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Poland: Superb production performance
calls for near 5% GDP growth in 4Q17

The overall performance of the Polish economy (with strong wages
and activity) is outpacing NBP projections. But we see only 4 MPC
members ready to support a hike sometime in 2018, and finding
further support is difficult.

Source: shutterstock

Industrial production accelerated from 4.3% YoY to 12.3% YoY (strongly above market consensus -
9.9% YoY). The double digit figures were supported by both statistical base effect (Oct-16
production fell into negative territory at -1.3% YoY) and positive working day difference (+1 vs. one
month ago). Still the changes indynamics in seasonally adjusted terms were impressive, with
acceleration from 6.9% YoY to 9.7% YoY. GUS comment indicates rather broad-based acceleration
with leading role of manufacturing (14.0% YoY) especially in case of intermediate & capital goods,
but also with sectors related to construction (production of metal and related products). Still
double digit growth seems unlikely in forthcoming months - we expect rather moderation of
industrial production to about 8% YoY in Nov-17 and 4% YoY in Dec-17.
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12 3 Industrial production (%YoY)

Better than expected

The construction output accelerated modestly from 15.5% YoY to 20.3% YoY (below expectations
(24% YoY). We still see relatively low expansion of EU funds - in 3Q17 BGK paid PLN6.75bn, which is
still below average payments for the third quarter from previous perspectives (PLN10.3bn). But in
YoY terms this is nearly double what was paid last year (PLN3.5bn), so the low base effects helps.

Retail sales came close to market expectations at 7.1% YoY (vs. 7.5% YoY in September). Car sales
volume continued positive acceleration (from 7.1% YoY to 11.8% YoY), as did durable goods
purchases (RTV & household appliances) and semi-durables (miscellaneous products), maintaining
their solid pace (respectively 12.0% YoY and 9.8% YoY). Supportive effects of child benefit and
wage acceleration seem still to be bolstering consumption.

Allin all, todays data remains consistent with another very strong GDP reading. We don't have
details about recent GDP structure, but based on our estimates we see next quarter reading even
slightly stronger than observed already in 3Q17. We estimate 4Q17 GDP dynamics close to 4.7-5%
YoY vs 4.7% YoY seen in 3Q17.

The recent activity outpace trajectories presented by the recent NBP inflation projections, yet both
strong wages and superb activity levels are unlikely to change MPC members' approach.

After the last NBP projection, in a long series of comment we see only 4 MPC members ready to
support hike sometime in 2018, ie earlier than governor Glapinski is calling for (after 2018). We see
Gatnar, Hardt, Zubelewicz and Osiatynski in the hawks camp. Swing voters whose vote are crucial
are Kropiwnicki, Ancyparowicz and Sura - still rather following the governor. The NBP CPI
projections should be undermined strongly before they change their mind. We assume the rate
hike is most probable at 4Q18 with 30-40% of the earlier move.

NBP - GDP projections (%YoY) vs. ING forecasts

Recent activity strongly outpace NBP projection. We see 2018 forecast as too conservative.
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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 regulation 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 http://www.ing.com.
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