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 Focus Notes: Poland
 

Polish current account deficit widened in July  
 

 Poland’s current account deficit widened to €1.54bn in July, nearly twice as much as the 

market consensus of €0.95bn. This came out as imports outpaced exports and payments 

to foreign investors increased. What’s more, the current account deficit almost doubled relative to 

a year earlier; it stood at €776mn in July 2009. This deterioration reflects mainly a widened trade 

gap on the back of slower export growth. The trade deficit reached €865mn in July, driven by 

lower export receipts (+16% yoy vs. 29% yoy in June), which more than offset a concomitant 

slowdown in imports (19% yoy vs. 28% yoy in June). Another contributing factor to the current 

account deterioration in July was the higher dividend payments (€753mn) by foreign subsidiaries 

operating in Poland. Lower FDI inflows (€154mn in July compared to average €720mn per month 

in H1-2010) also played a role, though this slowdown is likely to prove temporary. Note that 12-

month cumulative figures for FDI inflows reach €10.7bn in July vs. €7.6bn a year earlier. 

 

 Polish inflation was 2.0% yoy in August, unchanged from a month earlier and slightly less 

than the consensus of 2.1% yoy. On a monthly basis, inflation fell to -0.4% mom, following 0.2% 

mom drop in June. In EU-harmonized terms, Polish HICP inflation fell to 1.9% in July; its 

lowest level since February 2007. Inflation has been running below the lower bound of the 

NBP’s target of 2.5% and below expectations for several months, driven mainly by lower-than 

anticipated food price increases. 

 

 Retail sales surprised on the upside and stood at 6.6% yoy in August from 3.9% yoy 

growth in July, beating consensus of 5.2% yoy. The main drive of the strong retail sales reading 

in August was household goods, up by 33.7% yoy, which appears to be consistent with private 

consumption growth of around 3.0% yoy in Q3-2010 (the same level as in Q2-2010). 
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