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Industrial Entrepreneurs Manifest Optimism
for 2024's First Semester

As expected for December’s months,
industrial activity fell, with a reduction in

the sector’s production and employment. In
2023, however, this decline was smaller than
usual For the month.

In addition to the activity drop, a reduction
in the volume of unwanted inventories is
also expected between November and
December, which was verified in 2023.
Although the decline was weaker compared
to the indicator history, December’s drop
led inventories to the level planned by the
sector’'s companies.
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Regarding financial conditions, industrial entrepreneurs show less
dissatisfaction with profit, less difficulty in accessing credit and
perceive more moderate price increases. In addition, the perception
of the overall financial situation is positive.

As for expectations, in January 2024 all indicators advanced,
expressing greater optimism. It is usual that entrepreneurs show
optimism in January; however, in 2024, it was more intense and
widespread than usual.

In this scenario, the main problems faced by industrial entrepreneurs
remained the same between the third and fourth quarter of the
year: high tax load, insufficient domestic demand and high interest
rates. Although they remain the same, the mentions’ percentage

of insufficient domestic demand and high interest rates problems
dropped for the second consecutive quarter.
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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.
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INDUSTRIAL PERFORMANCE IN DECEMBER 2023

Industrial Production and Employment Decline Less Than the Usual for the Month

The production evolution index
reached 42.2 points in December 2023.
Below the 50-points line, it represents
a production decrease in relation to
November’s production.

Although the index is lower than the
dividing line of 50 points, itis 0.4
points higher than the average for
December values, which is 41.8 points.
Meaning that a production’s retreat

is expected in December, however, in
2023, this decline was smaller than
usual For the month.

Among different sizes’ companies, all
indices displayed a production decline.
Despite this, the small companies’
index exhibited a slightly more intense
decrease than the usual for the month
—the index is 0.2 points smaller than its
own average for December’s values.

The evolution of number of industry
employees’ index reached 47.9 points
in December 2023, indicating a decline
in industrial employment in relation to
that recorded in November, since it is
below the 50-points dividing line.

The decline in the indicator, as
observed in the production evolution
index, was also milder than usual for
the period, with a smaller and less
widespread reduction in the number of
employees in the sector — the index is
1.1 points higher than the average for
December values.

Among different sizes’ industries,

the results are homogeneous: they
indicate a reduction milder than usual
for the month.
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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 Decreases in December

The capacity utilization (UCI) fell by 4
percentage points (p.p.) from November
to December 2023, reaching 67%. This
percentage is correspondent to the
average for December values, indicating
the level of capacity utilization is in line
with what is expected for the month.
Considering companies of different sizes,
the indices for small and large companies
are 1 p.p. above their respective
December averages, while the indicator
for medium-sized companiesis 1 p.p.
below its respective average.

The actual to planned inventory index
reached 42.4 points in December, after 2
points decline in relation to November's
result. The month’s result is 0.4 points
above December values’ average.
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Inventories Decline to the Level Planned by Companies in December

The inventory evolution index reached 47.9
points in December 2023, the series lowest
value since December 2020. Below the
50-points dividing line, the result indicates
that inventories dropped in December,
compared to November’s recorded volume.

After 0.7 points decline in December 2023
in relation to November's result, the actual
in relation to planned inventories index
reached 49.9 points —this is the first time
in eighteen months that the index does
not record excess inventories. Barely on
the dividing line, the result indicates that
inventories are at the level planned by the
companies in December.

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 4th QUARTER OF 2023
Dissatisfaction with Profit and Credit Access Difficulties, Albeit Milder than Usual

for the Period

The profit margins satisfaction index
reached 46.0 points in the last quarter of
2023, after advancing 0.7 points in relation
to third quarter’s result. Although the index
is under 50 points, indicating dissatisfaction
among entrepreneurs, the quarterly growth
indicates an improvement in perception
between periods. In addition, the index is
still 1.9 points higher than fourth quarter’s
average value, 44.1 points.

The credit access ease index increased 1.6
points between 2023's third and fourth
quarters, reaching 42.8 points. The result
indicates a mitigation of credit access
difficulty perception across quarters and
is positioned 2.9 points above the series
historical average, which is 39.9 points.

The raw materials average price index
reached 54.8 points in the fourth quarter of
2023, after advancing 2.2 points compared
to the result of the third quarter. The

result indicates that the increase in raw
material prices occurred in a more intense
and widespread way among sectors in
relation to the previous quarter. Despite the
advance, the quarter's index is positioned
8.6 points below the series historical
average, at 63.4 points, indicating that the
price increase in the quarter is milder than
usual for the quarter.

The financial situation satisfaction index,

in turn, reached 51.1 points in the last
quarter of 2023, after advancing 0.8

points in relation to the third quarter of
the year, indicating an improvement in
entrepreneurs’ satisfaction. Although it
was close to the dividing line, the index
remained in optimistic field for most of
2023 - except for the first quarter of the
year - and in the last quarter it was 2,0 points
higher than fourth quarter’s average value,
which is 49.1 points.

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 4th QUARTER OF 2023

High Tax Load, Insufficient Domestic Demand and High Interest Rates are Reported

as the Main Problems Faced by Industry

High tax load was listed as the most faced
problem by entrepreneurs in 2023's fourth
quarter, marked by 35.6% of companies.

The percentage of mentions for the item
rose 3,0 percentage points (p.p.) in relation
to third quarter’s result, a period in which
the problem was marked by 32.6% of
industrial entrepreneurs. The high tax load
problem is being listed as one of the most
faced problems since the main problems
mapping was introduced in the survey.

The second most common problem pointed
out by companies in the fourth quarter of
2023 was insufficient domestic demand,
marked by 32% of industrial entrepreneurs.
The percentage of mentions retracted by
1.9 p.p. in relation to 2023's third quarter
result. Nonetheless, the problem has been
pointed out as one of the most faced by
the industrial sector for five consecutive
quarters, that is, since the fourth

quarter of 2022.

The high interest rates problem was the
third most faced by the sectorin 2023's
last quarter, with 20.2% of mentions. The

Main problems faced by the Industry in the quarter

Percentage of total industries (%)*

High tax load

Insufficient domestic demand
High interest rates

Unfair competition

Lack or high cost of skilled workers
Lack or high cost of raw material
Insufficient external demand
Excessive red tape

Competition with imports

Legal uncertainty

Client delinquency

Lack of working capital

Lack or high cost of energy
Difficulties in transport logistics
Exchange rate

Lack of long-term financing
Other

None

N Q42023
s Q32023

problem, which has been listed as one

of the sector’s most faced since 2023's

first quarter, started to show a decline in

its mentions percentage in 2023's third
quarter —as well as the insufficient domestic
demand problem. Between the third and
fourth quarters of 2023, the percentage of
markings retracted by 5.1 p.p..

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

Additionally, the unfair competition and lack
or high cost of skilled workers problems not
only received prominence - as well as in the
year ‘s third quarter - but also respectively
increased by 1.0 and 1.4 points in indications
percentage in the fourth quarter of 2023.
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INDUSTRIAL EXPECTATIONS IN JANUARY 2024

Industrial Entrepreneurs Reveal Optimism in January

From December 2023 to January 2024 all Expectation indices

expectation indicators increased, reflecting 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
After an increase of 1.9 points between expected decrease. The further the point score is from 50 points, the greater and more widespread the
December 2023 and January 2024, the expected variation.

number of employees expectation index
returned to optimistic field, reaching 51.4
points. The index is also 1.3 points higher than
January's average values, which is 50.1 points,
indicating stronger employment growth
expectation than usual for the month.

Investment Intention Advances in January

The investment intention index reached Investment intention
57.2 pointsin January 2024, after advancing  Diffusion index (0-100 points)*
0.9 points in relation to December 2023's 65
result. The index is 5.5 points higher than 60 -
the series historical average, which is 55
51.7 points. 50 A
45
40
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30 . .
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—— Investment intention - - - - Historical average (51.7 points)
*The higher the index, the greater the industry’s propensity to invest.
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RESULTS
Financial conditions in the quarter
OPERATING PROFIT MARGIN Ax::f;i::;:ng FINANCIAL SITUATION ACCESS TO CREDIT
042022 Q32023 Q42023 Q42022 Q32023 Q42023 Q42022 Q32023 Q42023 Q42022 Q32023 Q42023
General Industry 47.3 453 46.0 56.0 52.6 54.8 51.8 50.3 511 42.7 §.2 42.8
BY INDUSTRIAL SEGMENT
Miningand quarrying 515 524 53.0 504 611 569 567 533 544 496 465 483
Manufacturing 47 450 4538 56.0 524 54,8 517 501 509 5 £1.0 525
BY SIZE
Small' 44.0 4.6 42.0 592 55.3 56.7 46.6 449 459 381 374 394
Medium? 451 443 45.2 5611 54.7 55.7 50.2 492 50.3 421 K4 424
Large® 501 477 485 Shk 501 53.4 55.3 53.5 54.0 452 43.0 44.6
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
Q32023 Q42023 Q32023 Q42023 Q32023 Q42023 Q32023 Q42023
Items % % |Position| % % |Position| % % |Position| % % |Position
High tax load 326 35.6 1 38.8 $a 1 383 357 1 26.6 32.8 2
Insufficient domestic demand 339 32,0 2 26.8 26.3 2 35.8 329 2 36.5 343 1
Unfair competition 253 20.2 3 218 18.6 5 245 18.2 4 215 221 3
Lack or high cost of skilled workers 16.5 1.5 4 A4 24.7 3 16.0 1.8 5 12.8 13.8 6
High-interest rates 161 15.8 5 22.0 215 4 19.0 159 6 1.6 13.0 7
Lack or high cost of raw material 152 15.3 6 172 183 6 156 18.9 3 14.0 12.0 10
Client delinquency 13.7 133 7 83 7.8 13 92 78 15 18.8 19.0 4
Lack of working capital 19 12.6 8 16 1.2 10 101 14.7 7 13.0 123 9
Lack or high cost of energy 10.8 124 9 101 9.3 12 95 15 10 18 14.5 5
Excessive red tape 134 123 10 18 9.6 n 123 13.6 8 16.7 13.0 7
Legal uncertainty 122 ns n 14.7 14.2 7 1.8 9.7 13 m 1.0 n
Competition with imports 1.0 14 12 144 14.2 7 123 12.5 9 87 9.5 13
Insufficient external demand 93 9.4 13 n9 131 9 103 10.6 1 75 70 15
Difficulties in transport logistics 83 923 14 53 6.1 14 93 929 12 92 10.5 12
Lack of long-term financing 92 6.5 15 4.2 2.6 16 13 4.6 16 12.6 9.5 13
Exchange rate 6.4 5.9 16 59 5.7 15 6.8 8.3 14 6.5 4.8 16
Other 28 2.4 - 21 22 - 32 23 - 29 25 -
None 61 71 - 13 13 - 5.7 7.8 - 58 7.8 -

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 100 100%.
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Industry Performance
PRODUCTION NUMBER OF CAPACITY ACTUAL-USUAL INVENTORIES ACTUAL-PLANNED
EVOLUTION EMPLOYEES VOLUTION UTILIZATION (%) CAPACITY UTILIZATION LEVELS EVOLUTION INVENTORIES
Dec-22 Nov-23 Dec23 Dec22 Nov-23 Dec23 Dec22 Nov-23 Dec23 Dec22 Nov-23 Dec23 Dec22 Nov-23 Dec23 Dec22 Nov-23 Dec-23
Total 428 485 422 469 489 479 67 n 67 422 4l 4624 495 49.6 479 517 50.6 499
BY INDUSTRIAL ACTIVITY
m‘l:ﬁisgd 499 46.2 372 479 51.0 594 75 77 n 473 482 442 477 545 484 522 55.7 52.7

Manufacturing 427 486 425 | 469 488 419 67 n 67 421 443 K24 | 495 493 419 517 504 499

BY COMPANY SIZE
Small’ 435 490 431 | 464 490 418 63 65 63 §9 438 W4 | 46 493 468 | 469 417  46.6
Medium? 49 483 W24 | 480 491 481 66 69 65 46 432 #2 | 504 505 497 | 518 501 50.6
Large® 45 483  HT | 466 488 419 70 75 n 47 454 436 | 499 492 415 | 540 523 511

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 NUMBER OF EMPLOYEES INVESTMENT

DEMAND EXPORTS VOLUMES MATERIALS INTENTIONS*

Jan-23 Dec23 Jan24 Jan-23 Dec23 Jan-24 Jan23 Dec23 Jan24 Jan-23 Dec23 Jan-24 Jan-23 Dec23  Jan-24
Total 522 52.0 55.6 511 509 53.8 513 509 54.4 49.0 495 514 537 56.3 572

BY INDUSTRIAL ACTIVITY

Mining and

. 56.3 55.3 569 517 55.9 561 54.8 50.3 54.7 50.2 52.5 53.5 64.7 66.9 594
quarrying

Manufacturing 521 518 55.5 509 50.5 537 512 50.8 544 489 494 513 53.3 55.9 57.0

BY COMPANY SIZE
Small’ 50.5 501 538 418 483 529 494 50.0 524 481 493 50.0 4.0 437 439
Medium? 522 519 55.0 541 53.2 56.0 50.8 512 53.6 489 50.0 50.6 504 541 55.5
Large® 531 529 56.8 512 51.0 53.0 52.6 511 559 495 493 52.5 61.8 63.7 64.6

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.
*Indicator 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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