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A Sequential Improvement in Economic Activity

e Today the BCB published its monthly activity indicator for September, capping the batch of activity index
releases for that month. The IBC-Br posted a gain of 1.3% MoM s.a. (-0.8 YoY), above the market consensus
of 1.0% MoM s.a. (even with August’s number revised upward). However, the index is still 2.5% below
February's reading.

e This positive result is consistent with a sequential resumption of activity seen for other key sector-based
indicators in September (e.g., industrial production, retail sales, services sector). In terms of outlook,
assuming no growth in the remaining months of the year (carryover), we calculate growth of 1.3% in 4Q20.

e Inapreliminary exercise based on the YoY correlation of IBC-Br and the GDP, we are updating our tracking
for 3Q20 GDP to 9.5% QoQ s.a. from 9.1% (-3.0% YoY).

Figure 1. Economic Activity Breakdown

% MoM % YoY % QoQ
Jul-20  Aug-20  Sep-20 Jul-20 Aug-20 Sep-20 Jul-20 Aug-20 Sep-20
Industrial Production 8.6 3.6 2.6 -2.8 -2.4 3.4 -1.2 14.9 22.3
Core Retail Sales 4.7 3.1 0.6 5.5 6.2 7.3 55 148 172
Broad Retail Sales 7.2 4.1 1.2 1.7 3.7 7.4 55 220 242
Services Sector 2.7 2.9 18 | -119 100 72 | 76 28 8.6
IBC-Br 3.8 1.4 1.3 43 3.9 08 | 22 62 9.5

Sources: IBGE, BCB, and Santander.

The Recovery Continues

The BCB published its monthly activity indicator for September, capping the batch of activity index releases for that
month. The IBC-Br posted a gain of 1.3% MoM s.a. (-0.8% YoY), above the market consensus forecast of 1.0% MoM
s.a., even with August’s number revised upward. Without this upward revision, the monthly growth would be +1.8%.
This result implies that 83.0% of the losses registered between March and April have already been recovered, and now
the index is only 2.5% below February's reading. In terms of trend, the 3MMA posted the third gain in a row after four
consecutive declines since March. This positive result is consistent with the sequential resumption in activity seen for
other key sector-based indicators in August (e.g., industrial production, retail sales, services sector), but in quarterly
terms, the IBC-Br posted growth of 9.5% in 3Q20, still not enough to offset the sharp drop of -10.2% in the previous
quarter. With today’s result and assuming no growth for the IBC-Br in the remaining months of the year, we calculate
that growth for 4Q20 stands at 1.3% QoQ s.a.

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, is not an associated person of the member firm, and therefore may not be subject to FINRA
Rules 2241 and 2242 and incorporated NYSE Rule 472 restrictions.
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Figure 2-A. IBC Br (s.a., 2003=100) Figure 2-B. Economic Activity Compilation (s.a., 2011=100)
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With today’s data, all of the main indicators of economic activity for the month have been released. Retail sales have
far exceeded the pre-crisis level, and industrial production finally achieved full recovery from the crisis; on the other
hand, the services sector is still 8.0% below the pre-crisis level, underlining that the latter is still the laggard in the
economic recovery. In general terms, we calculated a diffusion index—which captures the proportion of segments with
monthly gains—based on 14 of the main activity indicators (e.qg., labor market, industrial production, retail sales, energy
consumption, etc.), and its 3AMMA stood at 90%, highlighting that this recovery trend is widespread in most sectors.

Figure 3-A. Diffusion Index Figure 3-B. IBC-Br and GDP Tracking (s.a.,, 2011=100)
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Based on the historical correlation between YoY GDP changes and the 3SMMA YoY movements of the IBC-Br, we can
compute a preliminary tracking for GDP quarterly changes. With today’s result, we updated our tracking for 3Q20 GDP
t0 9.5% QoQ s.a. from -9.1% (-3.0% YoY).



Figure 4. Recovery Breakdown

September Drop % MoM % YoY % Rec% * Feb % **
Industrial Production -27.0 2.6 3.4 - 0.2
Core Retail Sales -18.7 0.6 7.3 - 7.7
Broad Retail Sales -29.4 1.2 7.4 - 2.9
Services Sector -17.9 1.8 -7.2 55.3 -8.0
IBC-Br (e) -14.6 1.3 -0.8 83.0 -2.5

* Percentage of the drop already
recovered.

** Variation relative to February's reading
Sources: IBGE, BCB and Santander.

Figure 5. “Heatmap” Showing Economic Activity Indexes Used in the Diffusion Index

Economic Activity [ % MoM seasonally adjusted)

Dec19  Jan20  Feb20  Mar-20  Apr-20 May-20 Jun20  Jul20  Aug20  Sep-20
Employment Creation -0.96 -0.50 725 -52.14 21.30 3120 1163 14.63

Corrugated Fiberbroad -0.17 100  -0.82 -4.30 11.08 3.01
Auto Production - 7.27 -2.46 10.87]
Energy Consumption -0.89 0.55 -0.32 -2.69 -8.69 3.45 434 2.88 0.94 2.91
Steel Production -0.26 857  -3.56 3.08  -42.01 57.11 0.43 14.99 061 411
Steel Production [ 10e 1729 ass 1100 -2834 13.48 13.17 142 7.27 2.74
Gross Vehicles Toll Road Flow -1.60 0.74 0.95 -3.64 -18.82 9.25 8.79 3.32 196 2.71
Services Sector -0.66 0.55 -1.10 678 -11.92 1.22 5.34 2.73 2.91 1.85
Total Industry -0.69 1.04 0.92 931  -19.52 871 9.59 8.62 3.61 2.55
Mining Industry -0.58 1.86 0.00 -10.27 -23.41 13.12 25.99 9.21 3.00 S|
Manufacturing Industry 152EE oo -1.70 -0.46 493 785 9.30 3.65 3.87
Core Retail Sales -0.31 -1.35 0.52 240  -16.68 1271 8.43 473 3.11 0.58
Broad Retail Sales -0.42 104 093 1431 -17.66 15.30 1151 7.18 2.08 1.21
IBC BR -0.39 0.15 0.40 -5.89 -9.23 1.67 5.38 3.77 1.39 1.29

Sources: IBGE, BCB, ABPO, IBS, ANFAVEA, Labor’s Ministry and Santander.
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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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