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Polish GDP growth beats expectations as
core inflation rises
The Polish economy saw 3.2% YoY growth in the second quarter of the
year, led primarily by consumption. A wave of downward revisions to
2024 economic growth forecasts was likely premature. With solid GDP
growth and detailed June CPI data illustrating a rise in core inflation,
we see no room for rate cuts from the National Bank of Poland this
year

Shoppers in Warsaw,
Poland

Robust second quarter growth led by consumption
The Polish economy grew by 3.2% year-on-year in the second quarter of this year (ING and
consensus: 2.8% YoY), compared to 2.0% YoY in the first quarter. according to the flash
estimate. The seasonally adjusted data shows strong growth of 1.5% quarter-on-quarter after a
0.8% QoQ a quarter earlier. The preliminary GDP estimate confirms that the domestic economy
continued its recovery, and that significant downward revisions to forecasts for 2024 may prove
premature. One source of surprise may have been the better-than-expected health of the services
sector.
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Economic growth in Poland gains momentum
GDP, %QoQ SA

Source: GUS.

Full data on the second quarter GDP composition is not yet available (the CSO will report it on
August 29), but we estimate that economic growth was based on rising consumption (private and
public). This should come in alongside a continuation of the YoY decline in investment and negative
contributions from foreign trade and inventory changes.

The beginning of the third quarter of this year brought a series of weaker-than-expected news
from the global economy. The European economy is still unable to post a clear economic rebound,
German industry is reporting weak results, and the situation in China grows increasingly
precarious. The better-than-expected second quarter Polish GDP result provides some comfort and
we're therefore maintaining our economic growth forecast for the whole of 2024 at 3.0% – even if
the third quarter turns out to be slightly weaker than earlier forecasts. The biggest concern for the
second half of the year is the outlook for both exports and investment.

Core inflation on the rise, no room for NBP cuts in 2024
The CSO also confirmed its preliminary estimate of July inflation at 4.2% YoY, up from 2.6% YoY in
June. Goods prices rose 3.5% YoY and service prices rose 6.2% YoY, compared to 1.3% and 6.1% a
month earlier. The detailed data confirmed that essentially all of the increase in the annual CPI
inflation rate in July compared to June was driven by increases in energy prices following the
withdrawal of the energy shield. Prices of energy carriers rose 10.1% month-on-month in July,
with electricity prices up 19.9% MoM, natural gas prices up 16.8% MoM and small increases in solid
fuel and central heating prices.

Food and non-alcoholic beverage prices rose 3.2% YoY in July, following a 2.5% YoY increase in
June. Fuel prices grew 1.2% YoY, following a 1.6% YoY rise a month earlier. We estimate that the
core inflation (excluding food and energy prices) rose to 3.7-3.8% YoY in July from 3.6% YoY in
June. We also note the high monthly price increase in the "recreation and culture" category (2.1%
MoM), primarily related to rapid growth in the price of travel services (especially foreign tours).
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Inflation up on higher energy prices
CPI, %YoY, prerc. points.

Source: GUS.

We expect CPI inflation to remain around 4.0-4.5% YoY until the end of 2024, which will not allow
the MPC to ease monetary policy – especially as the economy remains on a recovery path. Much
uncertainty surrounds the inflation outlook for the first half of 2025, as the government's plans for
any further shielding measures on energy prices for households are unknown. We forecast that
the second half of next year will bring a sharp decline in inflation, with the cycle of interest rate
cuts beginning in the second quarter and continuing into 2026. Rates could be cut by a total of
75bp in 2025 and another 50bp in 2026.
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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 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
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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.
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for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
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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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