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CEE Economics

MACROscope Lite
Slower deceleration

B The first GDP estimate for 2022 at 4.9% proved better than expected, indicating that the
deceleration of the economy continues to be slower than we had anticipated (4Q GDP growth
was probably slightly above 2% y/y). At the same time, the exceptionally mild weather is
reducing the risk of energy crunch in Europe. Yet, it is not the case that the news is exclusively
positive - the latest consumer spending data not only in Poland, but also in other European
countries, look worrying, and a strong slump also affected the world trade turnover at the end
of last year. However, on balance, we think there are more reasons for slightly greater
optimism - as a result, we are moving our GDP forecast for this year slightly up, from 0.1%
to 0.7%. The impending global recovery is indicated, among other things, by a growing
number of leading indicators, which have begun to rebound noticeably.

B We expect 2023 to be, in a sense, a mirror image of 2022: the first quarter will mark the
bottom of the business cycle (y/y GDP growth will fall below zero in 1Q, although not as much
as we previously assumed), after which subsequent quarters will bring a gradual recovery in
activity. However, this recovery will probably be quite slow, definitely not as vigorous as the
post-pandemic economic rebound. It will take place against a backdrop of still elevated
interest rates, falling but still very high inflation, a still-complicated energy market situation,
and uncertainty over the war in Ukraine.

B The labour market felt the impact of economic downturn mainly through a deceleration
in wages rather than massive job cuts, which turned out to be in line with our intuition.
Unemployment may rise slightly in the coming months, but if companies expect the bottom of
the cycle to be relatively shallow and short (and that's what the NBP's Quick Monitoring
survey shows), they won't cut jobs on a large scale. Nevertheless, cost pressures and
deteriorating corporate earnings will continue to weigh on the size of offered wage increases
for some time to come, so labour income growth will lag behind inflation for two to three
more quarters. The beginning of 2023 may therefore pass under the sign of dimmed
consumption. Only an economic recovery and a drop in inflation later in the year should boost
households' purchasing propensity.

B Inflation in many countries has already begun to retreat from its peaks. In Poland, the CPI
is likely to peak in February, according to our estimate at around 19% y/y, and will fall
steadily over the rest of the year, driven primarily by base effects (prices of energy,
commodities, materials clearly below levels of the same period a year ago) and easing
tensions in supply chains. A less tight labour market and lower consumer purchasing power
will also support this process, but the less pessimistic are economic growth forecasts, the
harder it is to argue that this will be enough to curb core inflation strongly. Our current
forecasts assume that 2023 will end with CPI inflation around 10% y/y and core inflation
above 6% yly.

B Interest rates in Poland are unlikely to rise again in this cycle, in our view. Financial
markets are even pricing-in fairly rapid NBP rate cuts: by about 50bp already this year and by
about 200bp over a two-year horizon, which we believe is too ambitious assumption given the
rate of disinflation we anticipate.

B Investors' expectations of an imminent turnaround in monetary policy at home and
abroad have translated into a further decline in government bond yields in recent weeks. We
see a short-term asymmetric upside risk to yields: future rate cuts are already fairly
aggressively priced-in, and if the first statistical data of the year occurring in the coming
weeks point to greater persistence in core inflation and resilience in the economy, market
expectations may begin to adjust.

B |n 2023, we expect a gradual strengthening of the zloty. In favour of the zloty should be
an improvement in investment sentiment in the markets due to the end of the cycle of rate
hikes by the Fed and the ECB by the end of the first half of the year and a decrease in the risk
of a "hard landing" in the major economic centres of the world and in Poland.
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Recently released Economic Comments:

= GDP slowed, but less than feared. Consumer

weaker

= Activity slowing more than expected

= Labour market faltered in December

= Coal weighed on CPI inflation again

= Data above forecasts, again

= Qutput and wages above forecasts, PPI

slowing
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Economy in charts

In 4Q22 Polish GDP growth slowed down for the third time running Investments surprised to the upside, which we link to public sector
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On the other hand consumption was weak, in line with retail sales and ...another factor weakening consumption might be the decline of the
wage data number of Ukrainian refugees
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In December most of inflation indices decreased... ...and the lower CPI print was to a large extent caused by cheaper
32 ] CPI thermal coal.
2 | —PP| 17.6 1
20 - Core inflation ex food and energy 17.4 .
12 : Prices in construction 17.2 1 [ ]
14 - 170 b
12 ~
10 4 16.8
8 - 16.6
6 16.4 -
4 TN :
e —
2 -~ 16.2 A
0
22 M ¥ & T & & & § 8§ 8§ ' ' ' ' ' !
9 = < s 9 = < a g = < s 9 Nov 22 Food Fuels Energy ) (f‘;ot(e Dec 22
o = S5 o o = S5 o 0o = S » 0 intiation
Source: GUS, NBP, Santander Source: GUS, Santander
The volume of global growth started to fall in late 2022 Real economic activity data for Poland were relatively weak, but
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Markets in charts
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Poland asset swap spreads (bp) 10Y bond yield spreads vs Bund
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Principal and interest payments
PLN-denominated bond redemptions and interest payments, PLNbn
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MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY
1 February 2 3
PL: PMI manufacturing (Jan) DE: Export (Dec) CN: PMI services (Jan)
DE: PMI manufacturing (Jan) EZ: ECB decision DE: PMI services (Jan)
EZ: PMI manufacturing (Jan) US: Durable goods orders (Dec)  EZ: PMI services (Jan)
EZ: HICP Flash (Jan) CZ: CNB decision EZ: PPl inflation (Dec)
EZ: Unemployment rate (Jan) US: Industrial orders (Dec) US: Non-farm payrolls (Jan)
US: ADP National Employment US: Wages growth (Jan)
(Jan) US: Unemployment rate (Jan)
US: ISM manufacturing (Jan) US: ISM services (Jan)
US: FOMC decision
6 7 8 9 10

DE: Industrial orders (Dec)
HU: Retail sales (Dec)

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

13

HU: Industrial production - final
(Dec)

PL: Current account (Jan)

CZ: Current account (Jan)

20

CN: PBoC decision

DE: PPl inflation (Jan)

PL: PPl inflation (Jan)

PL: Industrial production (Jan)
PL: Employment (Jan)

PL: Wages (Jan)

27
US: Durable goods orders (Jan)
US: Pending home sales (Jan)

CN: FX reserves (Jan)
DE: Industrial production (Dec)
HU: Industrial production (Dec)
CZ: Retail sales (Dec)
CZ: FX reserves (Jan)

14
HU: GDP - flash. (4Q)
PL: GDP - flash. (4Q)
EZ: GDP - flash. (4Q)
US: CPl inflation (Jan)

21

PL: Retail sales (Jan)

PL: Construction output (Jan)
DE: PMI manufacturing - flash
(Feb)

EZ: PMI manufacturing - flash
(Feb)

DE: ZEW index (Feb)

EZ: ZEW index (Feb)

US: PMI manufacturing (Feb)

28

DE: CPI inflation - flash (Feb)
CZ: PPl inflation (Jan)

PL: GDP (4Q)

CZ: M3 money supply (Jan)
HU: NBH decision

US: S&P housing prices (Dec)

US: Conference Board index (Feb)

CZ: Unemployment rate (Jan)
PL: NBP decision

15

PL: CPI inflation (Jan)

EZ: Industrial production (Dec)
US: Retail sales (Jan)

US: Industrial production (Jan)

22

DE: Ifo index (Feb)

PL: M3 money supply (Jan)

PL: Consumer confidence (Feb)
PL: Business climate (Feb)

US: Minutes FOMC (Feb)

DE: CPI inflation - flash (Jan)

16

CN: Housing prices (Jan)
US: PPl inflation(Jan)

US: Building permits (Jan)
US: Housing starts (Jan)

23

HU: Wages (Dec)

PL: Unemployment rate (Jan)
EZ: HICP inflation - final (Jan)

CN: CPI inflation (Jan)

CN: PPl inflation (Jan)

CZ: CPl inflation (Jan)

HU: CPI inflation (Jan)

US: Michigan - flash (Feb)
PL: MPC minutes (Jan)

17
EZ: Current account (Dec)

24

DE: GDP (4Q)

HU: Unemployment rate (Jan)
US: PCE inflation (Jan)

US: Consumer spending (Jan)
US: Personal income (Jan)

US: Michigan - final (Feb)

US: Building permissions (Jan)
US: New home sales (Jan)

Source: GUS, NBP, Ministry of Finance, Bloomberg

Calendar of MPC meetings and data releases for 2023

| Il 1] \% v VI Vil VI IX X Xl Xl
ECB decision 2 16 4 15 27 14 26 14
Fed decision 1 22 3 14 26 20 1 13
MPC decision 4 8 8 5 10 6 6 6 4 8 6
MPC minutes 5 10 10 7 12 9 7 23 6 10 8
Flash GDP* 14 16 16 14
GDP* 28 31 31 30
CPI 13 15 15 14 15 15 14 14 15 13 15 15
Core inflation 16 17 16 16 17 16 18 16 16 18
PPI 23 20 20 24 22 21 20 21 20 19 21 20
Industrial output 23 20 20 24 22 21 20 21 20 19 21 20
Retail sales 23 21 21 24 23 22 21 22 21 20 22 21
Gross wages, employment 20 20 20 21 22 21 20 21 20 19 21 20
Foreign trade 17 15 15 14 16 15 14 17 15 16 17 15
Balance of payments* 31
Balance of payments 13 13 16 13 15
Money supply 24 22 22 25 24

Source: GUS, NBP, Ministry of Finance, * quarterly data
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Jan22 Feb22 Mar22 Apr22 May22 Jun22 Jul22 Aug22 Sep22 Oct22 Nov22 Dec22 Jan23 Feb23
PMI pts | 545 547 527 524 485 444 4271 409 430 420 434 456 475 490
Industrial production %yly | 180 173 154 124 149 104 71 109 98 66 45 10 51  -04
Construction production %yly | 208 212 276 90 130 60 41 59 02 39 40 -08 19 63
Retail sales
, %yly | 200 165 220 334 236 199 184 215 219 183 184 155 164 160
(current prices)
Unemployment rate % 59 59 58 56 54 52 52 52 51 51 51 52 55 55
Gr°t55 wagesincorporate o | 95 917 124 141 135 130 158 127 145 130 139 103 138 120
sector
Employment in corporate 0
%yly | 23 22 24 28 24 22 23 24 23 24 23 22 20 17
sector
Exports (€) %yly | 274 203 119 176 268 215 203 276 265 244 203 156 223 177
Imports (€) %yly | 387 297 314 360 327 271 218 294 301 253 177 137 259 190
Trade balance EURmn | -636 -1,707 -4,553 -2743 -1488 -1,055 -1852 -2612 -2,084 -2,284 -1496 -2,148 -1,666 -2,339
Currentaccountbalance ~ EURmn | -1,091 -2,032 -4206 -2,834 -1,078 -499 -1206 -2,743 -1,839 -597  -422 -1,764 -1,693 -2,322
Current account balance % GDP -1.7 -2.0 -2.7 -3.3 -3.4 -3.5 -3.4 -3.5 -3.5 -3.7 -3.5 -3.1 -3.2 -3.2
cPI %yly | 94 85 110 124 139 155 156 161 172 179 175 166 176 188
CPI excluding food and
exciuding feod an %yly | 61 67 69 77 85 97 93 99 107 10 14 115 113 108
energy
PPI %yly | 161 161 219 241 247 256 255 255 246 231 211 204 182 178
Broad money (M3) %yy | 77 80 79 82 76 65 62 74 717 70 56 54 56 48
Deposits %yly | 78 70 59 64 63 55 55 70 78 70 57 58 74 73
Loans %yly | 49 62 64 74 68 73 68 74 64 44 26 14 16 06
EUR/PLN PLN | 455 455 476 465 465 464 477 472 474 481 470 468 470 474
USD/PLN PLN | 402 401 432 429 440 439 469 466 479 489 461 442 436 441
CHF/PLN PLN | 438 435 464 455 449 453 483 487 492 491 477 475 472 473
Reference rate * % 225 275 350 450 525 600 650 650 675 675 675 675 675 675
3M WIBOR % 278 333 427 548 641 685 703 704 706 734 744 710 695 691
Yield on 2-year T-bonds % 331 372 519 636 652 747 748 691 680 813 749 681 610 608
Yield on 5-year T-bonds % 398 403 521 651 698 754 678 624 669 809 758 674 600 587
Yield on 10-year T-bonds % 400 398 490 601 667 722 641 58 632 788 733 665 618 594

Note: * at the end of the period.
Source: GUS, NBP, Finance Ministry, Santander Bank Polska estimates.
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Quarterly and annual economic indicators

2020 2021 2022 2023 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23

GDP PLNbn | 2,337.7 2,623.9 3,0844 3,4575 691.5 7233 779.1 890.5 796.3 818.3 859.3 983.7
GDP % y/y -2.0 6.8 4.9 0.7 8.6 5.8 3.6 2.2 -1.0 0.1 0.4 2.6
Domestic demand % y/y -2.7 8.4 5.5 0.3 12.0 6.9 3.1 1.7 -1.6 0.0 -0.4 2.5
Private consumption % yly -3.6 6.3 3.0 0.6 6.7 6.4 0.9 -1.6 -1.0 -1.0 0.8 3.5
Fixed investments % y/y -2.3 2.1 4.6 -0.4 4.7 6.6 2.0 5.2 0.0 -2.0 0.0 0.0
Industrial production % y/y -1.1 14.5 10.4 2.2 16.8 12,5 9.3 4.0 0.9 0.8 2.9 4.2
Construction production % yly -3.5 1.6 7.6 -1.5 237 9.2 33 2.1 -5.5 -3.3 1.5 -0.2
Retail sales
. % yly -3.0 7.4 5.5 0.1 9.7 9.7 33 0.3 -2.0 -1.7 0.5 3.4
(constant prices)
Unemployment rate * % 6.8 5.8 5.2 5.8 5.8 5.2 5.1 5.2 5.5 5.5 5.6 5.8
Gross wages in the national
% yly 53 8.9 12.0 10.5 9.7 11.8 14.6 11.9 11.7 10.1 9.5 10.5
economy
Empl tin the national
mproymentinthenationat o o | 10 0.4 2.0 0.7 19 2.0 2.4 1.7 1.2 0.6 05 0.4
economy
Exports (€) % y/y 0.1 19.5 21.5 5.8 19.4 21.9 24.8 20.1 15.3 1.7 2.2 4.7
Imports (€) % y/y -4.9 27.0 27.2 7.5 33.1 31.9 27.1 18.8 15.4 2.8 4.7 7.6
Trade balance EUR mn 6,975 -7,620  -24,751 -32,257 | -6992  -5287 -6544 -5928 -8139 -6,381 -8,872  -8,865

Current account balance EURmn | 12,811 -8,261 -20,378 -24,381 | -7,402 -4,416  -5777  -2,783 -7,499  -4664 -7332 -4,886

Current account balance % GDP 2.4 -1.4 -3.1 -3.3 -2.7 -3.5 -3.5 -3.1 -3.0 -3.0 -3.1 =33
General government
% GDP -6.9 -1.8 -2.6 -5.2 - - - = = = = =

balance
CPI % yly 3.4 5.1 14.3 13.1 9.6 13.9 16.3 17.3 17.5 13.6 11.7 9.8
CPI* % yly 2.4 8.8 16.6 9.8 11.0 15.5 17.2 16.6 16.0 12.6 10.8 10.1
CPI excluding food and

exciuding feod an %yly 39 41 9.1 8.8 6.6 8.4 100 13 10.9 9.6 83 6.6
energy
PPI % yly -0.6 7.9 224 8.6 18.0 24.8 25.2 21.5 15.7 7.8 5.4 5.6
Broad money (M3) * % yly 16.4 8.9 6.6 5.2 7.9 6.5 7.7 5.4 4.0 5.6 3.2 5.2
Deposits * % yly 123 8.8 5.8 4.9 5.9 5.5 7.8 5.8 7.2 7.8 5.1 4.9
Loans * % yly 0.2 5.1 1.4 2.5 6.4 73 6.4 1.4 -0.2 -1.5 -1.5 25
EUR/PLN PLN 4.44 4.57 4.69 4.67 4.62 4.65 4.75 4.73 4.72 4.69 4.66 4.63
USD/PLN PLN 3.89 3.86 4.46 4.40 4.11 4.36 4.71 4.64 4.42 4.50 4.39 4.31
CHF/PLN PLN 4.15 4.22 4.67 4.65 4.46 4.52 4.88 4.81 474 4.73 4.61 4.52
Reference rate * % 0.10 1.75 6.75 6.75 3.50 6.00 6.75 6.75 6.75 6.75 6.75 6.75
3M WIBOR % 0.67 0.54 6.02 6.97 3.46 6.25 7.08 7.29 6.95 6.98 6.98 6.98
Yield on 2-year T-bonds % 0.50 0.79 6.35 6.07 4.07 6.78 7.06 7.48 6.10 6.18 6.05 5.95
Yield on 5-year T-bonds % 0.96 1.39 6.36 5.93 4.41 7.01 6.57 7.47 5.94 6.08 5.93 5.80
Yield on 10-year T-bonds % 1.52 1.97 6.10 6.00 4.29 6.63 6.19 7.29 6.04 6.13 5.98 5.85

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
orin 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.
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