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e The IBC-Br (a proxy for monthly GDP) inched down 0.11% MoM-sa, close to our estimate of -0.3% MoM-
sa and below market consensus of +0.05%. In comparison to May 2021, the index rose 3.74% YoY, also
close to our call of +3.7% YoY and slightly below market expectations of +4.0% YoY.

e May’s figure places broad activity 1.8% above the pre-pandemic benchmark (February 2020) but 0.4%
below February 2021’s local high reading (which reflected a steep farm output increase in the period). The
carryover calculated for 2Q22 is +0.2% QoQ-sa (+1.0% in 1Q22), but we believe that the IBC-Br could be
underestimating the actual steam of activity in the quarter. For June, we expect a +0.4% MoM-sa IBC-Br
gain.

e We are upwardly revising our 2Q22 GDP growth tracking to +0.8% QoQ-sa (from +0.7% QoQ-sa
previously). We still believe the broad economy will 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 2H22 (with a
smoother weakening than previously thought). We forecast +1.9% GDP growth in 2022 and a 0.6% retreat

in 2023.
Figure 1 — Economic Activity Breakdown
% MoM % YoY % QoQ %
Mar-22 Apr-22 May-22 Mar-22 Apr-22 May-22 Dec-21 Mar-22 May-22 Feb-20 Carry*
IBC-Br 1.0 -0.6 -0.1 2.6 2.1 3.7 1.0 1.0 0.9 1.8 0.2
Industry 0.6 0.2 0.3 -1.9 -0.5 0.5 0.1 0.6 0.7 -1.1 1.0
Core Retail Sales 14 0.8 0.1 4.9 45 -0.2 -2.3 20 36 39 22
Broad Retail Sales -0.3 0.5 0.2 5.3 1.6 -0.7 -1.8 1.5 1.7 1.2 1.2
Services 2.0 -0.1 0.9 11.6 9.4 9.2 0.9 2.1 1.9 8.4 1.9

Sources: IBGE, BCB, Santander. *Carryover calculated to 2Q22.

The Brazil Central Bank’s (BCB) monthly GDP proxy weakened in May. The IBC-Br inched down 0.11% MoM-
sa (+3.74% YoY), close to our estimate of -0.3% MoM-sa (+3.7% YoY) but below market consensus of +0.05%
(+4.0% YoY). In comparison to April’s release, slight revisions in recent prints: in the unadjusted series, April’s print
was revised to +2.14% YoY (from +2,23% YoY), and March’s print was revised to +2.64% YoY (from +2.58% YoY);
in the adjusted series, April’s print was revised to -0.64% MoM-sa (from -0.44% MoM-sa) and March’s print was
revised to +1,0% MoM-sa (from +1.1% MoM-sa).

May'’s figure still places broad activity far above the pre-pandemic benchmark. The index is up 1.8% since
February 2020 but remains 0.4% below February 2021’s local high reading (which reflected a steep increase of
farm output in the period). The carryover calculated for 2Q22 is +0.2% QoQ-sa (+1.0% in 1Q22), but we believe
that the IBC-Br could be underestimating the actual steam of activity in the quarter. or June, we expect a 0.4%
MoM-sa IBC-Br gain, stemming from increases in industry (+0.2%), services (+0.4%) and broad retail sales (-
0.6%).

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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We are upward updating our 2Q22 GDP growth tracking to +0.8% QoQ-sa (from +0.7% QoQ-sa previously).
We still believe the broad economy will 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 2H22 (with a smoother weakening than
previously thought). We forecast a +1.9% GDP growth in 2022 and a 0.6% retreat in 2023.

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

Figure 2.A — IBC-Br (sa, 2003=100) Figure 2.B — Activity Indexes (sa, Jan/2019=100)
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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.

1 Santander Brazil Special Report: “Nowcasting Brazilian GDP with LASSO” — June 14, 2022 — Available on: https://bit.ly/Std-special-051622

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 4.A — IBC-Br (sa, 2002=100) Figure 4.B — Revisions
—e—Revised —e=Old NSA (YoY%) SA (MoM %)
145 Previous Revised Previous Revised
Feb-21 -0.01 -0.01 1.57 1.77
140 Mar-21 5.91 5.91 3.70 371
Apr-21 17.13 17.13 0.83 0.72
135 May-21  15.12 15.12 0.15 0.34
130 Jun-21 9.61 9.61 0.14 0.17
Jul-21 5.55 5.56 -0.01 0.01
125 Aug-21 4.97 4.97 0.08 0.08
Sep-21 1.43 1.42 0.27 -0.28
120 Oct-21 -0.97 -0.99 0.37 0.35
Nov-21 1.56 1.54 0.88 0.88
115 Dec-21 2.05 2.09 0.58 0.60
S I &E] &3 &a &N A Jan-22  0.36 0.54 0.44 060
5 8 § 28858 § 28858 § Feb-22  1.08 122 0.71 0.88
Mar-22 2.58 2.64 1.09 1.00
Apr-22 2.23 2.14 -0.44 -0.64
May-22 - 3.74 - -0.11

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

Figure 5 - 1Q22 GDP Growth Tracking (%, QoQ-sa and YoY-nsa)
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Sources: IBGE, Santander

Figure 6 — Santander GDP Tracking

2Q22 GDP Growth

Tracking (%) Projection (%)

Date Release Reference QoQ-sa YoY QoQ-sa YoY
01-Jun-22  Labor Market Apr-22 0.3 19 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
14-Jul-22 IBC-Br May-22 0.8 2.7 0.7 2.6

Sources: IBGE, Santander.
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This report has been prepared by Santander Investment Securities Inc. ("SIS"; SIS is a subsidiary of Santander Holdings USA, Inc. which
is wholly owned by Banco Santander, S.A. "Santander"), on behalf of itself and its affiliates (collectively, Grupo Santander) and is provided
for information purposes only. This document must not be considered as an offer to sell or a solicitation of an offer to buy any relevant
securities (i.e., securities mentioned herein or of the same issuer and/or options, warrants, or rights with respect to or interests in any
such securities). Any decision by the recipient to buy or to sell should be based on publicly available information on the related security
and, where appropriate, should take into account the content of the related prospectus filed with and available 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: Lucas Maynard*.

*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.
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