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Industrial entrepreneurs remain
optimistic

Brazilian Industry recorded a positive The top ranked problem faced by the industry in the first
evolution in March. The index measuring quarter of 2021 remains the shortage or high cost of raw

the evolution of production grew and materials, a problem mentioned in the top three by 67.2% of
is above the 50-point dividing line, the industries surveyed. The index measuring the evolution of
indicating an increase in production in the average price of raw materials is at the highest level since
the month. The index measuring the the beginning of the historical series in 2012.

number of employees, in turn, is close to
the 50-point dividing line, indicating that
there was no reduction in the number of
employees. Capacity utilization is at 68%,

the highest percentage recorded for the Expectation indices
month of March since 2014. Despite the Diffusion index (0-100 points)*
increase in inventories, they remain below
the level planned by the companies. 56.1
54.7 54.9
Entrepreneurs remain optimistic. The
indices measuring expected demand,
exports, purchases of raw material, and 513
number of employees increased in April
in relation to March. They remain above , : : : . ,
the 50-point dividing line since July Expectation index -  Expectation index-  Expectation index -  Expectation index -
L . . L Demand Exports Purchase of Number of
2020, indicating continued optimism of 0 RS employees

industrial entrepreneurs.
* Figures above 50 points indicate an expected growth. Figures below 50 points indicate an

. L . . expected decline. The further away from 50 points, the greater and more widespread the
Despite the indices measuring industry expected change.

activity and expectations being positive,
entrepreneurs point out worse financial
conditions in the first quarter of 2021,
with a drop in the indices measuring
satisfaction with the operating profit
margin, satisfaction with the financial
situation, and ease of access to credit.
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INDUSTRY PERFORMANCE IN MARCH 2021

Production grows in March

The index measuring the evolution of
production grew 3.4 points between
February and March 2021, from 47.1
points to 50.5 points. The index thus
crossed the 50-point dividing line, which
indicates that production increased in
relation to the previous month, after
three months of decline.

The index measuring the number of
employees dropped 0.7 points in relation
to February and reached 50.1 points. The
index’s proximity to the 50-point dividing
line indicates stability in the number of
employees in the industry in relation to
the previous month.
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Evolution of production
Diffusion index (0-100 points)*
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*Figures above 50 points indicate a month-over-month increase in production. Figures below 50
points indicate a month-over-month decline in production. The further away from 50 points, the
greater and more widespread the change.

Evolution of the number of employees
Diffusion index (0-100 points)*
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*Figures above 50 points indicate a month-over-month increase in employment. Figures below 50
points indicate a month-over-month decline in employment. The further away from 50 points, the
greater and more widespread the change.
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Capacity utilization is at the highest level for March since 2014

In March 2021, capacity utilization was
68%, down 1 percentage point compared
to February. The percentage recorded

in March is the highest for the month
since 2014, when it reached 71%. This is
particularly high when compared to March
2020, when it had declined to 58% in the
face of restrictive measures to fight the
COVID-19 pandemic.

The actual-usual capacity utilization

index remained stable at the 44.9 points
recorded in February. Despite being below
the 50-point dividing line, which indicates
that capacity utilization in March is lower
than usual, the index is above the historical
average since January 2010, which is 42.3
points. When compared to March 2020,
the index increased by 13.8 points.
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Inventories increased for the first time since October 2019

The inventory level index increased 1.8
points in March in relation to February
2021 and reached 50.7 points. With

this increase, the indicator crossed the
50-point dividing line, which means an
increase in inventory levels. This is the first
time since October 2019 that the index is
above the 50-point dividing line, ending a
16-month cycle of falling inventories.

The actual-planned inventory level index
remains below the 50-point dividing

line, at 48.3 points, showing that the
month’s increase only partially replenishes
inventories, which had been at very low
levels. The actual inventory level continues
below the industry’s planned levels.

Inventory levels and actual-planned inventory levels
Diffusion index (0-100 points)*
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*Figures above 50 points indicate an increase in inventory levels or that actual inventory is above

planned levels. Figures below 50 points indicate a decline in inventory levels or that actual

inventory is below planned levels. The further away from 50 points, the greater the change or the

distance from planned levels.
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FINANCIAL SITUATION OF THE INDUSTRY IN THE FIRST QUARTER OF 2021

Brazilian Industry’s financial situation declined in the first quarter of 2021

The first quarter of 2021 brought a drop
in the indices measuring satisfaction
with the operating profit margin,
satisfaction with the financial situation,
and ease of access to credit. The index
measuring the evolution of the prices
of inputs and raw materials shows a
significant price increase.

The index measuring satisfaction with
the operating profit dropped 4.8 points
in the first quarter, from 50.3 points to
45.5 points. This index is thus below the
50-point dividing line and now shows
the dissatisfaction of entrepreneurs
with the operating profit of their
companies. Despite the drop, the index
remains above the historical average of
40.6 points.

The index measuring satisfaction

with the company’s financial situation
dropped 3.9 points in the first

quarter and reached 49.9 points,
practically standing on the dividing
line that separates satisfaction from
dissatisfaction. Despite the drop in the
month, the index remains above the
historical average of 45.5 points.

The index measuring ease of access to
credit retracted 1.6 points in the first
quarter, reaching 41 points. This figure
shows that access to credit remains
difficult.

In the first quarter of 2021, the index
measuring the evolution of the price

of raw materials surpassed 80 points
for the first time in the historical series
started in the first quarter of 2012. The
index has been growing since the fourth
quarter of 2019, recorded the highest
growth in the series in the third quarter
of 2020, and has continued at a high
level since then.

Satisfaction with profits and financial situation
Diffusion index (0-100 points)*
55 - 49.9 1

qr201V
Satisfaction

50

Dissatisfaction

45 | \

455

40 Q12021

35 4

30 T T T T T T T T )
Q12012 Q12013 Q12014 Q12015 Q12016 Q12017 Q12018 Q12019 Q12020 Q12021

—o— Financial situation

—e— Qperating profit == Dividing line
* Figures above 50 points indicate satisfaction with profits and with financial conditions. Figures below 50

points indicate dissatisfaction with profits and with financial conditions. The further away from 50 points,
the greater and more widespread the satisfaction or dissatisfaction.

Ease of access to credit
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* Figures above 50 points indicate easy access to credit. Figures below 50 points indicate difficult
access to credit. The further away from 50 points, the greater and more widespread the difficulty or
ease of accessing credit.

Avarage price of raw materials
Diffusion index (0-100 points)*
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* Figures above 50 points indicate raw materials price increase. Figures below 50 points indicate raw mate-
rials price decrease. The further away from 50 points, the greater is the raw materials price change.
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PROBLEMS FACED BY THE INDUSTRY IN THE FIRST QUARTER OF 2021

Shortage or high cost of raw materials remains the top ranked issue

for Brazilian Industry

In the first quarter of 2021, the
shortage or high cost of raw materials
remains the top ranked issue in the
Brazilian Industry, mentioned among
the top three problems by 67.2% of
industrial entrepreneurs. This is the
most cited problem since the third
quarter of 2020 and has been growing
in percentage of mentions: 57.8% in
the third quarter of 2020, 64.3% in the
fourth, and now 67.2%.

It is followed by the high tax burden and
the exchange rate, mentioned among
the top three problems of the industry
by 33.4% and 31.0% of industrial
entrepreneurs, respectively.

Insufficient domestic demand is ranked
fourth, mentioned by 21.6% of industrial
entrepreneurs among the main
problems. This, however, is the problem
with the highest growth in mentions in
relation to the fourth quarter of 2020:
up 6.9 percentage points.

Main problems faced by industry in the quarter
Percentage (%)*

67.2

Lack or high costs of raw materials 643

High tax burden

Exchange rate

Insufficient domestic demand
Lack of working capital
Difficulties with transportation logistics
Lack or high cost of energy
Client delinquency

Excessive red tape

Lack or high cost of skilled labor
Unfair competition

High interest rates

Legal uncertainty

Insufficient foreign demand

Lack of long-term funding 7.0 N Q12021
: Q42020
Competition with imported goods 3;96
5.7
Other 29
3.4
None 38

*In the survey, entrepreneurs are asked to indicate up to three items representing the main problems
faced by their companies, so the sum of the percentages exceeds 100%.
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INDUSTRY EXPECTATIONS IN APRIL 2021

Expectations improve in April

In April 2021, expectations remain
optimistic and improve in relation

to March. The index measuring the
expected demand increased 1.7 points
in relation to March, while the index
measuring expected export volumes
increased 1.6 points. Both indices

are above the 50-point dividing line,
indicating expected growth in demand
and exports.

In response to positive expectations
for demand and exports, companies
also expect to increase their purchases
of raw materials and number of
employees. The index measuring
expected purchases of raw materials
increased 1.7 points in relation to
March, while the index measuring
expected number of employees
increased 0.3 points.

All expectations indices are above the
50-point dividing line since July 2020,
indicating optimism among industrial
entrepreneurs.

ECONOMIC CNI
Expectation indices
Diffusion index (0-100 points)*
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* Figures above 50 points indicate an expected growth. Figures below 50 points indicate an expected
decline. The further away from 50 points, the greater and more widespread the expected change.

Intentions to invest remain stable

The investment intentions index
remained stable in relation to March,
oscillating from 55.8 to 55.7 points.
Despite being at a lower level than the
peak of 59.9 points reached in January
2021, the index remains above the
historical average of 50.1 points.

Investment intentions
Diffusion index (0-100 points)*
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*The higher the index, the more industry is likely to invest.
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RESULTS BY SECTOR
I\ Performance in March Results by industrial sectors (selected indexes)*
The sectors that recorded the greatest Production Actualusual  Fnancal
increases in production in March were Sectors evolution  capacity situation expectati
. . . . index utilizationindex ~satisfaction P d ons
Motor vehicles, tra|l§rs and sem.| trailers, (Mar=21) (Mar21)  index(Q12021) ™€
Computers, electronics and optical
products, Basic metals, and Machinery MINING AND QUARRYING 543 492 531 631
and equipment. At the other end, the Mining of non-metal ores 50.8 46.0 464 582
Footwear and parts, Furniture, Leather Lo L 504 e 497 519
and related products, and Wearing Food products 495 409 449 56.0
apparel sectors stand out as those with Beverages 446 387 423 53
the biggest drop in production. Textiles products 489 452 50.0 58.7
Wearing apparel 46 35.5 384 53.6
Leather and related products {4 35.7 45.0 574
Footwear and parts 375 33.0 44 58.7
% Financial conditions in the first Wood products 523 500 494 66.0
quarter of 2021 Pulp and Paper 504 455 531 577
. rPe”Cgtr'geg da;iéfgmd“m” of 131 35 381 577
Only four sectors of the Manufacturing
industry are satisfied with their financial Biofuel 529 7 200 0
conditions in the first quarter of 2021: Chemicals (except Soap and detergents, 464 546 563
. R . cleaning preparations and others)
Basic metals; Motor vehicles, trailers and
. . . . Soap and detergents, cleaning
semi-trailers; Chemicals (except Soap and oreparations and others 481 398 35 529
detergents, cleaning preparations and
9 ' g prep Pharmaceutical chemicals and 56 50.0 W7 602
others); and Pulp and paper. pharmaceuticals : ‘ i '
Rubber products 529 51.5 470 591
Plastics products 49.0 440 488 55.5
Non-metallic mineral products 46.6 4 45.6 54.8
LN g Expectations in April Basic metals 573 50.9 579 60.0
Metgl products (except machinery and 58 58 468 597
equipment)
None of the sectors of Overall Industry ; ETR——
. . . omputers, electronics and optica
(Manufacturing + Mining and Quarrying) prodﬂcts ’ 596 515 492 575
is expecting a reduction in demand. All Electrical equipment 54.6 493 48.0 610
.SGCtOFS recorded a demand eX.DECtatlon Machinery and equipment 55.6 476 459 601
index equal to or above 50 points. Motor vehicles, trailers and semi-trailers 62.7 539 554 672
Other transport equipment 474 434 461 533
Furniture 40.0 388 450 51.0
Other manufacturing 445 463 409 59.8
Repair and installation 473 41 43.8 554

*The indicators vary in the 0100 interval. Figures above 50 points indicate an increase in production, capacity
utilization above usual levels for the month or satisfaction with financial situation. Figures below 50 points
indicate a decline in production, capacity utilization below usual levels for the month or dissatisfaction with
financial situation.
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RESULTS

Main problems

TOTAL SMALL MEDIUM LARGE
Q42020 Q12021 Q42020 Q12021 Q42020 Q12021 Q42020 Q12021
ITEMS % % Ranking| % % Ranking| % % Ranking % % Ranking
Lack or high costs of raw materials 643 67.2 1 615 65.1 1 632 65.1 1 66.2 69.4 1
High tax burden 38.6 334 2 387 36.4 2 404 312 2 377 299 3
Exchange rate 299 31.0 3 159 18.4 4 229 26.1 3 40.5 398 2
Insufficient domestic demand 147 216 4 16.5 25.5 3 13.8 234 4 143 18.8 4
Lack of working capital 12,5 134 5 182 16.0 5 135 13.8 5 92 1.8 6
Excessive red tape 89 13 6 72 5.7 14 99 8.8 n 92 153 5
Client delinquency 1.5 13 6 16.9 149 6 129 122 6 8.0 9.0 9
Lack or high cost of energy 94 1.0 8 10.3 12.6 8 9.6 10.8 7 8.8 10.4 7
High interest rates N4 101 9 109 13 10 N4 10.4 8 17 9.3 8
Unfair competition 95 9.4 10 13.6 19 9 99 9.6 9 73 81 10
Lack or high cost of skilled labor 104 8.6 1 170 137 7 136 9.6 9 5.5 5.6 13
Lack of long-term funding 8.2 76 12 12 10.5 1 838 8.5 12 6.3 5.6 13
Difficulties with transportation logistics 59 6.5 13 3.6 4.7 15 6.9 6.4 13 6.5 14 n
Insufficient domestic demand 48 6.4 14 45 6.7 12 52 5.5 15 48 6.7 12
Legal uncertainty 70 6.0 15 74 6.4 13 85 6.3 14 61 5.6 13
Competition with imported goods 46 39 16 49 32 16 37 35 16 5.0 [ 16
Other 29 5.7 - 23 6.0 - 39 44 - 2.7 6.3 -
None 38 3.4 - 53 43 - 2.8 38 - 36 2.8 -

Note: In the survey, entrepreneurs are asked to indicate up to three items representing the main problems faced by their companies, so the sum of percentages exceeds 100%.

Performance of industry
PRODUCTION NUMBER OF CAPACITY ACTUAL-USUAL INVENTORIES ACTUAL-PLANNED
EVOLUTION EMPLOVEES UTILIZATION (%) CAPACITY LEVELS INVENTORIES
EVOLUTION ? UTILIZATION EVOLUTION

Mar20 Feb-21 Mar-21 Mar20 Feb-21 Mar-21 Mar-20 Feb-21 Mar-21 Mar20 Feb-21 Mar-21 Mar20 Feb-21 Mar-21 Mar20 Feb-21 Mar-21

Total 333 471 505 | 446 508 501 58 69 68 311 449 449 | 500 489 507 | 499 470 483
BY INDUSTRIAL ACTIVITY
glll:r;lrr;isgd 456 492 543 | 494 509 503 68 4 75 452 459 492 | 49.0 547 517 | 541 525 485
Manufacturing 327 470 504 | 444 508  50.1 57 68 68 305 449 448 | 499 488 50.6 | 496 469 482
BY COMPANY SIZE
Small’ 280 432 451 | 44 418 415 49 61 60 268 413 403 | 432 464 461 | 423 433 44O
Medium? 351 466  50.8 | 450 505 497 58 68 67 318 443 441 | 512 475 503 | 501 456  47.6
Large® 350 493 531 | 46.0 525 516 62 3 B 328 471 476 | 528 509 531 | 535 496  50.8

The indicators vary in the 0-100 interval. Figures above 50 points indicate an increase in inventory levels, that actual inventory is above planned levels or that capacity
utilization is above usual levels for the month. Figures below 50 points indicate a decline in inventory levels, that actual inventory is below planned levels or capacity
utilization is below usual levels for the month.

1 - Company with 10 to 49 employees. 2 - Company with 50-249 employees. 3 - Company with 250-plus employees.
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Financial conditions in the quarter

AVERAGE PRICE OF RAW
PROFITS WATERIALS FINANCIAL SITUATION ACCESS TO CREDIT

Q12020 Q42020 Q12021 | Q12020 Q42020 Q12021 | Q12020 Q42020 Q12021 | Q12020 Q42020 Q12021

Total 312 503 455 631 781 80.0 W4 53.8 499 38 426 #.0

BY INDUSTRIAL ACTIVITY

Mining and 3 5.2 524 570 73 73 443 56.0 531 06 471 138

quarrying

Manufacturing 369 501 452 634 785 804 M3 537 497 36 W24 408

BY COMPANY SIZE

Small N8 455 374 629 788 795 347 48.0 0.6 290 390 353

Medium? 352 484 22 645 794 802 384 522 463 22 #.0 396

Large® 10 537 512 62.4 770 802 464 576 55.8 371 453 W45

The indicators range in the 0-100 interval. Figures above 50 points indicate satisfaction with profits and with financial conditions, easy access to credit or an increase in the
average price of raw materials. Figures below 50 points indicate dissatisfaction with profits and with financial conditions, difficult access to credit or a decrease in the average
price of raw materials.

1 - Company with 10 to 49 employees. 2 - Company with 50-249 employees. 3 - Company with 250-plus employees.

Industrial expectations

PURCHASES OF RAW INVESTMENT
DEMAND EXPORTS VOLUMES MATERIALS NUMBER OF EMPLOYEES INTENTIONS*

Apr20  Mar21  Apr21  Apr20  Mar21  Apr21  Apr20 Mar21  Apr21  Apr20 Mar21  Apr21  Apr20 Mar21  Apr-21
Total 319 54.5 561 337 53.0 54.7 333 53.2 549 352 51.0 513 36.7 55.8 55.7

BY INDUSTRIAL ACTIVITY

Mining and

. 382 61.6 62.7 389 583 63.6 378 581 59.3 419 517 52.3 427 63.7 64.6
quarrying

Manufacturing 315 543 55.9 334 52.8 543 33.0 53.0 54.8 349 50.8 51.3 364 554 55.3

BY COMPANY SIZE
Small’ 309 52.0 55.0 327 50.7 519 312 503 52.7 332 497 49.5 262 425 421
Medium? 326 549 55.4 351 529 54.0 342 532 54.0 347 515 50.4 342 525 522
Large® 320 55.6 571 335 54.2 56.4 338 54.7 56.4 364 513 52.7 433 641 64.2

The indicators vary in the 0-100 interval. Figures above 50 points indicate an expected growth. Figures below 50 points indicate an expected decline.
*The indicator varies in the 0-100 interval. The higher the index, the more industry is likely to invest.
1 - Company with 10 to 49 employees. 2 - Company with 50-249 employees. 3 - Company with 250-plus employees.
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