LIVEPOL (BUY, PT$118.00)

Flash: Liverpool Day. Strategies remain focused on
Omnichannel

= Investor Day main strategies were focused on achieving Omnichannel
leadership and leveraging eCommerce growth, alongside product
differentiation and customer experiences

=  We favor measures intended to develop key business areas, although
backdrop risks continue, due to the possible slowdown in growth rates
and profitability pressures

Outlook and measures announced during investor day were mostly in line with
expectations. Surprises were minor, although they represent important means of
consolidation and expansion in the medium term. In this context, there are 3 key
objectives: (1) Grow eCommerce 3x in the next 5 years; (2) become the
Omnichannel leader and in eCommerce; (3) Create a differentiated experience
for each customer.

Action plan is based on 5 main pillars. In this sense, Liverpool identifies 5 core
points that will allow it to continue growing: (1) Brand, seeking to develop its
positioning based on its department stores recognition; (2) Customer loyalty,
that is, to maintain programs such as '‘pampered customer' that encourage them to
remain or increase purchases, as well as to promote Omnichannel strategies and
information processing to make the best product offering based on taste,
preferences, and needs; (3) Brands and assortment, where they will continue to
seek to increase their market share with product lines already distributed, but also
integrating some store exclusives (4) Physical positioning, representing an
important leverage catalyst for digital sales for distribution and; (5) Scope of
financial services, aiming to expand the range of alternatives in credit,
investments, and insurance.

Omnichannel among the main growth strategies. The company is making
significant efforts to continue driving expansion based on its digital platforms for
sales, distribution, and collection of products. Although by 2022 year-end, digital
sales advanced 20.3%, an increase of 19.2% is forecast for 2023. To achieve this,
3 transformation elements will be driven for stores: being service centers,
distribution points, and a complete customer experience. Based on the above, the
Value-Added Service (VAS) plan is established, with which they estimate
revenues of MXN 1.7 billion in 2023. In addition, they expect 5.6 million digital
customers by 2023 (vs. 4.8 million in 2022). In addition, the PLAN (Plataforma
Logistica Arco Norte) is expected to contribute to delivery productivity,
considering that by 2025 it will be fully operational, and all distribution centers
will be fully converted to meet Omnichannel needs.
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Expansion update at Liverpool Day. For Liverpool, it was highlighted the
renovation of some stores considered as relevant and to support Liverpool
Express growth. In the latter aspect, it is proposed as an approach format with the
entire catalog of products and services that the company has, as well as an
advisory space for digital platforms for customers. On the other hand, some
branches they would be integrating are electric vehicles (EV) segment through
the Chinese brand BYD (Build Your Dreams); establishing a 3-point vision: to
make BYD the number one EV brand; Liverpool to be the main EV distributor in
Mexico and to seek the infrastructure for charging this type of cars. The rest of
the new products would be Transfers, loans to SMEs, and motorcycles, as well
as alternative payment methods such as Minipagos, LiverpoolCa$h, and
FacilCas$h. Suburbia currently has 179 stores but plans to open 15 stores in 2023
and 20 more in 2024.

Some ESG criteria (environmental, social and governance). The company
presented 3 objectives based on the 2040 Environmental Committee, which were
the following: (1) Carbon footprint, planning to reduce 260 thousand tons of CO2
and be completely zero by 2040; (2) recycle 100% of all possible waste, and (3)
achieve water balance.

Short-term backdrop is complex, which makes us continue to be cautious,
but the outlook and business strategies are positive. We believe that the series
of measures presented will continue to propitiate growth during the year, while
leveraging the proximity of its stores to customers, which was reaffirmed and
surprised with profitability in 4Q22. However, backdrop challenges remain due
to the possibility of a slowdown in growth rates, as well as pressure on margins
derived from the persistence of high inflation levels. Recalling that, in the last
conference call, an EBITDA margin was proposed for 2023 between 16.4% and
16.9%, very much in line with 2019 but below 2022 at 17.4%. Additionally,
Liverpool would be proposing a dividend in the coming weeks, where the amount
has not yet been defined, but would represent a participation rate of ~20% of
earnings. We favor expansion prospects for the company, while we will be
closely monitoring 1Q23 performance, particularly growth strength and
profitability evolution, and will integrate it into our updated estimates.
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