Economic and Financial Analysis
Global Economics
13 April 2018
13 April 2018
Snap

Poland: CPI below the NBP target. Core drop
less severe
The final reading confirmed CPI undershot the central bank's target. The
core inflation drop was less severe than the flash publication suggested,
but the transition of solid wages into prices remains limited
The final CPI inflation confirmed deceleration from 1.4%YoY to 1.3%YoY. The drop of the core
component (excluding food & energy) was less severe compared to our initial estimates – from
0.8%YoY to 0.7%YoY vs. 0.5-0.6%YoY, according to the flash reading.
Energy components are the major source of deceleration. Monthly changes of gas and fuel prices
subtracted jointly nearly 0.1pp from the headline figure. In the core inflation, there were two
surprising factors behind the slowdown: a drop of package holiday prices (likely temporary, which
subtracted 0.03pp from the headline) and insurances (probably more persistent, subtracting
another 0.02pp). Growth in the other categories (i.e. furnishing) was rather disappointing,
moreover, recent surveys indicate a drop of household inflation expectations to the level
consistent with deflation.
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The clothing and footwear component showed a higher than usual growth (adding 0.1pp to the
headline). Such a change was likely related to methodological issues. Formerly prices in this
category permanently declined by 4-4.5%YoY annually, contradicting average prices of most
important goods published by GUS. Our analysis indicates changes in methodology should
increase the annual CPI dynamics by 0.3pp.

GUS presented permanent deflation of Clothing & Footwear prices
Change in methodology is likely to increase headline figure by 0.3pp annualy

Source: GUS

Overall we still remain pessimistic over inflation prospects in 2018. We see 1.4%YoY-1.5%YoY
annual growth, significantly below the NBP March projection (2.1%YoY). CPI is also likely to
undershoot central bank target till May-June. The major argument against CPI increases in the
coming quarters is a deceleration of food prices (we expect deflation in this category in the 4Q18),
no signs of core inflation pick-up and a lack of increase in regulated prices. Today’s data structure
is a significant argument against a rate hike in 4Q19.
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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 NV 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. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) 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.
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