AIMAD

Institute of
Macroeconomic
Analysis and
Development

21 August 2023

CHARTS OF THE WEEK
17 July-18 August 2023

In the second quarter, GDP increased by 1.4% quarter-on-quarter (seasonally adjusted) and by the same amount year-
on-year. Construction activity and value added growth in manufacturing picked up, while manufacturing output
contracted. Inventories fell sharply, which, in addition to lower household consumption, contributed to the sharp
declineinimports. As the decline in exports was much smaller, the contribution of external trade was strongly positive
and the current account of the balance of payments recorded a large surplus (EUR 1.4 billion), also given the improved
terms of trade. The growth of consumer prices and also of Slovenian industrial producer prices is slowing. Lower
energy prices contributed most to the decline in inflation in July, while the growth of food prices is also slowing,
though it is still relatively high at 10.7%. Year-on-year growth of industrial producer prices, which was still close to
20% at the end of last year, was 4.9% in June this year, partly due to the base effect. The average wage was higher
year-on-year in real terms in May, mainly due to the increase in public sector wages following last year's wage increase
agreement. The number of persons in employment rose again in June. For some time now, employment has been
increasing almost exclusively through the employment of foreigners. Unemployment remains low and was 13% lower
year-on-year in July. Given the severe labour shortage, long-term unemployment and unemployment among older
people have also declined. The economic sentiment indicator also deteriorated in July, mainly due to lower
confidence in retail trade and also in services and manufacturing.

Gross domestic product, Q2 2023
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——GDP, real growth quarter (seasonally adjusted) and by the same
40 amount also year-on-year. Construction activity
_ gf’) and value added growth in manufacturing have
g 25 picked up, which is not what is evident from the
™ .20 . . . L
59 75 monthly data available on industrial production in
b c 12 manufacturing. Growth in the services sector has
§-F§ 0 declined. Gross fixed capital formation, especially in
§ g 13 construction, also increased significantly and
;5; . ;g government consumption picked up. Inventories fell
Y 2 sharply (their contribution was -7.3 p.p.), which,
S 30 along with lower household consumption,
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contributed to the sharp decline in imports. The latter
was more pronounced than the decline in exports,
Source: SURS. which led to a very high positive contribution of
external trade to GDP growth (6.7 p.p.).
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Consumer prices, July 2023

Slovenia  ——Euroarea Year-on-year consumer price growth slowed

further in July. The main reason for the slower
growth were the 8.3% lower energy prices. Food
price growth slowed further, and although still
relatively high at 10.7%, food prices fell month-on-
month for the second month in a row. This was
mainly due to seasonally lower prices of fruit and
vegetables, while prices of dairy products and bread
and cereal products also fell slightly. The slowdown
in the year-on-year growth of furniture prices (7.4%)
and the slight decline in car prices continue to be
accompanied by a gradual slowdown in the increase
in durable goods prices (2.2%). However, growth of
semi-durable goods prices (6.5%) accelerated
slightly, reflecting less pronounced seasonal price
drop in the clothing and footwear group. The broad-
based year-on-year growth in service prices remains
slightly below 8.5%. Services related to recreation
and culture, which account for about two-fifths of all
services and whose prices have risen by about 9%
year-on-year, have contributed the most to inflation
(slightly more than 1 p.p.). The highest price increase
(by about one-tenth) was recorded in transport-
related services. Prices of air tickets increased by
almost 40% and prices of car insurance by almost
17%. Among the 12 groups of goods and services,
the strongest price growth continues to be seen in
the health group, where the price increase in July was
still almost 14% year-on-year.
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Source: SURS, Eurostat.

Slovenian industrial producer prices, June 2023

——Domestic market ——Non-domestic market

160 Slovenian industrial producer prices fell month-

on-month in the second quarter. The price cuts are
150 gradually affecting more and more segments. In June,
prices fell by 0.5%. Prices of intermediate goods (-1%),

o 140 capital goods (-0.1%) and, for the first time since May
CTT 130 2021, consumer goods (by 0.3% for both durable and
= non-durable goods) fell. After reaching almost 20% at
g 120 the end of last year, year-on-year price growth slowed
2 o further to 4.9% in June. In addition to the slowdown in

monthly price growth, the base effect remains a major
100 == o contributor to the lower growth. Due to strong
growth in the second half of last year and at the

“L . . . . .
m ¥ om e r o® @ S = & @ beginning of this year, energy prices still recorded the
L S Y . .
5 5§ § § § 5§ § 5 5 5 §3 strongest year-on-year increase (by slightly more than

one-fifth in June). The slowdown in price growth for
consumer goods (7.9%) has intensified somewhat in
recent months, and price increases for intermediate
goods (1.3%) and capital goods (4.5%) have also
weakened further.

Source: SURS.

More information: phone: +386 1 478 10 04, e-mail: polona.osrajnik@gov.si 2




Trade in goods - in real terms, June 2023

—Exports ——Imports In the second quarter, trade in goods slowed
00 Exports to the EU Imports from the EU compared to the first quarter.’ This is related to a
S 180 decline in demand from Slovenia’s main trading
% 170 partners and lower consumption in Slovenia. Real
4 “gj» 160 exports of goods fell by 1.2% and imports by 5.3%.
ol 150 Exports and imports of intermediate and consumer
é % 140 goods decreased. Lower trade with EU Member
g% 130 States, especially Italy and Austria (seasonally
%é 120 adjusted), contributed significantly to this decline.?
'T:? § 110 The decline in exports and imports in the second
=:,,E, 100 quarter was even more pronounced year-on-year (-
S 90 5.5% and -10.5% respectively). At the beginning of
b + the third quarter, sentiment in export-oriented

m Y v e n ® a2 = o 29 manufacturing activities remained very low in

5 § § § 5§ § § & & & &5 Slovenia. Also in the third quarter, companies

w

ource: SURS; calculations by IMAD. indicate that the main limiting factors to business
operations are related to the uncertain economic
situation, low domestic and foreign demand and the
lack of skilled labour.

Current account of the balance of payments, June 2023

mmm Trade in goods mmm Tradein services

The surplus on the current account of the balance
Primary income mmm Secondary income

of payments was high in the second quarter of

Current account . A

- 5000 this year (EUR 1.4 billion). The largest contribution
2 4000 to the improvement of the current account balance
E 3000 came from the goods trade balance, which turned
2 2000 from a deficit to a surplus. While goods exports
< 1000 declined only slightly year-on-year in the second
% 0 quarter, the decline in imports was much larger and
'—é -1000 the terms of trade improved. We estimate that the
3 -2000 quantity fluctuations contributed EUR 1 billion to the
E -3000 year-on-year change in the balance of goods trade in
§ 4000 the second quarter (EUR 1.3 billion) and the terms of
= -5000 trade contributed EUR 0.3 billion. The growth of the

- @ a3 w Y ke & o o 09 services surplus continued, especially in trade in

§ § § § § § § § § § § & §5  transportservices. The decline inimports of transport

Source: BoS; calculations by IMAD. services was much larger than the decline in exports,
which is related to the development of trade in
goods. The primary income deficit was also lower
year-on-year in the second quarter. This was mainly
due to lower net outflows of dividends and profits
and higher net interest receipts by the government
and the Bank of Slovenia from deposits in foreign
accounts. The higher secondary income deficit arose
from higher government and private sector transfers
abroad. The 12-month current account balance
showed a surplus of EUR 1.7 billion in June (2.7% of
estimated GDP for 2023).

T According to the external trade statistics by SURS. Deflation and seasonal adjustment by IMAD. Total exports and imports adjusted for the
estimate of goods processing in connection with the trade in pharmaceutical products with Switzerland.
2 Detailed data on foreign trade are available until May 2023.
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Activity in construction, June 2023

Seasonally adjusted data
—— 3-month moving averages, seasonally adjusted

According to data on the value of construction
work put in place, construction activity in the
second quarter was again significantly higher
than last year. After recording high growth at the
beginning of the year, the value of construction work
put in place remained roughly unchanged in the
second quarter. Compared to the second quarter of
last year, it was 24% higher. As regards specialised
construction activities, it went up by 49%, as regards
civil engineering by 21% and as regards building
construction by 12%.

However, some other data suggest significantly
lower year-on-year growth in construction activity.
According to VAT data, the activity of construction
companies in the second quarter was 12% higher
than the same period last year. Data on the value of
industrial production in two activities traditionally
strongly linked to construction also do not point to
such high growth. Production in other mining and
quarrying was 12% lower in the second quarter than
in the same quarter of 2022, while it was 13% lower
in the manufacture of other non-metallic mineral
products.
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Production volume in manufacturing, June 2023
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Manufacturing output recovered in May and
June, but remained lower in the second quarter
than in the first (down 2.3% seasonally adjusted)
due to a sharp decline in April. Only outputin high-
technology industries increased, surpassing the level
of the same period last year also in the second
quarter. Output in  medium-high-technology
industries remained higher than a year ago, with the
exception of the energy-intensive chemical industry.
In the latter, as in other energy-intensive industries,
the year-on-year decline intensified. In most other
low- and medium-technology industries, the year-
on-year decline was also stronger than in the first
quarter.

The outlook for manufacturing remains weak.
According to data on business trends, in July, most
companies surveyed expected exports to decline in
the coming three months.
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Turnover in trade, May-June 2023
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Source: SURS; calculations by IMAD.

In most trade sectors, real income continued to
fall in May and, according to preliminary data,
also in June; only in the sale of motor vehicles it
remained higher year-on-year. Turnover in the sale
of motor vehicles, which has been rising in current
terms since the second half of last year, was up by
10% year-on-year in May. In the other two sectors,
namely wholesale and retail trade (excluding
automotive fuel), turnover was about 5% lower year-
on-year in May. Turnover in retail sale of food,
beverages and tobacco fell by 3%, while in the sale of
non-food products it fell by 7%. Among non-food
products, the largest year-on-year decline was seen
in the sale of durable and certain semi-durable
goods, as has been the case all year.® According to
preliminary SURS data, turnover in June was still
lower year-on-year in retail trade and higher in the
sale of motor vehicles.

Value of fiscally verified invoices — in nominal terms, 23 July-5 August 2023

Year-on-year change ——4-week moving averages
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Source: FURS; calculations by IMAD.

The nominal value of fiscally verified invoices
between 23 July and 5 August 2023 was 2%
higher year-on-year. The slightly lower growth than
in the previous two 14-day periods is also due to
lower sales as a result of the floods that hit Slovenia
in the beginning of August. The 3% year-on-year
growth of turnover in trade was mainly due to the
sale of motor vehicles (20%) and wholesale trade
(2%), while retail trade was slightly lower than last
year. Turnover growth in accommodation and food
service activities also halved (to 7%) after rising in the
previous 14-day period (following weaker results in
the second half of June due to high sales last year
before the expiry of the deadline for the redemption
of tourism vouchers).

3 The sale of furniture and domestic appliances was 11% lower, while the sale of computers and telecommunication equipment and books and

sports equipment was 21% lower year-on-year.
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Turnover in market services, May 2023
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Economic sentiment, July 2023

Real turnover in market services fell further
slightly in May. After growing in the first quarter,
turnover declined at the beginning of the second
quarter; in May it fell by 0.3% in current terms
compared to April. The decline in turnover continued
in professional and technical activities, with a
significant drop in architectural and engineering
services for the second month in a row. The decline
in information and communication activities was
much smaller as turnover in computer services
declined in the domestic market, while it increased in
foreign markets. Turnover in other market services
rose, most markedly in transportation and storage,
where it had been declining since May last year. After
three months of contraction, it also rose in
accommodation and food service activities.
Moderate  turnover growth  continued in
administrative and support service activities with
further growth in employment services. Year-on-
year, total turnover fell by 0.1% in real terms in May
due to lower activity in transportation and storage. It
remained below pre-epidemic (May 2019) levels in
administrative and support service activities (by 5%),
the most in employment services (by 25%).

Seasonally adjusted indicator value,
3-month moving average
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The negative trend of the sentiment indicator
continued in June. Sentiment fell by 1.6 p.p. month-
on-month (according to seasonally adjusted data).
This was mainly due to lower confidence in retail
trade, services and manufacturing. The sharpest
decline in confidence at the monthly level was
recorded in retail trade (where it fell by 16 p.p. to 0,
where the indicator last stood in October 2021).
Retailers’ assessments of sales and inventories were
significantly weaker than in previous months.*
Compared to last July, the value of the sentiment
indicator was lower by 5.7 p.p. (according to original
data). Confidence fell most sharply in retail trade and
manufacturing, but also slightly in services and
construction. It was higher among consumers, who
were more optimistic about the future financial
situation of their households and the economic
situation of the country than a year ago.

4 According to our estimate due to a deterioration in the sale of motor vehicles and automotive fuel.
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Number of persons in employment, June 2023
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Number of registered unemployed persons, July 2023

In June, the number of persons in employment
further increased but the year-on-year growth
was slightly lower than in previous months
(1.4%). This was mainly due to the year-on-year
decrease in the number of civil servants. The
strongest year-on-year growth was still seen in
construction, which is facing a major labour shortage
and saw the largest increase in the number of
persons in employment also compared to early 2019.
Employment of foreign workers has been the largest
contributor to the overall growth in the number of
persons in employment for some time now - their
contribution was 92.3% year-on-year in June, slightly
higher than in previous months. Foreigners
accounted for 14.5% of total employment in June, up
1.2 p.p. year-on-year. The sectors with the highest
share of foreigners were construction (48%),
transportation and storage (33%), and administrative
and support service activities (27%).
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According to the seasonally adjusted data, the
monthly decline in the number of registered
unemployed was lower in July (-0.3%) compared
to the previous months. According to original data,
47,287 people were unemployed at the end of July,
2.4% more than at the end of June. This largely
reflects seasonal trends related to a higher inflow
into unemployment due to expiry of fixed-term
employment contracts. Unemployment was down
13% year-on-year. Amid severe labour shortages, the
number of long-term unemployed fell by 23.1% year-
on-year at the end of July and the number of
unemployed people over 50 by 12.8%.
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Average gross wage per employee, May 2023

Private sector Public sector ~ ——Total The average gross wage increased by 2.4% year-
on-year in real terms in May. In the private sector,
the average gross wage increased by 2.1% year-on-

12 year in real terms. Growth was strongest in

8 administrative and support service activities, which

" face severe labour shortages. In the public sector, the

0 WM N average gross wage increased by 2.9% year-on-year
V Wi

20
16

in real terms, mainly due to the last year's wage
increase agreement.> Compared to May last year, the
average gross wage increased by 11% in nominal
-12 terms - by 11.6% in the public sector and by 10.7% in
16 the private sector. In the first five months, the
20 average Yyear-on-year gross wage growth was
modest in real terms - 0.7% (0.7% in the private
sector and 0.6% in the public sector).
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Source: SURS; calculations by IMAD.

Electricity consumption, July 2023

Austria France Croatia Electricity consumption was 11% lower year-on-

year in July. This was mainly due to lower industrial
consumption, in our estimation especially in the
energy-intensive part of industry. Household
consumption may also have contributed to lower
year-on-year consumption as a result of more
rational utilisation of energy and storm-related
power outages. Slovenia’s main trading partners also
recorded a year-on-year decline in consumption in
July (Austria by 11%, Italy and France by 6%,
Germany by 4% and Croatia by 1%).

—Italy ——Germany ——Slovenia

Year-on-year change,in %
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Source: ENTSO-E and Bruegel.org.

Notes: Only consumption on working days (between 8.00 and18.00)is
considered. The percentages are adjusted for temperature differences.
3-month moving averages are shown until August 2022.

5The agreement provided for a 4.5% wage increase as of October last year and an increase of wages by one salary grade in April this year.
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Electricity consumption by consumption group, July 2023

:?dustLV v In July, electricity consumption in the distribution
—Fousenolds .
. . network was lower year-on-year in all
Small business consumption . . }
—Total distribution network consumption consumption groups. As in previous few months,
the sharpest year-on-year decline was seen in
°\: industrial consumption (by 10.8%). Household
@ consumption was also lower year-on-year in July (by
= . . .
< 4.3%), according to our estimates mainly due to a
H oo N .
2 more rational energy consumption and storm-
o
S related power outages. Small business consumption®
S was 1.5% lower year-on-year in July.
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Source: SODO; calculations by IMAD.
Note: Excluding the effect of temperature differences.

% In this consumption group, consumption is most frequently measured in shops and service activities. This group also includes warehouses,
agricultural activity, etc., and large manufacturing plants that do not consume significant amounts of electricity at some measurement points.
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Table: Selected macroeconomic indicators for Slovenia

Selected macroeconomic indicators for Slovenia DatelofiiElease Unit Beferencelperlod
Latest Next 2022Q1| 2022Q2| 2022Q3| 2022Q4| 2023Q1| 2023Q2
GDP, real 18.08.2023 [ 16.11.2023 | % (Q/Q-1)° 1.2 0.6 =1.3 0.8 0.7 14
! 18.08.2023 | 16.11.2023 | % (Q/Q-4) 10.2 8.6 33 0.2 0.8 1.4
. . 18.08.2023 [ 16.11.2023 | % (Q/Q-1)° 1.2 0.6 0.6 0.8 0.4 -19
Private consumption, real
18.08.2023 [ 16.11.2023 | % (Q/Q-4) 203 13.2 33 26 3.0 =14
3 -
Government consumption, real 18.08.2023 | 16.11.2023 | % (Q/Q-1) 13 3.3 0.2 0.9 0.2 1.2
18.08.2023 [ 16.11.2023 | % (Q/Q-4) 4.8 0.8 -0.6 -1.0 -2.1 25
Gross investment, real 18.08.2023 | 16.11.2023 | % (Q/Q-1 )3 146 23 -94 =51 -5.3 -1.9
! 18.08.2023 [ 16.11.2023 | % (Q/Q-4) 263 16.7 76 05 -16.8 -20.1
3 - o
Exports of goods and services, real 18.08.2023 | 16.11.2023 | % (Q/Q-1) 17 28 35 4.5 0.4 0.9
18.08.2023 | 16.11.2023 | % (Q/Q-4) 8.2 9.3 119, =25 2.0 -0.7
18.08.2023 [ 16.11.2023 -1)° 238 2.0 1.2 -4.7 -0.9 -3.0
Imports of goods and services, real %(Q/Q-1)
18.08.2023 [ 16.11.2023 | % (Q/Q-4) 17.2 12.6 126 -1.5 -2.5 -8.3
2023 m2| 2023 m3| 2023 m4| 2023m5| 2023 m6| 2023m7
Trade balance' 14.08.2023 [ 13.09.2023 EURm 473 1125 101.9 2711 374.0 :
Current account’ 14.08.2023 [ 13.09.2023 EURm 160.8 266.7 286.2 508.5 559.2
Exports of goods, real’ 04.08.2023 | 04.09.2023 | % (M/M-1)* 26 -3.5 -1.5 4.2 -2.8
! 04.08.2023 | 04.09.2023 | % (M/M-12) 0.8 -4.2 -9.8 -3.1 -4.0
Imports of goods, real? 04.08.2023 [ 04.09.2023 [ 0 (Vi/M-1)" 12 26 24 02 29
’ 04.08.2023 | 04.09.2023 | % (M/M-12) -54 -5.2 -123 -7.7 -11.5
2023 m2| 2023 m3| 2023 m4| 2023m5| 2023 m6| 2023m7
[31.07.2023 [31.08.2023 [ % (M/M-1) 07 0.0 15 1.1 14 0.2
Inflation (CPI) | 31.07.2023 | 31.08.2023 [ % (M/M-12) 93 10.5 94 8.4 6.9 6.1
2023 m2| 2023 m3| 2023 m4| 2023m5| 2023 m6| 2023m7
G . I | 24.07.2023 | 22.08.2023 | % (M/M-1) -13 28 -19 0.1 : :
ross earninas peremplovee -rea 24.07.2023 | 22082023 | % (M/M-12) 12 12 -04 24
- private sector 24.07.2023 | 22.08.2023 | % (M/M-1) -0.1 23 -39 0.6
P 24.07.2023 | 22.08.2023 | % (M/M-12) 1.8 -1.0 -1.4 2.1
ublic sector 24.07.2023 | 22.08.2023 | % (M/M-1) -34 3.6 19 -0.8
P 24.07.2023 | 22.08.2023 | % (M/M-12) 0.2 -1.5 16 29
. 24.07.2023 | 22.08.2023 | % (M/M-1) -3.2 0.5 49 -2.3
- of which government sector
24.07.2023 | 22.08.2023 | % (M/M-12) -0.3 -2.5 1.6 2.7
2023 m2| 2023 m3| 2023 m4| 2023m5| 2023 m6| 2023m7
Employed persons 17.08.2023 [ 18.09.2023 | 95 (M/M-1)* 0.1 0.1 0.1 0.1 0.1 :
17.08.2023 | 18.09.2023 | % (M/M-12) 19 1.9 17 1.6 1.5 :
03.08.2023 | 05.09.2023 -1y -13 -1.2 -13 -1.2 -0.6 -0.3
Registered unemployed persons % (M/M-1)
03.08.2023 | 05.09.2023 | % (M/M-12) -176 -16.9 -163 -15.5 -14.3 -13.0
Registered unemployment rate 17.08.2023 | 18.09.2023 % 54 5.1 5.0 4.8 4.7
2022Q1| 2022Q2| 2022Q3| 2022Q4| 2023Q1| 2023Q2
Employment, LFS 29.05.2023 | 15.09.2023 | % (Q/Q-1)° 0.6 0.0 -0.1 -04 -0.3 :
! 29.05.2023 | 15.09.2023 | % (Q/Q-4) 5.6 0.8 -03 0.1 -0.8
ILO unemployment rate, LFS 29.05.2023 | 15.09.2023 % 43 4.2 4.0 3.5 3.8
2023 m2| 2023 m3| 2023 m4| 2023m5| 2023 m6| 2023m7
. . . 21.07.2023 | 21.08.2023 | % (M/M-1) 26 0.0 0.1 -0.7 -0.5 :
Industrial producer prices, domestic market
21.07.2023 |1 21.08.2023 | % (M/M-12) 186 13.4 133 9.2 7.3
. . . 10.08.2023 | 11.09.2023 | % (M/M-1)3 -20 23 -9.0 94 0.6
Production volume in manufacturing, real
10.08.2023 [ 11.09.2023 | % (M/M-12) 16 -1.6 -7.5 -1.1 -1.3
N N 14.08.2023 | 15.09.2023 | % (M/M-1)3 1.1 4.2 -6.1 33 2.2
Construction, real value of construction output
14.08.2023 | 15.09.2023 | % (M/M-12) 171 30.2 24.2 24.0 24.9
. 27.07.2023 | 29.08.2023 | % (M/M-1)3 -4.0 -1.0 -0.6 -0.3
Turnover in trade, real
27.07.2023 | 29.08.2023 | % (M/M-12) -2.5 -4.7 -6.0 -5.9
Real turnover in market services 28.07.2023 | 29.08.2023 | % (M/M-1)3 16 1.6 -39 -03
28.07.2023 | 29.08.2023 | % (M/M-12) 5.7 6.3 -2.1 -0.1
2017 2018 2019 2020 2021 2022
General government deficit/surplus (ESA 2010) [31.03.2023 [30.09.2023 [ % BDP -0.1 0.7 0.7 77 46 3.0
Consolidated gross general government debt (ESA l 31.03.2023 I 30.09.2023 \ % BDP 74.2 70.3 65.4 79.6 74.5 69.9
[ 2023m2] 2023m3] 2023m4[ 2023m5] 2023mé| 2023m7
Economic sentiment indicator’, seasonally adjusted l 25.07.2023 I 25.08.2023 \ %> \ -1 .3] -1 .7] -2.7] -3.0] -4.9] -6.5
2023 m2| 2023 m3| 2023 m4| 2023m5| 2023 m6| 2023m7
EURIBOR, 3-month Beginning of the month * % 2.640 2911 3.167 3366 3.536 3672
Long-term government bond yields Beginning of the month % 3.55 3.51 3.27 3.24 332 3.34
Exchangerate, USD to EUR Beginning of the month Us$ 1.072 1.071 1.097 1.087 1.084 1.106

Source: SURS, BS, ECB, EUROSTAT, EURIBOR.org, calcul ations by IMAD.

Notes: 'Balance of payments statisti cs of the BoS. “External trade statistics SURS. *Seasonally adjusted - SURS. *Seasonally adjusted - IMAD. “Difference between positive and negative answers, in %.

* calculations by IMAD.,

For comparisons with the EU and EMU see: httpy//ec.europa.ew eurostat/web/eur o-indicators/peeis



