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Introduction

Poland currently operates a free-floating exchange-rate regime in which the Polish zloty is determined
mainly by supply and demand in foreign-exchange markets rather than by a fixed parity against the
euro. The International Monetary Fund classifies Poland’s arrangement as free floating, while the
National Bank of Poland conducts monetary policy primarily through an inflation-targeting framework
rather than by defending a predetermined exchange rate (International Monetary Fund, 2026). This
distinction matters because exchange-rate flexibility affects inflation, import prices, export
competitiveness, financing, and the risk calculations of multinational firms. The assignment also
connects Poland’s currency regime with possible euro adoption, Spain’s experience inside the euro
area, and a hypothetical Hyundai power-train location decision. Those issues can be analyzed
together because a factory’s long-term cost depends not only on wages but also on productivity,
incentives, logistics, supplier networks, financing, energy, skills, and currency exposure. A sound
business conclusion should therefore distinguish current macroeconomic facts from assumptions
embedded in the case.

Poland’s Floating Zloty and Monetary
Independence

Under a floating system, the zloty can appreciate or depreciate in response to interest-rate
expectations, inflation, trade flows, capital movements, risk sentiment, and economic news. The NBP
can intervene in foreign-exchange markets when it considers intervention consistent with monetary
or financial stability, but occasional intervention does not transform the currency into a fixed or tightly
managed peg. Monetary independence gives Poland an adjustment mechanism unavailable to
individual euro-area members. If domestic inflation or economic weakness differs substantially from
conditions elsewhere in Europe, the NBP can set policy rates for Polish circumstances rather than
accept one common rate. Exchange-rate adjustment can also affect competitiveness: depreciation
may make Polish wages and exports cheaper in foreign-currency terms, while appreciation can lower
the local-currency price of imported machinery, energy, and components. The trade-off is volatility. A
firm earning euros but paying many expenses in zloty may benefit from depreciation, whereas a
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company heavily dependent on euro-priced inputs may face rising costs. Businesses therefore need
sensitivity analysis and hedging rather than one exchange-rate forecast.

Poland and the Euro

Poland is an EU member without a permanent treaty opt-out from adopting the euro, but adoption is
not automatic and no binding near-term conversion date exists. Entry requires compliance with
economic and legal convergence criteria and participation in the Exchange Rate Mechanism Il before
the euro can replace the zloty. The European Commission’s Convergence Report 2026 continues to
assess Poland alongside other non-euro-area member states, while the Commission’s Poland and the
euro page confirms that the zloty is not currently participating in ERM Il (European Commission,
2026a; European Commission, n.d.). Euro adoption could eliminate zloty-euro conversion costs and
exchange-rate risk for trade and investment with euro-area partners, but it would also end
independent Polish monetary and exchange-rate policy. Fiscal adjustment, wage flexibility, financial
resilience, and productivity would therefore become more important responses to country-specific
shocks. Euro entry is designed as a durable institutional commitment, not a temporary arrangement
that a country can casually reverse when conditions become inconvenient.

Spain as a Euro-Area Comparison

Spain illustrates both the benefits and constraints of monetary union. During the euro-area debt crisis,
Spain could not restore competitiveness through depreciation of a national currency because it had
already adopted the euro. Adjustment instead occurred through banking reform, labor-cost changes,
fiscal measures, productivity improvements, and recovery in demand, a process that imposed
substantial economic and social costs. Spain nevertheless remained in the euro area and later
returned to growth. The European Commission’s current Economic forecast for Spain projects
continued expansion while also identifying risks associated with public finances, external conditions,
inflation, and structural weaknesses (European Commission, 2026b). For a manufacturer, euro
membership reduces currency uncertainty when many suppliers and customers also operate in euros,
but it removes national exchange-rate adjustment. Spain must therefore compete through
productivity, skills, infrastructure, industrial capability, energy costs, and supplier efficiency rather
than through devaluation. The relevant investment question is operational strength, not whether euro
membership is inherently good or bad.

Evaluating the Hyundai Power-Train Location

The case compares Spain, France, and Poland as possible locations for a Hyundai power-train facility
and gives particular attention to wages and financial incentives. A responsible location analysis should
calculate total unit cost over the full investment horizon rather than choose the country with the
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lowest hourly wage. Labor productivity, employee turnover, training time, defect rates, downtime,
transport distance, supplier proximity, energy prices, taxes, financing, infrastructure, permitting, and
currency exposure can all outweigh a nominal wage difference. Temporary incentives also need to be
separated from permanent operational advantages. A five-year tax holiday or subsidized loan has a
measurable present value, but the plant may operate for decades. Poland’s lower labor cost and
manufacturing integration can be attractive, while Spain’s established automotive workforce, euro-
denominated environment, infrastructure, and stated case incentives may reduce execution and
currency risk. The appropriate method is therefore a discounted cash-flow and sensitivity analysis
that tests different exchange rates, production volumes, energy costs, wage growth, and supplier
assumptions instead of selecting a location from one headline figure.

Conditional Assessment Under the Case
Assumptions

Under the assumptions supplied in the assignment, Spain can be defended as the stronger location
because the case combines skilled automotive labor, tax concessions, subsidized financing,
established industrial capability, and euro-area integration. That conclusion should remain conditional
rather than being presented as a timeless ranking of countries. Poland could become preferable if
updated evidence demonstrated substantially lower total unit costs, stronger supplier proximity,
better productivity, or a more favorable risk-adjusted investment package. Currency exposure is
especially important. A Polish plant with euro revenues and zloty operating expenses can obtain a
natural hedge when the zloty weakens, but imported euro-priced equipment or components can move
costs in the opposite direction. The IMF’s current Republic of Poland: 2025 Article IV
consultation—Informational annex confirms the free-floating arrangement that creates this flexibility
and uncertainty (International Monetary Fund, 2026). Hyundai should therefore compare scenarios
rather than assume one exchange rate, incentive package, or wage differential will remain unchanged
throughout the plant’s life.

Conclusion

Poland uses a free-floating zloty and retains an independent monetary policy centered on domestic
price stability. That arrangement can help absorb country-specific shocks and preserve monetary
flexibility, but it also exposes companies to exchange-rate movements that can change labor, import,
financing, and export costs. Poland is not currently in ERM Il and has no binding near-term date for
euro adoption, so business planning should not assume an imminent currency conversion (European
Commission, 2026a; European Commission, n.d.). Spain provides a useful comparison because euro
membership removes national currency risk against euro-area partners while also removing
independent exchange-rate adjustment. For the Hyundai case, the decision should be based on long-
run productivity, incentives, supply chains, infrastructure, skills, financing, and currency exposure
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rather than wages alone. Under the facts supplied in the assignment, Spain has a defensible risk-
adjusted case, but that conclusion changes if the underlying cost or productivity assumptions change.
The broader lesson is that exchange-rate regimes matter to investment decisions because they alter
how economic shocks and operating costs are transmitted over time.
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