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snap Bulgaria: Unprecedented drop in retail sales

While industrial production is trying to hold on, consumption contracted

in March like never before

Consumption falling sharply

We knew it was going to look bad, but the 18.1% monthly contraction in Bulgarian March retail
sales has dwarfed by far any other monthly release since January 2000 when our time series
begins. The second-largest month-on-month contraction was in January 2013 at -6.5%.

Compared to March 2019, the March-2020 fall stands at -14.6%, again a worst ever.

The details are not less spectacular, as fuel sales dropped in March by almost 37% compared to
February, while non-food contracted by over 25%. Needless to say, again we've never seen
numbers as bad as this. Food sales, on the other hand, did advance, but only by a modest 1.9%

which was even below February'’s 3.3% advance.

Depressed consumers
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Although it is hard to see how we could get weaker consumption data than we had today, do not
forget that March was not a month of full lockdown in Bulgaria (a state of emergency was

declared on 13 March). Hence, consumption probably contracted further in April.

Industrial production trying to hold on

While not printing a rosy picture, industry seems to have coped somewhat better in March, at
least when compared to the consumer sector. The -5.1% month-on-month contraction is terrible,
but we've seen worse during the 2009-2010 crisis. The entire contraction came from the
manufacturing sector which declined by 6.9% versus February (-7.1%YoY). Almost all
manufacturing sub-sectors contracted except for an obvious one: production of pharmaceutical

products advanced by 14.4%, one of the highest rate in over 7 years.

Not difficult to see where this is going
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Heroic as it might be, industry’s seeming resistance to the falling demand will probably be short-

lived. The batch of industrial data coming from eurozone countries (see France or Germanu) or

even other CEE peers (see Hungaru) looks truly worrisome and we doubt that the Bulgarian

economy will be able to generate enough internal demand to prop its industry.

Today’s batch of data doesn't help us in any way to see an upside to our current forecast
of -6.2% GDP contraction in 2020. The large share of private consumption in GDP means
that depressed consumers will lead to depressed GDP. The external demand probably
hasn't reached the bottom in March and can fall further in April. The best we can hope for

right now is that the fall will be short-lived.
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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 NV and its subsidiary and dffiliated 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. The producing legal
entity 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 subject to limited requlation by the
Financial Conduct Authority (FCA). 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.
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