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Output growth accelerating gradually 

Industrial output expanded in February by 5.3%YoY (5.6%YoY after seasonal adjustment). 
Production growth proved lower than we and market expected (6.1%YoY), which may have 
been due to a deeper decline of output in electricity, gas, steam and air conditioning supply 
(-5.9%YoY) due to mild winter (similarly as in December we had underestimated this effect). 
Output growth in manufacturing accelerated to 7.3%YoY from 5.9%YoY one month earlier, 
with the most considerable increases – similarly as in previous months – in export-oriented 
branches, like production of furniture (18%YoY). We are expecting a quick rise of production 
in the upcoming months (on average by 6% in the whole year). 

Construction and assembly output surprised to the upside, showing a leap by 14.4%YoY, 
significantly beating our (4.1%) and market (0.7%) expectations. This was the highest 
growth rate in this sector for two years, but we should not neglect the weather effect (which, 
contrary to industrial output, was exerting a positive impact). 

Data on industrial and construction output indicate a continuation of positive tendencies in 
the economy. These trends should persist in the coming months, leading to acceleration of 
an economic growth to slightly above 3% in Q1. We maintain our annual forecast of GDP 
growth at 3.5%YoY. 

PPI shows low upward pressure on prices 

PPI inflation was at -1.4%YoY, slightly below our forecast (-1.3%YoY) and market 
expectations (-1.1%YoY). In monthly terms producer prices fell by 0.1%, in line with our 
forecasts, but in annual terms pace of growth was lower due to January’s data revision  
(-1.0%YoY). Data showed nothing new – inflationary pressure is still low, and changes in 
PPI are driven mostly by changes in exchange rate and commodity prices on global 
markets. We are expecting that the rebound in economic activity will translate into growth of 
producer prices in upcoming quarters, but this year the PPI growth should remain subdued. 
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19 March 2014 

Production growth confirms economic recovery  

Industrial output growth accelerated in February to 5.3%YoY (slightly below forecasts) while construction output growth surged 
14.4%YoY (clearly above expectations). Taking into account the impact of weather, which influenced both releases, data show in our 
opinion a continuation of an economic revival and support expectations that these trends will be maintained in coming quarters. 
Producer prices contracted more than anticipated (by 1.4%YoY) confirming that an economic recovery develops amid low inflation 
pressure. 
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