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e Industrial production climbed 2.9% MoM-sa (-4.9% YoY) in December, topping our expectations
(+1.8%) and market consensus (+1.6%). December’s result was the first growth print since May 2021 but
was enough to offset the frustration that came with October and November’s data, placing the index at the
highest reading since June 2021. Industrial output ended 2021 with a 3.9% annual expansion (-4.4% in
2020) and still runs 0.9% below the pre-pandemic mark (February 2020).

e Manufacturing drove the climb (+2.0% MoM-sa) and ended 2021 0.9% below the pre-crisis mark. The
less cyclical mining industry continued to give back October’s steep tumble (-10.0%) by leaping 1.6% MoM-
sa. In annual terms, manufacturing climbed 3.9% in 2021 (-4.6% in 2020), while mining slightly expanded
1.1% (-3.4% in 2020).

e Among the big economic categories, durable goods were in the spotlight (+6.9% MoM-sa), reaching
the highest level since June 2021. Capital goods rebounded (+4.4% MoM-sa) as well, to reach its highest
reading since January 2015. Intermediate goods (which account for nearly 60% of industrial output)
expanded 1.2% MoM-sa, the first healthy figure since April 2021, while non-durable goods leaped 1.5%,
breaking a string of three declines.

e Among industrial activities, new widespread growth. The diffusion index (which captures the
percentage of industrial activities that show monthly expansion) reached 77% (vs. 50% in November).
Vehicles contributed the most (+1.23 p.p.), food products (+0.40 p.p), followed by computer equipment
(+0.30 p.p.) and metallurgy (+0.18 p.p.). Conversely, pharmaceutical products (-0.16 p.p.) contributed the
least. Moreover, 16 out of 26 industrial activities remain below the pre-pandemic mark.

e December’s result implied both quarterly stability (0% QoQ-sa) and a +1.9% QoQ-sa carryover to
1Q22, suggesting short-term relief of industrial output for overall activity. We updated our December
IBC-Br tracking to +0.1% MoM-sa (from stability, 0%) and our 4Q21 GDP growth tracking to +0.3% QoQ-
sa (from +0.2%, previously).

Figure 1 — Industrial Production Breakdown*

% MoM % YoY % QoQ Feb-20%
Weights Oct-21 Nov-21 Dec-21 Oct-21 Nov-21 Dec-21 Oct-21 Nov-21 Dec-21 Dec-21

Total Industry 100% -0.5 0.0 2.9 -7.8 -4.4 -4.9 -2.0 -1.6 0.0 -0.9
Mining 11% -9.9 5.0 1.6 -4.7 5.0 2.1 -1.5 -3.5 -5.7 0.0
Manufacturing 89% -0.1 -0.1 2.0 -8.2 -5.6 -5.9 -1.9 -1.3 0.1 -0.9
Capital Goods 8% 2.2 -24 44 84 49 5.8 13 -04 0.8 227
Intermediate Goods 60% -0.7 0.0 12 -64 -2.7 -3.8 -15 -1.1 -0.5 0.6
Consumer goods 32% -04 04 3.1 -14.0 -9.6 -94 -1.1 -0.1 1.0 -8.7

Durable 7% -14 1.1 6.9 -279 -21.0 -16.8 -6.1 -39 03 -164

Non-Durable 25% -1.2 -0.1 1.5 -10.2 -6.3 -75 -04 -0.6 -0.7 -6.5
Construction Supplies - -1.4 -0.9 -0.4 -9.8 -8.0 -11.6 -3.8 -4.6 -4.0 4.7

Sources: IBGE, Santander.

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.
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Industrial output surprised to the upside at the end of 2021. Industrial production climbed 2.9% MoM-sa
(-4.9% YoY) in December, topping our expectations (+1.8%) and market consensus (+1.6%). December’s
result was the first growth print since May 2021 but was enough to offset the frustration that came with October
and November’s data, placing the index at the highest reading since June 2021. Industrial output ended 2021
with a 3.9% annual expansion (-4.4% in 2020) and still runs 0.9% below the pre-pandemic mark (February
2020).

Looking at the breakdown, manufacturing’s strength drove the climb. December’s growth (+2.0% MoM-
sa) in manufacturing places the index 0.9% below the pre-pandemic mark, while the less cyclical mining
industry continued to give back October’s steep tumble (-10.0%), leaping 1.6% MoM-sa. In annual terms,
manufacturing climbed 3.9% in 2021, not enough to offset the 4.6% drop seen in 2020, while mining expanded
1.1% (-3.4% in 2020).

Among the big economic categories, durable goods were in the spotlight, with capital goods
rebounding. Durable goods sharply expanded 6.9% MoM-sa, reaching the highest level since June 2021 but
still 16.4% below the pre-pandemic mark. Capital goods sharply rebounded 4.4% MoM-sa, reaching the highest
reading since January 2015. Construction supplies (also related with investments as capital goods) retreated
0.4% MoM-sa, marking the eighth decline in a row but remaining almost 5% above its pre-pandemic mark.
Intermediate goods (which account for nearly 60% of industrial output) expanded 1.2% MoM-sa, the first
healthy figure since April 2021 and surpassing the pre-pandemic mark (slightly up 0.6%), while non-durable
goods leaped 1.5%, breaking a three declines string but remaining 6.5% below the pre-crisis threshold.

Among industrial activities, new widespread growth. The diffusion index (which captures the percentage
of industrial activities that show monthly expansion) reached 77% (vs. 50% in November). Vehicles’ growth of
+12.2% MoM-sa contributed the most (+1.23 p.p.) — as anticipated by Anfavea’s December data, with
atypically strong production for the month — followed by food products (+0.40 p.p.), computer equipment
(+0.30 p.p) and metallurgy (+0.18 p.p). Conversely, pharmaceutical products (-0.16 p.p.) contributed the least.
Moreover, 16 out of 26 industrial activities remain below its pre-pandemic mark, with mining (up 16.9%), and
machines and equipment (up 16.5%) as the highlights, and food products (down 4.1%) and vehicles (down
3.4%) as the lowlights.

December’s result implied quarterly stability (0% QoQ-sa) after three retreats in arow (-1.0%, -2.9% and
-1.9% in 1Q21, 2Q21 and 3Q21, respectively). Moreover, it implies a +1.9% QoQ-sa carryover to 1Q22,
suggesting a short-term relief of industrial output for overall activity. We updated our December IBC-Br tracking
to +0.1% MoM-sa (from stability, 0%) and our 4Q21 GDP growth tracking to +0.3% QoQ-sa (from +0.2%,
previously). For details on Santander’s activity outlook, please refer to our last chartbooks:.

1 Santander Brazil Economic Activity - “Chartbook — Maintaining the Main Growth Drivers for 2022” — February 1, 2021 — Available on:
https://bit.ly/Std-chart-econact-feb22

Santander Brazil Economic Activity - “Special Report — Resilience Factors for 2022 GDP Growth” — January 14, 2022 — Available on:
https://bit.ly/Std-special-011422
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Figure 2.A. — Industrial Production Index (sa, Figure 2.B. — Economic Categories (sa,
2012=100) 2012=100)
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Sources: IBGE, Santander. Sources: IBGE, Santander.
Figure 3.A. — Industrial Production Related to Figure 3.B. — Contributions by activities (sa, p.p)
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Figure 5 - Heatmap Showing Industrial Production by Activity

(% MoM sa)
Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21  Sep-21 Oct-21 Nov-21 Dec-21

11.2% Mining 5.87 178 -1.09 1.00 1.31 043 -9.90 159
13.9% Food products 032 -3.58 231 -2.02 -2.17 1.89 -240 -5.02 2.85
10.3% Oil and biofuel coke 2.63 -9.64 329 385 265 -2.27 1.05 -0.50 0.00
10.1% Vehicles 876 204 o000 [ 342 | -207 196 031 138 287

5.4% Metallurgy 0.66 0.00 2.98 0.00 -1.07 0.32 -2.80 -2.00 376
5.3% Other chemical products 367 051 256 -1.00 31 B3 249 222 021 041
4.9% Machines and equipments 341 -0.21 2.04 -4.73 1.65 1.30
3.6% Metalic products except machines and equipments -0.26 -1.16 013 -2.35 _ -0.41
3.6% Non-mentalic minerals -1.97 0.56 -0.56 -1.01 0.68 2.02
3.5% Rubber and plastic products -1.98 -1.31 0.72 -1.73
3.3% Beverages ES]] SIAS] 127
3.0% Cellulose,paper and paper-based products 037 0.00 1.49 1.01 -0.82 174
2.6% Machines, equipments and eletric material

2.5% Computer equipments, eletronics and optical products

2.3% Pharmaceuticals

2.3% Manufacture of clothing and accessories

1.6% Leather, travel items and footwears

1.6% Textile products

1.5% Other transport equipments, except motor vehicles

1.3% Repair of Machines and equipments

1.3% Furniture

1.3% Personal Care

1.0% Wood products

1.0% Printing and playback of recordings

1.0% Miscellaneous

0.6% Tobacco products

Sources: IBGE, Santander.

Figure 6 - Heatmap Showing Industrial Production by Economic Category

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

Capital Goods Computer equipments, eletronics and optical products -12.2 5.8 -4.5 -4.4 9.2 4.7 -3.9 6.7 33 -6.2 2.8 13.3
Machines, equipments and eletric material -0.2 4.4 -0.9 0.4 255 18 2.4 -0.4
Machines and equipments 1.4 13 2.7 0.2 0.4 3.4 -1.8 2.4 -0.3
Vehicles 0.8 14 -0.6 0.8 4.1 3:3 9.4 X 28 -1.7 114
Other transport equipments, except motor vehicles -14.0 2.2 -1.3 0.2 5 -12.1 14.9
Miscellaneous 2.5 -2.0 1.0 0. =12 -3.6 0.5 0.0 3.8 1.9
Intermediate Goods Mining 15 0.0 03 D21 03 0.3 16 ] . y ] .
Food products 4.6 17 14 -4.0 | ara |
Textile products 15 -3.6 -6.8
Cellulose,paper and paper-based products 45 0.7 -1.3 -1.2
Oil and biofuel coke -3.9 0.6 57 -13.1
Other chemical products 1.4 25 -3.5 -3.1
Rubber and plastic products 0.8
Non-mentalic minerals -0.1
Metalurgy 26
Metalic products except machines and equipments a5

Machines and equipments
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Sources: IBGE, Santander.
Figure 7 - 4Q21 GDP Tracking (YoY% and QoQ%-sa)
s YoY (RHS) —@—Q0Q-s.a.
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