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Long-awaited investment rebound in 4Q17

GDP growth in 4Q17 was confirmed at 5.1% y/y, up from 4.9% in 3Q. We finally saw a strong rebound of fixed investments, which
recorded 11.3% yly in 4Q vs. 3.3% in the previous quarter. Net exports were much weaker than we expected due to a rebound of
imports, but at the same time inventory changes had a much smaller negative contribution than we had estimated. Private
consumption grew by 4.9% yly, similar to the previous quarters of 2017 - but unlike in the previous quarters — it was topped by
investments as the main pillar of economic growth. We expect the GDP growth to stay close to 5% y/y also in 1Q, given the
maintained very high business and consumer optimism.

GDP growth and its components, GDP growth in 4Q17 was confirmed at 5.1% yly, up from 4.9% in 3Q. We finally saw a strong

%YoY rebound of fixed investments, which recorded 11.3% yly in 4Q vs. 3.3% in the previous quarter.
This was what one could expect after the Stats Office released preliminary full-year data for
2017. At the same time, in 4Q, net exports were much weaker than we expected, even though
we signaled some downside risk in this category. It deducted 0.8 pp from the headline growth,
while it seemed that a neutral outcome is possible, judging by the earlier partial data on foreign
trade. It did not influence GDP growth as inventory changes had a much smaller negative
contribution than we expected and this served as an offsetting factor. Strong rise of imports was
responsible for the negative surprise in net exports. Private consumption grew by 4.9% yly,
similar to the previous quarters of 2017 - but unlike in the previous quarters — it was topped by
investments as the main pillar of economic growth.

There is anecdotal evidence that the acceleration of imports and also a part of the investment
rise is due to one-off purchases of aircraft (by the domestic carrier and/or by the government).

On the supply side, industry, trade, construction and transport were responsible for most of the

-8 1 m‘;:}: gznm;r:pﬁon GDP growth, even though construction decelerated from c20% yly to c10%. However at the
-10 Fixed Investments start of 2018 we saw a huge rebound of building activity and some slowdown in y/y pace of
industrial output, so the structure may look somewhat different in 1Q18. There is even evidence
GDP growth in g/g seasonally adjusted GDP data that industry performance softened in 4Q (to 1.3%, from
6 r 3 1.8%, the weakest print since 3Q16).
5 We expect the GDP growth to stay close to 5% y/y also in 1Q, given the maintained very high
business and consumer optimism, but the next readings might be somewhat lower.
4 2 GDP growth and its components (% y/y)
3 - 2015 2016 2017 | 4Q16 1Q17 2Q17 3Q17 4Q17
GDP 3.8 2.9 4.6 2.7 4.1 4.0 4.9 5.1
2 "1 | bomestic demand 33 22 4.9 17 3.9 55 3.9 6.1
1 4 Total consumption 2.8 3.4 4.3 3.0 3.7 4.2 4.1 5.0
Private consumption 3.0 3.9 4.8 4.7 4.7 4.9 4.8 4.9
0 - ;r‘ ‘ﬁ‘ o o © © o 0 | public consumption 2.4 1.7 2.7 -1.4 0.5 2.1 1.9 5.4
1 7c::r é § Q c::: Cc:y é § § Gross accumulation 4.9 -1.9 75 -1.6 5.1 11.6 3.3 8.8
Fixed investment 6.1 -7.9 5.2 -9.7 -0.5 0.9 3.3 11.3
e holq (s hs —— %yl Ihs¥ T Net export * 0.6 07 02 11 0.4 13 1.1 0.8
* contribution to GDP growth (percentage points)
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GDP growth breakdown, % yly
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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 officers 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 governing law permits otherwise. Copyright and database rights protection exists in this publication.

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



