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Poland: GDP in 2020 not as bad as
initially feared
The pandemic and related restrictions last year led to the first fall
in GDP since 1991, a drop of 2.8% YoY. However, this was shallower
than initially feared and the previous contraction of 7% in 1991, at the
beginning of the transition. In relative terms, this is a good result, as
the world economy is experiencing its worst crisis since the World War
II
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-2.8% GDP drop in Poland in 2020 (YoY)

According to preliminary estimates by the Central Statistical Office, real GDP in Poland fell by 2.8%
year-on-year in 2020. We estimated -2.7%, while the consensus called for -2.6/-2.7%. Over the full
year, household consumption fell by 3% YoY (we estimate that in 4Q20 it fell by ca. 3% YoY - only
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one third of that in 2Q20). Investment fell by 8.4% YoY over the whole year, which translates into a
decline of -10.7% YoY in 4Q20 (-9% YoY in 3Q20). Net exports provided strong support to GDP, as
reflected by the rebound in manufacturing in 4Q20.

As in other countries, 4Q20 showed a diminishing impact of the pandemic on GDP. Economies,
supported by huge fiscal packages, have adjusted to administrative anti-pandemic constraints.
While the number of Covid cases during this period was much higher than in the spring, our index
of economic restrictions indicates that those associated with the second wave of the pandemic in
Poland were a quarter to a half less onerous. In addition, the resilience of the economy to the
restrictions is growing. We estimate that the quarter-on-quarter contraction of GDP in 4Q20 was
only about a tenth of that in 2Q20 (-1.2% quarter-on-quarter in 4Q20 vs. -9% QoQ in 2Q20), which
was also supported by the global economic environment.

Quarter-on-quarter changes in GDP: Poland in comparison to
selected economies

We estimate that in 2021, GDP in Poland should make up for the pandemic losses. While the
seasonality of regular flu, slow vaccination progress, and new Covid-19 mutations (which caused
extended hard lockdowns) call for a cautious outlook in 1Q21, we still expect GDP to rebound, as of
2Q21. Achieving herd immunity might take longer than previously expected, but as soon as the
vulnerable parts of the population are vaccinated, governments will be pushed to lift restrictions.
This should trigger a rebound in consumer demand. Household savings have increased strongly
during the pandemic and spending this money will result in a strong rebound in consumption and
GDP. On average, we estimate that household consumption could grow by 5.0% YoY in real terms
in 2021.

The prospects for private investment are worse and without this, the growth structure will be pro-
inflationary. Private investment as a share of GDP in Poland has been below the EU average for
years, and in 3Q20, reached the lowest level as a percent of GDP in recent history. Although we
expect private investment to increase YoY starting as early as 2Q21, this will be largely due to a
low base. In our view, investment demand will not return to the 4Q19 level, i.e. the pre-pandemic
period, until the second half of 2022 at the earliest, unless there is a significant acceleration in
spending of EU funds. Public investment, financed with the disbursement of EU funds from
a 2014-2020 financial standpoint, should keep growing at a single digit pace. In terms of GDP
growth, we estimate it to be 4.5 YoY in 2021, supported by a low base effect from 2020 and a
rebound in private demand. 
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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 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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