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LAST WEEK:

Registered unemployment rate fell to 5.6% in September form 5.8% in August. Situation in
labour market is still very good, what is a result of strong demand for labour from services’
sector and sustained demand for labour from industry. A decline in employment and slower

growth of wages in September suggest that labour market is gradually cooling down.

In October consumer prices, according to flash estimate of the GUS, rose by 1.0% m/m and
increased by 6.8% y/y. The main drivers of inflation in October were energy prices (up 3.0%
m/m and 10.2% yly), fuel prices (up 3.1% m/m and 33.9% y/y) and food prices (up 0.5% m/m
and 4.9% yly). In October energy prices contributed 0.50 pp. to monthly CPI, fuel prices added
0.17 p.p. and food prices added 0.14 pp. to monthly inflation. These three categories
contributed jointly 0.8 pp. while other categories contributed 0.2 p.p. to monthly CPI. Inflation
in October was much stronger than market consensus view. Inflation will certainly be above
7% in December 2021. Inflationary supply side shock is so strong, that it must impact the
Monetary Policy Council. To counteract second round effects the MPC must act promptly. In
this context, it is likely that the Council chooses to hike by 50bps already at the meeting this

week.

THIS WEEK:

Manufacturing PMI rose to 53.8 in October from 53.4 in September, signalling moderate
acceleration in manufacturing. In October industrial output and new orders increased, but the
pace of expansion was slow what stemmed from moderate decline in exports and decline in
new export orders from neighbouring countries of the EU what was related to disturbances in
supply chains. Companies signalled problems with purchasing components and raw materials,
as well as difficulties in transport. As a result, costs of production increased the strongest since
June. In October there were hikes not only in prices of raw materials, but also electricity and
energy. In October companies reported also shortages of labour, what was limiting capacity to
hire new employees and resulted in only small increase in employment.

On Wednesday the MPC will hold policy meeting. Due to very sharp rise In inflation in recent
months the Council will have to act quickly, in order to prevent second round effects. We expect
that the MPC will hike the main reference rate by 50 bps.
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DIARY (this week)

/

Date GMT  Release/Event DB Expected Actual Consensus

Nov-02 8:00 PMI manufacturing (Oct) 53.2 53.8 53.0

Nov-03 MPC decision 1.00% 0.75%
Source: Deutsche Bank Estimates., Reuters and Bloomberg Finance LP
FX and interest rate forecasts

WIBOR WIBOR EURIBOR LIBOR CPI Yield on 10Y
EUR/PLN USD/PLN CHF/PLN GBP/PLN EUR/USD 3M 6M 3M USD 3M  (Poland) POLGB
(end of period)

Nov-21 4,600 3,966 4,340 5,411 1,160 1,18 1,30 -0,55 0,15 7,2 2,95
Dec-21 4,570 3,940 4,311 5,319 1,160 1,18 1,30 -0,55 0,18 7,5 3,10
Jan-22 4,563 3,922 4,291 5,304 1,163 1,43 1,55 -0,53 0,20 7,5 3,15
Feb-22 4,555 3,904 4,270 5,290 1,167 1,43 1,55 -0,52 0,20 7,3 3,20
Mar-22 4,548 3,887 4,250 5,276 1,170 1,68 1,80 -0,50 0,20 6,6 3,25
Apr-22 4,540 3,869 4,230 5,262 1,173 1,68 1,80 -0,50 0,20 6,2 3,25
May-22 4,533 3,852 4,210 5,248 1,177 1,68 1,80 -0,50 0,20 6,1 3,25
Jun-22 4,525 3,835 4,190 5,234 1,180 1,68 1,80 -0,50 0,20 6,3 3,25
Jul-22 4,518 3,818 4,170 5,221 1,183 1,68 1,80 -0,50 0,20 6,0 3,25
Aug-22 4,510 3,801 4,150 5,207 1,187 1,68 1,80 -0,50 0,20 5,8 3,30
Sep-22 4,503 3,784 4,131 5,193 1,190 1,68 1,80 -0,50 0,20 55 3,30
Oct-22 4,495 3,767 4,111 5,179 1,193 1,68 1,80 -0,50 0,20 5,0 3,30

Note: Due to Regulation (EU) 2016/1011 of the European Parliament and of the Council of 8 June 2016 on indices used as benchmarks in
financial instruments and financial contracts or to measure the performance of investment funds and amending Directives 2008/48/EC and
2014/17/EU and Regulation (EU) No 596/2014 the way of calculation of WIBOR rates and their values may be subject to change.

Note 2: Due to increased market variability and changes in monetary and fiscal policies, forecasts are subject to higher than usual

uncertainty.

Source: Deutsche Bank Polska S.A.
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