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Poland Central Bank Preview: January 2022 
  

Details:  

 

Monetary policy decision: Tuesday, January 4th, 2022.  

 

MNI Point of View  
NBP Policy Rate To Reach September 2014 Highs 

The National Bank of Poland is likely to keep the pace of its tightening cycle and hike the policy rate by 50bps on 

January 4th to curb the inflationary pressures. Even though the rise in uncertainty over the economic outlook keeps 

weighing on growth expectations, inflation continued to surprise positively in November, therefore pressuring NBP 

policymakers to act. 

In a recent interview, Governor Glapinski changed his view on inflation, saying that it is ‘burdensome’ (not 'transitory' 

anymore). Given the recent development and the ongoing economic uncertainty, a rising number of policymakers in 

the CEE region now expect the convergence back towards the inflation target to be much slower than previously 

expected.  In addition, sell-side analysts see inflation peaking later in 2022 (April) following the higher-than-expected 

increases in household electricity and gas tariffs. Polish regulator approved 54% hike of household gas bills and a 

24% increase in power bills (which are a composite of electricity price and distribution fees).  

Glapinski also mentioned recently that the NBP new preliminary projections see average 2022 inflation at 7.6%, with 

a peak at 8.3% in June 2022 before falling to 6.2% in December. Sell-side forecasts for 2022 inflation have now 

surged to 5.8% YoY, up from 3.5% in the beginning of September (figure 1, right frame). Figure 1 (left frame) shows 

that Poland CPI inflation, which accelerated to 7.8% in November (vs. 6.8% the previous month), continues to diverge 

significantly from the NBP 3.5% upper tolerance band.  

 

Figure 1 

 

Source: Bloomberg/MNI 
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Major risks for PLN and Polish risky assets 

1. Ongoing dispute with EU bloc: We have seen that Poland has been under EU's radar in recent months, 

first on the on-going backlash over primacy law and second on the ECJ financial punishment of 500K EUR 

for each day Poland continues to extract lignite at the Turow mine close to the border with the Czech Republic 

and Germany. The EU have decided to delay the 36bn EUR in pandemic aid, which could lead to a significant 

downward revision in growth expectations, pausing a threat to Polish risky assets. 

2. FX Loan Settlement: Even though Polish Supreme Court has repeatedly failed to provide guidance and 

constantly been delaying the process in the past 6 months, it could continue to weigh on bank's valuations 

in the medium term. 

3. Significant rise in LT interest rates: The elevated inflationary pressures in the CEE region has led to a 

sharp increase in LT bond yields, with Poland 10Y yield trading at its highest level since May 2019. However, 

domestic banks are highly sensitive to rising interest rates due to their long duration exposure. According to 

the Finance Ministry, local banks now hold more than a third of the country's sovereign bonds (103bn USD), 

and NBP study recently showed that a 15% decline in the value of government bonds could lead to breaches 

in T1/T2 capital buffers in some institutions. 

Growing inflation concerns keep pushing LT bond yields higher 

Volatility on the long end of the curve has been rising in the past few weeks amid growing inflation concerns due to 

soaring energy prices. Poland 10Y yield broke above the 3.5% level in the end of December and is gradually 

approaching its key resistance at 4%. A break above that level would bring us to April 2014 highs. With the 10Y yield 

currently trading around 3.8% and inflation standing at 7.8%, Poland offers the third lowest 10Y real yield among the 

EM world (-4%, figure 2, left frame) after Turkey (-13.1%) and China PPI-adjusted (-10.1%).. 

Market Analysis 

In the past few months, the ‘uncertainty’ over the policy outlook combined with the on-going dispute with the EU bloc 

have been weighing on the Polish zloty. Even though the PLN has been retracing higher since its local low reached 

in November, it is still trading at low levels relative to its 10-year historical range. The NBP is also likely to prolong its 

tightening cycle if PLN continues to remain weak against major crosses as cheaper zloty keeps supporting inflation 

expectations. 

In addition, a weak PLN has also been negative for Polish risky assets. Figure 2 (right frame) shows that Polish 

equities (WIG20 Index) have been very sensitive to the dynamics of the PLN in the past cycle; periods of PLN 

weakness have been associated with bearish equity markets. Hence, the chart shows that the two times series, which 

had been diverging significantly in recent months, have been consolidating lower in the last quarter of 2021 (i.e. lower 

WIG20 index and weaker PLN). 

Conclusion 

To conclude, NBP is likely to continue the pace of its tightening cycle (hiking by 50bps) with risk being skewed to the 

upside (75bps). A 50bps hike is probably priced in by the market and therefore could lead to a little PLN depreciation 

following the decision. 
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Figure 2 

 

Source: Bloomberg/MNI 
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Sell-side Views  

 

Goldman Sachs: Expecting a 50bps hike 

 

• GS expects the Council to continue tightening policy and to raise rates by 50bp to +2.25%, in line with 

consensus expectations.  

• The economic and market conditions maintain a hawkish backdrop in Poland, with inflation tracking 

significantly above the NBP’s target and the Zloty remaining a relative underperformer.  

• NBP Governor Glapinski has also recently commented that further tightening is warranted to rein in inflation. 

• The MPC meeting will come ahead of the December CPI print, which will be released on Friday, January 7, 

and which GS thinks will show a further inflation increase from +7.8%yoy to +8.2%yoy (consensus: 

+8.1%yoy).  

• Further out, the inflation outlook in 2022 will be significantly affected by a number of regulatory and 

administrative price changes. First, the Polish energy regulatory approved a 24% household electricity and a 

54% gas price increase which will come into effect in January 2022 amid historically high price pressures in 

the wholesale energy market.  

• Set against this, the government has announced, under the banner of ‘Anti-Inflation Shield’, a number of 

temporary emission cost suspensions and VAT cuts to bring down prices for households.  

• This will limit how much inflation will increase at the beginning of the year, but the temporary nature of these 

measures implies that elevated inflation will last for longer in Poland. 

• The government is also considering a temporary suspension of a VAT for food, which could have a significant 

impact on headline inflation.  

• However, with relatively limited to no signs that underlying inflationary pressures are abating, GS expects the 

NBP to continue tightening policy and analysts reiterates their forecast for rates to reach +3.00% early this 

year, and see risks skewed towards higher rates. 

 

Societe Generale: Expecting a 50bps hike this week 

 

• SocGen expects the NBP to raise the reference rate by 50bp to 2.25%. Risks are decisively skewed 

toward a larger hike of 75bp (with a chance of a 100bp increase), and SocGen believes the NBP will deliver 

further sharp tightening at subsequent meetings. 

• SocGen expects December’s annual inflation (due on 14 January) to reach a peak of 8.4% yoy and then only 

decelerate gradually in the following months.  

• The trajectory for inflation will depend heavily on the size of January’s repricing, global energy prices, second-

round effects, and possible measures by the government (expanding/prolonging of the “anti-inflationary 

shield”). 

• In any case (barring a sudden recession), the NBP will need to continue its rate hikes. 

• Analysts now expect NBP rates to peak at 4.25%; they are changing their call for subsequent NBP decisions 

(+75bp in February, +75bp in March, +25bp in April, +25bp in May), and expect the reference rate to reach 

4.25% in May 2022 (with upside risks). 


