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e Industrial production increased 0.7% MoM-sa in February, between market consensus (+0.5% MoM-
sa) and our estimate (+0.8% MoM-sa). Compared to the same month of 2021, industrial output decreased
4.3% (market: -4.9%; our call: -4.3%). Relative to the pre-pandemic period, the headline index remains
2.6% below its level in February 2020. February’s print implies a 0.0% QoQ-sa carryover to 1Q22.

¢ Inthe breakdown, manufacturing increased 0.6% MoM-sa (-4.9% YoY), not enough to fully give back
the previous drop (-2.0% MoM-sa). Mining climbed 5.3% MoM-sa (+0.9% YoY), completely offsetting the
previous tumble (-5.1% MoM-sa), which mainly reflected iron ore disruptions due to heavy rains in Minas
Gerais state during the first days of January.

e Among the major economic categories, capital goods (+1.9% MoM-sa) and intermediate goods
(+1.6% MoM-sa) rebounded from January’s tumbles. For capital goods, however, the result was far from
offsetting January’s drop (-8.8%). Non-durable goods also contributed positively (+1.5% MoM-sa), while
durables had a smaller increase (+0.5% MoM-sa).

e Among industrial activities, contributions were mostly positive. Mining contributed the most (+0.6
p.p.), followed by food products (+0.3 p.p.) and vehicles (+0.3 p.p.). Conversely, oil and biofuel coke (-0.2
p.p.) and printing/playback of recordings (-0.2 p.p.) contributed the least.

e Our calculated neutral carryover to 1Q22 suggests short-term relief being transmitted from industry
to overall activity in the period, following the continued weakening seen recently. We see GDP
growing in 1Q22 (our tracking was maintained at +0.3% QoQ-sa), owing mainly to strengthening in farm
output and a continued rebound of mobility-related services activities (as we saw in 4Q21). Our tracking of
IBC-Br in February stands at +0.4% MoM-sa.

Figure 1 — Industrial Production Breakdown

% MoM % YoY % QoQ Feb-20 %
Weights Dec-21 Jan-22 Feb-22 Dec-21 Jan-22 Feb-22 Dec-21 Jan-22 Feb-22 Feb-22

Total Industry 100% 2.7 -2.2 0.7 -5.0 -7.2 -4.3 -0.1 0.6 13 -2.6
Mining 11% 1.7 -5.1 5.3 1.9 -6.7 0.9 -5.5 -3.3 -0.8 -0.2
Manufacturing 89% 2.9 -2.0 0.6 -5.9 -7.3 -4.9 -0.1 0.7 1.6 -1.9
Capital Goods 8% 36 -8.8 19 37 -8.1 -5.0 -1.5 -14 -23 6.9
Intermediate Goods 60% 12 -13 16 -4.1 -5.0 -26 -1.0 -03 0.6 13
Consumer goods 32% 42 -1.7 0.3 -94 -12.0 =17 0.8 2.3 33 -103

Durable 7% 9.0 -11.7 05 -16.7 -25.8 -17.6 29 7.1 40 -26.2

Non-Durable 25% 22 0.1 15 -75 -84 -49 -0.6 0.6 24 -57
Construction Supplies - -0.4 -0.1 -0.3 -11.8 -10.8 -9.3 -3.8 -3.0 -1.7 5.1

Sources: IBGE, Santander.
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Industrial output partially rebounded from January’s plunge. Following the previous plummet (-2.2% MoM-
sa), domestic industry jumped 0.7% MoM-sa (-4.3% YoY) in February, between market consensus of +0.5%
MoM-sa (-4.9% YoY) and our estimate of +0.8% MoM-sa (-4.3% YoY). In comparison to the pre-pandemic
period, the headline index remains 2.6% below its level in February 2020.

Looking at the breakdown, manufacturing jumped 0.6% MoM-sa (-1.9% YoY). Despite the positive figure,
it was not enough to fully give back the previous tumble (-2.0% MoM-sa). Mining rebounded, climbing 5.3%
MoM-sa (-0.2% YoY) following its plummet in January due to iron ore disruptions in the period (due to heavy
rains in Minas Gerais state during the first days of the month).

Among the major economic categories, a partial rebound from January’s tumbles. Capital goods (+1.9%
MoM-sa) was the highlight, albeit far from fully offsetting the previous drop (-8.8%). Intermediate goods (which
accounts for nearly 60% of industrial output) also contributed positively (+1.6% MoM-sa). Conversely, durable
goods were the lowlight, despite still showing positive growth (+0.5%). Non-durables also had a positive
performance, expanding 1.5%. Among industrial activities, mining contributed the most (+0.6 p.p.), followed by
food products (+0.3 p.p.) and vehicles (+0.3 p.p.). Conversely, oil and biofuel coke (-0.2 p.p.) and
printing/playback of recordings (-0.2 p.p.) contributed the least.

In the short term, we see some relief being transmitted from industry to overall activity. Following the
continued weakening seen recently (mainly in manufacturing), our calculated neutral carryover to 1Q22
suggests a better performance in the period. We see GDP growing in 1Q22 (our tracking was maintained at
+0.3% QoQ-sa), owing mainly to strengthening in farm output and a continued rebound of mobility-related
services activities (as we saw in 4Q21). Our tracking of IBC-Br in February stands at +0.4% MoM-sa. For
details on Santander’s activity outlook, please refer to our last chartbook:.

Figure 2.A. — Industrial Production Index (sa, 2012=100) Figure 2.B. — Economic Categories (sa,
2012=100)
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Sources: IBGE, Santander. Sources: IBGE, Santander.

1 Santander Brazil Economic Activity: “Positive Surprises Reinforce Resilience Outlook for 2022” — March 14, 2022 — Available on:
https://bit.ly/Std-chart-econact-mar22
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Figure 3.A. — Industrial Production Related to Figure 3.B. — Contributions by Activities (sa, p.p.)
Investment (sa, 2012=100)
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Figure 4.A. — Confidence (points, sa) x Capacity Figure 4.B. — Inventories Perception (Excessive-
Utilization (%, sa) Insufficient) and Demand (points, sa)
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Figure 5 - Heatmap Showing Industrial Production by Activity
y (% MoM sa)
May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21  Nov-21 Dec-21 Jan-22 Feb-22
11.2% Mining -0.08 0.10 0.13 2.08 -0.25 -8.77 3.64 168 -5.14 532
13.9% Food products 197 -1.58 2.50 3.87 0.66 245
10.3% Oil and biofuel coke 047 652 -2.27 0.03 -1.82
10.1% Vehicles 0.43 403 -5.03 -4.83 1068 3.19
5.4% Metallurgy -0.03 -1.84 -0.07 1.68 -2.88 3.26
5.3% Other chemical products 1.30 032 -1.57 237 133 1.48 -0.20 -333 -0.35
4.9% Machines and equipments 1.42 212 -2.66 023 1.80 -4.68 095 -0.27 -2.23 -0.80
3.6% Metalic products except machines and equipments 045 -1.64 -0.90 0.58 -4.87 130 -0.88 -4.52 151
3.6% Non-mentalic minerals -0.74 039 -1.84 -0.60 0.07 -2.91 1.87 1.92 -276 075
3.5% Rubber and plastic products 1.06 -3.05 174 207 097 220 -045 375 285
3.3% Beverages 239 -0.15 -3.52 263 -5.67 4.14
3.0% Cellulose,paper and paper-based products -1.58 -2.40 -0.43 077 036 033 1.07 1.16 -0.40 2.65 -1.78 -3.40
2.6% Machines, equipments and eletric material -1.40 -4.64 -2.00 237 -4.53 -0.66 443
2.5% Computer equipments, eletronics and optical products -0.15 -5.68 -1.05 5.68 -4.08 0.29
2.3% Pharmaceuticals 828
2.3% Manufacture of clothing and accessories 036 1.59
1.6% Leather, travel items and footwears -0.20
1.6% Textile products -7.20 -3.98 0.68 -0.48 225
1.5% Other transport equipments, except motor vehicles N oz 291
1.3% Repair of Machines and equipments 3.07 -0.59 -2.30 2.02
1.3% Furniture EEEN oo 1.02 -080 -0.66 -1.07 383 222 075 -461 333
1.3% Personal Care 132
1.0% Wood products 7.68
1.0% Printing and playback of recordings 10.68
1.0% Miscellaneous 730
0.6% Tobacco products 6.14 -6.08

Sources: IBGE, Santander.
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Figure 6 - Heatmap Showing Industrial Production by Economic Category

By Activity (% MoM sa)
Mar-21  Apr-21  May-21 Jun-21 Jul-21  Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22  Feb-22

Capital Goods Computer equipments, eletronics and optical products 5.2 4.0 8.0 42 3.9 -6.8 30 6.5 25 122 2.4 410
Machines, equipments and eletric material 49 08 0.6 5.4 ss [ s 23 03 [4a  os 05
Machines and equipments -31 0.1 0.2 31 -2.0 3.9 0.8 2.6 -1.0 2.8 0.4 21
Vehicles 00 12 26 40 83 8.6 13 3.0 102 9.6
Other transport equipments, except motor vehicles 00 1.4 1.4 03 7.5 120 | 134 152
Miscellaneous -11 -11 -0.6 -3.6 -0.1 -3.2 - 4.2 13 5.4 5.0

Intermediate Goods Mining 03 L2900 09 0.4 2.0 11 0.0 5.9 3.9 0.6 6.1 6.4
Food products 2.0 3.8 0.6 2.8 0.0 0.8 EY) 161 Z0EM 72 12 23
Textile products -11 6.4 -1.9 -0.3 -1.9 1.6 -4.6 -0.8 -1.5 -1.5 0.2
Cellulose,paper and paper-based products 24 16 10 -0.9 0.8 0.8 15 11 0. 2.7 21 4.4
Oil and biofuel coke 24 -10.0 28 | 102 | 35 41 09 517 26 07
Other chemical products 43 00 2.9 0.8 19 4.9 15 0.4 2.2 0.7
Rubber and plastic products -1.9 -2.6 2.7 -0.6 -3.8 -1.0 14 0.5 -1.9 (28}
Non-mentalic minerals

Metalurgy
Metalic products except machines and equipments
Machines and equipments
Vehicles
Miscellaneous

Durable Goods Computer equipments, eletronics and optical products
Machines, equipments and eletric material
Vehicles

Other transport equipments, except motor vehicles
Furniture
Miscellaneous
Non Durable Goods Food products
Beverages
Textile products
Manufacture of clothing and accessories
Leather, travel items and footwears
Printing and playback of recordings
Oil and biofuel coke
Personal Care

Pharmaceuticals
Miscellaneous

Sources: IBGE, Santander.
Figure 7 - 1Q22 GDP Growth Tracking (%, QoQ-sa and YoY-nsa)
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Figure 8 — Santander Tracking

Tracking (%) Projection (%)

Date Release Reference QoQ-sa YoY QoQ-sa YoY
09-Mar-22 Industry Jan-22 0.5 1.0 0.5 1.0
10-Mar-22 Retail Sales Jan-22 0.5 1.0 0.5 1.0
16-Mar-22 Services Jan-22 04 09 0.5 1.0
17-Mar-22 IBC-Br Jan-22 0.3 0.8 0.5 1.0
18-Mar-22 PNAD Jan-22 03 0.8 0.5 1.0
31-Mar-22 PNAD Feb-22 03 0.8 0.5 1.0
01-Apr-22 Industry Feb-22 03 0.8 0.5 1.0

Sources: IBGE, Santander.
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