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Poland Economics View

MPC in data-driven mode, easing cycle close to an end
OURTAKE

At the central bank’s press conference, the NBP governor struck a somewhat
more hawkish tone than in previous months. Although in Governor Glapinski’s
view, additional policy easing is still possible; he signaled the current policy rate
was already close to the neutral rate. Taking this into account, we stick to our
view, assuming the terminal policy rate at 3.75%, i.e., slightly higher than the
current market pricing would imply.

Key takeaways from the NBP press conference:

e  Governor Glapinski justified the November decision to cut rates by
emphasizing that current inflation is already near the central bank’s
target while new forecasts assume the CPl within the range of
acceptable deviations (2.5% +/-1pp) also in 2026-2027.

e The NBP head did not want to pre-commit to any particular interest
rate path, but described the current level of policy rates as ‘nicely
fitting’ to the economic situation.

e Inascenario of inflation staying at 2.5% on a sustainable basis and no
uncertainty regarding its future level, NBP governor would see the
policy rate in the range between 3.5% and 4%. In a later part of Q&A
session A. Glapinski added also that if the inflation rate stabilized at
the level consistent with the 2.5% target, ‘policy rate at 4% would not
be high‘.

Policy implication: Central bankers clearly suggest that the easing cycle is
approaching its end, while the terminal rate probably will not fall significantly
below 4%. This means that the room for rate cuts has narrowed substantially
and the scenario that is currently priced in by the FRA curve (i.e., rates falling to
3.5% next year) is at the lower end of what the MPC deems possible even in a
situation of no major inflation risks. Since the central bank sees several sources
of uncertainty (among others: fiscal policy, energy prices), in our view, it makes
sense to assume that the terminal rate acceptable to policymakers is slightly
higher. Taking this into account, we still believe the rate cutting cycle will end
with the policy rate at 3.75%, though that level can be reached faster than
previously assumed — in March rather than mid-2026. Materialization of that
scenario would probably add additional 0.2 pp to the central bank’s inflation
forecast of 2.6% in 2027, pushing the CPI away from the 2.5% target. The new
macroeconomic projection with lower interest rates is to be published in March,
and for this reason, we think the March meeting would mark the end of the
current easing cycle.
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Figure 1. Poland - Monthly forecasts of selected variables — Base case scenario
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This material was prepared by the employees of Bank Handlowy w Warszawie S.A. Any data, information, comments, hypotheses have been
developed for information purposes only and constitute neither an offer nor enticement to execute any transactions with the Bank.

This document has been issued for information purposes only and is not an offer in the meaning of Article 66 of the Civil Code. The terms
and conditions presented in this document constitute a basis for negotiations only and may be amended. Binding terms and conditions
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referred to in Article 69 clause 4 sub-clause 6 of the Act on Trading in Financial Instruments of 29 July 2005, or any 'information
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of the European Parliament and of the Council of 16 April 2014 on market abuse. This material is not an investment research or a marketing
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document are only for discussion and may change. All hypotheses contained in this document constitute an assessment for the date of
publication and may be subject to change without notice.

Itis exclusively Client responsibility to make the final decision whether or not to enterinto a transaction and for the final result of investment
decision taken based on information contained in this material.

The information contained in this publication which refers to past listings or performance of investments in a given instrument, financial
index orindicator does not constitute a guarantee that the listings or performance of investments in the same instrument, index or indicator
will follow the same or even a comparable trend in the future.

All the hypotheses presented are based on certain hypothetical assumptions, in particular in relation to future events or market conditions.
As such assumptions adopted may fail to materialize, actual quotations and results associated with investments in the financial
instruments, indices or ratios presented, may divert considerably from the values presented.

The Bank or any other subsidiary of Citigroup Inc. may occur to be an issuer or creator for identical or similar to those described in this
document financial instruments. The Bank (or any other subsidiary of Citigroup Inc., or its directors, officers or employees) may be involved
or may make an investment in buying or selling the financial instruments described in this document. The Bank may conclude transactions
which are opposite to transactions concluded by the Client and which may or may not affect negatively the market price of a financial
instrument, interest rate, index, foreign exchange rate or any other underlying market parameter (hedging). The Bank has developed policies
and measures for conflict of interest management.

The Bank does not act as an advisor or a broker in financial instruments described in this market comments. The Bank certifies that the
information contained in the presented document accurately reflect his own hypotheses and that it has not received any remuneration from
issuers or creators of instruments, either directly or indirectly.

The Bank has not developed this market commentary based on the individual situation of the customer and not evaluated its adequacy for
a Client with regard to any financial instrument described in this market comments, even if the Bank was in a possession of information as
to the adequacy of certain financial instruments, investment strategy, etc. The Bank reserves the right to discontinue the distribution of
market comments to selected or all customers.

Copying and distributing this document, in part orin whole, is only authorized upon the prior written consent of the Bank, except where the
disclosure of this document is mandatory in legal or administrative proceedings.

Bank Handlowy w Warszawie S.A. is supervised by the Polish Financial Supervision Authority (KNF).

Citi and Citi Handlowy are registered trademarks of Citigroup Inc., used under the license. Citigroup Inc. and its subsidiaries shall also hold
the rights to certain trademarks used herein. Bank Handlowy w Warszawie S.A. with its registered office in Warsaw, at ul. Senatorska 16,
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