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Services Retreated at the End of 3Q21 O S o1 3653 B4

e The services sector disappointed in September. The headline index retreated 0.6% MoM-sa (11.4%
YoY), well below the market consensus (+0.5%) and breaking a string of five consecutive gains since the
pandemic’s resurgence seen earlier this year. This result still places the index 3.7% above the pre-
pandemic mark (February 2020). In quarterly terms, the index expanded 3.0% in 3Q21, highlighting an
acceleration over 2Q21 (+2.1%).

e Services to families were (again) in the spotlight (up 1.3% MoM-sa), ending 3Q21 with a solid 17.2%
QoQ-sa expansion and accelerating over 2Q21 (+4.2%). This segment still shows wide idleness
compared to the pre-pandemic mark (down 16.2% since February 2020), which leaves room for positive
contributions from the services sector to overall activity in 4Q21 and in 2022. All the remaining subsectors
posted weak monthly figures, with the Transports segment as a lowlight (down 1.9% MoM-sa). This result
stems mainly from the surprisingly retreat seen in Air Transports (-9.0% MoM-sa).

e We are maintaining our tracking for September IBC-Br at 0% (with little downside risk), which
implies a 0.15% growth in 3Q21. Additionally, we are maintaining our tracking of 3Q21 GDP at +0.2%
QoQ-sa, reflecting mainly our expectations of good growth contribution coming from segments that still
show wide idleness compared to the pre-crisis period (e.g., services to families, transports, health and
education services).

Figure 1. Services Sector Breakdown

% MoM % YoY % QoQ %
Weights  Jul-21 Aug-21 Sep-21 Jul-21 Aug-21  Sep-21 Jul-21 Aug-21 Sep-21 Feb-20

Total Services 100% 1.1 0.4 -0.6 17.8 16.5 11.4 3.1 4.3 3.0 3.7
Families 8% 1.7 4.3 1.3 76.0 42.3 323 19.4 28.6 17.2 -16.2
Accommodation and Food 7% 22 45 1.7 86.0 46.3 372 205 305 18.6 -16.2
Other Services to Families 1% 0.9 -0.3 0.0 334 235 9.2 104 9.5 5.2 -15.3
Information 31% -0.4 1.2 -0.9 111 13.6 10.0 3.5 3.2 1.6 9.9
Technology 26% 04 13 -1.2 10.0 12.9 94 2.6 25 1.6 11.0
Telecommunication 19% 09 0.0 -14 19 17 -03 0.5 04 0.2 -2.1
Information Technology 7% 17 2.1 -0.5 233 316 25.0 53 44 37 323
Audiovisual 5% -12.0 2.1 0.8 214 209 15.7 12.8 11.9 0.6 0.1
Professional 23% 0.1 -0.4 -1.1 14.4 12.9 9.5 2.4 2.9 1.3 -1.6
Professional 7% 56 -5.8 1.7 232 12.5 16.0 59 5.1 39 17.2
Administrative 16% -0.6 0.1 -1.6 11.0 12.9 7.1 19 23 0.7 -4.4
Transportation 31% -0.4 0.6 -1.9 20.9 19.3 13.7 4.4 43 1.8 55
Ground Transportation 18% -0.1 -0.6 -1.0 215 16.8 10.8 2.8 2.7 0.9 0.0
Water Transportation 2% 48 -28 -1.7 214 176 17 2.8 2.1 1.1 109
Air Transport 3% -5.7 6.9 -9.0 96.0 864 396 48.0 47.7 211 -17.6
Storage and Mail 9% -0.2 14 0.6 10.1 12.8 13.6 16 0.0 0.2 14.8
Other Services 7% -0.3 1.4 -4.7 111 11.6 -1.5 3.0 3.0 0.9 3.3

Sources: IBGE, Santander.
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Services sector’s real revenue surprised to the downside in September and marked the first decrease
since March. The headline index retreated 0.6% MoM-sa (+11.4% YoY), well below the market consensus
(+0.5%) and breaking a string of five consecutive gains since the pandemic’s resurgence seen earlier this year.
Despite the sequential retreat, this result still places the index 3.7% above the pre-pandemic mark (February
2020) and marked a solid quarterly growth, up 3.0% QoQ-sa and accelerating over 2Q21 (+2.1%). In our view,
the third quarter’s figure highlights a solid contribution to come from cyclical services to overall activity this period.
Although we see September’s figure implying a slight negative carryover to 4Q21 (-0.3% QoQ-sa), we maintain
our view of positive contributions in the remaining quarter of 2021, stemming mainly from those sectors that still
show wide idleness regarding the pre-pandemic period.

Transport segment disappointed amid a widespread drop. Ground transport’s weak figure (-1.0% MoM-sa)
came in line with the weakening seen in industrial activities but air transport disappointed by retreating 9.0%
MoM-sa, even with the increase in urban mobility and flight numbers seen recently. This segment stands now
almost 18% below the pre-pandemic mark and September’s result may reflect costs increases (e.g., fuels prices),
contributing to a 1.9% MoM-sa drop in the transport segment. Conversely, services to families continued the
rebound with an 1.3% MoM-sa expansion, the sixth gain in a row and marking a steep 17% Qo0Q-sa growth in
3Q21, a clear acceleration over 2Q21 result (up 4.2%). Throughout this pandemic period, services to families
has been highly correlating with important segments of GDP services (other services and public services, that
accounts for more than 30% of total GDP) and the solid quarterly figure seen for services to families make us
expect solid growth contributions to come from these segments to overall activity. Moreover, services to families
still shows significant idleness, recording a 16% gap relative to the pre-crisis mark, which leaves room for
sequential positive contributions to GDP growth in the coming quarters from the services sector, overcoming the
goods-related sector (industry and retail) activity drag. Based on IGet Services (our proprietary indicator), our
tracking for services to families in September stands at +1.1% MoM-sa (+23.5%).

The Brazil Central Bank’s (BCB) broad activity index (IBC-Br) comes out next week (November 16),
capping the batch of key activity releases for 3Q21. Based on the data available up to now (with the additional
releases of farm output and health servicessDATASUS data), we are maintaining our tracking for September
IBC-Br at 0% (with little downside risks), which implies a 0.15% QoQ-sa growth in 3Q21. Additionally, we are
maintaining our tracking of 3Q21 GDP at +0.2% Qo0Q-sa, reflecting mainly our expectations of good growth
contribution coming from segments that still show wide idleness compared to the pre-crisis period (e.g., services

to families, transports, health and education services). For details on Santander’s activity outlook, please
refer to our last chartbooks:.

Figure 2.A — Total Services (sa, 2014=100) Figure 2.B — Services Breakdown* (sa, 2014=100)
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Sources: IBGE, Santander. Sources: IBGE, Santander* The Other Services subsector includes

several activities such as brokerage, financial services, etc

1 Santander Brazil Economic Activity - “Chartbook — Downgrading the Estimate for 2022 and 2023” — November 05, 2021 — Available on:
https://bit.ly/Std-chart-econact-nov21

Santander Brazil Economic Activity - “Chartbook — Household Indebtedness Expected to Slow Lending in 2022” — November 09, 2021 —
Available on: https://bit.ly/Std-chart-credit-nov21
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Figure 3.A — Total Services (sa, % MoM)

Figure 3.B — Services Breakdown (sa, % MoM)
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Source: IBGE, Santander. Sources: IBGE, Santander.
Figure 4.A — IGet Services (sa, 2016=100) Figure 4.B — IGet Services and Services to Families
(nsa, %YoY)
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Source: Santander. Sources: IBGE, Santander.
Figure 5 — “Heatmap” Showing Services Volume by Subsector
By Subsector (% MoM sa)
Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21  Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21
Families 10.55 -2.29
Accomodation and Food 10.69 -242 19.02 9.59 222
Other Services to Families 10.77 1.66 1.96 -4.96 1.52 9.12 243 0.89 -0.29 0.00
Information 243 1.55 0.81 0.81 -0.60 0.30 2.31 245 -0.48 2.50 -0.38 1.23 -0.93
Technology 2.09 0.76 0.66 0.09 1.88 2.59 145 045 134 -1.23
Telecommunications 0.69 0.00 1.96 0.00 —0.46 0.92 OOO
Information 4.06 2.59 -1.17 217 148 1.69 2.07
Audiovisual and News 584 031 581 101 |G 527 2.05
Professional 0.84 0.56 2.90 -0.13 2.69 3.14 -1.40 -0.26 1.81 1.77 0.12 -0.37 -1.12
Technical and Professional B 380 [S15500 286 319 -054 041 3.10 118 | 556 | 9575 169 |
Administrative 1.92 0.40 1.61 145 1.30 3.98 -1.61 -1.38 2.68 1.36 -0.61 0.12 -1.60
Transportation 275 1.22 241 -0.24 2.94 4.58 -1.75 -0.22 424 1.61 -0.42 0.63 -1.89
Ground Transportation 2.96 178 2.15 4.90 5.84 -2.33 -1.25 4.07 0.73 -0.12 -0.61 -0.98
Water Transportation 3.57 3.19 0.19 -1.67

Air Transport
Storage and Mail

5,779

-0.18 137

Other Services

231

-0.29 138

Sources: IBGE, Santander
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