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Economic Comment

June data suggesting incoming slowdown

Piotr Bielski, tel. +48 22 534 18 87, marcin.luzinski@santander.pl
Marcin Luzinski, tel. +48 510 027 662, marcin.luzinski@santander.pl

Industrial production growth slowed in June to 10.4% y/y from 14.9% y/y (revised lower)
in May. Almost all the sectors recorded a very weak monthly increase in output. The data
provide another piece of evidence that the trend of vibrant post-pandemic rebound in
Polish industry has turned around and now the sector is entering the period of
contraction, amid worsening global demand, lasting shortages of components and
possible shortages of energy. Employment increased by 2.2% y/y in June vs 2.4% y/y in
May and slightly above our forecasts at 2.1% y/y. Meanwhile, wages slowed to 13.0%
y/y in June from 13.5% y/y in May. This was a second month in a row with below-
average results. We think that the wage growth is probable to remain contained in the
upcoming months, yet two-digit annual growth rate is likely to stay. Still, wages are
likely to grow slower than inflation, which will be negative for the real consumption. In
general, June's data point to developing economic slowdown, supporting our forecast of
a major decline in GDP growth in 2H22.

Industrial output pointing to a slowdown

Industrial production growth slowed in June to 10.4% y/y from 14.9% y/y (revised lower) in
May. The seasonally adjusted growth was 10.5% y/y, which was the slowest rise since
October 2021, and the seasonally adjusted level of output fell for the third straight month,
reverting to end-2021 level Manufacturing slowed to 9.8% y/y - the first single-digit growth
since October. Almost all the sectors recorded a very weak monthly increase in output, with
particular underperformance in: manufacture of metals, pharmaceuticals, other transport
equipment, products of wood and furniture. In other words: sectors which are most export-
oriented and use commodities imported from the East. Actually only one sector fared pretty
well: mining, which saw its output surging by 25.4% y/y as the looming shortage of coal
caused by ban on imports from Russia boosted output from domestic coalmines. The data
provide another piece of evidence that the trend of vibrant post-pandemic rebound in Polish
industry has turned around and now the sector is entering the period of contraction, amid
worsening global demand, lasting shortages of components and possible shortages of
energy. PPl growth accelerated to 25.6% y/y, above forecasts and we think it may be the
local peak for producer prices, as global commodity prices has been falling for some time.
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Temperature of labour market going down

Employment increased by 2.2% y/y in June vs 2.4% y/y in May and slightly above our
forecasts at 2.1% y/y. Monthly increase in employment (+5k jobs or +0.1% m/m) was
almost entirely created by services ex trade and transport (+9k or +0.7% mj/m), with
particularly strong tendencies in restaurants and accommodation (+1.3% m/m) and
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information and communication (+0.8% m/m), while other sectors being somewhat sluggish, Consumer confidence, pts
and manufacturing, construction, transport recording some declines in employment. We think 0w @ o 2 o T < o
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that these changes might reflect the impact of flows of Ukrainian citizens after the war s £ 5 £ 5 £ 5 £ s
outbreak. We think that employment is likely to become more sluggish in the upcoming 10 -
months.
Wages slowed to 13.0% y/y in June from 13.5% y/y in May (our forecast and consensus: 13.3% 0 N\
y/y). In monthly terms wages rose by 2.4% m/m, which is roughly in line with 2015-2022
average for June (2.5% m/m). This was a second month in a row with below-average results 107
and we think that this may be an effect of worse economic outlook and inflow of refugees
. . . -20 -
(services ex transport saw wages slowing down to 11.7% y/y from 13.4% y/y and were slowing
at a fast rate for the second month in a row). We think that the wage growth is probable to 30 |
remain contained in the upcoming months, yet two-digit annual growth rate is likely to stay.
Still, wages are likely to grow slower than inflation, which will be negative for the real 40 1
consumption.
= Consufner confidence:
Consumers in better moods -50 - Expectations index
Consumer confidence rebounded very slightly in July but remained at a very low level - the 60 gﬁ?ril::p:i;uc;?g:?%ndc:;

current index of confidence is even much worse than in the peak-covid period, leading indicator
is a bit higher but still very negative. Almost all sub-indices have improved slightly, except the
assessment of current economic situation (new record low). In general, the survey continues to
show a very negative outlook for consumer demand, which — together with increasingly
negative real wage growth - should weigh on private consumption in the coming quarters.
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