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Poland: Five takeaways from NBP
meeting

The Monetary Policy Council (MPC) left rates unchanged. We expect
stable rates in 2018 and 2019. The MPC is likely to extend guidance into
2020in 2H18

The MPC left interest rates unchanged, in line with wide expectations. NBP Governor Adam
Glapinski reiterated there is no need to increase rates both in 2018 and 2019 and refrained
from comments regarding 2020 prospects. Here are our five major takeaways from the
meeting:

@ July projection should present a slightly lower CPI
trajectory

National Bank of Poland (NBP) Governor Glapiriski confirmed that the CPI trajectory in July
projection should be (in his opinion) slightly lower compared with the March round. The
downward revision was explained by low inflationary pressures in the external environment.
We forecast average CPI at 1.6% YoY in 2018, well below the March projection (2.1% YoY).
Major revisions should come from core inflation - the March projection assumed 1.5% YoY
dynamics at the end of 2Q18. The May release of CPl data suggests instead that core inflation
is nearly 1ppt lower.
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© NBP response to ECB tightening should be flexible

Recent comments regarding the June ECB decision were discussed in the Q&A session. NBP
Governor Glapiniski stated that there is no need to increase rates in response to the tapering of
QE. The governor acknowledged its effects may be negative for Polish assets. Glapiriski also
highlighted that potential future rate hikes from the ECB should trigger a NBP response, yet the
strong disparity between rates in the Eurozone and Poland should grant some flexibility.

€ MPC hawks are less worried about labour market conditions

According to MPC member comments labour market conditions are less tight compared

with 1Q18. Hawk E.Gatnar quoted results of an internal NBP survey, which lead to the
conclusion that pressure on enterprises to increase wages has diminished. The positive surprise
came from the increase of the activity rate amongst older workers (50+).

@ Higher oil prices and PLN depreciation are not a concern for
inflation

NBP Governor Glapinski highlighted that the impact of higher oil prices should be short-lived
and CPI is unlikely to increase much further in the coming months. We expect CPI to peak

in June or July and return close to the lower boundary of the NBP's target in 4Q18. E.Gatnar
discussed the possibility of second-round effects, yet stated that NBP research sees limited
response from higher transportation costs. ING estimates each increase of Brent prices (PLN
denominated) by 10% results in core inflation pick-up by 0.15ppt. Both Governor Glapiriski and
MPC members indicated the PLN level is not a concern.

@© Strong contribution of inventories in 1Q18 GDP was a one-
off phenomenon

There is a wide consensus in the MPC that the 1.8ppt contribution of inventories was a one-off
phenomenon. MPC's hawk E.Gatnar highlighted that this category will translate itself into
higher exports or investments in the second quarter.

The bottom line

We expect the MPC to maintain stable rates both in 2018 and 2019. Given supportive
economic conditions and the still distant prospect of ECB interest rate hike, Committee
Members are likely to extend the guidance into 2020 as well in 2H18 (likely in July or
November with the release of new economic projections).
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to requlation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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