& Santander

Macroeconomic Research

BRAZIL MACRO May 13, 2021
DATA ANALYSIS —- ECONOMIC ACTIVITY

Lucas Maynard*
lucas.maynard.da.silva@santander.com.br
+5511 3553 7495

Activity Positively Surprises in 1Q21

o Despite the monthly drop, Brazil Central Bank’s (BCB) activity indicator surprised positively in
March. The headline index fell by 1.6% (6.3% YoY), above market consensus of -3.4% (our call: -3.4%)
and the first drop since April 2020, breaking a string of ten increases.

e March's figure placed the economy at levels 0.6% above the pre-crisis mark, according to this
indicator. This monthly drop reflects the steep decline in the tertiary sector (services: -4.0% and broad
retail sales: -5.3%) and the drop seen in industrial production (-2.4%).

e In quarterly terms, the IBC-Br ended 1Q21 with solid growth of 2.3%. This result left a carryover of
-0.4% for 2Q21; however, a positive start in 2Q21 could partially mitigate any negatives. April’s consistent
recovery of mobility and our proprietary index (IGet) already point in this direction.

o Activity’s positive surprises of the last few months imply upside risks to our nearly stable 1Q21
GDP forecast (+0.2% QoQ-sa). Our tracking was updated to +0.6% QoQ-sa (from +0.4%). For 2Q21,

rapidly increasing mobility, along with some positive activity figures for April also suggest upside risks to
our projection (-0.6% QoQ-sa).

Figure 1 — Economic Activity Breakdown

% MoM % YoY % QoQ
Jan-21 Feb-21 Mar-21 Jan-21 Feb-21 Mar-21 Jan-21 Feb-21 Mar-21
IBC-Br 0.9 1.9 -1.6 -0.5 1.0 6.3 2.6 2.7 2.3
Industrial Production 0.3 -1.0 -2.4 2.4 0.3 10.4 3.0 1.5 -0.4
Core Retail Sales -0.2 0.5 -0.6 -0.3 -3.9 24 -3.6 -5.9 -4.3
Broad Retail Sales -2.3 3.2 -5.3 -3.1 -1.9 10.1 -1.1 -2.8 -3.9
Services Sector 0.3 4.6 -4.0 -5.0 -1.8 4.5 4.4 3.9 2.8

Sources: IBGE, BCB, 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) 350-918.
* Employed by a non-US affiliate of Santander Investment Securities, Inc. and is not registered/qualified as a research
analyst under FINRA rules.




Santander Brazil Macroeconomic Research

Brazil Data Analysis May 13, 2021

Economic activity positively surprised again in March. The BCB published its monthly activity indicator for
March, capping the batch of activity index releases for the month. The IBC-Br posted a monthly drop of 1.6%
MoM-sa (6.3% YaoY), considerably above market consensus of -3.4% (6.1%) and our call (-3.4%). The wide
gap between actual data and estimates stems mainly from a non-linearity in the seasonal adjustment procedure
in this neighborhood. March’s decline was the first negative figure since April 2020, breaking a string of ten
gains in a row. The first figures of 2021 painted a picture of resilience in economic activity, particularly
considering the withdrawal of the government income transferences and the relapse of the pandemic.

Figure 2.A — IBC-Br (sa, 2013=100) Figure 2.B — Economic Activity Indexes (sa,

February 2020=100)
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Sources: BCB, Santander. Sources: IBGE, BCB, Santander.
Figure 3 — Recovery Breakdown
Mar-21 % MoM % QoQ % Feb-20* Carryover**
IBC-Br -1.6 2.3 0.6 -04
Industrial Production -2.4 -0.4 0.0 -2.0
Core Retail Sales -0.6 -4.3 -0.3 -0.2
Broad Retail Sales -5.3 -3.9 -3.6 -2.5
Services -4.0 2.8 -2.8 -1.2

Sources: IBGE, BCB, Santander.

* Variation relative to February 2020 (seasonally adjusted basis)
** Carryover for 2Q21.

March's figure placed the economy at levels 0.6% above the pre-crisis mark, according to this indicator.
This drop was not enough to give back the recent gains, and the index is still running above January’s reading.
In quarterly terms, the IBC-Br ended 1Q21 with solid growth of 2.3%, but looking at the data from a sectorial

perspective, first quarter’s figure is consistent with a resilience of the services sector, while the goods sector
(industry? and broad retail sales®) suffered more substantially.

2 Santander Brazil Economic Activity - “Industrial Production Ends 1Q21 with Quarterly Contraction” — May 05, 2021 - Available on:

http://bit.ly/Std-econact-050521

3 Santander Brazil Economic Activity - “A Positive Surprise, Driven by Supermarkets” — May 07, 2021 - Available on: http:/bit.ly/Std-econact-
070521
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Weaker-than-expected negative carryover for 2Q21. Despite the monthly retreat, March’s tumble left a slight
negative carryover of -0.4% for the second quarter. A positive start in 2Q21 will contribute to a likely mitigation
of any negatives. April’s consistent recovery of mobility and our proprietary index (IGet) already point in this
direction. See details in the links.

Activity’s positive surprises of the last few months imply upside risks to our nearly stable 1Q21 GDP
forecast (+0.2% QoQ-sa). Our tracking was updated to +0.6% QoQ-sa (from +0.4%). For 2Q21, rapidly
increasing mobility, along with some positive activity figures for April also suggest upside risks to our projection
(-0.6% QoQ-sa). For details on Santander’s economic activity scenario, please refer to our last
chartbooks.

Figure 4.A — GDP vs IBC-Br (Full-Year %) Figure 4.B — GDP vs IBC-Br (sa, QoQ%)

EmGDP ®m|BC- Br mGDP m[BC-Br
9 8.1

86
6
32
32
, 29 e 3 .1: 402 07 03 II
I 0.9 II 09 13 0. 0 - Z mm g = =
0 1 Il . Il [ [ 3 ' -0.5 12

- [
-03 I %
3 -1.7

[}

.
2Q20 © ————
©

-9
- - -4.0
. 42 -43 12
D o — o ™ < [T} ©0 N~ e} o o <« ] () ()] )] (o)} o o o
=) — — — — - — — — - - I - - — — - — N N Y
S 8 8§ 8 8 8 8 8 8 8 8 ¥ g ¢ <2 /8 g 9 ¢ g 9
Sources: IBGE, BCB, Santander. Sources: IBGE, BCB, Santander.
Figure 5 — “Heatmap” Showing Economic Activity by Coincident Indexes
By Index (% MoM sa)
mai/20 jun/20 jul/’20 ago/20 set/20 out/20 nov/20 dez/20 jan/21 fev/21 mar/21 abr/21
Light Vehicles Production I a0 S 2% 102% 17% 8.2% 37% 29% | -69%  -132%  38%

Heavy Vehicles Production 578.8%  324%  12.7%  121% | 20.6% 7.5% 1.3% 04% [B8% | L11% 3.4%
Steel Production 17.1% 4.2% 7.9% 7.5% 0.0% 2.8% 3.7% -7.3% 1.0% -6.6% -

Corrugated Fiberboard Production -8.5% 11.3% 4.1% 3.0% 2.9% -2.5% -0.4% 2.0% 0.6% - -3.5%
Heavy Vehicles Road Flow 10.3% 9.6% 4.2% 2.8% 0.7% 1.5% -0.5% 0.7% 0.5% -0.2%

§ Energy 3.4% 4.4% 2.8% 2.8% -0.1% -0.7% 1.9% -1.0% 0.2% 1.3%

S Capacity Utilization (FGV)* 520 10.4% 8.6% 41% 3.9% 2.0% -0.1% 0.5% 0.8% 1.0% SR |

"~ Capacity Utilization (CNI)* 6.0% 3.8% se% | 22% | L18% 0.9% 0.0% 1.0% 0.0% -0.5%
Intermediate Goods Imports -2.5% 5.4% 10.5% 3.9% 2.7% 1.4% 4.4% 2.2% -
Motorcycles Production 871.5% 6.4% 5.7% -1.3% 12.3%
Oil Production -7.2% 7.2% -1.0% -2.3% -2.6% 4.0% 0.1%
Cement Consumption 11.8% 8.3% -0.3% 2.2% -1.8% -3.9% 6.2% 1.5% -3.2%
Autovehicles Sales 17.1% 111.6% 16.2% 9.0% 4.9% 2.1% 4.0% -3.4% -0.8% -15.0% 9.9%
Light Commercial Sales 2.7% 57.1% 20.4% 17.7% 7.6% 1.3% 3.8% -12.0% 23.4%
Motorcycles Sales 04%  637% 6o [ so% | 29% 8%  04% 1550 [N
Light Vehicles Road Flow 29.8% 20.1% 19.3% 6.0% 4.5% -0.8% -5.1% -3.7% 4.7% -17.4% 0.2%

_  Broad IGet 152% 9% 4.5% 1o 2% [ oox 29w siw 98w 73w

£ Credit to Households 0.5% 12.1% 3.1% 5.8% 6.1% 1.5% 1.6% -6.6% -3.7% -5.7% -

©  ACSPSPC -7.2% 18.8% 24.4% 17.4% 9.0% 2.1% 2.2% 0.1% -10.5% 15.7%
ACSP Usecheque Bl 0 6.5% 190%  68% 41% 35%
Serasa 2.4% 16.5% 4.8% 4.9% 3.0% 2.7% 2.9% -0.3% 0.2% -10.4%
Consumer Confidence (current) -0.9% 8.6% 1.5% -0.3% -0.8% -2.9% -2.3% 2.1% -7.9% 0.8%
Retail Confidence (current) -5.1% 19.8% 22.8% -0.2% -5.6% 1.7% -1.3% -4.4% -2.6% -11.8% 6.4%
Capacity Utilization (FGV)* B o 16% 0.0% -0.6% 22% 0.7% T1% | 12%  |E0%Leln

¢ Services Confidence (current) 2.7% 12.3% 10.9% 8.2% 0.1% 3.4% 0.4% 1.1% -0.9% -1.7% -5.3% 0.5%

S IGet Services 24.0% 8.8% 7.5% 17.4% 12.4% 14.0% -3.7% -1.0% 19.0%

@ ANAC Flights 34.1% 70.5% 3.0% - -
Heavy Vehicles Road Flow 10.3% 9.6% 4.2% 2.8% 0.7% 1.5% -0.5% 0.7% 0.5% o2 [

Sources: Anfavea, Fenabrave, IBS, ABCR, Abraciclo, Funcex, ANP, BCB, ACSP, Serasa, FGV, ANAC, Santander

4 Santander Brazil Economic Activity - “Um Comecgo Positivo de Trimestre” — May 04, 2021 - Available (in Portuguese) on: http://bit.ly/Std-
iget-serv-abril

5 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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*Employed by a non-US affiliate of Santander Investment Securities Inc. and not registered/qualified as a research analyst under
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The information contained herein has been compiled from sources believed to be reliable, but, although all reasonable care has been
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