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e Broad retail activity disappointed in May, inching up +0.2% MoM-sa in May (-0.7% YoY). This result
was below our estimate of +0.4% MoM-sa (0% YoY) and market expectations of +1.7% MoM-sa (+2.5%
YoY). Meanwhile, core retail sales (which excludes building materials and vehicles sales) edged up 0.1%
MoM-sa (-0.2% YY), also below our estimate of +0.4% MoM-sa (+1.0% YoY) and market expectations of
+1.0% MoM-sa (+2.4% YoY). In comparison with the pre-pandemic benchmark (February 2020), broad
retail sales are up 1.2% to date, while core sales have surpassed this benchmark by 3.9%.

e The details pointed to a mixed composition bag. Six out of ten retail activities surveyed posted monthly
gains, with May’s tepid print figure stemming mainly from the strengthening of fuels (+2.1%), supermarkets
(+1.0%), and clothing (+3.5%). Conversely, other personal items (-2.2%), building materials (-1.1%) and
furniture and home appliances (-3.0%) sales shrank at the margin. Vehicles sales stayed virtually flat
(-0.2%), decoupling from Fenabrave’s strong data for the month.

e In quarterly terms, despite these tepid figures, May’s data led positive carryovers to 2Q22. We
calculate a 1.2% QoQ-sa print for the broad index, and a 2.2% QoQ-sa print for the core index, suggesting
continued contribution from goods to household consumption growth in the short term. For 2H22, we expect
a decline of real wage bill (with recent fiscal measures partially offsetting this drag), which should weigh on
goods-consumption in the period (reinforced by weakening in credit granting due to rising interest rates).

e Our 2Q22 GDP growth tracking was maintained at +0.7% QoQ-sa, which implies significant upsides
risks to our 2022 growth forecast of +1.2%. We believe domestic activity will turn sour in 2H22 once the
effects of a tighter monetary policy start to kick in, but the additional recent fiscal stimuli may partially support
demand in the period. For 2023, we expect a 0.6% GDP growth.

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 — Retail Sales Breakdown

% MoM % YoY % QoQ %
Weights Mar-22 Apr-22 May-22 Mar-22 Apr-22 May-22 Dec-21 Mar-22 May-22 Feb-20*
66.9% Core Retail Sales 14 0.8 0.1 4.9 4.5 -0.2 -2.3 2.0 3.6 3.9
83%  Fuels 47 0.8 2.1 123 9.8 7.1 -2.8 55 103 05
30.6%  Hypermarkets, supermarkets 0.0 -0.9 1.0 -34 4.1 -0.5 0.1 1.0 0.5 2.8
6.2%  Fabrics, clothing and footwear 03 2.0 35 813 339 83 -29 35 7.0 -4.5
7.4%  Furniture and home appliances 0.9 22 -30 72 -8.7 -12.6 -6.0 -0.6 2.2 -13.9
5.1%  Pharmaceuticals -39 1.0 36 36 35 9.2 2.2 5.8 -34 224
0.9%  Books, papers and magazine 42 -5.2 55 40.6 -0.9 25.8 0.2 -34 26.5 -32.5
0.6%  Office equipment and supplies 144 -5.7 2.0 16.5 -04 2.0 14 1.2 8.6 -9.3
7.8%  Other personal items -15 0.0 -2.2 89 1.1 -7.1 -9.6 -0.2 0.7 1.2
100% Broad Retail Sales -0.3 0.5 0.2 5.3 1.6 -0.7 -1.8 1.5 1.7 1.2
8.9%  Building Materials 17 -23 -1.1 1.2 -9.9 -7.7 -1.9 0.1 0.0 7.5
24.2%  Vehicles 0.5 0.0 -0.2 8.5 -1.8 0.8 -09 -0.7 1.6 -5.2

*We set up our pre-pandemic period at February-2020. Sources: IBGE, Santander.

Retail activity virtually flattened in May. Broad retail activity disappointed and inched up in +0.2% MoM-sa
in May (-0.7% YoY), below our estimate of +0.4% MoM-sa (0% YoY) and market expectations of +1.7% MoM-
sa (+2.5% YoY). Meanwhile, core retail sales (which excludes building materials and vehicles sales) edged
up 0.1% MoM-sa (-0.2% YoY), also below our estimate of +0.4% MoM-sa (+1.0% YoY) and market
expectations of +1.0% MoM-sa (+2.4% YoY). In comparison with the pre-pandemic benchmark (February
2020), broad retail sales are up by 1.2%, while the core sales surpassed it by 3.9%.

Mixed bag among the composition. Six out of ten retail activities surveyed posted monthly gain, with May’s
tepid print figure stemming mainly from the strengthening of fuels (+2.1%), supermarkets (+1.0%), and
clothing (+3.5%). Conversely, other personal items (-2.2%), building materials (-1.1%) and furniture and home
appliances (-3.0%) sales shrank at the margin. Vehicle sales stayed virtually flat (-0.2%), decoupling from the
strong figures seen in Fenabrave’s data for the month. In quarterly terms, despite the tepid figures, May’s
data led positive carryovers to 2Q22. We calculate a 1.2% QoQ-sa print for the broad index, and a 2.2%
QoQ-sa print for the core index, suggesting continued contribution from goods to household consumption
growth in the short term. In 1H22, several measures were adopted to increase disposable income in the
period (increasing government transfers, anticipation of benefits, and the FGTS withdrawal authorization),
with a strong labor market recovery lending a hand, boosting demand for goods. For 2H22, we expect a
decline of real wage bill (with recent fiscal measures partially offsetting this drag), which should weigh on
goods-consumption in the period (reinforced by weakening in credit granting due to rising interest rates).

Our 2Q22 GDP growth tracking was maintained at +0.7% QoQ-sa, which implies significant upsides
risks to our 2022 growth forecast of +1.2%. We believe domestic activity will turn sour in 2H22 once the
effects of a tighter monetary policy start to kick in, but the additional recent fiscal stimuli may partially support
demand in the period. For 2023, we expect a 0.6% GDP growth. For details on Santander’s economic
outlook, please refer to our last chartbook?.

1 Santander Brazil Economic Activity: “Chartbook — Upward Revisions in 2022, Concerns Regarding 2023 Intensify” — June 14, 2022 —
Available on: https://bit.ly/Std-chart-econact-jun22
Santander Brazil Special Report: “A Model to Forecast Probability of Recession in Brazil” — June 08, 2022 — Available on:
https://bit.ly/Std-special-060822
Santander Brazil Special Report: “Resilience Factors for GDP Growth: What Has Changed Since January” — June 30, 2022 — Available on:
https://bit.ly/Std-special-GDP-062922
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Figure 2.A — Retail Sales (sa, 2014=100) Figure 2.B — Retail Sales Segments (sa, 2011=100)
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Sources: IBGE, Santander. Sources: IBGE, Santander.

Figure 3.A — Retail Sales Contributions* (sa, p.p.) Figure 3.B — Retail Sales Segments (sa, 2011=100)
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Sources: IBGE, Santander. * Proxy for monthly contributions from broad

Sources: IBGE, Santander.
retail segments.

Figure 5 — “Heatmap” Showing Retail Sales by Component

Retail Sales (% MoM sa)

Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22  Mar-22

Apr-22 May-22
Core Retail Sales 144 324 -4.05 087 0.20 0.56 275 234 135 135 0.80 0.06
Fuels 092 0.05 265 N 005 004 016 6.22 474 0.79 2.14
Hypermarkets, supermarkets 0.47 0.19 -0.78 -0.84 0.31 1.12 -0.41 0.15 114 0.01 -0.93 1.03

Fabrics, clothing and footwear _ 3.93 -0.71

-0.32 2.84 0.28
Furniture and home appliances 0.1 -3.52 -4.53 -2.14 1.76 0.93
Pharmaceutical 0.85 0.05 0.10 0.01 -0.14

Office equipment and supplies -1.05 -5.93 -1.34
Books, papers and magazine
Others

Broad Retail Sales
Building material

Vehicles

Sources: IBGE, Santander.
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Figure 6 — “Heatmap” Showing Retail Sales Contribution by Component

Retail Sales (contributions sa, p.p )

Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22

Fuels -0.08 0.00 -0.22 -0.20 0.00 0.00 -0.01 0.52 0.07 0.18
Hypermarkets, supermarkets 0.14 0.06 -0.24 -0.26 0.34 -0.12 0.05 0.35 0.00

Fabrics, clothing and footwear _ 0.24 0.02 -0.04 -0.02 0.02 -0.45 0.18

Furniture and home appliances 0.01 -0.26 -0.33 -0.20 -0.16 -0.10 -0.07 0.13

Pharmaceutical 0.04 0.00 0.00 -0.01 0.08 0.05 0.18
Office equipment and supplies -0.01 0.01 -0.05 0.02 0.04 -0.02 -0.02 -0.02 0.13 -0.05 0.02
Books, papers and magazine 0.04 -0.05 0.00 -0.01 0.00 -0.24 0.52 0.03 -0.03 0.03
Others -0.09 -0.09 0.03 0.28 0.13 0.00

Building material 0.03 -0.09 0.16 -0.10
Vehicles 0.12 0.01 -0.05

Sources: IBGE, Santander.

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

Figure 8 — Santander GDP Growth Nowcasting

2Q22 GDP Growth

Tracking (%) Projection (%)

Date Release Reference QoQ-sa YoY QoQ-sa YoY
01-Jun-22  Labor Market Apr-22 03 1.9 0.2 1.8
03-Jun-22 Industry Apr-22 04 2.0 0.2 1.8
10-Jun-22 Retail Sales Apr-22 04 2.1 0.2 1.8
14-Jun-22 Services Apr-22 04 2.2 0.2 1.8
30-Jun-22  Labor Market May-22 0.5 24 0.2 1.8
05-Jul-22 Industry May-22 0.5 24 0.2 1.8
07-Jul-22 IBC-Br Apr-22 0.6 2.5 0.2 1.8
12-Jul-22 Services May-22 0.7 2.6 0.2 1.8
13-Jul-22 Retail Sales May-22 0.7 2.6 0.2 1.8

Sources: IBGE, Santander.
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