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At the end of a fairly quiet week after Easter, the NBP intervened in the currency market, and thus warn  ings that

appeared recently in central bankers’ comments have materialised. This was the first FX intervention si  nce the
introduction of direct inflation targeting strategy in 1998. The MPC gave the permi ssion for this operation, and the
Ministry of Finance declared the government's full support for it, which shows that, despite differenc es of views on

some issues (FCL, NBP profit), an effective interact  ion of these bodies in key areas is possible. In ou  r view, Friday
intervention is a signal to the market that exchang e rate policy in Poland is changing to a more active type, which
should weaken the pressure for appreciation of the Zloty.

Major domestic publications this week include CPI an d the balance of payments. Investors will, however, focus most

of all on further guidance from the NBP on the excha  nge rate (eg. such as statements by MPC members on F  riday
that the optimal rate for the economy would be abou  t 4.0 per euro). It is possible that the market w il try to test the

patience of the central bank, but we think the zlot vy is likely to continue weakening in the nearest we  ek.

Economic calendar

TC'E'Te COUNTRY INDICATOR PERIOD FORECAST VIXL}_SUTE
MARKET BZWBK
MONDAY (12 April)
11:00 PL Tender of 52-week T-bills worth PLN0.7-1.0  bn
PL MPC special meeting
TUESDAY (13 April)
14:00 PL Current account balance Feb €bn -0.237 0.4 00 -0.710
14:30 us Import prices Mar %MoM 0.9 - -0.3
14:30 us International trade Feb $bn -39.0 - -37.29
WEDNESDAY (14 April)
11:00 PL Auction 10Y DS1020 bonds
11:00 EZ Industrial production Feb %MoM 0.1 - 1.7
14:00 PL M3 money supply Mar %YoY 5.0 5.0 5.1
14:30 us CPI Mar %MoM 0.1 - 0.0
14:30 us Retail sales Mar %MoM 0.8 - 0.3
THURSDAY (15 April)
11:00 EZ Foreign trade Feb €bn -1.4 - -8.9
14:00 PL CPI Mar %YoY 2.6 2.6 2.9
14:30 us New jobless claims w/e k 440.0 - 460.0
14:30 us New York Fed index Apr pts. 23.75 - 22.86
15:00 us Capital flows Feb $bn -
15:15 us Capacity use Mar % 73.1 - 72.7
15:15 us Industrial production Mar %MoM 0.4 - 0.1
16:00 us Philadelphia Fed index Apr pts. 19.0 - 18.9
FRIDAY (16 April)
11:00 EZ HICP final Mar %YoY 1.5 - 0.9
14:30 us House starts Mar m 0.59 - 0.575
14:30 us Building permits Mar m 0.62 - 0.637
15:55 us Michigan index preliminary Apr pts. 74.0 - 73.6

Source: BZ WBK, Reuters, Parkiet
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What’s hot this week - Inflation, balance of payments, conflict in NBP, numerous data abroad

Consumer prices (% YoY)
12 4

= This week starts the publication of next set of monthly
economic data. The most important information of the week
will be the CPI data for March. Our forecast, the market
consensus, and the Ministry of Finance estimates are
consistent and indicate a decline in CPI to 2.6% YoY from
2.9% in February, influenced among others by a much
weaker than last year food price growth.

= After Friday's NBP intervention, the market will mainly
focus on comments and possible further actions of the
central bank in area of exchange rate policy.

= On Monday the MPC holds a special meeting about the
rules of creating provisions for foreign exchange risk, but is
uncertain whether it will bring much new to the discussion
with the NBP Board, as the latter is waiting for the opinion of
the ECB. According to the Witold Kozihski, the opinion may
arrive within a couple of days.
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= Balance of payments data for February should be positive
for the exchange rate. We estimate that the current account
was in surplus of ca. €400m, due to low trade deficit (€100m)
and very large transfers of funds from the EU. Exports and
imports growth probably clearly accelerated due to strong
performance of industry and strengthening of the zloty.

= Our forecast and the market consensus predict
stabilisation of money supply growth in March at around
5%YoY, amid a slight acceleration of credit growth.
However, these data are usually of secondary importance to
the market.

= In the middle of the week, a publication of key data for
global markets will begin abroad. They will include among
others inflation and industrial production in the euro area and
U.S. data from the U.S. housing market, retail sales and
consumer sentiment index.

Economy last week - Interest rates in Europe unchanged, concerns over Greece persist

% Main interest rates in Poland and abroad
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= As expected, the ECB, the Bank of England and Bank of
Japan left key interest rates unchanged at levels of 1.0%,
0.5% and 0.1%. ECB president reiterated that rates are at
appropriate level, inflation expectations remain firmly
anchored, and recovery in the euro zone economy will be
moderate this year.

= The Bank of Australia has raised its main rate by 25 bp, to
4.25% and signalled the possibility of further monetary policy
tightening in response to the economic recovery.

= During the week, concerns about the success of the aid
plan for Greece increased, influenced by rumours that the
government does not want the IMF’s support because of the
severe conditions. ECB president’s announcement that the
bank will maintain relaxed collateral framework for loans was
perceived as positive for Greece, which supported moods
slightly.

Quote of the week - Central bank intervened

Witold Kozi nski, deputy NBP governor, TVN CNBC, 9 Apr
Personally, | cannot imagine such a situation, that the zloty
reached 3.60 per euro. (...) We'll see whether there will be an real
intervention in cash. | do not think in general if such a situation will
take place, the NBP would defended a specific exchange rate.

Dominik Radziwilt, deputy finance minister, Reuters , PAP, 9 Apr
There is full compliance on both sides of the Swietokrzyska street
as regards concerns over the strengthening of the zloty. NBP
translated words into deeds. This is definitely beneficial. This is a
factor that market participants must include in their analysis. (...)
MF cooperates with the NBP. It cannot be excluded that we buy
the currency as well.

In recent days, there was severity of the verbal FX intervention of
representatives of the NBP, MPC and the government, who drew
attention to the potential negative effects of the zloty appreciation for
the economy and reminded about the possibility of reaction of the
government and the central bank. The central bank apparently was
aware that words alone are not enough to effectively influence the
market, and on Friday afternoon, the NBP announced that it “has
purchased some amount of foreign currencies at a favourable
exchange rate”, weakening the zloty by ca. 1%. The next few days will
show how persistent is the effect of these actions, but it seems that the
moment of the intervention was quite good, and investors will now
have to be aware of change in exchange rate policy to more active,
which may help to stop pressure on the appreciation of the zloty.
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Market monitor

Zloty exchange rate NBP intervention weakened the zloty
3.10 - - 420 = While the first days after Easter saw a further appreciation
3.05 1 | 445 Of the zloty and EURPLN fell below 3.83, the end of the

week brought a turnaround in the domestic FX market. After

3.00 A L 410 . g i .
a series of comments about possible interventions, on Friday

2951 1405 the NBP actually came into action, weakening the zloty by

2.90 + - 400 1% to 3.89 vs. the euro and 2.89 to the dollar.

285 - 395 = One cannot exclude that the market will try to check whether

2.80 L 300 the NBP will intervene again and at what level. The balance of

275 | 35 Payments data should also be supportive for the zloty.

However, uncertainty regarding interventions, together with

210 £ £ £ £ 8 8 8 8 5 = 5 = 5 4 3% concerns about situation of Greece and in the region (Bulgaria
© ® 4 g b 4 5 g b N o g N informed of delay in its ERM2 entry u due to fiscal problems)
 uso (Ihs)v FEUR 9 T will limit zloty appreciation. We do not expect the EURPLN to
return below 3.85-3.86 in the near term.
% Yield curve Correction in the debt market
ggg il = In the debt market after a dozen or so sessions of yields

drop, there was a correction, fuelled by the realisation of

:jg il stop-loss transactions by some investors. Despite very good
5.90 results of the 2Y auction, the correction was continued along
500 - with zloty weakening and only on Friday bonds slightly
4.80 recovered mainly at the short end of the curve. In the money
4.60 - market there was clear drop of the WIBOR and FRA rates,
4.40 1 under influence of rising liquidity in the market and slight
4.20 1 change of the expectations regarding the MPC rates.

ggg | = The situation in the FX market and level of risk aversion will
3.60 4 have important influence on the debt market situation.

Assuming continuation of the zloty correction we expect

3.40
0 1 2 3 4 5 6 7 8 9 10 increase in yields. Market moods will be tested by auction of
—e—02-Apr-10  —e— 09-Apr-10 years 10Y bonds scheduled on Wednesday.
EURUSD rate Problems of Greece depressed the euro
1.46 - = After temporary recovery of the euro vs. the dollar, the past

week brought further clear decline of the EURUSD rate to
1447 1.329, under influence of increasing concerns about situation
142 | in Greece and hesitance of the Greek government to take

significant saving actions. The comments of ECB president
1.40 A helped the euro to rebound to 1.345.
138 | = Situation in Greece will remain one of the key drivers of
’ global moods. Another important issue will be speculation
1.36 1 regarding the revaluation of the Chinese yuan, which

according to many analysts may come yet before the visit of
1.34 7 the China’s president in Washington this week. During the

132 week there may be a series of comments of Fed

c £ £ £ 8 8 8 8 5 5 5 = 5 5 Trepresentatves, including Ben Bernanke’s testimony to the
© 8 8 g b 4 & & » & = & ~ = USCongress.
% 10y Bunds & Treasuries and spread bp High spread between German and US debt
4.00 - -9 = Concerns regarding the Greek problems were
3.90 I g0 accompanied by significant weakening of the Greek bonds
3.80 | ;0 and increase of the spread vs. German Bunds (which prices
3.70 - | 60 remained relatively stable) to record high levels (ca. 420 bp).
3.60 o In the US market after strengthening, yields returned to the
3.50 levels from the last week’s levels under influence of profit
3.40 - 40 taking and improvement of moods in the stock markets on
3.30 - 30 Friday.
3.20 - 20 = This week the macroeconomic data from the US and the
3.10 A - 10 euro zone scheduled for the second half of the week will be
3.00 ! ! p— ! ! ! ! p— ! ! o crucial for the debt markets (the data include inflation, output,
§ § § 5§ 3 8 8 8 &8 8 &8 & & retail sales), as they will signal how the recovery in the
® L § R LY 2g Ly 2 g N biggest economies moves on.
Spread (rhs) 10y Bund (lhs) 10y UST (lhs)
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This publication has been prepared by Bank Zachodni WBK S.A. (a member of AIB Group) 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 or an AIB Group 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. Treasury Division, Economic Analysis Unit, ul. Marszatkowska 142, 00-061 Warsaw,
Poland, phone (+48 22) 586 83 63, email ekonomia@bzwbk.pl, http://www.bzwbk.pl

mmmm Bank Zachodni WBK is a member of Allied Irish Banks Group



