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8 — 14 September 2008

In line with our expectations, the zloty was testi ng 3.36 level at the start of last week. Initially it fail  ed to break this
threshold, however in the second part of the week, there was a significant weakening of currencies in the region,
mainly due to dollar appreciation against euro (EURU  SD clearly below 1.43) . The EURPLN rate rose significantly to
ca. 3.45. There was a strengthening in interest rat es market, among others due to situation on core ma  rkets. Local
money market and debt market did not react to publi cation of the Ministry of Finance'’s inflation fore cast that proved
to be consistent with market consensus (5.0%YoY) and slightly lower than our prediction. Comments of MPC
members revealed split opinions within a rate-  setting panel. Hawkish central bankers pointed to a need of further
rate hikes, while do vish Council members did not rule out possibility o f rate reductions in Poland next year, although
they said it depends on inflation decline and clear weakening of economic growth. In our view, itist oo early to
expect interest rate cuts that are currently being priced- in by the market. Level of CPI inflation and upward path of

core inflation, together with elevated wage growth, create a risk for inflation. Moreover, conclusion of monetary
tightening cycle is not supported by current trend on the FX market.
This week, there are few important local data relea  ses in the agenda. At the end of the week, we will  see balance of

payments data for July. We predict a slight drop in current account balance amid significant decelerat ion in export
and import growth. We also expect a decline in current account balance a s compared to June, although cumulative
deficit in relation to GDP will remain at 4.5% level . For the debt market, an important gauge of sentim  ent may be
auction of 20Y bonds on Wednesday, particularly in the context of very good results of 5Y bonds tender last week.
Calendar of economic data releases abroad is also q uite thin. It is worth to note the OPEC meeting on Tu  esday,
which could drive the oil market and the dollar. We maintain opinion that current  levels of exchange rates on the
Polish market encourage to buying the zloty, althoug h a risk factor for this scenario is further dollar appreciation
against euro.
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MONDAY (8 September)
11:00 PL Auction of PLN500m 26-week and PLN500m 52- week Treasury Bills

TUESDAY (9 September)
16:00 us Pending home sales Jul % -2.0 - 5.3
16:00 us Wholesale inventories Jul % 0.6 - 11

WEDNESDAY (10 September)
11:00 PL Auction of 20Y bonds worth PLN1-2.5bn
THURSDAY (11 September)

14:30 us Trade balance Jul $bn -58.0 - -56.77
14:30 us Import prices Aug % -1.0 - 1.7

FRIDAY (12 September)
14:00 PL Current account Jul €m -1928 -1691 -1706
14:00 PL Trade balance Jul €m -1641 -2292
11:00 EZ Industrial production Jul %YoY -0.2 - 0.0
14:30 us PPI Aug %MoM -0.2 - 1.2
14:30 us Retail sales Aug %MoM 0.2 - -0.1
15:55 us Preliminary Michigan index Aug pts 63.7 - 63.0

Source: BZ WBK, Reuters
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Auction of 20Y bonds, balance of payments for July
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On Monday Ministry of Finance will hold an auction of 26-
week and 52-week bills, which since the time of increased
rates in the debt market have gained an importance in
financing loan need of the Treasury. Results of the auction
of 5Y bonds suggest, that auction of 20Y bonds might be
successful with relatively high supply.

At the end of the week, we will know data on the balance
of payments for July. In our opinion, trade balance noted a
slight improvement (drop in trade gap to EUR1.64bin)
against June, by the significant weakening of export
(13.5%Yo0Y) and to a greater degree of import (15.25)
growth rate. Moreover, we expect more significant drop in
current account gap to EUR1.69bln as a result of smaller
gap on income account and larger surplus on transfer
account

FinMin’s inflation forecast did not surprise, ECB leaves rates unchanged

Inflation indicators (%Y oY)
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In the past week the Ministry of Finance released its
forecast on inflation in August. According to the ministry’s
estimates it was at 5%YoY, which is in line with the market
consensus and slightly below our forecast of 5.1%. On the
other hand, the monthly change forecasted by the Ministry
of Finance is in line with our assumption at -0.2%MoM.

Data from the labour market in the United States showed
drop in non-farm payrolls in August by 85k against
expectations at 75k. Moreover, the data for July were
downwardly revised by 9k to -60k and for June by almost
50k to -100k. At the same time, the rate of unemployment
rose in August to 6.1% against expected no change from
5.7%. Data from the labour market in the US reflect the
weakening of the US economy.
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As expected the ECB left the interest rate unchanged in
September (the reference rate remained at 4.25%).

The tone of the comments of the ECB President
suggested small chances for interest rate cuts in the EMU
in the nearest time. Trichet underscored that a main
objective of the ECB is maintaining price stability and
preventing second round effects that may arise from
persistently elevated inflation, particularly in the face of
existing wage pressure.

At the same time, the ECB lifted inflation forecasts for
2008-2009 to 3.5% and 2.6% from 3.4 and 2.4%
respectively, and lowered GDP growth forecasts to 1.4%
and 1.2% from 1.8% and 1.5% correspondingly.

If inflation falls substantially influenced by lowering oil
prices, then substantial economic growth weakening in the
euro zone may result in some rate cuts by the ECB.

Should projection show high inflation path, one has to face up to it

Stanislaw Nieckarz, MPC, Gazeta Prawna, PAP, 1,4 Se ptember

GDP growth in the real terms has already been lower than potential
(i.e. such a growth which does not cause the inflation pressure), which
should result in softening of the inflation pressure and formation of
conditions to stabilise rates, or even to cut them in the next year.

Data from the nearest two months (...) will allow to evaluate how deep
a drop in the rate of development will be. Then, decision on rate hikes
or cuts could be made.

Dariusz Filar, MPC member, PIN Radio station, 3 Se ptember

| do not rule out (two hikes by 25 basis points), since | return to the
point of core inflation — should it run at a high rate in the projection in
October, one has to face up to it

Recent data from the economy and global events influenced “softening”
of MPC member’s opinions. Stanislaw Nieckarz points, one should wait
with possible decision on changing the monetary policy parameters
until October, when we will know more information from the economy.
In his opinion, increasing the disparity of interest rates against foreign
countries would lower the effectiveness of the monetary policy
(substitution of credit with the foreign one) in the long term. Moreover
Nieckarz sees the possibility of rate cuts in 2009. Miros aw Pietrewicz
talked about no necessity of hikes if inflation and GDP growth
decreased. According to Marian Noga the current level of rates is too
low. In the hawkish Dariusz Filar's opinion, the inflation projection will
show whether more than one hike is needed. Andrzej Slawinski
declared the viewpoint consistent with the MPC statement.
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Zloty exchange rate
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Continuation of the zloty’s depreciation trend

Against our expectations, the level of 3.36 against the
euro was significantly broken at the last sessions (rise to
3.45 on Friday). Local currency weakened against the euro
and the dollar, similarly as other currencies in the region.
The weakening of the zloty was accompanied by
appreciation of the dollar against the euro, instead of
erasing upwards moves assumed by us.

We maintain the opinion, that the zloty is at high levels
and the indicators of technical analysis point it is strongly
oversold, while dollar is strongly overbought against the
euro. The zloty might gain if the upward correction on
EURUSD takes place. We rise our range for EURPLN to
3.36-3.46 and to 2.35-2.45 for USDPLN

Market rates down

The beginning of the last week saw low liquidity and
activity of investors as a result of market holiday in the US.
Despite that, slight strengthening occurred in the market.
The market was positively influenced by results of the
auction of 5Y bonds, where the demand exceeded the
supply four times. At the same time, increase in prices was
influenced by the strengthening in the core debt markets.
The Ministry of Finance’s inflation forecast did not affected
the interest rate market.

This week, domestic market should be mainly driven by
core debt markets due to the lack of important publications
in Poland. It may be also influenced by further comments of
MPC members and the results of 20Y bonds auction.

The dollar in the assault

Recently, appreciation of the dollar against the euro took
place. It was supported by events in the commodities
(particularly oil) market. After the threat of Gustav hurricane
was diminished and the political tensions between Russia
and EU did not strengthen, oil prices strongly dropped. The
strengthening of the dollar was not restrained by the
statement of ECB and the President's comments, while
poor data from American labour market caused nothing but
a small upward correction on EURUSD.

After such an appreciation of the dollar against the euro,
indicators of technical analysis show that dollar is
overbought. One may expect upwards correction on
EURUSD, though in longer term EURUSD should go down.

Further yields drops in the core debt markets

In the past week there was a strong rise of German and
US government bonds prices. Yields of 10Y Treasuries and
Bunds fell to 3.57% and 4.00% against 3.80% and 4.18% in
the previous Friday. Such move resulted among others from
declines in stock prices and poor data from the US labour
market (number of new jobless claims, ADP report, non-farm
payrolls), which appeared to be much weaker than expected.

This week will be quite poor in the essential data
calendar for the core debt markets. Investors will take a
close look on next data form the US housing market
(pending home sales). US inflation figures (import prices
and PPI) will be also important. Important data (retail sales)
for the US economic growth prospects will be published at
the end of the week.
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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. Marsza kowska 142, 00-061 Warsaw,
Poland, phone (+48 22) 586 83 63, email ekonomia@bzwbk.pl, http://www.bzwbk.pl
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