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Polish CPI revised upwards; core and
services inflation remain high
Polish CPI inflation for March has been revised up to 2%. Recent
disinflation has been a factor on the back of favourable external
factors such as the energy shock reversal, a stronger PLN and cheaper
food. With services and core inflation still high, don't expect a rate
change this year

Shoppers in Gdansk,
Poland

Poland's StatOffice revised March CPI inflation to 2.0% YoY from its flash estimate of 1.9% YoY
released earlier. The country's CPI print hit a local low in March, but the details didn't give much
comfort to the sustainability of lower inflation.

Services prices rose by 6.6% YoY in March and goods prices by merely 0.4% YoY, compared with
7.0% YoY and 1.4% YoY respectively in February. Food prices fell in month-on-month terms for the
second month in a row and were at a slightly lower level in March 2024 than a year ago (-0.3%
YoY). Fuel prices were broadly unchanged MoM and remain lower than a year earlier (-4.5% YoY).
The cost of home energy was also lower than a year ago (-2.5% YoY).
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Services price growth remains elevated
%YoY
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The increase in prices was mainly driven by price growth in core categories. We estimate that core
inflation, excluding food and energy prices, slowed to 4.6% YoY from 5.4% YoY in February and
remains uncomfortably high, with still significant momentum (around 0.5% MoM). The low level of
inflation in March was mainly a consequence of the unwinding of the energy shock and the high
reference base. According to our estimates, the reversal of external supply shocks is responsible for
around two-thirds of disinflation, and only one-third is related to the decline in core inflation. The
inflation outlook has improved slightly, but we still expect it to rise close to 5% YoY in December
this year. We estimate average annual consumer price growth of 3.7% in 2024.

We do not share the NBP's view that the main inflationary threat in Poland is the reintroduction of
VAT on food and the planned normalisation of energy prices for households in 2H24. Regulated
prices, taxes as well as commodity prices are factors outside the direct control of monetary policy.
In our opinion, the monetary policy discussion should focus on core inflation and services prices. A
tight labour market, high wage growth and prospects for an economic rebound raise concerns that
further declines in core inflation will be limited and that the external environment (low commodity
prices) may not be as favourable as they are now in the months ahead. Geopolitical factors have
propped up oil prices, while the rebound in China and the tight supply situation are generating
upward pressure on metal prices. We believe the MPC should perhaps focus its attention on factors
influenced by monetary policy, (i.e. domestic sources of inflationary pressure), not least because
we are on the verge of an economic rebound driven by record-high growth in real household
incomes.

The persistence of core inflation is a dark spot in the generally optimistic picture of disinflation in
Poland and this is the main threat to disinflation sustainability. This does not appear to resonate
too strongly in the rhetoric of the NBP, which sees the low level of current inflation as its success
and attributes its expected future rise to factors beyond its control.

We see reasons for maintaining a cautious stance in monetary policy and expect the NBP's
interest rates to remain unchanged until the end of 2024, although towards the end of the year
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we can expect to start discussing possible interest rate cuts.
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