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B Only several weeks after the third wave of Covid-19 pandemic triggered a downward
revisions of economic forecasts for Poland, we are witnessing the opposite trend: the
most recent economic indicators are increasingly positive, signalling that the economic
scenario may be actually much better than earlier predicted. The demand started
reviving already at the very start of the year, in the period when pandemic restrictions
were still in place, and it is rational to assume, we think, that once those restrictions are
gone and uncertainty about future diminishes, the spending spree will gain momentum
and economic growth will accelerate further. Especially that balance sheets of both
households and companies are surprisingly healthy overall and did not suffer, but in fact
improved during the pandemic. The most striking feature of 1Q21 GDP data were fixed
investments, which jumped above the pre-pandemic level, much earlier than we had
expected them to do. Consumption also proved to be stronger than we had thought.
Overall, we are moving our GDP growth forecast higher, to 5% in 2021, keeping 2022
also near the 5% level.

B |t looks like not only the economic growth but also inflation will be higher than
earlier anticipated. Nominal GDP growth may even top 10% this year (for the first time
since 2007). No matter where you look, there is evidence of building inflationary
pressure: CPI growth soared to 4.8% y/y in May, its highest level in a decade, with core
inflation refusing to go down (contrary to what we expected) and possibly even rising to
4.0%. Retail sales deflator accelerated to 3.8% y/y in April, its highest since 2012, and
may breach 4% in May. PPl is on its way to reach 6% y/y in May and possibly exceed 7%
in late summer, with global commodity prices in the uptrend and all business surveys
confirming growing cost pressures due to capacity bottlenecks and supply disruptions.
Finally, GDP deflator rose to 5.8% y/y in 1Q21, its highest since 2004. It is increasingly
likely that CPI inflation will remain well above the NBP official target not only this year but
also in 2022.

B As the scenario is getting much more optimistic than predicted by the most recent
central bank's official projections, the questions about monetary policy response are
building. Especially when the fiscal policy is likely to be less anti-cyclical on the margin: the
ruling party's new economic programme “Polish Deal” heralds reduction of tax burden for
lower income groups (which should be moderately supportive for consumption), slower
fiscal consolidation, and propping up demand on the housing market.

B The next MPC meetings will be very interesting. We expect to see further shift of the
central bank rhetoric towards less dovish. In fact this process started already in May,
even if the NBP governor officially denied to admit it. The recent changes in NBP QE
programme (no purchase of government bonds at the last QE auction in May, only one
auction planned in June) seem to be signalling that the central bank is preparing ground
for interest rate hike. We see growing probability that the MPC will start normalising
interest rates already this year. The most likely moments of change, in our view, are the
months when new NBP projections will be released: July and November. We think the
latter is more likely, as in July the central bank may still argue that it is too early to react
as the inflation rise could be transitory and the potential new wave of Covid-19 in the
autumn may derail the economic revival.

B The Polish zloty has been getting stronger, discounting the improving macro
environment and supportive global sentiment. However, since the start of the year, and
especially in May, the PLN has been clearly underperforming its CEE peers, possibly due
to the more dovish rhetoric of the Polish central bank. We see the potential for further
zloty appreciation, especially if the MPC keeps changing its rhetoric to less dovish. The
EURPLN may go towards 4.40 in the coming weeks. By the end of the 2021 year we
expect the weaker zloty (EURPLN at least 4.50) as the taper talk in the core markets
intensifies.

B We expect POLGB yields to keep rising as the global economic situation improves.
The ASW spreads should slowly widen, mostly from the bond “leg” and mostly on the
front-end of the curve and the belly, as the markets price-in the possibility of the change
to the MPC's rhetoric including the end of the QE program and the rise in the mandatory
reserve ratio. We expect the 10Y POLGBs to at 1.90% at the end of the current quarter
while still 20bp higher at the end of 2021.
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= NBP changes tone, even if it denies to do
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Economy in charts

Polish economy is recovering with impressive ease
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Evolution of Polish 1Q21 GDP growth forecasts

Source: Bloomberg, GUS, Santander

1Q company results showed they are able to invest, do not have

to cut labour costs
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The rise of inflation is also surprisingly strong
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No signs the price pressure could dissipate soon
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Investments and private consumption are the source of the
recovery which makes it even more striking
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There is much enthusiasm and expectation of more growth

Manufacturing PMI indexes
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Core inflation is still refusing to fall in 2021, upside turn in food
prices
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And yet consumer inflation expectations have dropped
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Markets in charts

Zloty exchange rates
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Interest rates
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10Y bond yield spreads vs Bund
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Economic Calendar
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MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY
1 June 2 3 4
PL: CPI (May), flash EZ: PPI (Apr) EZ: PMI services HU: Retail sales (Apr)
PL: PMI manufacturing (May) DE: Retail sales (Apr) DE: PMI services EZ: Retail sales (Apr)
CZ: GDP (Q1), flash US: ADP report (May) US: Non-farm payrolls (May)
HU: GDP (Q1), flash US: ISM Services US: Unemployment rate (May)
CZ: PMI manufacturing (May) US: Durables (April), final
HU: PMI manufacturing (May) US: Factory orders (April)
EZ: PMI manufacturing (May)
DE: PMI manufacturing (May)

7 8 9 10 11

DE: Factory orders (Apr) DE: Industrial production (Apr) DE: Balance of payments (Apr) CZ: CPI (May), flash PL: NBP Minutes (May

CZ: Industrial output (Apr) DE: ZEW (Jun) PL: NBP rate decision (0.10%) EZ: ECB rate decision (-0.50%) meeting)

CZ: Retail sales (Apr)

HU: Industrial production (Apr)
EZ: GDP (Q1), final

US: Trade balance (Apr)

HU: CPI (May), flash

us:
HU: NBH minutes (May Meeting) US:

US: Wholesale inventories (Apr)

CPI (May), flash

core CPI (May), flash

PL: NBP governor conference
US: University of Michigan
indices (Jun), Flash

14
PL: Balance of payments (Apr)
EZ: Industrial production (Apr)

21
PL: PPI (May)
PL: Industrial output (May)

28

15

PL: CPI (May), final

DE: CPI (May), final

US: Retail sales (May)

US: Industrial production (May)
US: PPI (May)

22

PL: Retail Sales (May)

HU: NBH rate decision (0.60%)
US: Existing home sales (May)

29

CZ: GDP (Q1), final

16 17

PL: Core CPI (May) EZ: CPI (May), final
CZ: PPI (May)

US: Building permits (May)

US: Housing starts (May)

US: FOMC rate decision (0.25%)

US: I0ER (0.10%)

23 24

CZ: CNB rate decision (0.25%) PL:

EZ: PMI manufacturing (Jun) PL:

DE: PMI manufacturing (Jun) DE: IFO index (Jun)
US: PMI manufacturing (Jun) US: Durables (May), flash
US: New home sales (May) US: GDP (Q1), third
30 1 July

PL: CPI (Jun), flash

18

PL: Wages (May)

PL: Employment (May)
DE: PPI (May)

25

Unemployment rate (May) EZ: M3 money supply (May)

M3 money supply (May)

PL: PMI manufacturing (Jun)

DE: Consumer confidence (Jul)
US: Personal income, spending
US: PCE deflator (May)

US: core PCE deflator (May)

EZ: ESI (Jun) DE: CPI (Jun), flash HU: PMI manufacturing (Jun)
HU: Wages (Apr) EZ: PMI manufacturing (Jun)
HU: PPI (May) DE: PMI manufacturing (Jun)
EZ: CPI (Jun), flash
EZ: core CPI (Jun), flash
US: Pending home sales (May)
Source: GUS, NBP, Ministry of Finance, Bloomberg

Calendar of MPC meetings and data releases for 2021

| l 1l v \' Vi Vil Vil IX X Xl Xl
ECB decision 21 11 22 10 22 9 28 16
Fed decision 27 17 28 16 28 22 3 15
MPC decision 3 3 7 5 9 8 8 6 3 8
MPC minutes 15 5 5 9 7 11 9 26 8 5 10
Flash GDP* 12 14 13 12
GDP* 26 31 31 30
CPI 15 15 15 15 14 15 15 13 15 15 15 15
Core inflation 16 16 17 16 16 16 16 18 16 16
PPI 22 18 18 22 21 21 20 19 20 20 22 20
Industrial output 25 18 18 22 21 21 20 19 20 20 22 20
Retail sales 22 19 19 22 24 22 21 20 21 21 23 21
Gross wages, employment 21 17 17 21 20 18 19 18 17 19 19 17
Foreign trade about 50 days after reported period
Balance of payments* 31 30
Balance of payments 13 15 16 13 14 14 14 13
Money supply 26 22 22 23 25 24 22 23

Source: GUS, NBP, Ministry of Finance

, * quarterly data
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Economic data and forecasts for Poland

Monthly economic indicators

May 20 Jun20 Jul20 Aug20 Sep20 Oct20 Nov20 Dec20 Jan21 Feb21 Mar21 Apr21 May21 Jjun21

PMI pts 40.6 47.2 52.8 50.6 50.8 50.8 50.8 51.7 51.9 534 543 53.7 57.2 57.5

Industrial production % yly -16.9 0.5 1.1 1.5 57 1.0 54 1.1 0.7 25 18.6 44.5 26.8 15.8

Construction production % yly -5.1 -2.3 -11.0  -12.0 -9.8 -5.8 -4.9 34 -10.1 -169  -10.8 -4.2 2.7 8.6

Retail sales

) % yly -8.6 -1.9 2.7 04 2.7 2.1 -53 -0.8 -6.0 2.7 171 257 17.8 10.5
(current prices)

Unemployment rate % 6.0 6.1 6.1 6.1 6.1 6.1 6.1 6.2 6.5 6.5 6.4 6.3 6.1 6.0

Gross wages in corporate

% yly 1.2 3.6 3.8 4.1 56 4.7 4.9 6.6 4.8 4.5 8.0 9.9 10.2 10.7
sector

Employmentin corporate o\, | 55 33 53 45 42 0 42 40 20 17 43 09 25 25

sector

Exports (€) % yly -19.2 43 2.2 2.4 6.6 3.7 10.0 14.6 -0.9 59 27.7 64.8 37.1 134
Imports (€) % yly -27.3 -7.4 -3.6 -4.0 2.1 4.2 4.1 124 -4.0 6.2 24.6 59.6 35.1 11.8
Trade balance EURmMN | 1,366 2,291 766 817 1,525 1,873 2,103 511 979 771 589 717 2,163 2,866

Current account balance EURmn | 1,556 3,333 650 1273 1330 2307 1,956 477 3,341 1,585 938 1,721 2,205 3,884

Current account balance % GDP 1.5 2.2 2.4 2.8 29 33 3.5 3.6 3.7 3.7 37 39 39 4.0

Budget balance

) PLNbn | -259  -171 -163  -133  -138 -121  -132 -850 6.6 0.9 3.4 9.2 1.6 1.0
(cumulative)

0
Budget balance BOTY | 030 157 149 122 126 110 124 777 81 A1 42 11 20 13
(cumulative) plan
cpl %yy | 29 33 30 29 32 3.1 30 24 26 24 32 43 48 44

CPI excluding food and %yy | 38 41 43 40 43 42 43 37 39 37 39 39 40 38

energy

PPI % yly -1.7 0.8 -0.6 -1.3 -1.4 0.4 -0.2 0.1 1.0 22 4.2 53 6.0 59
Broad money (M3) % yly 16.0 18.1 16.8 16.2 17.0 17.0 16.1 16.4 16.8 16.3 14.4 135 12.6 11.8
Deposits % yly 141 15.8 14.4 139 14.5 13.9 12.8 123 12.2 12.0 11.8 9.1 6.2 5.6
Loans % yly 4.3 29 13 0.1 0.1 0.8 -0.1 0.2 -0.7 -0.8 -2.1 -1.6 -0.9 0.0
EUR/PLN PLN 4.53 4.44 4.45 4.40 4.47 4.52 4.49 4.48 4.54 4.50 4.60 4.56 4.52 4.44
USD/PLN PLN 416 3.94 3.88 3.72 3.79 3.84 3.78 3.68 3.73 3.72 3.86 3.81 3.73 3.65
CHF/PLN PLN 4.28 415 415 4.09 414 4.21 416 4.14 4.20 4.14 4.16 4.14 412 4.04
Reference rate * % 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
3M WIBOR % 0.66 0.27 0.25 0.23 0.23 0.22 0.22 0.21 0.21 0.21 0.21 0.21 0.21 0.21
Yield on 2-year T-bonds % 0.51 0.21 0.1 0.13 0.09 0.01 0.03 0.08 0.05 0.10 0.07 0.09 0.17 0.32
Yield on 5-year T-bonds % 0.94 0.78 0.74 0.72 0.67 0.51 0.41 0.47 0.42 0.67 0.86 0.85 1.17 1.25
Yield on 10-year T-bonds % 1.41 1.39 1.35 1.34 1.35 1.27 1.21 1.29 1.21 132 1.54 1.56 1.82 1.88

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

& Santander Bank Polska S.A. 5
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Quarterly and annual economic indicators

2018 2019 2020 2021E 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21E 3Q21E 4Q21E

GDP PLNbn | 21216 22877 23239 25568 558.3 531.0 582.9 651.7 585.2 625.3 625.6 720.7
GDP % yly 54 4.7 -2.7 5.0 2.0 -8.3 1.7 -2.7 -0.9 104 31 7.4
Domestic demand % yly 56 3.6 -3.7 6.6 0.9 9.5 -3.2 2.9 1.0 12.4 4.6 8.4
Private consumption % yly 43 4.0 3.0 5.1 1.2 -10.8 0.4 3.2 0.2 14.0 0.5 7.0
Fixed investments % yly 9.4 6.1 9.7 143 1.7 -9.8 -8.2 -15.4 13 15.0 15.0 20.0
Industrial production % yly 59 4.2 -1 10.5 0.9 -13.6 32 52 7.4 28.0 6.2 3.7
Construction production % yly 19.7 3.6 -3.5 8.5 5.0 -2.8 -10.9 -2.0 -12.5 2.6 14.3 20.7
Retail sales % yly 6.5 5.1 3.0 76 08 107 1.0 28 1.7 12.8 38 12.2

(constant prices)
Unemployment rate * % 58 52 6.2 6.2 54 6.1 6.1 6.2 6.4 6.0 6.0 6.2

Gross wages in the

. % yly 7.2 7.2 53 9.3 7.7 3.8 4.8 5.0 6.6 9.8 10.3 10.6
national economy
Employment in the % yly 26 22 1.0 02 06 17 15 13 13 1.4 06 02
national economy
Exports (€) % yly 7.4 73 -0.1 134 19 154 39 9.0 10.7 359 7.9 42
Imports (€) % yly 10.3 3.8 -4.9 13.0 0.2 -21.6 -1.7 34 8.9 34.0 8.0 5.7
Trade balance EURmMNn | -6,219 1,204 12,392 15,101 1,159 3,625 3,111 4,497 2,339 5,746 3,257 3,759

Current account balance EURmn | -6,518 2,611 18,538 18,484 4,958 5573 3,255 4,752 5,864 7,810 2,175 2,635

Current account balance % GDP 13 0.5 35 32 1.1 2.1 29 35 3.7 4.0 3.7 32
Sae‘zizae‘ government %GDP | -02 07 7.0 59 - - - - - - - -
CPI % yly 1.6 23 3.4 3.9 4.5 3.2 3.1 29 2.8 4.5 4.1 4.2
CPI* % yly 1.1 34 2.4 43 4.6 33 3.2 24 3.2 4.4 39 43
g:'efgydumng food and % yly 0.7 20 39 37 34 38 42 41 3.8 39 35 34
PPI % yly 2.2 1.2 -0.6 55 03 -1.3 -1 -0.2 2.5 5.8 6.9 7.0
Broad money (M3) * % yly 9.2 8.3 16.4 6.6 8.3 18.1 17.0 16.4 14.4 11.8 9.2 6.6
Deposits * % yly 8.7 8.5 12.3 7.4 10.6 15.8 14.5 12.3 11.8 5.6 6.9 7.4
Loans * % yly 7.6 52 0.2 4.0 6.4 29 0.1 0.2 -2.1 0.0 1.7 4.0
EUR/PLN PLN 4.26 4.30 4.44 4.49 4.32 4.50 4.44 4.50 4.54 4.51 4.43 4.48
USD/PLN PLN 3.61 3.84 3.89 3.71 3.92 4.09 3.79 3.77 3.77 3.73 3.66 3.68
CHF/PLN PLN 3.69 3.86 4.15 4.08 4.05 4.24 413 417 417 410 4.02 4.05
Reference rate * % 1.50 1.50 0.10 0.25 1.00 0.10 0.10 0.10 0.10 0.10 0.10 0.25
3M WIBOR % 1.71 1.72 0.67 0.26 1.62 0.59 0.24 0.22 0.21 0.21 0.24 0.39
Yield on 2-year T-bonds % 1.59 1.56 0.50 0.26 1.39 0.48 0.11 0.04 0.08 0.19 0.38 0.40
Yield on 5-year T-bonds % 2.51 1.99 0.96 1.12 1.72 0.94 0.71 0.46 0.65 1.09 1.33 1.40
Yield on 10-year T-bonds % 3.21 2.41 1.52 1.81 2.05 1.43 1.35 1.26 1.35 1.76 2.02 2.10
Note: *at the end of period. Source: GUS, NBP, Finance Ministry, Santander Bank Polska estimates

& Santander Bank Polska S.A. 6
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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 or in 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 SA,
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.

UK. 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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