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Payments and E-commerce Report
Central and South America

Gain expertise and get granular insights on e-commerce in Central and
South America: consumer demographics, payment preferences, cross-
border shopping stats and more.



Dear reader,

As e-commerce confinues to grow, it injects new dynamism into our
economies and gives people - who wouldn’t otherwise have it - access to
goods and services that improve their lives.

At PPRO, were proud o help make possible the payments revolutfion that
underpins the explosive growth of the e-commerce industry. Today, local
payment methods account for 77% of e-commerce spend; by 2024, it is
forecast that this share will increase to 82%.

But we're even prouder to have helped our partners and their merchants
grow and succeed in more markets every year, and these reports are just
a small piece of that. They are tools designed o give you the knowledge
you need to open new markets. We hope you find them useful and we
wish you every success.

Yours sincerely,

Simon Black
CEO, PPRO



Central and South America

Cenfral and South America is highly diverse,
economically and culturally. To get a feel for the region’s
changing e-commerce landscape, we looked at trends
affecting the whole region and af some of its leading
markets in greater detail. These markets were Argenting,
Brazil, Chile, Colombia, Peru and Uruguay.

The Argentine economy hit a turning point in 2019, with
the election of Alberto Fernédndez to the presidency.
Ferndndez has promised to renegotiate the terms of the
$56 billion IMF loan the country received in 2018' and
to put a halt to the pro-market austerity measures of
the previous administration?. The big question for 2020
is whether the country can renegotiate and service its
significant sovereign debt to the IMF.

In Brozil, the economy grew at a rate of 1.1%% The
country’s central bank forecasted a full-year economic
growth rate of just 0.9% for 2019%. National debt is now
80% of GDP® and without significant reform is expected
to rise to over 100% by as soon as 2023¢. There are positive
signs, with pension reforms passing the Brazilian senate
in October 20197. The country’s long-tferm economic
health depends upon the government’s ability to build
on this success and pass measures liberalising frade and
reducing tariffs®?,

Between October 2019 and the end of the year, Chile
suffered a wave of riots and protests against the Pinera
administration’s  liberalising agenda'™. In response,
the government has lurched to the leff, promising

higher spending, firing eight ministers'® and increasing
government spending by at least $1.5 billion a year'.

In 2018, Colombian growth rose fo 2.7%'. In 2020, the
OECD expects the economic growth rate to increase
again to 3.5%', mainly driven by domestic consumer
demand. By the middle of 2019, the volume of retail sales
was growing at a rate of 10.1% a year™. In September
2019, consumer confidence was at -10 points, indicating
a mildly pessimistic outlook. Nevertheless, this is an
improvement of almost 12 points since June 2019'°,

One factor which has helped Colombia considerably,
is the US sanctions on Venezuela. No longer able to buy
from the country’s socialist neighbour, US importers have
increased their orders from Colombia. Oil exports fo the
US rose by nearly 25% in the first quarter of 2019'¢. The
flipside to this is that Colombia currently hosts 1.4 million
Venezuelan refugees, which puts a strain on resources
and infrastructure'”.

Early in November 2019, Peru announced that it would
be cutting its 2019 growth forecast from 2.7% by the end
of December'®, At the start of 2019, the country’s central
bank was forecasting 4% growth — so this is quite a
come down'8, Copper accounts for over 50% of Chile’s
exports'”. Demand for copper, and therefore the price of
copper fell in 2019 as a result of the slowdown in global
frade arising mainly from the US-China dispute?.

In Uruguay, voters elected centre-right candidate Luis

Lacalle Pou to the presidency?. This brought tfo an
end fiffreen years of rule by left-wing parties. The new
government has promised to cut budget deficits and to
boost growth?, In 2018 the Uruguayan economy grew
by just 1.6%, down from 2.6% in the previous year?,

The economies covered by this report are highly
dependent on commodity markets — most, with the
exception of Colombia, export heavily to China — for
oil, copper and other raw materials. For as long as the
international trade slowdown persists, this puts them at a
heightened risk of recession.

This risk may be heightened by American policies toward
the region. Early in December 2019, US President Trump
threatened to impose tariffs on steel and aluminium from
Brazil and Argentinag, in response to what he said was
currency manipulation by the two countries?. If this is a
sign of things to come in 2020, then South and Central
America could be in for a rocky ride.

The Latin American
e-commerce market

The e-commerce market in the countries selected for
detailed study is worth $50 billion and is growing at a
rate of 23% a year®. Today, 34% of online purchases are
made using a mobile device and the average annual
spend per online shopper is $471%,

The most popular purchase categories in Latin America
vary from counfry to country. In Argentina, Chile,
Colombia and Peru fravel is the number one category.
In Uruguay it’s clothing, and Brazil electrical goods?.

The region’s biggest e-commerce player is the
Argentine Mercadolibre. The company operates online
marketplaces in 18 countries, from Mexico to Argentinag,
has net revenues of over $1.4 billion, 3.5 million sellers
and over 34 million unique buyers®.

The local payment culture

The most common means of paying for an online
purchase in Latin America is by credit card, used in 58%
of all online transactions?®. Cash has 17% of the online
payment market, bank transfer 13%, e-wallets 10%, and
other minor payment methods the remaining 2%?°. Visa is
the biggest player in the card market, with a 42% market
share, followed by Mastercard (38%), local and other
schemes with 18% and American Express with 19%%.

Enabling and limifing
factors

62% of the Latin American population has a bank
account and 24% a credit card?®. But the region suffers
a tremendous lack of frust in banks. But, with the recent



rise of neobanks, this is beginning to change. Neobanks
are entirely mobile-centric, with no physical branches,
giving customers direct access to their money and
a broader range of services than the normal banks
provide. Financial inclusion has long been a problem
throughout Latin America, but with the advent of these
customer-friendly alternatives to traditional banking,
that is changing rapidly?’.

67% of the population has an Infernet connection and
63% an Internet-enabled smartphone®. However, the
market is dominated by mobile connections. According
to a recent study, the percentage of Latin American
households with fixed-line broadband is now 12.3%,
slightly below the global average of 13.4%%,

Conclusion

Latin America is a growing and increasingly interesting
e-commerce market. There are big differences - even
between neighbouring markets - in payment culture, in
prosperity and in culture. Merchants entering the region
cannot afford to assume that they can easily reuse
a business model developed for one Latin American
country in another. When planning entry intfo Latin
America, keep an eye on key economic indicators - in
particular the commodity indexes — and plan your go-to-
market strategy based on the likely state of the economy
at your time of entry.

® N O O~ LN =

©

1
1
1
1
1
1
1
1
1
1
2
2
2!
2
2
2,
2
2
2
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Regional Payment Trends

Region World
Population 357.8 m 7.6 bn
Population (15+) 277.4m 5.6 bn
GDP 3.3 tr 85.8 fr
GDP per capita 9,216 11,299
B2C e-commerce 50.1 bn 3.41tr
B2C e-commerce growth 23% 18%
Online population 239.3 m 4.5bn
Smartphone penetration 62% 58%
Mobile e-commerce 34% 50%
Average online spend 471 2,594
E-commerce % of total retail 3% 16%

Currencies in this report are always depicted in $USD
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45% - Card total

Argentina 47°%

e-commerce growth 42% ICS
Argentina Region World 3% Local schemes
; B coo
Population 445 m 357.8 m 7.6 bn Top e-comm segments
B con 18% - Cash fotal
Population (15+) 33.5m 277.4m 5.6 bn POVEGST
metho
GDP 518.5 bn 331 85.8 tr B sank tanster breakdown 7% Rapipago
, B Ewalet 6% Other
GDP per capita 11,653 9,216 11,299 Airlines & Hotels: 14% . Siher 5% Pago Fécll
Online population 33.7m 239.3 m 4.5 bn
Smartphone penetration 65% 62% 58%
Average online spend 476 471 2,594 Electrical Goods: 14% 11% Mercado Pago
E-commerce % of total retail | 3% 3% 16% 6% Paypal
2% 1% Other
Banked Credit card Internet . . Top cross-border
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Brazil 15%

e-commerce growth 50% ICS
Brazil Region World 12% Local schemes
; . Card
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Average online spend 379 471 2,594 Airlines & Hotels: 14% 2% Mercado Pago
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70% - Card total

Chile 28%

e-commerce growth 49% Local schemes
Chile Region World 21%ICS
. B coo
Population 18.7m 357.8m 7.6 bn Top e-comm segments -
metho
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GDP 298.2 bn 3.3 1r 85.8 tr breakdown 2% PayPal
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per capita ! } , . ,
Alrlines & Hotels: 26% B ore
Online population 154 m 239.3 m 4.5bn
Smartphone penetration 72% 62% 58%
Average online spend 913 471 2,594 Food & Drink: 14%
E-commerce % of total retail | 5% 3% 16%
Banked Credit card Internet ‘ . Cross-border
population penetration penetration Electrical Goods: 12% e-commerce Card
scheme
82% 69% breakdown
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Colombia

Colombia Region World
Population 49.6 m 357.8 m 7.6 bn
Population (15+) 38.2m 277.4m 5.6 bn
GDP 330.2bn 3.3t 85.8 tr
GDP per capita 6,651 9,216 11,299
Online population 30.9m 239.3 m 4.5bn
Smartphone penetration 75% 62% 58%
Average online spend 351 471 2,594
E-commerce % of total retail | 3% 3% 16%
Banked Credit card Internet
population penetration penetration
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Peru

12%

e-commerce growth

Top e-comm segments

Airlines & Hotels: 25%

Electrical Goods: 14%

Peru Region World
Population 32m 357.8 m 7.6 bn
Population (15+) 23.3 m 277.4m 5.6 bn
GDP 222.2 bn 3.3 tr 85.8 1r
GDP per capita 6,947 9.216 11,299
Online population 15.6m 239.3 m 4.5 bn
Smartphone penetration 49% 62% 58%
Average online spend 472 471 2,594
E-commerce % of total retail | 3% 3% 16%
Banked Credit card Internet
population penetration penetration
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Uruguay 16%

e-commerce growth 51% ICS
Uruguay Region World 2% Local schemes
Population (15+) 2.7 m 277.4m 5.6 bn Cayg Payment
. Bank transfer method
GDP 59.6 bn 3.3 1r 85.8 fr O reakdown
E-wallet
GDP per capita 17,278 9,216 11,299 Clothing & Footwear . Siher
Online population 2.4m 239.3 m 4.5bn
Smartphone penetration 74% 62% 58%
Average online spend 778 471 2,594 Airlines & Hotels
E-commerce % of total retail | 3% 3% 16%
Banked Credit card Infernet . Cross-border
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64% i 50% breakdown
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Local Payments.
Worldwide.

PPRO is the world’s leading local payments platform-as-
a-service, removing the complexity of domestic and
cross-border payments for top-tier financial institutions,
payment service providers, and their merchants.

PPRO provides partners with the ability to accept locally
preferred payment methods like e-wallets, bank transfers,
cash, and local cards in more than 175 countries across
the globe. Through one contract and one API.

PPRO’s powerful platform does it all - processing,
collecting, reconciling, reporting, settling funds, and
more - and we’ve got market experts in every region so
that partners can turbocharge their speed-to-market
and increase conversion in every corner of the world.

The Online Payments Almanac

E-commerce insights for the whole world and a breakdown of
over 450 local payment methods is just a few clicks away.

Visit www.ppro.com/almanac or scan the QR code to enjoy a 30-day
trial of market insights and global frends.




Pro

Data Methodology

Edgar, Dunn & Company (EDC) uses a combination of sources and methods to support the PPRO Database.
Where possible consistent sources are used for all markets to maintain the highest level of data integrity.
EDC data sources can be split into three main areas:

1. Globally recognised, publicly available databases & resources
2. Central banks / national e-commerce associations / national intfernet associations
3. EDC proprietary data and models

Using a combination of these datfa sources allows EDC to best build a complete picture of the market.

The e-commerce market and payment methods develop at a fast pace. We therefore prepare and update our regional and country reports frequently. If you are interested in
obtaining updated versions, please contact us. We also have comprehensive dafa on all payment methods worldwide. For global e-commerce and market information that meets
your needs, just get in fouch with PPRO.

PPRO Financial Ltd
relationship@ppro.com | sales@ppro.com.

Version 2020.01

Sources:

Edgar, Dunn & Company: Commissioned work
Publicly available online information

This report is provided for your information and publication, and is based on data and information collected from publicly available sources commissioned from Edgar, Dunn &
Company by PPRO. The e-commerce market and payment methods develop at a fast pace, so all content, data, statements and other information contained within this report is
subject to change. PPRO is not responsible or liable for the quality or accuracy of the information in this report nor how this report is subsequently used or published.



