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CEE: A land without rate cuts
Poland leads the region with 3.4% GDP growth and CPI near target, but
the central bank remains cautious due to the loose fiscal stance. The
Czech economy is expanding steadily, with rate hikes possible in 2026.
Hungary’s inflation remains high, delaying easing. Romania stagnates,
with inflation set to peak near 10%, and rate cuts likely from mid-2026

Poland: CPI down, GDP up
Economic growth accelerated to 3.4% year-on-year in the second quarter from 3.2% YoY in the
first. On the supply side, GDP expansion was driven by services, while on the expenditure side, data
showed that households' consumption propelled economic growth. Due to buoyant services
sectors, the Polish economy is growing faster than its CEE peers, despite facing similar headwinds
in industry. In the second half of the year, GDP growth should accelerate to nearly 4% YoY, and we
still expect 3.5% GDP growth in 2025, clearly above the pace seen in other countries in the region.
Investment activity remains subdued, but is expected to bounce back as the Recovery and
Resilience Facility and Cohesion Funds from the EU begin to flow more widely into the economy.

The 2026 draft budget reflects deteriorating fiscal conditions in 2025, with the general government
deficit projected at 6.9% of GDP, up from the previously expected 6.3%. The 2026 fiscal plan offers
limited consolidation, and policy remains expansionary – potentially discouraging the National
Bank of Poland (NBP) from further monetary easing. Poland's new President, Karol Nawrocki, says
he will veto tax increases and social spending cuts, which suggests that Poland is unlikely to tackle
its excessive deficit targets by 2028. This could increase pressure from rating agencies and



THINK economic and financial analysis

Article | 11 September 2025 2

investors amid rising public debt and the absence of a meaningful fiscal adjustment.

August CPI inflation decreased to 2.8% YoY from 3.1% YoY in July and is close to the central bank's
target of 2.5% (+/- 1 percentage point). Core inflation, which excludes food and energy prices, is
also on a downward trend. According to current estimates, it probably moderated to 3.1% YoY
from the 3.3% YoY reported in July. With inflation close to the NBP target and securely within the
range of acceptable deviations from the target, the Monetary Policy Council cut rates by 25bp to
4.75% on 3 September, but took a more cautious policy stance with respect to further policy
easing amid highly expansionary fiscal policy. In October, policymakers may pause and return to
the debate on rate cuts in November, when the new NBP staff economic projections
become available. Real rates are relatively high, though, and policymakers have room for further
policy easing, and in 2026 as well.

Czech Republic: Stable rates do the job for the expanding
economy
Czech annual inflation eased in August primarily due to a continued slowdown in food price
dynamics. The reading also showed that price growth in the services sector remains unshattered,
hovering around 5% since 2024. We see this as a structural issue that could start to embed into
inflation expectations, especially after such a protracted period. With both nominal and real wage
growth exceeding expectations in the second quarter, households will have sufficient resources to
continue spending as the year progresses. We see the economy gradually entering a fully-fledged
growth setup, with the labour market flipping into a retightening mode in the coming quarters.
This would mean upward pressure on wages throughout the upcoming year, with wage growth
representing a candidate for upward surprises compared to general expectations. In such a
situation, we see rate stability as an optimal response for the time being.

That said, there are inflationary risks when looking ahead, primarily driven by several factors:
persistent overheating in the housing market, which could push up rents and core inflation; a
genuine economic rebound in Germany spurred by fiscal stimulus; nominal wage growth
potentially exceeding 7%, leading to renewed inflation in the services sector; a significant CPI
impact from ETS2, including pronounced secondary effects and front-loading into 2026.

With the economy expanding swiftly and the labour force once again becoming a scarce resource,
an additional combination of the risks mentioned above would likely result in a renewed hiking
cycle around mid-2026. Indeed, the current rate of 3.5% is generally considered only slightly
restrictive in terms of domestic demand, while further strengthening of the koruna will provide
some relief via cheaper imports.

Hungary: Our case for a more hawkish monetary policy outlook
is growing
The breakdown of Hungary’s weak second-quarter GDP growth highlights that household
consumption is currently the main driver of the economy. However, despite low unemployment
and robust real wage growth, consumer spending remains solid but not exceptional. In contrast,
investment continues to decline. The underlying issue? A lack of confidence. Households are
concerned that prolonged stagnation over the past three years could jeopardise job security, while
inflation remains elevated. Unlike expectations, high inflation in Hungary hasn’t spurred spending –
it has encouraged saving, as households are still recovering from recent economic shocks that
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depleted their financial reserves.

A lack of strong domestic demand, coupled with weak external demand, is making businesses less
confident. Add to this geopolitical uncertainty, global and local economic policy uncertainty, and
rising labour costs, and you have the perfect storm for investment delays.

Meanwhile, inflation has continued to surprise on the upside, suggesting entrenched price
pressures that won't ease soon. Unsurprisingly, the National Bank of Hungary is sticking to its
hawkish playbook, emphasising that anchoring inflation expectations is essential. To achieve this, a
cautious, patient monetary policy is needed, which prioritises the stability of the Hungarian forint
too, according to the Monetary Council.

However, it is not just the central bank. The Ministry of National Economy is sending out the same
messages, which makes us increasingly doubtful about our monetary policy baseline, which
assumes that the base rate will remain unchanged in 2025, but expects a significant easing cycle
in 2026. If we see further upside surprises in inflation in the coming months – despite the strong
forint – and if there are some hawkish surprises globally, we will need to flip the switch.

If policymakers are serious about the forint, this could lead to a complete overhaul of our
monetary policy and FX market outlook. Our alternative scenario, which is becoming increasingly
likely, is that the base rate will remain at 6.50% in 2026, with the forint hovering in the 380-400
range to the euro. Investors' long HUF bias could be supported by a credible fiscal policy that uses
all the room given by investors and rating agencies, but no more. In this regard, we estimate this
year's fiscal deficit to be 4.6% of GDP, and next year's to be 4.5%. The additional financing required
could be covered by EU SAFE funds, and we can envisage some adjustments to the retail bond
market too.

Romania: Growth stalls amid fiscal and inflationary pressures
On the growth front, the situation is yet to improve at this stage. Detailed GDP figures for the
second quarter reaffirm that Romania’s economy is essentially flatlining. Year-on-year growth
stood at just 0.3%, matching the weak pace of the first quarter and leaving first-half 2025 growth
at a mere 0.3%. The slowdown in consumption is becoming more visible, but at the same time, it
also helps to partly offset the large trade imbalances.

In the near term, public investment financed by EU funds should become the economy’s primary
engine, which should sustain activity in the construction sector and help prevent a deeper
downturn. On the fiscal front, the deficit is expected to remain elevated this year, likely above
7.5%, and only diminish more substantially next year when the recently adopted measures will
bring the desired impact.

Looking at inflation, we think that the recently implemented VAT and excise duty hikes will push
up price pressures close to 10% in the coming months, before base effects kick in around next
summer and bring inflation closer to the 4-5% area by the end of 2026. Given the pressures on
growth and the likely temporary nature of this inflationary episode, we don’t see any rate hikes
from the National Bank of Romania, and our current base case is for a rate cut in May 2026 and
further support to the economy from there onwards.



THINK economic and financial analysis

Article | 11 September 2025 4

Author

Frantisek Taborsky
EMEA FX & FI Strategist
frantisek.taborsky@ing.com

Rafal Benecki
Chief Economist, Poland
rafal.benecki@ing.pl

David Havrlant
Chief Economist, Czech Republic
420 770 321 486
david.havrlant@ing.com

Peter Virovacz
Chief Economist, Hungary
peter.virovacz@ing.com

Stefan Posea
Economist, Romania
tiberiu-stefan.posea@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

mailto:frantisek.taborsky@ing.com
mailto:rafal.benecki@ing.pl
mailto:david.havrlant@ing.com
mailto:peter.virovacz@ing.com
mailto:tiberiu-stefan.posea@ing.com
https://www.ing.com

