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Assumptions

e Growth abroad

* Price growth abroad

e Interest rates abroad

* Energy commodity price index

» Agricultural commodity price index



NBP Growth abroad

ECONOMIC
INSTITUTE (Iower)
| PROJECTION External GDP (y-0-y) (%)
4 -
a) Assumptions
g - 3 |
b) Starting point
c) Projection for 2
2009-2011
1 .
d) Fan chart
Il CHANGES IN 07
THE PROJECTIONS
Il UNCERTAINTY |
-2 -
_3 ‘ ‘ : ‘ : T T T T 1
- < < < < < < < = X 2
> & o o o o o O Q S
& & & < ) o ~ @ o - 9
o ) ) S o o o o © - -~

—QOct08 —Feb 09

In NECMOD model, the foreign sector is represeitgthree economies (with weights, respectively):

* euro area(87.8%)
» Great Britain (7.2%)
» United States(5.0%)




NBP

ECONOMIC
INSTITUTE

| PROJECTION

a) Assumptions

b) Starting point

c) Projection for
2009-2011

d) Fan chart

II' CHANGES IN
THE PROJECTIONS

Il UNCERTAINTY

Price growth abroad

External value added deflator (y-0-y) (%)

(lower)

3.5

3.0

2.5

2.0+

15+

1.0

0.5

00 T T T T T T T T T !
— <t <t <t <t <t <t <t < < <
o o o o o o 4 o o o O
N N ™ < T) © N~ ® o e —
o o o o o o o o o — —

—QOct08 —Feb 09



NBP Interest rates abroad

ECONOMIC
INSTITUTE (lower)

| PROJECTION

a) Assumptions External interest rate

b) Starting point

c) Projection for 5 -
2009-2011

d) Fan chart 4 -

II' CHANGES IN
THE PROJECTION e

Il UNCERTAINTY

o
02Q1
02Q4
03Q4
04Q4 |
05Q4 |
06Q4 |
07Q4 |
08Q4 |

—QOct08 —Feb09

09Q4

10Q4
11Q4



NBP

ECONOMIC
INSTITUTE

| PROJECTION

a) Assumptions

b) Starting point

c) Projection for
2009-2011

d) Fan chart

II' CHANGES IN
THE PROJECTIONS

Il UNCERTAINTY

Energy commodity price index*
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* Global index of energy prices includes pricexodl, crude oil and natural gas.
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Agricultural commodity price index *
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Global prices of agricultural commodities (2006=1)
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* Global index of agricultural commodity prices amts of prices of wheat, pork, beef,
poultry, fish, olive oil, sugar, oranges and barsamadex weights represent the structure
of consumer consumption (CPI basket).
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« GDP and its components
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e Inflation
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INSTITUTE
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a) Assumptions February Estimate based
projection on GUS data
b) Starting point (23.01) (29.01)
0 2,9 (4,2 2,9
« GDP GDP (yly) (%) (4,2)
i 0 3,0 4,5 3,2
Sl Domestic demangly) (%) (4,5)
ivi ' 0 44 (5,1 5,3
- Individual consumptiofyry) (%) (5.1)
c) Projection for Public consumptioly/y) (%) 1,0 (-0.1) 0,0
2009-2011
i i i 0 0,3 9,7 3,6
o TRt Gross fixed capital formatiog/y) (%) (9,7)
Il CHANGES IN Exports(yly) (%) 1,6 (9.4) 1,3
THE PROJECTIONY
Imports(yly) (%) 1,9 (9,8) 1,9
Il UNCERTAINTY
Contribution of net exportgercentage points -0,2 (-0,5) -0,3

* Values from the October 2008 projection are giuebrackets.
Indicators whose value is higher than in Octobejgution are marked in green colour

whereas indicators whose value is lower than irolt projection are marked in red colour.
T Central Statistical Office
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08Q4

a) Assumptions

ULC (yly) (%) 2,9 (43)
b) Starting point

Non-agricultural ULQyry) (%) ' 3,4 (4,7)
- GDP

Labour productivityy/y) (%)t 34 (4.1)
" Labour market Non-agricultural labour productivitgy/y) (%)t 2,9 (3,7)
* Inflation Wagesyly) (%) 8,4 (10,3)
c) Projection for
=2 LFS employmentyly) (%)t 0,0 (0,0)
d) Fan chart Non-agricultural employmerg/y) (%) 0,6 (0,5
II' CHANGES IN LFS unemployment ratgs) 7,6 (8,3)
THE PROJECTIONY

Participation ratev) 54,3 (54,7)
Il UNCERTAINTY

Population(yly) (%) -1,6 (-1,6)

* Values from the October 2008 projection are giuebrackets.
Indicators whose value is higher than in Octobejgation are marked in green colour
whereas indicators whose value is lower than itoker projection are marked in red colour.
T Based on LFS adjusted data
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a) Assumptions 08Q4
b) Starting point
- GDP CPI inflation(yly) (%) 3,8 (4,3)
 Labour market
Core inflation(yry) (%) 2,9 (3,2

* Inflation
c) Projection for _ _ _

2009-2011 Food price inflatioriyly) (%) 3,4 (4,1)
d) Fan chart
Il CHANGES IN Energy price inflationy/y) (%) 7,8 (9,4)
THE PROJECTIONY

[l UNCERTAINTY

* Values from the October 2008 projection are giwebrackets.
Indicators whose value is higher than in Octobejgation are marked in green colour
whereas indicators whose value is lower than itoker projection are marked in red colour.
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Projection
for the years 2009-2011

« GDP and its components
e Labour market
Inflation
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a) Assumptions Gross fixed capital formation (y-0-y) (%)
b) Starting point 25
c) Projection for i
2009-2011 20
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 Labour market 10 -
* Inflation 5 -
d) Fan chart 0 -
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Fixed capital formation : decomposition

Gross fixed capital formation decomposition (y-0-y) (%)
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Il GFCF enterprises 1 GFCF public sector Il GFCF housing — GFCF
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c) Projection for
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GDP

(lower growth rate)
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(employment - lower growth rate in the short-term h@igunemployment rate
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Total employment (y-0-y) (%) Unemployment (%)
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e Inflation

Lab ductivity (y-o0-y) (%
Gross wages (y-0-y) (%) abour productivity (y-o-y) (%)

d) Fan chart
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* Core inflation does not include prices of foodlaron-alcoholic beverages
and prices of energy carriers
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Rate of growth (y-0-y) (%)
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-10

Determinants of core inflation

Determinants of core inflation (y-o0-y) (%)
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ECONOMIC Construction of fan chart
INSTITUTE

| PROJECTION | o Yncertainty of inflation and GDP projection is estited on the basis

of past forecasting errors from the ECMOD/NECMODdmloand on the
basis of risk assessment of forecasts of selegi@geaous variables.

a) Assumptions

b) Starting point

c) Projection for

2009-2011 8 7 percent Inflation target with the tolerance 8
7 interval of deviations from the target -7 .

5 intervals*

d) Fan chart
\
I CHANGES IN
THE PROJECTIONS
—

Il UNCERTAINTY _J?»O% 60% 90%

0 - central path L0
1 L1 J
-2 T T T T T T T T T T T T T T T T T T T T T T -2

05q1 05q3] 06ql1 06q3 07q1 0793 08q1 08q3 09q1 09q3 10q1 10q4

past inflation

*Intervals have been chosen to ensure that the probability of inflation running
below the lower limit of the tolerance interval equals the probability of inflation
running above the upper limit of the tolerance range.
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Inflation projection — February 2009

percent
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a) Assumptions
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Overview of probabilities for inflation

Probability of inflation running:

below 1,5% | below 2,5% | below 3,5% cZﬁlt(r);\ll g;?h (T’g;/i; r; r;go/i)
| kw. 2009 0.00 0.06 0.51 0.45 0.51
Il kw. 2009 0.04 0.18 0.56 0.47 0.52
I kw. 2009 0.12 0.31 0.59 0.47 0.47
IV kw. 2009 0.17 0.38 0.62 0.49 0.45
| kw. 2010 0.26 0.46 0.68 0.48 0.42
Il kw. 2010 0.38 0.59 0.77 0.51 0.40
I kw. 2010 0.49 0.69 0.83 0.51 0.34
IV kw. 2010 0.56 0.73 0.85 0.50 0.29
| kw. 2011 0.59 0.75 0.88 0.50 0.29
Il kw. 2011 0.60 0.75 0.87 0.50 0.27
I kw. 2011 0.60 0.74 0.86 0.50 0.26
IV kw. 2011 0.59 0.73 0.84 0.50 0.25
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Projection of GDP growth — February 2009

percent
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a) With respect to the
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February projection
IN comparison with
the October projection



NBP February projection in comparison with the Octotenection:
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THE PROJECTIONS percent

a) With respect to the
previous projection

b) Expert
adjustments

c) Changes in the
previous year
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ECONOMIC Decomposition of CPI inflation

INSTITUTE

MLCMESIEIEN «  The CPI inflation path is runningelow the path from October
Il CHANGES IN in the whole horizon of the projection.

THE PROJECTIONS

a) With respect to the

At the starting point of the projection the diffeaoe amounts

previous projection to -0.5 pp. and rises to -1.2 pp. in 2010 Q4.

b) Expert
adjustments

c) Changes in the The lower CPI inflation will be due to:

previous year

» Slower rise oknergy prices
IINCINC=EaVNINIRE than forecasted in October
(by 7.1 pp. in 2009.

and 6.9 pp.in 2010)

 lower increase ikore inflation
(by 0.4 pp. in 2009
and 0.8 pp. in 2010)

« inflation of food prices
lower by 0.8 pp. in 2009.
and higher by 0.6 pp. in 2010.

6

5 -

0 -

in comparison with October results

Oct'08 Feb'09

2008Q2 200804 2009Q2 2009Q4 2010Q2 201004 2011Q2 2011Q4

H Core inflation Food prices W Energy prices
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a) With respect to the
previous projection
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adjustments

c) Changes in the
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February projection in comparison with October ectipn:
GDP

percent
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II' CHANGES IN
THE PROJECTIONS

a) With respect to the
previous projection

b) Expert
adjustments

c) Changes in the
previous year

[l UNCERTAINTY

Change in the projection scenario

Revision of assumptions concerning the global
economy ***

— Recession in Poland’s main trading partners ecorsomie
— Larger than expected impact of global slump

on demand for energy and agricultural materials
Depreciation of the zloty exchange rate***

Change in the level of interest rates*

Difference in the assessment of situation
on the labour market*

Scale of impact *** significant
** medium
* small
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a) With respect to th
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adjustments
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Expert adjustments
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a) With respect to th
previous projection

b) Expert
adjustments

c) Changes in the
previous year

[l UNCERTAINTY

Main areas of expert adjustments

Observed sentiment of foreign investors and the enstiiogg
depreciation of the zloty exchange rate as well asmiainty still
observed in the financial markets led to the revisibipoth

the forecast of the exchange rate at the beginrfi@gg@d

and the assumptions concerning thece of the exchange rate
approaching fundamental values

The projection takes into account the possibilityhaf weakening
of the mechanisms tfansmission of changes in the exchange
rate and the market interest rateto developments in prices and
economic growth in times of economic slowdown

Corrections of labour market variables and some coapts
of aggregate demand aimed at a more accregatkring
of cyclical regularities
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eyl Joint impact of adjustments on inflation and GDP
INSTITUTE

| PROJECTION CPlinflation (%)

II' CHANGES IN
THE PROJECTIONS | 4

a) With respect to th s
previous projection

b) Expert
adjustments

c) Changes in the

previous year 1 : : :
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SN Expert adjustments in the February forecasting doun

II' CHANGES IN
THE PROJECTIONS

 Import and export prices***

a) With respect to th

previgns Projecian * Volume of imports and exports***
b) Expert e« Exchange rate**
adjustments
*%*
e A « Employment and wages
previous year ° Housing prices**
Il UNCERTAINTY  Gross fixed corporate capital formation*

o Gross fixed public capital formation*
 Inventories*
 Private consumption*
- - % Scale of adjustments:
* Public sector finance oo significant

 Energy prices* ** medium
* small

The following slides show the paths of variablesobefadjustments (the so-called raw projection)
and after introducing_aéxpert adjustments to the model (February projegtion
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II' CHANGES IN
THE PROJECTIONS

a) With respect to th
previous projection

b) Expert
adjustments

c) Changes in the
previous year

[l UNCERTAINTY

Review of projection changes
In the previous year
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a) With respect to th 7
previous projection

b) Expert
adjustments

c) Changes in the
previous year

CPI inflation in subsequent projections

[l UNCERTAINTY
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ECONOMIC GDP In subsequent projections
INSTITUTE
| PROJECTION
I CHANGES IN
THE PROJECTIONS 114
a) With respect to th 10 1
previous projection 9 -
b) Expert 8 -
adjustments
7 _
c) Changes in the 6 -
previous year
5 _
Il UNCERTAINTY 4 -
3 _
2 _
1 _
0
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ool External assumptions in subsequent projections
INSTITUTE

| PROJECTION
External GDP (y-0-y) (%) External interest rates

I CHANGES IN 4
THE PROJECTIONS 3]

a) With respect to th

previous projection 11 3
5]
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adjustments 11 il bt
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[l UNCERTAINTY
Energy commaodity price index Global prices of agricultural commodities
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Slowdown in the global and domestic economy

Prolonged global recession, and, as a result,rledasticity and,
consequently, resistance of the Polish economiidoks, may undermine the
growth prospects in the years of the projection.

Fiscal policy in the period of crisis

Effectiveness of government’s proposals (intea,glstability and
Development Plan”) depends on the economic effentgs of the proposed
instruments, date of finalisation of the legislatiwocess, effectiveness in
laying down the procedures and organisational gffexcess of the concerned
institutions.

Faced with falling income driven by the economaslown, stability of the
public finance sector may require the tighteninghef monetary policy.
Fiscal policy path is a risk factor for:

» domestic demandnegative - curbing expenditure on goods and sesyiceezing
wages in the public finance sector),

» growth rate and labour market in the mid-term (negative — curbing public
investment, increasing fiscal burden)

* inflation (downside — contraction of current expenditure efplblic finance
sector, upside — increasing fiscal and parafiscaldir

Risk of strong increase in the costs of finanguolic debt amidst risk
aversion in the global financial markets and furithepreciation of the zloty.
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3. Risks for EU funds utilisation

ECONOMIC

INSTITUTE « Deteriorating income of the local government égitand banks’
tightening of their lending criteria threaten thd &inds utilisation by

| PROJECTION the public sector.
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S 4. Monetary policy transmission into economic activity

Il UNCERTAINTY « Given higher credit risk and deteriorating outlook §rowth of banks
and enterprises, the scale of cuts in the centnalk beference interest
rates translating into credit costs may be limited.

5. Exchange rate developments and competitiveness
of the economy

« As aresult of uncertainty about processes irgthbal real and
nominal economy, uncertainty about future exchamatge of the zloty,
terms-of-trade and contribution of net exports to growth has iasesl.
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St 6. Changes connected with uncertainty about the dataf Poland’s
INSTITUTE entry into the euro area

« Lack of political consensus and uncertainty altbatdate of entry into

| PROJECTION the euro area may affect the volatility of excharages and long-term
interest rates.
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7. Labour market developments
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 The scenario of labour market developments isesmtithp a number of
multidirectional risks connected with:
e government’s structural policy,

« impact of scheduled or already implemented reguiat{such as cuts in
tax rates or changes in the minimum wage levetherdabour market,

« scale of the actual return migration,

e quality of labour resources and their adjustmerihe structure of labour
demand.

8. Relation between costs and inflation

 Amidst considerable economic slowdown, enterpnmsayg delay price
Increases, even if production costs are maintaaedhigh level.
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Uncertainty factors — summary

Taking into account the discussed uncertainty facto
It is assessed that in the short-term projectionzbn,
downside risks for inflation slightly prevail; ohd other
hand, upside risks for inflation prevall in the dpterm
projection horizon.

As far as growth is concerned, non-projection risk
factors indicate higher probability of prolonged
economic slowdown.



