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Brazil Retail Sector Riding the Wave of
Middle Class Growth

Consumer credit fuels retail sector growth
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Even in the late 1990s, Brazil was just like any other emerging economy,

characterized by extremes of wealth and abject poverty with no social class dividing

the bridge between. A decade and more down the line, the effervescence in the

middle cannot be missed. Yes, the great Brazilian middle class - defined as those iShares Fixed Income ETFs
who earn between $690 and $2,970 a month - has arrived and is here to stay. If Al Iy
Brazil has made a name in the global retail sector, it had better thank these late

comers, empowered with good purchasing power and access to credit.
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president Lula da Silva after he

took over in 2003 also ensured Make one decision that's favorable,

that in addition to benefiting from liberal handouts, low-income families also received i : : ; !
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their lives. The scorching growth of the domestic retail sector over the course of ITSE’lf fDrB‘Jer.
the last decade or so, triggered by the emerging middle class, also has something to
do with the country’s demographics. Economists have pointed out that about 80%
of Brazil's population of 190 million lives in urban areas.
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Fast Facts

e Brazil is the fifth largest country in the world and the largest Latin American

economy.
. ) . I - 1
e The Economist Intelligence Unit had forecasted that Brazil will overtake the Most Popular
U.K. to become the sixth-largest economy in 2011. Social Security and Medicare: Proper Planning Pays Off Big
e Brazil is the biggest exporter of iron ore and the largest exporter of meat, A Time to Take Stock in Your Bonds

coffee, and chicken.

Whan Rarina Te Rasutifuls A | aw_\alatilihg CHratany

Web2

converted by Web2PDFConvert.com



http://www.morningstar.com/earnings/
http://www.morningstar.com/topics/stocks/walgreen-company.htm
http://www.morningstar.com/topics/stocks/buffalo-wild-wings.htm
http://www.morningstar.com/topics/stocks/map-pharmaceuticals.htm
http://www.morningstar.com/topics/stocks/opnext.htm
http://www.morningstar.com/topics/companies/jarden.htm
http://www.morningstar.com/topics/chief-executive.htm
http://www.morningstar.com/topics/finance/economists/ben-bernanke.htm
http://www.morningstar.com/topics/finance/banks/central-bank.htm
http://www.morningstar.com
javascript:HeaderBox.trySubmit();
javascript:srchTerm('search')
http://links.industrybrains.com/click?sid=363&scid=13667&rqctid=4201&pos=1&lid=715091&cid=155476&pr=2&tstamp=20120327095326&iip=50.22.252.242&ltype=JSCR&lname=18&url=http://FisherInvestments.click-url.com/INV/go/364693059/direct/01/
http://shlinks.industrybrains.com/sh?sid=363&a=a780cc91cf426d7be47ee6ade91476412e87d3296a8a94cb5cfaebf73fc2996f
http://ads.morningstar.com/RealMedia/ads/click_lx.ads/www.morningstar.com/perspectives/L19/574492954/x79/default/empty.gif/4d686238386b3978786c594142546e63
http://corporate.morningstar.com/US/asp/home.aspx?xmlfile=202.xml&pgid=hetopcompsite
http://members.morningstar.com/marketing/Article/ArticleLanding2.htm
https://members.morningstar.com/memberservice/login.aspx
http://ads.morningstar.com/RealMedia/ads/click_lx.ads/www.morningstar.com/perspectives/L19/1287213005/x30/Morningstar/Morningstar_x30_ROS_freeUse_2012/268835/4d686238386b3978786c594142546e63
http://members.morningstar.com/memberstpages/membership.htm
http://www.morningstar.com
http://portfolio.morningstar.com/RtPort/Reg/AllView.aspx
http://www.morningstar.com/Cover/Stocks.html
http://www.morningstar.com/Cover/Bonds.aspx
http://www.morningstar.com/Cover/Funds.aspx
http://www.morningstar.com/Cover/ETFs.aspx
http://www.morningstar.com/Cover/CEF-Closed-End-Funds.aspx
http://www.morningstar.com/Cover/Markets.html
http://www.morningstar.com/Cover/Tools.html
http://www.morningstar.com/Cover/PersonalFinance.html
http://socialize.morningstar.com/newsocialize/asp/coverpage.asp
http://www.morningstar.com/articles/collection/10000-perspectives.aspx
http://www.thomaswhite.com
http://news.morningstar.com/articlenet/HtmlTemplate/PrintArticle.htm?time=165437394
http://addthis.com/bookmark.php?v=250&username=sharemorningstar
http://news.morningstar.com/rss/rss.html
http://www.morningstar.com/articles/perspectives-author/466-thomas-white-international.aspx
http://www.thomaswhite.com
http://www.morningstar.com/articles/perspectives-author/466-thomas-white-international.aspx
http://quote.morningstar.com/Quote/Quote.aspx?ticker=BAC&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=BAC
http://quote.morningstar.com/Quote/Quote.aspx?ticker=ARNA&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=ARNA
http://quote.morningstar.com/Quote/Quote.aspx?ticker=CSCO&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=CSCO
http://quote.morningstar.com/Quote/Quote.aspx?ticker=HTS&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=HTS
http://quote.morningstar.com/Quote/Quote.aspx?ticker=GE&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=GE
http://quote.morningstar.com/Quote/Quote.aspx?ticker=JPM&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=JPM
http://quote.morningstar.com/Quote/Quote.aspx?ticker=PFE&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=PFE
http://quote.morningstar.com/Quote/Quote.aspx?ticker=MS&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=MS
http://quote.morningstar.com/Quote/Quote.aspx?ticker=F&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=F
http://quote.morningstar.com/Quote/Quote.aspx?ticker=SIRI&region=USA
http://quicktake.morningstar.com/stocknet/MorningstarAnalysis.aspx?Country=USA&Symbol=SIRI
http://ads.morningstar.com/RealMedia/ads/click_lx.ads/www.morningstar.com/perspectives/L19/901048494/x48/Morningstar/mbr_mkarticletemplate_x48/258954/4d686238386b3978786c594142546e63
http://news.morningstar.com/articlenet/article.aspx?id=537879
http://news.morningstar.com/articlenet/article.aspx?id=537040
http://news.morningstar.com/articlenet/article.aspx?id=537541
http://www.web2pdfconvert.com?ref=PDF
http://www.web2pdfconvert.com?ref=PDF

e Brazil is the fifth most populated country in the world

e Over the last two decades, thanks largely to welfare schemes launched by the

government, the poverty rate has halved in Brazil.

e Income equality in the country has also fallen sharply, declining on average by

1.2% a year.

e The Brazilian retail market is worth about $230 billion.

e More than 30 million Brazilians have risen out of poverty since 2003 to create
a new middle class.

o Demographics also favor the growth of the consumer-oriented sectors of the
economy. About 80% of the country’s 190 million population lives in urban
areas.

Hyperinflation and its aftermath
By the mid-1990s, international retailers woke up to the fact that developed
markets had reached a point of saturation and offered little scope for further

expansion. Quite naturally, their eyes fell on the newly emerging markets, especially

those Eastern European nations that had come out from behind the Iron Curtain
around the same time. Despite the shift in the retailers’ mindset during the decade,
due to a number of economic issues Latin America did not figure on their radar

screens until toward the end of the 1990s.To begin with, South American markets as

a whole were characterized by economic instability. High levels of public debt and
hyperinflation were the hallmarks of many Latin American economies and Brazil was
no exception. To put things in perspective, inflation in Brazil had touched a mind-

boggling 5000% in 1994. This daunting inflation scenario worked to the detriment of

both consumers and retailers alike. If buyers were forced to make purchases soon
after they received salaries for fear of losing the real value of their money, retailers

too had to revise their price lists frequently. To sum up, the economic situation was

not encouraging for retailers as they tried to gain a toehold in the domestic sector.
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