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MPC ready for ‘temporarily’ negative real rates

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

Economic growth abroad remains moderate, with-sighs-of recovery-in-glebakindustry-but forecasts for the global economy have
recently been revised up. In the euro area, a gradual recovery continues eeenewc—gth—has—been—stable amid stronger
industrial confidence albeit-diverse-across-its-member-states. Ir-Germany—econom grewth-in-2016-Q4-probably-accelerated
while-in-etherlarge-euro-area-economies-itremained-ow: In the United States e*pansm—has—eenmued- economic condltlons
are supported by improving labour market, reflected both in rising employment and wages. In China, there—are—signs—of

improvement-in—economic—conditions;—yet GDP growth is—still-lower—than—in—previous—years slightly picked up in 2016 Q4,
following a few years of slowdown. In Russia, recession is gradually receding.
Global commodity prices ineluding-oil-have-risen-overrecent-months are significantly higher than a year ago, which results

in rising inflation in many economies. in-conseguence However, inflation-has-picked-up in many of them ecenemies, including
in the euro area, demand pressure is still low, containing the rise in inflation and keeping the core inflation rates at a

moderate level.

The European Central Bank has-been keepsing interest rates close to zero, including the deposit rate below zero. The ECB also
continues its asset purchase programme. The Federal Reserve raised-the-interestrates—in-December2016-and-indicates their
further rise in interest rates in 2017.
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In Poland, preliminary data on GDP in 2016 indicate that in 2016 Q4 the annual economic growth rate was close to that
recorded a quarter earlier was-probably-subdued.
recentpast: Economic growth has-been was mainly driven by increasing consumer demand, supported by a rise in employment
and wages, very good consumer sentiment and child benefit payments. Net exports and rise in inventories also added to GDP
growth. At the same time, GBP-growth-was—centained-by—a fall in investment narrowed. Lower pace of investment decline
probably resulted from caused-to-alarge-extent-by-temporariy-tower higher use of EU funds afterthe-completion-of-the-previous
EUfinancial-perspective under the new EU financial perspective.

In recent months, like in many countries, annual growth in prices of consumer goods and services has-been-increasing picked
up. whpewith-Hash-estimate-was 0-8% iy in December 2016, Growth-inproducerprces-has—also-picked-tp- The ihereasein
price growth has-results mainly from energy higher global commodity prices -being-higherthan-a-yearage, i.e. factors beyond the
direct impact of domestic monetary policy. At the same time, price—growth-has-been—contained-by-low-inflationary pressure is

abread contained by moderate growth in unit labour costs and the negative output gap in the domestic economy.

In the Council’s opinion, following a rise in inflation in the first months of the year, price growth will eentinue—to-increase
stabilize in the coming menths quarters-yetit-willremain-moderate. Annual inflation will be increased owing to the effects of
higher global Besides commodity prices-being—higherthan—a—yearago- Bearing in mind the external and most probably
temporary nature of factors behind the increase in price growth as well as low domestic demand pressure the Council
judges that the risk of inflation persistently running above the target in the medium term is low. price—growth—will-be

The Council confirms its assessment 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 maintaining macroeconomic balance.
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