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Reference rate 4.0% is perfect, but could be lower

Piotr Bielski, tel. +48 691 393 119, piotr.bielski@santander.pl

NBP president Adam Glapinski kept the door open for further monetary easing at today's conference. He said the MPC is now likely to enter a
wait-and-see mode to observe the situation for some time, but then it may resume cutting rates, if the data allow.

The next central bank’s decisions will remain strongly dependent on the new data and next NBP projections. Glapinski said his own view is
quite conservative and he would be happy with maintaining the current 4.0% reference rate (which is “perfect”) for a longer period, but other
MPC members may prefer to cut interest rates a little more, possibly to 3.75-3.50%.

The comments suggest, in our view, that the MPC is likely to keep rates on hold in January-February. In January, the last inflation data known
for the MPC will be flash CPI for December, which is likely to tick higher to 2.6% y/y due to low base effect. At the February meeting, the
Council will have almost no new information on inflation (apart from the final CPI for December), as there are no flash CPI prints for Jan-Feb. In
March, they will know preliminary January CPI, still before its revision based on the new weights, plus the results of the new NBP projection.
We think it may be enough to trigger another rate cut if only this preliminary CPI falls below 2.5% (as we currently predict). Then, we expect
another rate cut in April or May (more likely the latter), which will leave the main reference rate at 3.5% until the end of the year.
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