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Quarterly Contraction

e In March, industrial production confirmed expectations of a steep decline, retreating at the margin
by 2.4% MoM-sa (above the market’s expectations of -3.0%). March’s drop was partially cushioned by
the mining industry (+5.5%), while manufacturing fell sequentially (-3.2%), as expected.

e This result brought the index to the pre-crisis reading, after six months above that level. In
quarterly terms, industrial production ended 1Q21 down by 0.4%, with a significant negative carryover (-
2.0%) to 2Q21.

e In the breakdown, Non-Durable Goods and Durable Goods stood out by falling 10.2% and 7.8%,
respectively. Capital Goods posted a weak figure (-6.9%), highlighting a loss of momentum after the
recent sharp increases. In the details, these negative results stem mainly from the auto industry, with
Vehicles posting decreases of 3.5% and 13.0% in the Capital Goods and Durable Goods categories,
respectively.

e Looking ahead, soft data points to a weak start in 2Q21. FGV confidence data points to a loss of
steam in April, with industrial confidence declining at the margin and with the perception of excessive
inventories rising.

Figure 1 — Industrial Production Breakdown

% MoM % YoY % QoQ
Jan-21 Feb-21 Mar-21 Jan-21 Feb-21 Mar-21 Jan-21 Feb-21 Mar-21
Total Industry 0.3 -1.0 -24 2.4 0.3 10.4 3.0 1.5 -04
Mining 1.4 -5.2 5.5 0.2 -6.6 0.0 -4.6 -0.7 0.8
Manufacturing -0.4 -0.7 -3.2 2.7 1.1 11.9 43 2.2 -0.6
Capital Goods 48 -37 -6.9 16.8 147 29.5 183 115 39
Intermediate Goods -0.9 04 0.2 3.1 04 10.1 0.9 1.0 0.5
Consumer goods 0.8 -1.1 -11.0 -14 -3.1 74 43 2.0 -2.8
Durable -1.6 -34 -7.8 -3.8 -8.2 12.0 8.6 20 -4.5
Non-Durable 17 -0.2 -10.2 -0.7 -1.6 6.2 2.6 15 -1.7
Construction Supplies -0.2 0.9 -1.8 12.7 11.3 224 5.8 3.7 1.4

Sources: IBGE, Santander.

IMPORTANT DISCLOSURES/CERTIFICATIONS ARE ATTACHED.
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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Industrial production loses steam, retreating to the pre-crisis mark. In March, industrial production
confirmed expectations of a substantial decline, retreating at the margin by 2.4% MoM-sa (greater than the
market’s expectations of -3.0%) and returning to the readings seen in February 2020. This drop was patrtially
cushioned by the mining industry (up 5.5%), while the manufacturing industry fell sequentially (down 3.2%),
as expected. In quarterly terms, industrial production ended 1Q21 down by 0.4% (+4.7% in 4Q20), confirming
the expectations of a lower impact on production from the resurgence of the pandemic in comparison to the

first wave of contagion last year. Looking ahead, March’s negative figure left a significant carryover of -2.0%
for 2Q21.

Among economic categories, March’s negative figure was relatively widespread. In the breakdown,
Non-Durable Goods stood out by falling 10.2%, reflecting the decline in Clothing (-15%), Pharmaceuticals
(-10%), and Textile Products (-8.0%). Durable Goods’ steep decline (-7.8%) stems mainly from vehicle
production (-8.0%), such as the drop for Capital Goods, whose vehicles component posted a weak figure (-
3.5%). The latter figure highlights the loss of momentum of Capital Goods after a sharp rebound through
January, albeit still well above the pre-crisis mark. Intermediate Goods were again the exception, posting a

resilient figure (+0.2%), the second gain in a row. This category tends to be highly inertial, which helps to
mitigate sharp drops in production.

Figure 2.A. — Industrial Production Index (sa, 2012=100) Figure 2.B. — Economic Categories Index (sa,
2012=100)
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Figure 3.A. — Industrial Production Related to Figure 3.B. — Recovery Breakdown
Investment Indexes (sa, 2012=100)
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Looking ahead, soft data points to a weak start in 2Q21. FGV confidence data points to a loss of steam in
April, with industrial confidence declining at the margin (but still above the neutral mark) and with the
perception of excessive inventories rising. We anticipated that the level of inventories below what is
considered desirable (see Figure 4.B), still-high confidence, and high capacity utilization (see Figure 4.A) to
remain significant tailwinds for future production. However, we now believe that, following the resurgence of
the pandemic, the widespread shortage of inputs and the continued spread of the virus will compromise the
performance of domestic factories in the coming months. Regarding the auto industry, April is likely to have
been affected by some factories still granting mandatory vacation to their employees and halting production,
at the least up to the first half of the month. For details on Santander’s economic activity scenario,
please refer to our latest chartbook:.

Figure 4.A. — Confidence (points, sa) x Capacity Figure 4.B. — Inventories Perception: Excessive-
Utilization (%, sa) Insufficient (points, sa)
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Figure 5 - “Heatmap” Showing Industrial Production by Activities

By Activity (% MoM sa)
Apr-20  May-20  Jun-20 Jul-20 Aug-20  Sep-20  Oct-20 Nov-20 Dec-20 Jan-21 Feb-21  Mar-21
Food products S os0 210 0.29 185 -431 270 279 052 021

Oil and biofuel coke 1835 1648 5.8 332 090 119 070 142 134 02 1.68
Veicles 1391 417 9.93 414 036

Metalurgy 2927 1069 1868 370 4.08 319 154 145 -066
Other chemical products 757 09 766 583 042 000 253 530 021 051 276 427
Machines and equipments 3142 1315 1144 1534 136 1272 226 372 605 253 228 074
Metalic products except machines and equipments 2582 1780 1392 1363 300 3.04 283 323 48 066 | 389 | 104
Non-mentalic minerals -26.20 20.80 16.75 11.89 4.27 4.68 1.90 055 1.09 043 -0.54 -2.49
Rubber and plastic products 2723 1277 1745 1155 571 270 219 215 399 121 0.10 449
Beverages 3732 7073 2393 284 211 019 245 357 [ o2 os 341
Cellulose,paper and paper-based products |30 647 [0500] 360 125 410 -1.01 037 230 538 0.90 027
Machines, equipments and eletric material -33.91 20.83 26.86 10.09 2.36 575 048 3.13 0.23 1.28 -1.03 -2.09
Computer equipments, eletronics and optical products -33.69 29.06 20.57 15.24 1.03 5.08 -0.36 -1.46 6.03 - 039 0.64
Pharmaceuticals N o -0.44 6.06 an [l s oer 25
Manufacture of clothing and accessories -41.18 1933 7.26 1.1 4.49 832 9.60 035

Leather, travel items and footwears -49.66 51.34 16.19 12.36 5.06 7.29 -3.76 174

Textile products -40.13 995 3548 | 2635 9.81 5.53 238 198 -2.48

Other transport equipments, except motor vehicles 56.52 6.12 - 1.13 -4.24 13.99 6.84

Repair of Machines and equipments -8.22 134 353 366 0.5 177 145 585 1.67 537
Furniture -3680 4801 2937 1774 361 1.08 -1.19 -1.56 134 200 035 [N
Personal Care s s P e -418 -058 039 33 300 0.10
Wood products 7.82 188 19.29 1151 -0.60 5.24 354 037 083 251 133 386
Printing and playback of recordings 0.00 0.35 -0.24 16.08
Miscellaneous -3091 2900 | 2951 873 5.42 291 0.87 061
Tobacco products -9.79 20.13 7.60 0.93 -3.09 9.09 348

Sources: IBGE, Santander

1 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


http://bit.ly/STD-chartbook-Act-apr21
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Figure 6 - “Heatmap” Showing Industrial Production by Economic Category

By Activity (% MoM sa)
Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21
Capital Goods Computer equipments, eletronics and optical products 22.0 9.8 10.1 9.9 49 43 E) 47 [ 174 25 05
Machines, equipments and eletric material -11.1 16 10.6 18 -15 9.4 21 32 21 -35 - 22
Machines and equipments 266 151 8 165 44 8.3 32 104 31 18 0.9 38
Vehicles 1810 60.1 207 45 11 1.7 2.3 26 35
Other transport equipments, except motor vehicles 12 229 203 204 w02 [l %o e 3o
Miscellaneous 7. 12.2 5.4 -0.7 0.8 26 10 -15 12
Intermediate Goods Mining - 36 6.0 23 24 17 28 10 0.0
Food products -6.3 0.7 -4.7 -3.0 0.6 2.6 21
Textile products 333 2.9 348 214 38 2.7 10.9 &- 33
Cellulose,paper and paper-based products s sa - 29 03 06 12 10 1.0
Oil and biofuel coke -19.0 198 63 0.4 0.2 1.0 3.4 06 25
Other chemical products 128 21 71 7.3 3.2 6.0 05 11 18 23
Rubber and plastic products -24.9 1.2 15.9 122 17 15 5.2 2.3 07 15
Non-mentalic minerals -24.7 15.9 2 10.9 01 0.1 18 0.5 05 11
Metalurgy -30.0 1o [EEIN 171 21 12 [a74a | a0s 2.7 0.1
Metalic products except machines and equipments -30.1 218 1.3 123 48 15 42 26 31 03 4.2 14
Machines and equipments -38.1 16.8 134 17.4 6.0 105 18 02 7.7 45 0.4 38
Vehicles e 1330 so1  [Waza SR 01 0.2 1.4 6.3 65 | 50 65
Miscellaneous -22.7 7.7 241 111 39 6.4 2.9 49 9
Durable Goods Computer equipments, eletronics and optical products 435 452 29.2 225 23 58 19 Ay
Machines, equipments and eletric material
Vehicles
Other transport equipments, except motor vehicles
Furniture -44.2 66.3
Miscellaneous -50.2 0.9
Non Durable Goods Food products 04
Beverages -21.5 1.4
Textile products 573 487
Manufacture of clothing and accessories 408 05
Leather, travel items and footwears 543 613
Printing and playback of recordings 443
0il and biofuel coke 0.0 7.2
Personal Care -4.4
Pharmaceuticals 0.8
Miscellaneous -21.5 14 29.7 8.0 13 0.0 -0.5 0.6 0.4 -0.8 0.3 -0.2

Sources: IBGE, Santander.
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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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