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THE SCENARIO
» Review of changes
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re-estimation
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The June projection of CPI inflation
compared to the February projection

» Review of changes

» Model
re-estimation
» Exogenous 7 7
. per cent
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6 - 6

» Starting point

PROJECTION

» GDP and
components
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» Exchange rate
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» Risk factors — February 2010 June 2010
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CHANGES IN The June projection of GDP
compared to the February projection

THE SCENARIO

» Review of changes

» Model
re-estimation g 3
» Exogenous per cent
assumptions 7 7
» Starting point 6 - 6
5 4 5
PROJECTION 4 - 4
» GDP and 3 -3
components
2 2
» Labour market
1 1
» Exchange rate 0 - 0
» Inflation -1 - -1
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» Risk factors — February 2010 June 2010
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Decomposition of the differences between
THE SCENARIO . .
the February and the June projections

» Review of changes

1.5 -
» Model
re-estimation 1.0
» Exogenous 05 -
assumptions '
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» Starting point
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PROJECTION
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CHANGES IN . . . .
Change 1n the projection scenario

» Review of changes

» Model
re-estimation

» Exogenous

sesumptions * Re-estimation of the model**

» Starting point

* Change of exogenous assumptions***
— Weaker exchange rate of the euro against the dollar
— Higher receipts from EU funds in 2011

PROJECTION

» GDP and
Components

» Labour market d Startlng point*
— CPI: 0.4 percentage points above the February projection
+ Higher inflation of food and energy prices
» Inflation * Lower core inflation
— GDP: in line with expectations
* Lower domestic demand

» Exchange rate

UNCERTAINTY

* Higher contribution of net exports | Scale of impact: *** significant

**

» Risk factors *

medium
small




National cBank -of Poland

CHANGES IN
THE SCENARIO
» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

Re-estimation of the model

PROJECTION

» GDP and
components

» Labour market
» Exchange rate

» Inflation

UNCERTAINTY

» Risk factors
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CHANGES IN . . .
Re-estimation — main areas of change

» Review of changes

» Model

re-estimation + Intensification of mechanisms closing
» E . .
asumtions the output gap after the occurrence of disruptions.
» Starting point

* Reinforcement of impact of the output gap on prices.

PROJECTION « Re-specification of the equation of food and energy
» GDP and prices.

components

»Labourmarket —«  Wegkening of the effect of budget deficit
» Exchange rate and disparity of interest rates on the exchange rate.

» Inflation

* Change in the estimates of the income from operating

surplus and income from property.
UNCERTAINTY

- Disaggregation of consumption.

» Risk factors
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CHANGES IN
THE SCENARIO
» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

Change of exogenous assumptions

PROJECTION

» GDP and
components

Growth abroad

» Labour market .
* Price growth abroad

» Exchange rate Interest rates abroad

* Energy commodity price index

» Inflation

 Agricultural commodity price index
UNCERTAINTY « USD/EUR exchange rate

« EU funds

» Risk factors
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Growth abroad
THE SCENARIO

(lower)

» Review of changes

» Mode! _
re-estimation External GDP (y-0-y) (%)

» Exogenous
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market
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UNCERTAINTY In the NECMOD model, the foreign sector is représeiy three economies (with weights,
respectively):

e euroarea (87.8%)
» Great Britain (7.2%)
 United States (5.0%)

» Risk factors
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Price growth abroad
(lower till 2012 Q2)

THE SCENARIO

» Review of changes

» Model
re-estimation

» EX0genous External value added deflator (y-o0-y) (%)

assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate
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» Risk factors
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Interest rates abroad
THE SCENARIO

(lower)
» Review of changes
» Model
re-estimation
» EX0genous External interest rates
assumptions
o 6 -
» Starting point
5 |
PROJECTION 4
» GDP and 3
components
» Labour market 2
» Exchange rate 1-
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» Risk factors
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THE SCENARIO

Energy commodity price index*
(slightly lower)

» Review of changes

» Model
re-estimation

» Exogenous Energy commodity price index

assumptions

» Starting point
1.2 -
PROJECTION
0.8 -
» GDP and
components
» Labour market 04
» Exchange rate
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» Risk factors
* Global index of energy prices includes prices of coal, crude oil and natural gas.
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CHANGES IN
THE SCENARIO

» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate

» Inflation

UNCERTAINTY

» Risk factors

Agricultural commodity price index *
(lower till 2011 Q3)*

Global prices of agricultural commodities

1.0 -

0.8 -
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Feb 10

* Global index of agricultural commodity prices consists of prices of wheat, pork, beef, poultry,
fish, seed oil, sugar, oranges, bananas and index of beverages.

fIndex weights represent the structure of consumer consumption (CPI basket) — the June
projection consistent with the structure of 2010, the February projection — with that of 2009.
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EUR/USD exchange rate
(EUR weaker against USD)

THE SCENARIO

» Review of changes

» Model
re-estimation

USD/EUR exchange rate

» Exogenous
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate
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» Risk factors
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THE SCENARIO

Transfers from the EU

(higher in 2011)
» Review of changes
» Model
re-estimation
» Exogenous Funds from the EU (in Mio EUR)
assumptions 5000 -
» Starting point
4000 -
PROJECTION 3000 -
» GDP and
components 2000 -
» Labour market
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» Exchange rate
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» Risk factors
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CHANGES IN
THE SCENARIO
» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

Starting point

PROJECTION

» GDP and
components

» Labour market * GDP and its components
» Exchange rate * Labour market

» Inflation ° Inflation

UNCERTAINTY

» Risk factors
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CHANGES IN R . .
GDP and its components — starting point

» Review of changes

» Model
re-estimation 2010 Q1
» Exogenous
assumptions February June G,'US*
projection oot estimates
» Starting point (s.a.) projection (31.05)
GDP (y-0-y) (%) 3.4 3.4 3.0
FIROLEETIRN » Domestic demand (y-o-y) (%) 2.5 2.2 2.2
» GDP and
components - Individual consumption (y-o-y) (%) 2.3 1.6 2.2
> LElEor inities - Collective consumption (y-o-y) (%) 1.5 1.5 2.2
> BEEmgE i - Gross fixed capital formation (y-o-y) (%) -0.5 -4.4 -12.4
> lriliian - Contribution of net exports (pp) 0.9 1.2 0.7
- Exports (y-o-y) (%) -0.3 10.4 9.8
UNCERTAINTY
- Imports (y-o-y) (%) -2.4 7.4 7.9
» Risk factors

* Central Statistical Office
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CHANGES IN
THE SCENARIO

Labour market — starting point

» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market
» Exchange rate

» Inflation

UNCERTAINTY

» Risk factors

2010 Q1

February | = 56 | BAEL (LFS)

pr(zjs e;t)l % | projection* | data (26.05)
ULC (s.a.) (y-o-y) (%) -0.4 0.2 -
Labour productivity (y-o-y) (%) 4.0 3.2 -
Wages (y-o-y) (%) 4.2 4.1 -
l};fzrélﬁeg_gfy\)zvg/f)kmg persons according to 0.6 0.1 0.9
Unemployment according to BAEL (s.a.) (%) 9.6 8.5 10.6
Labour market participation rate (s.a.) (%) 55.0 55.1 55.2

* In the June projection, due to significant difaces between the adopted starting point and LF$ data
the data for 2010 Q1 have been adjusted (the nuailveorking persons and the economically active).
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CHANGES IN . . .
Inflation — starting point

» Review of changes

» Model
re-estimation

» Exogenous

assumptions
_ _ 2010 Q1
» Starting point
February June
projection (s.a.) projection
PROJECTION
» GDP and CPI inﬂation (y-o-y) (%) 2.6 30
components
» Labour market Core inflation (y-o-y) (%) 2.7 2.2
» Exchange rate . .
Inflation of food pricedy-o-y) (%) 1.1 2.4
» Inflation
Inflation of energy prices$y-o-y) (%) 5.1 7.0
UNCERTAINTY

» Risk factors
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CHANGES IN
THE SCENARIO

» Review of changes

» Model
re-estimation

» Exogenous
assumptions

JUNE PROJECTION
for 2010-2012

» GDP and
components
» Labour market * GDP and its components
» Exchange rate « Labour market
» Inflation - Exchange rate
 Inflation
UNCERTAINTY

» Risk factors
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CHANGES N _ Investment outlays
| (alternately)
» Review of changes
» Model
re-estimation
» EXogenous Gross fixed capital formation (y-0-y) (%)

assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate
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CHANGES IN
THE SCENARIO

» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate

Gross fixed capital formation: decomposition

» Inflation
-10
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CHANGES IN

THE SCENARIO Decomposition of potential output growth
» Review of changes
» Model
re-estimation D
» Exogenous
assumptions
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CHANGES IN Individual consumption
THE SCENARIO .
(higher from 2010 Q3)

» Review of changes

» Model
re-estimation

» EX0genous Individual consumption (y-o0-y) (%)

assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate

» Inflation 0 T T T T T T T 1

03Q1
0304
04Q4

UNCERTAINTY

» Risk factors
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CHANGES IN Contribution of net exports
THE SCENARIO , ,
(higher till 2011 Q2)

» Review of changes

» Model
re-estimation

Contribution of net exports (pp)

» Exogenous

assumptions 4 -
» Starting point
3 -
2 -
PROJECTION
» GDP and 1-
components 0
» Labour market
-1 -
» Exchange rate
-2 -
» Inflation
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CHANGES IN GDP
THE SCENARIO ) )
(higher from 2010 Q3 till 2012 Q2)

» Review of changes

» Model
re-estimation

» Exogenous GDP (y-0-y) (%)

assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate

» Inflation

UNCERTAINTY

» Risk factors
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Labour market

CHANGES IN
THE SCENARIO (similar change rate in the number of working persons and the unemployment rate,
» Review of changes lower growth rate of wages till 2011 Q1, lower ULC)
» MOdel Employment (y-O-y) (%) Unem p|0yment (pp)
re-estimation 61 20 -
5 |
» Exogenous 4
assumptions 5] 161
. . 2
» Starting point 1] 124 /_____<
0
-1 8 /
-2
PROJECTION 3 4
— < <t < <t < <t <t <t <t < - < < < < < < < < < <
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» Labour market Gross wages (y-0-y) (%) ULC (y-0-y) (%)
1. 10
» Exchange rate 10 - 8
. 6
» Inflation 6 4
2
4 N
0
2 -2
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CHANGES IN Exchange rate
THE SCENARIO

(stronger)
» Review of changes
» Model
re-estimation
» Exogenous Real effective exchange rate (REER)
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate
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» Risk factors
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CHANGES IN Core inflation *

THE SCENARIO (l )
ower
» Review of changes

» Model

re-estimation

: : 0
» Exogenous Core inflation (/0)

assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate
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» Risk factors
* Core inflation does not include prices of foodlaron-alcoholic beverages or energy prices



National cBank -of Poland

CHANGES IN

» Labour market

THE SCENARIO Determinants of core inflation
» Review of changes
» Model
re-estimation 20 1 T
» Exogenous
assumptions 15 1
Starting point — i 4
» ap S 10
> 5 - -
Q
roxcror [ o
g 07 T
» GDP and ©
components <
=
o
o

» Exchange rate

» Inflation 20 L
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UNCERTAINTY

Gap between the number of working persons in the equilibrium and the current number of working persons
» Risk factors = |mport prices (excluding oil and natural gas)
=—ULC
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CHANGES IN
THE SCENARIO

» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

PROJECTION -3 1

» GDP and
components

» Labour market

» Exchange rate

» Inflation

UNCERTAINTY

» Risk factors

Inflation of food and energy prices
(food growth rate higher till 2012 Q1,
higher growth rate of energy prices till 2011 Q4)

Food prices inflation (%)

03Q1

Energy prices inflation (%)
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CHANGES IN CPI inflation
THE SCENARIO ) ,
(higher till 2011 Q4)

» Review of changes
» Model

re-estimation

CPI inflation (%)

» Exogenous
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate
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» Risk factors
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CHANGES IN . . .
THE SCENARIO Inflation projection— June 2010

» Review of changes

» Model
re-estimation 6 - -6

» Exogenous per cent
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate

» Inflation 1 - -1

UNCERTAINTY 0 I I I I I I I I I I I I I I I I I I I I I I O
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» Risk factors
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CHANGES IN

THE SCENARIO Probability distribution of inflation
» Review of changes
» Model
re-estimation o . . .
Probability of inflation running
» Exogenous
assumptions 0 0 0 below the in the range
| | below 1.5% below 2.5% below 3.5% central path (1.5%: 3.5%)
» Starting point
2010 Q2 0.05 0.57 1.00 0.46 0.95
2010 Q3 0.12 0.55 0.96 0.47 0.84
201004 | o013 052 053 047 080
» GDP and 2011 Q1 0.13 0.49 0.90 0.47 0.76
components
2011 Q2 0.12 0.46 0.88 0.47 0.76
» Labour market
2011 Q3 0.09 0.37 0.79 0.48 0.70
» Exchange rate 2011 Q4 0.08 0.34 0.74 0.48 0.67
» Inflation 2012 Q1 0.08 0.32 0.72 0.49 0.64
2012 Q2 0.09 0.33 0.70 0.49 0.61
2012 Q3 0.10 0.34 0.69 0.50 0.59
UNCERTAINTY
2012 Q4 0.12 0.36 0.69 0.49 0.57

» Risk factors
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CHANGES IN . .
THE SCENARIO GDP projection — June 2010
» Review of changes
» Model
re-estimation
» Exogenous 97 er cent 9
assumptions g - P 8
» Starting point 7 7
6 - 6
» GDP and 4 - 4
components
» Labour market 37 3
2 - 2
» Exchange rate
1- 1
» Inflation 0- 0
-1 - -1
UNCERTAINTY
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CHANGES IN
THE SCENARIO

» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting pin UNCERTAINTY
OF THE PROJECTION

PROJECTION

» GDP and
components

» Labour market
» Exchange rate

» Inflation

UNCERTAINTY

» Risk factors
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CHANGES IN
THE SCENARIO

» Review of changes

» Model
re-estimation

» Exogenous

assumptions

» Starting point Risk factors not accounted for
1n the projection

PROJECTION

» GDP and

components

» Labour market
» Exchange rate

» Inflation

UNCERTAINTY : ——
Scale of impact: *** significant

**  medium
* small

» Risk factors
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CHANGES IN
THE SCENARIO : . Scale of
Risk area Description Impact
: impact
» Review of changes
» Model » The uncertainty with respect to the rate of moryesad
re-estimation fiscal policy tightening in the euro area and theuamg risks
» Exogenous for growth and inflation in Poland's main tradetpars.

assumptions ) ) ] ] ] ) ]
External = High uncertainty in the world financial markets nested inflation <

» Starting point environment with the effects of increasing indebtedness of seme- GDP <
area countries.

*k%k

» Developments of commodity prices and cross exchange

PROJECTION rates (including, in particular, USD/EUR exchangte).
» GDP and
components » Lower than accounted for in the projection leveEtf

» Labour market fund utilisation.

» Fiscal policy adjustments (on the revenue and ekpae

» Exchange rate Recovery side) in connection with consolidation measureanoed . :
: . : inflation { .
in domestic by the government (among others, spending rulezing GDP L

» Inflation demand public sector wages in 2011).

» Nature of adjustments in the private sector in Rilas the

economy enters the recovery phase — developments in
UNCERTAINTY . , :

inventories and investments

» Risk factors
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CHANGES IN

THE SCENARIO

» Review of changes

» Model
re-estimation

» Exogenous
assumptions

» Starting point

PROJECTION

» GDP and
components

» Labour market

» Exchange rate

» Inflation

UNCERTAINTY

» Risk factors

Risk area

Food and
energy
prices of
Poland

Data after
the cut-off
date

Scale of

Description :
impact

Impact

= Significant uncertainty of the future effective bange rate
of the zloty, connected, among others, with redl mominal
economic developments around the world and in Rioldre
rate of accumulation of general government sectbt dnd

international financial flows.
inflation < o

= Unknown scale of regulatory measures in the enegket  gppe

in Poland.

» Uncertainty as to the impact EU regulation on wice
Poland (connected, among others, with natural enment
protection, including carbon dioxide emissions, eegllatory
measures in the food market).

= GUS estimate of GDP 0.4 percentage points lower than

assumed at the starting point of the projection. inflation 1

GDPl!

*
» Higher than expected data on the path of agriclltur
commodity prices in the world markets in May 2010.

inflation <

Summary GDP |



