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ABBREVIATIONS

CPI

EA

ECB

EC

EMEs
EONIA
ESA 2010
ESI

EU

EUR
EURIBOR
Eurostat
FDI

GDP
GNDI
GNI
HICP

Ifo Institute
IMF

MFI

MF SR
MMF
MTF
NACE
NARKS
NBS
NEER
NFC
NPISHs
OECD
p.a.

p.p.

PMI
REER
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SME
SO SR
uLC
UPSVR

URSO
usb
VAT
ZEW

Consumer Price Index

euro area

European Central Bank

European Commission

emerging market economies

euro overnight index average

European System of Accounts 2010

Economic Sentiment Indicator (European Commission)

European Union

euro

euro interbank offered rate

statistical office of the European Union

foreign direct investment

gross domestic product

gross national disposable income

gross national income

Harmonised Index of Consumer Prices

Leibniz Institute for Economic Research at the University of Munich
International Monetary Fund

monetary financial institutions

Ministry of Finance of the Slovak Republic

money market fund

NBS’s Medium-Term Forecast (published on a quarterly basis)

Statistical Classification of Economic Activities in the European Community (Rev. 2)
National Association of Real Estate Offices of Slovakia

Narodna banka Slovenska

nominal effective exchange rate

non-financial corporation

Non-profit institutions serving households

Organisation for Economic Co-operation and Development

per annum

percentage point

Purchasing Managers’ Index

real effective exchange rate

Slovenska asociacia spravcovskych spolo¢nosti — Slovak Association of Asset
Management Companies

small and medium-sized enterprise

Statistical Office of the Slovak Republic

unit labour costs

Ustredie prace, socialnych veci a rodiny - Central Office of Labour, Social Affairs and
Family

Urad pre regulaciu sietovych odvetvi - Regulatory Office for Network Industries
US dollar

value-added tax

Das Zentrum filr Europaische Wirtschaftsforschung — The Centre for European Economic
Research

Symbols used in the tables

- Data are not yet available.
- —Data do not exist / data are not applicable.
(p) - Preliminary data
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1 SUMMARY’

Euro area economic growth in the first quarter
of 2017 was slightly stronger than its flash es-
timate. Foreign demand picked up more than
estimated, and short-term indicators in May and
June pointed to the continuation of that trend,
although some indicators saw a marginal correc-
tion from elevated levels.

The Slovak economy maintained its brisk growth
rate (0.8% quarter on quarter), driven mainly by
domestic demand. Within that component, pri-
vate consumption and rebounding investment
made the largest contributions to GDP growth.
Positive foreign demand trends had an upward
impact on export performance. Monthly data
from the second quarter indicated that the fa-
vourable growth trend would continue despite
the temporary negative impact of a lower num-
ber of working days. This impact was observed
in the April figures for industrial production and
exports.

The labour market situation remained healthy.
Employment growth accelerated in April, with
the industry and services sectors adding most
of the new jobs and the construction sector see-
ing a pick-up in labour demand. Wage growth
increased owing partly to the fact that the East-
er holiday fell in April this year and had fallen in
March the previous year. The rest of the acceler-
ation, however, reflected current trends in wage
fundamentals and the labour market situation.
The sectors reporting the highest wage growth
were retail trade and transportation. These de-
velopments were in line with NBS’s latest projec-
tions.

The annual inflation rate increased in May, to
1.1%, after slowing in each of the previous two
months. Its acceleration was driven largely by
food prices and, to a lesser extent, services prices
(excluding administered prices). These prices re-
flected strengthening domestic demand.

CHAPTER 1

1 Allmonth-on-month and quar-
ter-on-quarter changes mentioned
in the text have been seasonally ad-
justed using NBS internal models.
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2 THE REAL ECONOMY

2.1 ‘HARD’INDICATORS OF ECONOMIC
ACTIVITY

Production activity weakened in April, seeming-
ly as a correction after strong figures in March.
As a result, average industrial production for the
three months to April was lower than the cor-
responding average three months earlier, and
overall sales growth slowed in three-month-
on-three-month moving average terms. The
correction was observed across all the principal
sectors.

Industrial production for the three months
to April was lower by 0.6% on a three-month-
on-three-month basis. The decline was caused
mainly by results in the following industries:
petroleum products manufacturing; repair and
installation of machinery and equipment; and
mining and quarrying. The situation in industry
is not expected to deteriorate further over the
next two months. Business sentiment surveys
support that outlook, with sentiment picking
up moderately in May after deteriorating in
April.

Chart 1 Sales, industrial production and
exports (three-month-on-three-month

percentage changes in the three-month
moving average; constant prices)

N >

2014 2015 2016 2017

== Sales across the economy
Industrial production
== Goods exports

Sources: SO SR and NBS calculations.

Chart 2 Automotive industry trends
(three-month-on-three-month percentage

changes in the three-month moving average;
constant prices)
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== Carmakers' sales
Carmakers' production
=== Carmakers' exports

Sources: SO SR and NBS calculations.

Sales growth across the economy slowed to
2% in three-month-three-month terms, owing
mainly to weaker sales in industry, as well as in
services and the car retail sector. In industry, the
fall in sales was most marked in petroleum prod-
ucts manufacturing, metal manufacturing, and

energy supply.

Average goods exports for the three months to
April were unchanged from the previous three
months. Export performance may have dipped
between Apriland June owing partly to oil refinery
shut-downs. These were required both for mainte-
nance work and for plant upgrades designed to
reduce the energy intensity of production.

2.2 ‘SOFT'LEADING INDICATORS

The European Commission’s Economic Senti-
ment Indicator (ESI) for the euro area fell in May
(by 0.5 point to 109.2) as a result of decreases in
services and retail trade confidence, while con-
fidence in industry, construction and among
consumers improved. The ESI for Germany also

CHAPTER 2
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Chart 3 GDP growth estimate for the euro
area in Q2 and Q3 2017 (quarter-on-quarter
percentage changes)
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Source: Now-Casting Economics Ltd. (June 2017 Eurosystem staff
macroeconomic projections for the euro area)

Note: The highlighted area denotes developments since the
previous Monthly Bulletin.

Chart 4 GDP growth estimate for Germany

in Q2 and Q3 2017 (quarter-on-quarter
percentage changes)
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Source: Now-Casting Economics Ltd.
Note: The highlighted area denotes developments since the
previous Monthly Bulletin.

fell (by 1.5 points, to 109.5), owing to decreases
in industry, services and retail trade confidence,
while construction and consumer confidence
increased. The composite Purchasing Mana-
gers’ Index (PMI) for the euro area remained

Chart 5 Economic sentiment indicators for
Germany
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Sources: European Commission, Ifo Institute and ZEW Centre.

Note: ESI (long-run average = 100); Ifo index (2005 = 100); ZEW
(balance of responses).

Chart 6 Germany - Ifo index (2005 = 100)
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Sources: Eurostat, Markit, Ifo Institute and NBS calculations.

unchanged in May from its level in the previous
month (56.8). The PMI for Germany increased
(57.3). As for other leading indicators of the Ger-
man economy, the Ifo Business Climate Index in-
creased in May to a historical high (114.6), while

CHAPTER 2
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the ZEW surveys for June showed, on the one
hand, a decline in the economic sentiment index
and, on the other hand, an improvement in the
current conditions index.

Leading indicators, as well as short-term fore-
casts, suggest that economic growth in both the
euro area and Germany will be maintained in the
second quarter of 2017.

CHAPTER 2

NBS

MONTHLY BULLETIN

JUNE 2017



CHAPTER 3

3 THE LABOUR MARKET

Employment across the reviewed sectors in April
was 2.9% higher compared with April 2016, and
0.4% higher compared with March 2017. This
suggests that employment growth across the
whole economy in the second quarter may have
been quite strong. In three-month-on-three-
month terms, employment growth was sup-
ported mainly by industry and to a lesser by all
the other principal sectors. In the construction
sector, employment growth has clearly begun
to pick up in the recent period after remaining
flat 2016. The services sector positive impact on
job growth was also greater in April than in pre-
vious months. The implied pace of employment
growth for the second quarter is broadly in line T oom 2015 2016 2017
with the MTF-2017Q2 projection.

Chart 8 Indicator contributions to the
nowcast for quarter-on-quarter employment
growth (percentage points)

Trend
m  Foreign indicators

m  Public sector
Annual average wage growth across the re- N

viewed sectors stood at 5.7% in April 2017, ~_ Employment across the economy (percentages)
. . . . == Employment growth nowcast (percentages)

which was far higher than its rate in the first

quarter. The acceleration was due in part to Sources: SO SR, UPSVR and NBS calculations.

. . . . Note: The public sector comprising public administration,
the fact that the Easter hol Iday fell in April this education and human health as defined in the sections O, P.and Q

year and had fallen in March the previous year.  ofthe NACE statistical classification of economic activities.

Chart 7 Employment - sectoral contributions
to three-month-on-three-month changes

Chart 9 Wage growth by sector based on
monthly figures (annual percentage changes
in the three-month moving average in the three-month moving average)

(percentage points)
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for employment in the reviewed sectors.
Note: The contribution of employment in trade and services does not
include the impact of a methodological change in January 2016.
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CHAPTER 3

Thus overtime payments paid for Easter work  April were retail trade (11.1%) and transporta-
had a moderately upward impact, around 0.9 tion and storage (8.1%).

percentage point, on overall wage growth. The

rest of the acceleration, however, reflected cur- The strong wage growth in April implies that
rent trends in wage fundamentals. Large firms wage growth across the economy could be high-
increased wages in order to both to retain staff er in the second quarter than it was in the first.
and to attract new staff from rivals. The sectors  The trend is broadly in line with the MTF-2017Q2
reporting the highest annual wage growth in  projection.

Chart 10 Wage trends in the economy Chart 11 Wage growth adjusted for calendar
(annual percentage changes) effects (annual percentage changes)
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Sources: SO SR and NBS calculations. Sources: SO SR and NBS calculations.
Note: The average wage for the economy as a whole in the Note: Adjusted for the effects of the number of working days, the
second quarter of 2017 as projected in the MTF-2017Q2 forecast. leap day, Easter holiday (timing) and other Slovak holidays.
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CHAPTER 4

4 PRICES

Annual HICP inflation increased in May after
slowing in each of the previous two months. The
headline rate accelerated to 1.1% (up from 0.8%

Chart 13 HICP inflation (percentage changes)

in April), which was only slightly higher than pro- 2 o~ 1.00
jected. In month-on-month terms, the price level — f v s
. . . ¢ Sod :
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. . F 0.50
creases in food prices.
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11 000
. . . Nowcast R
Chart 12 Annual HICP inflation and contri-
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butions of components (annual percentage
changes; percentage point contributions) | -075
L -1.00
22 2016 2017 2018
2.0 -
B Month-on-month changes - unadjusted (right-hand scale)
15 == Year-onyear changes - unadjusted
== Nowcast for year-on-year changes - unadjusted
1.0 r‘ 4 Month-on-month changes - seasonally adjusted (right-hand scale)
05 .
' Sources: SO SR and NBS calculations.
0.0
M |||H
.." The acceleration in annual headline stemmed
-1.0 . . . .
sy mainly from food inflation, which accelerated
-1.5 . .
0t 2017 0t modere.ntely. despite a subs.tantlall downward
_ _ ' ) correction in food commodity prices. Alcohol
Administered prices excluding energy Automotive fuel . .
 Industrial goods excluding energy u Food prices had been expected to rebound in May
and administered prices == Nowcast (%) B f
B Services excluding administered prices == MTF-2017Q2 forecast (%) after fa”mg before _EaSter’ bUt they dld not. On
® Energy excluding automotive fuel HICP - actual data (%) the other hand, prices of non-alcoholic bever-

ages did increase (by 3.3%). As for non-energy

Sources: SO SR and NB5 calculations. industrial goods prices, they increased further in

Table 1 HICP components - comparison of projected and actual rates of change (percentages;

percentage point contributions)

Net
Non-energy inflation
industrial | Energy | Food | Services | HICP .
excluding
goods fuel
g April 2017 - actual figure 0.5 -2.6 1.7 1.8 0.8 1.3
E A May 2017 - MTF-2017Q2 forecast 0.7 3.2 2.7 1.9 1.0 14
§ B May 2017 - actual figure 0.7 -3.3 3.1 1.9 1.1 1.4
[
2| B-A [May - actual figure minus forecast 0.0 -0.1 0.4 0.0 0.10 0.0
o
2| (B.A}* Toered
5 (B !-\) Contl;lbutlon to overall forecast 0.01 -0.02 0.11 0.00 0.10 0.01
> | weight |error"

Sources: SO SR and NBS calculations.
1) Projections taken from NBS's June 2017 Medium-Term Forecast (MTF-2017Q2).

NBS
MONTHLY BULLETIN 1 1
JUNE 2017



May as the seasonal rise in clothing and footwear
prices continued (usually it is confined to April).
Non-fuel industrial goods prices maintained
their gradual upward trend. Strong consumer
demand is slowly beginning to put upward pres-
sure on services prices. Annual services inflation
in May stood at 1.9%, but its rate excluding ad-
ministered prices accelerated to 2.3% (from 2.1%
in April). Trend data on oil inventories and petro-

Chart 14 Demand-pull inflation unadjusted
for methodological revisions (annual
percentage changes; seasonally adjusted)

Jan. 2002
Jan. 2003
Jan. 2004
Jan. 2005
Jan. 2006
Jan. 2007
Jan. 2008
Jan. 2009
Jan. 2010
Jan.2011
Jan. 2012
Jan.2013
Jan. 2014
Jan. 2015
Jan. 2016
Jan. 2017
Jan.2018

Super-core (right-hand scale)
Net inflation (right-hand scale)
== Qutput gap - four quarters back

Sources: SO SR and NBS calculations.
Note: Demand-pull inflation comprises non-energy industrial
goods. The super-core index comprises sub-items in the HICP

for which the output gap has predictive power with statistical
significance.

leum products indicate that their oversupply at
the global level will continue in the short term.
Automotive fuel prices in Slovakia are therefore
continuing to rise moderately.

Although annual headline inflation slowed tem-
porarily in March and April, its average rate for

the whole of 2017 is expected to be higher than
1%.

Chart 15 HICP core inflation broken down
by price-change intervals

Jan. 2004
Jan. 2005
Jan. 2006
Jan.2007
Jan.2012
Jan.2013
Jan.2014
Jan.2015
Jan.2016
Jan. 2017

H More than 1%

Source: NBS calculations.
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CHAPTER 5

5 INDICATIVE IMPACT ON THE FORECAST

Nowcast movements and all the most recent
monthly data have been incorporated into NBS's
June 2017 Medium-Term Forecast (MTF-2017Q2).

Chart 17 Nowcast for goods and services

exports (quarter-on-quarter percentage

changes)?
10
q q 8
Chart 16 Private consumption nowcast
(quarter-on-quarter percentage changes)? 61
4_
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Sources: SO SR and NBS calculations.

1.0

0.8

0.6

*

0.4 2 The band around the point esti-
mate denotes +/- 1 and 2 times the
root mean square error. Nowcasts

824 are calculated using OLS time
series models based on selected

0.0 — N sets of monthly indicators (forem-
ployment, a factor model is used).

aad Nowcasts provide a current esti-

B 04 Q1 02 03 04 Q1 Q2 03 Q4 01 Q2 mate of future deVe/OpmentS using
2014 2014 2015 2015 2015 2015 2016 2016 2016 2016 2017 2017 available monthly figures from the
— ot ity current quarter, their future values

— NenEzEs forecast with ARIMA models, and
4 MTF-2017Q2 forecast their lagged values. The individual

model projections are independ-

Sources: SO SR and NBS calculations. ent of each other and therefore

aforecasting error in a past quarter
cannot affect current projections.
Further details are available in

the commentaries on the GDP
nowcasts, private consumption
nowcasts, export nowcasts and
employment nowcasts.
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http://www.nbs.sk/_img/Documents/_komentare/AnalytickeKomentare/2016/AK29_Nowcasting_HDP.pdf
http://www.nbs.sk/_img/Documents/_komentare/AnalytickeKomentare/2016/AK29_Nowcasting_HDP.pdf
http://www.nbs.sk/_img/Documents/_komentare/2014/224_HDP_kratkodoba pgn C_Rychly komentar.pdf
http://www.nbs.sk/_img/Documents/_komentare/2014/224_HDP_kratkodoba pgn C_Rychly komentar.pdf
http://www.nbs.sk/_img/Documents/_komentare/AnalytickeKomentare/2016/AK31_X_nowcasting.pdf
http://www.nbs.sk/_img/Documents/_komentare/AnalytickeKomentare/2016/AK33_nowcasting_zamestnanosti.pdf

CHAPTER 5

Chart 19 Nowcast for GDP in Q2 2017

(quarter-on-quarter percentage changes)
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Sources: SO SR and NBS calculations.

Chart 20 GDP nowcast (quarter-on-quarter
percentage changes)?
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= GDP
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Sources: SO SR and NBS calculations.
Note: The GDP nowcast excludes qualitative impacts and one-off
effects (e.g. EU funds).
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OVERVIEW OF MAIN MACROECONOMIC INDICATORS FOR SLOVAKIA

(annual percentage changes, unless otherwise indicated)

Gross | HICP | Industrial | Employ- |  Unem- | Industrial | ~ Total |  Economic | M3 (for | Loansto | Loansto | Loansto State | General | General | Current | Balance | USD/EUR

do- producer | ment | ployment | produc- | salesof | Sentiment | analyti- | private | nonfi-| house- | budget | govern-| govern-| account | oftrade | exchange

mestic prices ESA rate | tionindex | sectors” Indicator | caluse)” | sector’ | nancial | holds’ | balance| ment|  ment (%of | (%of rate

prod- 2010 (%) (long-term corpora- (EURmIl) | balance gross GDP)| GDP)| (average

uct average=100) tions’ (%of | debt(% forthe

GDP) | ofGDP) period)

1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16 17 18

2009 5409 -26 20 121 -155  -165 769 28 1.1 -33 110 -27913 1.8 363 -34 04 13948
2010 50 07 2.7 -1.5 144 8.1 8.0 98.7 78 53 1.6 125 -4436.1 -1.5 41.2 4.7 0.1 13257
2011 28 41 27 18 136 53 6.2 98.8 29 93 76 1M1 32757 -43 437 -5.0 0.1 13920
2012 17 37 39 0.1 140 8.0 44 939 88 38 S8 103 -3,810.7 -43 522 09 34 12848
2013 15 15 0.1 08 142 38 19 90.2 64 64 1.7 103 -20233 2] 547 19 39 13281
2014 26 -01 -3.5 14 132 35 27 100.4 25 1.7 19 132 -29234 -2.7 536 11 36 1.3285
2015 38 -03 -4.2 20 115 74 74 99.7 115 10.7 73 131 -19326 i/ 525 02 26 1.1095
2016 33 05 43 24 9.7 47 41 101.6 6.1 10.2 42 134 -980.3 =17 519 0.7 28 11069
2016Q2 38 -06 -5.2 23 96 74 56 9.7 9.7 85 13 134 - -1.7 522 06 40 11292
2016Q3 30 -07 42 24 9.5 28 21 1024 93 99 44 131 = 0.6 524 -1.0 22 1.1166
2016 Q4 30 -01 24 26 9.1 41 36 102.7 6.1 102 42 134 = -3.1 519 -1.8 18 1.0789
2017Q1 31 10 20 21 8.7 78 6.1 1043 5.7 11.1 8.0 126 = . . -0.1 3.1 1.0648
2016 June =07 -4.5 - 95 58 6.1 98.6 9.7 85 13 134 375.1 - - - - 11229
2016 July - 09 -4.6 - 94 -11.9 5.3 104.0 89 103 53 131 1122 - - - - 11069
2016 Aug. - 08 -4.8 - 94 179 9.7 99.9 9.0 104 54 131 131 = = = - 1.1212
2016 Sep. - <05 -3.2 > 94 41 24 1034 93 99 44 131 -332 = = = - 1.1212
2016 Oct. - <03 28 - 9.1 35 32 102.8 8.7 10.1 54 13.0 2237 = - = - 11026
2016 Nov. = 2 -26 2 88 33 34 1013 8.1 94 35 131 -201.6 = = > 2 1.0799
2016 Dec. - 02 -1.8 - 88 58 41 1039 6.1 10.2 42 134 -358.1 - - - - 1.0543
2017 Jan. - 08 04 - 86 76 47 104.6 6.2 114 73 135 923 = = = - 1.0614
2017 Feb. - 12 26 > 84 25 52 106.6 6.6 119 94 135 -500.0 = = = > 1.0643
2017 Mar. - 10 30 - 8.0 13.1 84 101.6 57 120 85 138 707 = = - - 1.0685
2017 Apr. - 08 25 2 1.7 37 42 101.6 6.1 123 9.6 136 -298.2 = ° > 2 1.0723
2017 May =kl . - . . . 1026 . . . . -256.4 - - - - 11058

Sources: Statistical Office of the Slovak Republic, MF SR, the European Commission and NBS.

1) Constant prices (seasonally adjusted).

2) Currency in circulation in M3 refers to money held by the public (according to methodology in place prior to 2008).
3) Adjusted for sales and securitisation.

More detailed time series for selected macroeconomic indicators
http://www.nbs.sk/_img/Documents/_MonthlyBulletin/2017/StatisticsMB0617 xls
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