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COUNTDOWN TO

RI0 2016:

THREE WEEKS =
LEFT T0 GO

* Traveler data intelligence firm
ForwardKeys.com forecasts that arrivals to
Rio from July 27—August 21 will increase by
148% year over year, due to the Olympics,
and that arrivals from September 1-18 will
be up 23%, due to the Paralympics (which
run September 7-18 in Rio).

*  Brazil’s Ministry of Tourism said that
spending by international visitors grew by
11.5% in the first quarter of 2016, compared
to the same period last year, and that
tourists injected USS$2.3 billion into the
economy during the period, up from US$2.0
billion in the first quarter of 2015.

* According to the Brazil Business Bureau,
foreign brands that include Dunkin’ Donuts,
Johnny Rockets, Sears, Apple, Gap, Topshop,
Forever 21, Desigual, Uniglo, Clarks, Sephora
and The Body Shop have all either opened
new stores in Brazil since 2013 or plan to
open new stores in the country by the end of
2020.

* Rio 2016 expects sales of official Olympics
DEBORAH WEINSWIG merchandise in Brazil to total approximately

MANAGING DIRECTOR, RS$1 billion (US$288.8 million).
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COUNTDOWN TO RI0 2016: THREE
WEEKS LEFT T0 GO

Fung Global Retail & Technology is counting
down the weeks until the 2016 Summer
Olympic Games in Rio de Janeiro, Brazil, which
begin on August 5. The Olympic Games have
evolved into one of the best-managed global

brand-marketing outlets in the world due to their N

global reach, and they are one of the largest and Qbozotéw
most profitable of all media events. We will be

tracking developments and news related to OC@
business, the economy, politics, retail and

technology in the run-up to the Games.
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COUNTDOWN: THREE WEEKS
RIO OLYMPICS EXPECTED TO BOOST DUTY-FREE AND TRAVEL RETAILERS

Visitors from all over the world will attend the Rio 2016 Olympics in Brazil,
but the majority of tourists are expected to be arriving from the US and
neighboring Argentina. ForwardKeys.com, a traveler data intelligence
company, forecasts that arrivals to Rio from July 27—August 21 will increase
by 148% year over year, due to the Olympics, and that arrivals from
September 1-18 will be up 23%, due to the Paralympics (which run
September 7-18 in Rio).
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Figure 1. Total Expected Share of International Arrivals to Brazil: Jul. 27-Aug. 21
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An agreement between Rio’s Antonio Carlos Jobim International Airport
(popularly known as Galedo) and American-owned travel retailer Dufry
allowed Dufry to expand its duty-free space in the airport from 4,000 square
meters to 11,000 square meters. It also allowed Dufry to expand its general
travel retail shops in the departure and arrival areas in the airport’s newly
remodeled Terminal 2. The extension agreement will last until 2023 for
Dufry’s duty-free business and until 2021 for its duty-paid business at
Galedo.

TOURISTS ARE COMING TO SPEND

In June and July 2014, Brazil hosted the FIFA World Cup soccer
championship, and spending in tourism-related industries soared due to the
influx of foreigners who came to watch and participate in the tournament.
During those two months, tourists spent a total of $1.6 billion in the
country, according to the Brazilian central bank.

Figure 2. Change in Tourist Spending in Brazil, by Category: Jun. 8-Jul. 2, 2014 vs.
Same Period in 2013
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Foreign spending in Brazil grew during the first quarter of 2016. The
country’s Ministry of Tourism said that spending by international visitors
grew by 11.5% in the first quarter, year over year, and that those tourists
injected USS$2.3 billion into the economy, compared to US$2.0 billion in the
first quarter of 2015. Continued growth is expected, as Australian,
Canadian, American and Japanese tourists can now enter the country
without a visa, making it easier and cheaper to travel to Brazil during the
Games.

Some retailers are set to take advantage of the influx of tourists, and many
have opened new stores in the months leading up to the Olympics.

INTERNATIONAL BRANDS TURN THEIR ATTENTION TO RIO

While the Brazilian economy has been struggling for the past couple of
years, the outlook in the country still remains favorable for international
brands. Brazil’s government announced in early July that it expects its
budget deficit to shrink in 2017 and the economy to return to growth, of
1.2%, after a two-year contraction.

According to the Brazil Business Bureau, foreign brands that include Dunkin’
Donuts, Johnny Rockets, Sears, Apple, Gap, Topshop, Forever 21, Desigual,
Uniglo, Clarks, Sephora and The Body Shop have all either opened new
stores in Brazil since 2013 or plan to open new stores in the country by the
end of 2020.

Some companies, however, have scaled back their initial plans due to the
recession. H&M, which in 2013 had planned to open 40 stores in Brazil in
the medium term, canceled its plans due to higher-than-anticipated costs
related to bureaucracy and steep competition. Despite these challenges,
other brands, such as Forever 21, have moved forward and reaped the
benefits of doing so: when the company opened its first store in Brazil in
2014, the lines were up to five hours long in its first weeks of operation.

Source: Amanhd.com.br

RIO 2016 OPENS 132 RETAIL STORES COUNTRYWIDE FOR OLYMPICS
TOURISTS AND FANS

Fans will have the opportunity to buy T-shirts, hats, pins, toys and even a
line of wines from the 132 official Rio 2016 stores set to open across the
country by the time the Games start. Many stores will be in airports and
other transportation hubs to attract tourist purchases.
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By the start of the Games, approximately 8,000 official Rio 2016 products
will be available. Rio 2016 expects the merchandise to generate sales of
around RS1 billion (US$288.8 million).

Y.

Source: Rio2016.com

The largest Rio 2016 store will be a 4,200-square-meter Olympic Park
megastore, and the second largest will be a 1,800-square-meter store near
Copacabana beach. Additional superstores will be opened in the Athletes
Village, Maracana Stadium and the Olympic Stadium.

Rio 2016 also has an e-commerce store, where all of the official
merchandise, including the Rio 2016 Nike collection, is for sale within Brazil.
Due to Visa’s long-term partnership with the Olympics and its position as an
official sponsor, Visa is the only form of payment (other than cash) that will
be accepted in Rio 2016 stores and on the Rio 2016 website throughout the
Olympic Games.

The opening of the Copacabana megastore marked the first purchases ever
made using Visa’s new wearable technology, which includes the Visa
Payment Ring and the Pulseira Bradesco Visa Bracelet. Visa has also
partnered with Swatch to create the Swatch Bellamy, a contactless payment
device that maintains the company’s Swiss-modern designs and colors.

ot o
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Tick different

Source: Swatch.com
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CONTEXT

Brazil is the first South American country ever to host the Olympics, and it
has faced both challenges and triumphs as it has undertaken rapid and
expansive development in order to succeed in its role as host.

The Summer Olympic Games, taking place August 5-21 in Rio, constitute one
of the most highly anticipated global sporting events and are expected to
generate record-breaking viewership numbers. According to Nielsen, the
Beijing Olympics attracted 4.7 billion viewers over 17 days in 2008. In 2012,
NBC’s London Summer Olympics broadcasts were the most-watched television
event in US TV history. Thus, all eyes are on Brazil as it prepares to host more
than 10,000 athletes and hundreds of thousands of tourists.

MACROECONOMIC CONDITIONS IN BRAZIL

According to the Instituto Brasileiro de Geografia e Estatistica, Brazil is
currently facing:

* Unemployment of 11.2%
* Inflation of 9.3% (April 2016 versus April 2015)
* An exchange rate of RS1 = USS$0.30

* A6.7% decline in retail sales volume in 2016

Figure 3. Brazilian GDP: YoY % Change
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Figure 4. Price of the Brazilian Real in USD: Jun. 2011-May 2016
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RIO OLYMPICS BUDGET FIGURES
According to the International Olympic Committee (10C):

* The 2007 proposed balanced Olympic budget from the Organising
Committees for the Olympic Games (OCOG) was US$2.82 billion.

* The 2007 proposed non-OCOG capital investment budget was US$11.1
billion.

* The current operating Olympic budget is R$7.4 billion (US$1.85 billion).

* Total private and public Olympic-associated expenditures have totaled
US$10 billion.
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