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THE FUTURE OF INDUSTRY

Impact of the pandemic is still severe, but
less intense than in April

The impacts of the crisis brought about
by the pandemic on industrial activity
were still severe in May. Industry’s
performance is still quite negative, but
the downturn in production was less
intense and capacity utilization took an
upturn once again.
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Entrepreneurs continue to forecast a drop in demand, exports,
purchases of raw materials and number of employees over the
next six months. However, pessimism declined significantly

in June; itis now less intense and widespread than in recent
months. Investment intentions remain low.
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PERFORMANCE OF INDUSTRY IN MAY 2020

Production and employment on a continued downturn in May

Still under the effects of the Covid-19
pandemic, production and employment
declined further in May compared to

the previous month. It should be noted,
however, that the performance of
industrial activity was less negative in May
thanin the previous month.

Declines were less widespread, i.e. they
affected a smaller number of companies.
This is confirmed by the indices measuring
production evolution and number of
employees. They remain below the
50-point dividing line (indicating that

they dropped), but are higher than the
indicators recorded in April.

The production evolution index stands at
43.1 points, 6.9 points below the 50-point
dividing line separating decreased and
increased production. In April, this distance
was equivalent to 24 points.

The number of employees isin turn at
42.0 points in the month, 8 points below
the dividing line. In April, this distance
amounted to 11.8 points. It is noteworthy
that it this is the second sharpest variation
recorded in the month of May, behind only
the figure recorded in 2015, when the
index hit the mark of 41.4 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 production. Figures
below 50 points indicate a month-over-month decline in number of employees. The
further away from 50 points, the greater and more widespread the change.
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Production capacity utilization remains low

Capacity utilization indices show a relative
improvement in industrial activity, even
though they remain very far from the levels
recorded before the pandemic broke out.

The index measuring actual-usual capacity
utilization, which indicates whether industrial
activity is up or down, rose by 5.8 pointsin
May, to 29.7 points. Figures below 50 points
indicate a slowdown in activity. Despite

a recovery, activity remains very low: the
index stands at 13.2 points below the level
recorded in May 2019 and 20.3 points below
the 50-point dividing line.

Capacity utilization increased in turn by 6
percentage points between April and May,
rising to 55%. Despite this increase, this
percentage is the second lowest in the entire
historical series started in 2011, and is 12
percentage points below the level recorded
in the same period in 2019.

Falling inventories

Inventories are down and below the level
planned by industry. The interruption in
production caused inventories to respond
more strongly to any change in demand.

Inventory levels and actual-planned inventory levels

Diffusion index (0-100 points)*
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* Figures above 50 points indicate that capacity utilization is above usual levels for the month. Figures
below 50 points indicate that capacity utilization is below usual levels for the month. The further away
from 50 points, the greater and more widespread the distance from usual levels for the month.

The index measuring the evolution of inventories stood at

46.2 points, suggesting a significant reduction in inventories,
while the one measuring actual versus planned inventory levels
amounted to 47.4 points, showing that inventories are below
the levels anticipated by industry.
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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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INDUSTRY'S EXPECTATIONS IN JUNE 2020

Significant fall in pessimism

The strong pessimism observed in Expectation indices
the previous two months decreased Diffusion index (0-100 points)*
both in terms of scope and intensity.
All expectation indexes are below
the dividing line, but they improved
significantly in June.
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The expected demand index increased by
13.6 points in the monthly comparison,
to 48.7 points, approaching the 50-point
dividing line separating prospects of
falling demand from rising demand over —e- Demand —e- Exports — Dividing line
the next six months. The index measuring
expected exported volumes increased by 65
12.4 points, to 45.8 points.
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The index measuring expected number
of employees grew in turn by 7.2 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.

Investment intentions remain low

The investment intention index remains Investment intentions

low, reflecting pessimism on the part of Diffusion indices (0-100 points)*

industrial entrepreneurs. However, the
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*The higher the index, the more industry is likely to invest.
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RESULTS BY SECTOR

$
|,IL.L]|J Performance in May

Production in the Biofuels; Soap and
detergents, cleaning preparations and
others; and Pharmaceutical chemicals and
pharmaceuticals sectors was up in May. These
are also the sectors that recorded the least
negative evolution in number of employees
in relation to other sectors and with actual
capacity utilization closer to the usual. In

the case of Pharmaceutical chemicals and
pharmaceuticals, all indexes exceeded 50
points, i.e. in addition to recording increased
production, the sector experienced an
increase in number of employees and actual
capacity utilization above the usual.

At the other end, the Printing and
reproduction of recorded media; Leathers
and related products; Footwear and parts;
and Wearing apparel sectors are still
recording the lowest performance levels,
with the sharpest declines in production and
number of employees, in addition to actual
capacity utilization far from the usual.

i $ Expectations in June

Expectations have improved in all sectors.
In nine sectors, entrepreneurs are once
again optimistic and expecting to see an
increase in demand for their products over
the next six months, as shown in the table
to the right. The expectations observed
for the Pharmaceutical chemicals and
pharmaceuticals sector deserve special
mention, as their index rose to 64.5 points.
No sector had recorded optimism in May.

Despite the improved expectations in the
month, the indices for the Printing and
reproduction of recorded media; Leathers
and related products; Footwear and parts;
and Wearing apparel remain below 40
points. These are the sectors for which
the greatest pessimism was recorded.

ECONOMIC CNI
Results by industrial sectors (selected indexes)*
Production Number of Ac::al-u.sual Demand
Sectors e\(olution employ.eeS util?z:ctiit:n expgctations
index  evolution index index
MINING AND QUARRYING 48.4 474 452.0 474
MANUFACTURING 42.8 4.7 291 48.6
Food products 452 442 392 54.5
Beverages 448 422 323 52.7
Textiles products 39.0 39.0 20.2 46.9
Wearing apparel 220 349 15.3 347
Leather and related products 264 371 N4 329
Footwear and parts 283 355 151 33.8
Wood products 384 44,8 30.2 517
Pulp and Paper 399 44,0 269 489
Printing and reproduction of recorded media 226 349 ni 393
Biofuel 619 48.8 48.8 56.0
encbloensn e s | w | w |
zﬁzpoi;srgetergents, cleaning preparations 57 466 31 50.0
Eﬂgng‘dggghemkals and 539 526 526 645
Rubber products 46.6 4.6 277 52.7
Plastics products 4.8 40.5 289 475
Non-metallic mineral products {2 427 282 541
Basic metals 415 41 28.6 464
ZAqejia;r?]:;Ondt;mS (except machinery and 40,0 408 270 32
Computers, electronics and optical products 348 371 197 523
Electrical equipment 361 378 30.6 4 4
Machinery and equipment 455 4.0 29.8 473
Motor vehicles, trailers and semi-trailers 492 40.7 211 45.8
Other transport equipment 42.6 4§12 25.0 4§12
Furniture 40.2 34.2 209 46.8
Other manufacturing 387 435 234 51.6
Repair and installation 443 409 284 432

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%.
*The indicators vary in the 0100 interval. Figures above 50 points indicate an increase in production or in
number of employees, that capacity utilization is above usual levels for the month or an expected growth.
Figures below 50 points indicate a decline in production or in number of employees, that capacity utiliza-

tion is below usual levels for the month or an expected decline.
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RESULTS
Performance of industry
PRODUCTION NUMBER OF CAPACITY ACTUAL-USUAL INVENTORIES ACTUAL-PLANNED
EVOLUTION EMPLOYEES UTILIZATION (%) CAPACITY LEVELS INVENTORIES
EVOLUTION UTILIZATION EVOLUTION

May-19 Apr20 May-20 May-19 Apr20 May-20 May-19 Apr-20 May-20 May-19 Apr-20 May-20 May-19 Apr20 May-20 May-19 Apr-20 May-20

Total 509 260 431 | 485 382 420 | 67 49 55 | 429 239 297 | 50.8 482 462 | 516 498 474
BY INDUSTRIAL ACTIVITY
gnl'lg'r':iﬁgd 542 430 484 | 513 460 474 | 70 67 67 | 466 405 420 | 436 507 482 | 4717 504 484
Manufacturing 507 252 428 | 484 379 47 | 6 48 54 | 428 232 291 | 509 481 460 | 518 498 473
BY COMPANY SIZE
Small 46 240 356 | 465 361 404 | 59 43 48 | 403 223 280 | 479 L5 4.8 | 40 K0 405
Medium? W4 269 L24 | 483 377 M2 | 66 50 54 | 423 246 296 | 504 467 457 | 507 476 454
Large® 534 266 412 | 496 395 432 | M 51 58 | 446 243 305 | 524 523 486 | 543 554 518

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.

Industrial expectations

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

Jun-19  May20  Jun-20  Jun-19  May20 Jun-20 Jun-19  May20 Jun20 Jun-19  May20 Jun-20 Jun-19  May-20 Jun-20

Total 573 351 48.7 52.6 33.4 45.8 54.6 34.7 46.5 50.8 381 453 52.3 369 K4

BY INDUSTRIAL ACTIVITY

Mining and

. 53.8 431 414 50.5 4611 481 491 446 44.3 517 4571 417 55.2 52.8 52.2
quarrying

Manufacturing 574 346 48.6 526 328 457 547 342 46.6 507 377 45.2 52.2 36.2 409

BY COMPANY SIZE
Small’ 56.2 340 46.1 50.0 302 5.3 53.5 325 43.2 50.5 357 43.2 40.5 254 315
Medium? 56.8 363 483 53.0 339 L 54.7 357 46.0 50.6 376 449 498 352 393
Large? 581 350 50.2 53.7 348 48.2 55.0 353 48.5 511 395 46.6 595 435 414

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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Sample profile
1,859 enterprises, including 724 small, 663 medium and 472
large companies.

Data collection period Subscriptions: Customer Service - Phone: +55 (61) 3317-9992 - email: sac@cni.com.br
June 1-10, 2020. This publication may be copied, provided that the source is mentioned.

Document closed by June 19, 2020.

Learn more

For more information on the survey, including sectoral and
regional results, previous editions, methodology and historical

series, kindly visit: www.cni.com.br/e_sondindustrial
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