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Poland: Weakness in retail sales
confirms economic slowdown

Retail sales slowed visibly at the beginning of 4Q fitting into the broad
picture of a slowing economy. High inflation is undermining real
disposable income despite one off pension payments and tax cuts as
wage growth fails to keep pace with price growth. In the face of
deteriorating GDP growth, the MPC is unlikely to resume its hiking cycle
anytime soon

Retail sales of goods rose by just 0.7% year-on-year in October (ING: 3.8%; consensus: 3.2%),
following a 4.1% YoY increase the month before. The weakness in sales was broad-based last
month. The steepest declines were reported in fuel (-20.5% YoY), while the largest increase
was in clothing and footwear (14.3% YoY). Growth in food sales (2.4% YoY) was also lower than
in previous months.

Since May this year, wage growth in the corporate sector has been failing to keep pace with
retail price growth (the exception being July, when high one off payouts in mining and energy
temporarily boosted earnings). With relatively stable employment growth, this is translating
into declines in the real wage fund. This is generating pressure on consumer spending as the
resulting gap in real incomes cannot be offset by one off pension benefits and tax cuts. At the
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same time, households have largely consumed the savings accumulated during the pandemic.

Falling real wages translate into weaker demand

Retail sales of goods (real) and real wage bill in enterprise sector, % YoY
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The beginning of 4Q22 signalled a further downturn in the Polish economy. We have seen
slower industrial production growth and weak retail trade data. The fact that construction
continued to expand and was hardly hit by higher costs and a collapse in mortgage loans, is of
little consolation given the fact that it was boosted by favourable weather conditions in
October this year. In annual terms, GDP growth in 4Q22 will be lower than in 3Q22, and we
expect a decline in 1Q23.

Given that a significant part of current inflation was driven by rising costs, the emergence of a
negative output gap will have a limited impact on the pace of price growth. In 2023, we expect
still high core inflation and double-digit growth in consumer prices (CPI). Given the MPC's
sensitivity to developments in the real economy, the likelihood that it will resume its tightening
cycle (which has been 'paused’) is negligible in the coming months.
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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 requlation 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 BRO00341) 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.
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