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A Positive Surprise, Driven by Supermarkets 45511 3553 7495

e Broad retail sales surprised positively in March. The headline index declined by 5.3% MoM-sa, a much
better result than the steep tumble expected by the market (-11.5%). Regarding core retail sales (ex auto
and construction materials), the index posted a slight decrease of 0.6%, while the consensus was at -5.1%.
In comparison to the pre-crisis period (February 2020), the headline broad index is running 3.6% below that
mark.

e March’s resilient figure was mainly driven by Supermarkets, whose solid growth partially mitigated
the sharp tumble in the credit-led segments. As they are considered an essential activity, Supermarkets
showed resilience during the pandemic’s resurgence, expanding by 3.3% in March. Furniture and Vehicles
stood out on the negative side, retreating by 22% and 20%, respectively, while Clothing also posted a sharp
decrease (41.5%). In the details, nine of the ten segments that form broad retail sales showed monthly
declines.

e Going forward, our proprietary indicator (IGet) already points to a rebound of broad retail sales in
April. Moreover, vehicle sales (per Fenabrave) sharply expanded in April. Based on this information set, our
tracking of broad retail sales for April stands at +12.3% MoM-sa (41.1% YoY).

Figure 1 — Retail Sales Breakdown

Jan-21 Feb-21 Mar-21
% MoM % YoY % QoQ % MoM % YoY % QoQ % MoM % YoY % QoQ
Core Retail Sales -0.2 -0.3 -3.6 0.5 -3.9 -5.9 -0.6 2.4 -4.3
Fuels 0.1 -7.8 -0.1 -0.8 -10.6 -1.9 -5.3 -14 -34
Hypermarkets, supermarkets -1.8 1.2 -2.8 0.7 -4.6 -2.5 33 -3.9 -1.2
Fabrics, clothing and footwear -8.3 -21.3 -3.9 7.5 -18.8 -11.7 -41.5 -12.0 -23.8
Furniture and home appliances -11.4 -5.2 -9.3 9.9 0.6 -8.0 -22.0 11.9 -14.3
Pharmaceutical 23 12.9 4.8 -0.4 8.8 2.6 -0.1 12.1 1.9
Books, papers and magazine -24.0 -53.2 10.7 24.6 -41.0 -10.7 -19.1 -19.6 -21.1
Office equipment and supplies 1.7 -13.5 -1.7 -0.8 -10.2 -4.7 -4.5 0.9 -4.7
Other 7.6 9.8 -6.9 -2.5 2.0 -7.9 -5.9 29.9 -4.4
Broad Retail Sales -2.3 -3.1 -1.1 3.2 -1.9 -2.8 -5.3 10.1 -3.9
Building Materials -1.0 111 -6.0 2.4 18.1 -5.0 -5.6 334 -3.7
Vehicles -4.3 -15.5 4.4 8.9 -3.6 0.6 -20.0 27.6 -6.4

Sources: IBGE, Santander.

IMPORTANT DISCLOSURES/CERTIFICATIONS ARE IN THE “IMPORTANT DISCLOSURES” SECTION OF THIS
REPORT.
U.S. investors’ inquiries should be directed to Santander Investment Securities Inc. at (212) 583-4629 / (212) 350-3918.
* Employed by a non-US affiliate of Santander Investment Securities, Inc. and is not registered/qualified as a research
analyst under FINRA rules.
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Retail activity positively surprised in March, mainly due to Supermarkets. The headline index retreated
by 5.3% MoM-sa, a much better result than the steep slump expected by the market (-11.5%). Regarding the
core index (which excludes auto sales and construction materials), the index posted a slight decrease of
0.6%, while the consensus was at -5.1%. The main explanation for the gap between actual figures and
expectations is the figure for Supermarkets. Since they are considered an essential activity, Supermarkets

showed considerable resilience during the worst periods of the pandemic’s resurgence, even in an
environment with lower disposable income.

In quarterly terms, the broad index ended 1Q21 with a sharp contraction. The index posted a 3.9% drop
QoQ-sa (up by 3.2% in 4Q20), and in comparison to the pre-crisis period (February 2020), the headline index

is running 3.6% below that mark. Looking ahead, March’s figure implies a substantial negative carryover of
-2.5% to 2Q21.

Despite the lower than expected decline, the drop was widespread across segments. Sales retreated in
nine of the ten segments that form broad retail sales. Furniture and Vehicles stood out, retreating by 22% and
20%, respectively, while Clothing also posted a sharp decrease (41.5%). The breakdown highlights that the
figure for Supermarkets partially mitigated the hard impact of the plummet in credit-led segments.

Figure 2.A — Retail Sales (sa, 2014=100) Figure 2.B — Core Retail Sales (sa, 2011=100)
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Figure 3.A — Broad Retail Sales (sa, 2014=100) Figure 3.B — Sensitivity Analysis (sa, 2011=100)
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Going forward, our proprietary indicator (IGet) already points to an expansion of broad retail sales in
April. Mobility seems to be recovering faster than expected, which we think may indicate that there were
some tailwinds for retail sales in April. In addition to this positive outlook, vehicle sales sharply expanded in
April, according to Fenabrave. Based on this information set, our tracking of broad retail sales for April stands

at +12.3% MoM-sa (41.1% YoY). See link below:.

We forecast a stable GDP in 1Q21 (+0.2% QoQ-sa). The upsurge in the pandemic was more intense in
March, which led to the adoption of tighter social distancing measures on a national basis and to tertiary
sectors being hard hit. Even considering this scenario, we expect stable 1Q21 GDP, but with sequential
deterioration in 2Q21 (-0.6% QoQ-sa). For details on Santander’s economic activity scenario, please

refer to our latest chartbookz.

Figure 4 — “Heatmap” Showing Retail Sales Trend by Component

Retail Sales (% 3MMA sa)

Mar-20

Apr-20

May-20

Jun-20

Jul-20

Aug-20

Sep-20

Oct-20 Nov-20 Dec-20

Jan-21

Feb-21

Mar-21

Core Retail Sales -0.31 -6.08 -2.96 -0.08 4.63 2.16 1.22 0.39 -1.82 -2.19 -2.03

Fuels -3.75 -8.37 -7.10 -1.51 4.29 3.15 1.67 0.96 -0.36 -0.68 -0.82 -1.98
Hypermarkets, supermarkets -1.68 -0.70 -0.73 -0.64 -1.49 -0.39

Fabrics, clothing and footwear 2.87 -0.94

Furniture and home appliances -14.75 -6.67 -1.68

Pharmaceutical -4.83 -2.61 =181 1.18

Office equipment and supplies

Books, papers and magazine -5.33 -13.66 -10.94 -0.87 15.24 8.53 2.84 0.68 1.12 -1.20 -1.57 -2.01 -1.21
Others -7.24 -16.38 -10.41 9.09 21.19 14.93 5.78 3.84 -1.60 -2.37 -0.44
Broad Retail Sales -3.54 -9.63 -6.59 1.35 10.25 6.69 361 2.12 0.97 -0.40 -1.70 -0.75 -1.50
Building material -6.35 13.90 6.46 2.03 -0.22 -2.76 -1.97 -0.32 -1.42
Vehicles -21.95 4.74 2343 14.62 8.00 5.76 4.24 -1.36 - -5.56

Sources: IBGE, Santander.

1 Santander Brazil Economic Activity - “IGET Abril: Uma recuperag@o no comego do trimestre” — May 06, 2021 - Available (in Portuguese)

on: http://bit.ly/Std-iget-abril

2 Santander Brazil Economic Activity - “Chartbook - Lingering Impacts to Keep Recovery at a Slow Pace” — April 13, 2021- Available on:

http://bit.ly/STD-chartbook-Act-apr21
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This report has been prepared by Santander Investment Securities Inc. ("SIS"; SIS is a subsidiary of Santander Holdings USA, Inc.
which is wholly owned by Banco Santander, S.A. "Santander"), on behalf of itself and its affiliates (collectively, Grupo Santander)
and is provided for information purposes only. This document must not be considered as an offer to sell or a solicitation of an offer
to buy any relevant securities (i.e., securities mentioned herein or of the same issuer and/or options, warrants, or rights with respect
to or interests in any such securities). Any decision by the recipient to buy or to sell should be based on publicly available
information on the related security and, where appropriate, should take into account the content of the related prospectus filed with
and available from the entity governing the related market and the company issuing the security. This report is issued in Spain by
Santander Investment Bolsa, Sociedad de Valores, S.A. (“Santander Investment Bolsa”), and in the United Kingdom by Banco
Santander, S.A., London Branch. Santander London is authorized by the Bank of Spain. This report is not being issued to private
customers. SIS, Santander London and Santander Investment Bolsa are members of Grupo Santander.

ANALYST CERTIFICATION: The following analysts hereby certify that their views about the companies and their securities
discussed in this report are accurately expressed, that their recommendations reflect solely and exclusively their personal opinions,
and that such opinions were prepared in an independent and autonomous manner, including as regards the institution to which they
are linked, and that they have not received and will not receive direct or indirect compensation in exchange for expressing specific
recommendations or views in this report, since their compensation and the compensation system applying to Grupo Santander and
any of its affiliates is not pegged to the pricing of any of the securities issued by the companies evaluated in the report, or to the
income arising from the businesses and financial transactions carried out by Grupo Santander and any of its affiliates: Lucas
Maynard*.

*Employed by a non-US affiliate of Santander Investment Securities Inc. and not registered/qualified as a research analyst under
FINRA rules, and is not an associated person of the member firm, and, therefore, may not be subject to the FINRA Rule 2242 and
Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances, and trading securities
held by a research analyst account.

The information contained herein has been compiled from sources believed to be reliable, but, although all reasonable care has
been taken to ensure that the information contained herein is not untrue or misleading, we make no representation that it is
accurate or complete and it should not be relied upon as such. All opinions and estimates included herein constitute our judgment
as at the date of this report and are subject to change without notice.

Any U.S. recipient of this report (other than a registered broker-dealer or a bank acting in a broker-dealer capacity) that would like
to effect any transaction in any security discussed herein should contact and place orders in the United States with SIS, which,
without in any way limiting the foregoing, accepts responsibility (solely for purposes of and within the meaning of Rule 15a-6 under
the U.S. Securities Exchange Act of 1934) for this report and its dissemination in the United States.
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