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OUR TAKE 

Dovish shift in tone of the Polish central bank is likely a prelude to the rate 
cutting cycle. We are convinced that inflation profile warrants rate cuts to begin 
already in 1H25 and we think global trade policies could push CPI closer to the 
target by the end of the year. 
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The Polish Monetary Policy Council signaled in May that conditions for 
interest rate cuts could be fulfilled soon. We expect that the easing cycle will 
begin as soon as May with cuts totaling 125 bps in 2025. Although there are 
risks that the MPC may decide to wait until the release of next NBP’s 
macroeconomic projections in July, we think that it would not materially affect 
our expected year-end reference rate of 4.50%. 

We expect inflation to decline significantly in the coming months. Headline 
inflation remained below 5% YoY throughout 1Q25 and we see it moving closer 
to 4% YoY already in April when the base effects of VAT hike on food from 2024 
would kick in. CPI is set to fall to +/-1 pp. tolerance band around the 2.5% 
target in July and stay there throughout 2H25, according to our forecast. The 
recent MPC statements as well as NBP’s staff forecasts have pointed towards 
risks of sharp increase in inflation in 4Q24 due to unfreezing of energy prices. 
The government authorities, however, have been signaling that the increase in 
households’ electricity bills is unlikely, whereas the Energy Regulator Office 
signaled that new electricity tariffs should be set closer to 500 PLN/MWh (the 
current cap for households) vs. the present level of 623 PLN/MWh. We see it 
likely that headline inflation may prove even lower than we currently expect, as 
the impact of global increase in effective tariffs rate is in our view deflationary 
in Poland. 

Easing wage pressure could convince rate-setters to cut rates already in 
May. In the April policy statement, the Monetary Policy Council signaled that 
data point to lowering of wage growth. We expect that wage growth could stay 
below 10% YoY throughout the year. The wage growth momentum decreased to 
6% (3MMA SAAR) reflecting some loosening of the tight labour market. We do 
not expect, however, that wage growth will move into negative territory in real 
terms, given the decline in inflation as well as still very low unemployment rate. 

We continue to expect that Poland’s GDP growth will improve in 2025, 
though global trade tensions pose a negative risk. We revised our 2025 GDP 
growth only marginally by 0.1 to 3.9%. though we expect that tariff impact may 
be more pronounced next year as we now see 2026 GDP expanding by 3.2% 
vs. 3.6% before the revision. Although US reciprocal tariffs on EU goods were 
lowered to 10% from initial 20% we see heightened uncertainty even when 
Poland’s trade with the US is not particularly large. 

The fiscal situation in Poland is unlikely to materially improve in the near-
term. The fiscal deficit in 2024 at 6.6% of GDP proved significantly higher than 
we had expected. We believe that fiscal policy in Poland will remain loose and 
our forecast of ~6% of GDP deficit this year stems mostly from the 
improvement in nominal GDP rather than actual discretionary tightening. We 
acknowledge that the ReArm Europe programme may give the Polish 
government some flexibility in terms of fulfilling the Excessive Deficit 
Procedure goals as some of defense expenses may get ‘exemption’ from the 3% 
rule. Nevertheless, given the political calendar, with presidential election 
scheduled in May and looming parliamentary campaign in 2027, any 
substantial fiscal tightening may prove unpopular. 
 

 

https://www.citibank.pl/poland/homepage/polish/files2/komentarz202504en.pdf
https://www.citibank.pl/poland/homepage/polish/files2/komentarz202503en.pdf
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Figure 1. Inflation is likely to decline further in April and fall 
into the tolerance band as soon as July… 

Figure 2. …which could convince the MPC to begin the rate 
cutting cycle early 

  
Source: Citi Handlowy Forecasts, National Bank of Poland, Statistics Poland Source: Citi Handlowy Forecasts, National Bank of Poland 

 

Figure 3. Poland Economic Indicators  

 2018 2019 2020 2021 2022 2023 2024 2025F 2026F 
Activity                   
Nominal GDP, USD bn 590 596 600 682 690 809 907 935 1,010 
Population, mn 38.4 38.4 38.1 37.9 37.8 37.6 37.5 37.4 37.4 
Real GDP, yoy avg 5.9 4.4 -2.0 6.9 5.3 0.1 2.9 3.9 3.2 
Private consumption growth % yoy 4.4 3.5 -3.6 6.2 5.0 -0.3 3.1 3.7 3.3 
Real investment growth % yoy 13.8 0.5 -7.5 19.4 7.7 -16.5 4.6 5.0 4.8 
Real export growth, % yoy 6.8 5.3 -1.1 12.3 7.4 3.7 1.2 4.4 5.8 
Real import growth, % yoy 7.5 3.2 -2.4 16.3 6.8 -1.5 3.3 4.1 5.9 
Net export contribution to growth -0.1 1.7 0.8 -1.9 0.8 4.1 -1.5 0.6 0.4 
Unemployment, % of labour force 5.8 5.2 6.8 5.8 5.2 5.1 5.1 5.2 5.0 
External (US$bn)                   
Current account -13.4 -1.6 16.9 -10.1 -17.6 13.7 3.4 -2.4 -1.4 
% of GDP -2.3 -0.3 2.8 -1.5 -2.6 1.7 0.4 -0.3 -0.1 
Trade balance -6.1 -5.5 9.2 -10.4 -26.9 7.3 1.7 -2.1 -1.4 
FDI, net 17.4 13.7 14.8 27.3 29.3 19.5 12.1 10.0 10.0 
External debt 363.6 355.8 378.1 367.0 375.2 428.7 459.4 483.1 489.8 
        Short-term debt  51.5 57.0 61.3 62.4 66.6 74.5 81.9 88.1 94.8 
International reserves 117.0 128.4 154.2 166.0 166.7 193.8 223.1 260.6 278.5 
Public Finances, % of GDP                   
Consolidated government balance -0.2 -0.7 -6.9 -1.7 -3.4 -5.3 -6.6 -6.0 -4.8 
Consolidated gov primary balance 1.2 0.6 -5.6 -0.7 -1.9 -3.2 -4.3 -3.2 -2.1 
Public debt 46.3 43.3 47.6 43.7 39.3 38.9 44.0 48.2 51.2 
External public debt  24.3 21.8 22.3 17.6 17.3 17.6 18.2 15.0 13.9 
Prices                   
CPI, %yoy, eop 1.1 3.4 2.4 8.6 16.6 6.2 4.7 3.3 2.3 
CPI, %yoy, avg 1.6 2.3 3.4 5.1 14.3 11.5 3.6 3.8 2.7 
PLN/EUR, eop 4.29 4.25 4.56 4.59 4.69 4.34 4.28 4.30 4.32 
PLN/EUR, avg 4.26 4.30 4.44 4.57 4.68 4.54 4.31 4.27 4.31 
Policy Interest Rate, % eop 1.50 1.50 0.10 1.75 6.75 5.75 5.75 4.50 3.50 
Long-term yield, %, eop 2.81 2.07 1.25 3.71 6.88 5.25 5.90 4.80 4.50 
Nominal wages, % yoy 7.1 6.5 4.7 8.8 13.0 11.9 11.0 7.9 6.1 

Quarterly Economic Indicators                   
 2024 Q4 2025 Q1 2025 Q2F 2025 Q3F 2025 Q4F 2026 Q1F 2026 Q2F 2026 Q3F 2026 Q4F 

GDP, % yoy 3.2 3.7 3.5 4.3 3.9 3.7 3.1 3.0 3.0 
CPI, %yoy, avg 4.8 4.9 4.0 3.1 3.1 2.9 3.1 2.4 2.3 
PLN/EUR, eop 4.28 4.19 4.28 4.29 4.30 4.30 4.31 4.32 4.32 
Policy interest rate, %, eop 5.75 5.75 5.25 4.75 4.50 4.00 3.75 3.50 3.50 

 

Source: Citi Handlowy Forecasts, National Sources 
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