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Solid growth but only partial recovery 45511 3553 7495

e Following last quarter’s strong rebound, 4Q20 GDP grew 3.2% QoQ-sa (versus consensus of 2.8%),
which though solid, was not enough to offset the pandemic’s impact, with GDP reaching levels still 1.1%
below the pre-crisis mark (4Q19). Regarding full-year figures, the 2020 contraction was 4.1% (in line with
our estimate).

e The composition of 4Q20 growth shows a solid performance by non-farm sectors (supply), with
services posting sequential gains (+2.7%), but still far from fully recovering to pre-crisis levels; industry
(+1.9%) consolidated the recovery, sharply increasing in 2H20. On the demand side, we highlight strong
investment growth (+20%) — though this could be contaminated by accounting effects on oil platform
imports — and household consumption (+3.4%) — subsequent to the payment of the emergency aid and
the economy’s gradual reopening.

e In terms of outlook, the 4Q20 results imply a carryover of 3.6% for 2021 that could be partially
mitigated by deteriorating economic activity in 1Q21 (our current estimate is -0.4%), mainly in the
tertiary sector, given the materialization of the fiscal cliff and the setback of the economy’s reopening
process following the pandemic’s resurgence.

GDP solidly expanded in 4Q20, though not enough to offset the pandemic’s impact. The growth of 3.2%
QoQ-sa was above consensus and our call (2.8%), positioning the economy at levels 1.1 below the pre-
pandemic level (4Q19). Regarding the full-year figure, 2020 recorded a contraction of 4.1%, the sharpest
decline in recent decades, but a still much better than expected result for economic activity than what was
anticipated at the outset of the pandemic (median expectations reached ~-6%).

Among sectors, there was a well-diffused increase at the margin, with solid growth in the non-farm
sectors. On the supply-side, the services sector solidly increased (2.7% QoQ-sa) on the heels of the advances
in the economy’s reopening process throughout the quarter, but with the YoY variation of -2.2%, reflecting the
fact that this sector has been a laggard in the economic recovery. In the details, transports and retail, the two
sectors mainly affected by lockdown measures, posted QoQ growth of 6.2% and 2.7%, respectively, with the
former still recording a sharp YoY variation of 4.3%. Less affected services — like financial and rent services
— were virtually stable, in our opinion, with quarterly results of -0.3% and 0.8%, respectively. Regarding
industry, the solid growth (1.9% QoQ-sa) consolidated 2H20’s full-recovery, with this result stemming mainly
from the manufacturing industry (4.9%), in the wake of solid demand for goods and inventory replenishment.

On the demand side, a sharp contribution from domestic absorption. Household consumption posted
solid growth (3.4% QoQ-sa), subsequent to the payment of the emergency aid and the economy’s gradual
reopening. The large (and temporary) government transfers boosted the real wage bill, sustaining goods
demand, while the economy’s reopening supported increased consumption of services provided to
families. With respect to investments, the strong growth (20% QoQ-sa, an all-time high gain) was driven by
increased net consumption of capital goods and the construction sector, in an environment of easier financial
conditions, boost in house market and rise in commaodity prices, but it may be contaminated by the account

IMPORTANT DISCLOSURES/CERTIFICATIONS ARE IN THE “IMPORTANT DISCLOSURES” SECTION OF THIS REPORT.
U.S. investors' inquiries should be directed to Santander Investment at (212) 350-0707.
*Employed by a non-US affiliate of Santander Investment Securities Inc. and is not registered/qualified as a research
analyst under FINRA rules, is not an associated person of the member firm, and therefore may not be subject to
FINRA Rules 2241 and 2242 and incorporated NYSE Rule 472 restrictions.



Santander Brazil Macroeconomic Research Brazil Data Analysis March 3, 2021 &

effects of oil platform imports. Indeed, filtering this issue, we estimate a quarterly growth of 10.7% (+7.5%
YoY). Net exports, have contributed negatively to GDP, as imports (+22.0% QoQ s-a.) sharply increased
following the plummet seen in the previous quarter (9.6% fall in 3Q20) and given the partial recovery of
domestic demand. Exports fell 1.4%.

Savings and Investments end 2020 at higher rates than 2019. As expected throughout the year, amid an
environment with precautionary savings but also with easier financial conditions, there was an increase in
savings (15.0% over 12.6% in 2019) and in investments (16.4% over 15.4% in 2019).

A strong carryover for 2021, but partially mitigated by a likely deterioration in activity expected for the
coming quarter. In terms of outlook, the fourth quarter’s result implies a strong carryover of 3.6% for 2021,
which should be partially mitigated by the deterioration in economic activity expected for 1Q21 (our current
estimate is -0.4%), especially in the tertiary sector, given the materialization of the fiscal cliff and the
setback of the economy’s reopening process following the pandemic’s resurgence. Indeed, our
proprietary coincident indicators of retail sales and services already point in this direction! 2. We expect
industrial production to be supported in 1H21 by an inventory replenishment process, but a downside risk to
this scenario is the widespread shortage inputs seen in manufacturing sectors (also a worldwide issue), that
may compromise supply capacity of domestic industry. For more details regarding our economic activity
scenario, see link belows.

Figure 1. GDP Projections Breakdown

3Q20 4Q20e 4Q20 2020

Weights % YoY % QoQ % YoY % QoQ % YoY % QoQ % Year
GDP 100% -3.9 7.7 -1.6 2.8 -1.1 3.2 -4.1
Supply
Taxes 15% -5.1 11.3 -1.8 33 0.2 5.2 -4.9
Agriculture 4% 0.4 -0.6 0.1 -0.2 -0.4 -0.5 2.0
Industry 17% -0.9 15.4 0.8 1.4 1.2 1.9 -3.5
Mining 16% 1.0 2.1 -5.1 -3.3 -6.7 -4.7 1.3
Manufacturing 55% -0.2 24.4 3.1 3.0 5.0 49 -43
Construction 15% -7.9 6.0 -3.0 2.8 -4.8 -04 -7.0
Utilities 14% 38 8.4 0.1 -2.3 1.5 -1.2 -0.4
Services 63% -4.8 6.4 -2.4 2.6 -2.2 2.7 -4.5
Retail 20% -1.3 16.2 1.0 1.5 2.5 2.7 -3.1
Transports 6% -10.4 12.9 -5.0 5.5 -4.3 6.2 -9.2
Information 5% -1.3 3.1 1.3 2.9 2.4 3.8 -0.2
Financial 8% 6.0 14 5.0 36 3.1 -0.3 4.0
Other Services 22% -14.4 7.8 -8.9 73 -9.4 6.8 -12.1
Rents 13% 2.7 1.1 32 0.6 35 0.8 2.5
Public Services 25% -5.4 3.2 -5.6 0.4 -3.8 1.8 -4.7
Demand
Consumption 64% -6.0 7.7 -3.2 3.2 -3.0 3.4 -5.5
Government 21% -5.3 3.5 -3.8 1.3 -4.1 1.1 -4.7
Investments 18% -7.8 10.7 12.2 18.6 13.5 20.0 -0.8
Exports 17% -1.1 -2.0 -7.2 -3.0 -4.3 -1.4 -1.8
Imports -17% -25.0 -9.6 0.2 25.5 -3.1 22.0 -10.0

Sources: IBGE, Santander.

1 Santander Brazil Economic Activity - “IGET Fevereiro (Prévia): Varejo devolve parte das perdas” — February 19, 2021- Available (in
Portuguese) on: http://bit.ly/Sant-iget-previa-fev21

2 Santander Brazil Economic Activity - “IGET Fevereiro (Prévia): Servicos mostram alta na margem” — February 19, 2021- Available (in
Portuguese) on: http://bit.ly/Sant-iget-serv-fev21

® Santander Brazil Economic Activity - “Economic Activity Chartbook - Lingering impacts to slow the recovery” — February 23, 2021-
Available on: http://bit.ly/Sant-econact-chart-fev21
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Figure 2.A — Real GDP (points, sa) Figure 2.B — Real GDP (points, sa)
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Figure 3.A — GDP Supply (% QoQ sa) Figure 3.B — GDP Demand (% QoQ sa)
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Figure 5.A — GDP Contributions (% QoQ sa) Figure 5.B — GDP Contributions (% YoY)
8 = Domestic Demand External Demand 8 B Domestic Demand External Demand
4 I |nventories (proxy) —GDP . nventories (proxy) —GDP
4
0 o8 - —
_4 _4
-8 -8
-12 -12
X 2 2 2 2 2 2 2 g & 1| X 2 @ 2 2 2 2 2 g 8 2
Sources: IBGE, Santander. Sources: IBGE, Santander.
Figure 6 — Yearly Changes and Contributions
Weigths % YoY Yearly Contributions (p.p)
4Q20 19Q3 19Q4 20Q1 20Q2 20Q3 20Q4 19Q3 19Q4 20Q1 20Q2 20Q3 20Q4
GDP 100% 1.3 1.6 -0.3 -10.9 -3.9 -1.1 1.3 1.6 -0.3 -10.9 -3.9 -1.1
Supply
Taxes 15% 22 22 -0.3 -145 -5.1 0.2 0.3 0.3 0.0 -15 -0.7 0.0
Agriculture 4% 1.1 -1.4 4.0 2.5 0.4 -0.4 0.0 0.0 0.3 0.2 0.0 0.0
Industry 17% 0.5 1.0 -0.3 -14.1 -0.9 1.2 0.1 0.2 -0.1 -2.5 -0.2 0.2
Mining 16% 4.2 4.1 5.5 7.1 1.0 -6.7 0.1 0.1 0.1 0.2 0.0 0.2
Manufacturing 55% -1.5 0.8 -1.1 -20.9 -0.2 5.0 0.2 0.1 -0.1 2.1 0.0 0.5
Construction 15% 43 0.0 -1.6 -136 -7.9 -4.8 0.1 0.0 0.0 0.4 -0.2 -0.1
Utilities 14% 17 -1.0 -1.1 5.5 38 15 0.0 0.0 0.0 -0.1 0.1 0.0
Services 63% 1.3 1.8 -0.7 -10.2 -4.8 -2.2 0.8 1.1 -0.4 -6.6 -3.0 -1.4
Retail 20% 2.4 2.1 0.7 -14.4 -13 2.5 0.3 0.2 0.1 -15 0.2 0.3
Transports 6% 0.1 0.8 -1.5 -20.7 -10.4 -43 0.0 0.0 -0.1 -0.8 -0.4 0.2
Information 5% 55 53 13 3.4 -13 2.4 0.2 0.2 0.0 -0.1 0.0 0.1
Financial 8% 15 3.2 1.1 5.7 6.0 3.1 0.1 0.2 0.1 0.4 0.4 0.2
Other Services 22% 16 22 -3.6 -20.8 -14.4 9.4 0.2 0.3 -0.5 2.9 -1.9 -1.3
Rents 13% 2.0 13 2.0 18 2.7 3.5 0.2 0.1 0.2 0.2 0.2 0.3
Public Services 25% -0.7 0.3 -1.1 -84 -5.4 3.8 -0.1 0.0 -0.2 14 -0.8 -0.6
Demand
Consumption 64% 2.1 2.3 -0.7 -12.2 -6.0 -3.0 1.4 1.5 -0.5 -7.4 -3.7 -1.9
Government 21% -1.1 -0.1 -0.8 -8.5 -5.3 -4.1 -0.2 0.0 -0.1 -1.9 -1.0 -0.9
Investments 18% 4.1 0.5 6.0 -13.9 -7.8 13.5 0.7 0.1 0.9 -2.1 -1.3 2.5
Exports 17% -3.3 -4.8 -2.4 0.7 -1.1 -4.3 -0.5 -0.7 -0.3 0.1 -0.2 -0.7
Imports -17% 2.2 0.6 5.2 -14.6  -25.0 -3.1 -0.3 -0.1 -0.8 2.3 3.6 0.5

Sources: IBGE, Santander.
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Figure 7 — Quarterly Changes and Contributions

Weigths % QoQ-sa Quarterly Contributions (p.p)

4Q20 19Q3 19Q4 20Q1 20Q2 20Q3 20Q4 19Q3 19Q4 20Q1 20Q2 20Q3 20Q4

GDP 100% -0.1 0.4 -2.1 -9.2 7.7 3.2 -0.1 0.4 -2.1 -9.2 7.7 3.2
Supply

Taxes 15% -0.3 -0.5 -1.3 -12.7 104 33 0.0 -0.1 -0.2 -13 15 0.5
Agriculture 4% 1.4 -0.2 2.0 -0.9 -0.6 -0.5 0.1 0.0 0.1 -0.1 0.0 0.0
Industry 17% 0.3 -0.2 -0.9 -13.1 15.4 1.9 0.1 0.0 -0.2 -2.3 2.9 0.3
Mining 16% 9.0 2.9 -3.1 -1.2 2.1 -4.7 0.3 0.1 -0.1 0.0 0.1 -0.1
Manufacturing 55% -1.4 0.0 -0.9 -18.9 244 4.9 -0.1 0.0 -0.1 -1.9 27 0.5
Construction 15% 0.0 -3.8 -24 -7.7 6.0 -04 0.0 -0.1 -0.1 -0.2 0.2 0.0
Utilities 14% -13 1.0 0.2 -5.5 84 -1.2 0.0 0.0 0.0 -0.1 0.2 0.0
Services 63% 0.3 0.1 -2.1 -8.6 6.4 2.7 0.2 0.1 -1.3 -5.6 4.0 1.7
Retail 20% 0.7 -0.7 -1.2 -13.3 16.2 27 0.1 -0.1 -0.1 -1.4 20 0.3
Transports 6% 0.5 -0.3 -1.7 -19.1 129 6.2 0.0 0.0 -0.1 -0.7 0.5 0.2
Information 5% 1.1 0.1 -1.7 -2.8 3.1 38 0.0 0.0 0.0 -0.1 0.1 0.1
Financial 8% 13 19 0.2 2.1 14 -0.3 0.1 0.1 0.0 0.1 0.1 0.0
Other Services 22% -0.3 1.0 -54 -16.8 7.8 6.8 0.0 0.2 -0.8 24 1.0 1.0
Rents 13% 0.2 0.0 0.8 0.8 1.1 0.8 0.0 0.0 0.1 0.1 0.1 0.1
Public Services 25% -0.1 0.3 -1.9 -6.7 3.2 1.8 0.0 0.0 -0.3 -1.1 0.5 0.3
Demand

Consumption 64% 0.6 0.3 -1.9 -11.3 7.7 3.4 0.4 0.2 -1.2 -6.8 4.8 2.2
Government 21% -0.2 -0.1 -0.7 -7.7 3.5 1.1 0.0 0.0 -0.1 -1.7 0.7 0.2
Investments 18% 2.6 -2.5 2.4 -16.3 10.7 20.0 0.4 -0.4 0.4 -2.5 1.7 3.7
Exports 17% -0.5 2.2 -2.2 1.1 -2.0 -1.4 -0.1 0.3 -0.3 0.2 -0.4 -0.2
Imports -17% 2.8 -5.3 -0.3 -11.8 -9.6 22.0 -0.4 0.8 0.1 1.8 1.4 -3.7

Sources: IBGE, Santander.

Figure 8 — Revisions

4Q19 1Q20 2Q20
%QoQ %QoQ %QoQ
Oold Revised old Revised Oold Revised
GDP 0.2 0.4 -1.5 -2.1 -9.6 -9.2
Taxes -0.5 -0.5 -1.3 -1.6 -12.7 -129
Agriculture -1.7 -0.2 2.9 2.0 -0.2 -0.9
Industry 0.1 -0.2 -0.9 -0.9 -13.0 -13.1
Mining 1.2 2.9 -2.5 -3.1 -0.3 -1.2
Manufacturing 0.9 0.0 -1.1 -0.9 -19.1 -18.9
Construction -3.8 -3.8 -1.7 -2.4 -8.1 =77
Utilities 0.5 1.0 0.3 0.2 -5.1 -5.5
Services 0.4 0.1 -1.5 -2.1 -9.4 -8.6
Retail -0.2 -0.7 -1.1 -1.2 -13.7 -13.3
Transports 0.0 -0.3 -2.0 -1.7 -19.0 -19.1
Information 1.1 0.1 -2.2 -1.7 -3.2 -2.8
Financial 14 19 0.2 0.2 2.6 2.1
Other Services 0.8 1.0 -5.1 -5.4 -16.9 -16.8
Rents 0.1 0.0 0.8 0.8 0.8 0.8
Public Services 0.8 03 -1.6 -1.9 -7.0 -6.7
Consumption 0.4 0.3 -2.0 -1.9 -11.3 -11.3
Government -0.3 -0.1 -0.5 -0.7 -7.7 -7.7
Investments -2.7 -2.5 2.4 2.4 -16.5 -16.3
Exports 1.7 2.2 -1.9 -2.2 1.6 1.1
Imports -4.7 -5.3 -0.5 -0.3 -12.4 -11.8

Sources: IBGE, Santander.
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