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Poland’s central bank delays monetary
easing amid rising inflation
Headline inflation in Poland increased markedly in September amid
persistently high core inflation. Poland is lagging behind other
countries in reducing inflation and the central bank should ease its
policy later than others 

We estimate that there
was a marked increase
in prices in the core
inflation categories

According to the flash estimate, CPI inflation in Poland rose to 4.9% year-on-year in September
from 4.3% YoY in August. Consumer prices rose by 0.1% compared to the previous month, with
food and non-alcoholic beverages increasing by 0.2% month-on-month, gasoline prices falling by
3.4% MoM and energy prices rising slightly by 0.2% MoM. We estimate that there was a marked
increase in prices in the core inflation categories, including prices in education.

Much of the increase in the annual inflation rate was due to a low base effect, caused by
“controlled” price decreases a year ago during the election campaign. In September 2023, prices
fell by 0.4% MoM due, among other things, to reductions in healthcare prices (a fall in
pharmaceutical prices following the introduction of a new reimbursement list and free drugs for
the elderly and children). Electricity prices eased as the cap on energy consumption at fixed prices
was increased.
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We estimate that core inflation (excluding food and energy prices) rose to around 4.2-4.3% YoY in
September from 3.7% YoY in August. This could be partially explained by the abovementioned
reference base effect, but it is not the entire story. In addition to the base, core inflation was
buoyed by price increases in education, where the effects of earlier increases in teachers' salaries
in the public sector became apparent. Among other things, it boosted the price of services linked to
education, such as tutoring sessions, language courses, and so on.

Inflation is expected to stay elevated, nearing 5% year-over-year by the end of the year. At the
start of 2025, inflation may rise further, though the extent is uncertain and depends largely on
policy decisions regarding measures to shield households from high electricity prices. Additionally,
new excise duty rates on cigarettes will come into force. Core inflation is expected to remain
persistently high, staying above 4% year-over-year in the latter half of this year and the first half
of next year, driven by Poland’s rapid rise in labour costs, which have outpaced those in developed
economies and some regional peers.

Poland is lagging behind other countries in reducing inflation, leading to a delay in the Monetary
Policy Council’s discussions on starting monetary easing, unlike in many developed nations and
the CEE region. Current trends of interest rate reductions outside Poland may pressure the Council
to soften its stance. The November National Bank of Poland (NBP) projection is expected to be
based on uncertain assumptions, including unresolved energy prices for households from early
2025, so in the Council's view only the March inflation projection will present a reliable path of
future inflation.

We anticipate that interest rates will remain unchanged until the end of 2024, with the first NBP
rate cut of 25bp likely in the second quarter of 2025. For next year, we project the reference rate to
decrease by a total of 100bp, reaching 4.75% by the end of 2025.
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