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Poland's central bank effectively ends its
current tightening cycle

It's not official, as the National Bank of Poland Chair, Adam Glapiriski,
didn't bring the hiking cycle to an authoritative end. But recent policy
actions and statements confirm it is indeed over. We expect no
changes to NBP rates this year, but we are more cautious about the
mid-term inflation outlook than the central bank

National Bank of
Poland President,
Adam Glapinski

The MPC is not ending the rate tightening cycle.

During a press conference, National Bank of Poland President Adam Glapiriski said the MPC has not
decided to end the interest rate hike cycle, but in our view, it has effectively been completed. He
said he believes that 'the level of core inflation is not a cause for concern'. We think, given the
Council's current reaction function, the chances of interest rate rises in the coming months are
minimal.

Glapiniski, referring to November's local and global outlook communiqué, reiterated that the
international situation is deteriorating and that a recession is very likely in Germany. Glapinski said
Poland isn't threatened too much by recession, although GDP growth may fall to around 0%. He
didn't directly refer to third-quarter GDP structure data which points to a weakening of
consumption.
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Inflation path

The NBP President pointed out that there are signs of global disinflation. However, Poland's
inflation peak is still ahead of us. We should see that in January or February due to an increase in
requlated prices. But it should start to fall 'steadily and rapidly' by the second quarter of 2023. The
return of inflation to the range of permissible deviations from the NBP target will not occur until
2025. But by the end of 2023, the situation will be 'under control', and inflation will fall to single-
digit levels. Importantly, the President - rightly, in our view - did not attach too much weight to the
fall in inflation in October, being aware that this is not yet a turning point and that the local peak is
still ahead of us.

Glapinski doesn’t share market expectations for rate cuts at the end of 2023. He stressed that the
NBP has not completed the interest rate hike cycle, and it remains on hold. We expect to hear
more on that in the MBP's March projection.

Our view

The NBP President's declarations about a pause in the cycle are of little importance now. In our
view, the cycle is effectively over, even if the Council has not formally made such a decision (in
fact, it may never happen). Prof Glapinski is sticking to the scenario outlined in the latest
projection, assuming a peak in CPlin 1Q23, then a fall below 10% YoY at the end of next year, while
the domestic economy avoids recession.

Other elements of the president's statement indicate some level of caution: Glapiriski does not see
room for rate cuts at the end of 2023 and draws attention to risks related to food prices, the pro-
inflationary impact of anti-inflation shields (introduced by the government), the side effects of
excessive regulation of prices, persistent inflation in food components, and the uncertain
commodity market.

In our view, core inflation will be persistently high in 2023, and we also see a significant inflationary
overhang associated with a broad freeze in energy, gas, heating and fuel prices. This means that
there is still a risk of significant increases in energy prices for large enterprises in 2023 and price
rises for retail consumers in 2024.

We see average CPlin 2023 at 14.5% and ca 7.5% YoY in 2024. The fight against inflation will not
end, however, with CPI falling to 10% at the end of 2023. However, with the Council's current policy
bias, the chances of rate rises in this cycle are minimal.

Author

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

Adam Antoniak
Senior Economist, Poland
adam.antoniak@ing.pl

Snap | 9 December 2022 2


mailto:rafal.benecki@ing.pl
mailto:adam.antoniak@ing.pl

THINK economic and financial analysis

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 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 www.ing.com.
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