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Industrial activity approaches
pre-pandemic levels in July

As in the past two months, industry levels. Capacity utilization increased by 5 percentage points, up
continues to show signs of recovery. from 62% to 67%, standing just one percentage point below the
In July, production increased in a figure observed in February 2020 and July 2019. It is also worth
particularly strong and widespread noting that July saw an increase in industrial employment.
fashion — although it should be

recognized that industrial activity was In this scenario of stronger recovery, business optimism has

still quite low in June. become even more intense and widespread, with entrepreneurs

expecting to see an increase in demand and exports and
After three months of rebound, industrial ~ showing greater willingness to purchase raw materials, hire
activity moved very close to pre-pandemic  additional staff and invest.

Actual-usual capacity utilization
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.
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PERFORMANCE OF INDUSTRY IN JULY 2020

Production and employment increase in July

The indices measuring production

and number of employees indicate a
further recovery in industrial activity in
July, one more intense and widespread
than in the previous month.

The production index amounted

to 59.4 points in June, marking its
highest point since March 2010.

This is to say that it shows a strong
rebound in industrial production

in the month, but it should be
considered that industrial production
in June was at a very low level on
account of the pandemic. As it is a
diffusion index, readings above the
50-point dividing line indicate month-
over-month growth. The further away
from the 50-point mark, the stronger
and more widespread the growth of
industrial production.

The index of number of employees
hit the mark of 50.9 points in July.
This is the first month that the index
exceeds 50 points — thus indicating
anincrease in employment —since
February, before the outbreak of the
pandemic in Brazil. In April, the index
showed a sharp drop in employee
numbers, when the index reached

its lowest point in the year: 38.2
points. Since then, the indicator had
been moving closer to 50 points, but
still showed a downward trend in
industrial employment.

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 recovers rapidly

The capacity utilization indices 50-point dividing line, meaning that actual capacity utilization is

experienced further increases in July. The
results show that capacity utilization is
now very close to pre-pandemic levels.

below usual levels for July.

Average capacity utilization

Percentage (%)
The average capacity utilization rate 75
increased by 5 percentage points from
June to July to 67%. The result for the 70 4
month approached that observed in
February and July 2019, when the index 65 1
stood at 68%. The lowest recent result 5
was 49% in April, the most critical period
of the crisis resulting from the pandemic. 55
The indicator measuring actual-usual 50
capacity utilization reached 44.1 points in y

July, standing at virtually the same point
as in February 2020 (44.6 points). Despite
the increase, the index remains below the

Inventories remain low

Inventories continued to fallin July this
year, remaining below the levels planned by
industry. Companies continue to prioritize
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Inventory levels and actual-planned inventory levels
Diffusion index (0-100 points)*
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reducing finished product inventories. 54
The inventory index stood at 45.5 points »
in July, showing another decline in 50 12 i e 28 il “6.0 460
inventories. In July, the index measuring 49.7 -
actual-planned inventory remained 8 48.4
unchanged from June at 46 points, 46
meaning that inventories are currently 455
below the levels planned for the month. i 0

%) . . . . . . .
The low availability of working capital in a Jan-20  Feb-20  Mar20  Apr20  May-20  Jun-20  Jul-20

scenario that, albeit optimistic, presents
risks has kept inventories at a low level.

The strategy can avoid costs that would

not translate into revenue growth.

I B nventory levels —e— Actual-planned

= Dividing line

*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 AUGUST 2020

Business optimism increases

Optimism has increased and become
more widespread across industry in
August. All expectation indices, which
were already above the 50-point mark
in July, have remained on the recovery
trend started in the previous months.

The indicator of expected demand

was the one to experience the highest
increase in August, up by 4.8 percentage
points from the previous month to 61.4
points. The index of expected export
volumes grew again by 1.3 points to
52.4 points, moving further away from
the 50-point dividing line.

The indicator measuring expected
purchases of raw materials
experienced a new increase and stood
at 58.7 points, up by 4.4 percentage
points as compared to the previous
month. The index of expected number
of employees has also grown for the
fourth consecutive month, growing
from 50.4 points to 53.5 points and
thus moving away from the 50-point
dividing line.

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.

Investment intentions increase for fourth consecutive month

Entrepreneurs’ willingness to invest
have increased for the fourth month in
a row. In August, the index measuring
investment intentions increased by 4.3
points on a month-over-month basis to
51.0 points.

With the increase, the index is up by
14.3 points from April. The index has
once again surpassed its historical
average (currently at 49.4 points), but
itis 3.1 points lower than the figure
registered in August 2019.

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

$
Lll_uj[, Performance in July

Results by industrial sectors (selected indexes)*

The result for the indices measuring

Production Numberof Actual-usual  Demand

production, number of employees and Sectors evolution employees  capacity  expectations
capacity utilization indicate a recovery in index _ evolution _utilizationindex _ index
production and a decline in spare capacity MINING AND QUARRYING 56.5 49.6 45.8 56.5
across almost all industrial sectors. Mining of non-metal ores 59.8 50.7 473 56.5
MANUFACTURING 52,6 46.7 367 56.5
The sectors that showed the most Food products 54.0 485 43] 584
significant growth were: Rubber, Plastic Beverages 571 4.8 4.7 619
products, Textiles, Computers and Textiles products 64.9 517 483 63.5
electronics, Motor vehicles, Electrical Wearing apparel 4hh 426 24 569
equipment, Pulp and Paper, Furniture, Leather and related products 549 47.0 323 543
Basic metals, and Chemicals, all with a Footwear and parts 5N 48.6 264 60.7
production index above the 60-point mark. ~ _Wood products 541 51.5 439 63.3
Pulp and Paper 62.3 509 45.6 63.6
The sectors that showed reductions in Printing and reproduction of 442 07 22 577
production, that is, with indices below 50 mfcordEd mede
. L . Biofuel 56.3 525 51.3 575
points, were: Printing and reproduction -
of recorded media, Wearing apparel, E&i:l'ﬁgl;r(gsgfgjﬁfg . d”gtiztri;gems' 608 506 461 614
Other manufacturing, and Repair and Soap and detergents, cleaning preparations
installation of machinery and equipment. and others 96 219 238 8
Pharmaceut{cal chemicals and 56 542 542 639
In terms of actual-usual capacity pharmaceuticals
utilization, the following sectors deserve Rubber products 661 54.0 532 597
special mention: Pharmochemicals and Plastics products 65.0 53.9 514 66.8
pharmaceuticals, Cleaning preparations Non-metallic mineral products 59.5 519 447 62.6
and perfumes, Rubber, Plastic products, Basic metals 612 526 4h4 63
and Biofuels, in which activity stood Metal products (except machinery and 581 500 39 60.8
above usual levels for July, that is, with equipment)
an actual-usual capacity utilization rate Computers, electronics and optical products 63.2 50.0 45.6 654
above 50 points. Electrical equipment 62.5 531 494 60.0
Machinery and equipment 59.8 53.2 440 60.6
Motor vehicles, trailers and semi-trailers 63.0 491 338 59.7
Other transport equipment 51.5 529 338 51.5
Furniture 62.3 54.3 50.0 643
. . Other manufacturing 483 489 392 58.0
$ Expectations in August Repair and installation 483 131 353 483

* The indicators vary in the 0-100 interval. Figures above 50 points indicate an increase in production, that
capacity utilization is above usual levels for the month, satisfaction with financial situation or an expected
growth. Figures below 50 points indicate a decline in production, that capacity utilization is below usual
levels for the month, disstisfation with financial situation or an expected decline.

Regarding demand expectations, the
sectors that showed the most optimism
were: Plastic products, Computers and
electronics, Furniture, Pharmochemicals
and pharmaceuticals, Pulp and Paper,
Textile products, Wood products, and
Basic metals.

The Repair and installation of machinery and equipment sector was
the only one to show negative expectations for demand in August.



Industrial Survey

ISSN 1676-0212 - Year 23 - Number 7 - July 2020 ECONOMIC CNI
RESULTS
Performance of industry
PRODUCTION NUMBER OF CAPACITY ACTUAL-USUAL INVENTORIES ACTUAL-PLANNED
EVOLUTION EMPLOYEES UTILIZATION (%) CAPACITY LEVELS INVENTORIES
EVOLUTION UTILIZATION EVOLUTION

Jul-19  Jun-20 Jul-20 Jul<19 Jun20 Jul-20 Jul-19 Jun-20 Jul-20 Jul-19 Jun-20 Jul-20 Jul-19 Jun-20 Jul-20 Jul-19 Jun-20 Jul-20

TOTAL 530 528 594 | 484 469 509 | 68 62 67 | 432 369 441 | 515 450 455 | 528 460  46.0
BY INDUSTRIAL ACTIVITY
mlrr:iigd 503 537 565 | 512 495 496 | 75 70 72 | 450 401 458 | 526 514 469 | 541 522 512
Manufacturing 530 526 594 | 483 467 508 | 68 61 67 | 430 367 438 | 514 448 454 | 528 457 457
BY COMPANY SIZE
Small 508 463 528 | 419 453 482 | 61 54 59 | 40 352 406 | 491 424 460 | 479 401 423
Medium? 527 504 587 | 487 461 506 | 67 61 66 | 442 372 4O | 506 442 463 | 511 435 448
Large® 542 572 630 | 485 481 523 | T2 66 72 | 432 376 458 | 531 467 459 | 562 502 484

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*

Aug19  Jul20  Aug-20 Aug19  Jul20  Aug-20 Aug19  Jul20  Aug20 Aug19  Jul20  Aug-20 Aug19  Jul20  Aug-20
TOTAL 58.3 56.6 61.4 52.2 511 52.4 55.8 543 58.7 50.8 50.4 53.5 541 46.7 51.0

BY INDUSTRIAL ACTIVITY

Mining and
quarrying

Manufacturing 585 56.5 61.6 521 509 52.5 56.0 5k 4 59.0 50.8 504 53.5 541 465 50.8

554 575 56.5 570 551 50.3 511 501 52.3 53.8 498 52.5 55.0 494 56.2

BY COMPANY SIZE
Small’ 589 54.6 58.5 50.0 470 45.7 56.6 517 56.2 519 493 51.5 42.6 359 40.7
Medium? 59.0 56.3 60.3 544 517 52.0 56.3 543 581 512 494 53.8 517 443 50.2
Large® 571 578 63.5 521 52.8 55.9 551 55.6 60.3 501 514 54.3 611 533 56.6

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
1,890 enterprises, including 757 small, 659 medium and 474
large companies.
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August 3-13, 2020. This publication may be copied, provided that the source is mentioned.

Document closed by August 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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