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Production: nice growth, poor structure
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In November industrial output grew by 1.4% y/y vs market expectations at 0.3%
and our 1.6% call. The detail showed a weak result of manufacturing and a large
contribution from utilities. PPl inflation amounted to -0.1% y/y in November,
markedly below our forecast (0.4% y/y). What is more, GUS revised its October 8 4
release to -0.3% y/y from -0.1% y/y.
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Output in manufacturing barely growing

In November industrial output grew by 1.4% y/y vs market expectations at 0.3% and
our 1.6% call. The seasonally and working day adjusted result was 5.4% y/y, the highest
since April. The bad news about November production is that manufacturing output
grew by only 0.2% y/y vs 4.7% average growth in 2Q and 3.7% in 3Q. Among the
industries that weighed on the manufacturing result cars and metal production were
particularly important. At a more aggregate level, investment and intermediate goods
were up only 0.3% y/y and 0.6%, which shows that economic weakness of the 2 4
Eurozone industry is affecting Polish activity. The output of utilities was up 14.4% y/y — Industrial output
and provided a very high contribution to headline growth (1pp). In our view the reading
is a further confirmation of the slowdown and we see industrial output growing by
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PPI inflation amounted to -0.1% y/y in November, markedly below our forecast (0.4%
y/y). GUS revised its October release to -0.3% y/y from -0.1% y/y. In November, Inflation measures, % y/y
producer prices went down by 0.2% m/m, and the headline was mostly dragged lower
by metals (-1.9% m/m) and coke / refined petroleum products (-1.0% m/m), which was 51
a result of lower global commodity prices. Lower prices were also achieved thanks to
decline of EURPLN exchange rate. In our view, PPl is to oscillate around zero in the 41
months to come (yet a temporary rebound in December is possible), suggesting a
lower pressure on CPIl, which we expect to happen in 2H20. Price growth in 31
construction eased to 3.0% y/y from 3.2% y/y in October, which could be heralding 5
lower pressure on housing prices, in our view.
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