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Our regional insights: 
The NBP might risk an early start of an easing cycle 

This afternoon, the Polish central bank (NBP) may become the second monetary 
institution in Central Europe to start an easing cycle despite still relatively high 
inflation. 

However, there is considerable uncertainty about the outcome of today's NBP 
meeting. Indeed, the Monetary Policy Council, headed by President Glapinski, 
indicated that a necessary condition for the monetary easing cycle to start in 
September is that inflation must fall into single digits. This did not happen in the 
end, as headline inflation fell ‘only’ to 10.1% in August. On the other hand, this was 
another significant slowdown in inflation and, although we do not know the details 
of the August data, we can already estimate that core inflation very likely did fall 
below 10% last month. At the same time, if the dovish majority in the MPC wants 
to find arguments for cutting rates today, they can claim a rapid and persistent 
decline in inflation, which will continue in the coming months. In addition, 
underlying inflationary pressures may be further dampened by the slowing 
economic activity (just recall the latest weak PMIs or sharp GDP decline in 2023Q2), 
which will be another argument for the doves at the NBP to quickly start the rate 
cut cycle. 

If the MPC decides to deliver a 25bps rate cut already today, it will have to be 
careful in the subsequent communication (especially the press conference of NBP 
President Glapinski). The NBP will go against a global trend because the policy 
tightening in the developed (G7) countries might not have peaked yet. In addition, 
Poland is facing parliamentary elections (to be held on 15 October) and it would be 
very uncomfortable for the NBP if the zloty were to depreciate at this time and 
central bank policy and overall inflation developments were to become part of the 
pre-election debates. 
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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). Source for all market data: Bloomberg
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