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Lower CPI inflation, but core CPI will moderately go up 

October’s headline inflation declined to 0.8%YoY from 1.0%YoY in September. Market 
expected stabilization of prices growth, while we predicted gradual decline to 0.9%YoY. 
Main culprit of this surprise was food prices, which declined surprisingly by 0.1%MoM while 
usually we have a seasonal rebound in this category. According to the CSO, biggest 
declines were recorded in case of fresh fruits (-5%MoM), sugar (-1.2%) and meat (-1.0%). 
On the other hand, prices of clothing and footwear surprised to the upside (+3.5%MoM). In 
this case the direction of change was in line with seasonal pattern, but the scale of move 
was above expectations (perhaps this is another confirmation of that consumers’ demand 
recovers). Third visible surprise was increase of telecommunications prices (+2.8%MoM) 
after providers of mobile network offered new tariffs (this is awkward, as we expected rather 
lower prices amid, among others, market rivalry and lower roaming prices in the EU). Fuel 
prices declined by 1.6%MoM, slight less than we expected after our monitoring of situation 
on stations. 

All in all, apart from food prices, changes in other categories surprised rather to the upside. 
Consequently, we estimate that core CPI after excluding food and energy prices (it will be 
released on Friday) increased in October to 1.4%YoY from 1.3%YoY in September. 
Tomorrow’s release of core inflation measures may thus weaken somewhat the dovish 
message from today’s CPI data. 

We sustain our forecast of gradual increase of inflation in coming months and the scale of 
this move should not endanger MPC’s declaration of stable interest rates until mid-2014. 
However, in Q3-14 interest rates may go up if CPI remains on the upside (and above path 
presented in the recent NBP projection) and pace of GDP growth is close to 3% (amid rising 
domestic demand). 

Pace of economic growth accelerates 

According to flash data released today in the morning, GDP accelerated in Q3-13 to 
1.9%YoY. It was not only above market consensus (1.6%YoY) but also slightly higher than 
our expectations (1.8%YoY). We do not know the details of the GDP structure (it will be 
released later this month – 29 November), but Maria Jeznach from the CSO suggested that 
positive impact on the headline figure was provided by private consumption and 
improvement in investments. This would confirm our expectations that faster GDP growth is 
not only due to strong exports, but also due to the revival of domestic demand. We expect 
GDP growth at c.2% in Q4 and 1.4%YoY in whole 2013. In 2014 this may be close to 3%. 

 

  

14 November 2013 

GDP higher, CPI lower 

Pace of GDP growth accelerated to 1.9%YoY in Q3 (above expectations) and confirmed that economic reviv al gains steam. At 
the same time, inflation remains low – prices growt h decelerated to 0.8%YoY in October. However, CPI infl ation decline was 
mainly due to exceptionally low food prices, while remaining categories surprised to the upside. Thus,  we think core CPI after 
excluding food and energy prices increased lightly (to 1.4%YoY). All in all, today’s data do not change significantly our 
assessment of economic outlook and expectations reg arding the monetary policy – GDP growth will acceler ate gradually and 
inflation will increase slightly. Consequently, int erest rates will remain stable until mid-2014, just  like the MPC promised. 
However, in Q3-14 first rate hike is still possible . 
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