Tequila at a crossroads: navigating supply challenges and market shifts
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The tequila category is currently experiencing significant fluctuations that have both immediate and long-term implications for brands within the industry. Driven by factors such as premiumisation, celebrity endorsements, and heightened global interest, tequila's rapid rise in popularity has led to its position as a key player in the spirits market. However, supply volatility, market saturation, and shifting consumer preferences indicate a potential inflection point for this dynamic sector.
Agave Supply Challenges
The relentless demand for tequila has resulted in dramatic swings in agave pricing, a critical component in its production. Over the past decade, agave prices fluctuated significantly, exacerbated by a cycle of oversupply and shortage. In the late 2010s, the soaring popularity of tequila led to a notable shortage of agave, which saw prices peak at 35 pesos per kilo. This surge incentivised farmers to overplant, resulting in an oversupply as crops matured simultaneously. The result has been a sharp drop in prices, leaving many farmers struggling to achieve profitability. ISWR and Grand View Research highlight the precarious situation for these producers, who must now navigate a landscape marked by uncertainty regarding consistent agave quality and availability. While some major brands have begun investing in long-term supply chain solutions, the broader industry remains susceptible to cyclical challenges.
Market Saturation and Evolution of Consumer Preferences
The tequila market is becoming increasingly crowded, with a proliferation of brands—many of which are celebrity-backed—intensifying competition within the sector. Despite the continued strength of premium and super-premium segments, early indicators suggest a possible slowdown. Data from IWSR indicates that tequila volumes in the US fell by 1% in early 2024, with the ultra-premium category experiencing an 8% decline. This decline highlights the need for brands to be proactive in addressing potential shifts in consumer behaviour.
Traditionally strong in North America, producers are now eyeing European and Asian markets for growth opportunities. However, these regions have not yet matched the United States' enthusiasm for tequila, raising questions about the sustainability of global demand in the near term.
Sustainability Concerns
Beyond market challenges, the tequila industry faces increasing scrutiny regarding sustainability. The rapid expansion of production has placed strain on agave cultivation and has raised concerns about deforestation and its effects on local ecosystems in Jalisco, Mexico. While some producers are making strides toward implementing sustainable practices, the balance between maintaining environmental responsibility and meeting growing market demand remains delicate. Furthermore, today’s informed consumers are increasingly seeking transparency and ethical sourcing assurances, putting additional pressure on brands to comply.
A Crossroads for Tequila
While the tequila category is not in decline, it appears to be approaching a pivotal juncture. The explosive growth experienced in recent years may be transitioning into a more mature phase, prompting brands to refine their strategies. This includes moving beyond reliance on celebrity endorsements to prioritise quality, sustainability, and exploration of international market avenues.
Given the ongoing instability in supply chains and the shifting landscape of consumer preferences, the tequila industry must navigate its future with caution. Companies that adapt to these challenges while focusing on core principles of quality and responsible sourcing are likely to maintain their stature in an increasingly competitive global spirits market.
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