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PERFORMANCE IN 2Q23

e After a strong result in 1Q23, we expect a deceleration in GDP growth in 2Q23. We are revising our
2Q23 GDP growth forecast to +0.1% QoQ-sa, slightly above the figure presented in our most recent
scenario update (+0.0% QoQ-sa). If our projection is on the mark, it would imply an important deceleration
in QoQ-sa variations, on the heels of the diminishing effects from the massive contribution of farm output
in 1Q23, following the record volume for summer grain crops. In annual terms, while we expect Brazil's
economy to post a 1.9% growth result in 2023 (+2.9% in 2022 and +5.0% in 2021), we acknowledge some
risks: on the upside, a still resilient labor market may continue to boost domestic demand; on the
downside, the still tight financial conditions could have an even larger-than-expected weight on cyclical
activities.

e For the supply side, we forecast tepid performances among sectors, with a negative contribution
from farm output. We expect a contraction in farm output (-1.6% QoQ-sa), but not enough to offset the
strong result seen in 1Q23 (+21.6% QoQ-sa). After accelerating in 1Q23, we forecast deceleration (+0.2%
QoQ-sa) for the services sector. In our view, transport (+0.7% QoQ-sa), information (+0.7% QoQ-sa), and
retail (+0.6% QoQ-sa) should be the highlights. Conversely, public services (0.0% QoQ-sa) and financial
services (0.0% QoQ-sa) should have the smallest contributions, per our projections. For industry, after a
retreat in 1Q23, we forecast a 0.2% QoQ-sa expansion, owing mainly to mining (+0.5% QoQ-sa). We
project a flat result in manufacturing (+0.0% QoQ-sa), while construction could post a decrease (-0.6%
QoQ-sa). We expect utilities to post a 0.2% MoM-sa growth.

e On the demand side, we forecast divergent performances between the components. We expect
household consumption to increase 0.8% QoQ-sa, the eight gain in a row, following gains in both services
and goods consumption. We expect investments to decline 0.7% QoQ-sa, the third contraction in a row,
owing to construction growth losing steam, and continued weakening in machines and equipment. We
also expect a negative contribution from the external sector, with hefty expansions in both exports (+3.0%
QoQ-sa) and imports (+4.0% QoQ-sa). It is important to note that, although farm output had its impact
concentrated in the first quarter, agricultural exports tend to be concentrated in the second quarter.
Therefore, our proxy for inventories may report increased volatility in 1H23, contributing positively in 1Q23
and negatively in 2Q23.

e The official data will be available next week (Friday, September 1). If our projections are met, the
result would imply a 2.5% carryover for 2023 and would place the economy 6.5% above the pre-pandemic
mark (we have set the mark at 4Q19). However, we believe financial conditions will continue to stifle
cyclical activities, and the outlook for 2023 remains challenging amid a tight Brazil Central Bank (BCB)
policy and an expected global growth deceleration. We forecast 1.9% GDP growth in 2023, with a
slowdown in cyclical supply components, but we also expect strong growth for non-cyclical farm output,
reflecting all-time high results for the grain harvest.
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Figure 1 — GDP Projections Breakdown*

1Q23 2Q23e Roll 4Q 4Q19* 2023**
% YoY % QoQ % YoY % QoQ % % %

GDP 100% 4.0 1.9 2.3 0.1 3.3 6.5 2.5
Supply

Taxes 15% 3.0 -0.1 0.8 0.0 2.7 5.2 0.7
Farm Output 7% 18.8 21.6 15.0 -1.6 6.0 19.0 18.4
Industry 19% 1.9 -0.1 0.5 0.2 2.4 3.7 0.5
Mining 23% 7.7 2.3 6.5 0.5 0.5 2.7 5.2
Manufacturing 51% -0.9 -0.6 -2.6 0.0 0.6 -1.6 -1.5
Construction 14% 1.5 -0.8 -1.5 -0.6 53 14.0 -0.9
Utilities 12% 6.4 1.7 45 0.2 94 13.8 4.2
Services 59% 2.9 0.6 1.7 0.2 3.9 6.9 1.6
Retail 21% 1.6 03 0.8 0.6 1.8 4.2 0.8
Transports 6% 5.1 1.2 45 0.7 7.5 11.7 3.1
Information 5% 6.8 -14 3.7 0.7 5.7 23.2 2.4
Financial 9% 4.6 1.2 2.5 0.0 1.8 6.0 32
Other Services 23% 4.3 -0.5 1.5 0.1 9.1 10.5 1.3
Rents 14% 2.8 03 2.5 0.2 2.8 8.4 1.8
Public Services 24% 04 0.5 1.0 0.0 0.7 -0.1 0.5
Demand

Consumption 61% 3.5 0.2 2.5 0.8 4.5 5.0 2.0
Government 19% 1.2 0.3 1.0 -0.5 0.9 1.9 0.6
Investments 19% 0.8 -3.4 -3.6 -0.7 2.7 14.0 -2.9
Exports 20% 7.0 -0.4 12.5 3.0 5.2 15.7 5.8
Imports 19% 2.2 -7.1 1.4 4.0 4.2 2.0 -2.9

Sources: IBGE, Santander estimates. * We have set up the pre-crisis mark at 4Q19. ** Carryover calculated to 2023.

For details on Santander’s economic activity outlook, please refer to our last reports?.

1 Santander Brazil Economic Activity: “Fourth Easing in a Row for Financial Conditions in July” — July 27, 2023 — Available on:
https://tinyurl.com/Std-FCl-jul23

Santander Brazil Economic Activity: “SAl Contracts in June” — August 22, 2023 — Available on: https://tinyurl.com/Std-SAl-aug23
Santander Brazil Economic Activity: “Increasing our 2024 GDP Growth Forecast” — August 16, 2023 — Available on: https://tinyurl.com/Std-
chart-econact-aug23
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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. Santander US Capital Markets
LLC, 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 US Capital Markets LLC and is
not registered/qualified as a research analyst under FINRA rules and is not an associated person of the member firm and therefore is not
subject to FINRA Rule 2241 or FINRA Rule 2242 and restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst account. The information contained within this report has been compiled from sources
believed to be reliable. Although all reasonable care has been taken to ensure the information contained within these reports is not untrue
or misleading, we make no representation that such information is accurate or complete and it should not be relied upon as such. All
opinions and estimates included within this report constitute our judgment as of the date of the 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 Santander US Capital
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Rule 15a-6 under the U.S. Securities Exchange Act of 1934) for this report and its dissemination in the United States. Hong Kong (HK):
This report is distributed in Hong Kong by Banco Santander, S.A. (a public limited liability company incorporated in Spain) which has a
branch in Hong Kong. Banco Santander, S.A., Hong Kong Branch is regulated as a Registered Institution by the Hong Kong Monetary
Authority for the conduct of Advising and Dealing in Securities (Regulated Activity Type 4 and 1 respectively) under the Securities and
Futures Ordinance. This report is not intended for distribution to any persons other than professional investors. Banco Santander, S.A.
or its affiliates may have a holding in any of the securities discussed in this report; for securities where the holding is greater than 1%, the
specific holding is disclosed in the Important Disclosures section above. The recipient of this report must not distribute it to any person
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