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. MACROECONOMIC SITUATION

Gross domestic product of Poland
constant prices, yoy

A steady recovery started in the second
quarter of 2013. In the third quarter of 2015
Polish economy continued its upward trend:
GDP increased by 0.9% (qoq, sa), following
an increase of 0.8% in the second quarter
of 2015.

Contributions to Poland's GDP
growth

percentage points
source: GUS, MoF own calculation

In the third quarter of 2015 GDP was 3.5%
higher than a year ago. Domestic demand
was the main source of GDP growth mainly
due to private consumption and, to a lesser
extent, investments. However the pace of
investments growth (in yoy terms) was con-
siderably lower than in the first half of 2015.
The net exports contribution was also posi-
tive. Only inventories had negative contribu-
tion to GDP growth in the third quarter of
2015, however its magnitude was smaller
than in the previous two quarters.

Poland's gross external debt
position

percent of GDP

source: NBP, GUS, MoF own calculation

Gross external debt reached EUR 306.6bn
(73.1% of GDP) at the end of the second
quarter of 2015 and was EUR 1.3bn lower
than in the previous quarter. The share of
the general government sector debt in total
debt decreased to 39.5%. Official reserve
assets reached EUR 90.4bn at the end of
September 2015 and remained broadly ade-
quate, covering over 5 months of imports.

Current account balance
percent of GDP, in 12-month terms
source: NBP, GUS, MoF own calculation

In September 2015, according to the prelimi-
nary data, C/A deficit increased to 0.6% of
GDP (in 12-month terms of GDP) from 0.4%
of GDP in the previous month. C/A deficit
was with a wide margin covered by long term
capital (mainly EU structural funds inflow).
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. MACROECONOMIC SITUATION

Harmonised unemployment rate

percent, seasonally adjusted data
source: Eurostat

Harmonised unemployment rate (sa) has
continued its downward trend since mid-
2013. In October 2015 it amounted to 7.0%
(versus 9.3% in EU on average) and it was
0.1 pp lower than in previous month and
1.4 pp lower than a year before.

Monthly indicators of the real sector
sold production in constant prices, i10, seasonally
adjusted data

source: Eurostat, GUS, MoF own calculation

In October 2015, after a rebound in the pre-
vious months, industrial output increased by
0.8% (mom, sa). As a result, production was
2.4% higher than a year ago (nsa).

In October 2015 construction production
went down by 1.6% (mom, sa) following

a similar decrease in the previous month.
As aresult, its level was 5.2% (nsa) lower
than a year before.

In October 2015 real retail sales increased
by 1.2% (mom, sa MoF) following a slight
decline in the previous month. As a result, its
level was 3.6% (nsa) higher than in the
same month of 2014.

Inflation

percent, yoy
source: GUS, NBP

Since July 2014 consumer prices have been
lower than a year before mainly because of
a drop of commodity prices (energy and
food). In October 2015 consumer price drop
achieved 0.7% (yoy).

Core inflation (CPI excluding food and ener-
gy prices) is still positive and in October
2015 amounted to 0.3% (yoy).

Deflation in producer prices has been lasting
for 3 years (2.3% yoy in October 2015).

NBP interest rates
percent, end of period
source: NBP

In November 2015 the Monetary Policy
Council kept NBP's interest rates

unchanged, with the reference rate at 1.50%.

According to the latest Reuters poll
(November, 27th) bank analysts forecast the
key interest rates to decline by 25 bps in the
first quarter of 2016 (the reference rate is
expected to fall to 1.25%).
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Il. STATISTICAL DATA

Unit 2014 2015
Qo2 Q03 Qo4 Qo1 Qo2 Q03
GDP
Gross domestic product YoY 34 33 33 3T 33 35
QoQ SA 09 0.8 1.0 0.9 038 0.9
Final consumption expenditure of the households sector YoY 30 24 28 31 31 31
QoQ SA 09 0.8 038 0.8 07 0.7
Final consumption expenditure of the general government sector YoY 62 53 74 37 25 27
QoQ SA 24 0.7 14 0.1 0.7 0.6
Gross fixed capital formation YoY 93 9.5 9.5 11.5 6.1 4.6
QoQ SA 21 21 1.7 20 0.3 12
Exports of goods and senices YoY 65 4.7 6.9 6.4 4.8 3.9
QoQ SA 20 1.6 23 14 0.2 0.7
Imports of goods and semvices YoY "7 9.7 10.0 6.8 45 31
QoQ SA 23 26 1.0 1.2 0.1 0.5
Gross vaue added YoY 34 35 33 33 32 34
QoQ SA 00 0.9 08 07 07 07
Contribution to GDP growth
Final consumption expenditure of the households sector pp- 18 15 15 2.0 19 1.8
Final consumption expenditure of the general government sector pp- 11 0.9 13 0.7 0.5 0.5
Gross fixed capital formation pp- 16 1.7 25 15 11 0.9
Changes in inventories pp- 1.0 1.4 0.8 -14 04 0.1
Balance of trade turnover pp- -21 2.2 -1.2 0.9 0.2 0.4
Gross value added pp- 30 31 29 29 28 30
Taxes less subsidies pp. 04 02 04 0.8 05 05
GDP structure
Final consumption expenditure of the households sector % of GDP 609 60.4 K3 64.4 59.7 60.0
Final consumption expenditure of the general government sector % of GDP 184 17.8 19.1 17.7 18.1 17.6
Gross fixed capital formation % of GDP 175 18.9 217 13.9 18.1 19.3
Changes in inventories % of GOP o7 0.6 0.5 -0.7 0.3 0.5
Exports of goods and senices % of GDP 481 483 448 516 497 491
Imports of goods and semices % of GDP 466 46.9 44.0 477 46.8 47 4
Unit 2015
05 1106 MO7T 1108 o9 10
Balance of payments
Goods: exports (EUR) YoY T8 104 35 8.7 41 -
Goods: exports (EUR) oY 03 9.2 5.8 7.5 5.8
Current account balance” % of GOP 05 0.4 04 0.4 0.6 -
Balance on goods” % of GOP 01 01 0.0 0.0 0.0 -
Official Reserve Assets EUR min 938754 933950 902077 88100.7 903812 915571
Inflation
Consumer Price Index (CPl) YoY 09 -0.8 07 -06 0.8 07
Core inflation (CP! excluding food and energy prices) YoY 04 0.2 04 04 02 0.3
Producer Price Index (PP1) YoY -21 -1.4 -1.8 2.0 -2.8 2.3
Production
Sold production of industry? YoY 23 T4 38 53 4.0 24
Mol SA 09 0.4 0.2 -1.2 1.6 0.8
Construction and assembly production? YoY 13 25 0.1 48 25 52
Mol 8A 59 -36 24 0.3 16 16
Manufacturing PMI SA 524 543 545 511 50.9 522
Households and labour market
Retail sales? YoY 47 6.6 b 20 29 36
Average paid employment in enterprise sector YoY 11 0.9 0.9 1.0 1.0 1.1
Mo 0.0 0.0 0.1 0.1 0.1 0.3
Average monthly gross wages and salaries in entemprise sector (re YoY 41 33 4.0 4.0 49 4.0
Mot 29 0.9 15 -13 12 12
Harmonised unemployment rate (Eurostat) %, SA 75 74 73 7.2 71 7.0
1) Datz in 12-month tems
2) Constant prices. Data for units in which the number of empioyed persons excesds 3 persons
Source: BUS, MBF, Eurostat, MoF calcustion bassd on NEF, BUS dats, HSBC, Markit
Unit 2015
jedn. 104 1105 M06 1107 M0 1109
State Treasury debt
State Treasury debt (acc. to the place of issue criterion) nominal, PLN mio 802 0331 810231.0 817 800.7 8114393 819 163.1 83765825
Domestic debt nominal, PLN mio 530 447.3 534 836.5 5392576 539755.9 5449923 5554414
% 66.1 66.0 65.9 66.5 66.5 66.5
Foreign debt nominal, PLN mio 2715858 2753945 2785431 2716834 2741709 282211
% 339 34.0 341 335 335 337
Unit 2014 2015
jedn. Qo Q02 Qo3 Q04 Qo1 Qo2
Public debt (domestic definition)
Public debt {acc. to the place of issue criterion) nominal, PLN mio 782 1047 79356564 8021330 8267717 8481834 8581516
Domestic debt nominal, PLN mio 505 904.8 518785.6 522 068.5 534 789.6 559 197.5 564 600.0
% 64.7 65.4 65.1 64.7 65.9 65.8
Foreign debt nominal, PLN mio 276 199.9 274770.5 2300645 2919821 2889859 2935516
% 353 3456 349 353 341 2
General Government debt (EU definition)
General Government debt nominal, PLM mio 816 8919 8278174 8395641 86T 0659 BBF 4540 8958079

1) prefiminary gats
Source: MoF




lll. BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Gross borrowing requirements State budget borrowing requirements for 2015 has been fully funded. We have started
in 2015 the prefinancing of next year’s borrowing needs.

Flows of funds into the market
related to T-securities transfers
in December

In December there will be no funds transferred from the State budget to the market related
to wholesale T-securities (neither TS redemptions nor interest payments).

State Treasury debt redemptions

in 2015 30.0 1
nominal amount, as of November 30, 2015; 27.0 4
PLN bn
24.0 -
The nominal amount of debt to be redeemed 21.0 -
in 2015 is equal to PLN 0.7bn, including: 12.0 |
o retail T-bonds: PLN 0.3bn, 150
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4 r lll. 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 I-X 2015 debt held by do-
mestic banks increased by PLN 11.4bn com-
paring to PLN 32.9bn increase during the
same period of 2014.

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

PLN bn

In the period of |-X 2015 there was a de-
crease of PLN 2.5bn in debt held by insur-
ance companies. During the same period of
2014 there was an increase of PLN 1.2bn.

Change of debt in domestic Treasury

securities held by investment funds
PLN bn

In the period of I-X 2015 there was an in-
crease of PLN 4.0bn in debt held by invest-
ment funds. During the same period of 2014
there was a decrease of PLN 0.8bn.

Change of debt in domestic Treasury

securities held by foreign investors
PLN bn

In the period of I-X 2015 inflow of foreign
capital to the domestic TS market amounted
to PLN 10.0bn comparing to inflow of PLN
1.9bn in the same period of 2014. Foreign
investors' holdings reached the level of PLN
206.0bn.
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lll. BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

£

Sale of T-bonds and T-bills in the
period of I-XI 2015 and in 2014

settlement date, nominal amount, PLN bn

Since April 2013 T-bills have not been
offered. In the period of I-XI 2015 aggregat-
ed total sale of T-bonds amounted to PLN
103.1bn versus PLN 111.4bn as compared
to the corresponding period of the previous
year.

Balance of T-bonds and T-bills in the
period of I-XI 2015 and in 2014

settlement date, nominal amount, PLN bn

In the period of I-XI 2015 indebtedness in
T-bonds increased by PLN 31.5bn.

External financing in the period
of I-X1 2015 and in 2014

bonds issued on foreign markets and loans
received from IFls, settlement date, EUR bn

Net financing on foreign markets in the peri-
od of I-XI 2015 was negative and amounted
to EUR 0.7bn. T-bonds issuance was EUR
4.3bn. Loans incurred from IFls were at the
level of EUR 2.0bn. Apart from those, EUR
6.7bn on the FX budgetary accounts was
available - the money related to the foreign
debt management raised and not spent in
2014.

Structure of marketable debt
PLN bn

At the end of November 2015 the marketable
domestic debt amounted to PLN 513.2bn
comparing to PLN 482.9bn at the end of
2014.
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J lll. BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Maturity breakdown of T-securities

in Poland and other countries
auctions and syndicates, local currency, ytd in the
period of January 1 - November 30, 2015

The sale of TS in Poland in is dominated by
securities maturing in 1 to 5 years. In 2015
there have been are no TS with a maturity
date shorter than a year.

Average maturity

At the end of December 2015 the average
maturity of domestic debt amounted to 4.30
(while at the end of 2014 it was 4.19). The
average of total debt accounted to 5.26
(5.24 at the end of 2014).

Reducing refinancing risk connected
with T-bonds’ redemptions maturing
in 2015 and 2016

nominal amount, as of November 30, 2015, PLN bn

Buy-back of T-bonds maturing in 2015 (by

switch or cash settlement):

e WZ0115: PLN 14.7bn (71%),

e PS0415: PLN 12.2bn (45%),

e OKO0715: PLN 2.6bn (26%),

e USD 07-2015: PLN 1.9bn (USD 0.6bn;
36%),

e USD 10-2015: PLN 0.8bn (USD 0.2bn;
21%),

e DS1015: PLN 5.7bn (22%),

e OK0116: PLN 8.1bn (32%),

e EUR 02-2016: PLN 3.1bn (24%),

e PS0416: PLN 2.7bn (12%).

Consolidation of public finances
liquidity management
PLN bn

As a result of consolidation of public financ-
es liquidity management there were PLN
38.4bn funds accumulated at the end of
November, of which PLN 29.8bn was as
term deposits and PLN 8.5bn on O/N
deposits.

In the period of January-February 2015 the
second stage of the consolidation took place
(the number of public finance units was in-
creased and court deposits were included).
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lll. BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

Institutional distribution of domestic
Treasury securities held by
non-residents

as of October 31, 2015, the chart presents data
excluding omnibus accounts

In October the share of non-residents in the
domestic Treasury securities market
decreased by PLN 2.2bn which resulted
mainly from the redemption of PLN 10bn of
T-bonds maturing in October that were held
by this group of investors. The foreign inves-
tors’ portfolio amounted to PLN 206.0bn
which constituted 40.8% share in total debt
in marketable T-bonds (39.7% in the previ-
ous month). As of the end of October, cen-
tral banks and public institutions’ share in
holdings amounted to 23.4%.

Change of debt in domestic Treasury
securities held by non-residents by

institutional distribution
change in October 2015, mom, PLN bn

In October 2015 the highest increase in TS
portfolio was noted by banks (PLN 2.0bn).
The highest decrease, on the other hand,
was recorded by investment funds (PLN
6.1bn). Then, in second place, entities cate-
gorized as “others” (decrease of PLN 1.5bn).

Change of debt in domestic Treasury
securities held by central banks and

public institutions
as of October 31, 2015, PLN bn

After a substantial change in classifying an
investment fund purchasing Polish TS into

a central bank resulting in an increase of
central banks and public institutions’ involve-
ment in the Polish debt market by PLN 7.5bn
in September 2015, there was a slight
increase of PLN 0.2bn noted in October.

In the period of April 2014 to the end of
October 2015, when the detailed information
is available, portfolios of those entities
increased by PLN 23.1bn.

Geographical distribution
of domestic Treasury securities

held by non-residents
as of October 31, 2015, excluding omnibus
accounts

Geographical structure of domestic T-bonds
held by non-residents, as well as institutional
distribution, is well-diversified.

central banks
PLN 28.6bn ; 17.5%

23.4%

public institutions
PLN9.7bn; 5.9%

investment funds
PLN 58.6bn ; 35.8%

others

individuals PLN18.0bn ; 11.0%

PLN0.02bn ; 0.01%

hedge funds
PLN0.04bn ; 0.02%

non-financial sector/

PLN9.3bn ; 5.7%

banks
PLN 15.6bn ; 9.5%

pension funds

insurance companies
PLN13.0bn ; 7.9%

PLN 10.9bn ; 6.7%
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Europe -
EU non-eurozone
PLN 10.8bn ; 6.6%

North America
PLN 38.9bn ; 23.8%

Europe - non-EU
PLN 10.0bn ; 6.1%

Middle East
PLNG6.8bn ; 4.1%

South America
(incl. Caribbean)
PLN1.1bn; 0.7%

Australia and Oceania
PLN 1.0bn ; 0.6%

Asia (excl. Middle East)
PLN46.7bn ; 28.6%

Africa
PLN0.03bn ; 0.02%

EU[DPE - eurozone
PLN48.3bn ; 29.5%




lll. BACKGROUND OF BORROWING REQUIREMENTS' FINANCING

|
Change of debt in domestic Treasury
securities held by non-residents by e
geographical distribution 0.0 ' ' ' '
change in October 2015, mom, PLN bn 1
In October 2015 the most significant 2 e
change in holdings was recorded by inves- RN}l ik L I Ui, i!iH
tors from North America whose involvement P
in the domestic T-securities market de- o do I
creased by PLN 5.5bn. '

B

<P N P @ Y D &
\IS‘\G ‘(‘,09(\ ((\‘z‘\@ Or_,z'bo \@0‘?‘ < (\o“ @‘\9& @‘00
00 ,Qv» & _\bb O . & P
& o o L\_é‘ <+ Q(C,Qz' & &
o N QO
& & TS ®
v_@q‘ v b &
2
)

_Strucwre of non":e_Sidentsl hOIdings Countri Outstanding in nominal Share in non-residents
in Treasury securities by countries ountries value (PLN mio) holdings (%)
as of October 31, 2015, excluding omnibus United States 37 657.9 27.89%
accounts and central banks, countries with more o
than 1% share, PLN m Luxembourg 23 586.5 17.47%

Japan 19 135.1 14.17%

United Kingdom 8 545.6 6.33%

Norway 8 099.4 6.00%

Germany 6982.5 5.17%

Ireland 5908.2 4.38%

Austria 4316.4 3.20%

Netherlands 3580.3 2.65%

France 2404.2 1.78%

United Arab Emirates 1919.9 1.42%

Switzerland 1690.3 1.25%

Others 11 196.0 8.29%

Total 135 022.3 100%




IV. SUPPLY PLAN OF TREASURY SECURITIES IN DECEMBER 2015

Treasury bond
switching auction

Offer on retail market

Auction/
settlement date

10 DEC 2015/
14 DEC 2015

T-bond

DOs1217

TOZ1218

COI1219

EDO1225

Settlement T-bond

choice will depend on
the market conditions

Issue price

PLN 100.00
(99.90 PLN for rolling-over)

PLN 100.00
(99.90 PLN for rolling-over)

PLN 100.00
(99.90 PLN for rolling-over)

PLN 100.00
(99.90 PLN for rolling-over)

Source T-bond

OKO0116
PS0416

OKO0716

Coupon

Fixed, 2.00%

Floating (1.00 * WIBOR 6M)

Outstanding
(PLN m)

16,910
19,580

12,589

2.10% in the first coupon period

Floating (inflation rate + 1.25%)
2.30% in the first coupon period

Floating (inflation rate + 1.50%)
2.50% in the first coupon period




