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March data suggest strong GDP growth in 1Q17

Industrial production growth accelerated in March to 11.1% yly, and construction output to 17.2% yly — both figures were much
higher than expected. Retail sales rose 7.9% yly in real terms, slightly above forecasts. The data for March suggested that the
revival of economic activity in Poland at the start of the year was stronger than we had expected. Possibly, the pace of GDP
growth in 1Q17 could have even exceeded 3.5% yly. Today’s release should be supportive for the zloty and potentially slightly
negative for the short end of the yield curve (as some market players may renew speculation about interest rate hikes).

Output growth, % yly Sharp revival of production growth in March
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Sold industrial output increased in March by 11.1% yly, stronger than expected (our forecast
was 8.7%, market consensus was 7.4% yly). To some extent, a significant improvement in
dynamics as compared to February (when growth was merely 1.2% yly) was due to the
calendar effect - in March the number of working days was 1 more than a year ago, and in
February 1 less. Nevertheless, even taking into account this effect, March results seem to be
impressive. According to Statistic Office estimates, seasonally-adjusted industrial output rose
8.1% yly, the most since December 2011. Importantly, manufacturing was the key contributor to
the improvement of the production (output growth in the mining and quarrying and energy
sectors was poor), with the biggest gains in branches that were traditionally export-oriented
(including manufacturing of machinery, equipment, vehicles, furniture, etc.). It suggests that
there was a significant increase in foreign demand for Polish goods, probably under the
influence of the improving business cycle in Western Europe.

Industrial output The construction output was even a bigger surprise and rose by 17.2% yly in March (our

_E:”Z‘tf;‘f”f”t‘p“t estimate of 2.1% yly, consensus of 1.0%) while in seasonally-adjusted terms by 10.2% yly - the

ustnal output (2. most since April 2014. Two-digit increase in production occurred in all construction sectors,
which is probably a sign of revival of investment activity at the beginning of the year.

Construction output (s.a.)

Retail sales slightly above forecasts

After the February’s increase by 5.2% yly, in March retail sales in constant prices grew up by

Retail sales (% yly) - contributions of 7.9% vyly, slightly above our (7.2% yly) and market (6.6% y/y) expectations. The structure of

109 categories growth was in line with our expectations — acceleration was mainly observed in car, clothes,

furniture and RTV sales, whereas sales of food went down due to the date of Easter. We expect

the dynamics of retail sales to accelerate in April, also because of Easter and stay close to the

March reading in the months to come. Good growth of retail sales supports our forecast for
robust private consumption in 1Q17.

Consumers yet more optimistic

Consumer confidence indexes rose in April. The current sentiment index reached -0.8pts vs
-2.0pts in March and all components contributed to this increase (particularly the assessment of
the current economic situation). The leading index rose to -3.1pts from -4.2pts with the
improvement seen in all categories, particularly in future ability to save money. Both indexes
reached their all-time high (survey started in 2004) and suggest further robust rise in the
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Inflation, % yly PPI highest since May 2012

CPI Consumer prices also surprised to the upside, yet less considerably than output and retail sales.
——FPPI In March, PPI continued the upward trend and reached 4.7% yly, highest since May 2012 and
—— PPl manufacturing versus our forecast and market consensus at 4.6% y/y. Data for February were revised to 4.5%

yly from 4.4% yly.

In monthly terms, producer prices fell by 0.1% m/m mostly due to fall of prices in manufacturing
(also 0.1% m/m). In general, changes in particular PPI categories were not big. We assume that
annual PPI growth will be slowing down in the months to come due to stronger base effect.

This publication has been prepared by Bank Zachodni WBK S.A. for information purposes only. It is not an offer or solicitation for the purchase or sale of any financial instrument. Information presented in the
publication is not an investment advice. All reasonable care has been taken to ensure that the information contained herein is not untrue or misleading. But no representation is made as to its accuracy or
completeness. No reliance should be placed on it and no liability is accepted for any loss arising from reliance on it. Forecasts or data related to the past do not guarantee future prices of financial instruments or
financial results. Bank Zachodni WBK S.A.. its affiliates and any of its or their of ficers may be interested in any transactions. securities or commodities referred to herein. Bank Zachodni WBK S.A. or its affiliates may
perform services for or solicit business from any company referred to herein. This publication is not intended for the use of private investors. Clients should contact analysts at and execute transactions through a Bank
Zachodni WBK S.A. entity in their home jurisdiction unless gov erning law permits otherwise. Copy right and database rights protection exists in this publication.

Additional information is av ailable on request. Please contact Bank Zachodni WBK S.A. Financial Management Division, Economic Analy sis Department, al. Jana Pawda Il 17, 00-854, Warsaw, Poland, phone +48 22
534 18 87, email ekonomia@bzwbk.pl, http://www.bzwbk.pl.



