
Poland Economic Insights: No longer a
positive outlier
After surprisingly good results for 2022, the weak start of 2023 prompted us to revise
our GDP forecast downwards. On the other hand it also brought a fast improvement of
the C/A balance which supports PLN. Still, risks remain ahead of both national and local
(elections).

Key financial figures

2019 2020 2021 2022 2023

Real GDP (% yoy) 4.4 -2.0 6.9 5.1 0.5

Gross Fixed Capital Formation (% yoy) 6.2 -2.3 1.2 5.0 2.6

Private Consumption (% yoy) 3.5 -3.6 6.2 3.3 -0.6

Current Account Balance (% of GDP) -0.2 2.4 -1.4 -3.0 -0.0

Unemployment (avg, %) 5.4 5.9 6.0 5.4 5.1

CPI Inflation (avg, % yoy) 2.3 3.4 5.1 14.3 13.4

Policy Rate (% eop) 1.50 0.10 1.75 6.75 6.75

EUR/LCY (avg) 4.30 4.44 4.56 4.70 4.68

Budget Balance (% of GDP) -0.7 -6.9 -1.8 -3.7 -5.5

Public Debt (% of GDP) 45.7 57.2 53.6 49.1 50.5

Nominal GDP (EUR bn) 532.0 526.5 576.6 654.6 736.2

GDP per Capita (EUR) 13,861.0 13,819.0 15,212.8 17,317.8 19,476.6

Source: Refinitiv, local sources, RBI/Raiffeisen Research

Key conclusions:

• Monthly data suggest Q1 likely brought a qoq GDP decline which would mean
Poland joined Czechia and Hungary in recording a technical recession.

• It should be shortlived, however, as limited impact on the labour market and
disinflation among others may allow for a recovery of currently weak consumer
demand. Still, the weak Q1 will weigh on full year growh and led us to revise our 2023
estimate to 0.5% yoy vs 1% previously.

• Investment activity should remain a growh driver as Poland also awaits benefits
from the nearshoring and friendshoring trends.

• Disinflation is in progress with first minor signs of a reversal of broad price
pressures. Risks remain to the upside, however, while the pace of disinflation may
lead to the indicator remaining above NBP target also in 2024. We thus keep our
rate forecast unchanged, expecting first cuts only next year.

• Politics will be in focus this year due to Parliamentary elections scheduled for
October. This may also keep PLN under pressure thus we do not expect current
EURPLN downtrend to be durable. Still a faster than expected improvement of the
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trade balance and C/A is a PLN supportive factor which prompted a downward
adjustment to our EURPLN forecast (and upward in C/A balance).
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 Poland avoided technical recession so far, but this may change after Q1
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The start of the war in Ukraine in March 2022 drastically changed the outlook
for Europe as a whole. As we assumed energy would be impacted and thus weaken
the energy-reliant industrial sector - key for Poland - we downgraded our outlook
substantially back then (initially to 3.7% in 2022 and 1.8% in 2023). In the end, the
outstanding growth in Q1 last year of 8.6% yoy gave a boost to full-year results
(which reached 5.1%) even despite the gradual slowdown that unfolded later in the
year. Meanwhile, as high inflation and rates hit consumers we had to dampen our
expectations for this component - a situation that should reverse in 2023 but only to some
extent. Thus today our GDP forecasts for 2023 are even lower and we just downgraded
further our forecast of 1% to 0.5%. This results from a reversal of last year's situation
- Q1 is likely to reveal a technical recession in Poland and thus weigh on the full-year
results even if mild recovery is observed in the next quarters. With that, Poland would join
Hungary and Czechia which already saw a recession in H2 2022 and would no longer be
a positive outlier as observed in the years before, in particular during the pandemic amid
the relatively mild drop in GDP and fast recovery.

Peak of postpandemic growth reached in Q1 2022

0=Q4 2019; qoq growth SA
Source: CSO, RBI/Raiffeisen Research

Consumer demand likely at trough

What is more, despite the rocky GDP growth in 2022, in fact, the peak of the post-
pandemic recovery has already been reached in Q1 last year. The slowdown in the

 

3 PLEASE NOTE THE RISK NOTIFICATIONS AND EXPLANATIONS AT THE END

Th
is

 r
ep

or
t i

s 
in

te
nd

ed
 fo

r 
re

pl
ac

em
e@

bl
ue

m
at

ri
x.

co
m

. U
na

ut
ho

ri
ze

d 
di

st
ri

bu
tio

n 
of

 th
is

 r
ep

or
t i

s 
pr

oh
ib

ite
d.



 
following quarters was limited by still high consumer demand (particularly in services
as well as supported by the inflow of refugees from Ukraine) which was nevertheless
declining each quarter since Q1 2022. The consumer recession is of course driven by
uncertainty, high rates and inflation and according to recent retail sales data (-7.3% yoy
in March) now includes not just durable goods but even basic consumer goods. Still, we
expect that Q1 was actually the trough in the downtrend of consumer demand which
seems to be supported by the improvement in consumer sentiment as well as the fact
that (as we assume in the baseline scenario) the impact on the labour market from the
current slowdown should and so far indeed is, very limited. While some deterioration
will surely unfold in the next months, we expect that it will be fairly small (unemployment
staying well below pandemic levels of around 7%) relatively high wage growth together
with government measures that limit the impact of inflation will also support
consumption recovery later in the year. As CPI will remain in a downtrend throughout
the year we also expect real wages dynamics to return to positive values again this
year. Finally, it is worth noting that the weakness in consumer demand is especially visible
in goods, durable in particular as shown by industrial output data where durable goods
output declined in 2022 on a yoy basis while it recorded the highest growth in 2021
compared to other categories. This is obviously also a sign that the shopping spree for
(durable) goods from the pandemic has been redirected towards services in 2022.

Amid weakness in consumption, investments should support growth, also those
boosted by EU funds (or prefinanced by the state-owned PFR amid lack of agreement with
EU on NextGeneration EU). What should also support this category is defense spending
as well as possible benefits from the process of nearshoring and friendshoring
(Poland has been mentioned in a report from Reuters as one of the most attractive
investment destinations, together with Germany). This should also be supportive for
Polish exports and net foreign trade while already in the second half of 2022 this
component turned positive again, adding as much as 1.7pp in Q4. The turnaround, after a
mere 0.2pp contribution in full 2022, should continue and we expect more support from
foreign trade in 2023 (even if occurring also amid weakening imports).

Inflation: some turnaround visible, but price pressures still broad
62% of items recorded inflation above 10% in March
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Inflation - the slow way down

The long-awaited peak of headline inflation seems to have arrived in February and,
after the annual adjustment of the underlying consumer basket, was lower than expected
at 18.4% yoy. The next months, as confirmed in March, will show disinflation that may
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bring the indicator to single digits into year-end. Also, core inflation is possibly near
or at its peak after reaching 12.3% yoy in March but here the downward path is less
certain and we expect it to be flatter (especially in the near term when it may stay close
to the peak). The fast decline in CPI will thus be mainly driven by base effects in
fuel and energy. On the other hand, monthly dynamics of food and core inflation have
been still exceeding historical patterns which can still be observed in the nearest months
(although it is worth noting that the latest CPI data for April provided a sign food price
growth may be finally normalising). We are still waiting for a turnaround in services
prices, which are now rising faster than goods inflation, in line with the changes to the
consumer pattern described in the earlier section. Once a downtrend is visible in service
prices like accommodation and restaurants, it may be more certain that price pressures
are durably abating. Surely of help will be the expected and already visible lowering
of price pressures abroad (euro area) while also recent strengthening of the PLN (if
persistent) would accelerate the disinflation process. For now however, as risks still loom
over the PLN and in terms of war in Ukraine or financial markets conditions, and as the
food and core inflation price pressures persist, we still see upside risks to our forecast
while assuming inflation will remain above the NBP target range of 1.5-3.5% possibly
even in 2024. For the interest rate outlook such risks and our forecasts imply that this year
rate cuts may not occur in Poland even if still priced in by the markets (during March
turmoils on the markets even 100bp cuts were priced in at some point). Of course, on the
other side of the dilemma is the weakness of the economy, however, as we expect that
a trough has been reached in Q1 in terms of the slowdown we also see this as a factor
supporting later hikes than this year. Lately, also the wording from the NBP seems to be
moving towards this scenario after the NBP Governor softened his rhetoric about the rate
cut outlook already this year.

Disinflation started in headline CPI, but Core inflation should remain elevated

Source: National statistical office, NBP, RBI/Raiffeisen Research

Politics in focus ahead of October elections

What complicates the outlook for Poland for this year even more (and relatively more
than in other countries in CE) are the upcoming Parliamentary elections (October). If
won by the ruling Law and Justice (PiS), it would warrant prolonging of the already
known policies (thus less uncertainty) but imply possible ongoing struggles with the
EU, a less EU friendly environment compared to the opposition and risk more regulatory
uncertainty amid many changes made in the last years that are a burden to firms as well
as foreign investors.

On the other hand, a victory of the opposition would surely mean a large shift in the
political landscape adding to uncertainty while possibly improving relations with
the EU. What is certain is that the stakes are high and thus the election campaign ahead
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may bring nervousness and shifts in polls (which so far still show the advantage of the
governing party). It remains to be seen whether this will lead to further easing on the
fiscal side while already now it is clear that 2023 will show a deterioration in public
finances. This will come after an already sizeable increase in the deficit in 2022 (to 3.7%
vs 1.8% in 2022) amid anti-inflationary shields introduced throughout the year. However,
in 2022, the budget situation was supported on the income side amid high inflation
that boosted tax collections. As a result the debt-to-GDP ratio decreased further to
49.1%. Meanwhile, in 2023, as government shields will persist in the modified form,
the income side will no longer be as supported as in 2022 while indexed expenditures
will rise. Adding to that the increased defense spending it should lead the deficit to even
above 5% and as a result also break the downtrend in public-debt-to-GDP, returning it
to above 50%. From a longer-term perspective, it will be key though what happens after
the elections, especially as we expect more focus on the consolidation of public finances
in Europe following once again a more easy approach due to the energy crisis.

Public finances to deteriorate further in 2023
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EURPLN finally on the move after being the weak outlier in Q1
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In the last months, the EUR/PLN exchange rate has been fluctuating around the 4.70
level which seemed to be the marking point for shifts in sentiment toward the PLN and
which was mainly driven by global factors. Still, the consolidation persisted even amid
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strengthening HUF and CZK, as these currencies benefited from an improved outlook in
Europe amid a milder-than-feared winter and, therefore, a less severe energy crisis.

Only in the last weeks this relative weakness and stability has ended as the
improvement of global sentiment coincided with better fundamentals in Poland
allowing for a break below the 4.60 level - not seen since June last year. This was largely
driven by global factors and a rebound in EUR/USD but also by local ones. In particular, of
relevance, was the faster-than-expected improvement in the balance of payments.
February data confirmed a further improvement in the trade surplus which kept the
current account surplus above EUR 2bn for the second month in a row and narrowed
the 12-month CA deficit to 1.9% of GDP. Although the rise in the trade surplus occurs
as once again (typically during a slowdown) imports decline more than exports and
are driven by weak consumer demand, this fast improvement nevertheless signals the
reversal of imbalances observed last year and is a positive factor for the PLN. Recent
weeks brought also a reversal of rate cut expectations that at some point reached
100bp for this year while, as noted above, we would see room for cuts only in 2024.

These two factors may remain supportive for the złoty but will not be enough in
our view to keep EURPLN in a lasting downtrend. Moreover, on the local side, also the
deteriorating fiscal situation and the likely rise in political risk ahead of elections
may limit appetite for the PLN or even lead to some weakening. Finally, global factors (incl.
conditions in the financial sector that led to the large shifts in sentiment lately) and the
EUR/USD fluctuations will also remain highly relevant for the PLN. All in all, this should
translate in our view to a new lower range of sideways fluctuations. With that, we also see
room for EURPLN to return to 4.70 in the next months. As a result, while we lowered
our estimate for EURPLN in the next quarter (from 4.75-4.80 closer to 4.70) we still expect
the exchange rate to stay well above the pre-pandemic levels and keep fluctuating
above the 4.50 barrier.

Current account and trade balance improvement came faster than expected
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Risk notifications and explanations

Disclosure
Poland

3. RBI or one of its affiliated legal entities is a market maker or specialist or a designated sponsor or stabilisation manager or
liquidity provider in financial instruments of the issuer.

Risk notifications and explanations

Warnings:

• Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the development of
a financial instrument, a financial index or a securities service. This is particularly true in cases when the financial instrument,
financial index or securities service has been offered for less than 12 months. In particular, this very short comparison period
is not a reliable indicator for future results.

• Performance of a financial instrument, a financial index or a securities service is reduced by commissions, fees and other
charges, which depend on the individual circumstances of the investor.

• The return on an investment in a financial instrument, a financial or securities service can rise or fall due to exchange rate
fluctuations.

• Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may deviate
from the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of a financial
instrument, a financial index or a securities service.

A description of the concepts and methods used in the preparation of financial analyses is available under:
www.raiffeisenresearch.com/concept_and_methods.

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context of
financial analyses) is available under: www.raiffeisenresearch.com/sensitivity_analysis.

Disclosure of circumstances and interests which may jeopardise the objectivity of RBI: www.raiffeisenresearch.com/
disclosuresobjectivity.

Detailed information on recommendations concerning financial instruments or issuers disseminated during a period of 12 month
prior to this publication (acc. to Art. 4 (1) i) Commission Delegated Regulation (EU) 2016/958 of 9.3.2016) is available under: https://
raiffeisenresearch.com/web/rbi-research-portal/recommendation_history.

 
IMPORTANT LEGAL NOTICE

By opening and/or using the information, services, links, functions, applications or programmes (hereinafter: "contents"") offered
on this website, the user hereby agrees to be bound by the terms and conditions set out below:

Copyright law

The contents offered on this website and subsites (hereinafter: the “RBI Research-Website”) are protected by copyright law. The
downloading or storage of applications or programmes contained on the RBI Research-Website and the (complete or partial)
reproduction, transmission, modification or linking of the contents of the RBI Research-Website shall only be permitted with the
express and written consent of Raiffeisen Bank International AG ("RBI"").

Information content, timeliness of information

The contents of the RBI Research-Website you are seeking to access is for information only and does neither qualify as investment
advice nor constitute or form part of any offer to buy or sell any securities or other financial instruments as defined in Article 5 para
1 number 15 of EU Directive 2014/65 (“MiFID II”) in any jurisdiction or jurisdictions, (and must not be considered in any way as an
offer or sale in relation to any securities or other financial instrument). In particular, no securities have been or will be registered
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under the United States Securities Act of 1933, as amended (the “Securities Act”), and no such securities may be offered or sold in
the United States absent registration or exemption from registration under the Securities Act.

RBI has made every effort to ensure reliability in researching the information published on the RBI Research-Website or sent via RBI
Research-Website as well as in selecting the source of information used. Nonetheless, RBI does not assume any liability whatsoever
for the correctness, completeness, timeliness or uninterrupted availability of the information made available on the RBI Research-
Website or as regards the sources of information used.

The information contained on the RBI Research-Website as well as forecasts published on the RBI Research-Website are based on
the information available and the market assessment at the point in time stated in the respective publications. Certain information
on this website constitutes forward-looking statements. RBI does not assume and hereby as far as possible expressly excludes
any liability for the correctness, completeness or actual occurrence of the events described in the forward-looking statements.
Such statements are not guarantees of future performance and involve a number of risks, uncertainties and assumptions. Certain
financial data (e.g. stock exchange prices) may in some cases only be published after a certain interval of time has lapsed as defined
by the data vendor (usually about 15 minutes or previous day end-of-day quotes). Furthermore, please note that many of the times
are given in Greenwich Mean Time (GMT).

You agree and acknowledge that the information and statements contained in the materials you are accessing on the RBI Research-
Website speak only as of the date of such document and such information and statements will become inaccurate, stale and/or
out-of-date thereafter. These materials should not be relied upon at any time for any investment decision.

RBI assumes no responsibility to maintain documents posted on the RBI Research-Website or to update any documents. Therefore,
users of the RBI Research-Website acknowledge that the content of documents available on the RBI Research-Website may not
show the most recent scenarios, analysis or conclusions.

Restricted access due to local regulations

Users of the RBI Research-Website can access some documents and information without registration requirements and without
further barriers (the respective area on the RBI Research-Website is hereinafter referred to as “Unrestricted Area”). By accessing
the Unrestricted Area, you agree and acknowledge that the materials on the RBI Research-Website may lawfully be made available
in accordance with the laws of the jurisdiction in which you are located.

Other documents are only available to persons who have registered themselves in accordance with the required procedure. The
part of the RBI Research-Website which can only be acceded by way of registration is hereinafter referred to as “Restricted Area”).

Due to the laws applicable in some jurisdictions or regulations imposed by capital market or securities authorities, some of the
information published on the RBI Research-Website (e.g. stock analyses) is not addressed to private individuals. In order to ensure
the enforcement of such local access restrictions, RBI retains the right to take any (technical) measures it may deem suitable for
restricting such information or segments of information subject to the aforementioned restrictions. The passing on of information
contained on the RBI Research-Website, which is subject to local access restrictions valid in certain countries, to the persons stated
in the relevant restrictions may constitute a breach of securities law or of other laws of said countries.

The distribution or dissemination of information published on the RBI Research-Website as well as the purchase and offering of the
respective products in certain jurisdictions may be subject to restrictions or additional requirements. Persons who retrieve such
information from the RBI Research-Website or into whose possession such information comes are required to inform themselves
about and to observe such restrictions. In particular, the products to which such information published on the RBI Research-
Website refers, may generally not be purchased or held by U.S. persons (the term “U.S. person” refers to any legal/natural person
having its seat/residence in the U.S.A and any other person within the meaning given to it by Regulation S under the Securities
Act 1933 as amended).

Users of the Unrestricted Area should be aware that the documents available on this part of the RBI Research-Website are not
made available on the basis that any customer relationship is created between RBI and such user solely on the basis of such user
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having access to the respective documents. The documents available in the Unrestricted Area are intended to be available to users
in the European Economic Area and in the United Kingdom.

Links to websites or URLs of third-party providers

With the exception of the cases regulated under § 17 of the Austrian E-Commerce Act, RBI does not assume any liability for
the content of websites or URLs of other providers to which links are provided. Neither does RBI assume any liability for the
uninterrupted availability or full functionality of the links to websites or URLs of third parties.

Exclusion of liability

RBI makes no warranty and will accept no liability for any damages whatsoever (including consequential or indirect damages, or
lost profits) relating to the access to the RBI Research-Website, the opening, use or querying of the contents on the RBI Research-
Website or relating to the links set up on the RBI Research-Website to websites or URLs of third parties. This applies also in cases
in which RBI points out the possibility of incurring such damages.

Furthermore, RBI shall not be liable for technical disruptions such as server breakdowns, operating disruptions or failures of the
telecommunications links and other similar events, which could lead to the (temporary) unavailability of the RBI Research-Website
as a whole or parts of it.

Storage of registration data

The content in the Restricted Area of the RBI Research-Website is only available to registered users. By sending the completed
online registration form, the user confirms the completeness and correctness of the data given and also confirms having truthfully
answered the questions asked. Furthermore, by sending the completed online form, the user hereby declares his or her consent
to the electronic processing of his or her registration data by RBI for both internal banking organisational purposes and for
transmission to other credit institutions within the Raiffeisen Banking Group, which may in turn also process, pass on or use such
data.

Changes to the RBI Research-Website

RBI retains the right to change and to remove the RBI Research-Website at any time (if necessary also without prior notice), in
particular as regards changing existing contents (in full or in part) and adding new contents.

General terms and conditions of business

For (authorised) users who use the services of RBI provided on the RBI Research-Website, the General Terms and Conditions of
Business, as amended, of RBI shall apply in addition to the terms and conditions of this Disclaimer.

Please also take note of the general information provided pursuant to § 5 of the E-Commerce Act!

Thomas SternbachLegal and ComplianceRaiffeisen Bank International AGAm Stadtpark 9, 1030 WienTel: +43-1-71707-1541Fax:
+43-1-71707-761541thomas.sternbach@rbinternational.com

IF YOU CANNOT SO CERTIFY, YOU MUST CLICK THE BUTTON LABELLED “I DECLINE” OR OTHERWISE EXIT THIS WEBSITE.

BY ACCESSING THE MATERIALS ON THIS WEBSITE, YOU SHALL BE DEEMED TO HAVE MADE THE ABOVE REPRESENTATIONS
AND CONSENTED TO DELIVERY BY ELECTRONIC TRANSMISSION.
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  Hungary   ,
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   Aristea.Vllahu@raiffeisen.al
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ZRINKA ZIVKOVIC-MATIJEVIC
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Information requirements pursuant to the Austrian E-Commerce Act

Raiffeisen Bank International AGRegistered Office: Am Stadtpark 9, 1030 ViennaPostal address: 1010 Vienna, Postfach 50Phone: +43-1-71707-1846Fax: +
43-1-71707-1848

Company Register Number: FN 122119m at the Commercial Court of ViennaVAT Identification Number: UID ATU 57531200Austrian Data Processing Register: Data
processing register number (DVR): 4002771S.W.I.F.T.-Code: RZBA AT WW

Supervisory Authorities: As a credit institution (acc. to § 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International AG is subject to the supervision
by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank of Austria (OeNB, Oesterreichische Nationalbank). Additionally, RBI is
subject to the supervision by the European Central Bank (ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists
of the ECB and the national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise, references
to legal norms refer to norms enacted by the Republic of Austria.

Membership: Austrian Federal Economic Chamber, Federal Bank and Insurance Sector, Raiffeisen Association.

Statement pursuant to the Austrian Media Act

Publisher and editorial office of this publicationRaiffeisen Bank International AGAm Stadtpark 9, A-1030 ViennaMedia Owner of this publicationRaiffeisen
RESEARCH – Verein zur Verbreitung von volkswirtschaftlichen Analysen und FinanzmarktanalysenAm Stadtpark 9, A-1030 ViennaExecutive Committee of
Raiffeisen RESEARCH – Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen:Mag. Gunter Deuber (Chairman), Mag.
Helge Rechberger (Vice-Chairman)Raiffeisen RESEARCH – Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen is constituted as
state-registered society. Purpose and activity are (inter alia), the distribution of analysis, data, forecasts and reports and similar publications related to the Austrian
and international economy as well as financial markets.Basic tendency of the content of this publication
• Presentation of activities of Raiffeisen Bank International AG and its subsidiaries in the area of conducting analysis related to the Austrian and international

economy as well as the financial markets.
• Publishing of analysis according to various methods of analyses covering economics, interest rates and currencies, government and corporate bonds, equities

as well as commodities with a regional focus on the euro area and Central and Eastern Europe under consideration of the global markets.
Producer of this publicationRaiffeisen Bank International AGAm Stadtpark 9, A-1030 Vienna
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