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March GDP projection compared to November projection

= Private consumption Public consumption
mmm Gross capital formation  mmmmm Net exports © Higher net exports contribution to GDP growth in 2018.
—— GDP
R T s - 0,8 . o ,
©+  Stronger growth of gross capital formation in 2018, related to higher
EU funds absorption by local government.
p.p.
 Legislation package, planned by the government, significantly
increasing expenditures on social benefits and reducing tax burden.
04 04 © Lower enegy prices for households and businesses in 2019.
’ 2018 2019 2020 ’
© Higher wage growh in the public sector in 2019.
90% mmmmm 60% . 30%) e—NoVv 18 Mar 19
3 ] 3 {  Lower expected economic growth in the euro area.
6 - 6
yly, % 5 1 5
4 L - 4
37 3 GDP yly, % 2018 2019 2020
2 A 2
1 1 November 2018 4.8 3.6 3.4
(1) ] 01 March 2019 5.1 4.0 37

“15q1  16g1  17q1 18ql  19q1  20gl 20q4
Source: GUS data, NBP calculations.
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March CPI projection compared to November projection

mmmm Core inflation
mmmm Energy prices

Food prices
e CP| inflation

L et -

-0,4
-0,8
1,2
16

p-p.

90% — 60%
e \ar. 19

— 30%
e inflation target

yly,

'2 T T T T T T T T T T T T T T
15q1 1691 1791 18qg1 19q1

Source: GUS data, NBP calculations.

- 0,8

0,4

- 04
- 08
12
- 16

T T T T T '2
20g1 2094

Substantial fall in global oil prices in 2018Q4.

{  Freezing of electricity prices for end-users in 2019 on the
2018 level.

¢  Stronger than anticipated impact of immigration from
Ukraine on Polish potential output growth.

{  Special offers for mobile telephony and digital and cable
TV lowering core inflation in 2018Q4.

CPlyly, % 2018 2019 2020
November 2018 1.8 3.2 2.9
March 2019 1.6 1.7 2.7
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Weak 18Q4 data and deterioration of the export outlook contributed to the reduction of economic growth

forecast for the euro area in 2019-2020

NBP forecasts
(November 2018 projection in brackets)

Forecast for GDP growth in the euro area (%, pp., y/y)

3 -
GDP yly, % 2018 2019 2020 —
Euro area 1.8(2.1) 1.2 (1.8) 1.5(1.6) 14
Germany 15(1.8) 0.9(1.8) 1.4 (1.6) 0
United States 29(29) 25(2.6) 2.0 (2.0) 1
2015 2016 2017  2018p  2019p  2020p  2021p
. = Private consumption mmmm Public consumption
China 6.6(6.6) 61(61) 60(60) I vstront TP Netexports
mmmm Change in inventories — GDP
Business confidence (PMI manufacturing, p.) Negotiated wages growth (%, yly) and unemployment
rate in the euro area (%)
62 - 4,0
0 35
57 - 3,0 -
) 2,5 -
52 - 2,0
15 -
47 - 1,0 T T T T T T
2017 2018 2019 2000 2003 2006 2009 2012 2015 2018-
I euro area e Germany France 2021(f)
— |ta]y — Spain

Source: Eurostat, European Commision, EAD calculations.

Exports from the euro area by destination
(%, yly, 3-month moving average)

14
12 -
10 -
8 4
6 4
4 fl I I
2 4
|II||II|I|___
0 ‘
2
2017 2018
us mmmm China
Other emerging markets Other developed econ.
mmmm Other Exports from EA
Consumer confidence in the euro area (CCl, p.)
4 5
0
! -5
-10
10
-15
13-20
-25

e Negotiated wages (LHS) e====Unemployment rate* (RHS)

* Unemployment rate is inverted in the graph.

— taly

France

= euro area —Germany

e Spain
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Slower growth in China, deepened by the trade dispute with the United States

Forecast for GDP growth in China Industrial production and retail sales PMI Markit (p.)
0 %, yly, 3-month moving average
8.0 - (%, yly) 1 (%, yly g ge) 55
10 | 54 -
757 53 -
9 4
52 -
7,0 - 8 |
51 -
6,5 7 50 |
6 f-’-—-_r-\_\/\ 49
6,0
| ‘II‘III‘I I ‘II‘III‘IV | ‘II‘III‘IV | ‘II‘III‘I I ‘II‘III‘IV I ‘II‘III‘IV | ‘II S ‘ ‘ 48 -
2016 2017 2018 2016 2017 2018
2014 2015 2016 2017 2018 2019 202 : . :
e | ndlustrial production e Retail sales = Manufacturing Composite === Services
e gctual data e Bloomberg
Exports from China to selected countries Selected subindices of PMI NBS Imports of China by geographical region
30 (%, yly, 3-month moving average) 55 in manufacturing (p.) 30 (%, yly. 3-month moving average)
54 -
20 - 53 - 20 -
52 -
10 51 4 10 -

0 49 0
48

-10 - 47 + -10 -
46
20 - 45 \ ‘ -20 -
2016 2017 2018 2016 2017 2018 2016 2017 2018
e F| e ASEAN Japan e United States New export orders Imports e | e ASEAN Japan e United States

Source: Eurostat, European Commision, EAD calculations. New domestic orders Production
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As expected growth in the United States gradually slowdowns

Cumulative nonfarm payroll employment growth in 2018

Forecast for GDP growth in the US (%, p.) (min jobs, s.a.)

Nominal wages (%, y/y)

4 - 35 3,7 1
[ 3,5 -
3,0 33
1 3,1
25 29
2,0 2,7
2,5
15 2,3 -
1 2,1 -
1,0 19 -
0,5 - 1,7 -
15 -
2012 2013 2014 2015 2016 2017 2018F 2019F 2020F 2021F 0,0 ‘ ‘ ‘ ) 1.3 ‘ ‘ ‘ ‘ ‘ ‘
s Private Colns.umption. mmmm Private investment Mar Jun Sep Dec 2007 2009 2011 2013 2015 2017 2019
Changes in inventories Net exports mmm Range — 0018 e \lean )
mmmm Public consumption GDP Average hourly wages 3-month moving average
Impact of fiscal policy (pp.) ) ]
Consumer confidence and houholds wealth on real GDP growth* (% g/q SAAR) Nominal corporate profits (% yly)
130 - . 12 -
120 = Consumer confidence (p., LHS) 10
i = Households' net wealth (% GDP, RHS) 8 |
110 r
6 4
100 - - 4 |
90 - L 2
80 - . 0 -
2
70 - r 4
60 | 360 2 | Fiscal policy contribution 6
50 ‘ ‘ ‘ ‘ ‘ 330 3 4-quarters moving average 8
1990 1993 1996 1999 2002 2005 2008 2011 2014 2017 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2016

2017 2018
*Hutchins Center on Fiscal and Monetary Policy estimates. mm— Domestic = Foreign Total

Source: BEA, BLSI Economic PoIici Uncertainiti FRB, Hutchins Center on Fiscal and Monetaq PoIiciI EAD calculations.
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In 2018Q4 Polish economy still expanded at a high rate...
Industrial and constr. production yly — Retail sales yly
—2F§eal wage fund in corporate sector y/y =——GDP yly 1o
8 -8
1893 18g4
4 - -4
GDP (yly) (%) 51  (46) 49 (4.9
0 0
Domestic demand (yly) (%) 6.2 (5.6) 4.3 (4.9
-4 - - -4
I(-(!/(z)usehold consumption (y/y) 45 (4.6) 42 (45) N .
0991 10g1 11gl 12gq1 13g1 1491 15q1 16g1 17q1 18ql
Public consumption (yly) (%) 3.6 (4.7) 46 (4.6)
PMI Poland and business sentiment (GUS) — general expected
Gross fixed capital form. (y/y) economic conditions (s.a.)
(%) 9.9 (8.0) 6.9 (6.2 20 - h\ -
Eksports (yly) (%) 49 (65 7.2 (5.0 10 1 W 54
0 50
Imports (yfy) (%) 69 (74) 61 (6.0 \
-10 4 - 46
Net exports contribution (p.p.) -0.9 (-0.7) 0.7 (-0.4) 20 A L 40
-30 - L 38

Values from the November projection are given in brackets (1894 seasonally adjusted). Indicators with values
higher than in the November projection are marked green, and indicators with lower values are marked red.

Source: GUS data, NBP calculations.

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

industry construction trade = PMI| Poland (RHS)
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... in the quarters to come the growth will gradually decline following the economic slowdown in the
euro area and the slowdown in the growth of EU funds absorption

mmmm Consumption Gross fixed capital formation 1+ Private consumption is the main factor behind GDP

=== Change in inventories mmmm Net exports . . .

a—GDP growth over the projection horizon due to favourable
labour market conditions and expansive fiscal policy

planned by the government.

Gradual slowdown in the euro area will have a
negative impact on the GDP growth at home.

4 Gross fixed capital formation dynamics will weaken in
2019-2021 following the slowdown in the growth of EU
funds absorption.

o B N W O » ~
1 T T T T T T 1
o P N W A O » ~

&

'
N

1

' 1
N [l

18q1 19q1 20q1 21q1 21g4
yly, % 2018 2019 2020 2021

GDP 51 4.0 3.7 3.5

Source: GUS data, NBP calculations.
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Consumption demand as the main driver of GDP growth in the projection

Consumption forecast

12 - - 12
8 - -8
4 - -4
0 -0
-4 . - -4
Household consumption (y/y, %)
Public consumption (y/y, %)
-8

. . : : : . ] . ! -8
12q1 13q1 14gl 151 16ql1 17q1 18gl 19gq1 20ql 21ql 21g4

Consumer confidence indicators

10 ¢ current (BWUK)

== |eading (WWUK)

2008 2010 2012 2014 2016 2018

Source: GUS data, NBP calculations.

Private consumption:
i) Favourable labour market conditions.

@ Legislation package, planned by the government, significantly increasing
expenditures on social benefits and reducing tax burden.

@ Low interest rates facilitate financing consumption through borrowing.
0 Weakening growth of wages and employment in 2020-2021.

8 Higher inflation towards the end of projection horizon.

Public consumption:

£ 2019 Budget Act — increase in wages in the budget sector and selected
professional groups (i.a. teachers, academic teachers and employees of
uniformed services).

i Higher expenditures on local transport under government legislation package
announced in February.

4 Lack of detailed information on the public consumption expenditure in 2020-

2021.
yly, % 2018 2019 2020 2021
Household consumption 4.5 4.4 4.3 3.6
Public consumption 3.7 5.1 3.3 3.1
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Still good financial situation of households

Disposable income decomposition (constant prices) (y/y, %)

1843 18q4 mmmm Net transfers and taxes excl. 500 plus == 500 plus
ULC (yly, %) 3.3 (3.3) 31 (3.5) s Wage fund Property income
Labour productivity (y/y,%) 4.4 3.9) 39 (3.2) = Operating surplus e Disposable income (yly, %)
Gross wages (yly, %) 76  (6.9) 73  (6.7) 8 7 -8
Employment LFS (yly, %) 0.7 (0.7) 0.9 (1.1)
Unemployment rate LFS (%) 3.7 (3.3) 3.6 (3.3) 6
Participation rate (%) 56.4 (56.2) 56.4 (56.4)

Values from the November projection are given in brackets (seasonally adjusted). Indicators with values higher
than in the November projection are marked green, whereas indicators with lower values are marked red. 4

Financial situation of households and fear of being

unemployed
80 - 2
60
40 - 0 -
20 A
0 -2
-20 1
-40 - R S -
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 18q1 19q1 20q1 21q1 21q4
Current financial situation of households

= Financial situation of households in the next 12 months

. : NBP calculations.
e Fear of bemg unemp|0yed Source: GUS data, calculations
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Diminishing employment growth, slowdown of unemployment rate declines

LFS employment by sectors (y/y, %)

50 == mmm e e e e e e Y e e e e e - - 6,400 12% -
A% - == mmmmmmmmmmm e — | | ==- 6,200 9%
3% | ————————————————————————— ||| il - 6,000 6%
diffl (AT :
2% HHHIHHH---- - - - -~ -~ -~ -~ -~ - - - - - - - -- HHHE | | 5,800 3%
fifitnn A o
1o HHHM G - ------ - - - [ 5,600
oo s~~~ NOMAAO00RMMANAAMANNL . ..,
"N N
B R i e ) 5,200 9% - -5,6%
e AQricUlture e |ndustry and construction Services
-2% 5,000 -12% -
2011 2012 2013 2014 2015 2016 2017 2018 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
m y/y, LHS e—s.a., RHS
259 - Unemployment rate — labour offices and LFS data (%) , . Unemployment rate changes — decomposition (y/y, p.p., LFS data)
20% A 2
15% A 0
10% - = -2
10,4% 5 8% Changes in participation rate
— ' 4 mmmm Changes in employees
on 4 -
5% 7,0% "~y = Changes in population
LFS unemplyment rate 389% Changes in unemployment rate (y/y, pp.)
0% T T T T T T T T T T T T T T T T T T T T T 1 -
1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: GUS data, NBP calculations, NBP guick Monitorina.
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Labour shortages 600 Changes in labour force, thous. yly coo
mmmmm Demographic structure
— i i = 500 f---------------- s Population . 500
Economlcauy aCt'Ve_(S-a.é 2005¢1=100%) Participation rate (population 60/65+ years of age)
Popglfithh (200591=100%) 400 - Participation rate (population-45-59/64 years of age) F 400
106% - Participation rate (s.a., RHS) 57y = Participation rate (population 25-44 years of age)
0 56.4% ° 300 - mmmmm Participation rate (population 15-24 years of age) - 300
. Labour force
104% - A e —— r 200
100 - 100
0, 4 - 0,
102% 55% 0 0
100% - ﬁ,-»\ T L 54%  -100 -100
ol -200 -200
98% 1 - 53%
-300 f-----------------o--d - -300
96% — T T T T 52% “400 L----mmmmmm e L -.400
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 18q1 19q1 20q1 21q1 2194
Changes in participation rate by age groups
Women Men
95% 1~ 95% -
90% A 90% A
85% - 35-44 85% A M
80% - T NN — 80% 1~ 25.52
75% A 75% -
70% - 40% TO% i -~ g~ g e W ™ e~ s~ ——15;245'_@. 40%
e N R D L L e e == === | 3% 65% 1 30%
] - 60% A
60% 45.59 15-24 (RHS) 20% o 20%
55% 1 55% 1 55-64 65+ (RHS)
50% - _____________603(&"5)- 10% 5006 {em e - - - - - - - - N = 10%
45% 0% 45% v 0%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2010 2011 2012 2013 2014 2015 2016 2017 2018
Source: GUS data, NBP calculations.
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Stabilisation of immigration from Ukraine Employment LES yiy
e Employment LFS + Ukrainian workers yly
—
Estimate of number of Ukrainians Number of declarations and seasonal 3,0%
. . . .. 0,
based on residence data work permits issued to Ukrainians 2.5% 2,4% 2.1%
1400 - 2500 - 8000 2,0%
1200 - 1,5%
171 284 2000 - B
1 ] 1,0%
j 000 133 . 0.4%
2 800 = =8 5 1500 0,5%
= [=
] % 0,0%
600 1000 - 0.0% -0,1%
400 - -0,5%
500 - 2012 2013 2014 2015 2016 2017 2018
200 A
0- o /I e Population LFS 25-60/65 yly
2013 2014 2015 2016 2017 2018 2010 2011 2012 2013 2014 2015 2016 2017 2018 bopulation LES 25-60/65 + UA immi y
i == Population - + immigrants
Estimate of number of stays based oy biometric Number of work permits (LHS) P 9 vy
passports ) 0,8%
Permanent, temporary, and long-tefm resident's EU Number of seasonal work permits (LHS)
residence permits (valid) 0.4% 0,5%
mmmm Visas issued for work, own busingss, the Pole's Cards mmmmm Number of declarations of intentions (LHS '
— St i immi 0,0%
Z\s\}g?;te Qf effective number offegal immigrants e Number of visas issued based on decfarations and seasonal ’
ge in a year) .
work permits (LHS) 0.4%
e \Number of PL-UA border crossings by foreign nationals (to '
Poland, excl. LBT, RHS) o
-0,8% 1%
11 June 2017 — EU visa liberalisation i.a. for 1 January 2018 — changes in national law 1.2%
Ukrainian citizens regarding employing of foreign nationals -1,1%
— -1,6% -1,5%

Source: Border Guard data, Ministry of Family, Labour and Social Policy, GUS, NBP calculations. 2012 2013 2014 2015 2016 2017 2018
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Number of immigrants from countries other than Ukraine increases, but still remains low compared to
numer of Ukrainian citizens. Possible outflow of Ukrainian citizens to Germany.

450

400

350

300

250

Thous.

150

100

50

mmm \\Vorkers

2012

=== Number of insured

Number of Ukrainian citizens insured in ZUS
(18Q4, thous.)

Other insured

Non-agricultural business owners

2013 2014 2015 2016 2017

421

2018

600

500

20%

15%

10%

5%

0%

Number of foreign nationals insured in ZUS
(2016-2018, thous.)

Non-Ukrainian foreign citizens m Ukrainian citizens

I119IIIIIIII
86

| | | 421

149

16q1 16q2 16g3 16g4 17q1 17g2 17¢3 1794 18ql 18g2 18q3 18g4

Share of Ukrainian citizens among employed foreign nationals
in Czech Republic, Slovakia and Germany

| vl

Czech Rep. Slovakia Germany

m2012 2013 2014 m2015 = 2016 2017 2018

Source: Border Guard data, Ministry of Family, Labour and Social Policy, GUS, NBP calculations, the Czech Statistical Office, the German Federal Employment Agency, the Central Office of Labour, Social Affairs and Family of the Slovak Republic.
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Stabilisation of high labour demand. Expected gradual decline of employment growth.
Vacancies ;
Employment forecasts (in pp.)
= NUumber of vacancies within a month (sa. LHS)
Number of non-subsidized vacancies (sa. LHS)
= |nverse of labour market indicator (RHS)
180,000 + 150 30
160,000 140 20 | GUS = NBP Quick Monitoring (s.a.)
140,000 130
10 |
120,000 120
100,000 110 0
80,000 100 19 |
60,000 90
_20 i
40,000 + 4 80
20,000 . . . . . . . . . . . L7030
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2007 2009 2011 2013 2015 2017 2019
Share of companies reporting Q|ff|cult|es wnh finding new Employment and participation rate forecast
employees as a barrier for expansion
16% 1 ] Empl t(yly, %
= Employmen ,
14% | .. ploy (yly, %) .

12% A
10% A
8% A
6% -
4% ~
2% A
0%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Paricipation rate (%, RHS)

- 56

- 55

0 \/ . . . . : . . :

-1 A

-2 L 54
12q1 13gq1 14g1 15q1 16q1 1791 18ql 19q1 20gl 21ql 21q4

Source: GUS data, NBP guick Monitorina NBP Yearlx Survei NBP calculations.
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Elevated wage growth decreases in projection horizon

Nominal wages Government expenditures on salaries General government wage fund*
(yly, %, s.a., last data point 2018Q3) (current prices, yly, %) (current prices, yly, %)
10% - 20 - 8 8
blic sector Private sector 18 o
=] — 1
8% - ! 7,8% 16 - @ Public administration ! !
14 - National defence 61 6
6% - A 9%12 . Public safety and fire protgction 57 5
" 10 A e Judiciary 4 1 4
4% 1 8 1 3 - 3
61 2 A 2
2% - 4 -
2 14 1
0% T T T T T T T T 0 — T T YT r——T———T— 77— 0 - 0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Share of enterprises reporting wage pressure by 2005 2007 2009 2011 2013 2015 2017 2019 *Wage fiund including social contribution paid by employer

sections of economic activity ) )
Increase in wage pressure and wage growth exceeding

labour productivity (share of enterprises)

Wage growth forecast (y/y, %)

Manufacturing
Arts and entertainment

Information and communication 24 8
Health and social services e firms WiFh wage growth faster than
Construction 20 - productivity growth 6
~ Education firms with increasing wage pressure
Accomodation and catering 16
Transport 4
Administration services 12 1
Mining and quarring
Water supply, sewarage 8 2
Other se::/rii:z \ - N Yo S / 0 \ === Nominal wages (y/y, %) 0
L P 4 4 - T T T T T T T T T
Scientific activities V
Energy e Real wages (yly, %)
Real estate 0 : : : T T T \ -2 - - -
0% 56% 106% 2012 2013 2014 2015 2016 2017 2018 12q1 13qgl 1491 1591 16q1 179l 189l 1991 209l 21qgl21g4

u Pressure exists m Pressure intensified Source: GUS, NBP Quick Monitoring, MF, NBP calculations.
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Weakening growth of gross fixed capital formation in 2019-2021

12 ~ 12 Public sector investments:
. 1+ Positive, but lower than in 2018, growth in EU funds absorption in 2019.
10 A Pl Sey .10 ¥ Decreasing EU funds absorption in 2020-2021.
Private sector
gl [\ —Gross fixed capital formation (y/y, %) 8 Private sector investments:
1+ Currently favorable demand conditions.
6 | 5 ©  Very high level of capacity utilisation in corporations.
© Low interest rates.
4 10 4 f+  Good economic situation of households.
{ Problems with finding employees.
5 1] n I 4  Lower dynamics of internal and external demand.
4 Diminishing contribution of EU funds absorption.
S2 s - -2
18q1 19q1 20ql 21ql 21q4
yly, % 2018 2019 2020 2021
Gross fixed capital formation 7.3 5.4 3.7 2.6

Source: GUS data, NBP calculations.
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High increase in absorption of EU funds for public investment in 2018.
Lower increase in the absorption in 2019, pronounced declines in the following years.

Public investment growth (current prices, yly, %) Contributions to public investment growth (% y/y , current prices)
100 ~ 40 -
80 30 |
60 - 20 |
40 - 10
20 A
0 - ©
-20 - -10 -
-40 - -20 -
-60 - . . : , . 30
13q1 l4ql 15q1 16q1 17q1 18q1 2013 2014 2015 2016 2017 2018Est 2019F 2020F 2021F
Local gov. e TOtal = | ocal gov. mmmmm National Road Fund Polish State Railways Other emmgems Total
Public investment, bn PLN, current prices Absorption of EU funds for public investment, % GDP
120,0 ~ 1,8 +
1,6
100,0 A '
1,4 -
80,0 A 1,2 4
60,0 - 1,0 4
0,8 -
40,0 A !
0,6 -
20,0 1 0.4 -
0,0 0,2 -
S S S S 23 s 2 & g 0,0
S| g5 5 |==|==]=2=] = 5888293238858y
SR8 8888 8R_RC88C8 2 8§ §
2014 | 2015 | 2016 | 2017 |2018 Est| 2019 F | 2020 F | 2021 F g 2 & §
m National mEU Framework 2007-2013 ® Framework 2014-2020 I3V

Source: GUS, Eurostat, MoF, PKP PLK, BGK, NBP calculations. Est — EAD estimate, F — EAD forecast




M Narodowy Bank Polski Inflation and economic growth projection of the NBP

1,8
1,6
14
12
1,0
0,8
0,6
0,4
0,2
0,0

26

Expected acceleration of business investment in 2019, however its growth will be lower than in the previous

business cycles. In the subsequent years its growth is forecast to slow down.
Capacity utilisation and demand barrier (%, s.a.)

2007

2013

Absorption of EU funds for businesses, % GDP

85 - r 30
= Framework 2007-2013 = Framework 2014-2020 83 | L 24
81 - - 18
79 - r 12
O m B 75 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ Lo
8§ 82 32 23 2 2 28 3288 a o = 2007 2009 2011 2013 2015 2017 2019
d &8 8§ &8 & & &8 8§ & &« s 9 9 capacity utilisation (LHS) demand barrier (RHS)
N N N

Contribution to the investment growth by economic activity
(yly, current prices, pp.)

2014 2015 2016 2017 2018

Construction ®Trade H Industry Transport m Services

Source: GUS, NBP Quick Monitoring, NBP calculations.

Development barriers in 201894

inflation/commaodity prices

lack of staff

taxes/regulations

increase of energy prices
labour costs

high uncertainty

strong competition

exchange rate fluctuations/level
low demand

payment gridlock

-4 -2 0 2 4 6 8 10 12 14

u the scale of the problem
(1894)

H g/q change

yly change
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Contribution of net exports to GDP growth in 2020-2021 close to neutral

mmmm Net exports contribution (pp., RHS)
e Exports (yly) (%)
e |mports (y/y) (%)

e "5 Net exports:
7 I EEEEE - 4 _ _ _
, ¢  Slowdown in global trade and weaker economic growth in
the euro area in 2019-2021.
-2

f+ Gradual decline in domestic demand growth.

T
[EnY

-0 1+ Still relatively high competitiveness of the Polish economy.

[aY
()]
T T
! ' 1 '
H w N [l

20 T T T T T T T T T
12q1 13ql 14g1l 1591 1691 1791 18gl 1991 20ql 21gl21g4 yly pp. 2018 2019 2020 2021

Net exports

contribution to growth 0.0 03 0.1 01

Source: GUS data, NBP calculations.
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Slight deterioration of positive current and capital account balance in 2019-2021

Current and capital account balance (% GDP)

6 - 6 ©+  Still relatively high competitiveness of the Polish economy.
mmmm Remittances [ ] m =
4 o [ | 4 U Decrease in surplus in trade of goods and services in 2019 — still
= Primary income 2R L2 relatively high growth of domestic demand accompanied by
decline in demand for Polish exports.
Secondary income 0 1 -0
9 - - 4  Decrease in surplus in capital account in 2021 — slower inflow of
mmmm Goods and services EU funds for investment purpuses towards the end of the 2014-
-4 - - -4 2020 framework.
Current and capital account (% 6 - L 6
GDP) 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Goods imports to Poland (current prices, %, pp., Y/y) Goods exports from Poland (current prices, %, pp., y/y)
. 16 -
4 14 -
4 12 -
4 10 -
4 8 -
4 6 -
4 4 4
4 % -
i -2 ] T r. T . T T T 1
_ -4 A
-6 - -6 -
2012 2013 2014 2015 2016 2017 2018 2012 2013 2014 2015 2016 2017 2018

= |\lineral fuels, lubricants and related materials

mmmmm Machinery and transport equipment

mmmmm Manufactured goods classified chiefly by material euro area mmm other EU countries = non-EU countries
Miscellaneous manufactured articles

mmmmm Chemicals and related products

mmm Other

Total Source: GUS data, NBP calculations.

total
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Lower than expected CPI inflation in 2018Q4. Persistent low core inflation in 2018.
Core inflation and core inflation excl. communication Main core inflation components (yly, %)
vy, %)
34 3 -
Core inflation
24 = 27
Y] “ = = = Core inflation excluding
N communication - 1
yly, % 18q4 1 /12 9
”, ’ 0,4
i . 0‘6 0 L " T T T T 1
CPlI inflation 1.4 (2.0) N .
0 ' 7 w ' ' 1 | —Services
Core inflation 07 (1.1 N 5] Goods
2013 2014 2015 2016 2017 2018 2013 2014 2015 2016 2017 2018
Food prices 11 (1.8) Core inflation decomposition (contributions in pp.) Communication prices dynamics (cumulative , %)
25 8 1
Energy prices 4.1 (5.5)
1,5
Values from the November projection are .
given in brackets (seasonally adjusted). 05
Indicators with values lower than in the
November projection are marked red. 05
-15
2013 2014 2015 2016 2017 2018 -12 -
mmm Goods mmmmm Other services

Source: GUS data, NBP.

= Hotels and restaurants
mmmm Communication
e Core inflation

mmmmm Recreational and cultural services
Housing services

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2013 2014

2015 2016 2017 2018
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CPl inflation will increase in 2020 and then decline slightly to around 2.5% y/y towards the end
of projection horizon

©  Delayed effect of current increase in cost pressure from the labour

mmmm Core inflation Food prices
market and demand pressure.

mmmm Energy prices e CP| inflation

5 <l Stabilisation and then decline of the cost and demand pressure in the
longer projection horizon.

4
Low inflation in the external environment of Poland.
3 e :
Strong competition in the retail sector.
2 Decrease in fuel prices growth in 2019, following a drop of energy
1 commodities prices.
0 {  Freezing of electricity prices for end-users in 2019 at the 2018 level,
permanent reduction in excise duty and interim fee, and compensations
-1 paid to power companies in 2019.

5 ) 1+ Increase in electricity prices in 2020-2021 (phased effect of higher
1291 13g1 149l 1591 16ql 17ql 18ql 19q1 20ql 21q121q4 production costs due to an increase in coal and CO2 emission
allowances prices.

yly, % 2018 2019 2020 2021

CPl inflation 1.6 1.7 2.7 2.5

Source: GUS data, NBP calculations.
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Increase in core inflation in the quarters ahead due to rising labour costs and high demand

m TFP Capital

s NAWRU mmmm Economically active pop.
g —mPotential owtput 6
5 5
4 4
3 3
2 2
1 1
0 - 0
b - -1

== Nominal wages (y/y, %)
e ULC (yly, %)

-2 . . . . : . ] . . 2
12q1 13gl 14gl 15g1 16g1 17q1 18ql 19q1 20ql 21qgl21g4

Source: GUS data, NBP calculations.

=== Output gap (% potential output)
= GDP (yly, %)
= Potential output (y/y, %)

T
'
[

gl | “““]m]] [T el
S i | | 11 pam SIS L L - -2

T T T T T T T T T '3
1291 139l 1491 1591 16q1 1791 18gl1 1991 20gql 21ql21g4

- |mport prices excl. oil and gas prices (yly) (%)
1yz/y, % = |mport prices (yly) (%)

T - -6
1291 1391 1491 1591 16q1 1791 1891 1991 20ql 21gl21qg4
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High supply and low demand are continuing to foster low level of oil prices

Global production, consumption, and changes in crude oil inventories (min b/d) Changes in production of crude oil and liquid fuels in the world (mIn b/d)
105 - -6 25 -
2,0
100 - -4 1,5
1,0 -
95 -2 05 -
0.0 - -— . .
90 + -0 0,5 -
-1,0 -
85 ; ; ; ; ; ; 2 g5
2014 2015 2016 2017 2018 2019 2020 2021 2018 2019 2020

Changes in global crude oil inventories (implied, RHS)

Global crude oil production EOPEC  mNorth America Eurasia South America  ®Non-OPEC countries
e G|obal crude oil consumption
Market crude oil inventories in the US (min b/d) Energy commodity prices index (USD, 2011=1) and crude oil prices (USD/b)
600 i
inventories 5 LA oo r 140
550 12 120
500
1.0 100
450 80
0,8
400 60
0,6
350 40
0,4
300 ' 20
2014 2015 2016 2017 2018 2019 2020 0.2 , , , , , , | , , 0
Source: GUS, Bloomberg, Reuters, EIA, NBP calculations. 12g1 1391 1491 1591 1691 1791 1891 1991 20ql1 219l 21g4
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Domestic inflation will be curbed by low inflation and slower economic growth abroad

Inflation and core inflation abroad (%, y/y)

3,5 1
3,3
3,1
2,9
2,7 A
2,5
2,3
2,1
1,9
1,7 4
15

= |nflation

Core inflation in selected economies (%, yly)

3,5
= Core inflation 3,0 - W\A__/\

2,5 -
2,0 4

0,5 -
0,0

15 fW’\—_

10 W—

2013 2014

2015 2016

United States: output gap (%) and GDP deflator (%

1 4

-
I~~

-

2017

T 2016
2018

2017

e Developed economies
United States

,yly) Euro area: output gap (%) and value added deflator (%, y/y)

3,0

-5 -

2010 2012 2014

e Qutput gap (LHS)

P
a
\' N

2016 2018 2020
e GDP deflator (RHS)

2,5
20
15
10

- 05

- 00

1

0 y an. N
--~

L 2N

2010 2012 2014 2016 2018 2020
e QUtpUL gap (LHS) e \/alue added deflator (RHS)

Source: BEA, CBO, DAE calculations, Eurostat, OECD, Datastream, ONS.

3,0
25

2,0

0,5

0,0

5,0

4,6

4.2

3,8
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3,0

2018 2019

e Emerging markets
e EUro area

Wage fund in Germany (yly, %)

2017 2018p 2019  2020p  2021p
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. I Scale of

Risk area Description Impact .
impact

Escalation of current trade disputes and further spreading of protectionism, leading to larger
disturbances in the global trade, deterioration of economic conditions, elevated uncertainty and
tensions in the financial markets.

: Lower economic growth in the United States due to trade disputes and bigger drop in equity Inflation & &
Global economic . . , . o ;
prices on american stock exchange (low households’ saving rate, with high share of their wealth ok
outiook held in financial assets). GDP 88
The United Kingdom's withdrawal from the European Union without prior agreement on the
terms on which it is to take place — so called no-deal brexit (increase in uncertainty and lower
economic growth both in the UK and the EU).
Impact of the energy Disturbances on global markets of oil and other energy commaodities. Inflation
. L -
sector on inflation in Scale and timing of the impact of the increase in wholesale electricity prices on the tariffs for GDP
Poland end users.
Uncertainty related to the scale of reemigration of Ukrainian workers from Poland due to
Labour supply in changes in law in other EU countries, which will make it easier to employ the citizens of non-EU Inflation 1
countries (i.e. in December 2018 the German government directed to the Bundestag a bill giving *
Poland easier access to the German labour market for skilled workers from outside the EU). GDP ¥
Summar Inflation &
Y GDP &
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CPlI inflation yly, % GDP yly, %
90% mmmm 60% mmmm30% e=mm=central path -——inflation target 90%  mmmm 60%  =mmm 30% e central path
8
7
6
5
4
3
2
1
0
“16q1 17q1 18q1 19q1 20q1 21q1 21q4-2 “16q1 17q1 18q1 19q1 20q1 211 21q4

cPI below  below  below  &OW in the CPI central 50% probability GDP central 50% probability

yly, % 1.5% 2.5% 3.5% c:;tr:' 1?:.2956% yly, % path interval yly, % path interval

2019 37% 87% 99% 49% 62% 2019 17 1.2 2.2 2019 4.0 3.3 4.7

2020 21% 47% 74% 51% 53% 2020 2.7 17 3.6 2020 3.7 2.7 4.6

2021 30% 53% 76% 53% 46% 2021 25 1.3 3.5 2021 35 2.4 4.3

Source: GUS data, NBP calculations.
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