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MACROscope Lite
Quick update

B Just after we have released our MACROscope report, two important events took Main interest rates in CEE3

place, which - in our view - deserve a quick update of our predicted market scenario.

B First of all, the Monetary Policy Council decided to raise the main reference
rate by 40bp, from 0.1% to 0.5%, lifted the lombard rate from 0.5% to 1.0% and kept
deposit rate at 0.0%. Also, the reserve requirement rate was raised from 0.5% to 2.0%.
The decision came earlier and was bolder than anticipated. As explained by the NBP [ 2.0
president, it was triggered by the acknowledgement that inflation rise will be stronger

and more persistent than expected, which required the quick removal of policy r/ 15
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accommodation to avoid the second-round effects. Glapinski flagged that it was the
MPC's intention to surprise markets with a strong move, to create some potential waiting
room before next hikes. But he also said the MPC deliberately neither signalled likely
continuation of rate hikes nor ruled it out in the post-meeting statement, as the next
decisions will be data-driven.

1 0.5

B How does it change our opinion about interest rate outlook? First, let's remind that

we did anticipate policy normalisation, just with a slightly later and milder start (+15bp 2017 2018 2019 2020 2021
rate hike in November). The faster and stronger kick-off means that we may reach Source: Refinitiv Datastream, Santander Bank Polska

the pre-pandemic reference rate level 1.5% sooner - already in 2022, rather than

2023 that we expected earlier. As regards the nearest months, we think that in

November rates may go up again, by 25bp, for three reasons: (1) October flash CPI

will most likely jump above 6% y/y, making the breach of 7% threshold in just few

months even more likely, (2) the new NBP projection will show much higher CPI path

with still optimistic GDP outlook, (3) zloty might be under growing selloff pressure in the

aftermath of the Constitutional Tribunal ruling (see below). At the same time, we think

the ruling implies a growing risk of a delay in EU funds payments and thus a worsening Recently released Economic Comments:

of GDP outlook, which - ceteris paribus - could imply lower need for rate hikes in future.

B Second, The Polish Constitutional Tribunal ruled that part of EU law is = Neither a cycle nor “one and done”
incompatible with the Polish Constitution, which has immediately triggered the
European Commission’s warning that it will not hesitate to take actions in order to
defend the uniform application of integrity of the EU law. What happens next seems to = Construction recovery, sales a bit stronger
be largely up to the Poland's government and its stance in talks with the EC. We see a
growing risk of further delay in disbursements from the Recover Fund, and - should the
conflict escalate - also from the Cohesion Fund, which would then undermine economic contrary
outlook and cause a pressure on the Polish assets. However, we still think the
baseline scenario is that some form of agreement will be reached sooner or later,
allowing the EU money flow to continue, so we keep GDP growth forecast at 5.0%
in both 2021 and 2022.

B Polish zloty strengthened in reaction to the surprising MPC decision, but reversed all
gains as the Constitutional Tribunal (CT) has announced its ruling. As a result, the
EURPLN is back near 4.60, the same level it was flirting with before the MPC decision.
We think that in the coming weeks the zloty is more likely to weaken than to gain.
The interest rate market is aggressively pricing-in the front-loaded monetary tightening
(NBP main rate up to ¢.2% in nine months), so from this angle the impulse for further
currency appreciation could come only in case of 50bp rate hike in November, it seems.
The global sentiment remains unsupportive for EM currencies, which we think is unlikely
to change soon due to the looming Fed's QE tapering in November. Meanwhile, PLN no
longer seems to be the low-beta EM currency due to the local risk factors (especially

= Central bank removed the punch bowl

= Qutput disappointed, PPI - on the

= August CPI even higher

correction will be limited by the upward trend in core markets as the Fed tapering nears.

now, after CT ruling), so if the current sentiment persists, it may continue weakening. Economic Analysis Department:
L Finally, investors will closely eye the relations between Warsaw and Brussels, assessing
() the probability of EU funds freeze and/or other financial sanctions and reacting to new al. Jana Pawta 11 17, 00-854 Warszawa
o decisions. ECJ may soon impose the penalty for not implementing the interim measures ~ email: ekonomia@santander.pl _
cC i.e. the suspension of the Disciplinary Chamber (the EC submitted a motion on website: santander.pl/en/economic-analysis
September 7). Maciej Reluga - Chief Economist
c , . oo , , +48 22 534 1888
) l As .regards the interest rate market, it has alregdy‘prlced—m a further r.ap|d policy Piotr Bielski +48 691 393 119
C tightening, so u.nless the MPC <.3Ie||vers 50bp rate hike in November, wg .th".]k curves Marcin Luzifiski +48 510 027 662
D may retrgat slightly from thglr rgcent pea!( levels and steepen (aﬂtxopatmg slower Wojciech Mazurkiewicz +48 604 443 750
m pace of hikes, but probably with higher terminal rate). At the same time, the room for Grzegorz Ogonek +48 609 224 857
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Markets in charts

Zloty exchange rates
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Principal and interest payments

PLN-denominated bond redemptions and interest payments, PLNm
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10Y bond yield spreads vs Bund
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Economic data and forecasts for Poland

Quarterly and annual economic indicators

2019 2020 2021 2022 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22
GDP PLNbn | 2,287.7 23239 25680 27882 585.2 618.0 631.7 7331 644.9 677.6 681.4 784.3
GDP % yly 4.7 -2.5 5.0 5.0 -0.9 A 37 6.1 4.9 58 5.1 43
Domestic demand % yly 3.6 3.4 6.8 5.7 1.0 12.8 5.6 8.0 52 6.6 5.7 5.4
Private consumption % yly 4.0 -3.0 5.8 6.7 0.2 133 3.0 8.0 8.0 7.0 6.0 6.0
Fixed investments % yly 6.1 -9.0 9.1 7.3 13 5.0 10.0 15.0 1.0 15.0 7.0 6.0
Industrial production % yly 4.2 =11 12.6 9.0 7.8 30.2 10.0 6.5 6.5 7.8 104 1.2
Construction production % yly 3.6 -35 1.8 43 -12.5 1.8 6.7 6.4 6.7 -0.9 54 6.1
Fc?s!t;‘te;m’ces) % yly 5.1 30 76 36 12 14.4 5.4 9.4 8.7 52 0.4 1.
Unemployment rate * % 52 6.2 5.8 5.6 6.4 5.9 5.6 5.8 6.2 5.7 5.4 5.6
S‘;Ezmaegcfn'gg;e % yly 72 53 8.4 7.1 66 9.6 8.8 87 8.1 7.1 6.4 6.8
E;g??@i’gﬂ'g;@e % yly 22 1.0 02 23 14 11 0.7 04 2.1 22 23 24
Exports (€) % yly 7.3 13 17.6 1.8 113 41.6 13.9 9.0 7.5 9.7 14.2 15.6
Imports (€) % yly 3.6 -3.4 20.5 14.4 8.7 47.7 20.0 122 10.3 123 16.5 181
Trade balance EUR mn 1,527 12,472 8,234 2,267 2,713 2,202 102 3217 1,146 658 -1,510 1,973
Current account balance EURmn 2,523 15,287 1,773 -4,360 2,746 372 -2,660 1,315 966 -1,345 -3,948 -32
Current account balance % GDP 0.5 29 0.3 -0.7 2.7 1.7 0.7 0.3 0.0 -0.3 -0.5 -0.7
S;Zircae‘ government %GDP | -0.7 70 37 26 - - - - - - - -
CPI % yly 23 34 4.8 52 2.8 4.5 54 6.4 6.6 5.9 4.6 3.7
CPI * % yly 34 24 6.6 3.7 3.2 4.4 5.8 6.6 6.3 5.8 4.0 3.7
gsleregxydm'”g food and % yly 20 39 40 45 38 3.8 39 43 49 48 44 3.9
PPI % yly 12 -0.6 7.1 4.1 2.5 6.4 9.3 103 7.3 4.7 2.5 1.8
Broad money (M3) * % yly 83 16.4 7.1 7.7 14.4 7.4 9.1 7.1 6.3 7.0 7.8 7.9
Deposits * % yly 8.5 12.3 7.7 5.6 11.8 5.7 7.0 7.7 4.9 4.7 43 5.6
Loans * % yly 52 0.2 4.9 9.5 -2.1 0.2 24 4.9 7.0 8.5 9.9 9.5
EUR/PLN PLN 4.30 4.44 4.57 4.50 4.54 4.53 4.57 4.65 4.55 4.50 4.49 4.47
USD/PLN PLN 3.84 3.89 3.84 3.69 3.77 3.76 3.87 3.96 3.79 3.70 3.66 3.60
CHF/PLN PLN 3.86 415 419 4.01 417 413 4.22 4.27 412 4.03 3.97 3.92
Reference rate * % 1.50 0.10 0.75 1.50 0.10 0.10 0.10 0.75 1.25 1.25 1.50 1.50
3M WIBOR % 1.72 0.67 0.35 1.54 0.21 0.21 0.22 0.77 1.26 1.48 1.67 1.76
Yield on 2-year T-bonds % 1.56 0.50 0.51 1.49 0.08 0.20 0.43 1.31 1.35 1.45 1.55 1.63
Yield on 5-year T-bonds % 1.99 0.96 1.16 2.08 0.65 1.10 0.89 1.98 2.00 2.05 213 215
Yield on 10-year T-bonds % 2.41 1.52 1.82 2.46 1.35 1.73 1.80 2.41 2.40 2.43 2.48 2.53
Note: "at the end of period. Source: GUS, NBP, Finance Ministry, Santander Bank Polska estimates
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This analysis is based on information available until 11.10.2021 has been prepared by:

ECONOMIC ANALYSIS DEPARTMENT
al. Jana Pawita Il 17, 00-854 Warszawa (+48) 22 586 8340

Email: ekonomia@santander.pl Web site: https://www.santander.pl/en/economic-analysis

Maciej Reluga* - Chief Economist
tel. (+48) 22 534 1888. Email: maciej.reluga@santander.pl

Piotr Bielski* - Director +48 691 393 119
Marcin Luzinski* - Economist +48 510 027 662
Wojciech Mazurkiewicz* - Economist +48 604 443 750
Grzegorz Ogonek* - Economist +48 609 224 857
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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 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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