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Poland’s industrial awakening might
prove temporary
Poland s industrial output surprised positively in September, but the
outlook is uncertain as some auto producers plan plant closures and
production pauses by the end of 2025. Wage growth in services is
easing; employment is falling amid labour shortages. Policymakers may
await more data before resuming rate cuts in 2026

Early morning in Warsaw

A solid reading of September's industrial output in Poland was broadly expected amid a more
favourable calendar this year and a low reference base from the same time last year, when we
had flooding in the south of the country. But even so, these figures surprised to the upside.
Production growth was broad-based and reported in many divisions of manufacturing, and
seasonally adjusted data also points to a solid 4.1% MoM improvement vs. August.

Despite that, the short-term outlook for the manufacturing sector is highly uncertain. Some
producers from the automotive industry continue their downsizing activity. Some production
facilities are closing, and several producers have announced they'll pause production for some
weeks by the end of the year due to poor demand. Despite a strong September, we remain
cautious about the manufacturing sector in the final quarter of this year. 
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Wage growth was robust in manufacturing in September (8.4% YoY), but with a low increase in
energy production (2.6% YoY), a decline in mining wages (-5.1% YoY) and easing wage
pressure in services, overall wage growth in enterprises amounted to 7.5% YoY and was lower
than 8.5% we had expected, but slightly higher than 7.1% in August. The overall trend of
slowing wage growth is sustained and should ease upward pressure on services' prices and
facilitate further disinflation, including lower core inflation.

Employment in enterprises continues falling (-0.8% YoY), confirming long-term negative trends
in the labour market. We have two main tendencies. First, the main force driving the decline in
employment is the fall in labour supply due to poor demographics. Second is the intersectoral
reallocation of resources. We've written extensively on this in our Directional report here:
Softer demand for labour is also increasingly visible. 

Solid output in manufacturing and elevated wage growth in this sector in September may
convince the National Bank of Poland's Monetary Policy Council to refrain from another rate
cut in November and wait for more data from the real economy to better assess mid-term
inflationary trends. At the same time, easing wage pressure in services and an unfavourable
outlook for domestic manufacturing leave room for further monetary policy easing over the
medium term.

We expect the National Bank of Poland (NBP) policy rates to remain unchanged by the end of
2025 and expect the MPC to reduce the reference rate by another 50bps next year, down to
4.00% at the end of 2026.
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