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Assessment of financial situation improves in

industrial sector in the 3" quarter of 2024

In September 2024, the industrial sector

experienced a contraction in production for

the first time in three months. Conversely,

employment in the sector grew for the third

consecutive month. The Capacity Utilization
(UC) in the sector remained stable for the
month, reflecting the performance of the
sector September. Despite this stability, the
UCl is operating at an elevated level.

During the month, there was a further
decrease in the volume of industrial
inventories, which has been consistently
below the level planned by industrial
entrepreneurs for five consecutive months.

In the September survey, industrial

entrepreneurs also evaluated their financial

situation and identified the main problems faced by the sector.
In the 3 quarter of 2024, industrial entrepreneurs reported
an increase in input and raw materials prices. However, there
was a decrease in the perceived difficulty in accessing credit
and a decrease in dissatisfaction with the profit margin for the
quarter. In this context, there was an overall improvement in
the financial situation assessment.

The most frequently reported problems faced by the sectorin
the 379 quarter of 2024 were the high tax load and the lack or
high cost of input and raw materials, and skilled workers.

In this context, the expectation indices reveal a moderation of

optimism in October. In the month, the expectation indices on

demand, number of employees in the sector, and purchases of

input and raw materials fell. Despite these setbacks, the indices
continue to reflect optimism in the sector.

Industry financial condition indices in the 3 quarter of 2024
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*Indicators range from 0 to 100 points. A score above 50 points indicates an increase in the average price of raw materials, easy access to credit, or satisfaction with the operating profit margin and
financial status. A score below 50 points indicates a decrease in the average price of raw materials, difficult access to credit or dissatisfaction with the operating profit margin and financial status.
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INDUSTRIAL PERFORMANCE IN SEPTEMBER 2024
Industrial production contracted in September, while employment in the

sector expanded

The industrial production evolution index
was 48.8 points in September 2024. Below
the 50 points threshold, the month's
index reveals that there was a reduction

in industrial production in September, in
relation to August 2024. This is the first
contraction in production, following two
months of growth.

There was a contraction in production
across small, medium, and large companies.
The production reduction was also
generalized among regions: except for the
central-west region index, which revealed
production stability (50 points), all other
indices were below the dividing line of the
index, revealing a decline in production.

The number of employees evolution index
reached 51.1 points in September 2024.
Exceeding the 50-point threshold, the index
reveals an increase in industrial employment
from August to September. This marks

the third consecutive month of growth in
industrial employment.

This growth was driven by medium and large
industries, as there was a contraction in
industrial employment in small companies.
The number of employees growth was

also observed in all regions of the country,
except for the southeast region, where
industrial employment remained stable
from August to September.

Production Evolution
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*A score above 50 points indicates an increase in production compared to the previous month, while a
score below 50 points indicates a decrease in production compared to the previous month. The further
the point score is from 50 points, the greater and more widespread the variation.

Number of Employees Evolution
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*A score above 50 points indicates an increase in employment compared to the previous month, while a
score below 50 points indicates a decrease in employment compared to the previous month. The further
the point score is from 50 points, the greater and more widespread the variation.
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Capacity Utilization remains stable in September

From August to September 2024,
industrial Capacity Utilization (UCI)
remained stable at 72%, 1 percentage
point (p.p.) above September’s
historical average value of 71%. This
marks the sixth consecutive month in
which the UCI has remained above the
monthly historical average.

This setback in September results from
a combination of UCI growth in small
companies and UCI contraction in
medium and large companies.

Capacity Utilization
Percentage (%)
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Among regions, the results were also heterogeneous: there
was a contraction in UCl indices in the south, southeast, and
central-west regions, growth in the northeast region, and
stability in the north region.

The actual to usual capacity utilization index reached 45.8
points in September, after falling 0.4 points in relation to
August. The index setback was driven by the contractions
in the indices for small and medium-sized companies, as the
index for large companies grew during the period. Among
regions, only the indices for the northeast and central-west
did not contract.

2%

Jan Feb Mar Apr May

—e— 2022

...-—al i

Jun Jul Aug Sep Oct Nov Dec

—o— 2023 —e— 2024




Industrial Survey (

ECONOMICINDICATORSCNG |
ISSN 1676-0212 - Year 27 « Issue 9 - September 2024 /

Inventories fall and remain below the sector’s planned level

The inventory evolution index reached inventories only grew in the northeast and central-west. In
49.2 points in September. Below the other regions, inventories contracted.

50-point line, the index for the month

reveals a contraction in inventories in The actual to planned inventory evolution index was 49.2
September, in relation to August. From points in September, an increase of 0.7 points in relation to
August to September, the index moved August. Below the 50-point dividing line, the month’s index
further away from the index’s dividing reveals that inventories remain at a level lower than that
line, signaling a more intense and planned by industrial entrepreneurs.

widespread contraction among sectors
than that observed from July to August. The growth in September was led by the indices for
small and large companies — the index for medium-sized

The inventory contraction in September companies contracted during the period. Among regions,

is explained by the inventory decrease the results were also heterogeneous: there was growth in
in small and medium-sized companies, the indices for the northeast and south, a contraction in the
as there was an expansion of inventories indices for the north and central-west, and stability in the
in large companies. Among regions, index for the southeast region.

Inventory evolution and actual to planned inventory evolution
Diffusion index (0 to 100 points)*
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*A score above 50 points indicates an increase in inventory levels or that actual inventory is above planned levels. A score below 50 points indicates a decline in inventory levels
or that actual inventory is below planned levels. The further the point score is from 50 points, the greater the change or the distance from planned levels.
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INDUSTRY FINANCIAL CONDITIONS IN THE 3 QUARTER OF 2024

Industrial entrepreneurs express satisfaction with the financial situation

The credit access ease index reached 42.9
pointsin the 39 quarter of 2024, aftera 1.6
points growth in relation to the 2" quarter
of the year. Although the index remains
below the dividing line, revealing difficulty
in accessing credit, the growth of the index
between quarters indicates a reduction in
this perceived difficulty. Among the indices
by size, all of them remain below 50 points,
despite the growth observed in all indices.

The raw materials average price index,
which also grew 1.6 points transitioning to
the 3 quarter of 2024, reached 62.9 points.
Exceeding the 50-point threshold, the index
reveals that, in the 3 quarter of the year,
the perception of increasing input prices
was more intense and widespread than

that observed in the 2" quarter. Among the
indices by size, all grew and were above the
index’s dividing line.

The profit margins satisfaction index, in
turn, reached 47 points, after growing 2
pointsin relation to the 2" quarter of the
year. Although the index for the quarter
indicates that the sector’s entrepreneurs
remain dissatisfied with profit margins,

the index growth reveals a reduction in
this dissatisfaction. Dissatisfaction with
operating profit decreased for all industrial
sizes in the quarter.

Finally, the financial situation satisfaction
index reached 51.7 points in the 39 quarter,
after a 1.4 points growth in relation to

the previous quarter. This was the second
consecutive quarter in which the index
exceeded 50 points, revealing industrial
entrepreneurs’ satisfaction with the
financial situation. In the quarter, the indices
for all sizes of industry grew. However, only
the indices for medium and large companies
exceeded 50 points in the quarter.

Average price of raw materials
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*The index ranges from 0 to 100. A score above 50 points indicates an increase in the price of raw
materials. A score below 50 points indicates a decrease in the price of raw materials.

Satisfaction with operating profit and financial situation
Diffusion index (0 to 100 points)*
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*Satisfaction indices range from 0 to 100. A score above 50 points indicates satisfaction. A score
below 50 indicates dissatisfaction.

Ease of access to credit
Diffusion index (0 to 100 points)*
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*The index ranges from 0 to 100. A score above 50 points indicates easy access to credit. A score
below 50 points indicates difficult access to credit.
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PROBLEMS FACED BY INDUSTRY IN THE 3" QUARTER OF 2024

High tax load, Lack or high cost of raw material and skilled workers were the
main problems faced

In the 3 quarter of 2024, the high tax

load was reported as the most significant Main problems faced by the Industry in the quarter
problem faced by industry. This problem, Percentage of total industries (%)*
which has been the most cited since the 16
last quarter of 2023, was indicated by High tax load 355
33.6% of industrial entrepreneurs in the Lack or high cost of raw material
39 quarter, representing a decline of ) )
1.9 p.p. compared to the percentage of Lack or high cost of skilled workers
indications in the 2" quarter of the year. (et cmesite cEmg
The second most significant problem High-interest rates
in the quarter was the lack or high cost Unfair competition
of raw material, indicated by 24.9% of )
industrial entrepreneurs. From the 2™ to RIS
the 3 quarter of 2024, the percentage Exchange rate
of companies that consider this as one of e el
the three main problems grew by 1.8 p.p.. S
Thus, this problem moved from the third Lack of working capital
to the second position in the list. .
Legal uncertainty

The lack or high cost of skilled workers, Competition with imports
VYhICh in Fhe p.rewous' quarter’was in the Insufficient external demand
sixth position in the list of main problems,
reached the third position in the list in Lack or high cost of energy
the 3 quarter of 2024. In the transition . .

i Client delinquency
between quarters, there was an increase
of 4.4 p.p.in the percentage of companies Lack of long-term financing

. : . B (32024

that consider this as one of the three main Other ! Q2202
problems. This percentage reached 23% in ’
the 3 quarter of 2024. None %

. *In the survey, the entrepreneur is asked to mention up to three real problems for his or her
In the quarter, the challenges of high company. Thus, the sum of the percentages exceeds 100%.

interest rates and difficulties in transport
logistics also stood out. Although it

did not change position in the list (5™
position), the problem of high interest
rates saw an increase of 2.3 p.p. of
indications transitioning to the 3 quarter
of 2024. The problem of difficulties in
transport logistics, which saw an increase
of 2.6 p.p. of indications transitioning
between quarters, moved up three
positions, reaching the 9™ position in the
list in the 39 quarter of the year.
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INDUSTRIAL EXPECTATIONS IN OCTOBER 2024
Expectation indices reveal moderation of optimism in October

In October 2024, the exports
expectation index grew, while the
expectation indices on demand,
exports, and purchase of input

and raw contracted. Despite these
setbacks, all indices remain above
the 50-point dividing line, indicating
growth expectation for the

next six months.

The demand expectation index
reached 56.3 points in October, after
contracting 1.4 points in relation to
September. The purchase of input
and raw materials expectation index
reached 54.3 points in the month,
after contracting 1.3 pointsin
relation to September’s result. The
indices contraction between months
indicates a reduction in optimism

in relation to the expectations on
demand and purchase of input and

raw materials for the next six months.

Despite these setbacks, both indices
remain above the dividing line of
the index, indicating optimism by
industrial entrepreneurs. Similarly,
although the indices contracted in
the month in all sizes and regions, all
of them reveal optimism.

The number of employees
expectation index reached 52 points
in October, after contracting 0.7
points in relation to September.

As well as the expectation indices

on demand and purchase of input
and raw materials, despite the
contraction between months, the
number of employees expectation
index remains optimistic — this is also

Expectation indices
Diffusion index (0 to 100 points)*
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*A score above 50 points indicates expectations of growth, while a score below 50 points indicates an
expected decrease. The further the point score is from 50 points, the greater and more widespread the
expected variation.

verified for the indices segmented by size. Among regions, all
indices were above 50 points in September, and the indices for
the north and northeast regions grew in the month.

Finally, the exports expectation index, the only one to grow
in the month (variation of +0.2 points), reached 52.8 points
in October. This growth between months, which indicates an
increase in optimism by industrial entrepreneurs, was driven
by small industries: in the month, only the index for these
companies grew. Although the indices for medium and large
companies contracted during the period, all remain above
50 points. Among regions, only the indices for the southeast
and central-west regions grew during the month. Most of the
indices remain optimistic, except for the index for the south
region, which remains below 50 points since May 2024.
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Investment intention grows in October

The investment intention index reached 58.3 points in October 2024, after growing 0.2 points in relation
to September’s result. With this rise, the index is 6.2 points higher than the series historical average,
which is 52.1 points.

Investment intention
Diffusion index (0-100 points)*
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*The higher the index, the greater the industry’s propensity to invest.
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RESULTS

Financial conditions in the quarter

AVERAGE PRICE OF
OPERATING PROFIT MARGIN RAW MATERIALS FINANCIAL SITUATION ACCESS TO CREDIT

032023 Q22024 Q32024 Q32023 Q22024 Q32024 Q32023 Q22024 Q32024 Q32023 Q22024 Q32024

Total 453 45.0 47.0 52.6 61.3 62.9 50.3 50.3 517 5.2 §n.3 429
BY INDUSTRIAL SEGMENT
Mining and quarrying 524 514 474 611 56.8 59.2 533 542 532 46.5 409 448
Manufacturing 45.0 448 47.0 524 615 631 501 50.2 51.6 1.0 1§22 428
BY SIZE
Small' 41.6 41.6 43.0 553 614 63.6 449 449 46.2 374 375 39.6
Medium? 443 434 45.0 547 62.6 64.0 492 496 504 L4 416 529
Large® 477 415 50.1 501 60.6 62.0 53.5 534 55.2 43.0 43.0 445

Indicators range from 0 to 100 points. A score above 50 points indicates satisfaction with the operating profit margin and financial status, easy access to credit, or an
increase in the average price of raw materials. A score below 50 points indicates dissatisfaction with the operating profit margin and financial status, 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 to 249 employees. 3 - Company with 250 or more employees.

Main problems in Industry

GENERAL SMALL AVERAGE LARGE
022024 032024 022024 Q32024 022024 Q32024 Q22024 Q32024
Items % % |Position % % |Position % % |Position % % | Position
High tax load 355 33.6 1 437 424 1 378 378 1 30.2 2711 1
Lack or high cost of raw material 231 24,9 2 226 281 3 28 25.5 2 236 29 3
Lack or high cost of skilled workers 186 23.0 3 238 285 2 191 253 3 15.7 191 5
Insufficient domestic demand 263 218 4 250 20.5 5 219 239 4 261 2113 4
High-interest rates 194 217 5 16.0 18.0 6 181 19.5 5 217 24.7 2
Unfair competition 15.9 16.5 6 236 22.6 4 163 16.7 6 n8 13.3 9
Excessive red tape 133 141 7 128 15 10 135 14.6 7 135 15.2 8
Exchange rate 19.6 14.0 8 1.8 Al 13 189 127 8 239 181 6
Difficulties in transport logistics 107 13.3 9 6.2 6.0 14 12 121 9 12.6 17.6 7
Lack of working capital 10.6 1.2 10 135 131 7 105 1.6 10 93 101 13
Legal uncertainty 13.0 11 1 8.6 14 12 13.6 11 n 148 13.0 10
Competition with imports 1.0 10.6 12 91 8.4 1 1.8 9.0 12 15 1.5 1
Insufficient external demand 99 8.6 13 6.4 49 16 84 8.6 13 124 10.4 12
Lack or high cost of energy T4 18 14 132 120 8 9.0 8.6 13 3.6 5.3 16
Client delinquency 82 71 15 1.5 1.8 9 8.8 14 15 6.3 59 15
Lack of long-term financing 5.8 6.4 16 5.6 5.8 15 5.6 6.5 16 6.0 6.6 14
Other 29 3.4 - 13 1.6 - 3.6 2.6 - 33 4.8 -
None 70 6.5 - 13 16 - 6.0 51 - 74 6.6 -

Note: In the survey, the entrepreneur is asked to flag up to three real problems for his or her company. Thus, the sum of the percentages exceeds 100%.
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RESULTS
Industry Performance
PRODUCTION NUMBER OF CAPACITY ACTUAL-USUAL INVENTORIES ACTUAL-PLANNED
EVOLUTION EMPLOYEES VOLUTION UTILIZATION (%) CAPACITY UTILIZATION LEVELS EVOLUTION INVENTORIES
Sep-23 Aug-24 Sep-24 Sep-23 Aug-24 Sep-24 Sep-23 Aug-24 Sep-24 Sep-23 Aug-24 Sep-24 Sep-23 Aug-24 Sep-24 Sep-23 Aug-24 Sep-24
Total 464 522 488 | 493 507 511 70 2 n 425 462 458 | 508 496 492 522 485 492
BY INDUSTRIAL ACTIVITY
m::lrr;iisgd 464 52.0 498 477 517 50.9 7 3 n 451 454 432 52.6 506  45.0 534 55.7 499

Manufacturing 464 522 488 | 493 507 511 70 73 n R4 462 459 | 508 496 494 | 521 483 493

BY COMPANY SIZE
Pequena’ 460 493 481 481 490 496 63 65 66 4.6 451 450 | 490 471 470 | 483 453 458
Média? 46.0 522 486 | 487 506 504 67 70 69 K4 453 435 | 519 497 486 | 521 484 48.0
Grande? 469 537 493 | 502 515 522 75 7l 76 435 413 414 511 507 506 | 541 501 515

Indicators range from 0 to 100 points. A score above 50 points indicates an increase, above-planned inventories, or capacity utilization higher than usual. On the other
hand, a score below 50 points suggests a decrease, lower-than-planned inventories, or a capacity utilization lower than usual.
1- Company with 10 to 49 employees. 2 - Company with 50 to 249 employees. 3 - Company with 250 or more employees.

Industrial Expectations

PURCHASES OF RAW INVESTMENT

DEMAND EXPORTS VOLUMES MATERIALS NUMBER OF EMPLOYEES INTENTIONS*

Oct23 Sep2% Oct2% Oct23 Sep2% Oct2% Oct23 Sep24 Oct24 Oct23 Sep2% Oct2% Oct23 Sep2%  Oct24

Total 54.5 517 56.3 517 52.6 52.8 524 55.6 543 50.7 527 520 54.5 581 583

BY INDUSTRIAL ACTIVITY

Mining and
quarrying

Manufacturing 54.6 571 56.3 512 523 52.6 52.5 55.6 54.3 50.6 52.8 520 539 579 581

532 572 587 59.2 571 55.8 531 534 544 531 518 535 68.0 62.6 61.8

BY COMPANY SIZE
Small’ 532 554 544 489 51.0 52.8 519 541 529 495 52.0 512 40.3 44.0 45.6
Medium? 532 57.0 56.5 511 532 52.7 514 55.2 54.6 497 524 523 524 564 56.5
Large® 55.9 59.3 572 53.5 531 529 53.2 56.5 548 51.8 53.2 523 62.6 66.0 65.5

Indicators range from 0 to 100 points. A score above 50 points indicates expectations of growth, while a score below 50 points indicates an expected decrease.
*Index ranges from 0 to 100 points. The higher the index, the greater the industry’s propensity to invest.
1- Company with 10 to 49 employees. 2 - Company with 50 to 249 employees. 3 - Company with 250 or more employees.
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