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Consumer demand is slowing 26 July 2012

Retail sales decelerated to 6.4%YoY and unemploymen t rate fell to 12.4% in June. This month’s readings show
that the impact of EURO 2012 on sales and employmen t was rather limited. These data are in line with o ur
baseline scenario of gradual deceleration of consum er demand. We expect that in 2012Q2 consumption
slowed to 1.7%YoY from 2.1%YoY in Q1 and this tende ncy is likely to be continued. The market interpret  ed
these figures as an argument in favour of interest rates cuts. Yields on the shorter end of the curve declined
slightly. In our view, June’s data from the real ec  onomy should moderate the MPC’s stance and trigger its
transition to a neutral bias.

Retail sales, %YoY No EURO 2012 effects in retail sales in June

. In June retail sales increased by 0.2% MoM, which translated into deceleration of
nominal terms

annual pace of growth to 6.4% from 7.7% in May. June’s release proved to be

real terms
lower than market expectations and our forecasts at the level of 9.0%YoY. Retail

sales in real terms increased by 2.6%YoY (against 4.3%YoY in May). In line with
expectations, an acceleration of annual growth was recorded in categories: “food,
beverages and tobacco products” (to 7.6% from 5.8% a month earlier), “non-
specialized stores” (to 15.7% from 13.9% in May), “pharmaceuticals, cosmetics”
(to 13.2% from 11.7%) and “furniture, radio, TV and household appliances” (to
24.3% from 22.5%). In other categories the sales’ dynamics decelerated stronger
than we expected.

June’s data release about retail sales indicated that the influence of EURO 2012
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on retail sales was limited. We expect that following months will bring further
gradual fall of sales’ growth. Current labour market situation (moderate increase
of wages and gradual decrease of employment in corporate sector) does not
support the increase of consumer spending. Consequently, a further weakening
of consumption demand may be expected in following quarters.

Labour market trends

(in thous, YoY) Unemployment rate falls due to seasonal factos

According to the CSO registered unemployment rate declined to 12.4% from
12.6% in May, anchoring slightly above our expectations (12.3%) and market
consensus (12.2%). The number of unemployed at the end of June reached
1964.4k, lower by 2.5%MoM and more by 4.3%YoY. The number of job offers
reached at the end of June 44.4k versus 46.8k in May and 47k in June 2011.

In coming months we expect further gradual decline of the unemployment rate,
mainly due to seasonal effects. After summer months the rate may start to
increase again and reach just above 13%.
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