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Another shock makes the
disinflation process more risky
and slow, but Is It time to panic?




Inflation: still in bad shape

o 3MMA-saar figures are still trending up firmly, with the core levels above 2015-2016

o Diffusion index shows that inflation is spread among sectors

Core reaching new highs
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Diffusion close to the highs
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Inflation is broadly spread in the services sector

o Inertial services are a negative highlight

14 Services more linked to wages - annual 12 Inertial services - annual
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At the same time, industrials and food inflation are proving to be highly persistent

o Core industrials and core food-at-home continue to trend higher.

16 Industrial goods inflation - annual >0 Core industrials - annual
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The positive highlight is regulated prices

o Regulated prices should relief on the back of lower electrical energy prices (this call should not be impacted by the recent global shock) —
the main impact should come in May-22, helping IPCA YoY headlne to peak
Supervised prices inflation - annual 40
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What to expect from now on? A relief from “imported inflation”, even after the new shock

o Even after the recente shock the CRB in BRL dynamics continue to point towards a disinflation to around 6%-7%, so not very
different from what we expected before

IPCA YoY vs. CRB BRL YoY
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Some preliminary signs of lower pressure on the industrial side

o Of course the recent shocks are a risk for the pace of deceleration of industrial goods inflation, but we still think the direction should

be downwards a few months from now.

Core-PPI-Industrial
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Freight costs and industrial goods inflation
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What to expect from now on? Less pressure on the demand side

o [Economic activity is decelerating, which should reduce the inflationary pressures

Slowing credit reducing retail sales

= Household Credit (LHS)
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Lower wage bill also impacting retail sales
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Indebtness is at the highest levels

o With interest rates rising and households highly indebted, this should be a driver for lower demand

Household debt to income (Households Housegold debt service ratio
gross disposable national income) - % 30
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Worse outlook for inflation, but a deceleration should still come

o We believe it is not time to panic as we start to tsee preliminary signs that inflation is on the verge of an inflection
o Peak should still come in May-22

IPCA forecasts
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Main risk: contamination of expectations + higher inertia

o We see inertia is picking up with the rise of domestic risk, making inflation stickier and turning it in a more self-fulfilling process
o If expectations go much above the target, then the forecasted path for monetary policy might be impacted

Inertia seems to be picking up on the back of
lower expectations anchoring
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Both survey- and market-based inflation expectations
are above the target for the relevant horizon
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Specific upside risks: backlog of wholesale price rises

o Even with IGP-M deccelerating, we are not seeing IPCA following, leading to a huge distortion of relative prices between the

wholesale and consumer levels.

o Thereis arisk of a convergence coming from IPCA being more persistently higher than we expect.

IGP-M already peaked, which normally would push IPCA down
right after, but this time IPCA is lagging because it didn’t rose as
much as the historical relation would project
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Relative price level: IPCA-15 (CPI) / IGP-M (PPI)
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Thank you.

Our purpose is to help people and
businesses prosper.

Our culture is based on believing
that everything we do should be:

Simple Personal Fair
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COMUNICADO IMPORTANTE

O presente material foi preparado pelo Banco Santander (Brasil) S.A. e ndo se configura um relatério de andlise para os fins da Resolugdo CVM n° 20, de 25 de fevereiro de
2021. Ele tem como objetivo Unico de fornecer informagc8es macroecondmicas e nao constitui e ndo deve ser interpretado como uma oferta ou solicitacdo de oferta para
aquisicdo de valores mobiliarios. Ele pode conter informacdes sobre eventos futuros e estas projecBes/estimativas estdo sujeitas a riscos e incertezas relacionados a
fatores fora de nossa capacidade de controlar ou estimar precisamente, tais como condigbes de mercado, ambiente competitivo, flutuacdes de moeda e da inflacao,
mudancgas em 0Orgaos reguladores e governamentais e outros fatores que poder&o diferir materialmente daqueles projetados. As informacdes contidas neste relatério foram
obtidas de fontes publicas consideradas seguras, muito embora tenham sido tomadas todas as medidas razoaveis para assegurar que as informagfes aqui contidas ndo
séo incertas ou equivocas no momento de sua publicagéo, ndo é garantida a sua integridade, confiabilidade, completude ou exatiddo dessas informagodes.

Todas as opinifes, estimativas e projecdes que constam no presente relatério material refletem Gnica e exclusivamente nossa opinido na data de sua emissao e podem ser

modificadas sem prévio aviso, considerando nossas premissas relevantes e metodologias adotadas a época de sua emissdo, conforme estabelecidas no presente
documento. O Santander ndo sera responsavel por perdas diretas ou lucros cessantes que sejam decorrentes do uso do presente relatorio.

Este material ndo leva em consideracdo os objetivos, situacao financeira ou necessidades especificas de qualquer investidor em particular. Os potenciais investidores
devem buscar aconselhamento financeiro profissional sobre a adequacéo do investimento em valores mobiliarios, outros investimentos ou estratégias de investimentos aqui
discutidos, e devem entender que declaragcfes sobre perspectivas futuras podem nédo se concretizar. Ao acessar este material, vocé declara e confirma que compreende 0s
riscos relativos aos mercados abordados neste documento e as leis em sua jurisdicdo referentes a proviséo e venda de produtos de servigo financeiro. Vocé reconhece que
este material contém informacdes proprietarias e concorda em manter esta informacédo somente para seu uso exclusivo.

Reservamo-nos o direito de, a qualquer momento, comprar ou vender valores mobiliarios mencionados. Estas projecdes e estimativas ndo devem ser interpretadas como
garantia de performance futura. O Banco Santander (Brasil) S.A. ndo se obriga em publicar qualquer revisdo ou atualizar essas projecoes e estimativas frente a eventos ou
circunstancias que venham a ocorrer apos a data deste documento. Este material € para uso exclusivo de seus receptores e seu conteudo nédo pode ser reproduzido,
redistribuido, publicado ou copiado de qualquer forma, integral ou parcialmente, qualquer que seja o propdsito, sem o0 prévio consentimento e expressa autorizagdo do
Banco Santander (Brasil) S.A..

©2021 Banco Santander (Brasil) S.A.. Direitos reservados.
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