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Summary

Recent data releases from Poland suggested, in our view, that the GDP growth slowdown in the final quarter of 2014 was still
relatively mild. We have raised our GDP forecasts slightly, to 3.1%YoY in 4Q14 and 3.3% on average for the full year (from
2.9% and 3.2%, respectively). We expect the growth slowdown to be temporary. Most of risks continue to be external, with a
number of question marks hanging over the Euro zone economy and considerable difficulty in forecasting further
developments in Ukraine. Domestic demand became an important driver of GDP growth last year and is likely to remain so in
2015. The improvement in the labour market should continue, with job creation and significant growth in real wages
(supported by productivity increases). In 2015 household budgets should also be supported by favourable rules on pension
indexation, higher tax allowances for families with children and lower debt servicing costs.

Meanwhile, inflation has dropped further and further below zero. According to our forecast, CPI fell to nearly -1%YoY in
December and may fall even more at the start of 2015, dragged down mainly by plummeting fuel prices and cheap food. We
think inflation will remain in sub-zero territory until the end of 3Q15. While we see lower prices of basic goods as strongly
supportive for private consumption, as they leave a substantial amount of money in households’ pockets for purchases of
discretionary goods and services, the idea that headline CPI could be deflationary for more than a year, and may not return to
the 2.5% target before 2H16, will create pressure for the central bank to ease again.

The Monetary Policy Council (MPC) kept interest rates on hold in November and December and we think the situation in
January will be no different, as recent economic data (still quite decent) and the year-end zloty depreciation offered little to
help convince the majority that additional easing is needed. However, the Council is deeply divided and we think that the scale
and the length of deflation will surprise the central bankers and may tip the balance towards more easing, probably in March,
when the new NBP projections are due to be released. We expect a 25bp cut. There is a downside risk to this scenario, but
we do not see easing of more than 50bp in 2015E.

The short end of the yield curve should remain quite stable in the near term, as deeper deflation should be offset by steady
interest rates in January and still-solid economic data. Meanwhile, the belly and long end may drop further, on anticipation of
the ECB’s QE. Assuming the ECB launches additional stimulus in January, a correction is possible at the end of the month.

The zloty’s depreciation at the end of December was excessive, in our view, exacerbated by extremely low liquidity. Quite
decent macro data and no rate cut in January, plus hopes of QE should support the zloty versus the euro. Meanwhile,
USDPLN may increase further as the downward trend in EURUSD is probably not over yet.
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Short- and Medium-term Strategy: Interest rate market

I Change (0) Expected trond
e e e

Reference rate 2.00 >
3M WIBOR -17 0 2.06 >
2Y bond yield -23 -22 1.67 > >
5Y bond yield -34 -29 1.91 7 7
10Y bond yield -48 -30 2.29 7 »
2/10Y curve slope -25 -8 63 > »

Note: Single arrow down/up indicates at least 5bp expected move down/up, double arrow means at least a 15bp move

PLN rates: our view and risk factors

Money market: The chances of an interest rate cut in January seem to be quite small, given recent economic data and comments by MPC members.
Thus, WIBOR rates are likely to remain stable in the nearest weeks. We still expect the MPC to cut official rates by 25bp by the end of 1Q15E, so
WIBOR rates should follow suit.

Short end: The MPC’s decision to keep rates on hold in January, plus the generally-quite-strong December macro data we predict should limit the
scope for a downward move at the short end of the yield curve. One exception is the inflation data release: if the CPI drops to nearly -1%YoY it may
trigger a (short-term) strengthening in the market.

Long end: Long-term yields will be more closely correlated with the situation in core debt markets. Rising odds of quantitative easing by the ECB as
soon as January are pushing European sovereign yields to new record lows and this is affecting the Polish curve. We think a correction may take
place after QE is launched (as was the case in the episodes of easing in the US), i.e. possibly at the end of January.

Risks to our view: The start of QE in the Euro zone in January seems to be largely priced in, so, if the ECB fails to deliver, the correction in fixed
income markets may be sharp rather than moderate. Much weaker-than-expected Polish macro data could raise the odds of further monetary
easing and result in more pronounced decline in yields.
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Short- and Medium-term Strategy: FX market

I Change (9 Expected Trend
— [ o Cost o 5 7an 2015
2.7 3.2 ->

EURPLN . . 4.30

USDPLN 10.4 7.4 3.65 >
CHFPLN 3.7 3.3 3.58

GBPPLN 3.4 3.7 5.49 >

EURUSD -7.0 -3.9 1.18 >

Note: Single arrow down/up indicates at least 1.5% expected move down/up, double arrow means at least a 5% move.

PLN FX Market: Our view and risk factors

EUR: We do not expect the zloty to weaken further, as the market seems to have overreacted at the end of December when liquidity was
extremely low. Quite decent macro data and no MPC rate cut in January, plus hopes of QE by the ECB, should support the Polish currency.

USD: USDPLN may increase further, as the downward trend of EURUSD is probably not over yet. We think the zloty may start gaining versus the
dollar but not before 2Q15.

CHF: We think EURCHF will stick close to the 1.20 floor in the near term, so changes in the zloty-Swiss franc rate should be parallel to EURPLN
moves.

Risks to our view: The biggest risk factors, which could result in prolonged zloty weakness, include disappointment with an ECB decision and/or
potential geopolitical events that could trigger higher global risk aversion. Also, the zloty could depreciate more if the MPC decides on a surprise
interest rate cut in January.
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Domestic Money Market: \Waiting for more rate cuts

December was mixed for money market rates. While WIBOR rates
remained stable (only 12M rate increased by 1bp in monthly terms),
FRAs were vulnerable to macro data releases and to IRS market
trends. FRASs rose significantly at the beginning of December, due to
the MPC’s decision to keep rates on hold and to IRS market
weakening. However, they then returned to their downward trend as
macro data confirmed a further slowdown in economic activity. All in
all, the FRA curve shifted down by only 1-2bp on monthly basis.

The market is currently pricing in slightly more than a 25bp rate cut
in the next three months and almost 75bp of cuts in total in the next
six to nine months, which we think is excessive.

We expect WIBOR to resume its downward path in 1Q15, due to
hopes of further monetary policy easing. Still, this may not happen
in January as we think the MPC is likely to keep rates unchanged
again at its first meeting this year and most of macro data releases
this month will be relatively strong (we predict healthy growth in
industrial and construction output and retail sales). On the other
hand, CPI data, due the day after the MPC decision, should fall
significantly further below zero (to almost -1%YoY).

Overall, we expect WIBOR rates to remain more or less stable in
January but to decline quite considerably in the next three months
as the MPC is likely to decide to cut rates again, in our view. As
regards FRA, rates should be more sensitive to macro data releases
and market mood changes.

2.9
2.7
25

2.3 4
2.1 4
1.9 A
1.7 A
1.5 A

1.3

Money market rates and NBP refi rate

_m‘bw
2.6 A \ gw :’S ™\
AA,
g
24 4
22 4

2.

0

s % oz F % o+ : o+ & o: % oo
——Reference rate ——WIBOR 3M ——FRA 1X4 ——FRA 3X6 FRA 6X9
% WIBOR3M expected in the short-term
_.__-—\_.\ —reference rate

= \WIBOR3M

—o— FRA-implied WIBOR as of 8/1/15

e—o—"

< <= < < 1w v 1w 1 © © © o
- — - - - — — - - — — -
§ £ 3 8§ § £ 3 56 § & 3 8

Source: Reuters, BZ WBK

Bank Zachodni WBK

& Grupa Santander



Domestic IRS and the T-Bond Market: Correction possible

after the ECB starts QE

Domestic T-bonds and IRS weakened sharply in the first half of
December, in particular at the long end of the curves, due to the
sell-off in emerging markets. However, the correction was
relatively short-lived. Summing up, 2014 was a favourable year
for T-bonds and IRS. Both curves shifted down by 130-210bp
compared with year end 2013.

The new year brought a significant rally in domestic debt after a
relatively weak December, with 10Y IRS rates and 10Y bond
yields reaching new record lows (2.11% and 2.30%,
respectively). The long ends of the curves benefited the most
from the strengthening of the core debt market and, as a result,
2-10Y spreads narrowed considerably, in line with global trends.

A strong call for QE by the ECB (after December’s negative
flash HICP reading for the Euro zone) should support EM debt,
including Poland’s, in the coming weeks. Therefore, we do not
rule out a further gradual decline across domestic curves, with
the mid and long ends performing better than the front ends,
leading to a short-term flattening. However, we think a
correction in European debt markets is possible when the ECB
eventually starts QE (as was the case in the US), with the
biggest move in the belly and long end of the curves.

A sharp drop in December’s CPI could anchor the front end of
the domestic curves near current levels, ahead of further
monetary easing by the MPC later in the first quarter.
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Demand Corner: European central banks sold Polish bonds

Both domestic and foreign investors added to their holdings
of Polish, PLN-denominated marketable bonds in
November. Their shares remained roughly unchanged
(60/40) but there were big changes within these two groups.

In the case of non-residents, commercial banks sold ¢.30%
of their holdings (PLN4.4bn) while central banks sold ¢.25%
(PLN5.6bn) of their portfolio. Meanwhile, public institutions
bought Polish bonds with a nominal value of PLN8.3bn,
increasing their portfolio by over 1600%.

Within the foreign central banks, the net decline was the
result of sales of nearly PLN8bn by non-EU European
central banks (this group sold all its holdings) and PLN2.3bn
buying by the Asian central banks (excluding Middle East).
The Asian central banks reported the biggest monthly
increase in holdings since such detailed records began
(May 2014); since then they have bought Polish bonds
worth nearly PLN7bn.

In the case of Polish investors, commercial banks bought
PLN3.4bn of debt and their nominal portfolio value and
share of Polish, PLN, marketable bonds reached a fresh all-
time highs of slightly over PLN150bn and just below 31%,
respectively. Insurance companies sold bonds nearly
PLN1bn of bonds. This was the third consecutive month of
sales on their part and biggest monthly drop in their holdings
since October 2013.

Polish PLN, marketable bonds held by the foreign commercial
banks, central banks and public institutions (PLNbn)
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Supply Corner: Primary market conditions remain favourable

2014 was favourable as regards debt issuance on the
primary market. Poland’s Ministry of Finance (MF)
reported that it ended 2014 with a PLN and FX liquidity
cushion of around PLN40bn and with 32% of 2015
borrowing needs pre-financed.

Planned issuance for 1Q15 is quite high: the ministry
plans to hold five or six bond auctions with the total
supply of PLN25-30bn (the structure will depend on
market conditions). What is more, the switch auction is
planned only in March. Poland is in a comfortable
position in foreign debt issue, with no significant FX
financing needs in the early months of 2015. However,
the ministry could consider foreign private placements.

In mid-January the ministry is due to offer long-term T-
bonds, i.e. WZzZ0124, DS0725 and WS0428, worth
PLN2.0-4.0bn, followed by double that amount (PLN5.0-
9.0bn) at a second auction this month. We think the
WZ0115 redemption and coupon payments (CPLN7.5bn)
should support January’s issue plans. In our opinion,
there is still a favourable environment for bonds ahead of
likely further ECB easing and calls for MPC cut rates.
Therefore, despite significant supply and yields near
record lows, we do not think demand will be a problem.

Auction plan for January 2015

: Settlement . Planned offer

15Jan 2015  19Jan2015  WZ0124/DS0725/\WS0428 2,000 — 4,000
choice will depend on the
22Jan2015  26Jan2015 Marketconditions, excluding g 55 g o9

bonds offered at the first
auction

Gross borrowing requirements in 2015
Total: PLN154.8bn:

Net borrowing

requirements 54.0

_ State borrowing
Foreign debt requirements are around
redemption 32% pre-financed
Domestic debt
redemption

Source: Finance Ministry, BZ WBK.
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International Money Market and IRS: Rates are positioning

ahead of central bank meetings

In December EUR and USD money market rates remained more or
less unchanged as both the ECB and the Fed left monetary
conditions unchanged. However, CHF money market rates fell
considerably after an unexpected Swiss National Bank (SNB)
decision to lower the target range for three-month Libor to
-0.75% to 0.25% (from 0% to 0.25%), with the mid-point below zero.
Moreover, the SNB said that, if needed, a further cut and intervention
were possible. Most Libor CHF rates fell below zero after the move,
with only the 1Y rate remaining in the positive territory.

EUR IRS rates declined by 3-15bp in monthly terms, with the highest
decline on the long end of the curve. Changes in USD IRS rates
were mixed as the front and belly of the curve shifted down, while the

long-end declined only slightly. In both cases, the curves flattened
compared with the end of November.

Central bank meetings are still the most important events this month.
While the FOMC should keep monetary conditions unchanged, the
ECB could act again in January as a negative flash HICP reading for
December increases the chances of QE. Therefore, EUR rates (both
EURIBOR and IRS) should continue their gradual decline in the
coming weeks. We believe that a bull flattener strategy on EUR IRS
market should also continue. On the other hand, strong US macro
data will confirm expectations of higher rates in 2H15, putting upward
pressure on the front end of the USD IRS curve.
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International Bond Market: Geopolitical risks and low oll
prices still favour lower risk assets

@ December saw core market rally again as capital shifted to lower 10Y bonds yields (%)

risk assets due to higher risk aversion. Yields of US Treasuries fell 32 5.50
quite significantly and German benchmarks hit fresh record lows. ,g . - 5.00
The downward trend in core debt yields continued at the o L 4.50

beginning of the new year as falling oil prices increased the risk of
global deflation. Moreover, December’s HICP data for the Euro
zone strengthened expectations of QE at the ECB’s first meeting
of 2015. The 10Y German bond yield fell temporality to 0.44%
(the new historical low) while yield of 10Y US Treasury fell below
2% for the first time since May 2013.
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Spanish debt is still outperforming, while Italian debt is lagging.
The increased probability of QE by the ECB helped both markets Spread over Bund for 10Y bonds (bps)
rebound slightly at the beginning of the new year. 250.0
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©® In our view, core debt should remain strong in the short term,
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Foreign Exchange Market: Zloty should bounce back

The Polish FX market was very volatile in late 2014. The zloty EUR/PLN and USD/PLN

depreciated sharply vs. the main currencies as disappointing
Polish retail sales data fuelled expectations for more rate cuts by
the MPC. We think, however, that the core factor that pushed
EUR/PLN to nearly 4.40 just after Christmas was extremely low
liquidity at year-end. Thus, we think the zloty’s fall was excessive
and expect it to recover gradually in the coming months.

Poland’s FX reserves rose by nearly €2bn in December, which
suggests that the Ministry of Finance possibly stopped
exchanging EU funding on the market and instead converted it
into domestic currency via the NBP, which was another factor
limiting scope for zloty to appreciate at the end of 2014.

We think the MPC is likely to leave interest rates unchanged in
January and to introduce no big changes to the official
statement, which, along with expectations for more easing by the
ECB, should support the zloty in near term. The currency should
be also backed by quite decent macro data (production, retail
sales for December, flash 2014 GDP). Technical analysis also
suggests that EUR/PLN should not resume the upward move
above 4.40 (details on the next slide).

However, there are some adverse factors that are likely to make
the zloty’s recovery sluggish. Falling oil prices fuel a risk of more
prolonged deflation and this will put pressure on the MPC to cut
rates. Also, low oil prices weigh on the Russian currency and a
high USD/RUB does not work well for CEE assets.
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FX Technical Analysis Corner: Time for pause in EUR/PLN uptrend
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Recent developments
in the EUR/PLN market
resemble the situation
in 1H13, although the
zloty has lost less than
it did then.

Looking at the shape
of the moves, similarly
to 1H13, the RSI gave
a sell signal in late
2014 and on the daily
chart the ADX reached
levels that would
herald a pause in the
trend (the oscillator
reached 2012 peaks).

Given recent high
volatility, the crucial
range for EUR/PLN is
quite wide at 4.25-
4.40.

Source: Reuters, BZ WBK.
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FX Technical Analysis Corner: Still on the downside
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Macroeconomic Forecasts

2012 2013 2014E 2015E 1Q14 2Q14 3Q14 4QIl4E 1QI5E 2Q15E 3Q15E 4QI15E

GDP PLNbn 11,6159 1,662.1 1,726.5 1,788.4 403.1 418.4 426.8 478.2 414.1 432.2 442.1 500.0
GDP %YoY 1.8 1.7 3.3 3.2 34 35 3.3 3.1 2.8 3.1 3.2 3.5
Domestic demand %YoY -0.4 0.2 4.8 4.6 34 5.6 4.9 5.2 4.5 4.7 4.4 4.8
Private consumption %YoY 1.0 11 3.2 3.6 29 3.0 3.2 3.6 3.7 3.6 3.6 3.5
Fixed investment %YoY -15 0.9 9.5 8.4 11.2 8.7 9.9 9.0 9.0 9.0 8.0 8.0
Unemployment rate 2 % 13.4 13.4 11.5 10.9 13.5 12.0 115 11.5 11.7 10.4 10.3 10.9

Current account balance EURmMmn -13,697 -5,245 -6,381 -9,788 -1,403 -808.0 -1,777 -2,393 -2,400 -1,430 -2,819 -3,140

Current account balance % GDP -3.5 -1.3 -1.5 -2.3 -1.1 -1.2 -1.3 -1.5 -1.8 -1.9 -2.1 -2.3
General government % GDP 39 43 34 29 i i ) ) : i ) _
balance

CPI %YoY 3.7 0.9 0.0 -0.2 0.6 0.3 -0.3 -0.7 -1.0 -0.4 -0.1 0.8
CPI2 %YoY 2.4 0.7 -0.9 11 0.7 0.3 -0.3 -0.9 -0.9 -0.3 0.0 1.1
CP! excluding food and %YoY 2.2 1.2 0.6 0.9 0.8 0.8 05 0.4 0.6 0.8 0.9 1.4
energy prices

Source: CSO, NBP, Finance Ministry, BZ WBK estimates. a at the end of the period
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Interest Rate and FX Forecasts

2014 2015E 3Q14 4Q14 1Q15E 2Q15E 3Q15E 4Q15E

Reference rate @ % 4.25 2.50 2.00 1.75 2.50 2.50 2.50 2.00 1.75 1.75 1.75 1.75
WIBOR 3M % 491 3.02 2.52 1.94 271 271 2.59 2.06 1.98 1.91 1.92 1.94
Yield on 2-year T-bonds % 4.30 2.98 2.46 1.86 3.01 2.76 2.26 1.80 1.68 1.75 1.93 2.07
Yield on 5-year T-bonds % 4.53 3.46 2.96 2.16 3.71 3.35 2.67 211 1.98 2.07 2.23 2.37
Yield on 10-year T-bonds % 5.02 4.04 3.49 2.75 4.38 3.82 3.18 2.58 2.38 2.63 2.92 3.07
2-year IRS % 4.52 3.10 251 1.91 3.07 2.82 2.32 1.83 1.72 1.80 1.98 2.13
5-year IRS % 4.47 3.51 2.92 2.13 3.70 3.31 2.63 2.02 2.03 2.08 2.13 2.25
10-year IRS % 4.56 3.86 3.34 2.69 4.16 3.73 3.07 2.40 2.43 2.60 2.77 2.94
EUR/PLN PLN 4.19 4.20 4.18 4.15 4.19 4.17 4.18 421 4.26 4.17 4.11 4.06
USD/PLN PLN 3.26 3.16 3.15 3.52 3.06 3.04 3.15 3.37 3.65 3.61 3.48 3.34
CHF/PLN PLN 3.47 341 3.45 3.42 3.42 3.42 3.45 3.50 3.53 3.44 3.38 3.32
GBP/PLN PLN 5.16 494 5.19 5.42 5.06 5.11 5.26 5.33 5.46 541 5.44 5.35
Source: CSO, NBP, Finance Ministry, BZ WBK estimates. a at the end of period
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Economic Calendar and Events
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MPC Meeting — interest rate decision

We expect the MPC to keep rates unchanged

The European Court of Justice provides information about the legality of the bond-buying commitment

CPI for December

Auction of long-term T-bonds WZ0124/DS0725/WS0428

Core CPI excluding food and energy prices for December

Employment and wages for December

Industrial output and PPI for December

NBH Meeting — interest rate decision
Auction of T-bonds

Minutes from January’s MPC meeting
ECB meeting — interest rate decision
Parliamentary elections

Ecofin meeting

FOMC meeting — interest rate decision

Flash GDP for 2014

Retail sales for December

PMI manufacturing for January

PMI manufacturing for January

MPC meeting — interest rate decision

CNB meeting — interest rate decision

Our forecast of -0.9%YoY is in line with market consensus
Offer: PLN2.0-4.0bn

Our forecast of 0.5%Y0Y is in line with market expectations

We expect employment to increase by 0.9%YoY and wages to grow
2.6%Y0Y, below consensus forecasts of 1% and 3.2%, respectively

Our forecast for industrial output is 6.1%YoY, well above consensus of
4.7%YoY. We predict PPl at -2.3%Yo0Y.

Offer: PLN5.0-9.0bn

Our forecast: 3.3%Yo0Y, in line with market consensus

We raised our forecast to 1.5%YoY after solid car sales datain
December. Market consensus is 2.1%YoY.

Source: CB, Markit, CSO, Finance Ministry
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1. Domestic Market Performance

Money market rates (%)

| Reference| Polonia | wBOR@®) | _ose | _FRA(W) |
L Jrae®w [ @ [ 1M [ 3v ] 6m |12m [ am [ 3v [ 6M | 12M | 1x4 | 3x6 [ 6x9 [ 9x12
End of December 2.00 1.80 2.08 2.06 2.05 2.04 1.88 1.83 1.73 1.67 1.94 1.78 1.62 1.62
Last 1M change (bp) 0 -16 0 0 0 1 9 8 5 2 -2 0 -2 -2
Last 3M change (bp) -50 -71 -32 -22 -20 -19 -24 -1 -2 -4 -13 -8 -18 -21
Last 1Y change (bp) -50 -60 -53 -65 -67 -71 -51 -56 -68 -82 -76 -92 -109 -115

Bond and IRS market (%)

I BONDS _ Sread BONDS /RS -
End of December 1.77 2 13 2 51 1.77 1. 94 2 21 0
Last 1M change (bp) 4 17 14 1 6 1 3 11 13
Last 3M change (bp) -21 -23 -46 -27 -39 -64 6 16 18
Last 1Y change (bp) -123 -148 -181 -122 -177 -201 0 29 20
IRS (%
32 - FRA (%) 48 - S (0
3.0 A 44 -
28 1 40
2.6 A 36 4
24 ~ 32
2.2 A
28
2.0 A
18 | 24
1.6 4 2.0
14 T T T T T T T T T T T 1 16 J J J ! ! J ! J J J ! !
F ¥ ¥F OF¥F ¥ ¥ ¥ T T T T T @© e S A A
5§ § 2 2 5853 2 8§38 2 & &8 § 82 &2 5253 2 838 2 & 8
——FRA 1X4 ——FRA 3X6 FRA 9X12 —IRS2YPL IRS 5Y PL ——IRS 10Y PL Source: Reuters. BZ WBK
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2. Polish Bonds: Supply Recap

Total issuance in 2015 by instruments (in PLN mn, nominal terms)

I I T T T Y Y Y ) I e )

T-bond auctions 12,000 8,000 5,000 15,000 5,000 4,000 8,000 5,000 15,000 6,000 83,000
T-bill auctions 0
Retail bonds 100 100 100 150 150 150 150 150 150 150 150 149 1,649
Foreign bonds/credits 4200 1700 5,900
Pre-financing and financial

resources at the end of 2014 38,700 38,700
Total 50,800 8,100 5,100 15,150 9,350 4,150 9,850 150 5,150 15,150 6,150 149 129,249
Redemption 6,071 159 98 18,191 5,273 110 14,244 1,452 431 28,764 213 241 75,249
Net inflows 44,729 7,941 5,002 -3,041 4,077 4,040 -4394 -1,302 4,719 -13,614 5,937 -92 54,000
Rolled-over T-bonds 0
Buy-ba_ck of T-bills/ FX- 0
denominated bonds

Total 44,729 7,941 5,002 -3,041 4,077 4,040 -4394 -1,302 4,719 -13,614 5,937 -92 54,000
Coupon payments from 1,416 4,204 2,810 1,298 7,910 17,638

domestic debt

Note: our forecasts = shaded area

Source: MF, BZ WBK
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2. Polish Bonds: Supply Recap (cont.)

Schedule of Treasury security redemptions by instrument (in PLN mn)

Bonds Bills Retail bonds Total domestic Foreign Total
redemption bonds/credits redemptions

January 6,023 6,071 0 6,071
February 0 159 159 0 159
March 0 98 98 0 98
April 18,097 95 18,191 0 18,191
May 0 116 116 5,157 5,273
June 0 110 110 0 110
July 9,506 136 9,642 4,602 14,244
August 0 184 184 1,267 1,452
September 0 162 162 269 431
October 25,370 146 25,516 3,248 28,764
November 0 213 213 0 213
December 0 241 241 0 241
Total 2015 58,995 1,710 60,705 14,544 75,249
Total 2016 87,607 2,034 89,641 13,808 103,449
Total 2017 58,543 1,032 59,575 10,687 70,262
Total 2018 66,317 1,103 67,420 10,040 77,460
Total 2019+ 63,863 972 64,835 20,336 85,171
Total 2020+ 146,110 2,383 148,494 110,914 259,408

Source: MF, BZ WBK.
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2. Polish Bonds: Supply Recap (cont.)

Scheduled wholesale bond redemptions by holders (data at the end of November 2014, in PLN mn)

Foreign Domestic Insurance Pension funds Mutual Individuals Non-financial Other Total
investors banks funds funds sector

Q1 2015 4,565 6,970
Q2 2015 10,571 5,985 2,226 193 783 42 37 1,968 21,805
Q3 2015 3,350 3,738 863 136 617 66 9 1,451 10,230
Q4 2015 11,588 4,927 4,280 116 2,028 27 167 2,237 25,370
Total 2015 26,098 19,215 8,156 567 3,862 216 228 6,031 64,374
41% 30% 13% 1% 6% 0% 0% 9% 100%
Total 2016 43,038 20,299 7,502 812 9,895 116 134 5,837 87,633
49% 23% 9% 1% 11% 0% 0% 7% 100%
Total 2017 22,744 17,714 6,411 556 6,346 68 216 4,488 58,543
39% 30% 11% 1% 11% 0% 0% 8% 100%
Total 2018 18,541 30,031 3,994 378 8,228 82 376 4,688 66,317
28% 45% 6% 1% 12% 0% 1% 7% 100%
Total 2019+ 17,931 27,527 5,046 427 7,335 70 311 3,027 61,673
29% 45% 8% 1% 12% 0% 1% 5% 100%
Total 2020+ 68,242 36,196 21,096 687 10,824 169 643 5,621 143,477
48% 25% 15% 0% 8% 0% 0% 4% 100%

Source: MF, BZ WBK.
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3. Polish Bonds: Demand Recap

Holders of marketable PLN bonds

Nominal value (PLN bn) Nominal value (PLN bn) % change in November Share of

TOTAL (%) in
End End End End 2Q End 1Q End )
Oct14 | Sept4 [ 2014 2014 | 2013 November

Domestic investors 294.6 291.8 283.2 277.2 277.9 381.2 0.96 291 -24.74 60.0
Commercial banks 151.0 147.6 140.9 135.4 134.3 114.7 2.32 6.52 27.38 30.7 (0.4pp)
Insurance companies 52.2 53.1 53.4 53.1 52.9 52.0 -1.73 -2.60 0.12 10.6 (-0.3pp)
Pension funds 3.4 3.4 35 3.3 35 125.8 1.42 0.10 -97.33 0.7
Mutual funds 46.5 45.9 44.1 44.8 45.8 46.7 1.25 4.97 -8.84 9.5
Others 415 41.8 41.2 40.6 414 42.0 -0.8 0.8 -0.1 8.4 (-0.1pp)
Foreign investors* 196.6 195.1 197.5 199.8 186.9 193.2 0.80 1.80 2.35 40.0
Banks 9.9 14.3 12.1 12.6 n.a. n.a. 21.0 -4.4 n.a. 2.0 (-0.9pp)
Central banks 15.6 211 19.3 18.0 n.a. n.a. 5.0 7.0 n.a. 3.2 (-1.2pp)
Public institutions 8.8 0.5 0.5 0.7 n.a. n.a. -23.4 -23.7 n.a. 1.8 (1.7pp)
Insurance companies 10.5 10.4 10.9 9.5 n.a. n.a. 2.4 14.8 n.a. 2.1
Pension funds 12.8 12.4 12.7 12.3 n.a. n.a. 4.0 3.4 n.a. 2.6 (0.1pp)
Mutual funds 78.8 77.5 80.8 83.4 n.a. n.a. 1.0 -3.1 n.a. 16.0 (0.1pp)
Hedge funds 0.6 0.4 0.1 0.1 n.a. n.a. -1.7 -9.2 n.a. 0.1
Non-financial sector 12.1 114 12.2 12.1 n.a. n.a. -0.6 -13.9 n.a. 2.5 (0.1pp)
Others 14.8 14.8 17.7 16.5 4.7 5.2 -5.1 6.9 n.a. 3.0
TOTAL 491.2 486.8 480.7 477.0 464.8 574.3 0.9 3.7 -15.8 100
*Total for foreign investors does not match sum of values presented for sub-categories due to omission of a very small group of investors. Source: MF, BZ WBK.

Detailed data on foreign investors is available only since April 2014 .
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4. Euro Zone Bonds: Supply Recap

Euro zone: 2014 issuance completion and 2015 estimated gross borrowing requirements and redemptions (€ bn)

_ 2014 bond supply % of completion 2015 total redemption 2015 bond supply | % of completion (YtD*)

Austria 24.7 91.4 13.3 17.0
Belgium 31.8 102.2 28.1 32.5 -
Finland 10.0 119.6 7.6 11.4 -
France 173.0 117.4 116.5 187.0 -
Germany 161.0 100.0 155.0 147.0 -
Greece - - - - -
Ireland 10.0 117.5 2.3 7.5 -
Italy 235.4 111.8 205.2 252.9 -
Netherlands 50.0 101.7 39.9 48.0 -
Portugal 16.7 101.7 7.2 13.9 -
Spain 129.3 105.4 86.4 130.0 -
Total 841.9 108.1 661.5 847.3 -

Source: European Commission, EZ countries’ debt agencies, BZ WBK
*/ YTD (year calendar) data for 2015
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5. Poland vs. Other Countries

Main macroeconomic indicators (European Commission forecasts)

GDP Inflation C/A balance Fiscal balance Public debt
(%) (HICP, %) (% of GDP) (% of GDP) (% of GDP)

I S R P R N N R O MR

Poland 11 -2.0 -2.4 -3.4 -2.9 49.1 50.2
Czech Republic 2.5 2.7 0.5 1.4 -1.3 -0.9 -1.4 -2.1 44.4 44.7
Hungary 3.2 25 0.1 25 4.3 4.3 -2.9 -2.8 76.9 76.4
EU 1.3 11 0.6 1.0 1.4 1.5 -3.0 -2.7 88.1 88.3
Euro zone 0.8 11 0.5 0.8 25 2.6 -2.6 -2.4 94.5 94.8
Germany 1.3 15 0.9 1.2 7.1 7.1 0.2 0.0 74.5 72.4

Main market indicators (%, end of period)

_ Reference rate (%) 3M market rate (%) 10Y yields (%) 10Y Spread vs Bund (bp) CDS 5Y

_ 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014

Poland 2.50 2.00 2.71 2.06 4.32 251

Czech Republic 0.05 0.05 0.05 0.04 2.53 0.75 58 2 60 55
Hungary 3.00 2.10 2.99 2.10 5.71 3.69 377 315 256 178
Euro zone 0.25 0.05 0.29 0.08

Germany 1.94 0.54 26 17

Source: EC — Autumn 2014, stat offices, central banks, Reuters, BZ WBK.
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5. Poland vs. Other Countries (cont.)

Sovereign ratings
S&P Moody's Fitch

5Y CDS rates vs credit ranking according to S&P

250 -
rating outlook rating outlook rating outlook
Poland A- stable A2 stable A- stable 200 | Portugal
Czech AA- stable Al stable A+ stable el @
Hungary| BB stable Bal negative| BB+  stable 150 - ay
Germany] AAA  stable | Aaa  stable | AAA  stable ~ Hungary
France | AA  negative] Aal negative] AA+ negative 100 1 Poland Spain
UK AAA  negative] Aal negative| AA+ stable France
Greece B stable | Caal  stable B stable 50 - O
Ireland A stable Baal stable A- stabl.e Czech Ireland
ltaly BBB stable Baa2 stable | BBB+ negative I L —————
Portugal BB stable Bal stable BB+ negative AAA AA+ AA AA- A+ A A- BBB+BBBBBB- BB+ BB BB- B+
Spain BBB stable Baa2 positive | BBB+ stable Note: Size of bubbles reflects the debt/GDP ratio
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Source: Rating agencies, Reuters, EC, BZ WBK.
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5. Poland vs Other Countries (cont.)

PMI manufacturing
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5. Poland vs Other Countries (cont.)
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6. Central Bank Watch
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Lower-than-expected Euro zone inflation in December increased the
probability that the ECB will announce an expansion of its existing purchase
programme at its January 22 meeting. However, the EU Court of Justice

should first confirm that the bond-buying commitment is legal.

We expect the MPC to leave the bank rate unchanged at 0.50% and maintain
the stock of asset purchases at £375bn in January. Our forecast is in line with
market expectations. We believe that the BoE maintain its wait and see

stance.

Strong economic activity in the US and a further improvement on the labour
market should put the Fed a step closer to starting a new tightening cycle.

We believe this movement could continue as we advance into 2015.

In our view the MPC will keep monetary conditions unchanged in January.
The recent zloty weakening could be seen as a substitute for an interest rate
cut as one of the MPC’s members reported. However, we still see some room
for a small cut (25bp) in 1Q15.

As expected, the CNB kept both interest rates and the EURCZK floor of 27
unchanged. Moreover, the bank assessed the balance of risks to the current
forecast as being anti-inflationary. We believe that the CNB might use the
exchange rate if risks of deflation in the Czech Republic renew.

The NBH kept rates unchanged in December, despite a downward revision of
the forecast CPI trajectory. The NBH highlighted that the current level of the
key rate was in line with the medium-term inflation target, thus further easing

may not be required this year.

Source: Reuters, BZ WBK.
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Important Disclosures

ANALYST CERTIFICATION:

The views expressed in this report accurately reflect the personal views of the undersigned analyst(s). In addition, the undersigned analyst(s) have not and will not
receive any compensation for providing a specific recommendation or view in this report: Maciej Reluga*, Piotr Bielski*, Agnieszka Decewicz*, Marcin Luzinski*,
Marcin Sulewski*.

EXPLANATION OF THE RECOMMENDATION SYSTEM

DIRECTIONAL RECOMMENDATIONS IN BONDS DIRECTIONAL RECOMMENDATIONS IN SWAPS

Definition Definition

Long / Buy Buy the bond for an expected average return of at leastLong / Receive Enter a swap receiving the fixed rate for an expected average return of
10bp in 3 months (decline in the yield rate), assuming a fixed rate at least 10bp in 3 months (decline in the swap rate), assuming a
directional risk. directional risk.

Short / Sell Sell the bond for an expected average return of at least Short / Pay fixed Enter a swap paying the fixed rate for an expected average return of at
10bp in 3 months (increase in the yield rate), assuming rate least 10bp in 3 months (increase in the swap rate), assuming a
a directional risk. directional risk.

RELATIVE VALUE RECOMMENDATIONS
Definition
Long a spread / Play steepeners Enter a long position in a given instrument vs a short position in another instrument (with a longer maturity for steepeners)
for an expected average return of at least 5bp in 3 months (increase in the spread between both rates).

Short a spread / Play flatteners Enter a long position in given an instrument vs a short position in other instrument (with a shorter maturity for flatteners) for
an expected average return of at least 5bp in 3 months (decline in the spread between both rates).

FX RECOMMENDATIONS
Definition
Long / Buy Appreciation of a given currency with an expected return of at least 5% in 3 months.
Short / Sell Depreciation of a given currency with an expected return of at least 5% in 3 months.

NOTE: Given the recent volatility seen in the financial markets, the recommendation definitions are only indicative until further notice.
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Important Disclosures (cont.)

This report has been prepared by Bank Zachodni WBK S.A. and is provided for information purposes only. Bank Zachodni WBK S.A. is registered in Poland and is authorised and regulated by The
Polish Financial Supervision Authority.

This report is issued in the United States by Santander Investment Securities Inc. (“SIS”), in Poland by Bank Zachodni WBK S.A. (“BZ WBK”), in Spain by Banco Santander, S.A., under the
supervision of the CNMV and in the United Kingdom by Banco Santander, S.A., London Branch (“Santander London”). SIS is registered in the United States and is a member of FINRA. Santander
London is registered in the UK (with FRN 136261) and subject to limited regulation by the FCA and PRA. SIS, BZ BWK, Banco Santander, S.A. and Santander London are members of Grupo
Santander. A list of authorised legal entities within Grupo Santander is available upon request.

This material constitutes “investment research” for the purposes of the Markets in Financial Instruments Directive and as such contains an objective or independent explanation of the matters
contained in the material. Any recommendations contained in this document must not be relied upon as investment advice based on the recipient’s personal circumstances. The information
and opinions contained in this report have been obtained from, or are based on, public sources believed to be reliable, but no representation or warranty, express or implied, is made that such
information is accurate, complete or up to date and it should not be relied upon as such. Furthermore, this report does not constitute a prospectus or other offering document or an offer or
solicitation to buy or sell any securities or other investment. Information and opinions contained in the report are published for the assistance of recipients, but are not to be relied upon as
authoritative or taken in substitution for the exercise of judgement by any recipient, are subject to change without notice and not intended to provide the sole basis of any evaluation of the
instruments discussed herein.

Any reference to past performance should not be taken as an indication of future performance. This report is for the use of intended recipients only and may not be reproduced (in whole or in
part) or delivered or transmitted to any other person without the prior written consent of BZ WBK.

Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing investment strategies discussed or recommended in this report and
should understand that statements regarding future prospects may not be realised. Any decision to purchase or subscribe for securities in any offering must be based solely on existing public
information on such security or the information in the prospectus or other offering document issued in connection with such offering, and not on this report.

The material in this research report is general information intended for recipients who understand the risks associated with investment. It does not take into account whether an investment,
course of action, or associated risks are suitable for the recipient. Furthermore, this document is intended to be used by market professionals (eligible counterparties and professional clients
but not retail clients). Retail clients must not rely on this document.

To the fullest extent permitted by law, no Santander Group company accepts any liability whatsoever (including in negligence) for any direct or consequential loss arising from any use of or
reliance on material contained in this report. All estimates and opinions included in this report are made as of the date of this report. Unless otherwise indicated in this report there is no
intention to update this report.

BZ WBK and its legal affiliates (trading as Santander and/or Santander Global Banking & Markets) may make a market in, or may, as principal or agent, buy or sell securities of the issuers
mentioned in this report or derivatives thereon. BZ WBK and its legal affiliates may have a financial interest in the issuers mentioned in this report, including a long or short position in their
securities and/or options, futures or other derivative instruments based thereon, or vice versa.

BZ WBK and its legal affiliates may receive or intend to seek compensation for investment banking services in the next three months from or in relation to an issuer mentioned in this report.
Any issuer mentioned in this report may have been provided with sections of this report prior to its publication in order to verify its factual accuracy.

Bank Zachodni WBK S.A. (BZ WBK) and/or a company in the Santander Group is a market maker or a liquidity provider for EUR/PLN.
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instruments issued by the Polish Ministry of Finance or Ministry of Treasury.
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Important Disclosures (cont.)

ADDITIONAL INFORMATION

BZ WBK or any of its affiliates, salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to its clients that reflect opinions that are contrary to the
opinions expressed herein. Furthermore, BZ WBK or any of its affiliates’ trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein.

No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the same) in which its distribution is prohibited by law. Failure to
comply with these restrictions may breach the laws of the relevant jurisdiction.

Investment research issued by BZ WBK is prepared in accordance with the Santander Group policies for managing conflicts of interest. In relation to the production of investment research, BZ WBK and its
affiliates have internal rules of conduct that contain, among other things, procedures to prevent conflicts of interest including Chinese Walls and, where appropriate, establishing specific restrictions on
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COUNTRY & REGION SPECIFIC DISCLOSURES
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regulators require that a firm establish, implement and maintain such a policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as “relevant persons”). This document must not be acted on or relied on by persons who are not
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