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DATA ANALYSIS — ECONOMIC ACTIVITY

Lucas Maynard*

A Weak Figure at the Start of 2Q21 e ey o

e In April, industrial production posted a weak figure, retreating 1.3% MoM-sa (34.7% YoY), below our
call (-0.7%) and market consensus (-0.1%). April’'s drop was partially cushioned by the mining industry
(+1.6%), while manufacturing fell sequentially (-2.2%).

e This result was the third decline in a row and placed industrial production 1.0% below the pre-
pandemic mark (February 2020). Looking at the breakdown, intermediate goods stood out by falling
0.8%, while non-durable goods also retreated (-0.9%). On the positive side, capital goods and durable
goods contributed positively by climbing 2.9% and 1.6%, respectively, but still with an accumulated
contraction. Looking at the details, this drop was quite widespread, with 72% of the subsectors retreating
in April.

e Regarding the quarter, data seem to indicate a negative outlook for the industrial sector. This result
left a carryover of -3.1% for 2Q21, and FGV soft data points to only a slight increase (0.7%) in industrial
confidence in May, not enough to give back March’s drop. These figures support the likelihood of a weak
figure for the sector in 2Q21.

e The IBC-Br tracking for April was updated to +0.8% MoM-sa from +1.0% MoM-sa. Next week, the
IBGE will release the tertiary sector data, complementing the information set used to project the monthly

GDP proxy.
Figure 1 — Industrial Production Breakdown
% MoM % YoY % QoQ
Feb-21 Mar-21 Apr-21 Feb-21 Mar-21 Apr-21 Feb-21 Mar-21  Apr-21
Total Industry -1.0 -2.2 -1.3 0.3 104 347 1.3 -0.5 -2.5
Mining -5.2 5.7 1.6 -6.6 -0.1 3.6 -0.7 0.9 1.2
Manufacturing -0.9 -3.1 -2.2 1.1 11.9 40.2 2.1 -0.8 -3.5
Capital Goods -35 -7.1 29 14.7 29.5 125.1 119 4.1 -34
Intermediate Goods 0.3 0.1 -0.8 04 10.1 258 038 0.3 0.0
Consumer goods -1.1 -114 -0.9 -3.1 74 41.1 19 -3.0 -8.3
Durable -35 -75 1.6 -8.2 12.0 430.5 1.9 -4.5 -8.8
Non-Durable -0.2 -10.7 -0.9 -16 6.2 17.1 14 -19 -6.6
Construction Supplies 1.0 -1.9 1.8 11.3 22.4 66.4 3.6 1.4 0.5

Sources: IBGE, Santander.
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Industrial production loses steam, retreating to below the pre-crisis mark. Industrial production
confirmed our expectations of a sequential decline, retreating by 1.3% MoM-sa (34.7% YoY), below market
consensus of -0.1% (our call: -0.7%). April's drop stems mainly from the 2.2% decline in manufacturing (our
call: -2.7%), partially cushioned by the mining industry’s increase of 1.6%. This negative figure was the third
decline in a row and placed industrial production 1.0% below the pre-pandemic mark.

Among economic categories, the monthly drop stemmed from intermediate and consumer goods. In
the breakdown, intermediate goods stood out by falling 0.8%, after two gains in a row, reflecting the sharp
drop seen in oil and biofuel coke (-12.5%), while non-durable goods retreated 0.9%. On the positive side,
capital goods and durable goods grew 2.9% and 1.6%, respectively, but were far from offsetting the retreat
seen in February and March. In our view, this growth reflects mainly the slight expansion of 1.5% in vehicles,
following two sharp declines in a row (-7.9% and -9.2%). In the details, as seen in March'’s drop, this decline
was quite widespread, with 72% of the subsectors retreating at the margin (vs. 64% in March).

Looking ahead, negative carryover and soft data point to a negative outlook for 2Q21. April’s figure left
a carryover of -3.1% for 2Q21 (-4.5% in manufacturing, which represents almost 60% of Industrial GDP).
Moreover, FGV soft data points to only a slight climb (0.7%) in industrial confidence in May (-0.7% in April),
far from fully offsetting March’s retreat. These figures reinforce the likelihood of a sectorial contraction in
2Q21. In our view, the industrial sector will still create something of a drag on the recovery, reflecting the
lingering impact of the pandemic and the widespread shortage of inputs. The IBC-Br tracking for April was
updated to +0.8% MoM-sa from +1.0% MoM-sa, and next week, the IBGE will release the tertiary sector
data, complementing the information set used to project the monthly GDP proxy. For details on Santander’s
economic activity scenario, please refer to our last chartbook:.

Figure 2.A. — Industrial Production Index (sa, 2012=100) Figure 2.B. — Economic Categories Index (sa,
2012=100)
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1 Santander Brazil Economic Activity - “Chartbook — Positive Surprises with Risks On The Upside” — May 25, 2021- http://bit.ly/Std-chart-
econact-may21
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Figure 3.A. — Industrial Production Related to

Figure 3.B. — Industrial Production Breakdown
Investment (sa, 2012=100)
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Sources: IBGE, Santander. Sources: IBGE, Santander.

* Variation relative to February's-2020 reading.
** Carryover left for 2Q21.

Figure 4.A. — Confidence (points, sa) x Capacity

Figure 4.B. — Inventories Perception: Excessive-
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Figure 5 - “Heatmap” Showing Industrial Production by Activity
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Figure 6 - “Heatmap” Showing Industrial Production by Economic Category
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