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Wednesday, 01 December 2021

Our regional insights:
As Polish inflation approaches 8%, NBP needs to act

Polish inflation was surprisingly high in November and so the NBP will have to
aggressively tighten monetary policy once again next week. The annual inflation
rate increased by 1% last month, representing 7.7% year-on-year. Although the
positive inflation-related surprise may be ascribed in particular to energy and fuels
this time, the Polish Central Bank will nevertheless hardly tolerate such high
inflation. This was also reflected in the first comments made by members of the
Monetary Policy Committee, which were clearly hawkish. Moreover, even today’s
release of the PMI from the Polish manufacturing has confirmed strong price
pressures in the economy. Polish firms indicated in the November PMI report that
average input prices rose sharply and at the greatest pace since July.

Indeed, the actual inflation is already hovering above the recently published NBP’s
inflation staff forecast that led to a very surprising hike in the official interest rates
by 75 bps at the last meeting. However, considering the very high inflation figure
in November and other favourable macro data (the GDP for the third quarter or the
strong data in October), we find our original estimate for a 50bps rate hike for the
NBP meeting in December to be very moderate. Let us rather expect that the NBP
will respond more aggressively, which might translate to a 100bps rate hike next
week.
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Interest-rate Swap Curves
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday).

Calendar
) . . Forecast Actual Consensus Previous
Country Date Time Indicator Period
m/m yly m/m yly m/m yly m/im yly
HU 12/01 9:00 PMI manufacturing 11/01/2021 53.4 53.1
PL 12/01 9:00 PMI manufacturing 11/01/2021 53.9 53.8
HU 12/01  9:00 GDP %  3Q/2021 *F 0.7 6.1 0.7 6.1
HU 12/01  9:00 PPI %  10/01/2021 2.4 14.0
Ccz 12/01 9:30 PMI manufacturing 11/01/2021 55.5 55.1
Ccz 12/01 12:00 CZ bond auction 2021-2031, floating rate CZK B 12/01/2021 5
cz 12/01 12:00 CZ bond auction 2021-2032, 1.75% CZK B 12/01/2021 4
cz 12/01 14:00 Budget balance CZK B 11/01/2021 -335.0
HU 12/01  14:00 NBH minutes 11/01/2021
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This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee
that these forecasts will materialize and cannot be held liable in any way for direct or consequential loss arising from any use of this document or its
content. The document is not intended as personalized investment advice and does not constitute a recommendation to buy, sell or hold investments
described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not guarantee the
accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of the data of the
report and are subject to change without notice.
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