Poland
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slowdo

The expected deceleration of Poland’s economic growth in 2019 has
MANFRED STAMER been confirmed. Real GDP expanded by +4.0% in the year as a whole,
Senior Economist down from +5.1% in 2018 and slightly below the consensus forecast
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(+4.2%), according to preliminary estimates. Demand-side details are only
partly available as yet but indicate that growth in 2019 was mainly driven
by domestic uses (+3.6pp), while net exports contributed +0.4pp. Private
consumption grew by +3.9%, down from +4.3% in 2018. Thanks to a
continued utilization of EU funding for eligible projects, fixed investment
rose by a still rapid +7.8% last year, though slightly below the +8.9%
posted in 2018. However, inventories subtracted -0.8pp from overall GDP
growth in 2019, thus being a major contributor to the annual slowdown.

The full-year data suggest a marked deceleration of growth in the final
quarter of 2019, completing a steady downtrend in quarterly growth
rates in the course of the year. GDP figures for Q4 are not provided as yet
but the data for the year as a whole indicate that year-on-year (y/y)
growth decelerated markedly to +2.7% in Q4 from +3.9% in Q3, +4.6% in
Q2 and +4.8% in Q1. This conclusion is supported by a similarly steady
slowdown in industrial production growth, which fell to a three-year low
of +3.0% y/y in Q4. Moreover, the Manufacturing PMI dropped to a
quarterly average of 46.8 points in Q4, a more than 10-year low.

For 2020, we forecast a further slowdown of full-year economic growth to
+3.2%, but with a gradual recovery from quarter to quarter. Looking at
monthly data, the Manufacturing PMI as well as its sub-components new
orders and new export orders actually reached their lows in October
2019 and registered a slight recovery towards the end of last year. As a
result, we expect real GDP growth to have bottomed out at the turn of the
year and forecast a gradual recovery (from the +2.7% y/y posted in Q4) in
the course of 2020.

What does this mean for companies? Recently published data show that
the number of corporate insolvencies stabilized in 2019 (977 cases, -1%
down from 988 cases in 2018), after three years of marked increases. This
reflects, at least in part, that the decline in profit margins of non-financial
corporates came to an end last year. Combined with our economic
growth outlook as descrived above, we thus expect another year of
steadiness in the number of insolvencies in 2020.
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Figure 1. Corporate insolvencies in Poland (annual numbers and

changes)
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These assessments are, as always, subject to the disclaimer provided below.

FORWARD-LOOKING STATEMENTS

The statements contained herein may include prospects, statements of future expectations and other forward -looking
statements that are based on management's current views and assumptions and involve known and unknown risks
and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in such
forward-looking statements.

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and competitive
situation, particularly in the Allionz Group's core business and core markets, (ii) performance of financial markets
(particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured loss events, including
from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity levels and trends, (v)
persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) interest rate levels, (viii)
currency exchange rates including the EUR/USD exchange rate, (ix) changes in laws and regulations, including tax
regulations, (x) the impact of acquisitions, including related integration issues, and reorganization measures, and (xi)
general competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may
be more likely to occur, or more pronounced, as a result of terrorist activities and their consequences.

NO DUTY TO UPDATE

The company assumes no obligation to update any information or forward-looking statement contained herein, save
for any information required to be disclosed by law.
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