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e TheIBC-Brjumped 0.33% MoM-sa (+1.30% YoY) in December, between market consensus of 0.5%
MoM-sa (+1.0% YoY) and our estimate of +0.1% MoM-sa (+0.3% YoY), but with the series being
considerably upward revised. The seasonally adjusted series was revised to +0.51% MoM-sa (from
+0.69%) in November and to -0.06% MoM-sa (from -0.28%) in October. The original series was revised
t0 0.94% YoY (from 0.43%) in November and to -1.44% YoY (from -1.55%) in October.

o December’s figure places the economy 0.27% below the pre-pandemic mark (February 2020),
according to this indicator. Moreover, broad activity reached the highest reading since the recent spike
seen in February 2021 (down 0.94%). Among key sectors, December’s result summarizes the widespread
growth seen in the period, with a slight increase in broad retail sales (+0.3% MoM-sa), and with strong
growth in industrial output (+2.9% MoM-sa) and services’ real revenue (+1.4% MoM-sa). We also
understand that farm output’s rebound (after the sharp drop seen in 3Q21) and the continued recovery of
health and education services (not captured in the monthly surveys) may have also contributed positively.

¢ In quarterly terms, December’s result implies quarterly stability (0% QoQ-sa in 4Q21). Among
sectors, we also see tepid quarterly figures: 0% for industrial output, 0.4% for services and -1.9% for broad
retail sales. Regarding 1Q22, December’s result of IBC-Br implies a positive 0.4% carryover, likely
contributing to a positive start of 2022 for overall activity.

o Despite these still weak quarterly figures, we are keeping our 4Q21 GDP growth tracking at +0.3%
QoQ-sa. Our growth thesis for GDP this quarter (and for 2022) rests mainly on a good contribution from
the services segments which are still quite idle compared to the pre-crisis period (e.g., Other Services and
Public Services) and are not well captured by timely activity indexes. Moreover, a strong farm rebound
should contribute positively to GDP growth in 4Q21 and 2022. This result is consistent with 4.5% GDP
growth in 2021, generating a 0.1% carryover for 2022. We forecast 0.7% growth this year.

Figure 1 — Economic Activity Breakdown

% MoM % YoY % QoQ %
Oct-21 Nov-21 Dec-21 Oct-21 Nov-21 Dec-21 Jun-21 Sep-21 Dec-21 Feb-20 Carry*
IBC-Br -0.06 0.51 0.33 -1.44 0.94 1.30 -0.2 0.0 0.0 0.3 0.4
Industrial Production -0.5 0.0 2.9 -7.8 -4.4 -4.9 -2.9 -1.9 0.0 -0.9 1.9
Core Retail Sales 0.0 04 -0.1 -6.9 -4.2 -3.0 1.8 -1.6 -2.1 -23 0.1
Broad Retail Sales -0.8 0.7 0.3 -7.0 -2.9 -2.7 2.5 -1.5 -1.9 -1.3 0.5
Services Sector -1.6 2.7 1.4 7.4 10.2 10.5 2.2 3.0 0.4 6.6 1.8

Sources: IBGE, BCB, Santander. *Carryover calculated to 1Q22.
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December’s results consolidate a stronger than expected activity growth in 4Q21. The IBC-Br jumped 0.33%
MoM-sa (+1.30% YoY), between the market consensus of 0.5% MoM-sa (+1.0% YoY) and our estimate of +0.1%
MoM-sa (+0.3% YoY), but with the series being considerably upward revised since 2020. Regarding the recent
revisions, the seasonally adjusted series was revised to +0.51% MoM-sa (from +0.69%) in November and to -
0.06% MoM-sa (from -0.28%) in October. The original series was revised to 0.94% YoY (from 0.43%) in November
and to -1.44% YoY (from -1.55%) in October.

December’s figure places the index 0.27% below the pre-pandemic mark (February 2020) and ended 2021
with a 4.5% growth (-3.9% in 2020). Moreover, broad activity reached the highest reading the recent spike
reached in February 2021 (down 0.94%). Among key sectors, December’s result summarizes the widespread
growth seen in the period, with a slight increase in broad retail sales: (+0.3% MoM-sa) and with strong growth in
industrial output? (+2.9% MoM-sa) and services’ real revenue: (+1.4% MoM-sa). We also understand that farm
output’s rebound (after the sharp drop in 3Q21), and a continued recovery of health and education services (not
fully captured in the monthly surveys) may have also contributed positively.

In quarterly terms, the IBC-Br ended 4Q21 with stability (0% QoQ-sa). Among sectors, we also see widespread
tepid quarterly figures: 0% for industrial output, 0.4% for services and -1.9% for broad retail sales. Regarding 1Q22,
December’s result of IBC-Br implies a 0.4% carryover, likely contributing to a positive start of 2022 for overall
activity. However, we see lower confidence®, high inflation and unemployment bringing challenges to goods-related
sectors like industry and retail sales at the start of 2022. Moreover, we will closely monitor the impact of the Omicron
variant on mobility-related activities in the coming months, with our proprietary index (IGet) already hinting at an
impact in January. Conversely, as the economy’s reopening consolidates, we expect a good contribution coming
from the services segments that still show strong idleness compared to the pre-pandemic period (e.g., Other
Services and Public Services, that accounts for roughly 30% of total GDP) and that are not well captured by timely
activity indexes. The strong farm output expected should be also an important source of GDP growth this year.

We are keeping our 4Q21 GDP growth tracking at +0.3% QoQ-sa. This result is consistent with 4.5% GDP
growth in 2021 and generating a 0.1% carryover for 2022. We forecast 0.7% growth this year. For details on

Santander’s activity outlook, please refer to our last reportss.

Figure 2.A — IBC-Br (sa, 2003=100) Figure 2.B — Activity Indexes (sa, Jan/2019=100)
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Sources: BCB, Santander. Sources: IBGE, BCB, Santander
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5 Santander Brazil Economic Activity - “Chartbook — Maintaining the Main Growth Drivers for 2022” — February 1, 2022 — Available on:
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Figure 3.A — Activity Indexes (sa, MoM %) Figure 3.B — IBC-Br (sa, MoM%)
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Sources: BCB, IBGE, Santander. Sources: BCB, Santander.

Figure 4.A — IBC-Br (sa, 2002=100) Figure 4.B — Revisions

—e—Revised —e=0ld NSA (YoY%) SA (MoM %)
145 Previous Revised Previous Revised
140 Jan-21 -1.38 -1.64 0.45 0.22
135 Feb-21 0.07 -0.04 1.67 1.60
Mar-21 5.48 5.98 -1.90 -1.74
130 Apr-21 17.03 17.25 0.46 0.32
125 May-21  14.42 1495  -0.35 0.06
Jun-21 8.95 9.42 0.12 0.22
120 Jul-21 5.15 5.19 -0.07 -0.05
115 Aug-21 4,25 4.53 -0.33 0.09
§ § 8 8 8 & &§ & § & & Sep21  0.77 1.03 -0.59 -0.60
2552588585558 &%
2 2 3 28 &8 2 2 3 2 8 8 oct-21  -1.55 -1.44 -0.28 -0.06
Nov-21 0.43 0.94 0.69 0.51
Dec-21 - 1.30 - 0.33

Sources: BCB, Santander. Sources: BCB, Santander.
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