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Retail sales supported by February freeze

Retail sales in constant prices rose in February by 7.7% yly, unchanged versus January, in line with market consensus and
slightly above our forecast of 7.4% yly. February saw a slowdown in durable goods sales, especially cars — to 6.9% y/y from
17.9% yl/y in January. The lower car sales growth rate was offset by the higher growth of fuel sales, which accelerated to 8.8% y/y
in February from 1.3% yly in January. Fuel sales were raised by heavy freeze in late February. Data on retail sales support our
forecast of robust private consumption growth in 1Q18 by c5% yly. Financial results of the biggest companies showed a robust
growth of revenues and relatively high margins, despite rise in wage bill by 10.9% y/y in 4Q17.
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Lower car sales offset by fuel
contributions of categories
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Retail sales in constant prices rose in February by 7.7% yly, unchanged versus January, in line
with market consensus and slightly above our forecast of 7.4% yly.

February saw a slowdown in durable goods sales, especially cars — to 6.9% y/y from 17.9% yly
in January. In our view, mostly the weaker working-day effect is to blame. This category is most
vulnerable to this effect and in our view this stems from the fact that it included car purchases
made by companies, conducted mostly during office hours.

The lower car growth rate was offset by the higher growth of fuel sales, which accelerated to
8.8% yly in February from 1.3% yl/y in January. Fuel sales were raised by heavy freeze in late
February. We observe average temperature in 10 locations in Poland and in February this

Bl L measure was equal to -3.4°C vs. +2.8°C in January, while the number of days with temperature
2 E 3 e 5 23 8 below -5°C was at 8.5 vs. 0.2 in the previous month.
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Other Data on retail sales support our forecast of robust private consumption growth in 1Q18 by c5%
4 - mm— Press + books yly. In the upcoming months we are expecting further positive retail sales prints, supported by
i high consumer confidence and positive labour market situation. March data are likely to show
mm— Drugs + cosmetics some distortions due to Sunday trade ban, but we cannot say what will be the short-term impact
o of the new regulation on sales.
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Total Companies margins did not succumb to rising labour costs
Enterprise results Stat_ office data on non-financial corporate quarte_rly ez_arnings showed revenues rising by 9.1%
%yly yly in 4Q17 while costs rose 8.3% yly. Gross financial result was 29.5% higher y/y and net
14 4 , result 37.4% yly higher. The data confirm that wage bill is rising rapidly, by 10.9% y/y in 4Q17
12 | — wage bil compared to 8.9% in 3Q and 9.5% in 2Q. Wages once again posted a relatively high
—Costs contribution (1.6pp) to the overall y/y rise of costs with the two biggest contributors being
10 Revenues >/ materials (3.9pp) and external services (1.9pp). However, the high growth of wage bill does not
8 ~N undermine margins — 4Q-moving average of profit margin went up to 4.4% in 4Q17 from 4.2% in
3Q17, reaching the highest level since 2012. Thus, companies may not yet feel big pressure
6 - from wage costs which could lead to higher prices of end products.
4 1 _7\ Based on financial results of the biggest companies, we estimated that investment rose by
9 \/ 12.0% yly in real terms in 4Q17, as compared to total growth of investment in the economy by
11.3% yly. This shows that investment revival was recorded also in the private sector.
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This publication has been prepared by Bank Zachodni WBK S.A. for information purposes only. It is not an offer or solicitation for the purchase or sale of any
financial instrument. Information presented in the publication is not an investment advice. All reasonable care has been taken to ensure that the information
contained herein is not untrue or misleading. But no representation is made as to its accuracy or completeness. No reliance should be placed on it and no
liability is accepted for any loss arising from reliance on it. Forecasts or data related to the past do not guarantee future prices of financial instruments or
financial results. Bank Zachodni WBK S.A.. its affiliates and any of its or their officers may be interested in any transactions. securities or commodities
referred to herein. Bank Zachodni WBK S.A. or its affiliates may perform services for or solicit business from any company referred to herein. This publication
is not intended for the use of private investors. Clients should contact analysts at and execute transactions through a Bank Zachodni WBK S.A. entity in their
home jurisdiction unless governing law permits otherwise. Copyright and database rights protection exists in this publication.

Additional information is available on request. Please contact Bank Zachodni WBK S.A. Financial Management Division, Economic Analysis Department, al.
Jana P awifa Il 17, 00-854, Warsaw, Poland, phone +48 22 534 18 87, email ekonomia@bzwbk.pl, http://www.bzwbk.pl.



