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Polish inflation slows to 2.4%,
strengthening NBP rate cut expectations
The end of the year is marked by a further decline in Polish inflation,
below the NBP's 2.5% target. Companies' pricing behaviour is returning
to low inflationary times, and the reading is a reality check for the
central bank's Monetary Policy Council. We expect three rate cuts to
3.25% in 2026, maybe as early as January

Pre-Christmas shoppers
in Krakow

Positive inflation surprise in December
According to the preliminary CSO estimate, CPI inflation fell in December to 2.4%YoY from 2.5% in
November, below the 2.5% consensus, with the monthly price level unchanged at 0%MoM. In
December, we observed a modest increase in food prices (0.1% MoM), and core inflation stood at
2.8% YoY despite the holiday period, an early winter, and a low statistical base from the previous
year. It appears that companies' pricing policies are gradually returning to patterns typical of
periods of low inflation. Not so long ago (in 2021–22), food prices alone could rise by 1.5–2% MoM
in December.

Looking at selected categories, the lower CPI inflation (2.4% YoY in December compared to 2.5% in
November) was driven by a slowdown in food price growth (2.4% YoY in December, down from
2.7% in November), a slight acceleration in energy carrier prices (2.8% YoY in December, slightly up
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from 2.7% in the previous month), and a notably deeper fall in fuel prices (-3.1% YoY in December,
down from -1.9% in November). In the latter category, prices in December fell by 0.9% MoM,
whereas in the previous month they rose by 2.2%MoM.

We estimate that core inflation (CPI excluding food and energy prices) reached 2.8%YoY,
compared with 2.7% in November. This slight increase in core inflation is attributable to the
exceptionally low base in December 2024, when there was a 0.1% month-on-month decline
following sharp price rises before the end of 2024.

Five factors which will keep inflation low in 2026
According to our latest ING Economic Courier with forecasts for 2026
(https://ekonomiczny.ing.pl/publikacja/862543, publication only in Polish), we see several factors
that will keep inflation low in Poland in 2026, despite strong GDP growth relative to the EU:

Poland is recording slower GDP growth than in the past, and the economy is avoiding a1.
consumption boom, unlike in recent years.
Income policy is cautious (3% rise in the minimum wage versus around 20% in 2023–24,2.
and no new social benefits in 2026), which does not allow for easy price increases as seen in
2022–25.
The current economic cycle is less labour-intensive than previous ones, with modern (less3.
labour-intensive) services, rather than industry, acting as the main growth engine. Industry
is struggling with low margins and deteriorating competitiveness, which also means wage
growth will slow to about 5.5% in 2026—a level consistent with the NBP’s inflation target.
Competitive pressure from China is greater than in previous years. The NBP highlighted this4.
factor during the recent inflation projection.
Monetary policy is tighter than the real interest rate suggests, as the real appreciation of5.
the zloty (PLN) is the strongest since 2004–08.

We see three NBP rates cuts in 2026
In our view, the Monetary Policy Council (RPP) remains unconvinced that disinflation is permanent,
and the December data provides an important signal confirming that the acceleration in
disinflation in the second half of 2025 has been a lasting trend. We think a rate cut could be
considered at the January meeting, although this is not our baseline scenario.

Therefore, we expect three 25 basis point rate cuts next year, bringing the rate to 3.25% by the
end of 2026, with risks tilted to the downside. Today’s positive inflation surprise strengthens
expectations for the continuation of NBP’s adjustment cycle.

Following a series of rather cautious comments from the Monetary Policy Council, including the
NBP Governor’s wait-and-see approach for the coming months, we expect the next NBP rate cut to
come in March. By then, the Council will have access to the updated NBP analysts’ projections and
more reliable data, following changes to the CPI inflation basket at the start of the year and the
switch to COICOP2018 classification.

https://ekonomiczny.ing.pl/publikacja/862543
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