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• We are introducing our first LatAm eCommerce Series publication, where we address key

challenges and opportunities retailers face in Latin America as eCommerce takes off. In this first

chapter, we focus on three areas: (1) a global top-down view of eCommerce, (2) a ranking of the

websites of select Latin American retailers (the Scotiabank GBM eCommerce Shopping

Experience Ranking), and (3) a ranking of Latin American retailers in terms of their commitment to

eCommerce (the Scotiabank GBM LatAm eCommerce Capabilities Ranking). Stay tuned for other

publications on eCommerce in the coming months.

• In the first section of this report, investors will find an overview of eCommerce globally, which now

accounts for US$1,381 billion in sales, with China and the United States accounting for 60% of the

total. We also take a look at penetration rates globally, with China taking the lead at 20% of total

retail sales. Finally, we also zoom in on some of the key factors driving eCommerce growth

globally (e.g., Internet penetration, banking penetration, and infrastructure) and put those in

context within Latin America.

• eCommerce penetration in Latin America lags at only 4.2% of total retail sales, but it is growing

quickly. In fact, despite certain challenges (e.g., low banking penetration and lack of

infrastructure), we estimate that at the current growth rates, penetration of online sales in Brazil

and Mexico will reach the U.S. level (12% of total retail sales) in four years (Brazil) or five years

(Mexico). We also analyze differences in GDP and eCommerce spending on a per capita basis

versus the United States. If we assume both metrics converge over time, it will take Mexico eight

years to reach U.S. eCommerce penetration levels. In any case, we believe eCommerce

penetration in Latin America will catch up with the rest of the world in the coming years, which will

have important implications for retailers in the region.
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• In the second section of this report, investors will find our detailed analysis of the websites we

visited and how they compare with one another. We ranked the websites based on four key

variables: convenience (e.g., a magnifying tool and store tracker), trustworthiness (e.g., social

media focus and live chat support), active marketing (e.g., featured discounts and add-ons), and

payment options (e.g., loyalty programs and instalments).

• An important take-away from the second section is that Chilean retailers are doing a good job,

which is a bit counterintuitive given that Amazon has no meaningful presence in the country.

Falabella scored the highest, followed by Cencosud and Ripley. Linio took the top spot in Mexico.

Also worth highlighting is that Mercado Libre offered the lowest price for the product we used in

our Mexico sample (a 64 GB iPhone X).

• Another important take-away is that Chilean retailers do not offer free shipping (perhaps as a

result of the small Amazon presence). In Mexico, MercadoLibre, Liverpool, and Elektra offer free

shipping. Across our sample, we found that average shipping costs amounted to 0.6% of the final

price. Finally, we were surprised to see many Mexican retailers in the middle or bottom of the pack

of our Scotiabank GBM shopping experience ranking, not a good spot to be in, in our view, given

Amazon’s expansion in Mexico.
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• In the third section of this report, investors can find a snapshot of the online capabilities of select

Latin American retailers, based on such factors as eCommerce sales as a percentage of total

sales and WiFi availability in-store. The Chilean retailers take the podium in this ranking, too, with

Falabella achieving the highest score. Walmex comes in third and is the best Mexican retailer in

our ranking, in part because Walmex plans to invest a bigger proportion of its capex in 2018 on

eCommerce than the other retailers.

• As eCommerce grows in the coming years, it will become crucial to track retailers’ capabilities both

offline and online. Comparing and contrasting eCommerce initiatives and strategies will be key to

estimating the returns and economics of omni-channel operations. For example, while Walmex is

investing heavily on logistics and in-house capabilities, Éxito has turned to joint ventures. In

Colombia, for example, Éxito has partnered with Rappi for last-mile delivery, which reduces capex

and opex but could potentially increase execution risks.

• In the next few chapters of the LatAm eCommerce Series, we will look into other eCommerce

themes that are relevant to Latin American retailers. Stay tuned.

https://www.rappi.com/restaurantes
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1. eCommerce sales ≈ sales of the top 10 global retailers. In 2017, global eCommerce sales totalled US$1,381
billion, slightly less than the US$1,426 billion combined global sales of the top 10 retailers (from highest to lowest):
Walmart Inc., Amazon.com, Inc., Costco Wholesale Corporation, Walgreens Boots Alliance Inc., The Kroger Co.,
Home Depot, Inc., Carrefour SA, Tesco PLC, Target Corp., and METRO AG (see page 9).

2. China and the United States account for about 60% of the global eCommerce market. China represents
32.5% of the market; the United States, 26.5% (see page 15).

3. China and Mexico are some of the fastest-growing eCommerce and retail markets. Between 2013 and 2017,
China’s CAGR for eCommerce sales was ~45% and for retail sales was 8.6%. Similarly, Mexico’s eCommerce
sales CAGR was 32%, and the rate for its retail sales was 5.9% (see page 19).

4. Despite these impressive growth figures, online penetration levels remain very low in Latin America, at only
4.2% (see page 12); China’s penetration stands at 20% (see page 18).

5. In our view, six factors contribute to most of the growth in eCommerce (see page 21):
a. Rising GDP per capita. c. Mobile penetration. e. Infrastructure and urbanization.
b. Internet availability. d. Banking penetration. f. Availability of product.

6. We believe that on a per capita basis, the difference in a country’s eCommerce spending versus the United
States will converge to the difference in its GDP per capita versus the United States.

7. China spends ~4% of its per capita GDP on eCommerce purchases (US$325) versus the ~2% spent by
Americans (US$1,125) – see page 31.
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For further information, please contact any of our offices.

http://www.scotiabank.com/ca/en/0,,12573,00.html
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