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HR Ratings ratified its HR AAA rating with Stable Outlook for Coca-Cola FEMSA 

and its KOF 21L and KOF 21-2L issuances. In addition, the rating of HR+1 was also 

ratified for Coca-Cola FEMSA.  

 

The ratification of the ratings for Coca-Cola FEMSA, S.A.B. de C.V. (KOF and/or the Company) and its bond issuances is based 

on its low net leverage, a long-term debt structure reflecting minimal debt service over the forecast period, and the Company's 

sustained Free Cash Flow (FCF) generation. This reflects the strength seen over the Last Twelve Months (LTM) as of the third 

quarter of 2024 (3Q24) and that expected for 2024-2027, Years of Payment Net Debt to FCF metrics, with an estimated 

weighted average of 1.5 years, a Debt Service Coverage Ratio (DSCR) of 8.0 times (x) and DSCR with Cash of 16.4x. We 

expect FCF levels of P$31,843 million (m) by 2027, mainly driven by sustained growth in sales volume, especially through an 

omni-channel strategy and a strong market position, allowing the Company to offer a product and brand portfolio covering 

diverse consumption occasions. In addition, the rating reflects KOF's long-term debt structure (~96.4% of total debt as of 3Q24). 

Finally, the rating maintains a positive adjustment due to the Company's positioning in the industry for all its operating regions 

as well as an adjustment given its strength regarding ESG factors.  

  

Elizabeth Martínez 
Corporates Manager 

Lead Analyst 

elizabeth.martinez@hrratings.com 

Heinz Cederborg 
Corporates / ABS Sr. Executive Director 

heinz.cederborg@hrratings.com 

mailto:elizabeth.martinez@hrratings.com
mailto:heinz.cederborg@hrratings.com


 

 

   
 

 2 

Assumptions and Results (Figures in millions of pesos) 

 

 

Historical Performance vs. Forecasting  

• Revenue Growth. The Company reported total revenues of P$267,585m for the LTM as of 3Q24, representing an 

annual growth of 10.5% and 4.2% vs. our previous estimates. This was the result of a 5.4% year-over-year increase in 

sales volume, which amounted to 4,202 million Unit Cases (vs. 3,987 MUC over the LTM as of 3Q23), and an increase 

in the average sales price in both Mexico and Central America (+6.0% YoY) as well as in South America (+4.0% YoY). 

• Higher FCF generation. KOF reported a FCF of P$33,097m, 9.7% above the P$30,182m seen over the LTM as of 

3Q23 and +14.5% vs. the P$28,905m estimated in the Base scenario. This increase was the result of higher EBITDA, 

other cash flow from income and a positive impact of the exchange rate on cash. The above offset higher working 

capital requirements, taxes, maintenance CAPEX and lease obligations. 

• Metrics strengthened despite the increase in net debt. As of 3Q24, KOF reported total debt of P$71,882m and net 

debt of P$30,388m, 8.6% and 10.0% higher than 3Q23 (vs. P$66,161m and P$27,617m). This annual variation is 

mainly due to the exchange rate valuation for U.S. dollar-denominated debt as well as higher debt drawdowns regarding 

operations in Argentina. However, the DSCR, DSCR with Cash and Years of Payment metrics were at maximum levels 

based on the curves for each metric.  

 

Future Assumptions 

• Sustained revenue growth. We estimate an 8.2% Compound Annual Growth Rate (CAGR) for 2023-2027 resulting 

from sustained volume and price growth. We expect the Company to continue covering diverse consumption occasions 

with its product and brand portfolio. Similarly, our expectation is that KOF's CAPEX spending will be in support of such 

growth over the forecast period. 

• Debt Structure. We estimate that by 2027 the Company will report a total debt of P$62,710m (vs. P$65,214m in 2023) 

and net debt of P$40,878m (vs. P$34,154m in 2024) under a base scenario. Our scenarios do not consider additional 

debt during the forecast period. This is due to expected growth in the Company's operating cash flow during the forecast 

period. 
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• Rating Metrics at Maximum Strength Levels during forecast period. We estimate that the Company would reflect 

DSCR and DSCR with Cash at the higher end of the curve for each metric (2.3x and 4.2x, respectively) given the 

sustained growth in FCF through 2027 and minimal debt service pressures. We also expect the Years of Payment 

metrics of Net Debt to FCF to remain stable, expecting that they will reach 1.3 years by 2027. 

 

Additional Factors Considered 

• Industry leadership and brand portfolio. KOF is the largest bottler of Coca-Cola products worldwide by volume 

(12.2% based on 2023 figures) and this allows it to manage a diversified portfolio of recognized brands with a solid 

market position in almost all countries and categories of operation. The rating maintains a positive adjustment for such 

positioning. 

• ESG factors. The Superior label was ratified for the three ESG factors: Environmental, Social and Governance. The 

Environmental label is based on the policies and the environmental focus used by the Company in its daily operations 

while its sustainability strategy is focused on three key areas: Water Management, Climate Action and Circular 

Economy (recycling). In terms of the Social factor, KOF's policies were evaluated with respect to employee benefits, 

career plans, and its ability to retain talent and inclusion at all levels. Finally, for Governance, this was attributable to 

the level of internal regulations, the quality of the executive team, the Board of Directors and its support committees, 

as well as the transparency and consistency of its financial information. The rating maintains a positive adjustment 

given the Company's strong positioning for these three factors.  

 

Factors that could downgrade the rating  

• Regulatory Impact. New health regulations for high-calorie products involving higher product taxes and/or greater 

restrictions could have an impact on consumption, which would, in turn, reduce the Company's profitability and cash 

flow generation. This would affect the rating if the Years of Payment levels reflected a weighted average above 6.3 

years.  

• High Commodity and Exchange Rate Volatility. If the Company were to face an economic scenario involving both 

a steep increase in sweetener and petrochemical (PET) prices and a material depreciation of its main currencies (MXN, 

BRL, COP), costs could increase thereby decreasing operating margins. The rating may be downgraded if weighted 

DSCR levels fall below 1.7x.  
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Company Profile   

Coca-Cola FEMSA, S.A.B. de C.V. (KOF or the Company) produces, sells and distributes beverages under the trademarks of 

The Coca-Cola Company (TCCC). The Company is a subsidiary of Fomento Económico Mexicano, S.A.B. de C.V. (FEMSA), 

the largest Coca-Cola beverage bottler in the world by volume, representing 12.2% of TCCC's system sales volume (figures as 

of 2023), selling approximately 4,047.8 million Unit Cases (MUC)1. The Company supplies more than two million points of sale 

through its two main divisions, Mexico-Central America (CAM2) and South America3. The Company also operates 56 bottling 

plants and 251 distribution centers.  

 

Relevant Events  

KOF 21-2L Issuance 

On September 5, 2024 (3Q24), the Company announced that it had met the sustainability performance target for that issuance, 

achieving a water use efficiency ratio of 1.36 liters per liter of beverage produced. Since this indicator was confirmed by an 

independent external auditor, the applicable interest rate will remain unchanged.  

   

Observed vs. Forecasted  

KOF's profits exceeded our estimates over the LTM to 3Q24 due to greater dynamism in both business divisions driven by a 

higher-than-expected sales volume, which closed at 4,202 MUC (+1.5% vs. 4,138 MUC in the base scenario), and a higher 

average price per unit case (P$64.5 vs. P$62.0 expected in the base scenario) due to revenue management strategies and 

exchange rate fluctuations. EBITDA was 7.1% above our baseline scenario and operating margins also expanded in line with 

our estimates due to the positive impact of lower main input prices as well as a continued focus on maximizing portfolio 

profitability through product mix.  

 

Similarly, the Company's FCF for the period was 14.5% higher than our estimates, mainly due to higher EBITDA levels and a 

positive impact of the exchange rate on cash. The Company's total debt was 3.4% above our base scenario, while net debt 

was 2.9% below our scenarios. The main deviation is due to the valuation of dollar-denominated debt linked to the estimated 

exchange rate (P$19.68 vs. P$18.70 estimated in the base scenario) as well as debt increases from Argentina's operations. 

Nevertheless, metrics were at the strongest values based on the rating curve.  

  

 
1 Equivalent to 5,678.12 milliliters (ml) of finished product (24 servings of 237 ml) and, in terms of soda fountain use, refers to the volume of powders, syrup 

and concentrate needed to produce 5,678.12 ml of finished product. 
2 Guatemala, Nicaragua, Costa Rica and Panama. 
3 Argentina, Brazil, Colombia and Uruguay. 

Rating Report  
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Figure 1. Observed vs. Forecasted (Figures in millions of pesos) 

 

 

Analysis of Results  

Total Revenue  

The Company reported total revenue of P$267,585m over the LTM as of 3Q24, reflecting annual growth of 10.5% YoY and 

4.2% compared to our previous estimates (P$256,695m). This was the result of a 4% year-over-year increase in sales volume, 

which amounted to 4,202 MUC (vs. 3,987 MUC over the LTM as of 3Q23), and an increase in the average sales price in both 

Mexico and Central America (+6.0% YoY) as well as South America (+4.0% YoY). 

 

In turn, double-digit revenue growth is mainly attributable to KOF's implementation of strategic priorities in recent periods, with 

the following being highlighted: (i) the expansion of core business, (ii) consolidation of a commercial platform preferred by 

customers, (iii) strategic mergers and acquisitions, (iv) tackling of infrastructure bottlenecks and progress in digitalization.  

  

Mexico and Central America 

This Division accounted for 60.6% of total revenue over the LTM as of 3Q24 with P$163,079m (+12.1% YoY). This was the 

result of a 5.3% increase in volume (2,486 MUC vs. 2,361 MUC over the LTM as of 3Q23) and 6.0% in the average price per 

MUC (P$65.2 vs. P$61.5 LTM average as of 3Q23). 

 

Mexico, which represents 81.9% of revenue and 85.3% of volume for this division, recorded sales of P$133,537m (+11.9% 

YoY vs. P$119,294m over the LTM as of 3Q23). Mexico's volume grew 4.6% year-over-year, closing at 2,120 MUC (vs. 2,028 

MUC). The above was achieved despite unfavorable weather conditions during 3Q24 (higher rainfall and lower temperatures 

than the previous year), which led to a 1.5% drop in volume for the quarter. Nevertheless, Mexico's profits have grown mainly 

due to the launch of the Juntos+ version 4.0 platform. The Company added ~70,000 monthly active buyers in 3Q24, bringing 

the total to 405,000. In Mexico, digital orders represent more than 40.0% of the total.  
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The Company has also used several initiatives and portfolio mixes to increase its market share in all categories operated while 

increasing per capita consumption. The Company increased sales volume by focusing on consumer consumption occasions, 

in particular multi-serve packaging and product affordability. 

 

In Central America (18.1% of revenue and 14.7% of this division's volume), sales grew 12.6% YoY (P$29,541m vs. P$26,240m) 

as a result of a 9.6% increase in sales volume (365 MUC vs. 333 MUC over the LTM as of 3Q23), driven mainly by Guatemala 

and its favorable consumption trends based on a young and growing population with consumers moving from rural to urban 

areas. Guatemalan consumers are looking for affordability and the Company has adapted its portfolio to include consumption 

occasions.  

 

South America  

This Division accounted for 39.4% of total revenue over the LTM as of 3Q24 with P$105,860m (+8.8% YoY). This was the result 

of a 5.6% increase in volume (1,717 MUC vs. 1,626 MUC over the LTM as of 3Q23) and a 4.0% increase in the average price 

per MUC (P$57.6 vs. P$55.4 LTM average as of 3Q23).  

 

Brazil (with 68.2% of revenue and 66.9% of the division's volume) showed 9.0% YoY growth in sales volume. However, despite 

year-over-year growth by volume, this was offset by the closure of operations at the Rio Grande do Sul plant (~10.0% of capacity 

in Brazil) due to floods during 2Q24. However, favorable consumption trends have mitigated this impact over the LTM. One of 

the products that has driven the country's growth is a focus on sugar-free Coca-Cola as well as the pursuit of growth strategies 

in emerging categories. 

 

With respect to other regions, in Colombia (18.8% of the division's revenue and 20.6% of its volume) sales volume grew by 

3.4% driven by a wider offering of affordable products and a greater focus on ready-to-drink non-alcoholic beverages. Sales 

volume fell in Argentina and Uruguay, 6.9% and 5.4% respectively, due to lower consumption growth.  
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Figure 2. Operating information by region (Figures in millions of pesos) 

 

 

EBITDA4 and Operating Margins 

The Company reported 96 basis points growth in gross margin, closing at 45.7% (vs. 44.7% LTM as of 3Q23 and +211bp vs. 

43.6% in the base scenario). The main raw materials comprising the cost of sales include concentrate, sweeteners and 

packaging materials (PET resin and aluminum). Under its bottling agreements, the Company must purchase concentrate from 

TCCC at a purchase price determined as a percentage of the price (net of taxes). Similarly, packaging materials, sugar and 

sweeteners (high fructose corn syrup) are denominated, or determined, based on the US dollar. This increase in gross margin 

is primarily the result of revenue growth, lower packaging costs, raw material hedging and revenue management initiatives, in 

addition to higher growth in single-serve packaging. This was partially offset by higher sweetener costs reported in all operating 

regions. 

 

Figure 3. Revenue and EBITDA for the LTM as of 3Q24 (Amounts in millions of pesos) 

 

 

KOF's EBITDA closed at P$50,014m, registering annual growth of 12.3% and 7.1% vs our estimates. The ratio of operating 

expenditure to total revenue increased to 27.0% due to higher marketing, maintenance and personnel expenses. The Company 

reported higher expenditure associated with growing market presence, higher refrigerator coverage and expanding production 

capacity in 2023. The EBITDA margin was consequently 18.7% (vs. 18.4% LTM as of 3Q23 and 18.2% in the base scenario).  

 

 
4 EBITDA does not include other income (expenses). In addition, D&A is subtracted from SG&A.  
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Free Cash Flow 

KOF reported a FCF of P$33,097m, 9.7% above the P$30,182m seen over the LTM as of 3Q23 and +14.5% vs. the P$28,905m 

estimated in the base scenario. As can be seen in Figure 4, this FCF increase was the result of higher EBITDA, other cash flow 

from income and a positive impact of the exchange rate on cash. The above offset higher working capital requirements, taxes, 

maintenance CAPEX provision and lease obligations.  

 

With respect to accounts receivable, collection days remained stable, closing at 18 days (vs. 17 days as of 3Q23). However, 

cash flow requirements increased due to higher Company operation growth levels. It is important to note that most sales are in 

cash (traditional channel) and 0 to 90 days credit (modern channel). Accounts receivable from TCCC are also recorded under 

this item since the latter participates in KOF advertising and promotional programs. 

 

Furthermore, despite higher inventory requirements regarding cash movements, inventory turnover days fell to 31 (vs. 33 LTM 

as of 3Q23). Other Assets, which include other accounts receivable, recoverable taxes and other assets (prepaid expenses), 

reflected higher requirement levels over the LTM as of 3Q24. Furthermore, as is shown in Figure 4, the Company has continued 

to use supplier financing to back growth from recent periods. Finally, higher requirements were reported in other liabilities, 

which mainly comprise other short-term payables, taxes and other liabilities.  
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Figure 4. Free Cash Flow for the LTM as of 3Q24 (Amounts in millions of pesos) 

 

 

The Company also reported higher tax payments due to higher operating profits for the LTM as of 3Q24. With respect to the 

maintenance CAPEX provision, we consider 100% of the depreciation expense reported in the Income Statement. This item 

increased in absolute terms by 10%, in line with the Company’s reported growth for its PP&E. Over the last three years the 

Company has made significant investments to: i) increase production capacity; ii) place coolers with retailers; iii) increase 

returnable bottles and cases; iv) improve efficiency in distribution infrastructure; and v) information technology. In addition, the 

Company reported lease obligations (amortization and interest) amounting to P$1,091m (vs. P$848m LTM as of 3Q23). Finally, 

the Company saw a positive impact from the exchange rate effect on cash given the conversion of foreign operations by those 

subsidiaries whose functional currency is different from their recording currency. 

 

Debt Structure  

As of 3Q24, KOF reported total debt of P$71,882m and net debt of P$30,388m, which was 8.6% and 10% higher than 3Q23 

(vs. P$66,161m and P$27,617m). This annual variation is mainly due to the exchange rate valuation (~P$5,078m) concerning 

US dollar-denominated debt as well as an increase of ~P$657m (~US$33.5m) due to new debt in Argentina.  
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Figure 5. Debt as of 3Q24 (Amounts in millions of pesos) 

 

 

The Company has a long-term debt profile (96.4% as of 3Q24) and debts in various currencies. The most important is the debt 

in Mexican pesos, which corresponds to 58.9% of total debt5, followed by Brazilian reals (21.1%) and U.S. dollars (17.7%). The 

remainder of the debt is in diverse currencies as outlined in Figure 6. 

 

Figure 6. Debt mix as of 3Q24.  

 

 

 

 

 
5 Based on public information from the Company. Includes the effect of currency swaps. 
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Derivative Financial Instruments  

The Company has a derivative instruments policy that aims to mitigate its exposure to commodity price fluctuations, achieving 

a capital structure based on the established target risk and hedging cash flow exposures in foreign currencies and interest 

rates. The Company operates three types of hedging strategies: 

 

1. Cross Currency Swaps (Exchange rate and interest rate): The Company uses foreign exchange and interest rate 

agreements to manage debt structure, exchanging U.S. dollar-denominated debt into Mexican peso-denominated debt, 

Brazilian real-denominated debt and Colombian peso-denominated debt (cash flow hedges). 

2. Forwards and Options (Purchase of foreign currencies): The Company maintains forward and option agreements 

to hedge dollar-denominated expense exposure, fixing Mexican pesos, Brazilian reals, Colombian pesos, Uruguayan 

pesos, Argentine pesos and Costa Rican colones.  

3. Futures and Forwards (Commodity prices): The Company maintains agreements to hedge fluctuations in the price 

of sugar, aluminum, paraxylene (PX) and monoethylene glycol (MEG). The latter is used in the PET container 

manufacturing process. 

 

In line with the above, and based on public information, the Company maintains a 12-month hedge of its foreign exchange (FX) 

requirements. 

 

Scenario Analysis  

HR Ratings’ risk analysis objective for KOF financial metrics and available cash is to determine payment capacity for debt 

obligations using a base scenario and a stress scenario. 

 

Base Scenario 

Total Revenue, EBITDA and Operating Margins 

We expect the Company to report total revenue of P$335,525m in 2027 (vs. P$245,088m in 2023), reflecting a CAGR for 2023-

2027 of 8.2%.  

 

This projection is based on sustained sales volume growth in all regions where KOF operates as well as continued pricing and 

portfolio composition initiatives to maximize sales mix profitability. We estimate consolidated volume of 4,717 MUCs in 2027 

(compared to 4,048 MUCs in 2023), with an average price per unit case of P$70.92 (vs. P$59.18 in 2023). In line with the 

above, we expect the Company to continue to adjust selling prices in line with inflation in most of its operating regions. 

 

Total revenues in the Mexico and Central America region are estimated to record an 8.5% CAGR between 2023 and 2027, 

driven by a steady increase in sales volume which we estimate at 2,757 MUCs in 2027, up from 2,395 MUCs in 2023. The 

launch of version 4.0 of the Juntos+ app in Mexico is expected to further increase penetration in this market. The on-premise 

channel, which includes restaurants and bars as well as other events, is also projected to represent a growth opportunity for 

the Company. Central American growth would be sustained thanks to favorable market conditions and the region's organic 

development.  
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Total revenues in South America are expected to grow at a CAGR of 9.0% during the 2023-2027 period, with a projected 

volume of 1,960 MUCs at the end of 2027 compared to 1,653 MUCs in 2023. This growth would be supported by emerging 

category development, especially in Brazil, and by strategies focused on guaranteeing affordability in other countries. In 

addition, South America will play a key role in the Company's omni-channel strategy, driven by ongoing efforts to optimize 

customer experience and service.  

 

Figure 7. Revenue and EBITDA, Base scenario (Figures in millions of pesos) 

 

 

In terms of EBITDA, we estimate the Company will report EBITDA of P$63,743m in 2027, reflecting an 8.9% CAGR for 2023-

2027. This would be the result of stable price expectations for the Company's main inputs and efficiency strategies for the use 

of water and electricity as well as the ongoing implementation of technologies to optimize materials management and automate 

production. We also expect that raw material hedging strategies will allow the Company to maintain a stable cost structure 

without material impacts. Finally, we estimate that continued revenue management initiatives and favorable portfolio pricing 

mix effects will allow gross margin to reflect an average of 45.7% by 2024-2027 (vs. 45.2% in 2023).  

 

As for Operating Expenditure, we anticipate this will remain at a constant level of approximately ~27% of total revenue. This 

reflects expenditures associated with ongoing implementation of the omni-channel strategy as a whole. However, given the 

expected increase in revenue and sales volumes, we expect the Company to achieve higher operating leverage, which will 

allow it to improve its operating margins. In addition, we expect the Company to continue to implement savings and operating 

efficiency strategies throughout the projection period and as a result achieve an average EBITDA margin of 18.8% for 2024-

2027 (vs. 18.5% in 2023).  

 

Free Cash Flow 

We estimate that the Company will report P$31,843m in 2027 (vs. P$27,318m in 2023) using a base scenario. As seen in 

Figure 8, EBITDA growth will be driven by significant improvements in the aforementioned operating profits. However, we 

believe this will be partially offset by negative working capital during 2024-2027 due to KOF's expected organic growth.  
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In addition, we anticipate that the requirements of core working capital in terms of accounts receivable and inventories will 

follow the same trend as revenue and expenses, respectively. Furthermore, we expect that supplier financing will be used to 

support EBITDA generation. We expect Other Assets and Other Liabilities accounts to perform in line with expected operating 

growth at the total revenue level. 

 

With respect to the payment of taxes, we consider a 30.0% income tax rate in Mexico. Going forward, we expect this item to 

increase mainly due to higher growth in the Company's operating profits. Similarly, we estimate stable lease obligations for the 

forecast period, averaging P$1,060m for 2024-2027. Finally, CAPEX maintenance provisions will be kept as a 100% 

assumption of the depreciation expense reported in the Income Statement, which is expected to increase going forward as a 

result of higher investment by the Company in forthcoming years.  

 

Figure 8. Free Cash Flow, Base Scenario (Amounts in millions of Mexican pesos) 

 

 

Debt Structure  

With respect to debt levels, we estimate that the Company will report total debt of P$62,710m in 2027 (vs. P$65,214m in 2023) 

and Net Debt of P$40,878m (vs. P$34,154m in 2023) using a Base scenario. Regarding the debt maturity profile, we expect 

the Company to cover such maturities based on the debt maturity schedule reported as of 3Q24 without incurring additional 

debt during 4Q24-4Q27. This would result in negative net debt for 2025-2027, as shown in Figure 9.  

 

In line with the above, our scenarios include the weighted debt rate dropping from 5.6% at the end of 2024 to 4.7% in 2027, 

with an average of 5.5% for 2024-2027, reflecting the gradual drop expected in benchmark rates over the next few years.  
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Figure 9. Evolution of Net Debt, Base scenario (Amounts in millions of pesos) 

 

 

As can be seen in Figure 9, we expect cash levels to be affected by CAPEX expenditures principally focused on reinforcing 

infrastructure, in particular increasing manufacturing and distribution capacity, as well as acquiring returnable bottles and crates, 

investing in information technology and acquiring assets to increase market presence. Such capital expenditures are expected 

to range between 8.0% and 9.0% of total revenue. The Company estimates that approximately 37% of the investments forecast 

for 2024 would be allocated to Mexico.  

 

In addition, we estimate average dividend payments of P$14,579m during the forecast period, which would increase towards 

2027 in line with expected growth in the Company's operating profits.  

 

In this context, and based on expected FCF generation, we anticipate average DSCR and DSCR with Cash of 7.2x and 14.4x 

for 2024-2027. Similarly, we expect the Years of Payment of Net Debt to FCF Ratio to be 1.3 years by 2027 (vs. 1.3 years in 

2023). It is important to point out that we expect all metrics to be at maximum strength values for each curve throughout the 

entire forecast period.  

 

Stress Scenario 

The HR Ratings stress scenario considers an unfavorable environment for the Company in which it fails to reach operating 

levels estimated for the next few years. Furthermore, greater pressure is expected on margins and the different metrics 

considered by HR Ratings. 

 

• The cumulative weighted difference vs the base scenario remains at -7.8%. This is the result of lower sales volume in 

the two operating regions as we estimate a consolidated volume of 4,210 MUCs in 2027 (vs. 4,717 in the base scenario). 

In addition, a smaller increase in the average price per unit case sold is expected in a low economic growth and low 

inflation scenario. 
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• In the stress scenario, a weighted cumulative difference in EBITDA with respect to the base scenario of 28.0% is 

estimated due to falling operating profit. As for the EBITDA margin, we expect weighted average levels of 14.6% for 

2024-2027 (vs. 18.7% in the base scenario) resulting from higher expenditure due to lower operating efficiencies. The 

Company is also expected to increase the cost of sales due to higher prices for its main raw materials, such as a steeper 

increase in the price of concentrate, sweeteners and PET.  

• We expect the Company to report levels of P$22,898m in terms of FCF generation by 2027, reflecting a cumulative 

weighted difference of 32.4% with respect to the base scenario.  

• We expect the Company to close 2027 with total debt and net debt levels of P$71,638m and P$58,987m (vs. P$62,710m 

and P$40,878m in the base scenario). Due to lower operating profits, we expect that the Company will have to refinance 

debt maturities during the projection period, as compared to the base scenario where only debt maturities are covered 

by the Company's operating cash flow.  

• As a result of lower FCF, we anticipate the weighted average DSCR and DSCR with Cash will be 5.2x and 11.8x, 

respectively, using this scenario. Such levels will still be the highest for each rating metric curve. Similarly, we expect 

the Years of Payment of Net Debt to FCF Ratio to worsen, closing at 2.6 years by 2027 (vs. 1.3 years in the base 

scenario). 

 

ESG Evaluation  

The purpose of this assessment is to incorporate the impact of environmental, social and governance (ESG) factors on the 

Company's credit quality in the credit rating. 

 

Environmental Factor: Superior 

 

Corporate Policies and Environmental Approach 

a) Emissions Reduction Initiative. KOF became the first company in Mexico and the third in Latin America to be 

approved by the Science Based Targets (SBT) initiative in 2020 due to its efforts to reduce greenhouse gas emissions. 

Its goals include achieving 100% renewable energy use by 2030, reducing scope one and two emissions by 50%, and 

reducing emissions across its value chain by 20%. By the end of 2023, KOF had increased the use of renewable energy 

in its operations from 66% to 77%, reaffirming its goal of reaching 100% by 2030. Similarly, 100% of Green Bond net 

proceeds were allocated to eligible projects based on the applicable Reference Framework by the end of 2023.  

b) Savings and Responsible Water Consumption. KOF aims to return more water to the environment than it uses in 

its operations and bottling processes in three ways: (i) Increasing water use efficiency at its plants, (ii) Improving access 

to drinking water and sanitation in communities, and (iii) Replacing water wells. The Company issued sustainability-

linked bonds in 2021 to allocate P$9,400m to water protection and was committed to achieving a water use ratio of 

1.26 liters by 2026 based on the applicable Benchmarking Framework. In 2023, the water efficiency ratio was 1.42 

liters of water per liter of beverage produced, compared to 1.46 in 2022 and 1.47 in 2021. On September 5, 2024 

(3Q24), the Company announced that it had met the sustainability performance target for that issuance, achieving a 

water use efficiency ratio of 1.36 liters per liter of beverage produced. Since this indicator was confirmed by an 

independent external verifier, the applicable interest rate will remain unchanged. 
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c) Circular Economy. The circular economy is a key pillar for recovering bottles distributed as part of its supply chain, 

conserving and recycling used PET for new bottle production.  

- Packaging reduction: PET bottles are constantly redesigned to minimize the material used and ensure they 

are recyclable. 

- Industrial waste management: The Company's goal is to recycle 100% of post-industrial waste generated 

at its bottling plants by 2025. By the end of 2023, 98% of plants had already met this target.  

 

Social Factor: Superior 

 

Human Capital Policies 

a) Safety Performance. Safety for both employees at the plant and in the field is a Company priority and for this reason 

it has designed a comprehensive plan aimed at reducing its Lost Time Incident Rate.  

 

- Talent and Capacity Development. The objective is to create a skilled team using simulators as a training 

plan for drivers. 

- Infrastructure, Technology and Digitalization. By integrating technology at plants, the company aims to 

analyze and predict possible accidents and failures. 

 

b) Training and Recognition. The Company has been recognized for its commitment to talent, creation of inclusive 

workspaces, promotion of learning and development and for its focus on personnel retention. By 2023, the Company 

reported an average of 25 hours of training per employee. 

c) Inclusion and Diversity. Talks were given at the Inclusion and Diversity Forum to raise awareness of the importance 

of various social issues so that employees can play a key role in creating an environment of greater respect throughout 

the organization. 

d) Social Development. The strategy focuses on promoting the well-being and quality of life of employees in five ways: 

 

a. Health. Promoting physical and biopsychosocial health. 

b. Social Relations. Promoting satisfactory relationships through volunteer activities. 

c. Economy. Promoting asset protection and savings generation through a culture of financial intelligence. 

d. Education. Promoting participation in programs and training to improve employees' knowledge and skills. 

e. Employment. Promoting positive work experiences by creating workspaces. 
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Social Business Approach 

 

a) Healthy Living. Focused on improving preventive health, sports and family integration by supporting community health 

programs. 

b) Support to Communities in Need. Together with FEMSA Foundation, the company has created and supported 

different programs in the countries where it operates to improve the lifestyle and quality of life of communities where it 

maintains a presence and thereby play a significant role in developing and supporting different community needs. 

c) Economic Development. The Company uses some of the proceeds of its issuance to promote the development and 

growth of micro, small and medium-sized enterprises (MSMEs) with a special focus on microenterprises in order to 

help them face the costs of incorporation as well as other practices to improve their working conditions. 

d) Social and Sustainability Bonds. In 2022, the Company issued P$6,000m in bonds to promote social and economic 

development and support vulnerable groups, offer entrepreneurship solutions, and provide financial solutions for store 

owners, among others. In 2023, 100% of Sustainable Bond resources were allocated as follows: 75% for microcredits, 

5% in human resources and 20% in social license. 

 

Governance Factor: Superior 

 

Internal Regulations and Integrity Policies.  

a) Corporate Practices Code. KOF is governed by the aforementioned Code which defines the required training and 

experience procedure for Board members to facilitate Strategic Planning.  

b) Code of Ethics. The Company is also governed by a Code of Ethics which establishes guidelines on principles of 

conduct as well as the Company's philosophy concerning the decision-making process for all members of the 

organization. 

c) Corporate Policies. In order to ensure the existence of ideological support for strategy creation and decision making, 

the Company has several policies on the following topics: Human and Labor Rights, Sustainability, the Environment, 

Community Engagement and Anti-Corruption. 

 

Quality of Administration and Senior Managemen 

a) Board. The Board is led by José Antonio Fernández and is comprised of nine members, of which 50% (nine members) 

are independent. 

b) Support Committees. KOF has three committees that oversee and ensure best practices within the Company: 

Finance and Planning, Auditing and Corporate Practices. 
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Figure 10. Main Sustainability Goals, Annual Report 2023  
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Base Scenario: Balance Sheet (Figures in millions of pesos) 
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Base Scenario: Income Statement (Figures in millions of Mexican pesos) 
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Base Scenario: Cash Flow (Figures in millions of pesos) 
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Stress Scenario: Balance Sheet (Figures in millions of pesos) 
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Stress Scenario: Income Statement (Figures in millions of Mexican pesos) 
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Stress Scenario: Cash Flow Statement (Figures in millions of pesos) 
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Glossary 

Free Cash Flow (FCF). Is defined as cash flow from operating activities plus working capital requirements less a provision for 

maintenance capex plus dividends received, if any, less paid taxes and less charges for leasing contracts, including both 

amortization and interest. The calculation may include a Special Adjustment consideration if certain components of the listed 

accounts are regarded as not being appropriate for the measure (e.g., nonrecurrent, non-operational in nature.). The measure 

is based on a calendar year basis. 

 

Debt Service Coverage Ratio (DSCR). Is defined as FCF divided by Debt Service. Debt Service for the purpose of this metric 

is defined as net cash interest expense (interest expense less interest income) plus obligatory debt amortization. Pre-payments 

are excluded as are payments from Excess Cash Flow Sweep (ECFS) covenants. Certain refinancing of debt may also be 

excluded from the debt service calculation. Capitalized interest from credit agreements originally contemplating such interest is 

also excluded. Capitalized interest from forced debt restructuring will not be excluded. Debt service is measured on calendar 

year basis. 

 

DSCR with Cash. This is the same as the previous metric with the exception that cash at the end of the previous calendar year 

is added to FCF, as is any cash reserved exclusively for the debt being rated. 

 

Years of Payment is defined as net debt divided by FCF. 

 

Marketable Assets to Liabilities Coefficient. This measures HR Ratings’ estimate of the market value of the rated entity’s 

assets to the book value of its liabilities. Goodwill that is the result of LBO operations is given a zero value. Other goodwill is 

based on HR Ratings estimates. 

 

These metrics have the following weights in the determination of our quantitative preliminary rating:   

 

Metric Weights 

DSCR                    20% 

DSCR with cash    20% 

Yrs. of PMT.          40% 

MALC                    20% 

 

The rating period for this report consists of five calendar year periods, consisting of two historical and three projected periods. 

The periods are defined as follows with their respective weights.  

 

Period Weights 

t-1: 2023     13% 

t0: 2024      17% 

t1: 2025      35% 
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t2: 2026      20% 

t3: 2027      15% 

 

Majority Amortization is defined as an entity with medium-term loans, possibly with insignificant regular amortizations, and a 

large remaining balance payment at the end of the loan period, commonly known as bullet or balloon loans. 

 

HR Ratings elaborates two forecast scenarios: Base and Stress. For rating purposes each full scenario includes the same two 

historical periods as well as their respective forecast scenarios. The Base scenario is weighted at 65% and the Stress at 35%. 
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Supplementary information in compliance with section V, paragraph A), of Annex 1 of the  

General Provisions Applicable to Security Rating Agencies 

Methodologies used for the analysis*  
 

Corporate Debt Credit Risk Evaluation, February 2024 

Previous rating KOF LT: HR AAA | Stable Outlook 
KOF ST: HR+1 
KOF 21L: HR AAA | Stable Outlook 
KOF 21-2L: HR AAA | Stable Outlook 
  

Date of last rating action  November 29, 2023 

Period covered by the financial information used by HR Ratings to issue this 
rating. 

1Q22-3Q24 
 

List of sources of information used, including information provided by third 
parties. 
 

Internal quarterly information and information audited by EY for 
2022-2023  

Ratings issued by other rating agencies that were used by HR Ratings (if 
any) 
 

n.a. 

For the issuance or follow up on this rating, HR Ratings considered 
mechanisms to align incentives between the originator, servicer and 
guarantor and the potential purchasers of such securities (if any). 
 

n.a. 

Ratings for these securities issued by other rating agencies (if any) n.a. 

*For further information regarding this methodology(ies), please visit  https://hrratings.com/methodology/  

** HR Ratings de México, S.A. de C.V. (“HR Ratings”), is an credit rating agency authorized by the National Banking and Securities Commission(CNBV) and registered by the Securities and Exchange 

Commission (SEC) as a Nationally Recognized Statistical Rating Organization (NRSRO) for the assets of public finance, corporates and financial institutions as described in section 3 (a) (62) (A) 

and (B) subsection (i), (iii) and (v) of the US Securities Exchange Act of 1934 and certified as a Credit Rating Agency (CRA) by the European Securities and Markets Authority (ESMA) and the 

Financial Conduct Authority (FCA).  

The rating was solicited by the entity or issuer, or on its behalf, and therefore, HR Ratings has received the corresponding fees for the rating services provided. The following information can be 

found on our website at www.hrratings.com: (i) The internal procedures for the monitoring and surveillance of our ratings and the periodicity with which they are formally updated, (ii) the criteria 

used by HR Ratings for the withdrawal or suspension of the maintenance of a rating, (iii) the procedure and process of voting on our Analysis Committee, and (iv) the rating scales and their 

definitions.  

The ratings and/or opinions of HR Ratings de México S.A. de C.V. (HR Ratings) are opinions regarding the credit quality and/or the asset management capacity, or relative to the performance of the 

tasks aimed at the fulfillment of the corporate purpose, by issuing companies and other entities or sectors, and are based on exclusively in the characteristics of the entity, issue and/or operation, 

regardless of any business activity between HR Ratings and the entity or issuer. The ratings and/or opinions granted are issued on behalf of HR Ratings and not of its management or technical 

personnel and do not constitute recommendations to buy, sell or maintain any instrument, or to carry out any type of business, investment or operation, and may be subject to updates at any time, 

in accordance with the rating methodologies of HR Ratings.  

HR Ratings bases its ratings and/or opinions on information obtained from sources that are believed to be accurate and reliable. HR Ratings, however, does not validate, guarantee or certify the 

accuracy, correctness or completeness of any information and is not responsible for any errors or omissions or for results obtained from the use of such information. Most issuers of debt securities 

rated by HR Ratings have paid a fee for the credit rating based on the amount and type of debt issued. The degree of creditworthiness of an issue or issuer, opinions regarding asset manager 

quality or ratings related to an entity’s performance of its business purpose are subject to change, which can produce a rating upgrade or downgrade, without implying any responsibility for HR 

Ratings. The ratings issued by HR Ratings are assigned in an ethical manner, in accordance with healthy market practices and in compliance with applicable regulations found on the 

www.hrratings.com rating agency webpage. HR Ratings’ Code of Conduct, rating methodologies, rating criteria and current ratings can also be found on the website. 

Ratings and/or opinions assigned by HR Ratings are based on an analysis of the creditworthiness of an entity, issue or issuer, and do not necessarily imply a statistical likelihood of default, HR 

Ratings defines as the inability or unwillingness to satisfy the contractually stipulated payment terms of an obligation, such that creditors and/or bondholders are forced to take action in order to 

recover their investment or to restructure the debt due to a situation of stress faced by the debtor. Without disregard to the aforementioned point, in order to validate our ratings, our methodologies 

consider stress scenarios as a complement to the analysis derived from a base case scenario. The fees HR Ratings receives from issuers generally range from US$1,000 to $1,000,000 (one million 

dollars, legal tender in the United States of America) (or the equivalent in another currency) per offering. In some cases, HR Ratings will rate all or some of a particular issuer’s offerings for an 

annual fee. Annual fees are estimated to vary between $5,000 and US$2,000,000 (five thousand to two million dollars, legal tender in the United States of America) (or the equivalent in another 

currency). 

Media Contact 
comunicaciones@hrratings.com 
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