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Labour market shows no signs of slowdown

Data from the Polish labour market showed continuation of positive trends in April — strong employment growth (2.8% y/y, highest
since late 2011), and clear acceleration of wage growth (to 4.6% y/y, much above consensus). Solid data decrease worries that the
disappointing GDP growth data for 1Q16 (slowdown to 3.0% y/y) was a harbinger of more persistent slowdown. We expect GDP
growth to be notably above 3% y/y in the nearest quarters, supported mainly by private consumption and exports.

Data about economic activity are now key for monetary policy outlook in Poland. Strong labour market readings may trim market
speculation about possible rate cuts (that have revived after weak 1Q16 GDP). If tomorrow’s data on industrial production and
retail sales for April will be close to our forecasts (and above market consensus), those expectations may weaken even further.

Average employment in corporate sector rose by 0.1% m/m and 2.8% yly in April, in line
with our forecasts. It was the fastest annual gain since late 2011. The fact that companies’
demand for new workers remains strong suggests, in our view, that the underlying economic
growth remains decent, and decreases worries that the disappointing GDP growth in 1Q16
(slowdown to 3.0% yly) was a harbinger of a more persistent slowdown in Poland. If the
private sector keeps hiring people, it is most likely still investing in growing its capacity.
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Z Average wage growth in corporate sector accelerated in April to 4.6% yly from 3.3% yly in
March, and was clearly above expectations (our forecast 3.7% yly, market consensus
100 1 3.8%). The sector-by-sector breakdown is not yet known, however we think it was probably
a reflection of a broad-based trend of salary increases, not a one-off in one or two sectors.
We expect the solid wage growth to continue in the coming months, due to deepening

shortage of available workforce (the problem, which may be even alleviated by the ‘500+
programme of cash subsidies for families with children, which may deactivate part of the
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SE=2<23>280238 We expect Poland’s GDP growth to be notably above 3% yly in the nearest quarters,
2016 2015 2014 supported mainly by exports and private consumption. The latter will be boosted not only by
2013 2012 ——2011 strong growth in labour income (wage bill in corporate sector rose in April by 8.7% yly in

constant prices, which is its biggest gain since late 2008!), but also by child benefits
- payments from programme ‘500+’, which have just started. Even if not much more than half
Wage bill in corporate sector, . . . . . . .
%YoY of this money will be spent on consumption, it may lift private consumption growth from ¢.3%
10 - yly at the start of the year to nearly 5% y/y in 4Q16, according to our estimates.

Data about economic activity are key for monetary policy outlook in Poland. Strong labour
market readings may trim market speculation about possible rate cuts (that have revived
after weak 1Q16 GDP). If tomorrow’s data on industrial production and retail sales for April
61 will be close to our forecasts (and above market consensus), those expectations may
weaken even further.
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