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Poland’s current account balance
deteriorates slightly in November
Poland’s external current account surplus deteriorated in November to
0.2% of GDP on a 12-month rolling basis from 0.4% in October. Trade
data reflects weak foreign demand and a recovering domestic
economy. In 2024, Poland became the fourth biggest destination
market for German exports with a 6% share, surpassing China.
However, Germany's 27% share of Polish exports exposes Poland to
potential Trump tariffs

According to data from the National Bank of Poland, the external current account showed a deficit
of €521 million (consensus: +€8 million, our forecast: -€66 million), reflecting a significant deficit of
€1.646 billion in trade in goods, compared to a €571 million deficit in October. We estimate that on
a 12-month rolling basis, the current account surplus decreased to 0.2% of GDP in November from
0.4% of GDP in October, and the trade balance deteriorated to -0.7% of GDP from -0.6% of GDP.
November was the seventh consecutive month with a deficit in merchandise trade. Exports
expressed in euro decreased by 4.7% year-on-year, and imports by 0.4% YoY (in zlotys,
respectively -6.2% and -2.0% due to the appreciation of the zloty against the euro). Trade data
shows that foreign demand remains weak, while the domestic economy continues to recover.
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Regarding the components of the current account other than the trade balance, the traditionally
high surplus in services trade (€3.177 billion) continued, although it was lower than in the previous
month, the income balance deficit increased (€-1.523 billion), which in the previous month was
seasonally reduced by, among other things, direct payment disbursements to farmers, and the
secondary income deficit increased (€-529 million).

The lower goods turnover was influenced by fewer working days. However, exports still suffer from
weak external demand from the eurozone, particularly from Germany, where 27% of Polish
exports go, and the economy oscillates between stagnation and recession. On Wednesday, we will
learn the preliminary GDP data for Germany for 2024 as a whole. The consensus points to a slight
decline in real GDP of 0.2%, after a drop of 0.3% in 2023. This would be the first episode of two
consecutive recessionary years in the German economy since 2002-2003.

In 2024 (January-November period), Poland surpassed China as the fourth largest destination
market for German exports, after the US (which receives 10.4% of German exports), France (7.5%),
and the Netherlands (7.1%). Approximately 6% of German exports go to Poland. In the context of
the likely Trump tariffs on the EU, Poland is indirectly exposed to them through Germany.
Domestic import spending at the end of the year was additionally driven by the import of
passenger cars, possibly German ones, due to the tightening of EU emission standards from the
beginning of this year, as indicated by data on the strong number of car registrations. Finally, at
the end of the year, energy prices rose significantly.

According to the National Bank of Poland's commentary, which refers to trade turnover expressed
in PLN, a decline in export value was recorded in five out of six main categories of goods, the
deepest in transport equipment (passenger cars, truck tractors, buses, automotive parts, and
electric batteries). The exception was the export of agricultural products, supported by the increase
in prices of some goods, the value of which remained at a similar level year-on-year. As for
imports, declines were also recorded in five out of six categories, most strongly in transport
equipment, but the high, upward trend in the import of passenger cars continued. The only
category that did not record a year-on-year decline was the import of agricultural products.

The moderate deterioration of the current account balance and persistent trade deficit are slightly
negative for the zloty. However, the PLN exchange rate is supported by the growing interest rate
differential between Poland and the eurozone, as the European Central Bank continued its rate-
cutting cycle at the end of 2024. In our opinion, there will be room for a cut by the NBP in 2Q 2025
although according to the hawkish rhetoric from the NBP president in December, this may not
happen until 2026. The zloty exchange rate is supported by the inflow of EU funds under
the Recovery and Resilience Facility and cohesion policy. In mid-December, the European
Commission disbursed a tranche of €9.4 billion to Poland from the RRF, and at the end of
December, the government submitted another RRF payment request worth €7.3 billion (payment
to be made in March-April).
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Exports and imports growth, YoY, expressed in euro, in %

Source: NBP data.
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