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Wednesday, 22 April 2020

Our regional insights:

While the Polish industry did not collapse yet,
the Czech car manufacturing already crashed in March

The Polish industrial production for March published yesterday was the first hard
macroeconomic figure from this sector to suggest how harsh the impact of the
pandemic was on this sector of significant importance for the whole of Central
Europe. According to the Polish Statistical Office, industry dropped by 7.2% in
March, however the year-over-year decrease was only 2.3%. Nevertheless, the
drop, which does not look exceedingly dramatic yet, was mostly due to the export
oriented part of car production, which slumped by 28.6% year-over-year.

Although, unlike Poland, hard data from Czech industry are not available, a lot was
indicated by the statistics of the Czech Automotive Industry Association yesterday.
They show the mark that the corona-crisis left on Czech car production in March.

According to the current statistics, the number of cars manufactured in the Czech
Republic decreased by more than 36%, or by 47,500 year-over-year. The reason is
the shutdowns of all three auto plants, which started in the second half of March
and are continuing at two of the three manufacturers.

With respect to its dominant weight within Czech industry, the automotive sector
is also the main reason for the very weak results of industry as a whole not only for
March but also for April, when its slump may reach about 90%. It is unlikely that
the automotive sector would manage to offset the loss (about 160,000 cars) in the
upcoming months. We expect that the auto plants will be returning to overall
operation at the level of 100% production in gradual phases.

Nevertheless, the main question will be how the demand for new cars will develop.
Will European companies rush to renew their vehicle fleets under the current
unprecedented recession? To what extent will the European consumer be willing
to purchase a new car in uncertain times? Will the efforts to quickly restart the
exports to emerging markets be successful?

Let us add that coronavirus is another severe blow not only for the Czech
automotive industry in the last two years. The first one is the constant threat of
high penalties for excessive emissions.
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday).
Calendar
) ) ) Forecast Actual Consensus Previous
Country Date Time Indicator Period
m/m yly m/m yly m/m yly m/m yly
PL 04/22 10:00 Retail sales % 03/01/2020 -2.1 -3.1 0.5 9.6
Cz 04/22 12:00 CZ bond auction 2015-2023, 0.45% CZK B 04/01/2020 4
Cz 04/22 12:00 CZ bond auction 2020-2025, 1.25% CZK B 04/01/2020 4
Cz 04/22 12:00 CZ bond auction 2020-2040, x.xx% CZK B 04/01/2020 2
PL 04/23 14:00 Money supply M3 % 03/01/2020 0.9 9.6 1.4 9.4
PL 04/24 10:00 Unemploy ment rate % 03/01/2020 5.6 5.5
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