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Poland: Sharp drop in March PMI with
worse to come
Poland's PMI Manufacturing index recorded an historically sharp drop
in March due to the country lockdown. The biggest contraction is
expected in the next quarter. We expect GDP to contract by 4.5%YoY
in 2020

Near empty streets in
downtown Warsaw

Poland's PMI manufacturing index collapsed in March from 48.2 to 42.4pt, well below the
consensus (45pt). Poland witnessed a sharper drop of sentiment compared to Germany, but lower
than in other CEE countries. The Polish economy is less reliant on the automotive sector than
Hungary or the Czech Republic, for example. Automakers are highly exposed to the Covid-19
epidemic.

Markit comments highlight the historically strongest monthly drop of three components: output,
new orders and employment. The headline figure was also artificially boosted by the rise of a
subindex encompassing delivery times. In normal conditions, longer delivery times signal strong
demand, but its rise now is caused by capacity constraints. Firstly, we see a greater absence of
staff, as people are more frequently using sick leave or care allowances. Secondly, manufacturers
likely faced a shortage of components due to a breakdown of Asian supply chains. In our opinion,
producers of electronics and electrical equipment are affected the most; China provides more than
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40% of their imports.

We expect a relatively mild depression in industrial production in March. Firstly, calendar effects
are positive. Secondly, the production sector was operating in normal conditions in the first two
weeks. Some sectors, notably metal producers, received a greater number of orders due to lower
output from China. Such patterns were visible in energy production data from the ENTSO-E system.
Daily electricity output suggests that Poland and Germany suffered lower losses than other
eurozone economies. Furthermore, declines in output were most prevalent in the last week of
March.

Therefore the most painful contraction of economic activity should be seen in 2Q20. We expect
full-year GDP to contract by 4.5% YoY in 2020. The recovery in the second half of the year is likely
to be sluggish. The fear of the pandemic returning during the winter should limit any propensity to
consume and invest either from households and companies.

Author

Rafal Benecki
Chief Economist, Poland
rafal.benecki@ing.pl

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

mailto:rafal.benecki@ing.pl
https://www.ing.com

