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Poland: CPI jumps to 8-year high on
minimum wage rise, strong demand

CPI reached 4.4% year-on-year in January, the highest level since
2012. We think the jump largely reflects new-year price adjustments
linked to the higher minimum wage and strong demand. We still
expect the MPC to keep rates flat, underlining the requlatory factors
behind the strong CPl and weakening activity domestically
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The minimum wage rise and strong demand likely to blame

This is a preliminary reading with scarce details, so core inflation cannot be reliably determined.
The data will be revised in March based on new CPI weights and more details will be also
presented.

The data shows a substantial rise in housing costs - to 4.9% year-on-year from 2.0% previously.
The category contains energy prices linked to housing and related services etc. We already
assumed a rise linked to electricity costs, but the overall scope hints that services jumped as well.
The price of food, alcohol and tobacco rose by 6.7% YoY, somewhat high even considering the rise
in the excise rate by 10% (pushing up alcohol and tobacco).

The relatively broad scope of components which pushed CPI higher suggests that it largely
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reflected new-year price adjustments linked to the rising minimum wage (+15.6%) and strong
demand. Surveys of small retailers, highly affected by wage costs, showed a substantial rise in
expected prices. Housing costs were likely affected as well, e.g. in the case of security services.

Therefore the rise in prices should prove to be sustainable, suggesting that overall CPI will be
0.1-0.2pp higher. We now expect CPI to top out around 4.5-4.6% YoY in March, despite the recent
decline in oil prices.
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The MPC stance unlikely to change

The CPI reading is unlikely to substantially alter the MPC's stance. The Council is likely to continue
to focus on regulatory factors behind the rising inflation, overlooking labour costs and strong
demand. They are likely to reiterate that the rise in prices is temporary and should be subdued in
the latter half of the year due to slowing activity domestically.

This is seemingly reinforced by the fourth quarter GDP print, revealing a slowdown from 3.9% to
3.1% YoY. This is also an initial reading and no details are available. We mostly blame slowing
internal demand, as household spending lags behind disposable incomes. The external sector and
the overall industry seem to be doing fine, as evidenced by a recent current account reading,
which showed a further surplus.
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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 BRO00341) 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 http://www.ing.com.
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