[

Bank Polski

Economic outlook for Poland

SPCC Economic Outlook Conference
Warsaw, June 15, 2016




46 -
44 -
42 -
40 -
38 -
36 -
34 -
32 -
3.0 -
2.8 -
2.6 -

Fiscal stimulus vs. negative credit and investment
impulse
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Real economy: GOP growth accelerating towards 4% in 2017

500+ will boost GOP growth in the 2" half of 2016
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Labour market: signs of reviving wage pressure

Real wage growth vs. number of job offers on each

%

unemployed
-6
real wages growth, %yoy, 3mma
5
job offers eop/unemployed, sa,
ratio (R)
- 4
-3
-2

Jan-10

-1
Jan-12 Jan-14 Jan-16

Exponential growth of immigration from Ukraine
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Unemployment rate approaching lowest levels since
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Rising number of companies predicting wage hikes
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Inflation awakens. Rate hikes on the horizon

Goods deflation, services inflation
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Real vs. nominal NBP reference rate”
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Source: GUS, NBP, Eurostat, PKO Bank Polski. * assuming PKO BP inflation forecast.

HICP goods deflation vs. retail sellers expectations on prices
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Will the new MPC follow its predecessors?
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Higher fiscal risk

Base- and worst-case scenario for the budget deficit in 2017
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Source: FinMin, GUS, PKO Bank Polski. *Net - ie, adjusted for the related VAT revenues increase. *incremental values relative to 2016. **one-off 2016 financing source.
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Macroeconomic forecasts

Source: PKO Bank Polski.

2013 2014 2015 2016F 2017F
Real economy
Real GDP (%, y/y) 1.3 33 36 35 4.0
Domestic demand (%, y/y) -0.7 49 3.4 4.2 4.7
Domestic final sales (pp) 0.2 4.5 3.8 34 4.3
Investments (%, y/y) -1.1 10.0 5.8 2.3 6.5
Private consumption (%, y/y) 0.2 2.6 3.1 4.0 4.1
Inventories (pp) -1.0 0.5 -0.2 0.8 0.4
Net exports (pp) 2.0 -15 0.3 -0.7 -0.7
Exports (%, r/r) 6.1 6.4 6.8 6.8 4.6
Imports (%, r/r) 1.7 10.0 6.3 8.5 6.0
Labour market
Employment (%, y/y, period avg.) -1.0 0.6 1.3 2.4 1.3
Unemp. rate (%, eop) 13.4 11.5 9.8 8.9 8.4
Wages (%, y/y, period avg.) 29 3.7 3.5 4.1 4.5
Prices
CPl inflation (%) 0.9 0.0 -0.9 -0.5 1.7
Core inflation (%) 1.2 0.6 0.3 0.4 1.0
Monetary policy
NBP reference rate (%) 2.50 2.00 1.50 1.50 2.00
NBP lombard rate (%) 4.00 3.00 2.50 2.50 3.00
Balance of payments
Current account (% of GDP) -1.3 -2.0 -0.1 -0.8 -1.3
Merchandise trade (% of GDP) -0.1 -0.8 0.7 -0.2 -0.4
Fiscal policy
Public deficit (ESA2010, % of GDP) -4.0 -3.3 -2.6 -2.6 -3.2
Public debt (ESA2010, % of GDP) 56.0 50.5 513 50.8 51.0
Monetary aggregates
Deposits (%, y/y) 5.7 9.3 7.6 .7 6.7
Loans (%, y/y) 3.8 6.8 7.0 5.7 5.3



Market forecasts

492015 12016 2q2016P 3q2016F 4q2016F  2017F  2018F

Exchange rates

EUR/USD 1.10 113 1.09 1.06 1.02 1.06 1.08
EUR/PLN 4.27 4.23 4.37 4.46 4.40 4.25 410
USD/PLN 3.88 3.74 4.01 4.21 4.31 4.01 3.80
CHF/PLN 3.88 3.92 4.01 4.09 411 3.86 3.63
EUR/CHF 1.10 1.08 1.09 1.09 1.07 1.10 1.13
Interest rates

Reverse repo rate NBP 1.50 1.50 1.50 1.50 1.50 2.00 2.50
WIBOR 3M 1.72 1.67 1.65 1.65 1.65 2.15 2.65
PLN OS 2 1.58 1.45 1.50 1.55 1.60 2.60 2.75
PLN OS5 2.23 2.20 2.30 2.35 2.45 3.00 3.20
PLN OS 10 2.95 2.84 290 3.00 3.10 3.35 3.35
Main refinancing rate EBC 0.05 0.00 0.00 0.00 0.00 0.00 0.25
EURIBOR3M -0.13 -0.25 -0.35 -0.35 -0.35 0.10 0.35
FED funds rate 0.50 0.50 0.50 0.75 0.75 1.50 2.00
LIBOR USD 3M 0.62 0.60 0.60 0.85 0.85 1.55 2.05
SNB target rate -0.75 -0.75 -0.75 -0.75 -0.75 -0.50 -0.25

LIBOR CHF 3M -0.76 -0.73 -0.80 -0.80 -0.80 -0.55 0.00

Source: PKO Bank Polski.



Disclaimer

The above information has been prepared for informational purposes only and is provided to PKO BP SA Group clients. It is not an offer (as understood under the
Civil Law of 23rd April 1964) to buy or sell or the solicitation of an offer to buy or sell any financial instrument and does not constitute the provision of investment,
legal or tax advice. It is also not intended to provide a sufficient basis on which to make an investment decision. The above information has been obtained from or
based upon sources believed to be reliable, but PKO BP SA Group does not warrant its completeness or accuracy. PKO Bank Polski Group strongly recommends that
clients independently evaluate particular investments and accepts no liability for the financial effect of its clients” investment decisions.

The above information is prepared and/or communicated by Powszechna Kasa Oszczednoéci Bank Polski S.A, registered in the District Court for the Capital City of
Warsaw, 13th Commercial Division of the National Court Register under KRS number 0000026438, Tax Identification Number (NIP): 525-000-77-38, REGON:
016298263, share capital 1,250,000,000 PLN.
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