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OUR TAKE

We expect inflation to rise sharply in the coming months, possibly exceeding 4%
later this year. However, the risk of second-round effects is now much smaller
than in 2022. Taking this into account, we expect the NBP to keep its policy
rates on hold throughout 2026.

Piotr Kalisz, CFA
+48-22-692-9633
piotr.kalisz@citi.com

Arkadiusz Trzciolek
+48-22-657-7750
arkadiusz.trzciolek@citi.com

Anastazja Nagorka
anastazja.nagorka@citi.com




Poland Economics View
31/03/2026

The war in the Middle East has significantly reshaped our inflation
forecasts. Prior to the escalation of the conflict, our projections for 2026
assumed an increase in inflation, but also expected it to remain below the 3%
threshold. Our revised forecast indicates that the CPI could exceed 4% by year-
end. This upward revision is primarily driven by an initial surge in fuel prices,
which is then expected to be compounded by a strengthening in food prices.
Already in March the consumer inflation rose from 2.1% to 3% YoY. In response
to the commodity price shock the government reduced fuel taxes which should
help soften the inflationary blow, by lowering the level of average fuel prices in
April. However, future fuel price changes will depend on the geopolitical
situation anyway and on the extent of potential destruction of the energy
infrastructure inthe Middle East. Taking this into account we anticipate that fuel
prices in December could still be higher than those observed in February.
Although Poland has successfully diversified its energy supplies since the
beginning of the conflict in Ukraine in 2022, Middle Eastern suppliers still play a
role in oil imports (Saudi Arabia) and in liquefied natural gas supplies (Qatar),
leaving some vulnerability to regional instability.

We believe second-round inflationary effects will be contained, largely due to
a significantly different economic starting point compared to
2022. Specifically, wage growth is currently standing at approximately 6%,
considerably lower than the nearly 10% level recorded before the energy price
surge in 2022. Furthermore, the pricing power of Polish retailers appears to have
weakened, implying reduced capacity to implement significant price
adjustments without negatively impacting consumer demand and overall sales
volumes. For these reasons, we anticipate that the rise in core inflation, which
excludes volatile food and energy components, could be substantially smaller
than the projected increase in headline CPI. This suggests that price pressures
are more concentrated in specific sectors rather than being broadly diffused
throughout the economy.

Regarding the growth outlook, we believe the impact of the war in the Middle
East on Poland's GDP will be relatively limited. This month, we made only a
modest downward revision to our 2026 GDP growth forecast, adjusting it by 0.1
pp to 3.9%. The primary rationale is that this year's growth should be
predominantly driven by investment projects financed with European Union
funds. Since fluctuations in oil prices do not directly affect the availability or
allocation of these funds, this should provide a degree of insulation to Poland’s
growth.

In our assessment, the monetary easing cycle has now concluded. In March,
the Monetary Policy Council lowered the reference rate by 25bps to 3.75%,
consistent with its earlier guidance. However, MPC members suggested that
any further rate reductions are off the table as long as geopolitical tensions
persist. Given our current fuel price scenario and the broader geopolitical
landscape, we do not believe it is reasonable to expect additional monetary
easing in the foreseeable future. Interest rates in Poland have already been
reduced by a cumulative 200 bps and are now broadly in line with the neutral
rate. Taking into account the elevated inflation outlook, we believe a motion to
further lower the policy rate would be difficult to justify on economic grounds.
While there is likely no intention among a majority of MPC members to hike rates
at present, we believe an increase in rates from the current position is more likely
than further cuts, especially given the prevailing inflation projections and the
fact that rates are already at neutral levels.
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Figure 1. The surge in oil prices has pushed the inflation
path significantly higher
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Figure 2. FRA market is pricing in rate hikes in the coming
months
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Figure 3. Poland Economic Indicators

| 2019 200 2021 2022 2023 2024 ___2025| __2026F| __207F]

Activity

Nominal GDP, USD bn 596 600
Population, mn 38.4 38.1
Real GDP, yoy avg 44 -2.0
Private consumption growth % yoy 3.5 -3.6
Realinvestment growth % yoy 0.5 -15
Real export growth, % yoy 5.3 -14
Realimport growth, % yoy 32 -24
Net export contribution to growth 1.7 0.8
Unemployment, % of labour force 5.2 6.8
External (US$bn)

Currentaccount -1.6 14.4
% of GDP -0.3 24
Trade balance -4.9 79
FDI, net 13.7 14.8
External debt 355.8 37841
Short-term debt 57.0 61.3
International reserves 128.4 154.2
Public Finances, % of GDP

Consolidated government balance -0.7 -6.9
Consolidated gov primary balance 0.6 -5.6
Public debt 428 471
External public debt 21.8 223
Prices

CPI, %yoy, eop 34 24
CPI, %yoy, avg 2.3 34
PLN/EUR, eop 425 4.56
PLN/EUR, avg 4.30 4.44
Policy Interest Rate, % eop 1.50 0.10
Long-termyield, %, eop 2.07 1.25
Nominal wages, % yoy 6.5 47

690
37.9
6.9
6.2
19.4
12.3
16.3
-1.9
5.8

-92
-1.3
-91
213
367.0
62.4
166.0

-17
-0.6
43.2
17.4

8.6
51
4.59
4.57
175
3 71

697 813 918 1,038 1121 1,175
37.8 37.6 375 374 374 374
53 0.2 3.0 36 39 29
5.0 -0.3 29 3.7 37 35
.7 -16.6 4.7 4.8 6.7 4.9
7.4 37 20 4.5 6.0 44
6.8 -15 4.5 5.6 7.0 6.3
0.8 41 -17 -05 -0.4 -12
52 51 51 5.7 5.8 5.7
-15.7 12.5 2.8 -1 -15.0 -19.9
-22 15 0.3 -0.7 -1.3 1.7
-232 5.1 -6.7 -14.9 -23.9 -28.2
293 233 10.6 13.0 13.0 13.0
3752 4321 461.4 5414 6041 628.7
66.6 74.9 821 914 991 108.7
166.7 193.8 2231 278.8 289.2 308.8
-34 -52 -6.5 -6.7 -6.1 -5.9
-1.8 -31 -43 -4.2 -33 -3.0
39.0 38.9 443 48.7 512 54.3
17.1 175 17.9 13.5 12.5 1.9
16.6 6.2 4.7 24 41 32
14.3 1.5 3.6 3.6 32 35
4.69 4.34 4.28 4.22 4.33 4.31
4.68 4.54 4.31 4.24 4.31 4.31
6.75 5.75 5.75 4.00 3.75 3.75
6.88 525 5.89 518 5.30 490
13.0 1.9 1.0 8.1 6.3

Quarterly Economic Indicators _________

GDP, % yoy

CPI, %yoy, avg 26 24
PLN/EUR, eop 422 428
Policy interest rate, %, eop 4.00 3.75
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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
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investment firms and defined terms for the purposes of that Directive.

All presented information is based on sources commonly regarded as reliable. The Bank made its best efforts to prepare the presented
information adequately, completely and duly, however the Bank does not guarantee the adequacy or completeness of the material,
especially in case any information this document is based on is considered incomplete. Any terms and conditions presented in this
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 enter into 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,
00-923 Warsaw, entered in the Register of Entrepreneurs of the National Court Register maintained by the District Court for the Capital
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