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GDP growth higher than expected, inflation under co

Mixed data about GDP in Europe; dovish Yellen's rhe  toric
supported financial markets

Polish October’s inflation below forecast, while Q3 GDP higher
than expected

Zloty and Polish debt slightly stronger after data releases; no
big changes in EURUSD

Today, in Poland core inflation and government comm ittee’s
meeting regarding OFE overhaul; US industrial outpu  tin the

afternoon

Yesterday's flash data on Q3 GDP in European countries have clearly
affected trade in the first part of the session. Estimate for the euro zone
was slightly below expectations, which put a pressure on the single
currency. This outcome fuelled worries that the ECB may take more
actions. Quite considerable surprises were delivered by data from the
Czech Republic and Hungary. Czech economic growth slowed down
after only one quarter of improvement. On the other hand, Hungarian
economy rebounded stronger than expected — GDP growth in Q3 was
at the highest level since Q1 2011. These numbers considerably
affected the koruna and the forint. Domestic data also proved better
than expected. Polish GDP growth accelerated in Q3 to 1.9%YoY,
beating expectations and confirming that economic revival is gaining
steam. At the same time, inflation remained low — CPI decelerated in
October to 0.8%YoY.

MPC'’s Elzbieta Chojna-Duch said after the GDP data that GDP growth
may amount to ca. 3% in 2014. She confirmed that rates will be stable
until mid-2014. In the afternoon, after CPI release, Adam Glapinski
reiterated that MPC may not change rates until the end of next year. In
his view “growth in Q3 is still nothing radical, it [the recovery] has to last
a few more quarters”. In general, the data did not change our
assessment of economic outlook and expectations on monetary policy
— GDP growth will be gradually accelerating (approaching 3% in 2014),
while inflation will be slowly climbing. As a result, rates will remain flat
until mid-2014, as the MPC declared, but the first hike is possible in Q3
2014.

In the afternoon the market focused on speech of the Fed chairman
nominee before the US Senate Banking Commission. Janet Yellen said
that the central banks should be careful not to limit economic stimulus
too early, but at the same time the loose monetary policy should not be
implemented for too long. In her view, benefits from the QE outweigh
the costs and asset purchases programme should not be extinguished
as long as the recovery is fragile. This comment of the next Fed
governor awoke hopes that the US central bank may postpone QE3
tapering until later that currently expected (1Q2014), which supported
financial markets (including equity market).

EURUSD declined in the first part of the session to 1.342 after the euro
zone's flash GDP data proved slightly weaker than expected. In the
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following hours the exchange rate was stable as the market awaited
what Yellen will say at the hearing. The speech of the Federal Reserve
chairman nominee at the US Senate banking committee had
moderately positive impact on the euro. At the end of the day EURUSD
was close to 1.347 and is hovering around this level today in the
morning. In the first part of the session final data on euro zone's
October HICP is due to be released — when last week flash data
showed deep decline, the euro lost visibly versus the dollar. In the
afternoon vital data on the US industrial output will be published.
Resistance for today is at 1.35, support at 1.34.

EURPLN declined yesterday to nearly 4.18 due to, among others, data
on domestic GDP that proved better than expected. The domestic
currency lost slightly vs. the dollar due to the decline of EURUSD.
Thursday was another day of weakening of Czech koruna — EURCZK
increased to 27.205, mainly due to disappointing data on flash GDP in
Q3 in Czech Rep. On the other hand, positive surprise from Hungary
had positive, but limited and only temporary, impact on the forint —
EURHUF declined to 297.2, but at the end of the day it rebounded
close to opening level (298.5). Today in the morning EURPLN is close
to 4.18, the zloty has pared all losses suffered at the beginning of the
week when Polish market was closed. Data from the euro zone and the
US may have some impact on the zloty. First short term support is at
4.175, resistance at 4.22.

On the domestic interest rate market IRS declined slightly, the biggest
impact on this move was provided by data on October's CPl and most
visible move was recorded on the short end of the curve. 10Y rate
closed at 4.05%, 5Y at 3.62% and 2Y at 2.97%. Yields of bonds
declined at similar scale, in this case big drop was also recorded on the
short end of the curve. Yesterday 1M and 3M WIBOR rates declined by
1bp, other in 1-12M segment remained unchanged. 3M WIBOR rate
terminated the stabilization lasting for 13 sessions. Today at 14:00CET
data on October’s core CPI will be released. CPI inflation decline was
mainly due to exceptionally low food prices, while remaining categories
surprised to the upside. Thus, we think core CPI after excluding food
and energy prices increased slightly (to 1.4%YoY). If our estimates are
confirmed, then today's release may weaken somewhat the dovish
message from today’s CPI data.

Today at the special meeting the government’s committee will deal with
the draft of bill on changes in pension system. After consultations, the
new project assumes (1) lack of minimum 75% share of funds that have
to be allocated into stocks by OFE, (2) extension of the time for making
a decision whether to choose ZUS or OFE to 4 months from 3 months
and (3) giving the OFE opportunity of invest in bonds issued by the
BGK state bank (in these bonds, which will not be guaranteed by the
state). The mechanism of gradual liberalization of limit for foreign
investments by OFE was sustained, as well as cutting fees collected by
OFE and the gradual transfer of funds from OFE to ZUS starting 10
years before the retirement age (in monthly instalments).
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FX market
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*Information shows mid levels on the interbank market at the end of the trading day
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Economic calendar

‘?vzv'?”s\ COUNTRY INDICATOR PERIOD MARI:::ECAS:ZWBK REALIZACJA VII-\ﬁJE*
FRIDAY (8 November)
14:30 us Non-farm payrolls Oct k 120 - 204 163
14:30 us Unemployment rate Oct % 7.3 - 7.3 7.2
MONDAY (11 November)
PL The Independence Day
us Market holiday
9:00 Ccz CPI Oct %YoY 0.9 - 0.9 1.0
TUESDAY (12 November)

9:00 HU CPI Oct %YoY 14 - 0.9 14
10:00 PL Publication of “Report of Inflation ”

14:00 PL Current account Sep €m -762 -694 -1 024 -785
14:00 PL Exports Sep €m 13 648 13 800 13 896 12 422
14:00 PL Imports Sep €m 13 238 13 100 13 223 12 176

WEDNESDAY (13 November)
11:00 EZ Industrial output Aug %MoM -0.3 - -0.5 1.0
THURSDAY (14 November)
8:00 DE Flash GDP Q3 %YoY 0.6 - 0.6 0.5
9:00 HU Flash GDP Q3 %YoY 0.8 - 1.7 0.5
9:00 Ccz Flash GDP Q3 %YoY -0.5 - -1.6 -1.3
10:00 PL Flash GDP Q3 %YoY 1.6 1.8 1.9 0.8
11:00 EZ Flash GDP Q3 %YoY -0.3 - -0.4 -0.6
14:00 PL CPI Oct %YoY 1.0 0.9 0.8 1.0
14:00 PL Money supply Oct %YoY 5.8 5.8 5.9 6.1
14:30 us Initial jobless claims week k 330 = 339 341
FRIDAY (15 November)

11:00 EZ HICP Oct %YoY 0.7 - 11
14:00 PL Core inflation Oct %YoY 1.3 1.4** 1.3
15:15 us Industrial output Oct %MoM 0.2 - 0.6

Source: BZ WBK, Reuters, Bloomberg
* in case of the revision, the data is updated **estimate after inflation data

This publication has been prepared by Bank Zachodni WBK S.A. 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 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. Rates Area, Economic Analysis Department, ul. Marszatkowska 142, 00-061 Warsaw, Poland, phone +48 22 534 18 88, email
ekonomia@bzwbk.pl, http://www.bzwbk.pl.



