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9 — 15 June 2008

Last week, the only important event scheduled in th e Polish financial market was publication of the Fin Min’s
estimate of CPI inflation in May. The official infla  tion figures will be released by the stats office on Friday, 13. The
ministry estimates that the headline inflation rate in May increased to 4.3% after a monthly price growth of 0.7%. Our
estimate of inflation and the median of market fore  casts are at 4.4%. In a comments to the FinMin 's estimate a few
MPC members said that the estimate is consistent wit  h NBP internal short- term forecasts and does not change
assessment of the inflation outlook and monetary po licy prospects. We think t he Council is going to continue the
monetary policy tightening and one should expect an interest rate hike already in June. What is more, according to
some of Polish rate-setters, comments from the ECB pr  esident at the post-meeting press conference , suggesting a
rate hike in the euro zone as soon as in July, crea  te some additional room for rate hikes in Poland. In our view this
increases risk of further rate hikes after the move in June expected by us for a long time.

Apart from local events, we will also get next port  ion of important data from abroad this week. The key focus of
attention will be on retail sales and inflation figures from the US. Besides, market participants wi Il pay much attention
to Euro2008 that will last from 7 to 29 June. Analys is of statistical data indicates that Polish nationa | team has low
chances for a success, but there are people rather  than statistics playing on a pitch and everything ¢ an happen.

2;"? COUNTRY  INDICATOR PERIOD FORECAST Vlﬁ.leTE
MARKET BZWBK
MONDAY (9 June)
09:00 PL Tender of 13-week and 52-week Treasury bil Is
14:00 us Pending home sales \ %MoM -0.6 - -1.0
TUESDAY (10 June)
12:30 us Trade balance v $bn -59.6 - -58.21
WEDNESDAY (11 June)
09:00 PL Switch tender of bonds
18:00 us Federal budget \Y, $bn -70.0 - -67.7
THURSDAY (12 June)
09:00 EZ Industrial output \Y, %YoY 2,8 - 2.0
12:30 us Import prices \% %MoM 2.2 - 1.8
12:30 us Retail sales \Y %MoM 0.4 - -0.2
12:30 us Initial jobless claims w/e ‘000 370 - 357
18:45 Euro2008 Austria — Poland - - - 1:2 2:3*
FRIDAY (13 June)

- JP Bank of Japan decision on rates Jun % 0.5 0.5 0.5
12:00 PL CPI May %YoY 4.4 4.4 4.0
12:00 PL Money supply May %YoY 14.9 14.7 14.9
12:30 us CPI May %MoM 0.5 - 0.2
12:30 us CPI May %YoY 4.0 - 3.9
13:55 us Wstepny indeks Michigan Jun pts 59.7 - 59.8

Source: BZ WBK, Parkiet, Reuters * World Cup 2006 qualifications, Chorzéw, September 3, 2005
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Key data on Friday the 13th

Consumer prices (% YoY)
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= This week the day for the Polish financial market will be
Friday the 13™ when the stats office will release CP! inflation
for May.

= Qur forecast points to the inflation increase to 4.4%YoY from
4%YoY in April. Before the publication of the FinMin's
estimate at the level of 4.3%, the median of market forecasts
was consistent with our prediction. After the ministry revealed
its estimate, market consensus could moved down.

= Inflation increase in May on a scale predicted by us, and all
the more on a scale seen by the finance ministry, will not be a
surprise for the MPC, which was confirmed by comments from
central bankers. They predict the CPI inflation to have
increased in May to levels expected by the market of the
FinMin due to an effect of hikes in natural gas prices and
substantial increase in fuel prices.

Money, loans and deposits (%YoY)
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= Apart from inflation data, on Friday the 13" we will also get
monetary statistics for May. We forecast that annual growth in
money supply slightly decelerated to 14.7% from 14.9% in
April, with some lowering of annual growth in total deposits,
from 16.7% in April to 15.4% in May.

= We also predict a slowdown in total loans growth, to
27.4%YoY from 28.4%Y0aY in April.

= All in all, the data will not be much different from the earlier
observed tendencies. Increase in demand for loans gradually
slows down (among other due to increase in borrowing costs)
and portfolio adjustment (shift from more risky assets to bank
deposits) temporarily constrained deceleration in growth of
total deposits and money supply.

= Besides, there will be many data releases abroad this week.

The key focus of attention will be on US data on retail sales
and inflation.

What are Poland’s chances?

Chances of achieving different results for teams in the Polish group

Austria Croatia Germany Poland
1st place in group 10.8% 25.9% 50.0% 13.4%
2d place in group 18.9% 29.5% 29.6% 22.1%
3 place in group 28.3% 27.9% 13.5% 30.3%

4t place in group 42.0% 16.8% 6.9% 34.3%

Quarter-final 29.7% 55.3% 79.6% 35.4%

Semi-final 10.6% 26.6% 46.9% 13.6%

Final 3.5% 12.1% 28.7% 4.8%

European Championship 1.2%

Source: www.dectech.org

5.2% 15.0% 1.6%

= From 7 to 29 June the Euro2008 will be held in Austria and
Switzerland. Statistical analysis shows that Germany stand
the biggest chance of winning the tournament (15%). They are
followed by: Spain (13.4%), the Netherlands (11.2%), and the
Czech Republic (10.4%).

= If Poland somehow mange to go through to the group stage,
in the next stage it will most likely to play against the Czech
Republic (30.4%), Switzerland (26.4%) and Portugal (25.5%).
Not that long ago Poland won a friendly game with the Czech
team and won with Portugal in qualifications. Maybe Poland
have a chance to play in the semi- final? The calculated
likelihood is as low as 13.6%. Let's hope that Leo Beenhakker
will make good decisions (he already made one — in the
BZ WBK’s commercial) and the players will do their best.
There are people rather than statistics playing on a pitch and
everything can happen. We keep our fingers crossed!

More room for rate hikes

Dariusz Filar, MPC member, PAP, Reuters, 5 June

This [hawkish signals from the ECB] means that we have slightly
more room for manoeuvre as regards monetary policy tightening.
This means that if we want to reach an ultimate result in a form of
inflation return to the target of 2.5%, we will have to make more
moves. (...) Decision on possible next hikes will depend on what
the June inflation projection will show and how much later it will be
confirmed in the incoming data from the economy. (...) | would not
like to determine the future precisely, but one should take into
account a scenario of the further monetary policy tightening.

Dariusz Filar said that room for interest rate hikes in Poland
increased after the ECB decision (it is interesting that the
comments appeared before the ECB press conference). In his
opinion the MPC may need a few more rate hikes to bring inflation
back to the target and this will depend on the June inflation
projection and next data. Hawkish signals from the ECB and all the
more a possible rate hike by the ECB, possibly already in July,
would weaken appreciation pressure on the zloty. Therefore, in
case of a rate hike by the ECB, there would be higher probability,
in our opinion, that after a rate hike by the MPC in June we will see
further monetary policy tightening in Poland later in the year.
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Zloty exchange rate
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Zloty moderately weaker

= Last week the Polish exchange rate moderately depreciate
against major currencies. Only on Tuesday quite substantial
zZloty strengthening was observed, against both the euro and
the dollar, but it proved temporary. Hawkish signals form the
ECB after its Thursday's meeting led to appreciation of the
euro against the dollar, which translated into a rise in
EURPLN rate and a fall in USDPLN.

= Hawkish comments by ECB representatives are not
positive for the Polish currency, but we expect that Friday’s
Polish inflation data may have the opposite effect amid
cementing market expectations for more tightening in
monetary policy by the MPC. We see the zloty trading
ranges this week at 3.34-3.44 against the euro and 2.12-2.22
against the dollar.

Domestic yield curie sharply up

= Last week showed quite substantial increase in yields on the
domestic curve. Hawkish message after the ECB conference
changed prospects of monetary policy in the euro zone and
brought some comments of the Polish MPC members. They
suggested more scope for tightening and the market started to
price in more significant scale of interest rate hikes by the
MPC. Still, it has to be remembered that the short-end of the
curve is under influence of liquidity problems with some
premium connected to this factor.

= This week, besides the situation in the core bond markets,
the key factor will be Friday's release of CPI inflation data.
Given current bearish moods on the bond market, another
inflation increase may be perceived negatively, even if it is well
forecasted by the market.

EURUSD influences by signals from Fed and ECB

= EURUSD was influenced mainly by signals from the central
banks. First, on Tuesday, EURUSD sharply fell after hawkish
comments from Fed's Bernanke. However, the euro
rebounded on Thursday following hawkish message from the
ECB. Further weakening of the dollar took place after release
of the US non-farm payrolls report. Although the employment
drop proved weaker than expected, the unemployment rate
increased much stronger than predicted (to 5.5%). At the end
of the Polish session on Friday the EURUSD was close to
1.57 versus 1.548 a week earlier.

= This week EURUSD will be under influence of next
comments from the US and the euro zone’s central bankers
as well as next data releases. Apart from the US retail sales
and inflation figures an important factor for the dollar will be
also the US trade balance figures.

Mixed situation on core debt markets

= Behaviour of the core debt markets was mixed last week. In
the first part of the week, both Treasuries and Bunds erased
large part of previous weeks’ surge in yields. Later on, Bunds
weakened due to a tone of ECB president’s comment after the
bank’s meeting. On the other hand, labour market data from
the US were positive for Treasuries. In effect, at the end of the
week, yields of 10Y Treasuries were at 3.99%, 4 bp lower than
one week before, while Bunds weakened by 4 bp to 4.45%.

= This week, performance of the core debt markets will
depend on the new data, particularly those concerning retail
sales and inflation in the US. Also, new comments of the
central bankers may be important, both in the euro zone
(Trichet on Monday) and in the US (Bernanke on Monday).
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This publication has been prepared by Bank Zachodni WBK S.A. (a member of AIB Group) for information purposes only. It is not an offer or solicitation for the purchase or sale of
any financial instrument. All reasonable care has been taken to ensure that the information contained herein is not untrue or misleading. But no representation is made as to its
accuracy or completeness. No reliance should be placed on it and no liability is accepted for any loss arising from reliance on it. Bank Zachodni WBK S.A,, its affiliates and any of
its or their officers may be interested in any transactions, securities or commodities referred to herein. Bank Zachodni WBK S.A. or its affiliates may perform services for or solicit
business from any company referred to herein. This publication is not intended for the use of private investors. Clients should contact analysts at and execute transactions through
a Bank Zachodni WBK S.A. entity or an AIB Group entity in their home jurisdiction unless governing law permits otherwise. Copyright and database rights protection exists in this
publication.

Additional information is available on request. Please contact Bank Zachodni WBK S.A. Treasury Division, Economic Analysis Unit, ul. Marszatkowska 142, 00-061 Warsaw,
Poland, phone (+48 22) 586 83 63, email ekonomia@bzwbk.pl, http://www.bzwbk.pl

mmmm Bank Zachodni WBK is a member of Allied Irish Banks Group



