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Another positive print
What happened

In July, services activity increased 0.5% versus the previous month, seasonally adjusted, coming in line with

market expectation. It was the third monthly growth in a row, being now 12.8% above the pre-pandemic level
of February 2020.

The growth occurred in three out of five segments, which we highlight household services that grew 1.0% and

transport and mail that went up 0.6%. Conversely, Professional & Management segment posted drop of 1.1%.

Services Survey in volume

Services Activity by segment
(% versus the previous month, seasonally-adjusted)
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Our expectation

Despite the positive print, there are clear signs of slowdown. The two last monthly readings came below the
average of the previous months, while the year-over-year comparison posted 5.1% in May and it was reduced

to 3.5% in July reading. The resilient labor market coupled with wage readjustments (minimum wage and for
public servants) sustained the recent positive figures.

It was a good start for the third quarter, but we expect weaker readings from now on. Labor market and the
drop of inflation may continue sustaining some demand, but the impulse of grain harvest in the first half is
over that coupled with the underperforming manufacturing sector might hit transport and mail segment. Keep
in mind that the beginning of the easing cycle might impact positively demand more significantly by the end of
the year as interest rates are still restrictive and indebtedness of households and corporates is still high.

In terms of GDP, services might contribute to nearly half of overall GDP growth of 3.2% expected for this year.

CARLOS PEDROSO MAURICIO NAKAHODO
Chief Economist
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