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CEE Economics

MACROscope Lite
Gasocalypse now

B Since the publication of our previous report in mid-July, a number of news have emerged
that make us increasingly cautious about the economic outlook. GDP data for the second quarter
surprised with a strong decline of 2.1% g/q and, although this was mainly the result of inventory
correction, the outlook for consumption and investment is looking less and less rosy. The biggest
risk is the situation on the energy markets in Europe, which face a real threat of a gas shortage
during the winter season due to a reduction in supplies from Russia. There is growing evidence
that sharp increase in market prices for gas and electricity is already urging some companies to
reduce their operations. If supplies had to be rationed in the winter, the scale of the problem
would be incomparably greater. There are also growing concerns about the liquidity of the
energy sector in Europe (before energy companies benefit from high selling prices, they may
need to accumulate more cash as a collateral for hedging transactions). Governments in Europe
are likely to intervene to limit the impact of the crisis on the corporate and consumer sectors.
However, the scale of the problem is such that absorbing the growing debt supply could be quite
a challenge for markets, especially in an environment of monetary tightening by major central
banks. Record high inflation means that throwing a lifeline in the form of next rounds of QE will
be a last resort.

B We have revised down our GDP growth forecasts: to 3.5% this year and 0.5% in 2023
(previously: 4.7% and 1.4%). It should be remembered that this year's rate is heavily inflated
by the effect of a strong start to the year and such a scenario means a de facto recession in
Poland this year and a gradual recovery from the bottom since mid-2023. It is far too early
to rule out further downward revisions if the gas crisis intensifies.

B We remain cautiously optimistic about the labour market, anticipating only a slight
increase in unemployment at the expense of fading wage growth. However, the greater the
scale of the energy shortage and the resulting problems for companies turns out to be, the
more the scale of layoffs may pick up.

B Inthe baseline scenario, we forecast inflation to peak at 18-19% y/y in early 2023 (after
stabilising in Q4 2022) and then gradually decline to around 8% by the end of 2023. However,
the uncertainty surrounding energy prices and the government's sheltering measures means
that the margin of error for these forecasts is huge (in the theoretical scenario when
government blocks any increase in energy tariffs in 2023, CPI could drop below 5%).

B Polish government, like others in Europe, is likely to take further measures to protect
citizens from drastic increases in energy costs, but these measures may take different forms
and size, difficult to guess at present. We see the government's draft budget for 2023 with a
fiscal deficit of 4.4% of GDP as difficult to implement, as we already see unrealistic
assumptions for VAT revenues and a lack of resources for the 14th pensions, carbon subsidies
and further shielding measures at this stage. The greater the scale of the fiscal expansion, the
greater the risk of perpetuating elevated inflation for longer.

B The Monetary Policy Council will raise interest rates by 25bps in September and again
on a similar scale in October or November, in our view. Then, it will probably adopt a wait-
and-see approach, without announcing a definitive end to the cycle. What happens next will
be determined by the next data and economic developments - if the scenario is close to our
expectations (demand destruction, wage deceleration, gradual inflation decline), the
reference rate need not rise above 7.0%. The international context will be also important - it
will be harder to stop tightening in a scenario of aggressive rate hikes by the Fed and ECB (due
to the currency market pressure, among others).

B On the financial markets the most likely scenario is the persistence of high volatility. An
environment of global recession, high inflation, fiscal expansion and monetary tightening
abroad is unsupportive for risk appetite. Unless major central banks radically change course,
we assume a further increase in global bond yields as a result of rising debt supply and fading
global liquidity. Under these conditions, the room for bond strengthening in the local market
will be limited, at least as long as investors are not convinced that the monetary tightening
cycle is over.

B Macroeconomic fundamentals will not be supportive for the zloty in the coming months,
so we expect EURPLN to flirt with the 4.80 level until the end of the year.
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Poland’s GDP according to the current scenario
and previous forecasts (4Q19=100, s.a.)
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Recently released Economic Comments:

= Economy slowing, while inflation growing

= Consumer durables in dire straits

= Everything slows down

= Shrinking economy with expanding labour

market

= Winter is coming

= CPlincreased a bitin July

= Another delivery of weak June numbers

= June data suggesting incoming slowdown
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Economy in charts

Economic growth collapse came earlier than expected, although mostly Soon the collapse will also be seen in consumption and investments
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Demand for durable consumer goods is already down...

8 ..and itis harder for companies to pass costs to own prices
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..and are less likely to yield to wage pressure Sentiment indicators are also signalling that we are entering a recession
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Unfortunately, this does not mean that inflation will give up soon Governments offered help in the face of the energy crisis:
20 4 cPI Governments allocated funding (Sep 2021 - Jul 2022) to shield households and businesses from
18 4 the energy crisis (updated 10.08.2022)
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Markets in charts
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Zloty exchange rates
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Poland asset swap spreads (bp)
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10Y bond yield spreads vs Bund
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MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY
1 September 2
PL: Manufacturing PMI (Aug)  DE: Export (Jul)
HU: GDP (2Q) US: Nonfarm payrolls (Aug)
DE: Manufacturing PMI (Aug) US: Unemployment rate (Aug)
EZ: Manufacturing PMI (Aug) US: Durable goods orders (Jul)
EZ: Unemployment rate (Jul) US: Factory orders (Jul)
US: ISM Manufacturing (Aug)
5 6 7 8 9
CN: Services PMI (Aug) DE: Factory orders (Jul) PL: NBP interest rate decision  HU: Inflation (Aug) CN: Inflation (Aug)
DE: Services PMI (Aug) CZ: Industrial production (Jul) HU: Industrial production (Jul) EZ: ECB interest rate decision CN: PPI (Aug)
EZ: Services PMI (Aug) US: Services ISM (Aug) DE: Industrial production (Jul)
EZ: Retail sales (Jul) EZ: GDP (2Q)
US: Labour Day US: Trade Balance (Jul)
12 13 14 15 16
CZ: Inflation (Aug) PL: Current account (Jul) HU: Industrial production (Jul) PL: Inflation (Aug, final) PL: Core CPI (Aug)
CZ: Current account (Jul) EZ: Industrial production (Jul) US: Retail sales (Aug) CN: Industrial production (Aug)
DE: ZEW Index (Sep) US: PPI (Aug) UK: BOE interest rate decision CN: Retail sales (Aug)
US: CPlinflation (Aug) CN: Unemployment rate (Aug)
EZ: HICP (Aug)
US: Michigan index (Aug)
19 20 21 22 23
DE: PPI (Aug) CN: PBoC interest rate decision ~ PL: Construction output (Aug)  PL: M3 (Aug) PL: Unemployment rate (Aug)
EZ: Construction output (Jul) PL: Wages, employment (Aug)  PL: Retail sales (Aug) CH: SNB interest rate decision DE: PMI (Sep, flash)
PL: Industrial production (Aug)  CZ: CNB interest rate decision EZ: PMI (Sep, flash)
PL: PPI (Aug) US: FED interest rate decision US: PMI (Sep. flash)
EZ: Current account (Jul) US: Existing home sales (Aug)
26 27 28 29 30
DE: CPI Inflation (Sep) HU: NBH interest rate decision ~ DE: Consumer confidence (Oct)  DE: HICP Inflation (Sep, flash) PL: Inflation (Sep, flash)
DE: IFO Index (Sep) DE: Consumer confidence (Jul) ~ US: GDP (2Q) EZ: ESI (Aug) CZ:GDP (2Q)
EZ: M3 (Sep) US: Pending home sales (Aug) HU: PPI (Aug)
US: Consumer confidence (Sep) DE: Unemployment rate (Sep)
US: Durable goods orders (Sep) DE: Retail sales (Sep)

US: New home sales (Sep)

EZ: HICP inflation(Sep, flash)
US: PCE inflation (Sep)
CN: Composite PMI (Sep)

Source: GUS, NBP, Ministry of Finance, Bloomberg

Calendar of MPC meetings and data releases for 2022

| Il 1l v \Y Vi Vil Vil IX X Xl XIl
ECB decision 3 10 14 9 21 8 27 15
Fed decision 26 16 15 27 21 2 14
MPC decision 4 8 8 6 5 8 7 7 5 9 7
MPC minutes 7 10 10 8 6 10 8 25 10 9
Flash GDP* 15 17 17 15
GDP* 28 31 31 30
CPI 14 15 15 15 13 15 15 12 15 14 15 15
Core inflation 16 16 17 16 16 16 16 18 16 16
PPI 21 18 18 21 20 21 20 19 20 20 22 20
Industrial output 21 18 18 21 20 21 20 19 20 20 22 20
Retail sales 24 21 21 22 23 22 21 22 21 21 23 21
Gross wages, employment 21 18 18 21 20 21 20 19 20 20 22 20
Foreign trade 17 15 15 15 17 15 15 16 15 14 17 15
Balance of payments* 31 30 30
Balance of payments 13 14 16 13 13 13 14 12 13
Money supply 26 22 22 25 24 23 22 23 22

Source: GUS, NBP, Ministry of Finance,

* quarterly data
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Economic data and forecasts for Poland

Monthly economic indicators

Aug21 Sep21 Oct21 Nov21l Dec21 Jan22 Feb22 Mar22 Apr22 May22 Jun22 Jul22 Aug22 Sep22

PMI pts 56.0 53.4 53.8 54.4 56.1 545 54.7 52.7 524 48.5 44.4 421 40.9 39.9
Industrial production % y/y 13.0 8.7 7.6 14.8 16.3 18.0 17.3 15.4 12.4 14.9 10.4 7.6 12.9 11.5
Construction production % y/y 10.2 4.2 4.1 12.8 3.1 20.8 21.2 27.6 9.0 13.0 5.9 4.2 1.0 2.6

Retail sales

K % yly 10.7 11.1 14.4 21.2 16.9 20.0 16.5 22.0 334 23.6 19.9 18.4 17.3 14.2
(current prices)

Unemployment rate % 5.8 5.6 55 54 54 5.5 5.5 5.4 5.2 5.1 4.9 4.9 4.8 4.8

G i b
r°tsswages'”c°rp°rae %yy | 95 87 84 98 112 95 117 124 141 135 130 158 131 137
sector

Empls ti t
mploymentincorporate o 0 | 09 06 05 07 05 23 22 24 28 24 22 23 25 26

sector

Exports (€) % yly 23.9 9.4 8.9 7.4 26.6 19.9 11.2 18.7 7.9 27.2 25.8 19.4 23.5 19.0
Imports (€) % yly 33.6 22.4 24.2 239 35.1 35.0 22.1 38.2 24.5 36.4 315 22.5 29.4 23.6
Trade balance EURmn | -712 -915  -1,099 -1,153 -938 -1,208 -1,659 -3,537 -2,620 -1,157 -849 -1,330 -2,270 -2,239

Current account balance EURmn | -527 -1,817 -1,368 -1,269 -2,685 -1,046 -3,787 -4010 -3,476 -1,485 -1,468 -1,861 -1,762 -2,864

Current account balance % GDP 1.5 0.9 0.3 -0.1 -0.7 -1.4 -2.1 -2.7 -3.5 -3.8 -3.9 -4.0 -4.2 -4.3
Budget balance

. PLN bn 43.4 47.6 51.9 50.4 -26.3 223 11.3 -0.3 9.2 121 27.7 34.7 30.9 283
(cumulative)

0,

Budget bf':\lance Yo of FY -52.7 -578 -63.0 -61.2 32.0 -746  -37.7 0.9 -30.8 -403 -92.8 -1159 -103.2 -94.7
(cumulative) plan
CPI % yly 5.5 5.8 6.9 7.9 8.8 9.4 8.5 11.0 12.4 13.9 15.5 15.6 16.1 16.1

CPl excluding food and
excuding feodan %yly | 39 42 45 47 53 61 67 69 77 85 91 93 99 98

energy
PPI %yly | 96 103 120 136 144 161 161 219 241 247 256 249 237 236
Broad money (M3) %yly | 9.1 8.6 86  10.1 8.9 7.7 8.0 7.9 8.2 76 6.5 6.2 6.1 56
Deposits %yly | 74 7.0 74 9.4 8.8 78 7.0 59 6.4 6.3 5.5 55 56 5.0
Loans %yly | 23 27 35 48 5.1 49 6.2 6.4 74 6.8 73 6.8 6.9 59
EUR/PLN PLN 457 457 459 465 462 455 A55 476 465 465 464 477 472 475
USD/PLN PLN 388 388 396 407 408 402 401 432 429 440 439 469 466 471
CHF/PLN PLN 425 421 429 442 444 438 435 464 455 449 453 483 487 48]
Reference rate * % 010 010 050 125 175 225 275 350 450 525 600 650 650 675
3M WIBOR % 021 023 061 156 235 278 333 427 548 641 685 703 704 724
Yield on 2-year T-bonds % 040 054 155 280 304 331 372 519 636 652 747 748 691 732
Yield on 5-year T-bonds % 011 140 274 307 353 398 403 521 651 698 754 678 624 685
Yield on 10-year T-bonds % 176 202 261 307 334 400 398 490 601 667 722 641 58 638

Note: * at the end of the period.
Source: GUS, NBP, Finance Ministry, Santander Bank Polska estimates.
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Quarterly and annual economic indicators

2020 2021 2022 2023 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23

GDP PLNbn | 2,339.0 2,622.2 3,0046 3,3843 687.0 719.7 751.4 846.5 773.9 825.9 844.1 940.4
GDP % y/y -2.2 59 3.5 0.5 8.5 5.5 1.7 -0.4 -2.7 -0.3 1.1 3.1
Domestic demand % y/y -2.9 76 4.0 0.0 13.2 7.2 0.6 -2.3 -5.0 0.0 1.5 2.7
Private consumption % yly -3.0 6.1 3.8 2.6 6.6 6.4 1.2 1.5 2.0 1.5 3.0 4.0
Fixed investments % y/y -4.9 3.8 3.7 -1.5 43 7.1 35 1.5 -2.0 -3.0 -2.0 0.0
Industrial production % y/y -1.1 14.5 9.9 -1.7 16.8 12,5 10.7 0.7 -5.5 -4.2 -2.8 5.7
Construction production % yly -3.5 1.6 6.1 -5.1 237 9.2 2.9 -2.0 -12.7 -9.0 -2.7 0.7
Retail sales
. % yly -3.0 7.4 3.5 -1.2 9.7 9.7 0.8 -4.7 -8.3 -4.6 1.0 6.9
(constant prices)
Unemployment rate * % 6.2 54 4.9 5.6 5.4 4.9 4.8 4.9 53 53 5.3 5.6
Gross wages in the national
% yly 53 8.9 11.2 7.8 9.7 11.8 12.1 11.0 9.9 8.0 6.7 6.5
economy
Empl tin the national
mploymentinthe nationat o on | -1.0 0.4 18 0.0 19 18 18 1.9 0.4 -0.1 -0.2 -0.2
economy
Exports (€) % y/y 1.3 18.7 13.4 -6.5 16.5 19.8 20.6 -1.6 -12.7 -10.5 -8.2 6.2
Imports (€) % y/y -3.4 25.6 20.9 -6.7 31.7 30.6 25.2 0.3 -12.8 =122 -8.0 7.0
Trade balance EURmn | 12,472 -470 -21,580 -19,296 | -6,463 -4626 -5839 -4652 -5586 -2,533 -5588 -5590

Current account balance EURmn | 15,287 -4,128  -27948 -20,877 | -8883 -6429 -6487 -6,149 -7,448  -2,165  -4,871 -6,393

Current account balance % GDP 2.9 -0.7 -4.4 -2.9 -2.7 -3.9 -4.3 -4.4 -4.1 -3.3 -3.0 -2.9
General government
% GDP -6.9 -1.9 -3.6 -4.7 - - = = = = = =

balance
CPI % yly 3.4 5.1 13.7 11.8 9.6 13.9 15.9 15.4 16.8 12.2 9.8 83
CPI* % yly 2.4 8.8 15.2 83 11.0 15.5 16.1 15.2 15.1 10.9 9.2 7.9
CPI excluding food and

exciuding feod an %yly 39 41 8.7 6.5 6.6 8.4 9.7 9.9 83 6.8 5.8 5.1
energy
PPI % yly -0.6 7.9 22.0 8.1 18.0 24.8 24.0 21.2 15.4 7.0 5.4 4.6
Broad money (M3) * % yly 16.4 8.9 2.2 5.4 7.9 6.5 5.6 2.2 1.4 3.0 2.6 5.4
Deposits * % yly 123 8.8 1.0 5.0 5.9 5.5 5.0 1.0 2.4 3.0 3.1 5.0
Loans * % yly 0.2 5.1 3.2 37 6.4 73 5.7 3.2 1.8 0.9 1.7 3.7
EUR/PLN PLN 4.44 4.57 4.70 4.76 4.62 4.65 4.75 4.79 4.80 4.78 4.74 4.71
USD/PLN PLN 3.89 3.86 4.46 4.47 4.11 4.36 4.69 4.67 4.62 4.53 4.43 432
CHF/PLN PLN 4.15 4.22 4.64 4.50 4.46 4.52 4.84 4.74 4.64 4.53 4.45 4.38
Reference rate * % 0.10 1.75 7.00 6.50 3.50 6.00 6.75 7.00 7.00 7.00 6.75 6.50
3M WIBOR % 0.67 0.54 6.08 7.06 3.46 6.25 7.10 7.50 7.31 7.20 7.05 6.68
Yield on 2-year T-bonds % 0.50 0.79 6.36 6.88 4.07 6.78 7.24 7.35 7.15 7.05 6.83 6.48
Yield on 5-year T-bonds % 0.96 1.39 6.25 6.50 4.41 7.01 6.62 6.95 6.80 6.60 6.40 6.20
Yield on 10-year T-bonds % 1.52 1.97 5.92 6.21 4.29 6.63 6.21 6.55 6.40 6.25 6.15 6.05

Note: “at the end of period. Source: GUS, NBP, Finance Ministry, Santander Bank Polska estimates.
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IMPORTANT DISCLOSURES

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

This report is issued in Poland by Santander Bank Polska S.A., 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”). Santander London is registered in the UK (with FRN 136261) and subject to limited regulation by the FCA and PRA. Santander Bank Polska S.A., 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
orin part) or delivered or transmitted to any other person without the prior written consent of Santander Bank Polska S.A..

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.

Santander Bank Polska S.A. and its legal affiliates 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.
Santander Bank Polska S.A. 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.

Santander Bank Polska S.A. 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.

Santander Bank Polska S.A. and/or a company in the Santander Group is a market maker or a liquidity provider for EUR/PLN.

Santander Bank Polska S.A. and/or a company of the Santander Group has been lead or co-lead manager over the previous 12 months in a publicly disclosed offer of or on financial
instruments issued by the Polish Ministry of Finance or Ministry of Treasury.

Santander Bank Polska S.A. and/or a company in the Santander Group expects to receive or intends to seek compensation for investment banking services from the Polish Ministry of Finance
or Ministry of Treasury in the next three months.

ADDITIONAL INFORMATION

Santander Bank Polska S.A. 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, Santander Bank Polska S.A. 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 Santander Bank Polska S.A. is prepared in accordance with the Santander Group policies for managing conflicts of interest. In relation to the production of
investment research, Santander Bank Polska S.A. 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 research activity. Information concerning the management of conflicts of interest and the internal rules of conduct are
available on request from Santander Bank Polska S.A..

COUNTRY & REGION SPECIFIC DISCLOSURES

Poland (PL): This publication has been prepared by Santander Bank Polska S.A. for information purposes only and it is not an offer or solicitation for the purchase or sale of any financial
instrument. 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. Information presented in the publication is not an investment advice.
Resulting from the purchase or sale of financial instrument, additional costs, including taxes, that are not payable to or through Santander Bank Polska S.A., can arise to the purchasing or
selling party. Rates used for calculation can differ from market levels or can be inconsistent with financial calculation of any market participant. Conditions presented in the publication are
subject to change. Examples presented in the publication is for information purposes only and shall be treated only as a base for further discussion.

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by Banco Santander, S.A. Investment research
issued by Banco Santander, S.A. has been prepared in accordance with Grupo Santander’'s policies for managing conflicts of interest arising as a result of publication and distribution of
investment research. Many European 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 relevant persons. Any investment or investment activity to which this document relates is only regarded as being
provided to professional investors (or equivalent) in their home jurisdiction.

© Santander Bank Polska S.A. 2020. All Rights Reserved.
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