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e According to the IBGE’s National Household Survey (PNAD) released on Friday (January 28), the
unemployment rate stood at 11.6% in the three months through November. The result was slightly above
our estimate (11.5%) and slightly below the market consensus (11.7%), implying a 2.8 p.p. drop from the
year-ago level (14.4%). We calculate that the seasonally adjusted jobless rate stood at 12.1%, a decrease
from October’s level (12.3%).

e The decline in the seasonally adjusted unemployment rate stemmed from a 0.2% increase in the employed
population, while the labor force decreased 0.1% MoM-sa. The labor market participation rate stood at
61.9% (sa), a decrease from October (62.0%) and 1.1 p.p. below the pre-pandemic level (February 2020).
Formal employment posted a +0.2% MoM-sa variation, while informal employment had a 0.0% MoM-sa
variation.

e All PNAD data is based on a three-month moving average. We estimate that the monthly unemployment
rate stood at 11.9% (sa) in November, compared to 11.7% in October. This result followed +0.1% and
+0.4% MoM-sa variations in employed population and the labor force, respectively. Therefore, our
estimates for the monthly data show a more negative picture than the headline suggests.

e The effective real wage bill posted a 0.6% MoM-sa decrease in October (data lagged one month relative to
other PNAD series), while the usual real wage bill decreased 0.8% MoM-sa in November. The two series
are 7.5% and 8.4% below their pre-crisis marks, respectively.

e According to the December 2021 CAGED survey, net (unadjusted) formal job creation stood at -265.8k,
(vs. consensus +175k, Santander estimate -181k), above the historical average (-371.6k) and below the
all-time record for the month (-82.1k in December 2020). The result followed the seasonal pattern of net job
destruction in December, but surprised on the downside.

e After our seasonal adjustment, we calculate that net formal job creation decelerated to 206k, from 263k in
November. The number of hirings decreased 0.2% MoM-sa, while layoffs increased 3.6% MoM-sa. The
three-month average now points to a payroll expansion of 233k jobs, from 244k in November.

e In our view, the current batch of labor market data indicates deceleration at the margin, with the effects of
the economic reopening fading, and the ongoing impact of the end of the BEm program leading to more
layoffs. Based on the PNAD survey, the resumption of growth in the labor force has limited the drop in the
unemployment rate, as the employed population grows at a slower pace. We expect this behavior to persist
in the coming months, as the participation rate returns to pre-crisis levels and the effects of the economic
reopening on employment tend to fade. Therefore, the seasonally adjusted unemployment rate is likely to
start increasing again soon, in our view.

e The average real income indicators continued to fall at the margin and remain substantially below the pre-
crisis marks, due to both high inflation and the lower-quality jobs that are being recovered, on average.
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November PNAD Results

According to the IBGE National Household Survey (PNAD), the unemployment rate stood at 11.6% in the three
months to November, between our estimate (11.5%) and market consensus (11.7%), implying a 2.8 p.p. drop
from the year-ago rate of 14.4%. We estimate that the seasonally adjusted unemployment rate fell to 12.1%
from the October level of 12.3%. The behavior of the seasonally adjusted unemployment rate stemmed from
an increase of 0.2% MoM-sa in the employed population, as the labor force posted a 0.1% MoM-sa drop.

Figure 1 — PNAD Breakdown

s.a. % YoY % Feb-20*
Sep-21 Oct-21 Nov-21 Sep-21 Oct-21 Nov-21 Sep-21 Oct-21 Nov-21

Unemployment rate (%) 12.5 12.3 12.1 -2.3 -2.5 -2.8 0.7 0.5 0.3
Participation rate (%) 62.1 62.0 61.9 4.3 3.5 3.0 -0.8 -1.0 -1.1
Labor force (millions) 106.9 106.7 106.6 8.6 7.0 6.2 0.4 0.2 0.1
Employment 93.5 936 93.8 114 10.2 9.7 -0.5 -04 -0.2
Unemployment 134 13.1 12.9 -7.8 -11.3 -14.5 6.4 4.1 2.3
Formalization Rate (%) 57.2 57.2 57.3 -2.3 -2.0 -1.8 -0.1 0.0 0.0
Formal Workers (millions) 534 53.5 53.7 7.1 6.4 6.3 -0.7 -0.5 -0.3
Informal Workers (millions) 40.0 40.0 40.0 177 15.6 143 -0.5 -0.5 -0.5
Average usual earnings (BRL)** 2,506 2,476 2,453 -111 -11.1 -11.4 -6.1 -7.2 -8.0
Average effective earnings (BRL)** 2,567 2,544 - -7.3 -8.7 - -6.9 -7.8 -

Usual wage bill (BRL bn)** 228.9 226.5 2247 -0.8 -1.9 -2.6 -6.7 -7.6 -8.4
Effective wage bill (BRL bn)** 234.7 233.3 - 2.3 0.3 - -6.9 -7.5 -

* Seasonally adjusted variation relative to February 2020 (pre-pandemic) reading. For rates, change is in percentage points.
**In real terms

Sources: IBGE, Santander.

The labor market participation rate stood at 61.9% (sa), a decrease from October (62.0%). This was the second
drop in a row for the participation rate, which has decelerated considerably in the most recent releases, despite
still being 1.1 p.p. below the pre-crisis mark. We expect the labor force to return to the pre-pandemic trend in
2022, and the patrticipation rate should normalize.

Figure 2. Unemployment Rate Figure 3. Labor Force and Participation Rate
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All PNAD data is based on three-month moving averages. We estimate that the monthly unemployment rate
stood at 11.9% (sa) in November, compared to 11.7% in October. This result followed +0.1% and +0.4% MoM-
sa variations in in employed population and the labor force, respectively. Therefore, our estimates for the
monthly data show a more negative picture than the headline suggests.
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Figure 4. Monthly Unemployment Rate* (sa) Figure 5. Employment* and Labor Force* (sa)
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Sources: IBGE, Santander. Sources: IBGE, Santander.

*All PNAD data is constructed as 3-month moving averages. We estimate the monthly figures based on a Kalman Filter, according to BCB’s methodology.

Formal employment posted a +0.2% MoM-sa variation, while informal employment remained stable for the
third month in a row. This result led the formalization rate to 57.3% (sa), a slight increase from October (57.2%).
In our view, the growth in formal employment still seems to be decelerating, as the effect of normalization seen
in the PNAD survey and the impact of the economic reopening are fading. Informal employment, on the other

hand, has consolidated the loss of momentum. We note that the survey has recently resumed in-person
interviews, after carrying out the interview by phone for more than a year.

Figure 6. Employed Population (sa, Jan-20=100) Figure 7. Net Formal Job Creation (thousands, sa)
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The main contributions to November’s employment growth came from services, as it is still the sector showing
the greatest gap relative to the pre-pandemic level. The accumulated job losses in the services sector since
the beginning of the pandemic are still close to 1.0 million. The highlight in employment recovery since 2H20
is self-employed workers, which indicates difficult conditions in the job market, especially for informal workers.

The number of domestic workers employed showed considerable growth in July and August, but that figure
has decelerated since September.
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Figure 8. Post-Pandemic Accumulated Job Losses
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Figure 9. Employment by Position (sa, Jan-20=100)
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As for the real income indicators, the picture remains concerning. The effective real wage bill posted a 0.6%
MoM-sa decrease in October (data lagged one month relative to other PNAD series), while the usual real wage
bill decreased 0.8% MoM-sa in November, due to the sharp drop in average income. The two series are 7.5%
and 8.4%, respectively, below their pre-crisis marks. Real income continues to show a negative trend, as
people returning to the labor market are obtaining lower wages, and inflation remains high.

Figure 10. Average Real Income (sa)
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Sources: IBGE, Santander.

December CAGED results

According to the December CAGED survey,

Figure 11. Real Wage Bill (sa)
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net formal job creation stood at -265.8k (vs. consensus at -175k
and Santander’s estimate of -181k), above its historical average (-371.6k) and below its all-time record for the

Jul-21
Nov-21

month (-82.1k in December 2020). The result followed the seasonal pattern of net job destruction in December,

but surprised on the downside.

Nov-21
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Figure 12 — CAGED Breakdown (thousands)

Headline Headline (s.a.)

Oct-21 Nov-21 Dec-21 Oct-21 Nov-21 Dec-21
Net Creation 253.1 324.1 -265.8 2314 263.0 206.3
Creation 1760.7 1772.8 1437.9 1764.4 1760.5 1757.4
Destruction 1507.7 1448.7 1703.7 1533.0 1497.6 1551.1
Mining 1.2 0.5 -1.1 13 17 14
Construction 17.2 12.5 -52.0 20.2 379 389
Manufacturing 237 5.9 -88.3 15.5 40.8 61.7
Retail 704 139.3 9.0 435 38.6 89
Agriculture -5.8 -16.8 -26.1 7.5 9.2 375
Services 143.7 181.0 -86.9 154.7 189.8 1373

Sources: Ministry of Labor, Santander.

After our seasonal adjustment, we calculate that net formal job creation decelerated to 206k, from 263k in
November. The number of hirings decreased 0.2% MoM-sa, while layoffs increased 3.6% MoM-sa. The three-

month average now points to payroll expansion of 233k jobs, from 244k in November. After a positive surprise
in November, CAGED numbers have resumed a deceleration at the margin.

Figure 13. Net Formal Job Creation (sa) Figure 14. Net Formal Job Creation
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Sources: Ministry of Labor, Santander. Sources: Ministry of Labor, Santander.

The December net result stemmed from deceleration in net job creation, especially for the retail and
manufacturing sectors. On the other hand, services and construction have shown some resilience in the past
few months. The sectors that are more dependent on social interaction remain the highlights in job creation,

but we expect employment in these sectors to tend to decelerate as the effects of the economic reopening
fade.

Figure 15. Job Creation and Destruction (sa) Figure 16. Net Formal Job Creation (3mma, sa)
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With the December result, 2021 net formal job creation closed at 2.731 million (still subject to adjustments due
to additional post-deadline announcements). In November, 12-month accumulated net job creation was 2.839
million. With that result, 2021 consolidated the largest net job creation result in the whole CAGED series, due
to the rebound from the negative performance in 2020 and the economic reopening effect.

We believe that the end of the formal employment program (“Emergency Benefit for Income and Employment
Preservation”, or BEm) on August 26 continued to affect the data, as the layoffs series renewed its recent highs
in seasonally adjusted terms. Each month, fewer workers are included in the program’s temporary job
guarantee as the waiver periods for layoffs of the program’s beneficiaries gradually expire.

Figure 17. Jobs Secured by BEm Program Figure 18. Net Job Creation and IBC-Br (6m, sa)
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Final Remarks

In our view, the current batch of labor market data indicates deceleration at the margin, with the economic
reopening effect fading, and the ongoing impact of the end of the BEm program leading to more layoffs.
According to the PNAD survey, the resumption of growth in the labor force has limited the drop in the
unemployment rate, as the employed population grows at a slower pace. We expect this behavior to persist in
the coming months, as the participation rate returns to pre-crisis levels and the effects of the economic
reopening on employment tend to fade. Therefore, the seasonally adjusted unemployment rate is likely to start
increasing again soon, in our view. The average real income indicators continued to fall at the margin and
remain substantially below their pre-crisis marks, due to both high inflation and the lower-quality jobs that are

being recovered, on average. As for the CAGED survey, it showed that the deceleration in hirings consolidated
in December, as layoffs reached new highs.
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