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Polish production remains strong before
second wave

The third quarter brought a robust recovery in Poland supporting our
above-consensus GDP forecast for the period. However, for the fourth
quarter, our GDP forecast is -3.5% YoY. But we are sticking to the view
that the slowdown in 4Q20 will be shallower than what was seen in
the second quarter

Construction of a
bridge in Gdansk,
Poland

The source of the surprise

Polish industrial production in September increased by 5.9% year-on-year vs.1.5% YoY in August.

The data was higher than our above-consensus expectations (ING 3.8% YoY, consensus 3.4%

YoY). Seasonally-adjusted production growth accelerated for the first time in four months, to 3.0%
month-on-month in September from 0.5% MoM in August. Production remains only about 0.4%
lower than in February 2020.

The September data shows the rebound in production was recorded in the following industrial
groups:

1. Durable consumer goods such as furniture, cars and other goods reflected a high
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propensity to consume before the second outbreak. Production increased by 21.2% YoY
compared to 12.7% YoY in August;

2. Capital goods stopped falling for the first time since the spring lockdown, although here the
rebound is subdued at just 2.6% YoY;

3. Manufacturing - the most export-oriented section of the Polish economy, accelerated
strongly, to 7.2% YoY in September from 2.0% YoY in August, and the acceleration was
visible in most segments.
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Higher than expected

Bigger picture

After a record monthly decline in production in March and April, the Polish economy experienced a
very strong rebound in May-June and in the third quarter due to strong pent-up demand locally
and among its main trading partners.

Other long term strengths were also important, diversified production and exports - a low reliance
on the sensitive automotive sector and tourist services and low leverage of the economy before
the pandemic.

Local fiscal policy has also delivered a generous fiscal impulse - so far around 6% of GDP has been
paid to households and companies, and we estimate that up to 5% of GDP is possible in the second
half of 2020 and into 2021.

Industry quickly returned to pre-pandemic levels, whereas during the global financial crisis,
industrial production only returned to the levels seen in September 2008 after 14 months.

Industrial production, seasonally and working day adjusted
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Implications for GDP

Today's data confirms our expectations that GDP growth in the third quarter was higher
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than the consensus forecast. We don't know the September numbers for construction and
retail sales, but we believe that GDP in 3Q20 was about -1.8% YoY, not -2.9% YoY as
assumed by the existing consensus. This means that GDP in 3Q20 increased by about 8%
quarter-on-quarter, compared to -8.9% QoQ in 2Q20.

For 4QZ20, our GDP forecast is -3.5% YoY. But we are sticking
to the view that the slowdown in 4Q20 will be shallower
than in the second quarter

Due to the second wave of the pandemic, we expect that the economic recovery in Poland
in 2020-21 is likely to be W-shaped. In 3Q20, the first phase of the recovery has come to an
end, so we have the first "V" behind us. Most probably, in the fourth quarter, we will see
another slowdown. In the September consensus, we have one of the lowest 4Q20 GDP
forecasts, at -3.5% YoY.

So far, we are sticking to the view that the slowdown in 4Q20 will be shallower than in the
second quarter, e.g. indexes of effective restrictions suggest that October may be relatively
good for production, though we believe that the constraints associated with the second
wave of Covid-19 will affect the economic situation in the coming months. For the time
being, the restrictions have only affected hotels, restaurants and sports and recreation
facilities, but the experience of other countries shows that the situation is becoming
challenging by the day. This creates the risk of a downturn in both the Polish export markets
and Poland itself.

Assuming there is no full lockdown, we maintain our full-year GDP forecast between -2.9
and -3.5% Yoy.
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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 www.ing.com.
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