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e According to the January 2021 CAGED survey, net (unadjusted) formal job creation stood at +260k, (versus
consensus +189k, Santander estimate +210k), considerably better than the month’s historical average of
+51k and above the all-time record for the month (+181k in 2010).

e Seasonally adjusted net formal job creation dropped to 240.3k, from 374.3k in December. Therefore,
CAGED had another strong result, despite some deceleration at the margin. The three-month average now
indicates a payroll expansion of 328k jobs, pointing to a positive result for the sixth month in a row. With the
January result, the 12-month accumulated formal job creation has reached 286k (considering post-deadline
declarations up to November), fully offsetting the losses suffered during the pandemic.

e lItis important to note that, over the past few months, CAGED data has shown much better results than the
IBGE’s PNAD survey. Despite some signs of an initial normalization process in January, we believe CAGED
results may still be experiencing underreporting in layoffs in the recent period, as the number of responding
establishments is below the pre-pandemic average.

e In our view, further proof of this underreporting is the gap between new unemployment insurance claims
and CAGED layoff data, which is close to its all-time high (on a 12-month basis), indicating that the level of
monthly layoffs should be higher than the figures suggest.

e We consider that, since the beginning of 2H20, IBGE’s PNAD survey has painted a more precise picture of
the labor market than CAGED data. Therefore, in our view, the job market remains fragile, especially
considering the possibility of underreporting in CAGED layoffs and the pandemic’s impact on informal

workers.
Figure 1 — CAGED Breakdown (thousands)
Headline Headline (s.a.) Rec %**

Nov-20 Dec-20 Jan-21 Nov-20 Dec-20 Jan-21 Nov-20 Dec-20 Jan-21
Net Creation 4146 -67.9 2604 367.8 374.3 2403 62.3 88.1 1144
Creation 1532.2 12393 15271 1581.8 1577.9 15335 - - -
Destruction 1117.6 1307.2 1266.7 1214.0 1203.6 1293.2 - - -
Mining 1.1 -0.5 1.5 1.8 1.1 1.7 49 78 121
Construction 207 -43.0 435 38.3 337 250 67 99 130
Manufacturing 490 -382 872 654 839 458 42 62 82
Retail Sales 1791 62.6 9.8 87.0 659 62.3 25 40 6/
Agriculture -154 -23.0 330 54 19.7 239 225 289 343
Services 181.7 -8.3 813 2.4 170.5 76.2 1 10 34

* Total Jobs Lostin the crisis
** Percentage of the jobs lost in the crisis already recovered.

Sources: CAGED, 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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The January 2021 CAGED survey posted a net formal job creation of +260k, above both the market consensus
and our estimate (+189k and +210Kk, respectively). The figure stood at a considerably better level than the
month’s historical average of +51k, and above the all-time record for the month (+181k in 2010). In seasonally
adjusted terms, formal job creation dropped to 240.3k from 374.3k in December. Therefore, CAGED had
another strong result, despite some deceleration at the margin. The three-month average now points to a

payroll expansion of 328k jobs, also showing some deceleration at the margin, but pointing to a positive result
for the sixth month in a row.

Figure 2.A. Net Formal Job Creation (sa) Figure 2.B. Net Formal Job Creation
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Sources: CAGED, Santander. Sources: CAGED, Santander.

The January result stems from a 2.8% MoM sa drop in hirings, while layoffs posted a +7.4% MoM sa variation.
It was the first drop in hirings since April 2020, when the initial impacts of the pandemic hit the job market. On
the other hand, layoffs have returned to pre-crisis levels after several months below average. For the seventh
month in a row, all the main economic sectors posted positive net job creation results.

Figure 3.A. Job Creation and Destruction (sa) Figure 3.B. Net Formal Job Creation (sa)
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Sources: CAGED, Santander. Sources: CAGED, Santander.

Over the past few months, CAGED data has shown much better results than IBGE’s PNAD survey. We believe
CAGED results may be experiencing underreporting in layoffs in the recent period, as the number of responding
establishments is below its pre-pandemic average. Furthermore, the gap between new unemployment
insurance claims and layoffs in CAGED is close to its all-time high (on a 12-month basis), indicating that the
level of monthly layoffs should be higher than the figures suggest. Although the January results indicated a
slight normalization in this picture — as the level of layoffs increased and the number of reporting firms is the
highest since March 2020 — the distortions remain, in our view. If this normalization trend persists in the
following months, the CAGED data should post results lower than that observed throughout 2H20.
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Figure 4.A. Layoffs and Unemployment Insurance (% Figure 4.B. Unemployed: Santander Monthly
12m) Estimate (% YoY)
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Sources: CAGED, Ministry of Economy, Santander. Sources: IBGE, Santander.

The 12-month accumulated net formal job creation has reached 286k in January (considering post-deadline
declarations up to November), showing a clear recovery path. However, the possibility of a normalization in
CAGED layoffs, as well as new mobility restrictions following the resurge in the pandemic, may slow down this
recovery pace. On the other hand, the government has already signaled its intention of renewing the

Emergency Employment and Income Maintenance Program (BEm), which could mitigate job losses in the
following months.

Figure 5 — CAGED Net Job Creation (thousands, 12m)
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Sources: CAGED, Santander.

All'in all, we consider that, since the beginning of 2H20, IBGE’s PNAD survey has shown a more precise picture
of the labor market than CAGED. Therefore, in our view, the job market remains fragile, especially considering
the possibility of underreporting in CAGED layoffs and the pandemic’s impact on informal workers — which
are not covered by the CAGED survey, details in the link. Over the next few months, we expect some additional
deterioration in labor market, especially in PNAD data and in the informal sector, details in the link?. However,
some of this worsening may spill over into CAGED data, especially if the normalization trend in layoffs persist.

1 Santander Brazil Labor Market - “Stage Set for Labor Market Deterioration in 1H21” — February 26, 2021- Available on: http://bit.ly/Sant-
labor-260221

2 Santander Brazil Economic Activity - “Lingering Impacts to Slow the Recovery” — February 23, 2021- Available on: http://bit.ly/Sant-
econact-chart-fev2l
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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: Gabriel Couto*.
*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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