1Q19 CONFERENCE CALL
GRUPO CARREFOUR BRASIL

Operator:
Good morning ladies and gentlemen, welcome to Grupo Carrefour Brasil’s first quarter of
2019 conference call.
At this time, all participants are in a listen-only mode. Later, we will conduct a question and
answer session and instructions will be given at that time. If you should require assistance
during the call, please press the star key followed by zero.
As a reminder, this conference is being recorded and broadcasted live on the investor
relations website at: http://www.grupocarrefourbrasil.com.br/. A slide presentation is also
available on this site.
Before proceeding, let me mention that forward-looking statements are being made under
the safe harbor of the Securities Litigation Reform Act of 1996. Actual performance could
differ materially from that anticipated in any forward-looking comments because of
macroeconomic conditions, market risks and other factors.
It is now my pleasure to turn the call over to Mr. Noël PRIOUX, Chief Executive Officer, to
start the conference call.
Please, Mr. Noël PRIOUX, you can proceed:
Noël PRIOUX – Chief Executive Officer
Good morning and thank you for joining us on this call to present Grupo Carrefour Brasil’s
first quarter 2019 results.
I am joined on this call by Roberto Müssnich, CEO of Atacadão; Paula Cardoso, CEO of
Carrefour eBusiness Brasil, Carlos Mauad, CEO of Banco Carrefour, and Sébastien Durchon,
our Chief Financial Officer. Daniela Bretthauer, our head of Investor Relations, is also with
us.
I will start with a brief overview of the key highlights of our performance. Sébastien will
detail our financial performance, and Roberto, Paula, Carlos and I will present the key
performance highlights of our different businesses. After my concluding remarks, we will
then open the floor to your questions.
The presentation is available for download on our investor relations website.
Q1 was another quarter of continuing momentum at Grupo Carrefour Brasil, with good
growth in sales and profitability. This performance confirms our leadership in Brazilian food
retail, underscored by the award we received this week from Abras for the third consecutive
year, recognizing our position as the leader in Brazilian food retail in 2018.
This quarter, we demonstrated once gain the strength of our multi-format and multichannel strategy, in line with the creation of the ecosystem concept we presented at our
Investor Day in March.

I’d like to mention some of the key highlights of the first quarter. We continued the
development of our omnichannel strategy, with a focus on e-commerce. Our GMV grew by
84% in the quarter, and our Marketplace tripled its sales. Other highlights included 13 Drives
already in operation with more units planned for 2019.
Very promising start of our partnership with Rappi, with a presence in several cities. We
continue to connect more customers to our ecosystem, and in the first quarter we opened 4
Atacadão stores, out of the 20 we plan to open this year. Carrefour.com rose to become the
9th-biggest site in terms of visits in Brazil at the end of February. And we are seeing strong
growth in new accounts at Banco Carrefour, both with the Carrefour and the Atacadão
cards.
Concerning our food transition strategy, we have rolled out healthy food aisles in half of our
hypermarkets, with a strong increase in the number of SKU. The Carrefour private label
represented 11.4% of Carrefour's food sales at the end of the quarter and we target 20%
penetration by 2022.
We want to show you the increasing strength of our ecosystem and the multiplying effect
from connections, with the client at the center. Let me highlight a few key numbers: our ecommerce sites have 127 million visits; we complete 520 million transactions per year; and
we have 8 million cardholders.
All of these achievements that I highlighted complement our ecosystem and make it
stronger. And the more we increase our value proposition, the more we increase our share
of wallet with our customers.
The multiplying effect is very powerful. As you can see on slide 5, a customer who shops in
two channels spends on average 30% more, and this spending increases the more channels
he uses. We have cultivated this with our omnichannel initiatives: for example, 32% of Click
& Collect orders result in additional in-store purchases.
This data about channels and purchasing habits is also changing how we use our resources.
We are dedicating an increasing amount of our marketing spend to digital media. About
38% of our marketing investments this year are directed at digital campaigns, with excellent
return on investment.
As you can see our strategy has produced solid and sustainable growth. I will present here
the key numbers of the quarter. My comments will be on numbers prior to the application
of the IFRS 16 accounting standards. Sébastien will provide greater detail shortly on these
effects.
Our gross sales rose nearly 10% in Q1 to R$14.2 billion in Q1. Our adjusted EBITDA rose by
17% to R$983 million. Adjusted EBITDA margin rose to 7.6% and the Adjusted net income,
Group share, was up by 29% to R$413 million, equivalent to net margin of 3.2%.
Our level of investments remains high and has not impacted our balance sheet, which
remains very strong. We ended the quarter with a low debt of R$1.6 billion, or R$2.5 billion
including discounted receivables.
Let me now hand over to Sébastien for a closer look at our numbers and more detail on the
effects of IFRS 16.
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Sébastien DURCHON - CFO
Thank you, Noël and good morning to everyone.
On the graphs on slide 8, you can see consistent growth in sales quarter after quarter, with
an acceleration in like-for-like sales each quarter.
In Q1, we added R$1.2 billion in gross sales, which reached R$14.2 billion, growing by 8.8%
despite the unfavorable Easter calendar effect.
Excluding petrol, sales grew even faster, with an increase of 9.9%, as you can see on the
graph on the right-hand side of the slide. Like-for-like sales accelerated quarter after quarter
and reached their highest growth in 8 quarters, with a 6.6% increase, reflecting a strong
performance by Atacadão and an acceleration in sales at Carrefour Retail, principally in
hypermarkets and convenience stores.
At the same time, the contribution of expansion to total sales has grown each quarter and
attained 4.7% in the first quarter.
Noël mentioned in his introduction that this quarter saw the application as of January 1 of a
new accounting standard, IFRS 16, and on slide 9, I want to show you its main impacts on
our performance.
IFRS 16 replaces IAS 17 as from January 1, 2019 and introduces important changes in the
accounting model for leases. Under the new standard, all leases must be recognized in the
balance sheet through an asset that represents the right to use the leased asset in exchange
for a debt corresponding to the present value of future lease payments for a reasonably
certain period of engagement.
Grupo Carrefour Brasil adopted the Simplified Retrospective Approach from January 2019
onwards and will not restate 2018 financials.
Adjusted EBITDA was positively impacted by R$60 million, R$45 million at Carrefour Retail
and R$15 million at Atacadão, and net income, Group share, saw an unfavorable impact of
R$7 million. In the balance sheet, we had a right of use asset of R$887 million and an
increase in rent payments of the same order.
Talking about our leverage, pre-IFRS 16 and including discounted receivables, our net debt
stands at R$2.5 billion (equivalent to a net debt/EBITDA ratio of 0.6x). If we include the
discounted receivables, our net debt is R$3.4 billion (0.8 times our last 12 months Adjusted
LTM EBITDA).
On slide 10, we turn to our Adjusted EBITDA pre IFRS, which grew 16.7% to R$983 million
driven mainly by the good performance of Atacadão and Banco Carrefour. Adjusted EBITDA
margin rose 50 basis points to 7.6%. Post IFRS 16, EBITDA was R$1.04 billion (8.1% margin).
On slide 11, we turn to our P&L. My comments are pre-IFRS 16. Net sales were 8.6% higher
in Q1 at R$12.9 billion, driven by growth in all our businesses.
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Our gross profit rose 12.6% to R$2.9 billion, with gross margin improving by 80 basis points
to 22.3%, reflecting the good performance of Atacadão and Banco Carrefour.
We continued our cost-reduction efforts across banners, principally at Carrefour Retail.
Excluding the Easter calendar effect, SG&A were broadly stable at 14% of net sales,
reflecting our productivity efforts, with efficiency gains and tight control of expenses, even
with a faster pace of expansion of Atacadão.
As I already mentioned, our EBITDA pre-IFRS 16 was up about 17%, a growth that outpaces
our sales performance in the quarter. As a consequence, adjusted net income, Group share,
was up by a strong 28.8% to R$413 million in Q1 pre-IFRS 16, with net margin of 3.2%.
With that, we will now look at our performance by business unit, so let me now pass on to
Roberto to detail Atacadão’s very solid Q1 performance.
Roberto MÜSSNICH – CEO of Atacadão
Thank you very much Sébastien and good morning to all.
For the third consecutive quarter, Atacadão recorded double-digit growth in its total sales,
demonstrating its low-price image, the strength of its commercial strategy and confirming
the decision to significantly accelerate our expansion. Atacadão's gross sales grew 13.6% in
Q1 to R$9.5 billion, even with the negative impact of the Easter calendar shift.
LfL sales confirmed the previous quarter’s strong trend, rising by 6.8% in Q1 2019, close to
Q4 2018 but much higher than the year-ago performance of 0.5% in Q1 2018. All categories
grew, mainly commodities, due to better prices. The average ticket grew significantly in Q1.
Expansion also contributed positively to our performance with a 7.4% contribution in the
quarter and this increase has been consistent in the quarterly comparison, as you can see in
the dark blue part of the chart. As we have already mentioned previously, our expansion
strategy has been well-planned, with store openings well distributed throughout the year.
We opened 4 new stores in the first quarter, within the goal of 20 openings in the year. The
inaugurations were well balanced in different Brazilian regions.
Gross profit in the quarter pre-IFRS 16 rose by 23.3% to R$1.4 billion. Post -IFRS 16, gross
profit’s rise was 23.4%. Gross margin rose 126 basis points to 15.9%. Half of this growth is
due to the recognition of ICMS-ST tax credits for states other than São Paulo, with the other
half coming from Atacadão’s successful commercial strategy and productivity gains.
Concerning efficiency, distribution costs pre-IFRS 16 were up 16.4% or 14.4% post-IFRS 16 to
8.7% of net sales in Q1 or 8.6% post-IFRS 16, mainly as a result of the sharp acceleration in
expansion. Excluding expansion-related expenses, distribution costs post-IFRS 16 were up by
only 1.8% to 7.4% of net sales in Q1, proving the strength of our model and the ability to
maintain its profitability in a very competitive market.
Q1 2019 adjusted EBITDA post-IFRS 16 was up 36.0% to R$635 million and adjusted EBITDA
margin rose 121 basis points to 7.4%, as a result of solid sales performance and gross margin
expansion. Excluding IFRS 16, adjusted EBITDA was 32.7% higher at R$620 million,
amounting to a 7.2% adjusted EBITDA margin, up 104bps. The impact of IFRS 16 at Atacadão
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was limited to R$15 million as Atacadão owns most of its stores, which is a great
competitive advantage.
With that, let me hand over to Noël to comment on Carrefour Retail.
Noël PRIOUX – Chief Executive Officer
Thank you, Roberto. I will comment on the performance of Carrefour Retail.
Despite the negative Easter calendar effect of -3.0%, Carrefour Retail’s sales accelerated in
the first quarter by 6.1%, the highest quarterly increase since the first quarter of 2017. The
performance reflects successful commercial and food transition initiatives in hypermarkets,
with improved LfL sales in proximity formats and strong performance in e-commerce. The
various actions taken in 2018, regarding assortment and pricing policy, among other
initiatives are generating results.
As shown on the bridge presented on the slide, Carrefour's EBITDA excluding the Easter
effect was broadly stable in the first quarter. At Carrefour, as Sébastien commented, the
impact of IFRS 16 was R$45 million, as all Express stores, most of the supermarkets and
some of our Carrefour hypermarkets are rented.
It is important to comment that sales at Carrefour are gaining strength, but we are keeping
an eye on costs. Post-IFRS 16, SG&A decreased by 23 basis points to 19.8% of net sales, a
decrease of 1.7%.
On slide 15 I will comment briefly on some progress in our food transition strategy. With
regard to healthy food, we have made it available in about half of our hypermarkets and by
the end of the year we will have this healthy food offer in all our stores. The performance of
this category in stores where it was already implemented was spectacular; The share of
Carrefour's own brands continues to evolve and the target is to reach 20% by 2022; We also
have a target to increase organic sales by 85% by 2019 and, finally, we will continue to grow
our partnerships with local producers to bring even fresher food to our consumers.
I will now hand over to Paula Cardoso, CEO of Carrefour eBusiness, who will comment on
advances in our digital strategy.
Paula Cardoso - CEO of Carrefour eBusiness Brasil
Thank you, Noël.
We have an opportunity to grow our e-commerce in Brazil exponentially. Noël spoke of the
importance of connections and Sébastien of our financial strength. The Carrefour Group is
ready today with its strong presence in Brazil, a recognized brand in food and non-food
retail and our own bank, which Mauad will comment on next. This is a great competitive
differential. Carrefour eBusiness Brazil wants to accelerate and connect the physical world
with the digital one, creating a differentiated value proposition for our customers. On slide
16, we show some results:
1- Content and Services: Digital relevance and traffic remain a cornerstone for eComm.
We went from 46th to 9th in traffic in two years and Year-on-Year grew traffic on our
site by 70%. YoY, the Carrefour brand got 12% more Google searches and the brand
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Atacadão was also searched 20% more. We already have more than 78,000
interactions via WhatsApp with Carina, our recently launched virtual assistant.
2- On-Line Sales - Traffic with relevance translates into sales. Our e-commerce GMV
increased 84%, significantly outperforming the market in the same period, which
grew around 13%, according to e-Bit. On the next slide, I'll go into more detail. We
want to develop more and more our last mile competence, which is an integral part
of the client's journey. Proof of this is that fast delivery of food already accounts for
34% of our orders and the recently launched Drive Click & Collect represents 6%.
Non-food Click & Collect already represents 9% of the ecomm sales and 27% for
products such as mobile. For Carrefour, it is very clear that we will need
decentralized logistics. We already have the hypermarkets; we already have the
assets.
3- Payment means - To stimulate customer spending within our ecosystem, at the end
of 2018, we announced the "usou zerou" initiative: Customers using the Carrefour
card in any format are waived from paying monthly fees. As a consequence, the use
of the Carrefour card increased by 15%, a record, and the share of the Carrefour
Card increased to 26%. In addition, the possibility for Carrefour cardholders to use
their card at Atacadão brought 13.2 percentage points of spending that previously
was off us to Atacadão. As presented at the Investor Day, we also have various
digital payment initiatives: NFC, QR code, self-check-out and partnerships like the
one with Zaitt in the autonomous store.
4- Continuing to talk about our client's journey, we want to understand him, every day
more. Our Meu Carrefour program continues to grow and help us in this challenge.
The greater the identification, the more we can refine customer knowledge, so this is
very important. We grew more loyal customers by 10% and they have a 14x larger
Lifetime Value than occasional customers. Our partnership with startup Propz and
offers with increasingly effective algorithms and personalized offers helped us to
activate 4.5% of customers with an incremental average ticket of 3.9%.
Once again, e-commerce was the fastest growing segment in Carrefour Retail formats,
reinforcing our omnichannel ecosystem strategy. E-commerce sales accounted for 11% of
our Retail sales, almost double the same period of the previous year.
Orders were up by 50%, and the number of visits was up by almost 70%, reaching 40 million
this quarter, with a 15% higher average ticket.
Our marketplace is growing rapidly. It now counts more than 2,000 sellers and has more
than tripled the number of SKUs, which now has reached nearly 2 million. As a result, the
marketplace accounted for nearly 23% of our GMV in Q1 compared with 10% in the same
quarter last year.
To conclude my part, I would like to share with you that we have received the E-bit award
from Blue Diamond Store. This award is the most important award in Brazilian e-commerce
and considers both technical criteria and popular vote. Thank you for trusting in our site and
please continue to purchase on our website.
Let me now hand over to Carlos for a look at Banco Carrefour’s performance.
Carlos Mauad - CEO of Banco Carrefour
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Thank you, Paula and hello to everyone.
Banco Carrefour recorded once again solid growth in billings and in its loan portfolio in Q1:
Total billings grew 23.4%, reaching R$7.1 billion. Carrefour credit card billings grew by 15.2%
in the quarter, reaching R$5.2 billion, thanks to the commercial dynamism of our
hypermarkets and the positive impact of the decision taken at the end of last year by Banco
Carrefour to exempt from the monthly fee all customers who purchase at Carrefour at least
once a month. Atacadão's credit card billings, still in a maturation phase, reached R$1.8
billion, an increase of 55.2% in Q1.
Banco Carrefour's total credit portfolio grew 33.2% to R$8.8 billion in Q1, adding R$2.2
billion in the period, with a total of 8.2 million cards issued. In Q1 we issued around 500,000
new cards, a new record in sales, and digital acquisition continues to gain participation in
total sales.
The quality of our credit portfolio remains good even with strong portfolio growth. On a
comparable basis (Bacen methodology), loans overdue for more than 90 days ("over 90")
totaled 9.5% of the total portfolio and loans overdue for more than 30 days accounted for
13.1% of the portfolio. Both indicators remained stable vs Q1 of last year, even with the
deterioration of macroeconomic forecasts for 2019. On a comparable basis, credit provision
totaled R$933 million and the coverage index reached 11.7% of the total portfolio in Q1.
In Q1, adjusted EBITDA was R$245 million, an increase of 12.1% over the previous year,
despite the waiver of annuity revenue from the "Usou, Zerou" campaign. This initiative will
bring results in sales of new cards, increase the base of activated cards and increase billings
in the next two years, reinforcing the integration between businesses and strengthening the
group's ecosystem.
The Atacadão card, which reached break-even in the third quarter of 2018, a year ahead of
plan, continues to grow strongly and has increased its penetration in Atacadão's total sales.
It already represents around 12% of sales, and consequently, increased its contribution to
EBITDA growth.
The Bank continues to advance with speed and consistency in its digital transformation.
Delivering new solutions to our customers and improving operational and credit efficiency
and for the card business is gaining more traction and flexibility.
Let me now hand back to Noël for his concluding remarks.
Noël PRIOUX – Chief Executive Officer
To conclude, we talk a lot about the multiplier effect, of our quarterly performance, but we
want to continue growing, attract more customers, offer more services. We have to multiply
these connections to bring more sales and more profitability.
With that, I conclude today's presentation. Thank you very much for your attention and we
can now move on to the Q & A session.
Operator:
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Ladies and gentlemen, we will now initiate the Questions and Answers Section. If you would
like to ask a question, please dial *1. If at any point your question has been answered, you
may remove your question from the queue by pressing *2.
Thiago - Itaú:
Good morning. Our first question is regarding Atacadão. Roberto, we saw a combination of
slightly weaker same-store-sales compared to your competitors, but with a very strong
margin in this first quarter, which took us by surprise in a good way. Could you comment on
the first-quarter competitive environment? Could Atacadão have been better prepared in
terms of prices and invested part of this efficiency you mentioned, which was half the
margin gain, in growing more? If you could talk about this from an “A Day” perspective, that
would be great. This is my first question. My second question is for Paula. Paula, we have
been seeing much better KPIs in your online operations, though very concentrated in URL.
We have yet to see this movement in your app. Two questions: is it reasonable to believe
that the app’s customer lifetime value is much higher than URL? If that’s the case, what is
your strategy for the app to gain momentum and increase purchase recurrence? These are
my questions. Thank you, all.
Roberto Müssnich – CEO of Atacadão:
Good morning, Thiago, thank you for your question, it is a pleasure to hear from you. The
first quarter of this year was slightly atypical, but I still believe that Atacadão’s like-for-like is
not comparable to that of its competitors because of the difference in context, as well as
the store mix and the result of the expansion as a whole. The quarter was strong, January
started off very well, inflation was getting stronger, and some of the items we sold with an
acceleration from IPCA helped us work a little better in terms of inventory. Of course,
margin has a consequence in terms of negotiation, scale, sales mix, all within our target to
maintain an everyday-low-price sales model. I would say part of this margin is helped by the
ICMS-ST, as well as the 0.5 contribution, more or less, from ICMS-ST outside São Paulo. This
is an increase caused by non-recurring factors, not volume. Either way, I believe we are on
the right path. When we look at it division by division, store by store, we can see it is very
strong. As for “A Day,” it was exceptional. We will talk about it next quarter, because we
have some good news that I would rather share next quarter, to make you happier then.
Paula Cardoso – CEO of Carrefour eBusiness Brasil:
Hi, Thiago, how are you? First off, if we look at traffic today it is 75% mobile, and the
opposite of that translates into internet sales. Our strategy was to launch the app focusing
on food, which accounts for 25% of everything we sell. Thiago, the app will grow to become
the core of our customer relationships, and for that we need to develop functionalities,
which we will further develop this year. Without question, in terms of strategy for
Carrefour, the app will concentrate customer relationship and the discount and sales
program.
Thiago - Itaú:
Great. Great, everyone, thank you for the answer.
Operator:
Very well. The next question is from Joseph Giordano, JP Morgan. Good morning, Joseph.
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Joseph – JP Morgan:
Good morning to all. Thank you for picking up my question. I think the first one is for
Roberto. I would like to understand what you think of the food inflation trend, especially in
commodities and meat, since we might have a setback in the chain due to the China effect.
And, Noël, looking at retail, I would like to understand the Easter sales trend. Did it meet
expectations? One of your competitors reported lower-than-expected figures. I would like
to know more about your Easter performance. Also, looking ahead, how should we look at
the company’s margin trend, especially with the marketplace as a tail event, although price
investments are required to position hyper against cash and carry? Thank you.
Roberto Müssnich – CEO of Atacadão:
Good morning, Joseph, thank you for your question. Good analysis. We saw a slightly
stronger trend in food inflation in Brazil, based on the IPCA. I personally believe this will
become stable. However, this year, as you mentioned, we have external factors that we
cannot control, not only in terms of expectation (and you know expectation leads to higher
regular prices), but also the China effect, the effect of swine and bird flus, etc. All of this
leads to higher price expectations and, automatically, the industry tends to pass these costs
through in advance. We do not typically accept this pass-through; we negotiate every day
for the business model, and we are, without question, the last ones to increase prices and
the first to lower prices when we have to. This is the challenge of the Atacadão model.
However, while this translates into threats within the business, within the model we work
with, it is also a great opportunity to pay attention to market expectations and the way we
work. I always tell you that in our private conversations, when we say Atacadão has 30 years
of experience, it means 30 times different experiences, because the market changes every
week, every day. The market is alive, and if you do not adapt and change your business
every day, you lose.
Noël PRIOUX, CEO:
As for the trends, I will not focus so much on Easter, because we have good news in the
second quarter, but this Easter had strong results. Still, for us this is about the second
quarter. This is a price investment, since we have been investing significantly in margin,
which is very important. Investing in prices does not necessarily lower prices; our focus is on
assortment, private label, new categories, and all of that creates a mix that helps us lower
prices. This will continue this year, and we know customers in this current business like low
prices, promotions, so we should become more competitive. But the trend is very
interesting in retail. We gained 3 points in the last quarter, and we believe next quarter will
be strong as well. All of that gives us confidence in our policy - the connections, the
multiformat aspect, all following a strategy, connected to a customer/price tradition. We
believe this is a good path and we will keep the pressure to attract more customers. Again,
it is not by chance that we have a partnership with Rappi. We also learned a lot about what
we should sell in each district, and that is what we call the ecosystem. The ecosystem is not
simply one format or the other, and we should learn from each one of them and understand
how to make more connections and learn more from the customer. Little by little we
become smarter, so to speak.
Joseph – JP Morgan:
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Perfect. Thank you very much.
Operator:
The next question is from Robert, Bank Of America. Good morning, Robert.
Robert – Bank of America:
Good morning, thank you very much. This is Bob Ford from Merril Lynch. Paula, given the
expansion in marketplace, is it fair to say that the cost of e-commerce losses is over, or do
you still need to invest in scale service?
Paula Cardoso – CEO of Carrefour eBusiness Brasil:
Hi, Bob. We need to and will invest whatever it takes to expand e-commerce. Remember
that food e-commerce has just began, so we still need to gain scale. Without question, if we
compare non-food operations, it gains scale considerably and significantly improves
profitability and, most of all, cash generation. The trend continues, but we will keep
investing in food growth as much as necessary to became a leader in this industry in the
short term.
Robert – Bank of America:
But will the pressure on Carrefour Retail remain the same or be reduced?
Paula Cardoso – CEO of Carrefour eBusiness Brasil:
I do not understand your question, Bob, sorry.
Robert – Bank of America:
I would like to know if the pressure on Carrefour Retail profits will remain the same or be
reduced as marketplace grows?
Sébastien Durchon - CFO:
Good morning, this is Sébastien. Just to give you a little more color, ok? E-commerce is ten
procedures from retail. So, in terms of the segment’s gross margin, what happens is a
downward pressure on total margin with the launch of e-commerce. E-commerce operates
with lower margin. You are right, the trend that began last year is very much related to
marketplace growth, with e-commerce gross margin growing significantly. So, there is a
downward pressure, slightly more divided, similar to e-commerce, but the dilution is now
fully located by the increase in e-commerce rate. Is that clear? We are indeed reaping the
benefits from the launch of marketplace. Marketplace today, as we mentioned, has reached
breakeven, so it is profitable, helping scale gains in e-commerce as a whole.
Robert – Bank of America:
Thank you, Sébastien. Paula, price is well mentioned, the use of third parties for click and
collect... How are you developing this hedge and how do you compare profit from thirdparty pickup to profit from store pickup?
Paula Cardoso – CEO of Carrefour eBusiness Brasil:
We do not have click and collect sellers yet, Bob, we only use our 1P.
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Robert – Bank of America:
OK. Thank you.
Operator:
Remember to press asterisk 9 (*9) on your phone to ask a question. The next question is from
Pedro Fagundes, Bradesco BBI. Good morning, Pedro.
Pedro Fagundes – Bradesco BBI:
Good morning. I have two questions. The first one, just a quick comment on Paula’s
decentralized logistics. Could you remind us of your plan for side stores? Is the idea more of
a dark store focusing on food, or are you really thinking of some kind of cross-docking for ecommerce as a whole? Also on that topic, does this recent investment in Rappi accelerate
your ramp up plan for this specific initiative in any way? Also, I would just like to check if the
1.9 million SKUs you mentioned in the earnings release are ex-food. These are my questions.
Thank you very much.
Paula Cardoso – CEO of Carrefour eBusiness Brasil:
That’s three. You are welcome. First, regarding decentralized logistics, the side stores are, in
fact, dark stores linked to hypermarkets, stores of approximately 1,500 square meters, with
products leaving those stores. Dark stores saw a fivefold growth from last year, and they
were already at their limit. So, side stores will help us grow. We have plans to open around
15 new ones this year, and some are already operational. This will give us significant growth
capacity at lower logistics costs. Rappi does help accelerate this process, and one of the
pick-up formats with Rappi will be at the side stores. We are already present in 13 cities
with them, growing rapidly. So, Rappi has been accelerating the food segment considerably.
Back to side stores, to one of your questions, for now it will be fully focused on food, rather
than non-food. As for the 1 million SKUs, they include food within the sellers, but the share
is very small, so most of them are non-food items from our marketplace.
Pedro – Bradesco BBI:
Great, Paula, thank you.
Operator:
The next question comes from Irma, Goldman Sachs. Good morning, Irma.
Irma – Goldman Sachs:
Good morning. I have two questions. One is regarding the private label strategy. Could you
give us more color on private label performance in the formats? Maybe penetration has
been generating results, so what would be the impact of your negotiations with suppliers of
major national brands? I imagine, in a way, it could make these negotiations more difficult.
The second question is regarding the partnership with Rappi. Do you see any limit of how
much this could translate into store penetration? Maybe at some point you will have to
increase supply to that store to meet additional demand from Rappi, if it is an additional
flow. Thank you.
Noël PRIOUX - CEO:

11

In terms of private label, our shares have been growing steadily, and we will continue to
grow because we will have new products this year. Last year marked the beginning of a
process, so this year we will see more volume as well. We need to keep adding more
products, more distinguished products, and that requires time. But we are maintaining a
good level, improving product distinction and results as well. We have no issues with our
suppliers. We have to bear in mind that Brazil is one of the countries with the lowest SKU
level in the world, at only 14,000-15,000 SKUs, while Europe is at 25,000 (in France, it is
35,000). The most important expansion for all is product visibility. We want to maintain
that, we need each product, national or private, to be presented well, allowing customers to
distinguish them. We want to increase the number of SKUs rather than reduce them
(because that is not a problem for domestic suppliers), and this is the reason why we work
very hard on new categories. When we talk about organic products, chemical-free pasta,
etc., it is all new SKUs. We will not reduce the number of SKUs in order to grow; we will
complement assortment, so to speak, and make it possible for all suppliers who wish to
follow this new path to grow strongly. The good news came at the beginning of the week, at
the APAS show. One year after the launch of the food app we saw big suppliers with a
spectacular range of natural and organic products, much closer to what customers have
been asking for, and that was rare among big suppliers one year ago. This is very good for us
looking forward. Carrefour wants to lead the food transition and work with some big
suppliers. The Carrefour company is good news for the future, really.

Paula Cardoso – CEO of Carrefour eBusiness Brasil:
Hi, Irma, this is Paula. The partnership with Rappi has been going well, and penetration in
some stores is really strong. But we do not see a limit, quite the opposite. What we see is
the store adapting to customer demand. We have been learning a lot, we are changing the
assortment, product shelf space, and we just launched the 24-hour cold beverage service.
So, the partnership has been teaching us a lot about adaptation and agility, and as a result
some of the stores have been growing strongly. We do see an adaptation, we will change
anything that helps us provide better service, increasing the level of complete orders and
agility in light of customer demand.
Irma - Goldman Sachs:
Thank you very much.
Operator:
The next question comes from Tobias, Citibank. Good morning, Tobias.
Tobias - Citibank:
Good morning, thank you for picking up my question. Actually, I wanted to talk about your
financial operations, CCF. The increase in compliance, specifically, has been decelerating
slightly since the fourth quarter. The combos are obviously hard, but in the first quarter it
failed to meet expectations. There was the effect of monthly fee exemption, precisely to
increase recurrence, which makes a lot of sense. How should we look at this progress going
forward? I mean, will we continue to see this effect translating into modest growth until the
end of the year, normalizing next year? Is this what we are looking at?
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Roberto Müssnich – CEO of Atacadão:
We did have revenue exemption between R$35 million and R$40 million in the first quarter
alone. Of course, had we not had this initiative, this amount would not be seen in our results
immediately, because in order to make these investments we rationalized other expenses of
the bank to create more of a short-term balance. But this decision was made at the end of
the fourth quarter last year, and it was the right decision. We had a pilot in some of our
stores in Rio Grande do Norte and we basically monitor three main KPIs: new account sales,
activated sales and billing. All three pillars are based on our business plan, which guided our
decision. Effectively, revenue is transferred over time, but we are confident that it will pay
off 100% by the end of 2020. So, by the end of next year... Or even earlier, judging by the
figures we are seeing in the first quarter of 2019. We had record new card sales, activated
accounts have never been this strong, specifically in the Carrefour portfolio, which is more
influenced by this initiative as it does not have the same impact on Atacadão, it is just for
the Carrefour card. We sold 36% more cards this quarter compared to the same quarter of
the previous year. Spending started to grow strongly once again. We are very pleased with
the results on this front. From a business plan point of view, payoff is expected by the end of
next year, and of course as time passes we will see the top line recovering, and the impact
will be more and more reduced.
Tobias - Citibank:
Perfect, thank you.
Sébastien Durchon - CFO:
Good morning. Just to complement - this is Sébastien. There is one very important aspect of
this decision, which we are confident was the right decision and will bring us great return in
the future. At the end of this first half we are seeing strong growth in new accounts. This
does not translate into results at this time, as we gave up some revenue, but that is how
credit card products work. We need to attract customers, who will start using the card, then
adhesion will grow, then customers will contract financing, generating revenue for the bank.
We will not get there over the course of one year. I would also like to point out that over the
last few weeks, we saw strong On Us sales growth within the Carrefour and Atacadão
hedge. It had been years since we saw two-digit growth in On Us for the Carrefour Card. So,
we believe this was the best decision, with better-than-expected growth in billing. This is
the kind of investment we were right about. You are right, results were not as good as they
could have been at the moment, but this will bring strong return in the future.
Paula Cardoso – CEO of Carrefour eBusiness Brasil:
Tobias, if I may add, I would say no other retail bank has enough balance to make this kind
of decision for the customer, to grow in the medium term. Today we are the largest and
most profitable bank in the retail market. If we do not this for the customer.... In fact,
monthly fees are the main cause of complaints from customers, preventing them from using
a credit card. If we do not use this difference in our favor, no one else will. So, I believe it is,
in fact, our role to lead this market.
Tobias - Citibank:
Great, perfect. Thank you for the clarification. Good day to you.
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Operator:
Very well. Remember to press asterisk 9 (*9) on your phone to ask a question.
Noël Prioux – CEO:
We have no further questions. It was a pleasure to have you here today. This has been a
good quarter, and we will see you again for next quarter’s results, for which we expect some
good news. Thank you.
Operator:
This concludes today’s question and answer session. That does conclude Carrefour Brasil
conference call for today. Thank you very much for your participation, have a good day.

14

