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BROAD ECONOMIC ACTIVITY IN LINE WITH MARKET gabriel.couto@santander.com.br
EXPECTATIONS IN JULY

e The IBC-Br (the monthly GDP proxy published by the Brazil Central Bank, or BCB) posted a 0.4%
MoM-sa increase (+0.7% YoY) in July. This result was in line with the market consensus of 0.4% MoM-
sa (1.0% YoY) and slightly above our estimate of +0.2% MoM-sa (0.0% YoY), with the series being
revised. In the unadjusted series, June’s figure was revised to 2.4% YoY (from 2.1% YoY), May’s figure
was revised to 2.7% YoY (from 2.3% YoY), and April’s figure was revised to 3.9% YoY (from 3.5% YoY).
The result led to a carryover of 0.0% QoQ-sa for 3Q23.

e The upward revisions were concentrated in 2Q23 — probably to adjust for the positive surprise in
2Q23’s GDP result. All in all, the result was close to expectations and does not substantially change the
outlook for 3Q23. In our view, YoY variations still must pick up in August and September to meet our
forecast for 3Q23 GDP (-0.3% Qo0Q-sa; +1.7% YoY). A +0.7% YoY variation in 3Q23 is compatible with a
drop of approximately 1.0% QoQ-sa in the period.

e July was a month mixed results for economic activity. Tertiary sector data indicated an acceleration
for services volume, with a 0.5% MoM-sa growth (+0.2% MoM-sa in June). As for broad retail sales, July’s
negative result was influenced by the end of the one-off tax break on vehicles, and industrial production
showed a negative performance (-0.6% MoM-sa).

e August’s available data provide negative signals. Regarding the tertiary sector, FGV’s economic
confidence data for households, services, and retail remain below the neutral threshold, while our
proprietary data (IGet) suggest contraction in both retail sales and in services rendered to families. For
industry, FGV’s industrial confidence remains below the neutral threshold, as the PMI manufacturing index
now stands above the 50.0-point threshold.

e Our 3Q23 GDP growth tracking stands at -0.3% QoQ-sa (unchanged), and our forecast for full-year
2023 growth is +2.5%. Despite the recent positive surprise in 2Q23 GDP result, we continue to see signs
of deceleration for broad activity ahead, especially for more cyclical segments, owing to highly restrictive
financial conditions. In addition, we expect negative contributions from farm output for 2H23, as the
positive impact of the record summer crops was limited to 1Q23 and the beginning of 2Q23.
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Figure 1 — Economic Activity Breakdown

% MoM % YoY % QoQ %
May-23 Jun-23 Jul-23 May-23  Jun-23  Jul-23 Dec-22 Mar-23 Jul-23 Feb-20 Carry*
IBC-Br -1.8 0.2 04 2.7 24 0.7 -14 23 -1.0 52 0.0
Industry 0.3 0.0 -0.6 1.9 0.2 -1.1 0.1 -0.1 0.0 -2.3 -0.5
Core Retail Sales -0.6 0.1 0.7 -1.1 14 24 -04 1.9 -0.1 42 0.6
Broad Retail Sales -0.6 13 -0.3 30 83 6.6 0.9 38 04 46 04
Services 1.5 0.2 0.5 5.1 4.0 35 14 -0.7 1.1 12.8 1.1

*Carryover calculated to 3Q23. Sources: IBGE, BCB, Santander.

Figure 2 — IBC-Br (sa, 2003=100) Figure 3 — Activity Indexes (sa, Jan/2019=100)
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Figure 4 — IBC-Br (sa, 2003=100) Figure 5 — Revisions
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Sources: BCB, Santander. Jul-23 } 0.66 ) 0.44

Sources: BCB, Santander.
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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 report must not be considered as an offer to sell or a solicitation of an offer to buy any
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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
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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 US Capital Markets LLC and is
not registered/qualified as a research analyst under FINRA rules and is not an associated person of the member firm and therefore is not
subject to FINRA Rule 2241 or FINRA Rule 2242 and restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst account. The information contained within this report has been compiled from sources
believed to be reliable. Although all reasonable care has been taken to ensure the information contained within these reports is not untrue
or misleading, we make no representation that such information is accurate or complete and it should not be relied upon as such. All
opinions and estimates included within this report constitute our judgment as of the date of the 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 Santander US Capital
Markets LLC, 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 to any persons other than institutional investors, accredited
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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
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