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Polish CPI set to rise

CPl'in Poland might exceed 7% YoY before the year end, and average
inflation might be above 5% in 2022. A new wave of supply chain
problems and rising prices abroad increas the risk of de-anchoring
inflation expectations. Demand and wage pressures should be significant
inflationary factors in 2022. We expected elevated CPI also in 2023.

D)

6.8% YoY CPl in October

Consensus at 6.5%

Higher than expected

According to a flash estimate CPI in October accelerated to 6.8% YoY from 5.9% in September.
The increase is driven by fuel (+33.9% YoY) and food (+4.9% YoY) prices. Following the
October gas price hike, energy price growth accelerated to +10.2% YoY.

We estimate that core inflation in October accelerated to 4.4% YoY, from 4.2% in September.
Most likely, the details (to be published on 15 November) will show continued strong growth in
prices of goods. This is suggested by accelerating PPI (probably to ¢.10.7% YoY in October).
Companies are pointing out that demand, whether domestic or foreign, is becoming less of a
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barrier for them. This helps to pass on rising costs to the consumers. Prices of services may be
further boosted by rising labour costs. In Poland, for about four months now, the monthly pace
of wage growth has been higher than the typical seasonal pattern. In our view, wage and
demand pressures will be the important drivers of inflation in 2022.

We think today's CPI reading is not yet the peak for this year. We are approaching the 7% level
faster than expected. We see a risk that CPI will cross this border in 2021. Price growth is
widespread, already covering some 70% of the categories in the CPI basket. The same is also
true for Poland’s trading partners. Now Poland is set not to import low inflation from abroad,
just the opposite. In addition, the weaker zloty should further fuel inflationary pressure.

We should also expect high inflation in the coming years. While supply-side factors play a
large role this year, demand and wage pressures should be important inflationary factors in
2022.

Disruptions in supply chains are expected to persist until at least mid-2022.

We also see a risk of fiscal support in Poland in 2022 being larger than in 2021. We have been
writing about pro-inflationary fiscal policy for a long time. In our view this is not only a risk for
2022 due to the tax changes in the Polish Deal or the planned cycle of excise duty increases on
alcohol and cigarettes. We have already seen fiscal policy resulting in increasing consumption
at the cost of a decline in the share of private investment in GDP long before the pandemic
shock. But now, with widespread global inflation, the consequences are much more visible.

Recent surveys indicate that in Poland 70% of companies plan to further raise the prices of
their products. This is the highest level in the 11 years that Grant Thornton has conducted this
survey.

We think that with a loose fiscal policy and growing demand pressures, additional growth
support from monetary policy should be limited. In our opinion, the accelerating current
inflation and high inflation forecasts, which are likely to be presented in the November
projection update by the NBP, should build a majority in the MPC in favor of another rate hike
in Poland as early as next week’s Council meeting. We expect a continuation of the cycle of
rate hikes to c.2% at the turn of 2022-2023.
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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 requlation 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 www.ing.com.
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