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Sharp rise in inflation, more to come 
 

 Inflation rose to 4.3% YoY in April, beating our and consensus forecasts 

(3.7-3.9%). A large surprise was recorded in food prices (+1% MoM vs. our 

forecast 0.2%) but dynamic price growth was also visible in other 

categories. According to our quick estimates, the core inflation probably 

reached ~3.8% YoY in April. 

 We have been arguing for some time that inflation risks in Poland are 

under-priced. Currency weakness, tight labour market and supply side 

constraints constitute a mix of factors that should be adding to inflation 

trends. It was not clear how long one would need to wait to see these 

factors affecting the CPI but today’s inflation print suggests this pressure is 

already materializing. The planned reopening of the economy in May and 

June and the resulting rise in domestic demand are likely to put additional 

pressure on inflation. 

 We expect inflation to stay high also in the coming months. Our 

forecasts show the CPI reaching 4.6% in May and fluctuating in 4-4.6% 

range in 2H21. Next year the CPI will remain on average close to 3.5%, in 

our view. Taking into account a mix of accommodative monetary and fiscal 

policies and strong growth, risks to our forecasts are skewed to the upside.  

 Central bank likely to downplay inflation trends. Next week the 

Monetary Policy Council (MPC) will meet on its regular policy meeting and 

on Friday (7th May) governor Glapinski will hold his monthly press 

conference. It will be interesting to see if or how the official statement of 

the MPC will be changed in response to inflation. Given the track record or 

repeatedly dovish comments, we do not expect major changes in MPC 

rhetoric. 

 For now, the most likely scenario is that of rates being stable at least until 

mid-2022. The wave of pay rates trades in recent weeks pushed the FRA 

curve higher, implying 0.25% reference rate in 1Q22 and 0.75-1% by the 

end of 2022. We think the beginning of the rate hike cycle is more 

distant (the first rate hike from 0.1% to 0.5% in Sep 2022) but we see a 

risk that when the tightening cycle eventually begins it will be faster 

and more aggressive.  
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This material was prepared by the employees of Bank Handlowy w Warszawie S.A. Any data, information, comments, hypotheses have been developed for information purposes only and 
constitute neither an offer nor enticement to execute any transactions with the Bank.  

This document has been issued for information purposes only and is not an offer in the meaning of Article 66 of the Civil Code. The terms and conditions presented in this document 
constitute a basis for negotiations only and may be amended. Binding terms and conditions shall be presented in the final draft agreement concerning a transaction and/or in a 
confirmation of transaction. They do not constitute any investment or financial analysis either, or any other recommendation of a general nature concerning transactions in financial 
instruments referred to in Article 69 clause 4 sub-clause 6 of the Act on Trading in Financial Instruments of 29 July 2005, or any 'information recommending or suggesting an investment 
strategy’, or any 'investment recommendation' in the meaning of Regulation (EU) No. 596/2014 of the European Parliament and of the Council of 16 April 2014 on market abuse. This 
material is not an investment research or a marketing communication within the meaning of article 36 of  the Commission Delegated Regulation (EU) 2017/565 of 25 April 2016 
supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organizational requirements and operating conditions for investment firms and defined 
terms for the purposes of that Directive.  

All presented information is based on sources commonly regarded as reliable. The Bank made its best efforts to prepare the presented information adequately, completely and duly, 
however the Bank does not guarantee the adequacy or completeness of the material, especially in case any information this document is based on is considered incomplete. Any terms 
and conditions presented in this document are only for discussion and may change. All hypotheses contained in this document constitute an assessment for the date of publication and 
may be subject to change without notice.  

It is exclusively Client responsibility to make the final decision whether or not to enter into a transaction and for the final result of investment decision taken based on information contained 
in this material.  

The information contained in this publication which refers to past listings or performance of investments in a given instrument, financial index or indicator does not constitute a guarantee 
that the listings or performance of investments in the same instrument, index or indicator will follow the same or even a comparable trend in the future.  

All the hypotheses presented are based on certain hypothetical assumptions, in particular in relation to future events or market conditions. As such assumptions adopted may fail to 
materialize, actual quotations and results associated with investments in the financial instruments, indices or ratios presented, may divert considerably from the values presented. 

The Bank or any other subsidiary of Citigroup Inc. may occur to be an issuer or creator for identical or similar to those described in this document financial instruments. The Bank (or any 
other subsidiary of Citigroup Inc., or its directors, officers or employees) may be involved or may make an investment in buying or selling the financial instruments described in this 
document. The Bank may conclude transactions which are opposite to transactions concluded by the Client and which may or may not affect negatively the market price of a financial 
instrument, interest rate, index, foreign exchange rate or any other underlying market parameter (hedging). The Bank has developed policies and measures for conflict of interest 
management.  

The Bank does not act as an advisor or a broker in financial instruments described in this market comments. The Bank certifies that the information contained in the presented document 
accurately reflect his own hypotheses and that it has not received any remuneration from issuers or creators of instruments, either directly or indirectly.  

The Bank has not developed this market commentary based on the individual situation of the customer and not evaluated its adequacy for a Client with regard to any financial instrument 
described in this market comments, even if the Bank was in a possession of information as to the adequacy of certain financial instruments, investment strategy, etc. The Bank reserves 
the right to discontinue the distribution of market comments to selected or all customers. 

Copying and distributing this document, in part or in whole, is only authorized upon the prior written consent of the Bank, except where the disclosure of this document is mandatory in 
legal or administrative proceedings.  

Bank Handlowy w Warszawie S.A. is supervised by the Polish Financial Supervision Authority (KNF).  

Citi and Citi Handlowy are registered trademarks of Citigroup Inc., used under the license. Citigroup Inc. and its subsidiaries shall also hold the rights to certain trademarks used herein. 
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