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MPC not concerned about the economy

The Monetary Policy Council once again kept interest rates on hold (the reference rate at 1.5%). In line with what we had
expected, the recent data did not change the central bank’s economic outlook and the NBP still anticipates inflation will rise
and the pace of economic growth will remain stable and solid (and the output gap will be closing gradually). Central bank
governor Marek Belka said that there is no room for a noticeable modifications in the monetary policy and there should be no
such room also after the end of the current MPC term. Moreover, the most dovish Council’s member, Jerzy Osiatynski (who is
the only member that remains in the MPC for the next year) suggested he does not see rationale to cut rates as the
effectiveness of such actions could be very low.

In our view it is very likely the monetary policy will remain unchanged until the end of the current Council’s term. We expect
rates to stay flat also in 2016 amid stable GDP growth and inflation heading gradually to 2%.

Fragments of the MPC statement (indication of changes as compared to September statement)

Growth of global economic activity remains moderate. In the euro area, ecenemic the recovery continues and the latest data point

to stable GDP growth in this economy;-despite-slight-weakening-of GDP-growth-in-2015-Q2. Also in the United States, data indicate
a further rise in economic activity eutpert—gremh—has—pmked—up At the same time an—turn eeenemt&grewth in Chlna economic

condltlons continue to deteriorate

. Therefore, concerns about the economic growth outlook
in the emerging market economies persist, which increases uncertainty about economic conditions worldwide.

W y wih Inflation abroad remains very low and in many
countries remams—very—low it decllned agal driven malnly by a renewed fall of commodlty prlces in recent months. In the-United

States-and the euro area, i
has turned negative again and the forecasts for the coming quarters have been revised downwards.

Majorcentral-bankskeep-interestrates-at-close-tozere,-but Against this background, the Federal Reserve is-signalling-a-poessibility
of-theirincrease-this-year-Atthe-same-time; and the ECB ceontinues-its-assetpurchase-programme are keeping their interest rates

close to zero. The ECB also continues its asset purchase programme and signals its extension. At the same time, the Federal
Reserve indicates a likely increase in interest rates. The uncertainty about monetary policy of major central banks and concerns
about the outlook for economic growth in emerging market economies are causing elevated volatility in global financial markets.

e price growth

y YR - stable economic growth continues, te-be
driven pnmanly by eensumpttea rising domestic demand, which is supported by favourable labour market situationr developments,
consumer confldence and financial standlng of enterprlses as well as by stable and—gromng—heuseheld Iendlng growth GDP

stabrhsatren—et Recently released economic growth—m—the—touomng—quarters act|V|ty indicators were lower than expected, but their
decline will probably prove temporary.

Bue-te As demand is growing at moderate growth-in-demand pace and the eentmumg—negatwe output gap is stlll negatlve there is
no inflationary pressure in the economy. Mereeve A W

costpressure—As-a+esultthe Both annual consumer price growth mmamsaegaﬂ#e—attheugh#te—sealeet—th&deﬂaﬂen—r&graduaﬂy
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diminishing- and producer price growth is-alse remain negative and inflation-expectations—are—running-tew—declined slightly last
month. Deflation has deepened mainly due to falling commodity prices in global markets. Amidst moderate wage growth, this
contains the risk of increasing cost pressure. Inflation expectations are still very low.

In the-epinion-of the Council’s view, price growth will eentinue-te increase slowly inerease in the nearest coming quarters, —Hs
growth-will be supported by the expected stable closing of the output gap amid improving economic grewth conditions amidst-the
recovery in the euro area and a favourable situation-inthe domestic labour market developments. At the same time, inereasing
persisting risk of stronger economic slowdown in the emerging market economies, and-the-declining low commodity prices have

raised-the-uncertainty-about-the-pace-of and weaker inflation returning-to-the-target outlook abroad result in increased uncertainty

about the pace of inflation returning to the target.
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