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CEE Economics

MACROscope Lite
Too early to panic

B Preliminary data about GDP for entire 2023 turned out to be a big disappointment, showing the
increase of just 0.2%. We might have felt some satisfaction that this was a result almost exactly in
line with our forecast from over a year ago (in December 2022 we predicted 0.1% for the following
year), were it not for the fact that we have been rather among the optimists in recent months and
our last forecast was at 0.6%. Such a low annual reading could mean that the end of year the was
very weak (if we assume that there was no revision of the previous three quarters, then according
to our estimates GDP growth in 4Q fell by more than 1% q/q on a seasonally adjusted basis).
However, this is not a done deal: if there were some data revisions, then we actually know little
about the 4Q. Moreover, it is worth remembering that the preliminary GDP result for the entire year
can be subject to strong revisions - such was the case in 2022, when GDP was eventually revised
upwards by 0.4pp. (from 4.9% to 5.3%).

B Either way, the new data puts a question mark over the forecasts for 2024, especially in case of
those analysts who have recently raised their estimates strongly. We were not a part of this group
and continue to believe that GDP in 2024 is likely to grow by around 3% and its main drivers will
be consumption and investment. The acceleration in consumption will come from a strong growth
of household income, which will allow spending to grow in real terms even as the savings rate
recovers. Investment, on the other hand, will be supported by unblocked EU funds and the
continuation of processes related to automation, energy transformation, reorganisation of supply
chains. We remain cautious about the prospects for Polish exports, although it is worth noting that
there is an increasing number of signs of a gradual improvement of sentiment in global industry.

B Claims about a collapse in consumption seem premature, and we think so because of: firstly,
consistently improving consumer optimism indicators, secondly, strong growth in household loans,
including consumer credit, thirdly, the situation on the labour market and a strong increase in the
real purchasing power of personal incomes.

B The scenario for this year's CPI inflation, which we presented in our December report, remains
more or less valid: already in January CPI will approach 4%, in March it is likely to go down almost
to the inflation target of 2.5%, before rebounding in the following months, ending the year near
7%. Core inflation, on the other hand, will stabilise in the 4.5%-5.0% range.

B The central bank remains in the wait-and-see mode, and suggested that the March meeting will
be key, as this is when — according to the NBP Governor Adam Glapinski — "everything will be clear",
which will allow the MPC to mull further monetary policy decisions. We think that in early March the
state of knowledge about the inflation outlook will not be much greater than now - it seems
unlikely that we will know anything new about “anti-inflation shields”, only January CPI estimate
will be available, but still calculated with the use of the old CPI basket weights. The new NBP
forecasts will therefore still be based largely on arbitrary assumptions. We do not know exactly
what these assumptions will be, but intuition suggests that the new results will allow the MPC to
justify keeping interest rates unchanged. Importantly, the MPC should not be very disappointed by
the latest GDP data, as the November NBP staff forecasts assumed growth of just 0.3% in 2023.

B EURPLN moved markedly downwards after the elections, to the range of 4.30-4.40. In our
opinion, there is still some room for the zloty to strengthen in the coming months and in the first
half of the year, the exchange rate may approach 4.20-4.25. The impulse for this will be, firstly,
the verification of market expectations for interest rate cuts, after the MPC will not ease policy at the
next meetings despite falling inflation, and secondly, the start of disbursements from the National
Recovery Plan and cohesion funds, which we assume. A slight correction of the zloty is possible at
the end of the year, which could be fuelled on the one hand by an increase in the geopolitical risk
premium (linked to the US elections, among others), and on the other hand by the MPC possibly
starting a cycle of rate cuts.

B The debt market has so far reacted quite well to increased government bond supply since the
beginning of the year, but this could be related to high maturities in January and investors building
positions early in the year. In February and March, we assume significantly higher net issuance,
which, despite sustained demand for debt in global markets, may ultimately translate into a
slight correction in credit spreads and a steepening of the curve. The trend of gradual declines in
yields should continue over the coming months.
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Economy in charts
4Q GDP growth may be a disappointment ...mostly due to no rebound in private consumption.
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Retail sales also looked bleak in late 2023. The picture of stagnating consumption goes against consumer
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...revival in consumer credit ...and a solid rise of real incomes
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Inflation eased faster than expected, but will go up once the shields are Also, a new cost impulse showed up due to Red Sea crisis
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Markets in charts
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Economic Calendar
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MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY

29 January 30 31 1 February 2

No data releases CZ: GDP 4Q PL: GDP 2023 PL: Manufacturing PMI (Jan) US: Non-farm payrolls (Jan)
DE: GDP 4Q DE: HICP inflation (Jan) DE: Manufacturing PMI (Jan) US: Unemployment (Jan)
EZ: GDP 4Q US: ADP employment report (Jan) Ez: Manufacturing PMI (Jan) US: Factory orders (Dec)
EZ: ESI (Jan) US: FOMC rate decision EZ: HICP inflation (Jan) US: Durable goods orders (Dec)
HU: MNB rate decision EZ: Unemployment (Dec)
US: Conference Board (Jan) US: ISM Manufacturing (Jan)

5 6 7 8 9

CN: Caixin Services PMI (Jan) DE: Factory orders (Dec) PL: MPC rate decision CN: CPI inflation (Jan) PL: MPC Minutes

DE: Balance of trade (Dec)
DE: Services PMI (Jan)

EZ: Services PMI (Jan)

US: ISM Manufacturing (Jan)

12
No data releases

19
No data releases

HU: Industrial production (Dec)
CZ: Industrial production (Dec)
EZ: Retail sales (Dec)

13

PL: Balance of payments (Dec)
DE: ZEW (Feb)

US: CPlinflation (Jan)

20
PL: Wages (Jan)
PL: Employment (Jan)

DE: Industrial production (Dec)
CZ: Retail sales (Dec)
US: Balance of trade (Dec)

14

PL: GDP 4Q

HU: GDP 4Q

EZ: GDP 4Q

EZ: Industrial production (Dec)
HU: MNB Minutes

21
PL: Consumer sentiment (Feb)
PL: Construction output (Jan)

CN: PPl inflation (Jan)

15

PL: CPl inflation (Jan)

CZ: CPl inflation (Jan)

EZ: Balance of trade (Dec)

US: Retail sales (Jan)

US: Industrial production (Jan)

22

PL:
D

-

wv wun

M3 money supply (Jan)
: Manufacturing PMI (Feb)

m

DE: HICP inflation (Jan)
HU: CPI inflation (Jan)

16

US: Building permits (Jan)
US: Housing starts (Jan)
US: Michigan Index (Feb)

23
PL: Unemployment (Jan)
DE: GDP 4Q

PL: PPl inflation (Jan) PL: Retail sales (Jan) DE: Services PMI (Feb) DE: IFO (Feb)
PL: Sold industrial output (Jan)  US: FOMC Minutes EA: Manufacturing PMI (Feb)
EA: Services PMI (Feb)
26 27 28 29 1 March
US: New home sales (Jan) US: Durable goods orders (Jan)  EA: ESI (Feb) PL: GDP 4Q PL: Manufacturing PMI (Feb)
US: Conference Board (Feb) US: GDP 4Q DE: HICP inflation (Feb) CN: Caixin Manufacturing PMI
US: Personal income (Jan) (Feb)
US: Personal spending (Jan) DE: Manufacturing PMI (Feb)
EA: Manufacturing PMI (Feb)
US: Michigan index (Feb)
US: ISM manufacturing (Feb)
Source: GUS, NBP, Ministry of Finance, Bloomberg
Calendar of MPC meetings and data releases for 2024
| Il I \% \ Vi Vil Vil IX X Xl Xl
ECB decision 7 11 6 18 12 17 12
Fed decision 31 20 1 12 31 18 7 18
MPC decision 9 7 6 4 9 5 20 4 2 6 4
MPC minutes 11 9 8 8 13 7 5 22 4 8 6
Flash GDP* 14 15 14 14
GDP* 29 3 29 28
CPI 15 15 15 15 15 14 15 14 13 15 15 13
Core inflation 16
PPI 19 20 20 22 22 20 18 21 19 21 25 19
Industrial output 22 20 20 22 22 20 18 21 19 21 25 19
Retail sales 22 22 21 23 23 24 22 22 23 22 26 20
Gross wages, employment 22 20 20 22 22 20 18 21 19 21 25 19
Foreign trade 17 15 14 15 15 14 15 14 13 14 15 13
Balance of payments* 29 28 30 30
Balance of payments 12 13 15 12 14
Money supply 24 22 22 23 24 24 22 23 23 22 26 23

Source: GUS, NBP, Ministry of Finance,

* quarterly data
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Economic data and forecasts for Poland

Monthly economic indicators

Jan23 Feb23 Mar23 Apr23 May22 Jun23 Jul23 Aug23 Sep23 Oct23 Nov23 Dec23 Jan24 Feb24

PMI pts 47.5 48.5 483 46.6 47.0 45.1 435 43.1 439 445 48.7 47.4 471 47.7
Industrial production % yfly 1.8 -1.0 -3.0 -6.0 -2.8 -1.1 -2.3 -1.9 -3.3 1.9 -0.3 -3.9 3.1 2.5
Construction production % yfly 2.0 6.6 -1.6 1.1 -0.6 1.6 1.1 3.5 11.5 9.8 3.9 14.0 5.5 33
Retail sales 0

. % Yy 0.1 -5.0 -73 -73 -6.8 -4.7 -4.0 -2.7 -0.3 2.8 -0.3 -2.3 1.0 1.7
(current prices)
Unemployment rate % 5.5 5.5 5.4 52 5.1 5.0 5.0 5.0 5.0 5.0 5.0 5.1 54 54

Gross wages in corporate

cector % yfly 13.6 13.6 12.6 12.1 12.2 11.9 10.4 11.9 10.3 12.8 11.8 9.6 10.5 9.2

Employment i b
mploymentin corporate o o | 1.1 08 05 04 04 02 01 00 00 01 -02 01 03 -01

sector

Exports (€) % yly 19.2 14.8 16.1 1.8 4.3 4.0 0.0 -2.3 -4.2 2.3 -2.1 -3.6 3.1 3.9
Imports (€) % yly 10.4 -1.6 3.3 -9.6 -5.0 -5.8 -7.4 -11.9 -14.7 -7.7 -8.0 -9.9 4.7 6.6
Trade balance EURmn | 1,557 643 863 402 1,044 1,633 302 340 802 1,287 230 -321 1,169 -42

Current account balance EURmn | 2,246 1,467 1,372 -230 589 1,272 157 556 1,176 2,119 1,325 99 1,766 710
Current account balance % GDP -2.0 -1.3 -0.8 -0.5 -0.2 0.0 0.1 0.5 1.0 11 1.4 1.6 1.5 1.4
CPI % yy 16.6 18.4 16.1 14.7 13.0 11.5 10.8 10.1 8.2 6.6 6.6 6.2 4.1 3.2

Pl ing fi
CPlexcluding food and %yy | 117 120 123 122 115 111 106 100 84 80 73 69 67 58

energy
PPI % yly 20.1 18.2 10.3 6.2 2.8 0.3 -2.1 -2.9 -2.7 -4.2 -5.1 -6.4 -8.6 -8.3
Broad money (M3) % yy 6.9 7.4 6.5 6.7 7.1 7.9 8.0 7.3 8.3 8.2 7.6 8.5 7.9 7.0
Deposits % yly 7.5 9.1 8.9 9.4 9.2 9.8 9.9 9.1 9.8 9.8 8.9 9.8 10.5 9.0
Loans % yly 1.5 0.7 0.4 -1.0 -0.8 -1.1 -1.8 -3.1 -1.7 -2.1 -1.6 0.0 1.2 1.3
EUR/PLN PLN 4.70 4.74 4.69 4.64 4.54 4.46 4.44 4.46 4.60 4.51 4.40 4.33 4.36 4.33
USD/PLN PLN 4.36 4.43 4.38 4.23 418 412 4.02 4.09 4.30 4.27 4.07 3.97 4.00 3.99
CHF/PLN PLN 4.72 4.79 474 4.71 4.65 4.57 4.60 4.65 4.79 4.72 4.57 4.59 4.66 4.59
Reference rate * % 6.75 6.75 6.75 6.75 6.75 6.75 6.75 6.75 6.00 5.75 5.75 5.75 5.75 5.75
3M WIBOR % 6.95 6.93 6.92 6.90 6.90 6.90 6.81 6.69 5.99 5.68 5.76 5.86 5.87 5.87
Yield on 2-year T-bonds % 6.10 6.26 6.12 6.13 5.93 5.93 5.51 5.40 5.03 5.23 5.32 5.10 5.00 4.89
Yield on 5-year T-bonds % 6.00 6.21 6.11 6.07 5.90 5.79 5.41 5.39 5.23 5.44 5.33 5.00 5.07 5.08
Yield on 10-year T-bonds % 6.06 6.26 6.17 6.09 5.94 5.94 5.57 5.61 5.70 5.86 5.57 5.24 5.28 5.35

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

& Santander Bank Polska S.A.
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Quarterly and annual economic indicators

2021 2022 2023 2024 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24 4Q24

GDP PLNbn | 2,631.3 3,067.5 3,382.0 3,599.9 | 799.9 816.7 845.4 920.0 832.6 863.3 931.0 1,002.2
GDP % yly 6.9 53 0.2 3.0 -0.3 -0.6 0.5 0.9 2.2 3.1 33 35
Domestic demand % yly 85 5.2 -4.1 4.1 -4.8 -2.9 -5.2 -3.4 1.8 2.5 5.8 6.1
Private consumption % yly 6.2 5.2 -1.0 3.0 -2.0 -2.8 0.8 0.0 2.5 2.5 3.0 4.0
Fixed investments % yly 1.2 4.9 8.0 4.2 6.8 10.5 7.2 7.5 6.0 3.5 4.0 4.0
Industrial production % yly 14.5 10.4 -1.9 3.9 -0.9 -3.3 -2.5 -0.7 1.2 4.7 5.1 4.6
Construction production % yly 1.6 7.6 4.9 12.2 1.9 0.6 5.4 9.5 5.4 12.9 16.5 12.2
Retail sales

. % yly 7.4 5.5 -3.6 2.7 -5.3 -6.8 -2.6 0.1 2.4 1.6 2.2 4.4
(constant prices)
Unemployment rate * % 5.8 5.2 5.1 4.9 5.4 5.0 5.0 5.1 5.3 4.9 4.8 4.9
Gross wages in the national

% yly 8.9 121 12.6 9.7 14.3 13.8 11.0 11.3 9.8 9.5 9.5 9.8
economy
Employment in the national
% yly 0.6 2.0 0.5 -0.1 1.0 0.8 0.4 -0.2 -0.2 -0.3 -0.1 0.1

economy
Exports (€) % yly 19.5 22.2 3.8 3.4 16.6 33 -2.1 -1.1 1.8 2.2 4.0 5.5
Imports (€) % yly 27.0 27.7 -6.0 6.8 3.7 -6.8 -11.4 -8.5 43 6.2 7.9 9.0
Trade balance EURmn | -7,682 -24,274 8,768 -2,290 3,060 3,057 1,455 1,196 1,004 -49 -1,504  -1,740

Current account balance EURmn | -7,398 -15716 12,134 1,786 5,089 1,600 1,902 3,543 2,737 -1,605 -778 1,432

Current account balance % GDP -1.3 -2.4 1.6 0.2 -0.7 0.0 1.0 1.6 1.3 0.8 0.5 0.2
General government
% GDP -1.8 -3.8 -5.3 -5.1 - - - ° = = = =

balance
CPI % yly 5.1 14.4 11.4 4.9 17.0 13.1 9.7 6.4 3.3 3.5 6.1 6.6
CPI* %vyly 8.6 16.6 6.2 6.7 16.1 11.5 8.2 6.2 2.5 3.8 6.6 6.7

PI ing f
CPlexcluding food and %yly 41 9.1 10.2 4.9 120 116 9.7 7.4 5.8 45 46 49
energy
PPI %vyly 7.9 22.4 2.9 -4.0 16.2 3.1 -2.6 -5.2 -8.3 -5.6 -2.7 0.5
Broad money (M3) * % yly 8.9 5.4 8.5 8.9 6.5 7.9 8.3 8.5 7.5 8.3 6.2 8.9
Deposits * % yly 8.8 5.8 9.8 9.2 8.9 9.8 9.8 9.8 9.3 10.0 8.0 9.2
Loans * %vyly 5.1 1.4 0.0 8.1 0.4 -1.1 -1.7 0.0 1.0 2.9 5.0 8.1
EUR/PLN PLN 4.57 4.69 4.54 4.31 4.71 4.55 4.50 4.42 4.34 4.28 4.28 4.35
USD/PLN PLN 3.86 4.46 4.20 3.85 4.39 4.18 4.13 4.10 3.97 3.84 3.78 3.80
CHF/PLN PLN 4.22 4.67 4.68 4.29 4.75 4.65 4.68 4.63 4.56 4.25 4.17 4.18
Reference rate * % 1.75 6.75 5.75 5.25 6.75 6.75 6.00 5.75 5.75 5.75 5.75 5.25
3M WIBOR % 0.54 6.02 6.52 5.72 6.93 6.90 6.50 5.77 5.86 5.84 5.75 5.42
Yield on 2-year T-bonds % 0.79 6.35 5.67 4.71 6.16 6.00 5.31 5.22 4.93 4.83 4.66 4.42
Yield on 5-year T-bonds % 1.39 6.36 5.66 4.91 6.11 5.92 5.34 5.26 5.09 5.04 4.84 4.68
Yield on 10-year T-bonds % 1.97 6.10 5.83 5.14 6.16 5.99 5.63 5.56 5.34 5.24 5.05 4.93

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

& Santander Bank Polska S.A. 6
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IMPORTANT DISCLOSURES

This report has been prepared by Santander Bank Polska S.A. registered in Poland and authorized and regulated by The Polish Financial Supervision Authority.

This material has been prepared for information purposes only and does not constitute a prospectus or other offering document, a solicitation or an offer to buy
or sell any securities, related investments or other financial instruments. This report is neither research, a “research report” as commonly understood under the
securities laws and regulations promulgated thereunder nor an investment advice.

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. 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 any instruments.

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 Santander Bank Polska S.A.. 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 report is general information intended for recipients
who understand the risks associated with investment.. 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 financial
instruments or derivatives mentioned, discussed or related to in this report. All reasonable care has been taken to ensure that the information contained in this
report is not untrue or misleading. No representation, however, 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 onit.

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 opinions 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.

© Santander Bank Polska S.A. 2024. All Rights Reserved.
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