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Slump in retail sales, rise in unemployment

24 January 2013

In December the retail sales plunged by 2.5%YoY and the unemployment rate increased to 13.4%. Data on re tail
sales indicate the consumption of households clearl y decelerated due to, among others, weak labour mar ket
and decline of real disposable income. We maintain our forecast that in Q4 2012 the economic activity faded
significantly as compared to previous quarter and i n the whole 2012 the pace of GDP growth decelerated  to ca.
1.8%YoY. This data confirmed there is no sense in m aking a pause in monetary policy easing cycle. We s till
expect the MPC to cut rates in February and March by a total of 50bps. The debt market strengthened tod ay,
but this was also due to very successful yesterday’ s bond auction. The zloty depreciated after therel  ease — the
EURPLN surged towards 4.20.
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December’s data on retail sales disappointed as it contracted by 2.5%YoY in
nominal terms (for the first time since April 2010) and by 3.6%Y0Y in real terms.
Such poor results was due to contraction in such categories as automobiles (by
12.4%YoY, which was shown earlier by SAMAR data), books and press (by
17.4%YaY), fuels (by 4.2%Y0oY) and “others” (by 7.3%YoY). It is worth to notice
that the pace of growth of sales after excluding autos and fuel was also negative,
for the first time since the beginning of 2010. In other categories sales clearly
decelerated. For example, sales of household appliance was growing by ca.
20%YoY in previous months, in November it increased by 15%YoY and in
December by only 6.8%YoY. Clothing and footwear increased in first three
quarters of 2012 by 5%YoY and in the final quarter recorded an average decline
of 1.6%YoY (it increased by 0.4% in December). Coming months will bring an
answer to the question to what extent the December’s plunge of retail sales was
due to more parsimonious Christmas.

December’s data about retail sales show that private consuption growth has
decelerated sharply at the end of last year, which was driven by a drop in real
income and uncertain situation in the labour market. The data join the negative
set of recent data from real economy (falling output in industry and construction,
situation in the labour market), showing that economic activity at the end of 2012
was substantially lower. The data confirmed our predictions that GDP growth in
Q4 2012 has decelerated to ca. 0.5%YoY (from 1.4% in Q3), and in the whole
2012 the economic growth slowed to ca. 1.8%. The GSO will release flash
estimates of 2012 GDP growth at the press conference on 29 January.

Increase in registered unemployment rate in line wi  th expectations

As we expected, December brought further increase in registered unemployment
rate to 13.4%, up from 12.9% in previous month. Number of registered
unemployment persons in December amounted to ca 2.1m (increase by
7.8%YoY). One should notice that in December 2012 the number of job offers
decreased significantly in comparison with November. Outlook for upcoming
months is not optimistic. We expect registered unemployment rate to stay at
elevated level, and topping 14% in January. In next months of the year jobless
rate will stay above levels seen in 2012.
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