, Banco de Crédito e Inversiones (BCI), as part of its digital transformation
program, has set up an innovation lab, is publishing an open catalogue of applica-
tion program interfaces, and is launching Mach, the first open peer-to-peer pay-
ments app in Chile.

MERGING LIKE A PRO

Multilatinas invested around $48 billion in mergers and acquisitions from 2009
through 2017, accounting for about 20% of the value of all M&A activity in the re-
gion over that period. Such moves have enabled these companies to boost their
growth and geographic reach. The merger of TAM Linhas Aéreas and LAN Airlines,
for example, resulted in the region’s leading carrier, LATAM Airlines.
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Creating value through M&A isn’t easy. But the odds improve as acquirers gain ex-
perience. According to our research, the share prices of multilatinas that are serial
acquirers have appreciated by almost 70% over the past eight years, compared with
a 7% increase for other Latin American frequent buyers.

Multilatinas are more active in cross-border M&A than other companies in Latin
America and employ a number of best practices. Several have dedicated teams that
follow the acquisition process end to end. Navigating political and regulatory pit-
falls, which is challenging in the region despite a common language and cultural
heritage, is especially important.

NURTURING EMPLOYEES TO UNLEASH TALENT

Multilatinas are taking a number of actions to overcome skills shortages, which in
some Latin American countries are among the most acute in the world. Several
have established training programs in partnership with schools. Aerospace manu-
facturer Embraer, for example, collaborates with Instituto Tecnoldgico de Aerondu-
tica. Other companies have created corporate universities, such as MercadoLibre’s
MELI Academy.

Positioning for the Future

These five success factors have enabled multilatinas to adapt and succeed through
years of economic and political turbulence. But now these companies must hone
new advantages to outperform in the decade ahead. The business landscape both
within the region and around the world is undergoing profound change. Globaliza-
tion is being radically redefined by growing economic nationalism and new digital
technologies. Global growth is being driven less by physical trade and more by rap-
idly expanding digital connections among people, businesses, and devices. (See
“The New Globalization: Going Beyond the Rhetoric,” BCG article, April 2017.)

The implications of these shifts are being felt in Latin America. A decade ago, the

region’s growth was propelled primarily by commodities, export manufacturing, do-
mestic consumption by a growing middle class, and the demographic dividend gen-
erated by a young, rapidly growing workforce and declining birthrates. While sever-

al of these growth drivers will remain relevant, future growth will be increasingly The five success
driven by a growing demand for services, the adoption of advanced digital technol- factors have enabled
ogies, and the expanding power of global IT platforms. (See “New Business Models multilatinas to adapt
for a New Global Landscape,” BCG article, November, 2017.) and succeed through

years of economic
To succeed in the next phase of globalization, multilatinas will certainly need to and political turbu-
continue building on strengths such as marketing savvy, operational efficiency, lence.

M&A skills, innovation, and talent management. But they will also need to develop
new capabilities and innovative business models. They will have to master data an-
alytics, digital strategy, artificial intelligence, and the advanced manufacturing sys-
tems that make up Industry 4.0. They will also need to make delivery of value-add-
ed, customized services and products that meet specific clients’ needs their central
goal. And as important offshore markets become more complex and protective,
multilatinas must be able to identify new pockets of growth opportunities among
borderless markets of digitally connected consumers.
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We already see evidence that the multilatinas are adapting. Leading-edge manufac-
turers are deploying advanced technologies such as blockchain and 3-D printing.
Financial services companies and retailers are putting agile work models into prac-
tice and transacting more business through digital channels. Consumer product
companies are mining big data to codesign products with their customers.

The competitive challenges ahead, both for companies and for Latin America as a
whole, are numerous and daunting. But as they have demonstrated over the past
decade, the multilatinas have a knack for navigating complexity. They also have the
power to push Latin America forward.

NOTE
1. TSR represents shareholders’ bottom-line return, considering stock price gains and dividends.
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