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Poland’s government plans to cap
electricity prices in 2023
The government has announced plans to set a maximum electricity
price for households, sensitive consumers, local governments and
SMEs. This comes on top of the already-announced freeze on prices for
households up to a certain level of consumption. The move may
cushion the impact of higher electricity prices on 2023 CPI to
just 0.2-0.4 percentage points

Government’s proposal on retail electricity prices
The government announced a freeze on electricity prices up to a certain threshold of annual
electricity usage by households and a cap on the electricity price above this threshold. The
maximum price of PLN693/MWh pertains to the cost of energy only, i.e. excluding fees and taxes.
The price cap pertains to annual consumption above 2,000kWh per household, 2,600kWh for
households with a disabled person and 3,000kWh for farmers and large families (at least
three children). Below this threshold, prices are frozen at the 2022 level. At the same time, the
government proposed a cap of PLN785/MWh for sensitive consumers, local governments and
SMEs, covering up to 90% of their electricity use in 2022.
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In 2022, electricity prices (without fees and taxes) for households from the four main regulated
distributors (Tauron, Enea, Energa, PGE) range from PLN413.1 to 414.7/MWh. Provided that prices
for consumption above the limit of 2000/2600/3000 per kWh are raised to the proposed threshold,
the increase will be nearly 70%. The cost of energy alone, on average, accounts for some 60% of
the average electricity bill. The remaining 40% are distribution fees, taxes and other charges.

Moderate increase in household electricity bills and small
impact on CPI
Potential price increases for households are of key importance in terms of the direct impact on CPI.
Increases in energy prices for companies and local governments will affect consumer prices
indirectly via the gradual pass-through of higher energy costs into prices of final goods and
services. Our survey in the SME sector indicates that price increases have so far been the most
frequent business response to expensive energy.   

Based on 2018 data, about 70% of households consumed less than 2,500kWh annually. For the
sake of simplicity, we have taken this level as the cut-off point for estimating average price
increases for households consuming specific amounts of electricity. This threshold should
compensate for households with higher limits (farmers, disabled, large families). We do not yet
know how the StatOffice will approach the proposed solution and translate it into CPI data, but we
have decided to plunge in and come up with some preliminary estimates.

In 2018, the median household consumed 2000 kWh of
electricity annually
Empirical distribution of electricity consumption in kWh (%)

Source: GUS.

Assuming no change in distribution fees and taxes, we estimate an annual increase in the 2023
average household electricity bill of about 8-15%. The range depends on assumptions for the
electricity amount consumed above the thresholds. If the increase is limited to energy prices
alone, more expensive electricity bills would bump up the CPI in 2023 by about 0.2-0.4 percentage
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points. However, this is a rough estimate. It attempts to gauge the direct impact of prices for
households on CPI inflation but does not take into account second-round effects from companies
and local governments passing on higher costs to buyers, or a possible increase in the weight of
energy in the 2023 CPI basket. We should be able to come up with a more precise estimate when
the draft bill is made public.

Headline inflation likely to reach 20% soon
The CPI inflation path for 2023 is uncertain given the uncertainty regarding energy prices. We still
await a policy response to high gas prices as authorities may attempt to trim the 2023 price
increase for households and sensitive buyers as well. Meanwhile, petrol prices have risen again
amid a strengthening dollar and higher oil prices following OPEC+'s sizeable cut in output targets.
In an environment of still significantly rising overall energy costs, the headline CPI inflation may hit
20% late this year or early 2022, up from the latest reading of 17.2% year-on-year in September

Author

Adam Antoniak
Senior Economist, Poland
adam.antoniak@ing.pl

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 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.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

mailto:adam.antoniak@ing.pl
http://www.ing.com

