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ANOTHER FLAT INDUSTRIAL OUTPUT IN DECEMBER +5511 3553 8487

e Industrial production (IP) remained stable (0.0% MoM-sa; -1.3% YoY) in December. This result was in
line with market consensus of 0.0% MoM-sa (-1.2% YoY) and below our forecast of +0.6% MoM-sa (-0.6%
YoY), marking three months of virtual stability and placing IP 2.2% below the pre-pandemic benchmark
(February 2020). In the breakdown, December’s result reflected a slight increase in manufacturing (+0.3%
MoM-sa), along with a sharp drop in mining (-1.1% MoM-sa).

e Across major economic categories, mostly positive readings. Across major economic categories, the
readings were mostly positive. Intermediate goods (-2.1% MoM-sa) were the lowlight, as all other categories
posted expansions in December. Non-durable goods (+3.2% MoM-sa), capital goods (+1.8% MoM-sa) and
durable goods (+4.1% MoM-sa) indicated healthy increases at the margin. Moreover, construction supplies
(also related to investments as capital goods output) fell 0.7% MoM-sa at the margin, the second decline in
a row. Across industrial activities, we saw a mixed bag. Indeed, 11 of 26 industrial activities expanded at
the margin, with the diffusion index reaching 42% (vs. 62% and 23% in November and October,
respectively). In terms of contribution, oil and biofuel coke (+0.35 p.p.), pharmaceuticals (+0.21 p.p.),
metallic products (+0.20 p.p.) and manufacturing of clothing (+0.18 p.p.) contributed the most, while food
products (-0.36 p.p.), metallurgy (-0.28 p.p.), machines and equipment (-0.18 p.p.), and other chemical
products (-0.17 p.p.) contributed the least.

e In quarterly terms, December’s result implies a -0.5% QoQ-sa result to 4Q22 and a 0.0% QoQ-sa
carryover to 1Q23. For manufacturing, we calculate a -0.8% QoQ-sa result to 4Q22 and a +0.2% QoQ-sa
carryover to 1Q23. With this result, industrial production posted a 0.7% contraction for full-year 2022, from
3.9% growth in 2021.

e Contractionary effects of shaky financial conditions started to kick in 3Q22, mainly hitting goods-
related sectors. In our view, restrictive financial conditions are likely to continue stifling the performance of
industrial output and retail sales throughout the following quarters.

e We are maintaining our 4Q22 GDP growth tracking at -0.2% QoQ-sa. We forecast GDP growth of 3.0%
in 2022. For 2023, we forecast GDP growth at +0.8%, with a significant slowdown in domestic demand and
in cyclical supply components, stemming mainly from the expected global recession and the tight BCB
policy, but we also expect strong growth for non-cyclical farm output, reflecting an all-time high forecast for
the grain harvest.

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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Figure 1 — Monthly Industrial Survey

Industrial Production Breakdown

% MoM % YoY % QoQ Feb-20 %
Weights Oct-22 Nov-22 Dec-22 Oct-22 Nov-22 Dec-22 Jun-22 Sep-22 Dec-22 Dec-22
Total Industry 100% 0.3 -0.1 0.0 1.7 0.9 -1.3 0.8 -0.3 -0.5 -2.2
Mining 11% 04 -1.7 -1.1 4.5 -29 -4.0 -0.8 0.1 -1.1 -4.5
Manufacturing 89% 0.0 0.2 0.3 1.4 1.3 -0.8 1.2 -0.1 -0.8 -1.9
Capital Goods 8% -40 0.8 18 -0.2 0.7 09 19 16 =11 144
Intermediate Goods 60% 0.6 0.3 -2.1 19 13 -2.6 038 -04 -1.2 -0.9
Consumer goods 32% 04 0.0 22 24 0.5 14 038 03 0.2 -89
Durable 7% -34 -0.7 41 11.8 20 -5.8 53 18 -1.0 -176
Non-Durable 25% 0.5 0.8 32 04 02 3.1 03 -03 0.5 -43
Construction Supplies - 0.2 -2.6 -0.7 -3.3 -5.8 -7.0 0.6 -2.1 -3.0 -1.0
Sources: IBGE, Santander.
Figure 2 — Industrial Production Index (sa, 2012=100) Figure 3 - Economic Categories (sa, Feb/20=100)
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Figure 4 — Related to Investment (sa, 2012=100) Figure 5 — Manufacturing Soft Data (sa)*
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* Neutral level: 100 points for FGV and 50 points for PMI.

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

1 Santander Brazil Economic Activity: “Financial Conditions Remain Critically Restrictive” — November 30, 2022 — Available on:
https://bit.ly/Std-FCI-nov22

Santander Brazil Special Report: “Santander’s Monthly Activity Indicator Entered Restrictive Territory in October” — January 03, 2023 —
Available on: https://bit.ly/Std-special-010323

Santander Brazil Special Report: “Forecasting Probability of Recession in Brazil with Financial Conditions” — January 04, 2023 — Available
on: https://bit.ly/Std-special-010423
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Figure 6 - Heatmap Showing Industrial Production by Activity

By Activity (% MoM sa)

Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22
11.2% Mining -5.46 5.64 0.74 0.23 1.69 0.42 -1.68 -1.10
13.9% Food products 115 346 284 421 O 32 262
10.3% Oil and biofuel coke 293 -2.02 -0.52 -2.50 0.38 2.84 343
10.1% Vehicles 4.66 6.83 -0.03 -6.59 434 134
5.4% Metallurgy -4.33 383 1.06 376
5.3% Other chemical products -2.86 0.09 7.46 0.50 =3.15
4.9% Machines and equipments -3.41 -0.86 5.56 0.25 -3.58
3.6% Metallic products except machines and equipments -2.76 413 -1.40
3.6% Non-metallic minerals -4.12 041 0.80 =il.3) -0.54
3.5% Rubber and plastic products -4.97 4.28 -0.48 0.71 -0.19
3.3% Beverages -7.39 5.66 6.34 -2.76
3.0% Cellulose,paper and paper-based products -0.82 -4.22 3.47 -0.15 -0.18
2.6% Machines, equipments and electric material -3.70
2.5% Computer equipments, electronics 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 7 - Heatmap Showing Industrial Production by Economic Category

By Acti (% MoM sa)
Jan-22 Feb-22 Mar-22 Apr-22 May-22  Jun-22 Jul-22  Aug-22  Sep-22 Oct-22 Nov-22 Dec-22
Capital Goods Computer equipments, electronics and optical products -1.5 -14.8 -3.3 -4.5 -4.3 -1.8 -1.9 4.1 -9.9 2.0
Machines, equipments and electric material 0.9 -1.7 -3.0 -0.3 -0.6 0.3 -2.2 -1.2 37 -0.9 2.1
Machines and equipments -1.9 L, a5 5.4 8.9 -4.1 -5.2 5.2 58 - -1.4 22
Vehicles 8.9 -2.0 -0.1 6.6 -3.2 -1.7 4.7 6.4
Other transport equipments, except motor vehicles 31 -3.0 B 1.7 -1.7 8.1
Miscellaneous 2.5 -6.7 -4.0 1.4 4.1
Intermediate Goods Mining 6.7 6.8 0.1 &_ 0.6 0.4 2
Food products 0.7 18 44 7.0 11 106 [ %8
Textile products .2 0.0 =il 7r %2 -0.5 0.8 -0.6 -2.3 77 -0.2 -5.3 5.0
Cellulose,paper and paper-based products -1.6 5.2 4.2 2.4 -0.7 45 2.0 -0.7 -1.7 -2.5 -0.5 0.6
Oil and biofuel coke 1L 0.7 0.2 14 0.6 23 -1.3 -3.8 0.7 -2.3 0.4 4.3
Other chemical products -1.9 -13 7.8 2.4 -0.8 -5.3 77 0.4 -2.9 0.6 22
Rubber and plastic products -2.5 2.1 -1.9 3.7 0.7 -0.7 0.7 -1.7 -0.6 0.2 -1.8 -0.5
Non-mentalic minerals -3.1 0.5 -0.2 -0.5 0.4 -1.4 -0.1 -0.1 -11 -1.3 2.8 0.2
Metalurgy 56 53 12 19 18 2.7 27 oo [ESEMM s @ 43 %o
Metalic products except machines and equipments -0.5 -1.2 -2.9 33 32 -1.2 -1.1 -3.4 0.6 -0.2 -3.2 7.0
Machines and equipments 2.0 39 5.7 37 25 0.3 25 07 -
Vehicles cfll 29 0.9 -3.5 5.6 1.0 .77 4.7 1.4
Miscellaneous -2.1 13 =L il 1.3 1) <7/ =159) -1.6 -4.5 N4 -0.8
Durable Goods Computer equipments, electronics and optical products -10.1 2.5
Machines, equipments and eletric material -3.7 2.8
Vehicles 11
Other transport equipments, except motor vehicles 11.9
Furniture 12.8
Miscellaneous 4.7 -5.9
Non Durable Goods Food products 0.2 22
Beverages -6.9 6.6 . o ! .
Textile products 12 03 1.8 31 25 17 -ﬂ 1.0 4.0 5.9 03
Manufacture of clothing and accessories 28 -2.8 -0.7 1.3 -0.4 33 1.2 -3.6 -5.5 -3.9 5.8
Leather, travel items and footwears -0.5 -1.8 0.2 2.0 7.0 2.4 -6.1 -0.1 3.8 -1.8 7.6
Printing and playback of recordings 3.7 8.0 -2.0 -2.5 0.2 5.7
Oil and biofuel coke 9.0 93 0.2 -3.7 0.1 -3.8 -1.4 33 54 10.2
Personal Care 0.8 -0.5 =Lkl 1.5 0.7 4.3 -0.8 -2.6 -3.0 -0.4 0.6 -1.6
Pharmaceuticals -1.2 6.4 6.4 6.1 21 -0.4 -1.0 10.2
Miscellaneous -6.9 6.6 11 3.0 1.2 -0.5 -2.4 -2.0 -1.0 0.8 -2.8 0.6

Sources: IBGE, Santander.
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Figure 8 - Industrial Production by Activity

Industrial Activities Breakdown

% MoM % YoY % QoQ Feb-20%
Weights Oct-22 Nov-22 Dec-22 Oct-22 Nov-22 Dec-22 Jun-22 Nov-22 Dec-22 Dec-22

Mining 11.2% 0.4 -1.7 -1.1 4.5 -2.9 -4.0 -0.8 0.1 -1.1 -4.5
Food products 13.9% 5.1 32 -26 122 86 2.1 -4.2 -0.3 23 -2.1

Oil and biofuel coke 10.3% 04 2.8 34 -23 19 6.0 33 -37 0.0 6.1

Vehicles 10.1% -6.6 43 13 126 131 44 6.0 17 -0.2 -5.5
Metallurgy 54% 47 38 -5.1 -37 35 -6.4 0.5 -28 0.1 -4.6
Other chemical products 53% -31 0.5 -32 12 19 -2.5 45 13 -1.0 0.8

Machines and equipments 4.9% -94 03 -36 -29 -3.0 -86 30 17 -44 77

Metallic products except machines and equipments 3.6% -0.1 -14 5.6 -4.0 -6.9 2.5 2.1 -1.5 1.0 -4.1

Non-metallic minerals 3.6% -2.1 -1.1 -05 -4.1 -6.9 -99 -0.1 -3.0 -39 -1.2
Rubber and plastic products 3.5% -24 0.7 -0.2 -43 -19 -14 4.0 -2.5 -2.8 -9.0
Beverages 33% -89 9.8 -2.8 -5.9 58 -1.1 88 -6.9 -6.6 -59
Cellulose,paper and paper-based products 3.0% -1.7 -0.2 -0.2 2.7 28 09 2.8 -2.2 -29 3.1

Machines, equipments and electric material 2.6% -34 -2.1 04 -4.0 -94 -8.0 32 -5.7 -59 -147
Computer equipments, electronics and optical products 2.5% -25 -6.8 47 14.6 -6.2 -134 34 -1.6 -30 -5.6
Pharmaceuticals 2.3% 0.9 -04 9.1 10.1 29 321 -0.6 9.1 58 128
Manufacture of clothing and accessories 2.3% -71 -4.0 8.0 -8.6 -155 -10.5 04 -10.2 -9.1 -24.0
Leather, travel items and footwears 1.6% -13.0 0.5 6.7 -4.6 -5.9 -1.0 13.1 -11.6 -11.7 -17.2
Textile products 1.6% -0.2 -5.2 5.1 -74 -15.6 -10.6 40 -83 -5.5 -17.6
Other transport equipments, except motor vehicles 1.5% 2.1 -0.7 -23 300 236 230 20 10.3 5.0 9.5

Repair of machines and equipments 13% -6.1 30 2.1 -11.0 -10.8 -13.2 104 -85 -2.7 -18.0
Furniture 13% -4.3 44 76 -15.4 -12.7 -3.1 13 -5.2 -0.2 -26.2
Personal Care 13% -25 35 -3.1 -6.1 12 -4.6 26 -43 -34 -13.6
Wood products 1.0% -93 72 -35 -24.5 -25.1 -315 -5.1 -13.9 -11.5 -213
Printing and playback of recordings 1.0% -0.9 83 -2.0 -4.1 15.9 22 -15 19 38 -39
Miscellaneous 1.0% -12.2 6.7 -2.6 -10.0 -6.2 -15.0 -39 -85 -11.8 -17.0
Tobacco products 0.6% -3.0 0.8 -8.0 15.1 123 -6.5 -4.6 6.5 0.5 -2.3

Sources: IBGE, Santander.
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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. 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 without the prior written consent of Banco Santander, S.A. Singapore (SG):
This report is distributed in Singapore by Banco Santander, S.A. which has a branch in Singapore. It is not intended for distribution
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to any persons other than institutional investors, accredited investors and expert investors (each as defined in the Securities and
Futures Act 2001 of Singapore). Recipients of this report should contact Banco Santander, S.A., Singapore Branch at
researchsingapore @gruposantander.com for matters arising from, or in connection with, this report. Mainland China (CN): This report
is being distributed in Mainland China by Banco Santander, S.A. which has two branches in Mainland China, being Shanghai Branch
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