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NBP less optimistic on GDP growth
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Polish MPC kept interest rates on hold, as expected. The post-meeting statement included the main results of the new NBP projection, which
showed mid-point of CPI forecast at roughly similar levels as predicted in July (in 2025 even slightly higher than before, at 5.4%), while GDP
forecasts revised lower: by 0.3pp in 2025, 0.5pp in 2025, 0.2pp in 2026. The optimism regarding future economic growth has decreased, but
forecasts still imply that Poland should be able to grow at pace close to potential in the projection horizon. It is worth keeping in mind that the
projection was based on the assumption that the current protective measures shielding households from higher energy prices expire
completely at the end of this year. Thus, the actual inflation in 2025 may appear to be lower if the government implements some measures
mitigating energy price growth (our forecast, assuming no change in energy costs at all, sees average inflation in 2025 at 4.7% vs NBP's 5.4%).
In the next edition of NBP projection in March, such measures will be already taken into account, which will most likely lower 2025 inflation,
but also may slightly boost consumption and GDP growth, and lift inflation in the following year.

Apart from the projection results, the key parts of the MPC statement were very similar as in the previous month. Yet, the MPC noticed that
GDP growth in 3Q could be lower than earlier anticipated due to weak September data. The Council still believes that current level of interest
rates warrants a return of inflation to the target, even though the impact of higher energy prices on inflation expectations is still seen as main
uncertainty.

We still believe that the monetary easing cycle in Poland is more likely to start near the middle of 2025 than near March meeting - as long as
GDP growth does not slow well below 3% for good, the central bank — at least in our view - would prefer to wait with rate cuts until it sees the
evidence of inflation trend’s turnaround in the available CPI data. And the latter will take place only after the CPI peak in March. We expect to
hear more guidance on monetary policy outlook at the NBP president’s press conference on Thursday.

Inflation and GDP projections in subsequent Inflation reports
Middle points of GDP and CPI growth paths and width of 50-percent probability ranges.

GDP growth
Nov 23 Mar 24 Jul 24 Nov 24
2023 0.25 (+0.35)
2024 2.85 (0.95) 3.50(+0.80) 3.00 (£0.70) 2.70 (£0.4)
2025 3.55 (£1.15) 4.25 (1.05) 3.80 (1.00) 3.35 (0.95)
2026 3.25(+1.25) 3.10 (£1.20) 2.90 (£1.1)
CPI inflation
2023 11.4(0.1)
2024 4.7 (£1.5) 3.55 (£0.75) 3.70 (0.60) 3.65 (£0.05)
2025 3.75 (£1.55) 3.60 (+1.40) 5.25 (£1.35) 5.40 (£1.2)
2026 2.90 (+1.40) 2.80 (£1.50) 2.75 (£1.35)

Source: NBP, Santander

GDP growth according to NBP projections

(projection mid-points)

(projection mid-points)

CPI growth according to NBP projections
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MPC post-meeting statement (changes vs. October statement):

The economic conditions in the environment of the Polish economy are still weakened. In 2024 Q3, the annual GDP growth in the euro area inctuding — despite
some acceleration - was moderate, and in Germany—pfesuﬁﬁably—eonbrnued—to—be—low— negatrve Meanwhile, in the United States the annual economic activity
growth remainsremained relatively high;d S0 onts. Uncertainty about the activity outlook in the largest economies
persists.

Inflation in the major advanced economies is running close to the central banks' inflation targets. Inflation is driven down by the reduction of cost pressures
reflected in low producer price growth, andas well as by the weak activity growth in some economies: and a fall in energy prices. At the same time, core inflation
is running-abovestill higher than headline inflation amid elevated growth in services prices.

In Poland;a-graduateconomicrecovery-continttes: incoming data suggest that in 2024 Q3 annual GDP growth could have been somewhat lower than in 2024 Q2.
In Augustparticular, in September 2024 retail sales washigher-whiteas well as industrial production and construction and assembly output were lower than a
year ago.

In the labour market unemployment remains low and the number of working persons continues to be high, although employment in the enterprise sector in
AugtstSeptember 2024 was lower than a year ago. At the same time, the wage growth is still running at the high level.

According to the Statistics Poland flash estimate, annual CPI inflation in SeptemberOctober 2024 was 4:95.0% (against 4.39% in September). The rise in
inflation inrecent-monthssince mid-2024 has been mainly a result of increases in admlnlstered pnces of energy carriers, as well as - albe|t toa lesser extent -an
increase in annual growth in pnces of food and non-alcoholic beverages onside nbe-estimated-thatin Ane

Considering the preliminary Statistics Poland data, it can be estimated that in October inflation net of food and energy prices did not visibly change, and in

particular that growth in services prices probably remained elevated. The significant fall in producer prices in annual terms persists.

The Council became acquainted with the results of the November projection of inflation and GDP based on the NECMOD model. In line with the projection
prepared under the assumption of unchanged NBP interest rates and taking into account data available until 22 October 2024, there is a 50-percent probability
that the annual price growth will be in the range of 3.6 = 3.7% in 2024 (against 3.1 - 4.3% in the July 2024 projection), 4.2 - 6.6% in 2025 (compared to 3.9 -
6.6%) and 1.4 - 4.1% in 2026 (compared to 1.3 - 4.1%). At the same time, the annual GDP growth — according to the projection — will be with a 50-percent
probability in the range of 2.3 - 3.1% in 2024 (against 2.3 - 3.7% in the July 2024 projection), 2.4 — 4.3% in 2025 (compared to 2.8 - 4.8%) and 1.7 - 4.0% in
2026 (compared to 1.9 - 4.3%).

In the current round, inflation projection is associated with substantial uncertainty, related to price developments of energy carriers for households, which are to
the significant extent determined by regulatory measures. The indicated probability intervals are spanned around the central path of a scenario assuming - in line
with the currently applicable legal regulations — the further unfreezing of prices of energy carriers for households at the beginning of 2025. At the same time, the
probability of inflation running below the central path in 2025 is higher than the probability of inflation running above it.

In the Council's assessment, inflation is currently significantly boosted by rising energy carriers’ prices and by other regulatory factors. The price pressure in the

omestlc economy is also stimulated by the marked wage growth, stemming i.a. from wage increases in the public sector. trthe-Cotncit'sassessmentincoming
d A h espite-the-observed-econom At the same time, demand and cost pressures in the Polish economy remain relatively low, which

amidst weakened economic condltlons and lower inflation pressure abroad curbs domest|c inflation pressure ?heeoufml—jtrdgest-habconstﬁtenpﬁfegfowbns

Fhisfactor-witt-continueto-affect-the-annuatin the coming quarters inflation ratewill remain elevated, and in the coming-quarters:case of a further increase in
energy prices at the beginning of 2025, it will rise. When the effects of the energy price increase fade —amidand amidst the expected slower wage growth -
under the current NBP interest rates level —_inflation should return to the medium-term NBP target, although the impact of higher energy prices on inflation
expectations is an uncertainty factor. The inflation developments over the medium term will be also affected by the further fiscal and regulatory policy measures,
the pace of economic recovery in Poland and the labour market conditions.

Against this background, the Council decided to keep the NBP interest rates unchanged. The Council judges that the current level of the NBP interest rates is
conducive to meeting the NBP inflation target in the medium term.

Further decisions of the Council will depend on incoming information regarding prospects for inflation and economic activity.

NBP will continue to take all necessary actions in order to ensure macroeconomic and financial stability, including above all to bring inflation down sustainably to
the NBP inflation target in the medium term. NBP may intervene in the foreign exchange market.
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