ING

Snap | 8 November 2023 Poland

THINK economic and financial analysis

Has the National Bank of Poland ended
the easing cycle?

The Monetary Policy Council (MPC) left rates unchanged (the main rate
at 5.75%), against market and consensus expecting a 25bp cut. The
MPC should also leave interest rates unchanged in December, and the
pause may extend at least until the central bank's March projection

The post-meeting statement states that the MPC decided to leave rates flat due to: the scale of the
previous months' cuts, as well as the uncertainty about future fiscal (expansion) and regulatory
decisions (the extension of the freeze on electricity and gas prices) and their impact on inflation.
The Council reiterated that future decisions will depend on incoming information on the CPI and
GDP outlook.

The November projection

The new projection shows lower CPI in 2024 vs. the July projection, but higher inflation in 2025, and
failing to reach the 2.5% target. With a probability of 50%, CPI inflation will be 11.3-11.5% in 2023
(11.1-12.7% in the July projection), 3.2-6.2% in 2024 (3.7-6.8%) and 2.2-5.3% in 2025 (2.1-5.1%).

On the other hand, GDP growth will be between -0.1 and +0.6% in 2023 (-0.2 +1.3% in the July
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projection), 1.9-3.8% in 2024 (1.4-3.3%) and 2.4-4.7% in 2025 (2.1-4.4%).

This means that compared to the July projection, the inflation path has been revised downward
over a shorter horizon, mainly due to the lower starting point. However, the assessment of
medium-term inflationary pressures (2025) is slightly less optimistic. In contrast, economic growth
forecasts have been revised upward for both the shorter and longer horizons.

Conclusions

We are waiting for tomorrow's press conference with NBP Governor Glapinski, but today's
statement shows less faith in disinflation, which may suggest we are near to the end of the easing
cycle. In our view, the MPC should also leave interest rates unchanged in December, and the pause
in rate adjustments may extend until the central bank's March projection. To be verified tomorrow,
but it looks like the Council ended a short and dynamic monetary easing cycle today.

Given the uncertainty surrounding regulated energy prices, the scale of shielding measures in this
area, and the future of the zero VAT rate on food, the Council will most likely want to familiarise
itself with the impact of the aforementioned factors at the beginning of the year and the
subsequent course of the inflation path. We do not rule out that there may be one more rate cut in
March, but in general, we assess that the space for further interest rate cuts is severely limited.

We expect inflation to temporarily fall below 5% in the first half of 2024, followed by a rise above

that level. This should be accompanied by an economic recovery (GDP growth of 2.5% or more in
2024), driven by stronger consumption. This will take place in an environment of fiscal expansion

and Poland holding the general government deficit at about 6% of GDP, one of the highest in the

EU. Tomorrows presser of the NBP governor should shed more light, but we think the easing cycle
in Poland is about to end.

NBP projections & ING forecasts

Jul-23 Nov-23 ING
CPI GDP CPI GDP CPI GDP
2023 115 0.7 11.4 0.3 116 0.4
2024 5.2 20 47 29 5.0 2.5
2025 3.6 31 3.8 3.6 5.0 3.5

Source: NBP, ING
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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
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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 BR0O00341) 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.

Snap | 8 November 2023 3


http://www.ing.com

