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Daniela Bretthauer joined HSBC in March 2023 as a Senior Analyst to
cover the retail sector in the Americas.

Daniela’s professional experience includes more than 20 years of
working as a sell-side analyst at leading banks and she has also worked
for 10 years as director of investor relations for Brazil's largest retailers.

Daniela worked on more than 20 IPOs, including some of Brazil's largest
and most popular brands and retail chains.

Daniela has a degree in economics from lowa State University (which
she represented as an elite gymnast) and a master’s in finance from
Fundacao Getulio Vargas (FGV) in Brazil.



Reshaping US Retail:
The offline-to-online (020) transformation

v' Global pandemic accelerated the digital transformation strategies of retailers

v' A well-developed offline-to-online (020) strategy will be key to maintain and attract

new customers

v Data collection, analytics, online advertising, Al and smatrt fulfilment are all

strategies that can help retailers drive sales and gain market share

v" High inflation, especially in food, forced consumers to spend more dollars on

groceries and squeezed household budgets

v' Consumers want more convenience, personalization, but still want to be emotionally

connected.
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Snapshot: US retail
B0 27% USD1trn USD7trn

Redal sales as % of otal Online US sales in 20238 Tatal US retail sales in 20238
GDP in 2022

The US retail sector is large and fragmented ...
Top 10 US retailers, ranked by total US sales joffine and online, 2022)

15.9%

3. AMADON.Com

3.9%

9. Lowea's 10. Albertsons
Companias Companias

... and a well-developed offline-to-online approach is key to market share

Tatal retail e-commerce sales share (2022)

55.8%

AMATON_GOM Walmart All ather e-commence share of sales




Reshaping US Retail:

The offline-to-online (020) transformation

We expect online purchases (ON) to continue to be the main driver of
US retall sales and increase at a faster pace than offline sales (OFF).

Total retail e-commence sales share [2022)
AT A%

ASTIAR N SOMm Walmart

55E%:

All athar e-commerce share of aales

In-store purchases are still dominant, but online sales are gaining share
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W Debit card

H Cash

Fonte: Worldpay Global Payments Report 2023 and HSBC



Vendas no varejo total e online em relacao ao PIB 2015-2025
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Fonte: Insider Intelligence and HSBC
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Brasil evolucao das vendas no varejo ON e OFF

2017- 2028e (USDbn)
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Fonte: Insider Intelligence and HSBC
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Evolucao vendas online 2018-2028e (USDbn)

120

100
80
60
40

20 18

57
39
23
0 . I

2018 2019 2020 2021 2022 2023 2024e 2025¢ 2026e 2027e 2028e

Fonte: Insider Intelligence and HSBC
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Evolucao das vendas por categoria Brasil

Brazil retail E-commerce sales, by product category (USDbn)

250 22.9
20.0
15.0
10.0
5.0
0.0

Apparel footwear &  Auto & parts Computer & Food & beverage Furniture & home  Health personal ~ Other categories
accessories consumer furnishings care & beauty
electronics

m2018 w2023

Fonte: Insider Intelligence and HSBC. Other categories include toys, books, music, video, home improvement and tools, garden
equipment, building materials, auto fuel, and other items such as flowers, cards, photos, luggage, and cigarettes.
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Vendas e-com na Am Latina — 2018 a 2028e (USDbn)
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Fonte: Insider Intelligence and HSBC
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Participacao do e-com por pais na Am Latina (2018 — 2023)
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The following analyst(s), economist(s), or strategist(s) who is(are) primarily responsible for this report, including any analyst(s) whose name(s) appear(s) as
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Important disclosures

Equities: Stock ratings and basis for financial analysis

HSBC and its affiliates, including the issuer of this report (“HSBC”) believes an investor's decision to buy or sell a stock should depend on individual
circumstances such as the investor's existing holdings, risk tolerance and other considerations and that investors utilise various disciplines and investment
horizons when making investment decisions. Ratings should not be used or relied on in isolation as investment advice. Different securities firms use a variety
of ratings terms as well as different rating systems to describe their recommendations and therefore investors should carefully read the definitions of the ratings
used in each research report. Further, investors should carefully read the entire research report and not infer its contents from the rating because research
reports contain more complete information concerning the analysts' views and the basis for the rating.

From 23rd March 2015 HSBC has assigned ratings on the following basis:

The target price is based on the analyst's assessment of the stock’s actual current value, although we expect it to take six to 12 months for the market price to
reflect this. When the target price is more than 20% above the current share price, the stock will be classified as a Buy; when it is between 5% and 20% above
the current share price, the stock may be classified as a Buy or a Hold; when it is between 5% below and 5% above the current share price, the stock will be
classified as a Hold; when it is between 5% and 20% below the current share price, the stock may be classified as a Hold or a Reduce; and when it is more
than 20% below the current share price, the stock will be classified as a Reduce.

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation or resumption of coverage, change in target price or estimates).



Upside/Downside is the percentage difference between the target price and the share price.

Prior to this date, HSBC’s rating structure was applied on the following basis:

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate, regional market established by
our strategy team. The target price for a stock represented the value the analyst expected the stock to reach over our performance horizon. The performance
horizon was 12 months. For a stock to be classified as Overweight, the potential return, which equals the percentage difference between the current share
price and the target price, including the forecast dividend yield when indicated, had to exceed the required return by at least 5 percentage points over the
succeeding 12 months (or 10 percentage points for a stock classified as Volatile*). For a stock to be classified as Underweight, the stock was expected to
underperform its required return by at least 5 percentage points over the succeeding 12 months (or 10 percentage points for a stock classified as Volatile*).
Stocks between these bands were classified as Neutral.

*A stock was classified as volatile if its historical volatility had exceeded 40%, if the stock had been listed for less than 12 months (unless it was in an industry
or sector where volatility is low) or if the analyst expected significant volatility. However, stocks which we did not consider volatile may in fact also have
behaved in such a way. Historical volatility was defined as the past month's average of the daily 365-day moving average volatilities. In order to avoid
misleadingly frequent changes in rating, however, volatility had to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to
change.

Rating distribution for long-term investment opportunities

As of 30 June 2024, the distribution of all independent ratings published by HSBC is as follows:

Buy 56% (14% of these provided with Investment Banking Services in the past 12 months)
Hold 38% (15% of these provided with Investment Banking Services in the past 12 months)
Sell 7% (10% of these provided with Investment Banking Services in the past 12 months)

For the purposes of the distribution above the following mapping structure is used during the transition from the previous to current rating models: under our
previous model, Overweight = Buy, Neutral = Hold and Underweight = Sell; under our current model Buy = Buy, Hold = Hold and Reduce = Sell. For rating
definitions under both models, please see “Stock ratings and basis for financial analysis” above.

For the distribution of non-independent ratings published by HSBC, please see the disclosure page available at http://www.hsbcnet.com/gbm/financial-
regulation/investment-recommendations-disclosures.
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Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking, sales & trading, and principal
trading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Non-U.S. analysts may not be associated persons of HSBC Securities (USA) Inc, and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242
restrictions on communications with the subject company, public appearances and trading securities held by the analysts.

Economic sanctions laws imposed by certain jurisdictions such as the US, the EU, the UK, and others, may prohibit persons subject to those laws from making
certain types of investments, including by transacting or dealing in securities of particular issuers, sectors, or regions. This report does not constitute advice in
relation to any such laws and should not be construed as an inducement to transact in securities in breach of such laws.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company available at
www.hsbcnet.com/research. HSBC Private Banking clients should contact their Relationship Manager for queries regarding other research reports. In order to
find out more about the proprietary models used to produce this report, please contact the authoring analyst.
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