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New MPC continues old policy

Inflation and GDP projections

GDP growth CPl inflation
Mar 15 Jul 15 Nov 15 Mar 16 Mar 15 Jul 15 Nov 15 Mar 16
2015 2.7+4.2 3.0+4.3 2.9+3.9 - -1.0+0.0 -1.1+-04 -0.9+-0.8 -
2016 2.2+4.4 2.3+4.5 2.3+4.3 3,0+4,5 -0.1+1.8 0.7+2.5 0.4+1.8 -0,9+0,2
2017 2.4+4.6 2.5+4.7 2.4+4.6 2,6+4,8 0.1+2.2 0.5+2.6 0.4+2.5 0,2+2,3
2018 - - - 2,1+4,4 - - - 0,4+2,8

According to the NBP projections, the GDP and CPI growth will fall to within the ranges given above with probability of 50%.

ECONOMIC ANALYSIS DEPARTMENT: TREASURY SERVICES:

al. Jana Pawta Il 17, 00-854 Warszawa fax +48 22 586 83 40 Poznan +48 61 856 5814/30
email: ekonomia@bzwbk.pl Web site: http://www.bzwbk.pl Warszawa  +48 22 586 8320/38
Maciej Reluga (Chief Economist) +48 22 534 18 88 Wroctaw +48 71 369 9400
Piotr Bielski +48 22 534 18 87

Agnieszka Decewicz +48 22 534 18 86

Marcin Luzinski +48 22 534 18 85

Marcin Sulewski +48 22 534 18 84


http://www.bzwbk.pl/

- Bank Zachodni WBK

& Grupa Santander

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

Irthe—edro—area Global economic recevery—continues—yetactivity growth remains moderate and the uncertainty about its
outlook has recently increased. Economic recovery is under way in the euro area, yet driven mainly by consumer demand
amid weak investment and export growth. In the United States —despite—slightly—weaker—+recent-data—good—economic
conditions-prevail-and GDP growth in2016-is-expected-to-be-close-to-lastyears-level slowed down in the second half of 2015,

following several years of recovery, and there is a risk of further economic weakening. In turn, economic growth
continues to decelerate in China, while Russia and Brazil remain in a-deep recession. Concerns have-increased that economic
growth activity in the emerging market economies might weaken further and the threat that this might translate into lower
activity in the advanced economies currently pose the greatest ; feh—i ide risk to for global economic
conditions. in-censequence—prices—of-many-financial-assets—have i i i Ai

Uncertainty about the global economy has affected financial market sentiment abroad, leading to a decline in the prices of
many financial assets in recent months. Prices of oil and other erergy commodities, including agricultural commodities, also
remain low. In effeet consequence, inflatior consumer price growth in many economies, including the euro area, —stays is close
to zero, and inflation forecasts for the coming years are being revised down. Atthe-same-timein-some-advanced-economies

The European Central Bank lowered interest rates in March and increased the scale of quantitative easing. Against-this

background-the-monetary-policies-In the United States,-and-the-euro-area-are-diverging- despite an increase in interest rate in

December and indications of a further increase in the coming quarters, uncertainty about the future direction of monetary

policy has risen. Fhe-ECB-continue nancial-assetpurchases-and-indicates-that the-scale-of monetary-expansion-might-be

v ional-accountsfor 20 ugge hat- GDP-growth-likelyincreased-in stable economic
growth continues and data for 2015 Q4 has even confirmed a slight acceleration in GDP growth. Domestic demand
continues to be the key driver of GDP growth, supported by stable consumption growth and rising investment. Growth The rise in
demand is supported by favourable labour market conditions, positive consumer sentiment, sound financial standing of enterprises
and high capacity utilisation, as well as lending growth.

As the output gap remains negative and nominal wage growth is only moderate, eutrently there are is no inflationary pressures in
the economy. Annual consumer price growth in-beth-consumer and producer prices growth remain negative. Yet, the persistence
of deflation results mainly from the strong fall in global energy commaodity prices in recent quarters. Inflation expectations are still
very low. Hewever; The persisting deflation has not yet adversely affected decisions of economic agents.

The Council became acquainted with the projection of inflation and GDP prepared by the Economic Institute, which is one
of the inputs to the Council’s decisions on NBP interest rates. In line with the March projection based on the NECMOD
model — prepared under the assumption of unchanged NBP interest rates and taking into account data available until 23
February 2016 (projection cut-off date) — there is a 50-percent probability that the annual price growth will be in the range
of -0.9 — 0.2% in 2016 (against 0.4 — 1.8% in the November 2015 projection), 0.2 — 2.3% in 2017 (compared to 0.4 — 2.5%)
and 0.4 — 2.8% in 2018. At the same time, the annual GDP growth —in line with this projection — will be with a 50-percent
probability in the range of 3.0 — 4.5% in 2016 (against 2.3 — 4.3% in the November 2015 projection), 2.6 — 4.8% in 2017
(compared to 2.4 — 4.6%) and 2.1 — 4.4% in 2018.

In the Council’s assessment, GRHnflation price growth will remain negative in the coming menths quarters due to the depressed
prices earlier strong fall in ef global energy—commedities commodity prices. At the same time, a gradual increase in core
inflation is expected-and. It will be supported by stable economic growth, including an anticipated rise in consumer demand
growth driven by rising employment, forecasted acceleration of wage growth and an increase in social benefits. This

notwithstanding, the downside risks to the global amid-improving economic aetivity—in-the-euro-area—and-favourable-labour

market-conditions are a source of uncertainty for the domestic economy.

The Council decided-to-keep-the- NBP-interestrates-unchanged—assessing continues to assess that — given the available data
and forecasts — the current level of interest rates is conducive to keeping the Polish economy on the sustainable growth path and
ensdre maintaining macroeconomic balance.

The Council adopted Inflation Report — March 2016.
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