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Poland’s industrial output down in August
amid weak external demand

Industrial production in Poland remains under pressure from weak
demand from abroad. Robust domestic consumption is insufficient to
sustain industrial growth given external demand. The German
economy is likely to remain stagnant, but a rebound in domestic fixed
investment should provide a boost next year

Poland's
manufacturing is

§ underperforming as
foreign demand
remains weak

Production down again in August

Industrial production fell by 1.5% year-on-year in August, following an increase of 5.2% YoY in July
(revised). August had one less working day than in 2023, and July had two more. Manufacturing
output fell by 1.7% YoY, following an increase of 5.4% YoY a month earlier. A sharp decline in
output was recorded in mining (-7.8% YoY, following an increase of 2.5% YoY in July). Seasonally
adjusted data points to a 0.8% month-on-month decline in production. Output fell month-on-
month in July as well.

Falling output occurred in the production of capital goods (-4.2% YoY), intermediate goods (-3.8%
YoY) and durable consumer goods (-0.3% YoY). Increases were reported in the production of non-
durable consumer goods (+2.3% YoY) and energy-related goods (+0.2% YoY). The deepest declines
in production took place in sectors with a high share of export sales: the manufacture of electrical
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equipment (-21.4% YoY) and the repair, maintenance and installation of machinery and
equipment (-9.8% YoY). Time increases took place in the manufacture of computers, electronic and
optical products (+13.7% YoY) and waste management and recycling (+9.4% YoY).

Poland's manufacturing is underperforming as foreign demand

remains weak
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PPI deflation continues

= Ex ports

Producer prices (PPI) fell by 5.1% YoY in August, i.e. at the same rate as in July (revised from -4.8%
YoY). Compared to July, the PPl index decreased by 0.1%. Producer price levels have remained
relatively stable in recent months and deflation in annual terms is driven by the high reference

base of last year.
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Producer prices have been relatively stable in recent months

PPI, %YoY
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Weak external demand halts rebound in Polish manufacturing

The main problem for Polish manufacturing is the weakness in foreign demand. Both production
and domestic export data indicate poor performance in industries linked to foreign markets. In
particular, Polish manufacturers are suffering from the weakened German automotive sector and
this could be a major structural challenge in the medium term. For many domestic producers,
Germany was a gateway to other export markets. Weaknesses in Germany's economy may be a
catalyst for more proactive direct acquisition of other export markets and the emergence of sales
under domestic rather than foreign brands, but this process will take time.

We expect industrial production growth in the third quarter to be slightly higher than in the
previous two quarters, but soft external demand is a major barrier to the pace of recovery in Polish
manufacturing. Domestic consumption remains the main driver of the recovery and we are
counting mainly on this factor in 2024. One of the catalysts for the improvement in fixed
investment in the coming quarters may be works related to post-flood reconstruction. We

estimate GDP growth in 2024 at 3% and expect it to accelerate to 3.5% in 2025, with stronger role
of investment than this year.
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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 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 BR0O00341) 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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