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SUPPLY PLAN OF TREASURY SECURITIES IN FEBRUARY 2014

Pl ffi |
Auction date Settlement date  Series anne(? offer/ sale
(PLN mio)
OKO0716 1,384*
6 FEB 2014 10 FEB 2014 2,000-4,000 /
Wz0119 3,426*
Treasury bond auctions
the choice depending on
13 FEB 2014 17 FEB 2014 the market conditions, 2,000-5,000
without bond offered on
the first auction

The final offer and the supply will be announced 2 days before the auction and will result from the market
situation and consultations with investors.

The Minister of Finance is entitled to organize non-competitive auctions where bonds will be sold at a mini-
mum clean price.

*including supplementary non-competitive auction

T-bond Issue price Coupon
Fixed:
1.00%, in the 1st month
K 14 100.00 PLN !
0509 00.00 2.00%, from 2nd to 6th month
. 7.00% in the 7th month
Offer on retail market
PLN 100.00 ) o
D0OS0216 (99.90 PLN for rolling-over) ' xe% 3:00%
T0Z0217 PLN 100.00 Floating (1.00 * WIBOR 6M)
(99.90 PLN for rolling-over)  3.30% in the first coupon period
COI0218 PLN 100.00 Floating (inflation rate + 1.25%)
(99.90 PLN for rolling-over) 3.50% in the first coupon period
EDO0224 PLN 100.00 Floating (inflation rate + 1.50%)

(99.90 PLN for rolling-over)  4.00% in the first coupon period




BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Gross borrowing requirements

in 2014

Funding of borrowing requirements at the
level of 52.8% was a result of:

- switch auctions in 2013: PLN 8.1bn,

- T-bonds buyback on domestic market in
2013: PLN 8.8bn,

- T-bond sale on domestic market: PLN
17.8bn,

- T-bonds buyback on foreign markets in
2013: PLN 2.2bn,

- T-bonds issuance on foreign markets: PLN
14.4bn,

- and loans incurred from IFls: PLN 2.3bn

- higher than planned financial resources at
the end of 2013: PLN 16.4bn.

State Treasury debt redemptions in
2014

nominal amount, as of February 3, 2014, PLN bn

The nominal amount of debt to be redeemed

in 2014 is equal to PLN 40.3 bn, including:

e T-bonds: PLN 29.5bn,

e T-retail bonds: PLN 2.2bn,

e bonds and loans incurred on foreign mar-
kets: PLN 8.6bn .

Flows of funds between the market

and the budget*
as of February 3, 2014, PLN bn

As of February 3rd, 2014, funds transferred
to the market in 2014 shall amount to PLN
52.9bn.

* figures include sale, redemptions and interest payments
on wholesale bonds and bills and transfers to Open Pen-
sion Funds; monthly financing plans will depend on market
situation and feedback from investors thus the detailed
schedule of monthly flows to budget in the following months
is not presented.

Stan Funds in PLN and in foreign
currency held by the MoF at

the end of month

foreign currency funds include funds from debt
issuance and received from the European Commis-
sion, PLN bn

The funds ensure liquidity in borrowing ne-
eds financing.
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BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Change of debt in domestic

Treasury securities held by banks
without buy-sell-back transactions with MoF,
PLN bn

In the period of January - December 2013
debt held by domestic banks increased by
PLN 23.2bn comparing to PLN 18.8bn de-
crease during the same period of 2012.

Change of debt in domestic Treasury

securities held by pension funds
PLN bn

In the period of January - December 2013
debt held by pension funds increased by
PLN 8.0bn comparing to PLN 5.5bn decrea-
se during the same period of 2012.

Change of debt in domestic Treasury
securities held by insurance compa-
nies

PLN bn

In the period of January - December 2013
there was a decrease of PLN 1.3bn in debt
held by insurance companies. During the
same period of 2012 there was a decrease
of PLN 3.0bn.

Change of debt in domestic Treasury

securities held by investment funds
PLN bn

In the period of January - December 2013
there was an increase of PLN 4.5bn in debt
held by investment funds. During the same
period of 2012 there was an increase of PLN
9.7bn.
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BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Change of debt in domestic Treasury

securities held by foreign investors
PLN bn

In the period of January - December 2013
inflow of foreign capital to the domestic TS
market amounted to PLN 2.7bn comparing
to PLN 36.3bn increase in the same period
of 2012. Foreign investors' holdings reached
the level of PLN of 193.2bn.

Change of debt in domestic Treasury

bonds held by foreign investors
PLN bn

In the period of January - December 2013
inflow of foreign capital to domestic bonds
market amounted to PLN 3.3bn comparing
to PLN 37.4bn increase in the same period
of 2012. Foreign investors' holdings reached
the level of PLN 193.2bn.

Sale of T-bonds and T-bills
in January 2014 and in 2013

settlement date, nominal amount, PLN bn

Since April 2013 T-bills have not been offe-
red.

Balance of T-bonds and T-bills
in January 2014 and in 2013

settlement date, nominal amount, PLN bn

In January 2014 indebtedness in T-bonds
will be increased by PLN 4.5bn.
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BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

A

External financing in January 2014
and in 2013

bonds issued on foreign markets and loans re-
ceived from IFls, EUR bn

Net financing on foreign markets (bonds
issuance and loans from IFls) amounted to
EUR 3.3bn.

T-bonds issuance was EUR 3.5bn. Loans
drawn from IFIs were at the level of EUR
0.6bn.

Apart from those, EUR 3.0bn on the FX
budgetary accounts was available - the mo-
ney related to the foreign debt management
raised and not spent in 2013.

Structure of marketable debt
PLN bn

As of February 3rd, 2014 the level of marke-
table domestic debt amounted to PLN
440.1bn comparing to PLN 565.7bn at the
end of 2013.

T-bills outstanding
PLN bn

Since April 2013 there is no indebtedness in
T-bills.

Maturity breakdown of T-securities
in Poland and other countries
auctions and syndicates, local currency, ytd in the
period of 1 January - 31 January 2014

In Poland only Treasury securities with matu-
rity over 1 year have been offered in 2014.
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BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Average maturity

As of February 3rd, 2014 the average matu-
rity of domestic debt was 4.27 in comparison
with the end-2013 figure (4.49).

Reducing refinancing risk connected
with T-bonds’ redemptions maturing

in 2014
nominal amount, as of February 3, 2014, PLN bn

Buy-back of T-bonds (via switch auctions or

cash buy-backs) maturing in 2014:

. OK0114: PLN 8.1bn (37% of initial outstan-
ding),

. PS0414: PLN 9.5bn (33%).

Consolidation of public finances
liquidity management
PLN bn

As a result of consolidation of public finances
liquidity management there were PLN
28.7bn funds accumulated at the end of
January, of which PLN 25.5bn was as term
deposits and PLN 3.2bn on O/N deposits.
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4 r BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Issuance on EUR market

Issuance on USD market

Amount: EUR 2bn

Maturity date: January 15th, 2024

Coupon: 3.000%

Spread: 87 bps over mid-swap

Yield: 3.032%

Launch date: January 8th, 2014

Bookrunners: BNP Paribas, Societe Generale, Citigroup and UniCredit
" IS T o

Europe
5%. Asia
9%
Switzerland
3%
Italy
4%

Wojciech Kowalczyk, Undersecretary of State, MoF
08-01-2014

We entered the EUR market with a new benchmark issue, taking advantage of improved
investors’ sentiment.

It is the first time for more than a year that we placed a 10-year issue via public offering. We
reached the historically lowest yield in terms of 10-year EUR bonds and the lowest spread over
mid-swaps since mid-2008.

High demand allowed to sell bonds of EUR 2bn and simultaneously obtain yields only slightly
higher than 3%.

We are widening the investor base gradually - we had face-to-face meetings with investors
from new regions, which produced good results. We are pleased with high allocation to central
banks from Europe, Asia and the Middle East as well as long-term Scandinavian investors.

Amount: USD 2bn

Maturity date: January 22nd, 2024

Coupon: 4.000%

Spread: 125 bps over UST 15/11/2023

Yield: 4.099%

Launch date: January 16th, 2014

Bookrunners: Barclays, Citigroup and Goldman Sachs International

central banks others Asia & Middle East
& sovereign 0% 3%
wealth funds Germany &
8% Austria \ others
3% 7%
Switzerland
7%

pension funds
& insurance
companies
10%

Scandinavia




Issuance on USD market

Commentaries MoF

Wojciech Kowalczyk, Undersecretary of State, MoF
08-01-2014

Taking advantage of the favourable market situation and decrease in UST yields, we entered
the US market. We reached lower yield and the lowest spread versus US government bonds
since the collapse of Lehman Brothers.

We have about 65% of 2014 borrowing needs in foreign currency financed after the issuance. If
we take into account loans from international financial institutions to be drawn, almost 90% will
be financed.

Hence, no further public offerings in EUR, nor USD market should be done this year. We would
rather concentrate on smaller projects that let us reach new investors.

Piotr Marczak, Director of the Public Debt Department, MoF
04-02-2014

In January we have rebuild the level of cash funds in PLN and foreign currencies to above PLN
39bn and the funding level reached 53% of annual borrowing requirements. This allows us to
adjust supply of Treasury bonds to most recent volatile market situation, also in Polish financial
market.

On the first auction we will offer securities least vulnerable to market disturbances with maxi-
mum supply limited to PLN 4bn.

The supply on the second auction will depend on a magnitude of rebound in different market
segments. A rebound after recent sell-off is visible for two days now and we would like to
support it.

Starting from February 17th BGK will be offering Sell-Buy-Back transactions, supporting the
settlement system for Treasury bonds in case of temporary, significantly reduced availability of
given bonds on secondary market due to demand exceeding supply. We hope that precondi-
tions for such transactions will occur soon. BGK will be equipped with appropriate amount of
Treasury bonds, which will be obtained from the Ministry of Finance. BGK will enter into tran-
sactions with MoF which are reverse to those entered by BGK with eligible market participants.

As of now, we do not see a need to offer Treasury bills again, but we do not exclude such offeri-
ngs, subject to market and budgetary situation.

In December non-residents’ portfolio of Treasury bonds increased by PLN 1.1bn, and in the
whole 2013 by PLN 2.7bn. In January net inflow of foreign capital to Treasury securities market
was positive, however significantly lower than the redemptions of bonds made towards non-
residents. In January OKO0114 bonds matured, of which PLN 8.3bn was held by non-residents.
Those funds remained in Poland and are successively invested in Treasury bonds.
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Commentaries MoF

Wojciech Kowalczyk, Undersecretary of State, MoF
05-02-2014 (PAP Interview, In Polish only—English translation to follow shortly)

Operacja przekazania czesci aktywow OFE do ZUS, a nastepnie nabycie przez Skarb Panstwa
od ZUS obligacji skarbowych i ich umorzenie przebiegta zgodnie z planem. Umorzeniu ulegto
nieco wiecej obligacji od pierwotnie szacowanej wielkosci, w wyniku czego oszczednosci w kosz-
tach obstugi dlugu w br. bedg o ok. 0,2 mid zt wieksze od zatozonych w ustawie budzetowe;j.

Niektore OFE w styczniu nieco zmienity strukture swoich portfeli obligacji skarbowych — zwiek-
szyly udziat obligacji dlugoterminowych, a zmniejszyty krétkoterminowych. W wyniku umorzenia
obligacji zmienita sie wiec tez $rednia zapadalnos$¢ diugu krajowego, ktéra zmniejszyta sie z 4,5
roku na koniec 2013 r. do 4,3. ATR, czyli parametr mierzgcy ryzyko stopy procentowej wzrost z
3,3 roku na koniec 2013 do 3,4 (wzrost wskaznika ATR oznacza nizsze ryzyko stopy procento-
wej).

Zmianie ulegta takze struktura dtugu Skarbu Panstwa. Udziat inwestoréow zagranicznych w rynku
obligacji krajowych wzrést z wystgpujgcego na koniec 2013 r. 34% do 41%. Udziat dtugu zagra-
nicznego w dtugu Skarbu Panstwa wzrést z 30% do 37%, przy czym do tego wzrostu przyczynito
sie rowniez ostabienie ztotego w styczniu i duze emisje obligacji dokonane w tym okresie na rynki
zagraniczne. Trwate zmniejszenie potrzeb pozyczkowych w najblizszych latach bedzie ograni-
czato nasze zapotrzebowanie na finansowanie zagraniczne, a udziat dlugu zagranicznego powi-
nien sukcesywnie spadac.

Wprowadzone w 1999 r. zmiany w mechanizmie wyliczania wysokosci emerytur spowodowaty,
ze w dtugim okresie system emerytalny bedzie zbilansowany. Umorzenie 130 mld zt dlugu Skar-
bu Panstwa, zmniejszenie kosztéw obstugi dtugu i potrzeb pozyczkowych powinny trwale zmniej-
szy¢ ciezar obstugi systemu emerytalnego dla finanséw publicznych. Oszczednosci wynikajgce
ze zmniejszenia kosztoéw obstugi dtugu i potrzeb pozyczkowych w kolejnych latach beda rosty, w
2015 r. — pierwszym petnym roku obowigzywania zmian wniosg one ok. 6 mid zt dla kosztéw
obstugi diugu i ok. 18 mid zt dla potrzeb pozyczkowych. Aby tak sie stato wprowadzamy w usta-
wie o finansach publicznych obnizone o 7 pkt proc. progi dla relacji dlugu do PKB stosowane w
stabilizujgcej regule wydatkowej.: mechanizm korekty wysokosci limitu wydatkéw bedzie obowia-
zywat dla progéw 43% i 48% relacji dtugu do PKB.

Po umorzeniu obligacji nabytych od ZUS Polska bedzie w gronie 10 panstw UE o najnizszej
relacji dlugu do PKB. Bedzie to na koniec 2014 r. poziom ok. 50% wg metodologii UE.

Zmiany w systemie OFE zostaly juz zdyskontowane przez inwestoréw, a polski rynek papieréow
diuznych podazat w ostatnich tygodniach za rynkami miedzynarodowymi. Od konca stycznia
rentownosci obligacji skarbowych spadty od 12 pb dla obligacji 2-letnich do 18 pb dla obligacji 5-
letnich, a kurs ztotego do euro wzrést o ponad 1%. Zakladam, ze zmniejszenie potrzeb pozycz-
kowych w br. i rosngcy stopien ich sfinansowania bedzie coraz bardziej pozytywnie oddziatywac
na rynek dtugu, a Polska zostanie wyjeta z koszyka panstw emerging markets dotknietych pertur-
bacjami na ich rynkach finansowych. Mamy zupetnie inne fundamenty niz np. Turcja czy RPA.

Nie przewiduje, aby brak OFE na rynku dtugu wptywat zauwazalnie na ptynno$¢ tego rynku. W
ostatnich latach udziat OFE w zadtuzeniu w krajowych papierach skarbowych wynosit 20%-25%
a udziat w obrotach na rynku wtérnym oscylowat w okolicach 5%.

Role OFE jako krétkoterminowego pozyczkodawcy obligacji skarbowych na rynku wtérnym przej-
mie BGK, ktéry dysponowat bedzie pulg wszystkich rodzajow obligacji, nawet tych najmniej ptyn-
nych. Zaznaczy¢ nalezy, ze transakcje ktore zawierane bedg przez BGK w miejsce OFE nie sg
zwigzane z ptynnoscig rynku obligacji, a z systemem rozliczen zawartych transakcji. Sama ptyn-
nos$¢ rynku uzalezniona jest zas zaréwno od ilosci i wielkosci podmiotéw zaangazowanych na
rynku dtugu, jak i infrastruktury rynku, w tym sprawnego sytemu dealerow skarbowych papieréw
wartosciowych (DSPW). Chcac wesprze¢ atrakcyjnos¢ systemu DSPW zawarli$my z BGK umo-
we, zgodnie z ktérg emisje obligacji BGK na rynkach zagranicznych bedg koordynowane z dzia-
taniami MF, a BGK na organizatoréw emisji bedzie wybierat tylko banki posiadajgce status
DSPW. Do emisji obligacji BGK na rynku zagranicznym moze doj$¢ w tym roku.




