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Our regional insights:

Polish macro fundamentals remain strong

The Polish economy has continued to post very solid results this year despite a visible
slowdown in Western Europe. Although the Polish business confidence in
manufacturing represented by PMI indices still signals that the economy should be
weak, hard figures remain strong pointing to a robust GDP growth. And even, if June’s
industrial production and retail sales figures released later this week slightly might not
be perfect, the big picture of the Polish economy will be still rather rosy. In this respect,
let’s recall our GDP nowcast for the second quarter, which suggests that growth should
be again close 5% yoy.

Moreover, it seems while the Polish economy has been able to outperform its
neighbours, its external balance does not deteriorate yet. Actually, the balance-of-
payments statistics for the second quarter have been excellent as the current account
posted EUR 1.7bn in April and May together. So, on a 12M rolling basis the current
account is now close to zero after recording small deficits in previous two years. This a
nice result if we take into account the significant growth differential (between Poland
and euro-zone) and slightly loose fiscal policy.

Of course, the Polish growth and balance-of-payments performance has been strongly
supported by transfers from EU structural funds. Poland now receives more than 2% of
GDP annually from EU structural funds and we expect similar inflows in coming quarters,
which will keep the Polish growth potential at elevated levels.

Poland: inflows from EU structural funds (4-quarters rolling average)
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Interest-rate Swap Curves
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday).

Calendar
F t Actual Previ
Country Date Time Indicator Period orecas ctua Consensus revious
m/m yly m/m yly m/m yly m/m yly
cz 07/17  9:00 PPI %  06/01/2019 07 25 01 32 0.5 3.8
PL 07/17 10:00 Wages %  06/01/2019 0.9 5.3 2.5 7 25 7.7
cz 07/17 12:00 CZ eurobond auction 2019-2021, 0.00% EUR mil 07/01/2019 165.0
PL 07/18  10:00 Industrial output %  06/01/2019 1.3 3.0 0 7.7
PL 07/18  10:00 PPI %  06/01/2019 03 09 0.2 1.4
PL 07/19  10:00 Retail sales %  06/01/2019 1.8 6.0 -3 7.3
cz 07/24 12:00 CZ bond auction 2017-2033, 2.00% CZK B 07/01/2019 4
cz 07/24 12:00 CZ bond auction 2007-2057, 4.85% CZK B 07/01/2019 1
HU 07/31  9:00 PPI %  06/01/2019
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This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee
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that these forecasts will materialize and cannot be held liable in any way for direct or consequential loss arising from any use of this document or its
content. The document is not intended as personalized investment advice and does not constitute a recommengation to guy, sell or hold investments
described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not guarantee the
accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of tﬁe data of the
report and are subject to change without notice.

P.2



