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The aim of this Report is to assess ﬁnancial system stability in Poland. Financial system stability is a situation
when the system performs its functions in a continuous and eﬃcient way, even when unexpected and adverse
disturbances occur on a signiﬁcant scale. The maintenance of ﬁnancial system stability requires the monitoring of systemic risk occurring in the ﬁnancial system or in its environment, as well as the implementation
of measures eliminating or reducing the risk. The stability of the ﬁnancial system is a necessary condition
for ensuring sustainable economic growth in the long term.
The stability of the banking system, which accounts for two thirds of assets of the Polish ﬁnancial system,
is of particular importance for ﬁnancial system stability. Banks play a crucial role in ﬁnancing the economy
and settling payments. They also perform another important function by providing numerous products
that allow other entities to manage their ﬁnancial risk. Therefore, special emphasis is put on the analysis
and assessment of banking system stability.
Financial system stability is of particular interest to NBP due to its statutory tasks to eliminate or reduce
the systemic risk, establish the conditions necessary for the development of the banking system, and contribute to the stability of the domestic ﬁnancial system (Article 3 paragraph 2 items 6, 6a and 6b of the Act
on NBP). While fulﬁlling these tasks, NBP participates in macroprudential supervision of the ﬁnancial system, and in the event of a direct threat to the stability of the ﬁnancial system, may also participate in the implementation of crisis management measures.
Financial system stability is closely related to the primary task of the central bank, i.e. maintaining price
stability. The ﬁnancial system plays a key role in the transmission of monetary impulses to the real economy.
Financial system instability may hamper the eﬃcient implementation of the monetary policy. The analysis
of the ﬁnancial system stability also constitutes a necessary element of an eﬃcient regulatory and supervisory
policy, in the development of which NBP plays an important role and which, together with the monetary
policy, contributes to maintaining sustainable economic growth. Another reason for the involvement of NBP
in activities supporting the stable functioning of the ﬁnancial system is the fact that the central bank is entrusted with the task of organising monetary clearing (Article 3 paragraph 2 item 1 of the Act on NBP).
The stable functioning of ﬁnancial institutions that are integral components of payment systems is a necessary condition for the smooth operation of these systems.
The “Financial Stability Report” is primarily addressed to ﬁnancial market participants as well as to other persons and institutions interested in the subject. The aim of the Report is to present conclusions from analytical
and research work on ﬁnancial system stability, including the assessment of its resilience to potential disturbances. Disseminating this knowledge should support the maintenance of ﬁnancial stability through, among
others, better understanding of the scale and scope of risk in the ﬁnancial system. This enhances the probability of a spontaneous adjustment of the behaviour of those market participants that undertake excessive
risks, without the necessity of public entities’ intervention into market mechanisms. Thus, the information
policy of the central bank is an important instrument for maintaining ﬁnancial system stability. The Report
is also presented to the Financial Stability Committee, which is the macroprudential supervisory body.

The analysis conducted in this Report is based on data available up to 30 September 2016 (cut-oﬀ date). Some
high-frequency data, especially relating to ﬁnancial markets, and other particularly signiﬁcant information,
may go beyond the adopted cut-oﬀ date. The Report was approved by the Management Board of Narodowy
Bank Polski at a meeting on 1 December 2016.
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Executive summary

Executive summary
The ﬁnancial system is functioning in a stable man-

ance, which does not, however, constitute a systemic

ner, although the threats to ﬁnancial stability have

threat as the extent of funding of this market seg-

intensiﬁed. Developments in the external environ-

ment by Polish banks is small.

ment of the Polish economy, leading to a substantial rise in uncertainty about future trends, may be
a challenge to ﬁnancial stability. Domestic developments and actions that may result in the lower
resilience of the ﬁnancial sector, mostly banks, to
shocks may also constitute a challenge to ﬁnancial
stability.

The situation in the external environment of the Polish economy and its ﬁnancial sector has stabilized, although the uncertainty regarding future tendencies
signiﬁcantly increased The stabilisation of the economic situation in emerging economies, coupled
with an expected improvement in the economic conditions of the United States, indicate that the global

The Polish economy does not exhibit signiﬁcant

growth outlook for 2017 has improved somewhat.

macroeconomic imbalances.

The debt of non-

At the same time, European Commission forecasts

ﬁnancial enterprises and households remains

a slowdown in economic growth in the euro area

at a moderate level.

However, the pace of eco-

in 2017. Moreover, the mounting uncertainty about

nomic growth and its outlook are adversely aﬀected

the economic policy trends in the United States and

by a fall in investment activity in the enterprise sec-

the euro area, the form and consequences of possi-

tor.

ble political changes in the European Union as well

The functioning of ﬁnancial markets is stable, al-

as the structural problems of some major euro area

though the growth in uncertainty and volatility

economies and China and a possible strengthen-

in global markets and the downgrade of Poland’s

ing of protectionist tendencies that hamper global

sovereign rating have been reﬂected in stronger

trade are the factors that may undermine economic

volatility of the zloty exchange rate,

growth and increase risk aversion globally.

a fall

in the prices of bonds and stocks and decreasing

Maintaining the stability of the banking sector,

exposures of foreign investors to the domestic bond

which is the main source of ﬁnancing the econ-

and stock market.

omy, is the key prerequisite for ﬁnancial stability

The residential market is balanced and prices

in Poland.

in the primary and secondary segments are stable. The commercial real estate market, especially

The credit cycle is in the recovery phase.

the oﬃce market, continued to see a growing imbal-

Credit growth close to the GDP growth rate is

Financial Stability Report. December 2016
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no barrier to GDP growth and also does not

tor to shocks, as well as a fundamental con-

create imbalances in the economy or the ﬁnan-

dition for growth of funding to the economy,

cial system. The countercyclical capital buﬀer

this trend has to be assessed negatively. This

has been le at the level of 0%. There are no

trend is related to the fact that banks operate

signs of excessive easing of banks’ lending poli-

in the environment of low interest rates (low

cies. Loan portfolio quality is steadily improv-

net interest margin), that non-interest income

ing. This improvement concerns both the ag-

has fallen, and is also the result of regulatory

gregate and key sectors.

factors (tax on assets). The earnings of banks

The large portfolio of foreign currency mortgage loans is a weak point of some commer-

are positively aﬀected by a decline in credit
risk.

cial banks. As borrowers have income buﬀers,

The capital position of the Polish banking sec-

the quality of the portfolio, despite signiﬁcant

tor is good and is accompanied by low lever-

foreign exchange rate shocks, is very good.

age. The average total capital ratio contin-

Coupled with the signiﬁcant capital buﬀers

ued to increase and reached the level of 17.1%.

of banks, this indicates that the portfolio of FX

Most banks meet the supervisory require-

loans does not generate systemic risk.

ments. The most important banks in the sector

Banks are exposed to market risk to a limited
extent. The open net FX position is small due

were obliged to create so-called other systemically important institution (O-SII) buﬀers.

to the closing of an open on-balance FX posi-

The obligation to create was imposed on

tion by banks, arising from the large portfolio

the most important banks in the sector.

of foreign currency mortgage loans, with oﬀbalance-sheet transactions. Interest rate risk

The results of stress tests and loss absorption capac-

in the banking book is limited in the entire

ity simulations indicate that the Polish banking sys-

sector, although the sensitivity of earnings to

tem is capable of absorbing the eﬀects of shocks asso-

a potential interest rate decrease is greater for

ciated with identiﬁed future threats in the ﬁnancial

cooperative banks than for commercial banks.

system and its economic environment. Neverthe-

The high and rising share of deposits, especially deposits of households, and a simultaneous decrease in wholesale funding supports
stable ﬁnancing of banks and mitigating of liquidity risk. The level of liquid assets is high and
is increasing. Banks meet the supervisory liquidity ratios.

10

less, the assessment of its resilience to shocks (taking
into account the supervisory requirements on capital ratios) has worsened, mainly as a result of the deteriorating proﬁtability of banks and their capacity
to use retained proﬁts to increase regulatory capital.
Due to the fall in banks’ proﬁtability, the cost of raising capital on the market exceeded the return on assets, which may reduce the possibility of strength-

The proﬁtability of banks, aer excluding

ening of capital from external sources, if the need

the impact of one-oﬀ factors, is still falling. Re-

arises to increase it. A substantial increase in un-

tained proﬁts are the main source of capital

certainty in Poland’s external environment, increas-

in Poland. As the size of capital buﬀers is a key

ing the likelihood of negative shocks, indicates that

parameter for the resilience of the banking sec-

it is necessary to strengthen the banking sector’s re-

Narodowy Bank Polski
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silience and avoid regulatory actions that could un-

anteed rate of return which are a vulnera-

dermine it.

ble area in the environment of low interest

The cooperative banks sector is stable. Cooperative
banks mostly meet the supervisory capital and liquidity requirements. The establishment of the socalled Institutional Protection Scheme (IPS) is improving the resilience of the sector. Nevertheless,

rates. The proﬁtability of insurance companies
has declined; however, the insurance sector is
characterised by high capital adequacy ratios,
which ensures that ﬁnancial services continue
to be provided.

the low interest rate environment and low eﬃ-

Investment funds are a rapidly growing sector.

ciency associated with the sector’s business model

This attribute applies in particular to the seg-

are bigger challenges for the proﬁtability of coop-

ment of closed-end investment funds. Liquid-

erative banks and their expansion capacity than for

ity risk is a key risk for the sector, as it is po-

commercial banks. Some banks, especially larger

tentially signiﬁcant for open-end investment

ones, increased exposures to riskier assets, which

funds. The share of liquid assets of open-end

in the case of insuﬃcient risk management compe-

investment funds is falling; however, no ﬁre-

tence, may be a challenge to their stability. The fact

sales of assets have been observed.

that a number of cooperative banks remain outside
the IPS structure is a negative development.
The restructuring of the credit unions sector is underway.

The number of operating credit unions

as well as the value of assets are decreasing. A large
part of the sector still does not meet the regulatory
minimum capital requirements, while the liquidity
requirements are generally satisﬁed. The quality
of the loan portfolio remains poor. The high share
of those items of regulatory capital which cannot be
used to cover previous years’ losses gives reasons for
concern.

Liquidity

risk

is,

in

principle,

absent

in the open pension funds sector because of
a continuous inﬂow of contributions and no
possibility of early withdrawal.
The lack of signiﬁcant direct intra- and inter-sector
linkages, especially interbank ties and ties between
banks and non-bank ﬁnancial institutions reduces
the transmission of shocks in the ﬁnancial system
and the occurrence of the contagion eﬀect. The simulation conﬁrms the lack of a signiﬁcant domino
eﬀect in the banking sector. An important poten-

Given the business models applied in Poland,

tial contagion channel between banks and credit

the non-credit ﬁnancial institutions do not generate

unions is the system of deposit guarantees and res-

signiﬁcant risks to ﬁnancial stability.

olution, funded to a larger extent by commercial
banks. This is important in view of the poor con-

The sector is not a signiﬁcant source of fund-

dition of the credit unions sector and some coopera-

ing to the economy. Moreover, institutions

tive banks. At the same time, the high concentration

of the sector of non-credit ﬁnancial institutions

of the credit unions sector enhances the signiﬁcance

use leverage only to a small extent.

of this risk.

Insurance companies oﬀer traditional insur-

Narodowy Bank Polski presents a number of rec-

ance services and do not generate liquidity

ommendations aiming to preserve the stability

risk. Insurance companies in Poland do not

of the Polish ﬁnancial system. These recommenda-

oﬀer a wide range of products with a guar-

tions are described in detail in the last chapter. They

Financial Stability Report. December 2016
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pertain to:
avoiding actions constituting a threat to

need for conduction of prudent lending poli-

the stable functioning of the ﬁnancial sys-

cies by banks, ensuring that borrowers tak-

tem, especially in the area of measures regard-

ing out long-term variable-rate loans have ade-

ing the portfolio of foreign currency housing

quate income buﬀers in case of a rise in interest

loans, as well as monitoring the inﬂuence of in-

rates

troduced tax burdens on ﬁnancial institutions
on the functioning of the ﬁnancial system and
counteracting adverse side eﬀects
closer integration of the cooperative banking sector and transformation of its business
model focused on increasing eﬃciency
continuing the restructuring of the credit

12

unions sector

need for particularly prudent lending policy
of banks in the commercial property lending
market
need for investment fund management companies to pay particular care to ensuring adequate asset liquidity of open-ended investment
funds.

Narodowy Bank Polski
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Chapter 1.

Financial institutions’ economic
environment
1.1. Macroeconomic situation
Since the beginning of 2016, the global economy

this part of the world economy has somewhat im-

has been growing at a moderate pace. In developed

proved with the relative stabilisation of growth in

countries, growth is mainly determined by house-

China and signs of recovery from the recession in

hold consumer spending. The consumption growth

Russia and Brazil.

is also supported by inﬂation staying at a low level
and the low cost of credit resulting from expan-

The euro zone economy grew at a rate simi-

sionary policies of central banks aimed at stimulat-

lar to that observed in several previous quarters.

ing demand. Economic activity in developed coun-

The GDP growth in the second quarter of 2016

tries continues to be constrained by weak produc-

amounted to 1.6% y/y.

tive investments, reﬂecting the uncertainty about

spending, stimulated by the improving situation

the outlook for global economic growth. In addi-

on the labour market, remained one of the main

tion, a negative impact on demand, in particular in-

growth drivers in the euro area. Gross capital forma-

vestment demand, is exerted by excess debt of the

tion of the public sector also had a positive contribu-

public and private sector, the still unsolved prob-

tion to growth, supported by the low cost of funding

lem of non-performing loans in the banking sectors

resulting from the continued ECB’s programme of

of some euro area countries, and the reduction of

quantitative easing. Growth in private investment

production capacity in the sector of crude oil extrac-

remained weak, resulting largely from the uncertain-

tion, in response to a strong reduction in oil prices

ties about the outlook for global economic growth,

(in the United States). The economic situation in

excess debt and structural problems of the banking

BRIC countries remains poor, but the outlook for

sector (e.g. in Italy). Continued weak performance

Household consumption

of global trade limited the growth of euro area ex-

Financial Stability Report. December 2016
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ports. Economic growth in Germany, the main trad-

of domestic demand, household consumption was

ing partner of Poland, slowed slightly (1.7% y/y in

still characterised by solid growth (3.3% against 3.2%

the second quarter of 2016 compared to 1.8% in the

in the second quarter), resulting from the growing

previous quarter). The economic performance of

employment and increasing wages, amid persistent

other major economies of the euro zone was diverse,

deﬂation in consumer prices. Foreign trade signiﬁ-

where on the one hand good GDP growth rate was

cantly and positively contributed to GDP growth in

recorded in Spain, but on the other hand, Italian

the second quarter of 2016 (0.8 percentage points).

economy was close to stagnation.

It resulted from the acceleration of exports (10.9%

In Central and Eastern Europe, solid GDP growth
continued. It was supported mainly by private
consumption, reﬂecting a systematic improvement
in the labour market. Weak investment activity,
which was mainly caused by low absorption of funds
from the EU new ﬁnancial perspective, lowered the
economic growth.

y/y against 6.9% in the ﬁrst quarter), with the slower
growth on the import side (9.9% y/y). The deepening decline in investment expenditures (-3.9% y/y
against -1.8% in the ﬁrst quarter) exerted negative
impact on the pace of economic growth in the second quarter. Reduced investment activity was primarily due to a marked decline in the use of EU
funds, as well as increased uncertainty about the fu-

The latest forecasts for the global economy (includ-

ture global economic situation and the eﬀects of eco-

ing by the OECD and IMF) indicate a weakening

nomic policy in Poland.

of GDP growth in 2016 and only a slight acceleration of growth in 2017. At the same time, the

In the ﬁrst half of 2016, CPI continued to decrease

November European Commission forecast points

but at a lower pace. Deﬂationary trends (decline

to a lower GDP growth rate in the euro zone in

of 0.8% in the second quarter, against decrease of

2017. It is expected that there will be some upturn in

0.9% in the ﬁrst quarter of 2016) were largely a con-

the United States and in the group of major emerg-

sequence of the processes occurring in the global

ing economies. A signiﬁcant part of uncertainty is

economy, in particular the decline in the prices of

related to the directions of the US economic policy

energy commodities, and persistent low inﬂation in

pursued aer the elections. Economic slowdown,

Poland’s major trading partners. These trends re-

despite cyclical causes (e.g. recession in countries

sulted in close to zero growth of Poland’s import

exporting raw materials) and one-oﬀ events (e.g. re-

prices. There are still no visible signs of demand

sult of Brexit referendum), has also structural causes,

pressure, as evidenced by negative values of core in-

such as decline in productivity growth, protection-

ﬂation (-0.3% in the ﬁrst quarter, against -0.1% in the

ist tendencies reducing the pace of foreign trade,

ﬁrst quarter of 2016). Falling producer prices (by

and private sector debt combined with low quality

0.8% in the ﬁrst three quarters of 2016) indicate also

of some assets.

lack of cost pressure. Inﬂation expectations of consumers and enterprises have remained low for sev-

Polish economy is growing at a pace close to po-

eral quarters. There were no adverse consequences

tential; however, a slight slowdown compared to

of persistent deﬂation for the behaviour of economic

the previous year has been observed. In the sec-

agents.

ond quarter of 2016 GDP grew by 3.1% on an annual
basis, which meant a slight acceleration in compar-

The situation on the labour market continued to

ison to the previous quarter (3.0% y/y). On the side

improve; however, there are signs of stabilisation

14
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of the demand for labour. According to the Labour

crease in the demand for ﬁnancial assets with rel-

Force Survey (LFS), stable growth in employment

atively low risk and high liquidity assets (cash and

(1,2% y/y) continued in the ﬁrst quarter of 2016 and

short-term deposits), but also contributed to invest-

was about 0.1 percentage point higher compared to

ing assets in residential investment. On the liabili-

the previous quarter, but on a quarterly basis (sea-

ties side, in the second quarter of 2016 the growth

sonally adjusted) the level of employment ceased to

rate of consumer loans (7.8% y/y) was higher than

grow. In the corporate sector, there was a substan-

the growth rate of housing loans (3.4% y/y). Never-

tial acceleration in employment growth compared

theless, over 90% of the households’ liabilities, both

to the previous quarters (3.1% y/y against 2.6% in

in terms of stocks and ﬂows, still consist of long-term

the ﬁrst quarter of 2016). The unemployment rate

loans with a maturity of 12 months. Household debt

according to LFS continued the downward trend ob-

to disposable income and to GDP ratios remained at

served for several quarters and reached another con-

a moderate level. Despite the slight increase in the

secutive record low at 6.4% sa. The registered un-

savings rate observed in the second quarter of 2016,

employment rate signiﬁcantly decreased in August

it remains at a low level of 3.5% (aer seasonal ad-

to 9.0% sa compared to 9.4% sa in February 2016.

justment). Improving consumer conﬁdence indica-

Labour oﬃces have continued to report historically

tors and the expected continuation of positive trends

high numbers of vacancies.

in the labour market in an environment of low in-

The growth rate of nominal wages in the national
economy accelerated signiﬁcantly compared to
previous quarters. It amounted to 4.3% y/y in the
second quarter of 2016, aer four quarters of stable
growth ranging between 3.0 and 3.2% y/y. A further signiﬁcant increase in wages continued to be
observed in the enterprise sector (4.5% compared to
an already high level of 3.7% in the ﬁrst quarter of
2016). According to the latest macroeconomic projection of the NBP, the upward trend in wages will
continue, but further employment growth may be

terest rates, will adversely aﬀect the prospects of increase of the voluntary savings rate.
The condition of the non-ﬁnancial corporate sector in the second quarter of 2016 remained good
and stable. However, some signs of its possible
deterioration were observed. The current assessment of economic condition indicator (BOSE) fell
in the second quarter both in relation to the corresponding period of the previous year, and in relation to the ﬁrst quarter of 2016. In the third quarter,
the downward trend continued, although the indica-

subdued.

tor remained at a level above its long-term average.1

Household ﬁnancial position has continued to im-

Enterprises predicted only a slight improvement in

prove since the fourth quarter of 2013. Household

their situation till the end of 2016. However, it ap-

balance sheet, similarly to the previous quarters, was

pears to be only short-term improvement.2 On the

characterised by a surplus of assets over liabilities,

other hand, certain ﬁnancial indicators of the corpo-

with low growth of both aggregates (4.1% for ﬁnan-

rate sector improved in the second quarter of 2016.

cial assets; 3.9% for liabilities). The high uncertainty

Nominal growth in sales revenues remained posi-

in the capital market contributed to a further in-

tive and was higher than a year before (4.0% against

1 See Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w II kw.

2016 r. oraz prognoz na III kw.
2016 r., NBP, No. 03/16 (July 2016) and Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury
w III kw. 2016 r. oraz prognoz na IV kw. 2016 r., NBP, No. 04/16 (October 2016).
2 See Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w III kw. 2016 r. oraz prognoz na IV
kw. 2016 r., NBP, No. 4/16 (October 2016).
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3.0%). The growth of cost of sales was lower than the

ments in 2017–2018 is expected to be lower than in

growth of sales revenues, among other things due to

2014–2015, which may result in further increase of

the low cost of commodities and materials, which

corporate savings.

contributed to the improvement in the ﬁnancial result on sales. The total ﬁnancial surplus of the corporate sector was also positively aﬀected by low ﬁnancial costs. The seasonally adjusted indicators of prof-

Non-ﬁnancial corporations were characterised by
high liquidity and debt service capacity. All the liquidity ratios remained at levels close to their histor-

itability and net sales in the second quarter increased

ical maximum. Almost 79% of surveyed enterprises

during the year by 0.4 percentage points and 0.2 per-

declared no liquidity problems in the second quarter

centage points, respectively. The percentage of profitable companies remained very high. In the second quarter of 2016, it amounted to approx. 77%,
as in the corresponding period of the previous year

– 2.5 pp more than in the same period of the previous year, and only 0.4 pp less than in the ﬁrst quarter.6 In the third quarter, the percentage of companies reporting good liquidity situation fell only

(sa).

slightly on a quarterly basis.7 Total debt of the cor-

Investment growth in the corporate sector in

ble and remained at a low level compared to other

the second quarter of 2016 was still negative, al-

European countries (approx. 86%).9 Foreign debt10

though it improved slightly in comparison to the

accounted for a relatively high share of the corpo-

ﬁrst quarter of 2016 (-5.3% y/y against -8.3%, con-

rate sector total debt and amounted to approx. 26%

stant prices).

Despite this improvement, it re-

of GDP. However, the risk to the ﬁnancial system

mained signiﬁcantly lower than in the previous year,

stability due to foreign debt of enterprises is limited

when it amounted to (+)7.7%y/y. Entrepreneurs ex-

(See Box 1). In the second quarter of 2016 the value

pected signiﬁcant improvement of investment activ-

of debt service coverage ratio improved in compari-

ity neither in the third quarter nor in the fourth

son to the ﬁrst quarter of 2016 (approx. 1.5 against

quarter.3 Corporate investments were on hold be-

approx. 1.2), but deteriorated in relation to the cor-

cause of, inter alia, high level of uncertainty in

responding period of the previous year (approx. 1.8).

the environment of enterprises and poor absorp-

Equity capital still prevailed in the ﬁnancial struc-

tion of funds from the new ﬁnancial perspective of

ture of non-ﬁnancial enterprises (share of equity cap-

porate sector8 in relation to GDP in 2015 was sta-

4

the European Union. The decrease in ﬁrms invest-

ital in liabilities is at a level slightly higher than 50%).

ments certainly contributed to a stronger accumu-

In the second quarter, the percentage of enterprises

lation of ﬁnancial surpluses in this sector. Accord-

declaring lack of problems with loans repayment has

5

ing to Inﬂation Report , the growth rate of invest-

not changed compared to the ﬁrst quarter of 2016

3 See Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w II kw.

2016 r. oraz prognoz na III kw.
2016 r., NBP, No. 03/16 (July 2016) and Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury
w III kw. 2016 r. oraz koniunktury w IV kw. 2016 r., NBP, No. 04/16 (October 2016).
4 See Sytuacja ﬁnansowa sektora przedsiębiorstw w II kw. 2016 r., NBP, No. 03/16 (September 2016).
5 See Inﬂation Report, NBP, November 2016.
6 See Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w II kw. 2016 r. oraz koniunktury w
III kw. 2016 r., NBP, No. 03/16 (July 2016).
7 See Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w III kw. 2016 r. oraz koniunktury w
IV kw. 2016 r., NBP, No. 04/16 (October 2016).
8 Total debt of the corporate sector is deﬁned here as the sum of loans, debt securities, trade credits and other accounts payable.
9 The debt of the corporate sector in Poland deﬁned in the narrower sense, as the sum of loans (other than trade credits) and debt
securities amounts to 47% of GDP.
10 The foreign debt of the corporate sector consists of the same ﬁnancial instruments as the total debt.
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and amounted to 94.2%. In the third quarter, it in-

oﬀ factors (high revenues from the sale of telecom-

creased to almost 95% and remained very close to its

munication frequencies and payment of the NBP

historical maximum.

11

proﬁt), the government ﬁnances deﬁcit planned for

In the whole corporate sector, the threat of
bankruptcy remains relatively low. The data for the
ﬁrst two quarters of 2016 indicate a decline in the
number of corporate bankruptcies and restructurings by 14% compared to the corresponding period
of 2015 (see Figure1.1). The number of bankruptcies has been falling continuously since 2013. The
results of ﬁnancial risk prediction models12 indicate
that in the entire 2016 also in “systemically important”sections of the economy

13

no signiﬁcant in-

crease in the bankruptcy risk should be expected.

2016 in the amount of 2.6% GDP (in terms of
ESA2010) should not be exceeded.

According to

the preliminary dra Budget Act for 2017 (as of
August 2016), the general government sector debt
(ESA2010) at the end of 2016 is expected to reach
53.5% GDP (compared to 51.3% GDP at the end
of 2015). According to this document, the public
ﬁnance deﬁcit in 2017 will increase to 2.9% GDP
(ESA2010), while the debt will increase to 54.9% of
GDP. Such development of the situation in public ﬁnance in 2017 is in line with the November macroeconomic projection of NBP.

Figure 1.1. The number of bankruptcies and restructur-

In the ﬁrst half of 2016, the current account of

ings of non-ﬁnancial ﬁrms in the ﬁrst two quarters of

the balance of payments remained in surplus. It

2008–2016

amounted to 1.0% of GDP in the second quarter

500

compared to 0.3% in the ﬁrst quarter of 2016, which

450

resulted mainly from the surplus in trade of goods

400

and services, accompanied by a negative impact of

350

primary income ﬂows. Poland’s gross external debt

300

increased by 5.8% y/y and amounted to 1,368.5 bil-

250
200

lion zlotys at the end of the second quarter. The

150

level of external debt at the end of the second quar-

100

ter amounted to approx. 73% of GDP and did not
change signiﬁcantly on an annual basis.

50
0
I-VI
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I-VI
I-VI
I-VI
I-VI
I-VI
I-VI
2009 2010 2011 2012 2013 2014 2015

I-VI
2016

NBP estimates that GDP growth in Poland, aer
a temporary slowdown, will return to the growth

Source: Coface Poland.

similar to that observed in previous years.

The situation of the general government sector

cording to the central path of the November NBP

remained good. Due to the rapidly growing tax

projection, the Polish economy will be growing,

(mainly VAT) revenues of the state budget and one-

on average, at the rate of approx.

Ac-

3.3% in the

11 See

Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w II kw. 2016 r. oraz koniunktury
w III kw. 2016 r., NBP, No. 03/16 (July 2016) and Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu
koniunktury w III kw. 2016 r. oraz koniunktury w IV kw. 2016 r., NBP, No. 04/16 (October 2016).
12 The NBP uses in these analyses models described e.g. in J. Kaczmarek, Branżowa analiza zagrożenia przedsiębiorstw upadłością, Kwartalnik Nauk o Przedsiębiorstwie, No. 2/2012, K. Fijorek, J. Kaczmarek, K. Kolegowicz, P. Krzemiński, Raport z oceny stopnia zagrożenia
przedsiębiorstw upadłością – komponent mikroekonomiczny, Kraków, 2011, E. Mączyńska, Systemy wczesnego ostrzegania, Nowe Życie
Gospodarcze, No. 12/2004.
13 “Systemically important” sections are considered to be those sections whose share in the whole corporate sector’s credit is the highest
and, at the same time, whose credit is largely concentrated in several enterprises.
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years 2016—2018. Consumer spending, supported

to be more costly than it is currently estimated. A

by rapidly rising wages and substantial social trans-

negative impact on economic growth in the euro

fers, especially from the “Family 500+” programme,

area may also be exerted by the accumulation of

will be an important growth-supporting factor. Af-

non-performing loans in the banking sector of some

ter a sharp slowdown in 2016, gross ﬁxed capital

euro area countries (mainly Italy). The increasing

formation is expected to accelerate in the follow-

global uncertainty with respect to economic policy,

ing years, resulting from an increasing absorption

which may negatively inﬂuence private sector in-

of EU funds from the new ﬁnancial perspective and

vestment, may also prove detrimental to economic

favourable situation of corporate sector, in an envi-

growth. Lower than currently predicted growth in

ronment of high capacity utilisation rate. Balanced

the catching-up countries may also indirectly aﬀect

growth will remain a strength of the economy, re-

Polish economy. This risk will materialise if the

ﬂected particularly in closing of output and employ-

growth rate in China continues to fall and large

ment gaps, and limited government budget deﬁcit.

resource-supplying countries (Brazil) do not over-

The current account will presumably remain close

come the recession. Domestic risk may also arise if

to balanced, which will be conducive to the stabilisa-

the slowdown in the global economy impacts nega-

tion of the external debt to GDP ratio. Inﬂation will

tively economic growth in Poland thereby increasing

return to the band of permissible deviations from

the ratio of the general government deﬁcit to GDP.

the inﬂation target of NBP in 2018.

Then, ﬁscal policy tightening will be necessary. Per-

Threats to the expected development of the

sisting uncertainty regarding the future legislative

macroeconomic situation in Poland may stem

changes may adversely aﬀect investment decisions,

from the environment of Polish economy. Mod-

lowering projected GDP growth. Stability of domes-

erate pace of growth expected for the euro zone

tic ﬁnancial system and sustainable growth of Pol-

could still be lower if the process of the United King-

ish economy will mitigate negative impact of above-

dom withdrawal from the European Union proves

mentioned potential risks.

Box 1. External debt of non-ﬁnancial corporate sector in Poland and systemic risk
External debt of the private sector (mainly enterprises) may pose a risk to the stability of the domestic ﬁnancial
system. This happens when the same entities have liabilities to domestic entities (e.g. banks) and to the foreign ones, and at the same time the extent and nature of liabilities to non-residents make the ﬁnancial situation
of debtors sensitive to external shocks. According to the recommendations contained in Global Financial Stability
Report1 , emerging economies should attach particular importance to monitoring corporate vulnerabilities arising
from excess leverage and foreign exchange risk.
Although the total (domestic and external) debt of the non-ﬁnancial corporate sector in Poland2 is continuously
increasing, when related to GDP it has remained at one of the lowest levels in Europe, and at the end of 2015
it amounted to 86%3 (see Figure 1). External debt deﬁned as the debt of resident-enterprises to non-residents
(ﬁnancial or non-ﬁnancial) accounts for around 30% of the total debt. It is continuously growing in nominal terms;
however, in relation to GDP it has been ﬂuctuating at around 26% for several years4 , but when only loans (other
than trade credits) and debt securities are taken into account it stands at around 19% of GDP.
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Figure 1. Total (domestic and external) debt of the non-ﬁnancial corporate sector in some European countries
(% of GDP)

Poland
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Source: Eurostat.
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Non-ﬁnancial corporate external debt, especially in emerging economies, may involve, among others, the risk of:
interest rate changes, foreign exchange rate movements, as well as withdrawal of investors from a given market
when
more favourable investment opportunities on other markets arise and in case of ﬁnancial market turmoil
:
or macroeconomic developments in the resident country5 . Should any type of risk materialise, the ﬁnancial
condition of enterprises having foreign liabilities may worsen, which in the event of their indebtedness to domestic
ﬁnancial entities and also non-ﬁnancial ones, poses a threat to the domestic ﬁnancial system.
Figure 2. Non-ﬁnancial corporate sector external debt in Poland, by instruments
100%
90%
80%
70%
60%
50%
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0%
2010
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2011
debt securities
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2013
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other accounts payable

Note: preliminary data.
Source: NBP.

In the case of the Polish non-ﬁnancial corporate sector, there are a number of factors mitigating the potential
risk arising from external debt of this sector.
Polish enterprises, if they incur foreign liabilities, tend to borrow from non-residents operating in the nonﬁnancial sector, which reduces their vulnerability to disruptions in the banking sector of non-residents.
Debt securities account for only a small share of corporate external debt, which means that the consequences
of a potential outﬂow of foreign capital for the condition of the corporate sector as a whole should not be substantial (see Figure 2). Corporate foreign liabilities are primarily loans, what could involve risk in the event
of a considerable interest rate increase in the country of the non-resident. However, there is growing ten-
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dency among Polish enterprises to incur such foreign loans primarily from related entities, most probably
because of ease and cost of access to this type of funding (see Figure 3, le-hand panel). Such debt is regarded
as less risky due to mutual protection provided by members of the corporate group. Trade credits are also
a signiﬁcant part of corporate foreign liabilities. This type of debt also entails less risk because in almost half
of the cases there are capital relations between the debtor and creditor (see Figure 3, right-hand panel).
In the maturity structure of the Polish non-ﬁnancial corporate sector external debt prevail long-term liabilities, regarded as safer (see Figure 4, right-hand panel), as they are usually linked with long-term investments
which also serve as collateral.
Non-ﬁnancial sector external debt consists mainly of euro-denominated liabilities (see Figure 4, le-hand
panel). Therefore, exchange rate ﬂuctuations may adversely aﬀect the situation of externally indebted enterprises. However, at the same time a decline in the share of foreign currency debt is observed in favour
of liabilities denominated in zloty. It is an advantageous trend from the point of view of exposure to foreign
currency risk.
Figure 3. Non-ﬁnancial corporate sector external debt in Poland, by instruments and by existence of capital relations
loans

trade credits
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Source: NBP.

Figure 4. Currency (le-hand panel) and maturity (right-hand panel) structure of non-ﬁnancial corporate sector
external debt in Poland
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1

IMF, Global Financial Stability Report: Fostering Stability in a Low-Growth, Low-Rate Era, October 2016.
The debt is deﬁned as the sum of loans, debt securities, trade credits and other accounts payable.
3 The (domestic and external) debt of the non-ﬁnancial corporate sector in Poland, deﬁned in a narrower sense as the sum
of loans(other than trade credits) and debt securities, amounted to 47% of GDP.
4 The ratio of external debt of the whole private sector in Poland to GDP is at the level close to that observed in other countries
of the region – see IMF, Republic of Poland. Selected Issues, Country Report No. 14/174, June 2014, available on the website
https://www.imf.org/external/pubs//scr/2014/cr14174.pdf.
5 V. Acharya, S. Cecchetti, J. de Gregorio, Ş. Kalemli-Özcan, Philip R. Lane, and U. Panizza, Corporate Debt in Emerging
Economies: A Threat to Financial Stability?, Committee on International Economic Policy and Reform, September 2015, available
on the website https://www.brookings.edu/research/corporate-debt-in-emerging-economies-a-threat-to-ﬁnancial-stability/.
2

1.2. Assessment of non-ﬁnancial
sector indebtedness

also suggests that there is no threat associated
with excessive credit growth.16 Both the total debt
of the private non-ﬁnancial sector to GDP (the socalled broad credit measure, which amounted to

At present, the credit cycle in Poland is in the late

85.0% of GDP in the second quarter of 2016), and

phase of recovery, which means that the threat

the debt towards banks and credit unions (the so-

of excessive credit expansion is low.14 NBP assesses

called narrow credit measure, which amounted to

the current position in the credit cycle on the ba-

54.7% of GDP in the second quarter of 2016) were

sis of three variables – credit growth rate, value

growing at a pace consistent with the long-run trend

of the credit gap and the debt service ratio.15 In

(see Figure 1.3). This also helped the credit gap to

recent quarters, all the variables have unanimously

remain low (see Figure 1.4).

pointed to the recovery phase (the cycle clock, see
Figure 1.2).
Figure 1.2. Position in the credit cycle
Q3 2015

Q4 2015

Q1 2016

Figure 1.3. The private ﬁnancial sector debt to GDP ratio
Q2 2016
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Source: NBP calculations based on NBP, BIS and GUS data.

The credit gap is negative and close to zero, which

Source: NBP calculations based on NBP, BIS and GUS data.

14 The

risk is the highest in the cycle’s expansion phase.
Debt Service Ratio(DSR) is deﬁned as the ratio of the sum of interest and amortisation to income in the private non-ﬁnancial
sector – it is therefore the measure of debt burden on income.
16 Credit gap is a deviation of the private non-ﬁnancial debt to GDP ratio from the long-run trend.
15 The
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zon of 1 to 4 years the threat of a banking cri-

Figure 1.4. Credit gap

sis associated with excessive credit growth is low.

Credit gap (broad measure)
Credit gap for 10-years trend (broad measure)
Credit gap (narrow measure)
Credit gap for 10-years trend (narrow measure)

The historical analysis of the above models implies
that the risk should be assessed as signiﬁcant, when
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the likelihood exceeds approx. 26% (see Figure 1.5).
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From January to September 2016, the situation
on global ﬁnancial markets was signiﬁcantly af-

Source: NBP calculations based on NBP, BIS and GUS data.

fected by the worse economic growth outlook,
both in developing and advanced economies, and

Figure 1.5. Likelihood of a banking crisis in Poland
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condition of European banks and strong likelihood
of the United Kingdom leaving the European Union.

Notes: The ﬁgure shows the averaged value of the likelihood
of a banking crisis in Poland over the horizon of 1 year to 4
years obtained on the basis of models, which were historically one
of the best models in anticipating banking crises.
The light grey shaded area denotes the threshold above which
a Countercyclical Capital Buﬀer (CCB) should be activated, adopting, respectively, the relative cost of type-I and type-II errors
as 3:1. Six models containing the following variables were used
for averaging: VA – the contribution of the ﬁnancial sector to
GDP, PtI – the home price to income ratio, VIX – the measure
of the S&P 500 option implied volatility index which illustrates expected volatility in ﬁnancial markets and the risk premium, DSR
– the debt service ratio deﬁned as the ratio of the sum of interest
and amortisation to income in the private non-ﬁnancial sector.
Source: NBP calculations based on BIS, Eurostat and NBP data.

The economic situation of developing economies

Early warning models also indicate that in the hori-

decline of their GDP growth rates. In such a context,

17 “World

increasingly aﬀected global ﬁnancial markets.
The high corporate sector debt stemming mostly
from the USD–denominated bond issues led to a rise
in sensitivity of emerging economies to tightening
of monetary policies of the major central banks.18
The prospect of an interest rate hike by the Fed reinforced concerns about an abrupt outﬂow of foreign capital from these economies and the related

Economic Outlook”, IMF, January, April and July 2016.
Financial Stability Report”, IMF, April 2016.

18 “Global
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the release of the worse-than-expected macroeco-

and September 2016. Each time, a delay of the prob-

nomic data of China in early January 2016 triggered

able date of the Fed’s monetary policy tightening

substantial volatility increase in global ﬁnancial mar-

contributed to an increase in equity prices, most no-

kets (see Figure 1.6). A signiﬁcant fall in prices

tably on the markets in emerging economies (see

of commodities, especially crude oil, was observed

Figure 1.7).

as well as price falls on global stock markets (see FigFigure 1.7. Selected stock market indices

ure 1.7).
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In view of, among others, uncertainty over the sustainability of the economic recovery in the euro
area, the ECB continued to ease its monetary policy. During the meeting of 10 March 2016, the Governing Council decided to lower the interest rate on

Investor expectations for the tightening of mone-

the main reﬁnancing operations (by 5 basis points

tary policy by the Fed were gradually reduced on

to 0%), the rate on the deposit facility (by 10 ba-

concerns about the negative impact of the situa-

sis points to -0.4%) and the rate on the marginal

tion in developing economies on global growth,

lending facility (by 5 basis points to 0.25%).20 More-

including the GDP growth rate in the United

over, the Governing Council decided to increase

States. These expectations materialised in March

the amount of monthly purchases under the asset

2016, when the FOMC members changed their inter-

purchase programme by 20 billion euros to 80 billion

est rate increase path forecast. According to the re-

euros and expand it to investment-grade corporate

vised projection, the Fed was to increase interest

bonds. The ECB also decided to launch a new se-

rates twice in 2016 (according to the previous pro-

ries of targeted longer-term reﬁnancing operations

jection -– four times).19 The projections of the FOMC

from June 2016. The aim of these operations was

members discussed above were revised again in June

to increase lending to enterprises. The President

19 Summaries

of
economic
projections
from
the
Fed
meetings
https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm.
20 Press
releases aer the meetings of the Governing Council of the
https://www.ecb.europa.eu/press/pressconf/2016/html/index.en.html.
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of the ECB has consistently conﬁrmed the readiness

also to price falls on world equity markets. The re-

of the ECB to extend the asset purchase programme.

sult of the referendum in which the majority voted

This strengthened the long-term downward trend

to leave the EU was announced on 24 June 2016, to

of the yields on government bonds of a number

the surprise of many investors. As a result, further

of euro area countries (see Figure 1.8). In the case

major price falls on world equity markets were ob-

of some of them, e.g. Germany, France, Spain and

served, as well as a sharp depreciation of the pound

Italy, the yields reached their all-time lows.

sterling and some other currencies of non-euro area
countries, inter alia, the zloty.

The referendum

Figure 1.8. Yields on 5-year government bonds of selected
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Investors were concerned that some of the banks
might not be able to service the contingentconvertible bonds they issued or that those bonds
might be written down or converted into equity.
From early January to mid-February 2016, EURO
STOXX Banks index fell by around 30%.
A strong temporary rise in volatility in global ﬁnancial markets was related to the UK referendum
on the EU membership. Between May and June
2016, the poll results led to an increase in the amplitude of ﬂuctuations of major currency pairs, and
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1.3.2. Money market

on the domestic market for conditional transactions.
The introduction of the tax on certain ﬁnancial insti-

In the period under analysis the MPC maintained

tutions21 contributed to temporary falls in turnover

the NBP interest rates at an all-time low, with ex-

on these markets and a decrease in the short-term

pectations for further interest rate decreases sub-

reference rates of the domestic money market (WI-

stantially weakening. These expectations were in-

BOR O/N, T/N, S/W and POLONIA) towards the end

ﬂuenced by the growing belief of market partici-

of February and March 2016. The design of the tax

pants that the new MPC would continue the mon-

prompted domestic banks not to accept deposits

etary policy to date and by the ECB announce-

whose start and end dates would fall on diﬀer-

ment that following the cut in March 2016 interest

ent months.

rates would not be changed for an extended period

of the tax on the functioning of the domestic money

of time. The temporary increases in expectations

market was less and less pronounced. In the period

for interest rate cuts on the domestic money mar-

under analysis, the share of one-day trades, most no-

ket, seen between May and June and also in mid-

tably O/N transactions, in the turnover on the unse-

August, were related primarily to the GUS release

cured interbank deposits market rose slightly (they

of weaker-than-expected data on the structure and

accounted for almost 90% of the market’s turnover).

In subsequent months, the impact

rate of Poland’s economic growth in the ﬁrst and second quarters of 2016.Market participants’ concerns

Figure 1.10. Current and expected WIBOR rates

about the potential eﬀects of the UK’s exit from
the EU, in turn, translated into a short-lived strengthening of these expectations in late June. At the end
of September 2016, FRA rates indicated that market

FRA 1x4

FRA 3x6

FRA 6x9

FRA 9x12

FRA 9x15

WIBOR 3M

1.75%
1.70%
1.65%

participants did not expect the NBP interest rates to

1.60%

change by the end of the ﬁrst half of 2017 (see Fig-

1.55%

ure 1.10).

1.50%
1.45%

The functioning of the domestic money market

1.40%

was stable.

1.35%

value of transactions on the unsecured interbank

9-2016

8-2016

7-2016

6-2016

5-2016

4-2016

3-2016

2-2016

1-2016

12-2015

on certain ﬁnancial institutions. The average daily

1.25%
11-2015

was heavily inﬂuenced by the introduction of a tax

1.30%
10-2015

March 2016, the behaviour of market participants

9-2015

Towards the end of February and

Source: Thomson Reuters.

deposits market from January to September 2016

Domestic banks could hedge open on-balance-

amounted to around 3.7 billion zlotys and was over

sheet currency positions on favourable terms us-

4% lower than in the second half of 2015. The de-

ing swaps. EUR/PLN CIRS basis premia quoted to

cline in turnover (by less than 4%) was also seen

the EURIBOR reference rate were negative for most

21 The

tax was introduced by the Act of 15 January 2016 on Tax on Certain Financial Institutions (Journal of Laws of 2016, item 68).
February 2016 was the ﬁrst tax period. See Box 8 in “Financial Stability Report –- February 2016 ”, NBP, 2016.
22 This meant that domestic banks which would conclude in this period EUR/PLN CIRS basis transactions to reduce market risk arising
from the mismatch between on-balance-sheet assets and liabilities would receive from foreign banks payments calculated according
to the WIBOR reference rate and transfer payments calculated according to the EURIBOR reference rate decreased by the absolute
value of the margin mentioned above. If the reference rate for interest rates in the euro were negative, domestic banks would receive
payments calculated according to this rate increased by the absolute value of the margin.
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of the period under analysis.22 as a result of the low

ary 2016, i.e. by almost 10% (see Figure 1.12). This

cost of ﬁnancing in the euro, stemming from, among

translated into a substantial decrease (from 39.5% to

others, the ECB’s loose monetary policy. The im-

34.6%) of their market share. Exposure was primar-

plied interest rate of the zloty in fx swap transactions

ily reduced by foreign investment and hedge funds

was close to the WIBOR rates.

(see Figure 1.13), while the value of the portfolios
of long-term investors (central banks, public institu-

1.3.3. Government bond market

tions, pension funds and insurance companies) re-

From January to September 2016, the spread

vestors from the government bond market exerted

between the yields on Polish and German 10-

an upward pressure on their yields. The pressure

year government bonds rose substantially (see Fig-

was, however, curbed by demand from domestic

ure 1.11). The lenient monetary policy of the ECB

banks, which -– according to Ministry of Finance

led to a steady decline in yields on the debt se-

data -– in January and February 2016 increased

curities of euro area countries, but in contrast to

their exposure by almost 35 billion zlotys. Introduc-

the years 2014–2015, the decline was not accom-

tion of the tax on certain ﬁnancial institutions con-

panied by a decrease in the yields on Polish gov-

tributed to this growth. Due to its design, the eﬀec-

ernment bonds. Slightly higher than in 2015 CDS

tive yield on domestic government bonds for banks,

premia on Polish bonds may be reﬂective of an in-

because of the imposed tax obligation, is higher than

crease in Poland’s credit risk premium perceived

the yield on other assets oﬀering similar interest.

mained stable. The withdrawal of some foreign in-

by market participants. The behaviour of bond marpected downgrade of Poland’s credit rating from Ato BBB+ and its outlook to negative from positive

Figure 1.11.

Yield on domestic government bonds and

the spread between yields on Polish and German government bonds
Yield on 2-year bonds (left axis)
Yield on 5-year bonds (left axis)
Yield on 10-year bonds (left axis)
10-year Polish to German bonds spread (right axis)

by S&P on 15 January 2016. S&P justiﬁed the down-
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May 2016, changing its outlook to negative, and

2.00%

230

Fitch to keep Poland’s rating unchanged on 15 July

1.75%

210

2016.

1.50%

190

1.25%

170

As a result of these developments, at the beginning
of 2016 foreign investors substantially reduced
their exposure to the Poland’s government bond

9-2016

270

2.25%

8-2016

2.50%

of Moody’s, which aﬃrmed Poland’s rating on 14

7-2016

290

6-2016

pact on investor behaviour than the later decisions

5-2016

310

2.75%

4-2016

The S&P decision had a stronger im-

3-2016

to come.
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330

3.00%

1-2016

3.25%

12-2015

concerns over Poland’s public ﬁnances in the years

11-2015

350

9-2015

3.50%

10-2015

grade with the on-going institutional changes and

basis points

ket participants was heavily aﬀected by the unex-

Note: Data pertain to bonds denominated in domestic currencies.
Source: Thomson Reuters.

market, which was accompanied by a rise in demand from domestic banks. The value of the portfolio of government bonds held by non-residents
dwindled from 207 billion zlotys at the end of December 2015 to 187 billion zlotys at the end of Febru-
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Figure 1.12. Investors’ exposure to the domestic govern-

ment bond market

year government bonds was higher than in January

Insurance companies
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2016; the yields of 5-year bonds at the start and end
of the period were close, as was the case for 1042%
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vision, among others, by the OECD (in June) and

year bonds (see Figure 1.11). A surge in volatility

the UK referendum on EU membership, and aer
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the release of assumptions of the dra budget act
for 2017, which were perceived as too optimistic

the IMF (in July) of their economic growth rate forecasts for the Polish economy gave rise to concerns re-

Note: Data reﬂect the balance of securities accounts.
Source: Ministry of Finance.

garding the possibility of keeping the public ﬁnance

Figure 1.13. Foreign investors’ exposure to the domestic

deﬁcit below 3% of GDP aer 2016, which translated
into an increase in the yields on government bonds

government bond market
Banks
Insurance companies
Investment and hedge funds
Omnibus accounts

Central banks and public instit.
Pension funds
Other foreign investors

across the entire yield curve, observed since August.
In the period under analysis,

the liquidity

of the secondary market of domestic government
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bonds rose. The daily average value of outright
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transactions amounted to 12 billion zlotys and was
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tened markedly. In September 2016, the yield of 2-
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The yield curve of domestic government bonds ﬂat-

35% higher than in the second half of 2015. The liq-
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uidity of the market, measured by the Hui-Heubel
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ratio, following a temporary fall observed in early
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2016, remained at a relatively high level since Febru-
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ary (see Figure 1.14).
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Figure 1.14. The Hui-Heubel liquidity ratio for the domestic market for government bonds with the residual maturity of 5

and 10 years
zloty billion

zloty billion
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H-H Index (left axis)
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Moving average (21 days)

Note: The Hui-Heubel liquidity ratio for the government bond market shows the relationship between the change in the price of those
instruments in the indicated period (the diﬀerence between the highest and lowest prices over a 5-day period for a series of benchmark
bonds speciﬁed in Thomson Reuters) and the total value of turnover in these instruments in the outright market in relation to the total
outstanding value of the bonds. A higher value of the ratio implies lower market liquidity.
Source: Calculated on the basis of data from KDPW and Thomson Reuters.

1.3.4. Foreign exchange market

of the country’s economic growth, and increased risk
aversion in the global ﬁnancial markets related to

The average EUR/PLN exchange rate and its

the UK referendum on leaving the European Union.

average implied volatility were substantially

The implied volatility of the EUR/PLN exchange

higher from January to September 2016 than

rate was gradually declining from July to September

in 2014–2015. At the beginning of 2016, the zloty

2016. The zloty exchange rates against the US dol-

depreciated against the euro by more than 5%, and

lar and the Swiss franc were determined primarily

the implied volatility of the EUR/PLN exchange

by the changes in the EUR/PLN exchange rates and

rate was the highest among currencies of the re-

the cross rates involving EUR/USD and EUR/CHF.

gion (see Figure 1.15). Such a strong depreciation
of the zloty was fuelled mainly by the deterioration

1.3.5.

Equity market

in the growth outlook of developing economies and
the unexpected downgrade of Poland’s credit rating.

From January to mid-May 2016, the movements

In February and March 2016, the zloty strengthened

of the Warsaw Stock Exchange (WSE) indices were

against the euro, among others, in connection with

largely in line with the trends observed in the stock

the fading expectations of market participants for

markets of other emerging economies (see Fig-

an NBP interest rate cut and the ECB decision to

ure 1.7). The sharp fall in share prices in January

ease its monetary policy. In the following months,

stemmed, among others, from falling commodity

there was a strong rise in EUR/PLN exchange rate

prices, growing concerns about an economic down-

volatility due to market participants’ concerns about

turn in China and the downgrade of Poland’s rat-

a possible downgrade of Poland’s rating by Moody’s,

ing. Foreign investors’ exposure continued to de-

worse-than-expected data on the rate and structure

cline –- at the end of January 2016, the share of non-
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residents in the WSE capitalisation decreased to

tive reaction of market participants to the restruc-

42.4%, i.e.

In

turing process. The plans of the PZU Group concern-

the subsequent months, the rise in share prices was

ing further acquisitions in the banking sector also

supported by a delay of the probable date of a tight-

drew an unfavourable response from market partic-

ening of monetary policy by the Fed.

ipants (in the above mentioned period, the share

the lowest level since May 2012.

price of PZU slumped by approx. 30%). On the other
Figure 1.15. Zloty exchange rate and its volatility

hand, the price trends of small and medium-sized

EUR/PLN exchange rate (left axis)
CHF/PLN exchange rate (left axis)
USD/PLN exchange rate (left axis)
1-month EUR/PLN option implied volatility (right axis)
3-month EUR/PLN option implied volatility (right axis)

companies listed on the WSE reﬂected an expected
improvement of their ﬁnancial and economic condi-
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tion. From mid-May to the end of September 2016,
WIG20 fell by 7.8%, while mWIG40 and sWIG80 rose
by 13.7% and 3.6%, respectively.

In this period,

the movements of the sub-index WIG-banki (0.7%)

9-2016

8-2016

7-2016

6-2016

5-2016

4-2016

3-2016

2-2016

1-2016
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11-2015
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did not diverge substantially from the movements
of the broad market index – WIG (0.6%).

1.4. Situation in the real estate
market

Source: Thomson Reuters.

From mid-May to the end of September 2016,
rates of return of the WIG20 index (large caps)

The residential market has entered the recovery

were negative and substantially lower compared

phase of a new cycle. Despite the high and rising

to the MSCI EM (see Figure 1.7), whereas the share

sales, the current phase is still characterised by a bal-

prices of small and medium-sized enterprises listed

ance between demand and supply.23 The level of ac-

on the WSE were going up.

tivity in the residential real estate market in par-

At the beginning

of the period, the share prices were heavily aﬀected

ticular cities remains varied.

by uncertainty related to the UK referendum on

the commercial real estate market, especially the of-

the EU membership. Aer the referendum result

ﬁce market, continues to see an imbalance between

was announced, share prices on the WSE were falling

demand and excess and still rising supply of space re-

longer than on the stock markets of other emerg-

sulting from the implementation of new investment

ing economies. In the next months, share prices on

projects.

At the same time,

the domestic capital market were negatively inﬂuenced by, among others, the intentions of the State
Treasury towards energy sector companies. As a re-

Residential real estate market

sult, from mid-May to the end of September 2016,

Average transaction prices (per square meter)

the WIG-energia sub-index dropped by over 17%. On

of dwellings in the primary markets remained sta-

the other hand it is worth mentioning the signif-

ble.. This happened even aer the residential real

icant increase in JSW share prices, reﬂecting posi-

estate market had entered the upswing phase of

23 A

more extensive description of the cycle’s phases can be found in Box 1 in the “Report on the situation in the residential and commercial real estate market in Poland in 2015”.
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the cycle.24

Amidst deﬂation, real average trans-

action prices per square meter of dwelling (deﬂated with CPI), showed a slight increase, both

Figure 1.17.

Average (oﬀer and transaction) rent rates

in Poland’s selected cities

in the primary market and in the secondary market.
At the same time, prices in relation to growing wages

60

in the enterprise sector remained stable. The struc-
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was an exception, where they declined somewhat.
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is corroborated by the analysis of hedonic prices.25

0
3-2008

of dwellings of lower quality or poorer location. This
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The decline followed the sale of a bigger number

9-2006

ondary market also remained stable.

3-2007

The prices per square meter of dwellings in the sec-

zloty / sq. m

40

the structure of demand.

Rent rates, aer an approximately six-year stabilisa-

Source: NBP.

tion period, posted a slight increase.

The demand for dwellings is aﬀected by both by
short-term cyclical, as well as long-term structural

Figure 1.16. Transaction prices of dwellings in the primary

factors.

and secondary markets in Poland

ble wage growth and declining unemployment, are

Warszawa PHM

6 cities PHM

10 cities PHM

Warszawa SHM

6 cities SHM

10 cities SHM

of signiﬁcant importance. The shortage of dwellings
in some of the largest cities is a structural factor
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Presently, cyclical factors, primarily sta-
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aﬀecting the long-term demand for new dwellings.
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The demographic factor (i.e. population growth,
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an increase in households and migration), which had

6 000
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a strong impact in the previous cycle, is fading away
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and is felt in Warsaw only.
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for dwellings; they include in particular subsidies
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the currently observed upswing in the demand
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Regulatory factors also have a strong inﬂuence on
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Note: Six cities include Gdańsk, Gdynia, Kraków, Łódź, Poznań
and Wrocław, and ten cities include Białystok, Bydgoszcz, Katowice, Kielce, Lublin, Olsztyn, Opole, Rzeszów, Szczecin and Zielona
Góra.
Source: NBP.

granted under the Home for the Young programme
and the scheduled phasing-out of the scheme.
The latter caused prospective buyers to speed up
home purchases. Funds under the programme, earmarked for 2016, were exhausted in March, and half
of the funds earmarked for 2017, were used by July
2016. This means that some recovery in the scheme-

24 Entry into a new cycle on the residential market is evidenced by a substantial rise in demand and supply of dwellings.

This observation
is conﬁrmed by the average number of transactions on the primary market in the six largest markets in the ﬁrst three quarters of 2016;
it was higher by around 2 thousand (up 17%) compared to the corresponding period of 2015.
25 The hedonic home price index is discussed in an article by M. Widłak “Metody wyznaczania hedonicznych indeksów cen jako sposób
kontroli zmian jakości dóbr”, Wiadomości Statystyczne No. 9(2010).
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driven demand for dwellings may yet be expected
in early 2017 and in 2018; however, it may decline afterwards. The application, as of early 2017, of the upper limit for the maximum LtV of 80%, will be

Figure 1.19. Quarterly changes in average loan-ﬁnanced

housing availability for seven cities and the strength and
directions of the impact of particular components

a factor additionally contributing to reducing the de26
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A further increase in the estimated availability
housing was observed in the period under analysis, mainly as a result of household income growth.
At the end of the third quarter of 2016, the average availability of housing amounted to 0.83 square
meter per average monthly wages in the enterprise
sector, i.e. it was higher by 0.34 square meter than
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Note: For deﬁnition of loan-ﬁnanced housing availability,
see Glossary.
Source: NBP, GUS.

Figure 1.20. ROE on investment projects in six cities and

the real rate of return of large real estate development
companies (LREDC)

the minimum seen in the third quarter of 2007.
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Figure 1.18. Available housing loan
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Demand growth was paralleled by supply growth
in the residential real estate market. The number of applications for housing permits, new housing
permits and the number of housing under construc-

26 In accordance with the amended Recommendation S. See Resolution No.

148/2013 of the Polish Financial Supervision Authority of 18
June 2013 on issuing Recommendation S on good practices with regard to risk management of mortgage-secured credit exposures (Ofﬁcial Journal of KNF of 2013, item 23)
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tion was rising. The rising supply was supported

supply balance in the real estate residential market

by the continued high proﬁtability of residential de-

is accompanied by balance in the housing loan mar-

27

velopment projects.

High proﬁtability stemmed

from still high housing prices amidst the stabilisation of costs of building materials and construction
works observed over the past few years. The estimated return on residential development projects
towards the end of the third quarter of 2016 remained at the level of approx. 15-18%.28 The real es-

ket.
Figure 1.21. The number of homes put on the primary mar-

ket, sold and remaining listed in Poland’s six largest cities
Launched in quarter
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Offer at the end of quarter
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tate development industry also saw the bankruptcy
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Note: The six largest cities include Kraków, Łódź, Poznań, the TriCity of Gdańsk-Sopot-Gdynia, Warsaw and Wrocław.
Source: REAS.

the primary market has not inﬂuenced the current
level of prices, however it can become an additional

Figure 1.22. The housing production indicator in Poland

factor of pressure on prices, if demand declined.

of a diﬀerent nature than the cycle in 2004-2013.
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9-2011

150 000

3-2011

exceeding the ﬁgures from the times of tensions

9-2010

200 000

Permits granted for housing production

3-2010
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9-2009

change.
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250 000
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300 000
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Note: For deﬁnition of the housing production indicator, see Glossary.
Source: GUS.

27 Financial

data of development companies show, in principle, low business proﬁtability, which is also reﬂected in low stock market
prices of the largest companies in the sector. This is the result of various factors, including the speciﬁc nature of developers’ accounting
books (the sale of a construction contract is not recognized as income; income is settled only aer the building has been put into use),
historical burdens of companies arising from wrong decisions or tax optimisation.
28 Changes in the price limits of dwellings available under the government Housing for the Young programme slightly altered the estimate of the annual rate of return on real estate development projects sold in the programme. For Kraków, the limits decreased this
estimate from 11% to 9%, remained at the level of around 14% and 7% for Gdańsk and Wrocław, and decreased the estimate from 11%
to 10% for Warsaw.
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as it is ﬁnanced by domestic banks to a lesser exCommercial real estate market

tent (approx. 90% of investment are made by for-

As in the previous period, growing imbalances
were observed on the commercial real estate markets, especially the oﬃce and retail space markets, resulting from oversupply of rental space
in relation to fairly stable demand. In these segments, the availability of foreign funding fuelled
rapid growth in ﬁxed assets. This phenomenon may
be largely attributed to low interest rates in developed countries, against which the expected rates
of return in Poland remain attractive. The commercial property sales market saw a strong investor activity, mainly among foreign investors. The growing supply of commercial space led to vacancy rate
growth as rents fell. The vacancy rate rose to 15.4%
29

in Warsaw, the major oﬃce space rental market, ,

eign investors). If the real estate was purchased
by closed-end investment funds, its management
may have problems selling it at an expected price or
at a scheduled date. Banks should be particularly
cautious when assessing loan collateral quality and
the borrower’s capacity to repay the loan with income, which may be generated by the real estate.
In the ﬁrst two quarters of 2016, the value of investment in the commercial real estate market was
close to that observed in the corresponding period
of 2015. The largest portion of investment was still
put in the transactions of sale and purchase of oﬃce
buildings.
Figure 1.24. Rents for Class A oﬃce spaces (average values

in euro/sqm/month)
Gdańsk
Poznań
Łódź
Warszawa A
the rest of Poland

but despite this development companies continue
to construct new buildings. When new oﬃce buildings are put into use, the vacancy rate may go up

30

in the near future.

28
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Katowice
Wrocław
Warszawa B
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Figure 1.23. Value of investment transactions in the com-

mercial real estate market
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The situation in the commercial real estate sector
does not generate risk to banking system stability,
29 See

a report by Cushman & Wakeﬁeld “Property Times – Warszawa Biura H1 2016”
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Figure 1.25. Rents for space rental in shopping centres

(shopping malls) of the size of approx. 100 square meters
(euro/sqm/month)
Gdańsk
Poznań
Łódź
Warszawa
the rest of Poland
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Source: NBP.
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Banking sector
of indebtedness, nor to an excessive easing of credit

2.1. Lending

standards and terms.

The growth rate of loans

to the non-ﬁnancial sector (4.3% y/y at the end
Figure 2.1. Growth rate of nominal GDP and loans to

the non-ﬁnancial sector, y/y
GDP PL

Loans PL*

GDP EU

Loans EU*

of June 201630 ) remained close to the nominal GDP
growth rate (see Figure 2.1). In contrast to some EU
countries, the pace of loan growth did not impede

Loans PL**

economic development, neither led to imbalances

40%

jeopardising ﬁnancial stability, e.g. excessive indebt-

35%

edness. The ratio of loans to the non-ﬁnancial sector

30%

to GDP is stable and relatively low (at the end of the

25%
20%

second quarter of 2016, it was around 51%, it has in-

15%

creased by 0.6 percentage points since June 2015).

10%
5%
0%

The trends identiﬁed in the previous edition of the

-5%
6-2016

6-2015

12-2015

6-2014

12-2014

6-2013

12-2013

6-2012

12-2012

6-2011

12-2011

6-2010

12-2010

6-2009

12-2009

6-2008

12-2008

Report have not changed substantially despite con12-2007

-10%

siderable alterations in the background of banks’
lending policy. Low interest rate environment, sta-

Note: Loans* – annual growth rate, three-month moving average;
Loans** – annual growth rate aer excluding the impact of foreign exchange rate changes, three-month moving average.
Source: NBP calculations based on GUS and NBP data.

ble economic growth and favourable developments

The tendencies on the loans market point neither

changes in the legal setting have had an opposite

to the risk of excessive debt growth or total level

impact, as they inﬂuenced the tightening of lend-

in the labour market have remained main factors
conducive to lending growth. Regulatory issues and

30 Percentage

changes in loan volumes referred to in the Chapter 2.1. apply to data aer excluding the impact of foreign exchange rate
changes. Unless otherwise indicated, the period analysed in the Chapter 2.1. covers the period from 30 September 2015, (cut-oﬀ date
of the previous issue of the Report), to 30 June 2016.
31 Ustawa z dnia 15 stycznia 2016 r. o podatku od niektórych instytucji ﬁnansowych (The Act of 15 January 2016 on Tax on Certain Financial
Institutions), Journal of Laws of 2016, item 68.
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ing policy in some credit segments – mainly, the in31

troduction of a tax on certain ﬁnancial institutions

boosted its attractiveness, which led to the depletion
of the funds earmarked for the period 2015-2016.

(hereinaer referred to as tax on assets) and the abolFigure 2.3. Growth rate of housing loans, y/y

ishment of the bank enforcement order.

PLN loans

Growth rate of selected loans to the non-

Figure 2.2.

FX loans

Loans overall
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terms on housing loans (see Figure 2.4), mainly
by substantial increases in credit spreads and re-

Loans to households
The annual growth rate of housing loans remained
stable (3% at the end of June 2016 – see Figure 2.2).

Banks continued to tighten credit standards and

The growth rate of zloty loans contin-

ued to decrease steadily, however it remained relatively high (11.2% y/y). On the other hand, the value
of FX loans was decreasing at a steady pace (-6.5% y/y
– see Figure 2.3). Data from the Polish Bank Association (ZBP)32 indicate that both the amount
and value of new housing loans remained close to
the levels seen in 2013-2015. Stable growth in this
credit segment was primarily supported by a rise

quired downpayments.

The tightening of lend-

ing policy was primarily determined by regulatory factors, including successive rise of required
downpayment in line with the Recommendation S,
the KNF recommendation on more rigorous assessment of creditworthiness and the new rules on acquiring agricultural real estate.33 Some banks motivated the raising of credit spreads and non-interest
loan costs in this segment by the change in their business strategy (lower propensity to expand the housing loan portfolio) and actions aimed at improving
housing loans proﬁtability.34

in households’ incomes and also borrowers’ contin-

Consumer lending growth remains in an upward

ued elevated interest in the government-subsidised

trend since mid-2014 (8% y/y at the end of June

scheme “Home for the Young”. The changes made

2016), which was primarily supported by a rise

to the scheme (in force since September 2015)

in the creditworthiness of households and an eas-

32 See

“Raport AMRON-SARFiN 2/2016. Ogólnopolski raport o kredytach mieszkaniowych i cenach transakcyjnych nieruchomości”
(AMRON-SARFiN 2/2016. Nationwide report on housing loans and property transaction prices), August 2016, ZBP.
33 Ustawa z dnia 14 kwietnia 2016 r. o wstrzymaniu sprzedaży nieruchomości Zasobu Własności Rolnej Skarbu Państwa oraz o zmianie
niektórych ustaw (The Act of 14 April 2016 on the Suspension of the sale of real estate from the Agricultural Real Estate Stock of the State
Treasury and on amending certain acts), Journal of Laws of 2016, item 585.
34 See “Senior loan oﬃcer opinion survey on bank lending practices. 1st quarter of 2016”, January 2016, NBP.

36

Narodowy Bank Polski

Banking sector

Figure 2.4. Cumulated index of changes in banks’ credit standards – loans to households (le-hand panel) and loans to

enterprises (right-hand panel)
Large enterprises, short-term loans
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Note: An increase in the index value means that credit standards are eased in a given period, a decrease means that they are tightened.
Source: NBP.

ing of lending policy. The changes in the structure
of lending described in the previous edition of the
Report endured. The volume of higher-value loan
contracts was rising, while for lower-value contracts
it was falling35 , which may be explained by a migration of some clients to non-bank credit institutions.

Loans to enterprises
In the period under analysis, the growth rate of corporate loans dropped (4.8% y/y at the end of June
2016). Diﬀerent corporate loan categories exhibited
various trends – the growth in investment loans re-

The average cost of consumer loans fell as a conse-

mained at a high level, while in the case of working

quence of credit terms easing. This resulted, in part,

capital loans the pace of growth slowed considerably

from the statutory cap on maximum non-interest

(see Figure 2.5).

costs for consumer loans36 , higher competitive pressure reported by banks and elevated demand trig-

Banks tightened credit terms, justifying this move

gered by, among others, an increased need for ﬁ-

by, among others, their current and expected

nancing the purchases of durable goods. No signs

capital standing – however, it did not translate

of growing risk of excessive easing in lending pol-

into a worsened availability of credit for enter-

icy were observed – the standards, which borrow-

prises.

ers have to meet, have not changed markedly for

companies willing to increase debt outnumbered

several quarters. Moreover, the banks, which had

the ones planning on a reduction of debt and the rate

recorded a deterioration in the quality of loans tight-

of approved loan applications remained high. Sus-

ened credit terms.

tained demand for investment loans can be ex-

Despite the tightening of lending policy,

plained by the high capacity utilisation, perseverance of good economic backdrop and the extended
deadline for co-ﬁnancing of investment projects
35 See

“Kredyt trendy. Raport Biura Informacji Kredytowej” (Credit trends. The BIK Report), September 2016, BIK.
z dnia 5 sierpnia 2015 o zmianie ustawy o nadzorze nad rynkiem ﬁnansowym oraz niektórych innych ustaw (The Act of 5 August
2015 on Amending the Act on Macroprudential Supervision of the Financial Market and Certain Other Acts), Journal of Laws of 2015, item
1357.

36 Ustawa
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from the 2007-2013 EU ﬁnancial framework. On

ation of economic growth, further improvement on

the other hand, the slowdown in the segment

the labour market and increase in individual con-

of working capital loans might have resulted in part

sumption.37

from higher credit spreads and, consequently, sub-

interest rates remains a conducive factor for credit

dued demand for short-term loans from large en-

growth. On the supply side, credit growth can be

terprises.

It is possible that in the case of cur-

dampened by a probable further drop in banks’

rent operations, in contrast to large-scale investment

proﬁtability (see Chapter 2.5.), which could reduce

projects, enterprises facing elevated funding costs

their capacity to accumulate capital necessary for

have re-oriented towards higher use of own sources

lending expansion, and higher capital requirements

and alternative ﬁnance (e.g. leasing and factoring).

(see Chapter 2.6.). An additional factor aﬀecting

The environment of historically low

banks’ performance is the uncertainty with regard

Figure 2.5. Growth rate of loans to enterprises, y/y

to the nature and eﬀects of measures applied to ad-
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Working capital loans
Other loans

dress the issue of FX housing loans.
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Source: NBP.

Outlook
Macroeconomic factors support expectations for
continuation of sustainable lending growth. Nevertheless, forecasts remain subject to considerable uncertainty due to the scale of banks’ adjustment reactions taken in response to the changes

outstanding by deducting the sum of paid undue FX
spreads will cause a statistical drop eﬀect in the stock
of housing loans (according to the UKNF estimates,
the refund of FX spreads will lower the stock of housing loans by around 7.6 billion zlotys.39 ) With a view
to ﬁnancial stability, a more important eﬀect will
be the banks’ decreased capacity to expand lending
resulting from reduced proﬁts, which are the main
source of capital.

in regulatory and legal framework (both already

The eﬀects of the introduction of the tax on as-

implemented and planned). NBP analyses imply

sets on lending policy and the structure of loan

that we are currently experiencing the recovery

portfolios may have not yet materialised fully. In

phase in the ﬁnancial cycle (see Chapter 1.2.), while

the period following introduction of the tax, credit

the NBP economic projection points to the acceler-

growth in the highest proﬁtability loans’ segments

37 See

“Inﬂation Report”, November 2016, NBP.
ustawy o zasadach zwrotu niektórych należności wynikających z umów kredytu i pożyczki (The dra Act on the rules for the return
of amounts due resulting from credit and loan agreements), Sejm paper No 811.
39 Opinia KNF do projektu ustawy o zasadach zwrotu niektórych należności wynikających z umów kredytu i pożyczki
(The KNF opinion to the dra Act on the rules for the return of amounts due resulting from credit and loan agreements),
http://sejm.gov.pl/Sejm8.nsf/druk.xsp?documentId=5AAC73C98996A266C125804B0048770F.

38 Projekt

38

Narodowy Bank Polski

Banking sector

accelerated, while in the others the increase in credit

Factors supporting the continued high credit

spreads was observed. Thus far, however, the scale

growth should still prevail in the segment of con-

of credit spreads increases has been lower than

sumer loans. Low interest rates, robust labour mar-

the tax burden. Hence, it is probable that the ac-

ket, rise in income and strong consumer optimism

commodation phase will continue and banks will

(the readings of consumer sentiment indices are

advance in raising credit spreads and charges and

at their highest levels since 200840 ) should encour-

optimize the tax base in order to oﬀset the cost

age more loan-ﬁnanced consumption. With a view

of the new levy.

to competition from non-bank institutions, highervalue loans should grow in particular, since bor-

It can be expected that growth rate of housing

rowers may apply for more such loans to ﬁnance

loans will remain stable, mainly due to the impact

the purchases of durable goods as their creditworthi-

of demand factors. Credit growth will be supported

ness improves. From the banks’ perspective, incen-

by rising household income positively aﬀecting cred-

tives for lending expansion in this segment include

itworthiness (resulting, among others, from an im-

lower capital requirements for retail loans and their

provement in the labour market, minimum wage in-

high proﬁtability. Moreover, in the context of a new

crease and the Family 500+ programme), low inter-

tax on assets, banks shall seek to increase the share

est rates, stable prices on the residential real estate

of the most proﬁtable assets on their balance sheets.

market and the extension of government scheme
“Home for the Young”.

In the medium term, the growth rate of lending
to enterprises may be expected to go up. This out-

Banks will probably continue to tighten lend-

look is supported by projection on economic growth

ing policy in the housing loan segment, how-

acceleration, high rate of capacity utilisation and

ever, the impact on credit growth will be limited.

the prospects of higher use of the EU funds. On

The reasons behind the decision to tighten credit

the other hand, the likelihood of tighter credit terms

standards and terms will persist (oﬀsetting the costs

and uncertainty derived from the changes in the le-

of new burdens, another increase in the minimum

gal environment may reduce the scale of credit

downpayment requirement in the early 2017). In

growth. Corporate debt growth in the medium term

addition, banks may be expected to pursue more re-

should still be mainly driven by demand for invest-

strictive approach to lending secured by agricultural

ment loans. The impact of a potential rise in the cost

real estate collateral, due to interpretation ambigui-

of credit related to the increase in credit spreads

ties concerning the new limitation rules on acquir-

following the introduction of the tax on assets is

ing such real estate. Nevertheless, given the rela-

felt to a lesser extent in this category, particularly

tively low price elasticity of demand (thus far, a pro-

for large enterprises which will strive to co-ﬁnance

gressive increases in credit spreads to date have not

their investment projects with funds available un-

translated into lower demand for this type of credit),

der the EU 2014-2020 ﬁnancial framework. The gov-

a tightening of lending policy should not decrease

ernment de minimis Portfolio Guarantee Facility,

the rate of housing loan growth.

which was extended until the end of 2017, will con-

40 http://www.tnsconsumerindex.pl/index.php?month=2016-03.
41 Rozporządzenie Ministra Finansów z dnia 1 września 2016 r.

zmieniające rozporządzenie w sprawie udzielania przez Bank Gospodarstwa
Krajowego pomocy de minimis w formie gwarancji spłaty kredytów (The Regulation of the Minister of Finance of 1 September 2016
amending the regulation on the de minimis aid granted by Bank Gospodarstwa Krajowego in the form of a loan repayment guarantee),
Journal of Laws of 2016, item 1471.
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tinue to support lending to the SMEs.41 A likely

in the percentage of borrowing households which

increase in credit spreads and tightening of other

are ﬁnancially distressed.43 Borrowers-households

credit terms could make enterprises apply for loans

have more children in relation to the population

with more caution, particularly in the case of enter-

average, particularly in the case of households that

prises lacking the capacity to provide suﬃcient col-

repay housing loans. Due to the date of the scheme

lateral. An important condition of lending to the en-

launch, its eﬀects may have not yet been fully re-

terprise sector may be the fact that enterprises more

ﬂected in housing loan quality ratios and in the level

oen identify uncertainty in the economic environ-

of credit losses.

ment (both national and external) as a barrier to
growth, which may also translate into lower demand

Figure 2.6. Impaired loan ratio for households

for bank credit.42
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Large cooperative banks
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This was related to the ro-
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2.2.1. Credit risk of loans to households
The quality of loans to households improved somewhat (see Figure 2.6). The improvement was mainly
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the borrowers’ loan repayment capacity.

Note: Small cooperative banks include banks with assets below
PLN 200 million, medium-sized banks – from PLN 200 million
to PLN 500 million, large banks – above PLN 500 million. Data
excluding SK bank.
Source: NBP.

At the same time,

The impaired housing loan ratio fell markedly (see

the quality of loans to households remains, on aver-

Figure 2.7), which was, however, largely associated

age, better at cooperative banks than at commercial

with one-oﬀ factors.44 On the other hand, credit

banks (except for large cooperative banks).

losses and their ratio to the value of loans did not

seen at commercial banks.

The factor positively inﬂuencing the quality

change substantially (see Figures 2.8 and 2.9).

of loans to households was the good economic

The fact that the Swiss franc exchange rate has re-

situation, particularly improvement in the labour

mained high since the start of 2015 had no major

market. The implementation of the Family 500+

impact on the deterioration in the quality of for-

programme may contribute to a signiﬁcant decrease

eign currency housing loans.

This observation

42 See

“Szybki Monitoring NBP. Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w
II kw. 2016 r. oraz prognoz na III kw. 2016 r.” (NBP Quick Monitoring Survey. Economic climate in the enterprise sector in 2016 Q2
and forecasts for 2016 Q3), July 2016, NBP.
43 NBP estimates based on GUS data on household budget surveys indicate that the implementation of the Family 500+ programme
will contribute to a signiﬁcant fall in the percentage of borrowers with negative income buﬀers, i.e. the amount of current income
le to a household aer deducting loan servicing costs and basic living costs. A negative income buﬀer means that the household is
not capable of simultaneously repaying loan instalments and paying basic living costs from current income, therefore it substantially
increases the likelihood of default on the loan.
44 One of the banks sold a mortgage loan portfolio of signiﬁcant value.
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is conﬁrmed both by data on impaired loans and
BIK data on the percentage of borrowers who have
ceased to repay foreign currency loans in successive

Figure 2.9. Ratio of net charges to provisions for impaired

loans to households to net value of the loans
Consumer loans

periods (see Figure 2.10).
Figure 2.7. Impaired loan ratios of main categories of loans

for households
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Figure 2.10. The relation of number of housing loans in ar-

Note: The value of particular loan categories at the end of June
2016 amounted to (PLN billion): Credit card lending –– 13.4,
Other consumer loans –– 131.6, Housing loans –– 389.6, Other
loans –– 109.9.
Source: NBP.
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0.0

households

which

repay

Swiss

franc-

denominated mortgage loans hold relatively high
income buﬀers45 The average value of income less
loan repayments is on average signiﬁcantly higher
in these households than in the households of borrowers repaying zloty mortgage loans (see Figure

45 Based

on GUS data on household budgets.
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2.11). The condition of borrowers was positively in-

the rise in the zloty value of the loans, including

ﬂuenced by wage growth, taking place from the date

the ratio to property value, has a negative impact

when most loans were originated (this, in particular,

on the condition of borrowers (e.g. problems in sell-

applies to the borrowers who took out loans before

ing/exchanging homes, no signiﬁcant fall in the zloty

the end of 2007). The negative impact of the high

value of the loans compared to the loan origination

Swiss franc exchange rate on the value of instal-

date despite a number of years of loan repayment),

ments of Swiss franc-denominated loans was still

which is one of the factors giving rise to pressure for

46

mitigated by low (negative) interest rates in CHF.

legislative intervention on this issue.

(see Figure 2.12)
Increase in the value of Swiss franc-

Figure 2.12.
Figure 2.11. Average disposable income of households re-

denominated loan instalments compared to the instalment in the loan origination month against the val-

paying mortgage loans

ues of Swiss franc-denominated loans and wage growth
in the enterprise sector from the loan origination month

Income after loan installments
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6

1 000 zł
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3

-40%

0

CHF borrowers

Source: NBP estimates based on the GUS household budget survey of 2015.

However, due to the strong Swiss franc, the level
of collateralisation of a substantial portion
of Swiss franc-denominated loans is relatively low.
At the end of 2015, the estimated share of loans
with LtV ratios above 100% and 120% in the portfolio of Swiss franc-denominated loans amounted to
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Zloty borrowers
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income

income

0 zł
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9

1-2010

20%

3 000 zł

7-2009
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1-2009
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1-2008
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1-2007
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7 000 zł
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Values of loans (right axis)
Increase in instalment - constant principal instalment
Increase in instalment - constant total instalment
Rise in average salary until August, 2016
18

Values of loans at the end of August 2016 extended
in successive months (zloty billion)

Loan installments

Month of loan origination

Assumptions: A Swiss franc-denominated housing loan with
maturity of 25 years, repaid in constant total instalments;
instalment calculated on the basis of the Swiss franc exchange
rate and the LIBOR 3M rate of 30 September 2016 and average
spread on Swiss franc-denominated loans at loan origination.
Note: Points on horizontal axis mark the month of loan
origination. Bars present the zloty value (at the end of September 2016) of Swiss franc-denominated housing loans taken out
in a given month marked on the horizontal axis.
Source: NBP estimates based on survey data.

51% and 37%, respectively. The low level of loan

The quality of consumer loans did not change sig-

collateralisation negatively impacts the rate of re-

niﬁcantly (see Figure 2.7). As in the case of hous-

covery in the event of default, which would thereby

ing loans, the level of the ratio, besides economic

increase credit losses. The good quality of the FX

factors, was heavily inﬂuenced by statistical fac-

loan portfolio, despite the exchange rate shock,

tors such as debt sale transactions, transfers to

is the reason why the high LtV ratios do not ad-

oﬀ-balance-sheet and an increase in the value

versely impact the banks’ earnings. Nevertheless,

of the portfolio of such loans (an increase

46 A dominant portion of Swiss franc-denominated housing loans are loans with a variable interest rate, where interest equals the LIBOR

CHF rate increased by a ﬁxed spread.
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of the denominator of the impaired loan ratio).
Percentage of consumer loans in arrears

Figure 2.13.

of more than 30 days aer 6 and 12 months from loan orig-

ing sector stability as spreads on these loans are high
– they more than cover the present cost of the materialisation of credit risk. In addition, the situation is
unclear – credit risk growth in this market segment

ination
after 6 monts

is not conﬁrmed by statistics of loans in arrears (see

after 12 monts

Figures 2.13 and 2.14).

4.0%
3.5%

fell (see Figures 2.7, 2.8 and 2.9). This, in particular,

1.5%

applied to loans to individual entrepreneurs, which

1.0%

constitute the largest part of the category of other

0.5%

loans to households.

0.0%

dividual farmers, loan quality deteriorated slightly
12-2014

12-2013

12-2012

12-2011

12-2015

2.0%

6-2015

households improved and the value of credit losses

6-2014

2.5%

6-2013

The quality of loans in so-called other loans to

6-2012

3.0%

In the case of loans to in-

and credit losses increased.

However, the qual-

ity of loans to individual farmers is still much

Note: Points on horizontal axis mark the month of loan origination.
Source: BIK.

better than the average for the household sec-

Figure 2.14. Number of consumer loans becoming overdue

Figure 2.15. Loan losses and their ratio to net loans for en-

for more than 30, 60 and 90 days

trepreneurs and individual farmers

30+days

60+days

tor, and credit losses are lower (see Figure 2.15).

90+days
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Source: BIK.

Losses on consumer loans have risen slightly in re-

Notes: Data excluding housing loans. The ratio – annualised data.
Source: NBP.

cent quarters (see Figures 2.8 and 2.9). The rise may

The average coverage of impaired loans to house-

have resulted from the earlier easing of lending pol-

holds by provisions improved slightly.

icy in this market segment. However, the present

commercial banks, mostly small and medium-sized

Several

scale of credit loss growth poses no threat to bank-

banks, and some large cooperative banks demonstrate low coverage levels.47 Low coverage may stem

47 For

a more elaborate description of risk related to low coverage ratios in cooperative banks, see Box 3 in “Financial Stability Report.
February 2016 ”.
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from the speciﬁc character of a bank’s loan portfolio

2.2.2.

Credit risk of corporate loans

(e.g. high value of collateral), but may also indicate
that charges to provisions for impaired loans are underestimated.

Corporate loan quality
The quality of corporate loans in the entire

Outlook
The foreseeable macroeconomic developments allow to assume that losses on loans to households
will either stabilise or fall in the coming quarters.
Such a scenario will be supported by positive de-

banking

sector

improved

and

credit

fell (see Figures 2.16 and 2.17).
supported
particularly

by

the

high

robust
liquidity

losses

This was

enterprise

sector,

proﬁtability.48

and

Figure 2.16. Impaired loan ratio for enterprises

velopments in the labour market (forecasts of continued decline in unemployment, wage growth and

14%

a rise in self-employment income) and the positive

13%

impact of the Family 500+ programme on the house12%

borrowers are exposed to the risk of zloty depreciation and a rise in foreign interest rates.
Restrictions on the purchase of agricultural property may have an adverse impact on the value

3-2016

9-2015

3-2015

9-2014

are high, it does not constitute systemic risk. Those

3-2014

8%

buﬀers of borrowers and capital buﬀers of banks

9-2013

folios remains a risk factor, although as the income

3-2013

9%

3-2010

The large share of FX housing loans in banks’ port-

9-2012

10%

3-2012

pacity to service zloty loans.

9-2011

11%

3-2011

also have a positive inﬂuence on the borrowers’ ca-

9-2010

hold debt servicing capacity. Low interest rates will

Source: NBP.
Figure 2.17. Quarterly net charges to provisions for im-

paired corporate loans and their ratio to net value of loans

of credit losses. This may result in a decrease in recovery of agricultural property-collateralised loans
in the event of debt recovery enforcement. However, as these loans are typically of good quality, especially loans to individual farmers, the negative impact on the value of credit losses should be limited.

Note: The ratio – annualized data.
Source: NBP.
48 See

NBP’s periodical publications “Sytuacja ﬁnansowa sektora przedsiębiorstw” (“The ﬁnancial situation of the enterprise sector”)
from the years 2015-2016.
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Figure 2.18. Impaired loan ratio for enterprises at commer-

cial and cooperative banks
Commercial banks

Cooperative banks - total

Large cooperative banks

Medium cooperative banks

visions. Nevertheless, at some cooperative banks
the coverage of impaired loans by provisions remains at a very low level (see Figure 2.19), which
points to the potential risk of provisions growth
in the event of debt collection proceedings.49 The rel-

Small cooperative banks
16%

atively large share of loans with shorter arrears50
as well as high concentration of loan portfolio,

14%

conﬁrmed by the results of simulations described

12%

in chapter 5.3.2., also indicate the risk of provisions
growth at some large cooperative banks (see Figure

10%

2.20).

8%
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6%

Figure 2.20. Share of corporate loans in arrears in the range

of 31-90 days in total corporate loans

Note: Data excluding SK bank.
Source: NBP.
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Figure 2.19. Coverage of impaired corporate loans by pro-
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Notes: Data excluding SK bank.
Source: NBP.
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30%

Notes: Part of the portfolio of loans in arrears of 31-90 days that
was classiﬁed as impaired loans in the groups of banks shown
in the ﬁgure at the end of June 2016.: Commercial banks – 56%,
Large and medium-sized cooperative banks – approx. 40%, Small
cooperative banks – approx. 15%. Data excluding SK bank.
Source: NBP.

From the point of view of credit risk, increase
in lending that ﬁnance some types of commer-

The quality of the corporate loan portfolio at co-

cial property in the situation of mounting imbal-

operative banks deteriorated, however, mainly

ances on this market is an unfavourable devel-

in the group of large banks (see Figure 2.18).

opment. This particularly applies to oﬃce prop-

Credit losses also grew, which – apart from a rise

erty. Although oﬃce property loans still account

in the value of impaired loans – was related to an in-

for an small part of the entire corporate loan port-

crease in the coverage of impaired loans by pro-

folio (4.5% at the end of June 2016), their value

49 See

Box 3 in “Financial Stability Report. February 2016”.
loans are classiﬁed as impaired to a small extent (signiﬁcantly lower than at commercial banks) and therefore are covered
by provisions to a minor degree.

50 These
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has substantially grown recently (a 33% increase

signiﬁcantly in the sections of the national econ-

in the last year and a 47% increase in the last 2

omy that are have the highest share in the credit

years). This growth has been concentrated in a few

risk of the enterprise sector, i.e. manufacturing,

large banks (with approximately a 26% share in as-

real estate activities and retail trade and repairs

sets of the commercial banks sector).

(see Table 2.1).

The quality of real estate loans did not change sig-

Among sections of the economy where credit risk

niﬁcantly. Against the backdrop of the whole aggre-

is the highest, the risk of loans to the construc-

gate, the quality of oﬃce property loans stood out

tion sector52 fell. This was the result of a reduc-

positively (see Figure 2.21). The quality of other

tion in the value of the loans and an improvement

types of credit in the category is gradually improv-

in their quality. The improvement in quality, despite

ing.

the diﬃcult situation in some segments of the industry, was driven by a better liquidity position of enter-

Figure 2.21. Loan amounts and impaired loan ratios for real

estate loans to enterprises

prises in the construction sector.53 However, the impaired loan ratio in construction is still relatively
high.
In the coal mining industry, the impaired loan ratio is very high; however, as the share of those
loans in the corporate loan portfolio is low, they do
not pose a threat to banking sector stability. During the last year, their quality deteriorated slightly
(see Table 2.1); however, the deterioration was coupled with a rise in coverage of impaired loans by provisions. At the same time, the value of the loans decreased. They now account for less than 1% of corporate loans. Although the quality of loans to the coal

Notes: Data excluding BGK. The ratio – annualised data.
Source: NBP.

mining industry deteriorated, the impaired loan ratio in the entire section Mining and quarrying im-

Corporate loan quality by sections of the national
economy.51
The quality of loans improved or did not change

proved on the back of the growth of loans for entities in Mining of metal ores, which exhibit very good
quality.

51 The

analysis is based on so-called large exposures.
contrast to real estate loans to enterprises (see Figure 2.21), where the distinguishing criterion is the purpose of granting a loan,
in loans to particular sections discussed earlier in the text, in particular Section F – construction, the distinguishing criterion is the section of the economy which an enterprise declares as dominant in its business (irrespective of the type and purpose of credit).
53 See “Sytuacja ﬁnansowa sektora przedsiębiorstw w II kw. 2016 r.” (“Financial condition of the enterprise sector in 2016 Q2 ”), NBP,
Warsaw, 2016, pp. 13-15.
52 In
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Table 2.1. Quality of claims to non-ﬁnancial enterprises by sections of the economy at the end of June 2016 (%)

Section

Structure of

Structure of

Impaired

total loans

impaired loans

loans

by section

by section

ratio

A – Agriculture

4.2 (3.9)

2.9 (2.3)

6.4 (6.2)

B – Mining

3.0 (3.0)

5.8 (6.4)

17.9 (22.2)

- coal mining

0.6 (0.8)

3.8 (4.3)

59.2 (54.6)

C – Manufacturing

22.7 (23.3)

21.9 (21.9)

9.0 (9.8)

- Food processing

4.7 (4.6)

3.5 (3.9)

6.9 (8.7)

- Chemicals

1.1 (1.2)

0.4 (0.5)

3.4 (4.0)

- Manufacture of rubber and plastic products

1.8 (1.9)

1.1 (1.3)

5.7 (7.1)

- Manufacture of other non-metallic products

1.6 (1.4)

2.4 (2.1)

14.2 (15.4)

- Manufacture of metal products (excluding machinery and equipment)

2.6 (2.2)

3.0 (2.1)

10.9 (9.9)

D – Electricity. gas and heating supply

4.6 (4.2)

0.8 (0.5)

1.6 (1.2)

E – Water supply. sewerage. waste management

1.2 (1.2)

0.6 (0.6)

4.9 (5.5)

F – Construction

8.2 (8.9)

20.0 (21.0)

22.7 (24.5)

G – Retail trade and repairs

19.1 (19.7)

17.2 (15.9)

8.4 (8.4)

H – Transportation and storage

4.5 (4.3)

2.6 (2.6)

5.5 (6.3)

I – Hotels and restaurants

3.1 (3.1)

7.5 (7.0)

22.4 (23.3)

J – Information and communication

3.4 (3.3)

0.6 (0.7)

1.8 (2.3)

16.4 (16.5)

14.7 (14.4)

8.4 (9.1)

M – Professional. scientific and technical activities

3.6 (2.9)

2.2 (3.3)

5.8 (12.1)

N – Administrative activities

3.2 (2.7)

1.0 (0.8)

2.8 (3.2)

P – Education

0.3 (0.4)

0.4 (0.5)

11.7 (13.3)

Q – Health care

1.7 (1.6)

0.9 (1.0)

4.9 (6.5)

R – Arts. entertainment and recreation

0.5 (0.5)

0.5 (0.5)

8.5 (8.8)

S – Other services

0.3 (0.4)

0.5 (0.5)

12.3 (17.1)

100.0

100.0

9.3

L – Real estate activities

Total

Notes:
Data at the end of June 2015 in brackets.
Data are based on the so-called large exposure reporting, i.e. for a bank that is a joint stock company, a state-owned bank and a nonassociated cooperative bank it means exposures towards one enterprise in excess of 500,000 zlotys, and for an associated cooperative
bank – exposures towards one client in excess of 100,000 zlotys.
Source: NBP.

falling optimism.54 Therefore, credit losses may be
Outlook
The condition of the enterprise sector is good.
Although it should not change substantially

expected to stabilise or even grow, especially given
their considerable fall in previous periods, the second half of 2015 in particular.55

in the short term, corporate forecasts concern-

The deteriorating condition of the sector of elec-

ing a longer horizon are characterised by low and

tricity production from renewable sources may

54 See

“Szybki Monitoring NBP. Informacja o kondycji sektora przedsiębiorstw ze szczególnym uwzględnieniem stanu koniunktury w
III kw. 2016 r. oraz prognoz na IV kw. 2016 r.” (“NBP Quick Monitoring Survey. Economic climate in the enterprise sector in 2016 Q3
and forecasts for 2016 Q4.”).
55 This will lead to the so-called base eﬀect.
56 The deterioration of the condition of this industry is inﬂuenced by a decrease in the prices of the so-called green certiﬁcates and also
a rise in property tax on wind power plants.
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negatively aﬀect the level of credit losses of some
56

banks Although the value of the loan portfolio for
57

tions is low. The long on-balance FX position (related mainly to the portfolio of FX housing loans) is

this sector is not high , in individual commercial

hedged with fx swap and CIRS contracts, and hence

and cooperative banks the value of the loans is high

the net position is minor (see Figure 2.22). As a re-

relative to their regulatory capital.

sult, the VaR from FX risk is low. The median of VaR

The negative impact of implemented restrictions
on the purchase of agricultural property on credit

in commercial banks does not exceed 0.5% of own
funds.

losses should be insigniﬁcant. In the case of corporate loans collateralised with agricultural property,

Interest rate risk relates almost exclusively to the

it was oen additional collateral58 , and the risk asso-

banking book positions. Most banks, both commer-

ciated with losses arising from problems with forced

cial and cooperative, have a positive interest rate gap

sale of agricultural property may be assessed as mi-

(see Figure 2.23), which mainly results from the sur-

nor.

plus of assets with variable interest rate (the ratio

In connection with an imbalance (oversupply)
in the oﬃce and retail property market, the situation in this market should be classiﬁed as a risk
factor. Besides a direct negative impact on the condition of entities which have taken out loans to buy
or build the property, this could decrease the earnings of building companies involved in the construction of oﬃce or retail property. The negative impact
of a potential deterioration of the situation in con-

of zloty assets with a variable interest rate to overall interest-bearing zloty assets amounted to 73%,
whereas for zloty liabilities it was 53%). This means
that the interest on assets responds quicker to the
changes in the reference interest rate than the interest on liabilities. In consequence, a decrease in reference interest rate results ceteris paribus in a drop
of banks’ earnings, while an increase – rises them accordingly.

struction on banks is, however, limited by the declining share of loans to the sector’s entities in banks’

Figure 2.22. FX position

loan portfolios in recent years.

Market risk

mainly from the balance-sheet structure mismatch
in terms of currency and interest. On the other
hand, the scale of trading activity and, consequently,
the risk associated with it is negligible.
Despite a relatively substantial currency mismatch
of assets and liabilities, the risk of sizeable direct
losses arising from foreign exchange rate ﬂuctua-
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The market risk taken by domestic banks stems
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2.3.
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On-balance sheet FX position
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Notes: FX liabilities shown as negative values.
Source: NBP.

57 According

to ZBP estimates, the value of credit to the sector amounts to around 11 billion zlotys, of which the vast majority are loans
for wind power installation.
58 e.g. green areas surrounding a newly credit-funded housing development.
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Figure 2.23. Contractual interest rate gap in the banking book at commercial banks (le-hand panel) and cooperative

banks (right-hand panel)
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Notes: The interest rate gap denotes the diﬀerence between interest-bearing zloty assets and liabilities in a given period range to the
repricing date; d – working day, w – working week, m – month, y - year.; as at the end of June 2016.
Source: NBP.

The results of simulations59 conﬁrm that a fall in

dra law on the rules for the return of amounts due

interest rates would negatively aﬀect banks’ earn-

resulting from credit and loan agreements presented

ings. At the same time, the results indicate that

by the Chancellery of the President of the Republic

only a substantial decrease in the interest rates could

of Poland, some banks with large FX loans portfolios

jeopardise sector stability. This applies, in particu-

could incur losses.

lar, to cooperative banks whose elevated sensitivity
stems from the structure of the period to the repricing date of assets and liabilities and a higher share of
net interest income in income from banking activity
than in the case of commercial banks. This susceptibility has additionally risen recently.60

The majority of securities held by banks are low
risk instruments. In the period under analysis, the
value of Treasury securities rose markedly, which
may be attributed to the introduction of a tax on assets. These instruments are excluded from the tax
base. The share of domestic Treasury securities in

It should be pointed out that the abovementioned
simulations examine the banks’ resilience to an isolated interest rate cut and do not take into account
a simultaneous occurrence of other shocks. Should
other burdens on banks’ earnings emerge, implications of the interest rate decrease, even on a small
scale, could be more severe. For example, in the

banks’ assets at the end of June amounted to around
15% and was the highest ever. The majority of newly
purchased bonds were classiﬁed into the “available
for sale ” portfolio. This means that changes in
the valuation of these bonds will not be reﬂected in
banks’ earnings, but will impact the value of their
capital.

case of a simultaneous interest rate decrease and
the return of FX spreads, in compliance with the

The scale of bank operations classiﬁed into the

59 In

the simulation, a change in net interest income is set over the horizon of 1 year on the basis of the present structure of the period
to the repricing date on interest-bearing assets and liabilities. The simulation assumes a static balance-sheet of banks and does not
include possible adjustments on the part of banks and clients.
60 First of all, due to a fall of net interest income and banks’ overall proﬁtability.
61 The share of assets classiﬁed as “held for trading”, where most of the assets from the trading book should be classiﬁed into, amounted
to 2.7% at the end of June 2016 compared to 3.7% at the end of September 2015.
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Table 2.2. Balance-sheet value of debt securities by issuer and accounting classiﬁcation (PLN billion)
Held
for trading
8.1
16.9
0.0
0.7
0.3
26.1

Central banks
Central government
Municipalities
Financial sector
Non-financial sector
Total

Fair value
through P&L
12.2
4.1
0.3
0.0
0.0
16.5

Available
for sale
34.1
212.5
7.2
9.9
9.0
272.6

Held
to maturity
9.4
18.6
0.4
3.3
0.2
36.0

Loans
and receivables
0.0
3.9
10.7
1.8
18.3
34.7

Total
63.8
256.0
18.5
15.8
27.7
381.9

Note: Balance as of the end of June 2016.
Source: NBP.

trading book remains minor and additionally de61

Deposits of the non-ﬁnancial sector remain

clined in the period under analysis. . The majority

the main source of funding of domestic banks

of debt securities in banks’ portfolios are not marked

(56.9% of the balance-sheet total). The pace of de-

to market or their valuation is recognized in the cap-

posit growth has remained high for several quar-

ital (see Table 2.2). In consequence, the median of

ters (see Figure 2.24), which is supported by high

VaR due to the interest rate risk in the trading book

uncertainty on the capital market and still rela-

does not exceed 1% of their own funds.

tively high level of real interest rates. The growth
of deposits was faster than credit growth, which resulted in a further fall of the funding gap at banks.62

2.4.

Funding structure and

(see Figure 2.25).

liquidity risk

Figure 2.25. Funding gap at commercial banks
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Figure 2.24. Annual growth rate of deposits
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Note: Data for residents aer excluding the impact of foreign exchange rate changes.
Source: NBP.

Note: In order to eliminate the impact of foreign exchange rate
movements on the values of the funding gap, for the variable
mean (ﬁxed rate) the values of foreign currency claims and liabilities were translated into the zloty according to a ﬁxed exchange
rate as at the end of March 2010.
Source: NBP.

Those changes led to a decline in liabilities from

62 The

positive funding gap (excess of loans over deposits) in the entire banking sector is mainly accounted for by commercial banks;
cooperative banks have a negative funding gap (excess of deposits over loans).
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ﬁnancial institutions, including primarily foreign
63

the EU average (13.5%), with top quality and high-

entities. . In Poland, an additional factor inﬂuenc-

est liquidity assets (NBP bills, government bonds)

ing a drop in foreign funding was the decline of for-

prevailing in the liquid asset structure. In the anal-

eign currency funding following a steady decrease

ysed period, the liquidity buﬀer at commercial banks

in the portfolio of foreign currency housing loans.

was rising twice as fast as their balance-sheet total, mostly as a result of government bond port-

Figure 2.26. The ratio of liabilities towards foreign ﬁnancial

folio growth. This development may be tied with

institutions to balance-sheet total at domestic commercial

the introduction of the law on a tax on assets, which

banks

excludes government bonds from the tax base. It
Interquartile range

Median

Mean

should be pointed out, however, liquid assets re-

40%

mained highly concentrated and banks diﬀered sub-

35%

stantially in this respect (see Figure 2.28).
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Figure 2.27. Eﬀective interest on liabilities
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Source: NBP.

3%

2%

The growing share of low-cost deposit ﬁnancing
of banks’ liabilities (see Figure 2.27). In the ﬁrst
half of 2016, banks lowered the interest rates on
deposits for households and enterprises. This relatively sharp fall of the interest rates on new term
deposits can be partially tied with the new tax on
assets. At present, the interest rates on new term deposits is below the interbank market rates. The deposit margin is, however, not so high as before the interest rate decreases by NBP.
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had an impact on the fall in the eﬀective cost

Notes: Eﬀective interest – the ratio of annualised interest expense
to the average annual value of liabilities. The calculations include
zloty and foreign currency liabilities.
Source: NBP.

The levels of supervisory liquidity ratios also
showed that the liquidity risk of banks is limited.64

More information on the KNF supervi-

sory liquidity standards can be found in Box 2

Short-term liquidity risk remained low. The share

in: „Financial Stability Report – December 2009”,

of liquid assets in total assets was much higher than

2009, NBP.. The M2 liquidity ratio65 was markedly

63 Cooperative

banks are not ﬁnanced with foreign funds, and branches of credit institutions are funded directly from their foreign parent entities. Taking into account the low signiﬁcance of branches of credit institutions in the banking sector (2% of assets) the focus
of the analysis of foreign funding is on domestic commercial banks.
64 See Uchwała Nr 386/2008 KNF w sprawie ustalenia wiążących banki norm płynności (Resolution No. 386/2008 of KNF on deﬁning liquidity standards binding for banks). More information on the KNF supervisory liquidity standards can be found in Box 2 in: „Financial
Stability Report – December 2009”, 2009, NBP.
65 M2 shows the ratio of liquidity reserve to the level of unstable external funds.
66 M4 shows the ratio of stable external funds and regulatory capital to non-liquid assets and assets of limited liquidity.
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above the regulatory minimum of 1.00. The long-

ity of banks operating in Poland will not have prob-

66

substantially exceeded

lems in meeting the Net Stable Funding Require-

the regulatory minimum of 1.00. The scale of non-

ment (NSFR)68 , as their share of stable retail de-

compliance with the standards remained at a low

posits in the liabilities structure is high. However,

level and concerned banks with marginal impor-

it should be borne in mind that the aim of NSFR

tance for the banking sector.

is to reduce the structural liquidity gap within 1

term liquidity ratio M4

The banking sector is well prepared to comply with
short-term and long-term liquidity standards arising from the CRDIV/CRR package. Since the start
of 2016, banks are required to comply with the Liquidity Coverage Requirment (LCR) of 70%. At the end
of June 2016, all commercial banks complied with
the standard, and at only several banks the LCR
was below 100%. Among cooperative banks, LCR
was lower than 70% in only ﬁve banks, of which four
were exempted from the use of the individual LCR
67

standard.

year and it does not distinguish the maturity mismatch in longer terms. Actions aimed at extending
the maturity structure of liabilities by an increase
in the share of long-term debt securities (secured and
unsecured) can be found in bank funding plans till
2018. Such a phenomenon should be assessed positively, as it will contribute to reducing the high maturity mismatch of assets and liabilities in the Polish
banking sector.
In the longer perspective, for some banks it can
be a challenge to comply with the MREL require-

Figure 2.28. Share of domestic Treasury securities and NBP

bills in banks’ assets
Interquartile range

Median

Mean

ment. In line with the BRR directive69 , banks will
have to maintain a speciﬁed amount of regulatory
capital and eligible liabilities in order to ensure that
it is possible to implement restructuring and resolu-

30%

tion actions. On 9 October 2016 the Act on the Bank
25%

Guarantee Fund70 entered into force. It introduces
into Polish law the provisions of the BRR Directive.
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BFG should soon set out resolution strategies for spe-
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2.5.

Earnings

Source: NBP.

The earnings and proﬁtability of the banking sec-

Preliminary estimates also indicate that the major-

tor continued the downward trend (see Table 2.3),

67 Cooperative banks participating in the Institutional Protection Scheme are exempted from the obligation to comply with the standard

on an individual basis, on KNF’s consent.
may take eﬀect from the start of 2018.
69 Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014 establishing a framework for the recovery and
resolution of credit institutions and investment ﬁrms and amending Council Directive 82/891/EEC and Directives 2001/24/EC, 2002/47/EC,
2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU, 2012/30/EU and 2013/36/EU and Regulations (EU) No. 1093/2010 and No. 684/2012
of the European Parliament and of the Council (OJ L 173/190 of 12 June 2014.
70 Ustawa z dnia z dnia 10 czerwca 2016 r. o Bankowym Funduszu Gwarancyjnym, systemie gwarantowania depozytów oraz przymusowej
restrukturyzacji (The Act of 10 June 2016 on the Bank Guarantee Fund, the Deposit Guarantee System and Forced Restructuring) , Journal
of Laws of 2016, item 996.
68 NSFR
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Table 2.3. Selected operating indicators and items of the proﬁt and loss account of the banking sector
2015

Q1
Net interest income (NIM)
Net non-interest income
Net income from banking activity
Operating costs (CTA)2
Net charges to provisions for impaired loans
Pre-tax earnings
Net earnings (ROA)

2.41
1.42
3.83
1.99
0.53
1.32
1.06

Net interes income
Net non-interest income
Net income from banking activity
Operating costs (CTI)2
Net charges to provisions for impaired loans
Pre-tax earnings
Net earnings

63.0
37.0
100.0
51.9
13.9
34.5
27.7

Pre-tax earnings4
Net earnings (ROE)4

14.7
11.4

2016
Q3
Q4
Q1
Q2
As % of average assets1
2.30
2.23
2.23
2.24
2.27
1.34
1.30
1.30
1.24
1.38
3.65
3.53
3.54
3.48
3.65
1.95
1.94
2.12
2.14
2.18
0.49
0.48
0.44
0.42
0.43
1.22
1.14
1.00
0.93
1.04
0.98
0.92
0.81
0.74
0.81
As % of net income from banking activity1
63.1
63.2
63.2
64.4
62.3
36.9
36.8
36.8
35.6
37.7
100.0
100.0
100.0
100.0
100.0
53.5
55.0
59.8
61.5
59.8
13.6
13.6
12.5
12.2
11.9
33.5
32.4
28.3
26.7
28.4
27.0
26.0
22.9
21.3
22.3
As % of Tier 1 capital1,3
13.4
12.5
10.9
10.0
11.1
10.4
9.7
8.5
7.8
8.6
Q2

1
2

Annualised data.
Operating costs = general expense and depreciation.
3 Tier I capital without deductions by the shortfall of speciﬁc provisions and other so-called regulatory deductions.
4 Excluding branches of credit institutions and BGK SA.
Source: NBP.

Figure 2.29. ROA at domestic commercial banks (le-hand panel) and cooperative banks (right-hand panel)
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Note: Annualised data.
Source: NBP.
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which came to a halt in June 2016 aer a one-oﬀ

The downward trend of net interest margin –

inﬂow was recorded from the banks’ sale of their

which still remains the main source of proﬁt – was

71

stakes in VISA Europe Limited.

Aer excluding

halted. In 2015, net interest margin decreased aer

one-oﬀ revenue, the sector’s earnings at the end

NBP interest rates had been lowered in March 2015.

of the ﬁrst half of 2016 were lower by around 20%

The adjustments made by banks helped it to grow

y/y. The average proﬁtability of the banking sector

only slightly in the ﬁrst half of 2016, but at the end

(ROA: 0.81%, ROE: 8.6%) is still higher than the EU

of June it was substantially lower than before the in-

72

average (0.36% and 5.7%, respectively ) even without including revenue from the sale of the stakes
in VISA Europe Limited (0.72% and 7.62%, respectively).

terest rate decrease.74
Non-interest margin increased for the ﬁrst time
since mid-2015; nevertheless, it was exclusively on
account of the sale of the stakes in VISA Europe

Domestic commercial banks remained (on aver-

Limited. Despite banks’ eﬀorts to improve their

age) more proﬁtable that cooperative banks (see

earnings by raising fees and commissions, fees and

Figure 2.29).

Unlike in the cooperative banking

commissions income in the ﬁrst half of 2016 was

sector, the proﬁtability of large commercial banks

lower than in the corresponding period of 2015.

was higher than that of the remaining ones. Rela-

All the main categories of banks’ income, i.e. non-

tively low proﬁtability is particularly important for

interest income on credits and loans, sold insurance,

the cooperative banks because retained earnings are

bank account and bank card handling, turned out to

their main source of capital and their actual business

be lower.

model is characterized by weaknesses limiting their
ability to substantially improve the proﬁtability.
The number of banks with losses in ﬁrst half

The decrease in the proﬁtability of the banking sector was driven by a substantial rise in operating
costs (see Figure 2.31). This resulted mainly from:

of 2016 did not change signiﬁcantly in comparison
with ﬁrst half of 2015, but their share in the sector’s assets has increased (3.8%) and so did the sum
of losses shown by these entities (see Figure 2.30).
However, the losses posted by these institutions73

banks were charged with the payout of 2.04
billion zlotys from the Guaranteed Deposit
Protection Fund due to the bankruptcy of SK
bank,75

were low when compared with the magnitude
of their operations and the value of regulatory capi-

provisions were created in respect of the pay-

tal.

ment of 600 million zlotys for the Borrower

71 As

a result of the transaction, in June 2016 the banks recorded an additional one-oﬀ windfall totaling around 2.47 billion zlotys,
of which around 1.9 billion zlotys was a cash payment.
72 See “EBA Risk Dashboard (Data as of Q2 2016)”, http://www.eba.europa.eu/risk-analysis-and-data/risk-dashboard.
73 At the end of June 2016, losses were shown by three commercial banks (with a 3.4% share in the sector’s assets), nine branches of credit
institutions (0.3%) and six cooperative banks (0.1%), against, respectively, four commercial banks (1.5%), ten branches of credit institutions (0.2%) and two cooperative banks (0.01%) at the end of June 2015.
74 The majority of Polish banks report a positive interest rate gap in a period of up to one year, which implies that in the initial period
following an interest rate cut the interest on assets decreases (ceteris paribus) faster than the interest on liabilities. Historical experience shows that aer around two quarters, the situation is reversed, i.e. the interest on assets stabilizes or falls at a slower rate, and
the interest on liabilities falls faster and net interest margin grows. Aer approximately a year aer the original impulse, net interest
margin stabilizes at a lower level than prior to the falls.
75 See uchwała nr 87/DGD/2015 Zarządu Bankowego Funduszu Gwarancyjnego z dnia 26 listopada 2015 r. w sprawie realizacji wypłat
środków gwarantowanych deponentom Spółdzielczego Banku Rzemiosła i Rolnictwa. (Resolution No. 87/DGD/2015 of the Management
Board of the Bank Guarantee Fund of 26 November 2015. on the implementation of payouts of guaranteed funds to depositors of Spółdzielczy Bank Rzemiosła i Rolnictwa.).
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Support Fund,76

Figure 2.30. Quarterly net earnings of the banking sector

the tax on assets was introduced in February

Profits
6

sets decreased, among others, by 4 billion zlo-

5

tys, the value of regulatory capital and pur-

4

chased Treasury bonds, at the monthly rate

3

was paid by 18 commercial banks in the total
amount of 1.47 billion zlotys. All cooperative

2
1

-1

therefore they were exempted from the tax.

-2

The estimated proﬁtability of almost all credit
in the case of consumer loans (the most proﬁtable
product), the adjusted net interest margin ratio fell

Net earnings

0

banks had assets lower than 4 billion zlotys,

products increased (see Figures 2.32–2.35). Only

Losses
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of 0.0366%. In the ﬁrst half of 2016, the tax

zloty billion

2016. The tax is calculated on the sum of as-

Note: An empty marker is used to mark in the second quarter
of 2016 the net earnings of the banking sector without taking into
account the impact of the sale of the stakes in VISA Europe Limited.
Source: NBP.

because of, among other things, the higher burden
of credit risk materialization costs. The estimated

Figure 2.31. Sources and allocation of net income from

proﬁtability of loans to SMEs and large enterprises

banking activity

improved most, where the burden of credit risk ma-

16
12

(see Chapter 2.2.). However, it should be noted that

10

if the tax on assets were taken into account for prof-

6

of all loans would decrease substantially (see Figures
2.32–2.35).

Net charges to provisions for
corporate loans

8

Net charges to provisions for
consumer loans

4
zloty billion

itability estimation purposes, then the proﬁtability

Other gains, losses and tax

14

terialization costs diminished to the largest extent

Net charges to provisions for
housing loans

2
0

Operating costs
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Other components of net
income from banking activity
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income

-10
-12

Net interest income
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-14

Net earnings

Notes: Quarterly data.
Source: NBP.

76 See

ustawa z dnia 9 października 2015 r. o wsparciu kredytobiorców znajdujących się w trudnej sytuacji ﬁnansowej, którzy zaciągnęli
kredyt mieszkaniowy (the Act of 9 October of 2015 on Supporting Borrowers in Financial Distress Who Took out Housing Loans),Journal
of Laws of 2015, item 1925.
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Figure 2.32. Estimated proﬁtability of consumer loans (le-hand panel), housing loans (middle panel) and other loans to

households (right-hand panel)
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Notes: Annualised data.
The values of the adjusted net interest margin presented in this ﬁgure should be regarded only as approximations of the actual proﬁtability of particular credit products. Identical funding costs (“eﬀective interest on liabilities”) were assumed for each credit category. This
calculation takes no account of operating costs and the cost of capital needed to cover the capital requirements, fees and commissions
income (including income related to cross-selling) and proﬁts earned on foreign currency loans due to the diﬀerence between the bid
and oﬀer prices of currencies (FX spread).
The “result of closing an open currency position” for housing loans is the estimated net gains/losses on closing an open on-balance
FX position by banks (related to the extension of Swiss franc-denominated housing loans), assuming the use of rolled-over 3-month
CHF/USD and USD/PLN fx swaps.
“The adjusted margin aer subtracting the tax” takes into account the eﬀect of the introduction of the tax on assets and has been
calculated by subtracting the nominal rate of 0.44% from the adjusted interest margin.
Source: NBP.

Figure 2.33. The share of banks with a speciﬁed estimated proﬁtability of loans in the sum of consumer loans (le-hand

panel), housing loans (middle panel) and other loans to households (right-hand panel)
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Note: For description of estimated proﬁtability measurement, see Notes to Figure 2.32.
Source: NBP.
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Figure 2.34. Estimated proﬁtability of loans to large enterprises (le-hand panel) and SMEs (right-hand panel)
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The share of banks with a speciﬁed estimated proﬁtability without subtracting the tax on some ﬁnancial institutions.
Source: NBP.

Figure 2.35. The share of banks with a speciﬁed estimated proﬁtability of loans in the sum of loans to large enterprises

(le-hand panel) and SMEs (right-hand panel)
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The share of banks with a speciﬁed estimated proﬁtability without subtracting the tax on some ﬁnancial institutions.
Source: NBP.
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loans and not the entire loan portfolio, as is
Outlook

the case with the tax. Net interest margin
proﬁtability

growth could be driven by a continued change

of the Polish banking sector measured by ROA and

in the loan portfolio structure – the change

ROE may be expected to continue to fall. The prof-

will consist in increasing the share of the most

itability ratios will be aﬀected by:

proﬁtable credit products (see Chapter 2.1.).

In

the

upcoming

quarters

the

Further rise in operating costs. In the com-

Costs related to the so-called refund of FX

ing quarters, the burden of operating costs

spreads.

on banks’ earnings will grow as the value

law on the rules for the return of amounts

of the tax on assets paid by banks will increase

due resulting from the credit and loan agree-

(in the analyzed period – including data up

ments in the form proposed by the Chancellery

to end of ﬁrst half of 2016 -banks have paid

of the President of the Republic of Poland

the tax only for ﬁve months, so the annualized

in August 2016, would involve signiﬁcant costs

proﬁtability ratios are not yet fully burdened

for some banks, including some of the largest

by the tax impact).

banks.

The entry into force of the dra

A possible further drop of non-interest margin. Experience to date shows that banks’ ca-

A number of other factors may also aﬀect banks’

pacity to increase earnings by raising fees and

proﬁtability; however, the magnitude and likelihood

commissions is limited. The announced in-

of whether they will materialize is hard to assess.

creases in fees and commissions are likely to

Speciﬁcally:

at most reduce the decline in fees and commissions income. Banks may try to prevent the fall

Banks may incur costs associated with the need

in non-interest margin by increasing involve-

to create additional provisions for disputes re-

ment in intermediation in the sale of ﬁnancial

lating to litigations on foreign currency hous-

instruments and units in investment funds.

ing loans.

Stabilisation of the burden of charges to loan
impairment provisions on earnings due to
the good ﬁnancial position of enterprises and
households (see Chapter 2.2.).

The Financial Stability Committee is working
on regulatory solutions that will lead to the restructuring of FX housing loans on a voluntary
basis.77 In the initial period, the restructuring

Stabilisation or a rise in net interest margin.

of FX housing loans would most probably gen-

The rise in margins levied on some credit cat-

erate additional costs for banks.

egories will result in a gradual replacement
of lower spread loans with higher spread loans.

It cannot be excluded that new additional bur-

However, increases in loan spreads will not be

dens will emerge for banks arising from reso-

able to oﬀset costs arising from the tax on as-

lution or the need to pay out guaranteed de-

sets for a long time, as they only apply to new

posits.

77 See

the press release of the Financial Stability Committee aer the meeting of 10 August 2016,
http://http://www.nbp.pl/macroprudentialsupervision/komunikaty/2016-08-10.aspx.
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credit risk fell to the greatest extent (by 0.96 billion

2.6. Banks’ capital position

zlotys), which was related to optimisation in capital

In the period analysed, banks raised their regulatory capital78 by 7.9%, both Common Equity
Tier 1 capital (by 6.4%) and Tier 2 capital (by 26.9%)
(see Figure 2.36). The growth of Common Equity
Tier 1 capital

79

resulted largely from the retention

of proﬁts earned (approx. 6 billion zlotys) and share
issue (2.8 billion zlotys), mostly in banks that are
either directly or indirectly controlled by the State

adequacy calculation. The capital requirement for
operational risk also fell markedly (by 0.27 billion
zlotys). On the other hand, the capital requirement
for market risk rose (by 20 million zlotys), which was
mainly inﬂuenced by position risks in traded debt instruments and position risk in equities.
Figure 2.37. Capital requirements
Pillar 2 capital requirements equivalent

Treasury.

Capital requirements for other risk
Capital requirements for operational risk
Capital requirements for market risk

Figure 2.36. Main components of regulatory capital and

Capital requirements for credit risk
including counterparty credit risk

capital ratios from pillar 1
90
80

Tier 1 capital

70
zloty billion

Tier 2 capital

Note: Tier 2 capital by the end of 2013 calculated as the diﬀerence
between capital for the purpose of the capital adequacy ratio and
core capital.
Source: NBP.

At the same time, the total capital requirement
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180

60
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Note: The value of the capital requirement for counterparty credit
risk by the end of 2013, shown jointly with the capital requirement for credit risk.
The decrease in the amount of “capital requirement for other
risk” since 2014 results from changes in the composition of capital
requirements as of entry into force of CRDIV/CRR.
The equivalent of the pillar 2 capital requirement corresponds
with the obligation to maintain elevated capital ratios arising
from the regulatory decisions of 2015 on banks substantially
engaged in foreign currency loans to unhedged households.
The equivalent does not constitute part of the denominator
of capital ratios.
Source: NBP.

from the pillar 1 fell slightly (by 1.6%), and the fall

The domestic banking sector was characterised

concerned all main risk types except for market

by high average credit risk weights (see Figures 2.38

risk (see Figure 2.37). The capital requirement for

and 2.40), which stemmed, among others, from

78 The

analysis includes commercial banks with their foreign branches and cooperative banks (the foreign branches’ assets account for
less than 0.2% of the banking sector’s assets and around 1% of the three banks that have foreign branches). Branches of credit institutions and BGK were excluded from the analysis, as the latter is not subject to the regulatory CRDIV/CRR package to the same extent
as other banks. The analysis also excludes SK bank as it was declared bankrupt by the district court for the capital city of Warsaw on
30 December 2015.
79 Additional Tier 1 capital in the Polish banking sector is very small and present only in the form of grandfathered instruments held
in regulatory capital in cooperative banks. Hence, the value of the Common Equity Tier 1 capital ratio and Tier 1 capital ratio is
practically identical (see Figure 2.36). A low value of Additional Tier 1 capital may result from the complex conditions the instruments
have to meet to be able to obtain supervisory authorities’ consent to be classiﬁed as Additional Tier 1 capital, the uncertainty regarding
conversion trigger event (e.g. a fall in the CET1 capital ratio below a deﬁned level) and the interpretation of provisions relating to
the determination of the Maximum Distributable Amount (MDA), determining hold of payments on such instruments.
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the fact that most banks use the Standardised Ap-

their average risk weights and capital requirements

proach to determine the capital requirement for

to a much lesser degree.80

credit risk. The approach produces, in principle,
more conservative estimates of capital requirements

Figure 2.39. Ratio of total risk exposure amount to assets

for given credit exposures than the advanced meth-

(RWA density)

ods permitted in the CRDIV/CRR package. Consequently the average risk weights in the domestic banking sector seem to be among the highest
in the EU as indicated by the ratio of total risk exposure amount to assets (see Figure2.39).
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40%
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Figure 2.38. Average credit risk weights for exposures to

20%
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Note: Total risk exposure amount includes all types of risk, referred to in Article 92 of the CRR, not only credit risk on loans to
the non-ﬁnancial sector (as shown in Figure 2.38).
Source: NBP calculations based on ECB data.
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Figure 2.40. Distribution of credit exposures by credit risk
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for credit risk resulted from the establishment of Institutional Protection Schemes in the cooperative
banking sector. Banks forming the IPS can use lower
risk weights for mutual exposures. The banks using the Internal Ratings Based Approach (IRB) (four
banks with a 21% share in the sector’s assets) lowered
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mising the capital adequacy calculation (see Figure
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Source: NBP.
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Note: Calculations do not include possible adjustments concerning SK bank.
Source: NBP.

80 The

fall of average risk weights resulted from the partial implementation of the IRB approach – the banks apply the IRB approach
only for some types of credit exposures (from around 40 to 55% of credit exposures at these banks are subject to advanced methods),
and use the standardised approach for the remaining types, where the fall of average credit risk weights was bigger. Moreover, due
to the regulatory transition phase, these banks cannot lower their total capital requirement below the reference level arising from
the application of the Standardised Approach or Basel I methodology.
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The capital requirements for operational risk fall

creasing level of provisions not associated with credit

in connection with the continuing downward

risk and information on operational losses reported

81

trend in income from activity Therefore, the capital requirements for operational risk seem to reﬂect
to a lesser extent the actual level of the risk. Taking into account information on lawsuits that bank
clients who have taken foreign currency-indexed
and denominated loans are ﬁling, information on
ﬁnes that the Oﬃce of Competition and Consumer
Protection is imposing on banks for using abusive
clauses in their agreements with consumers and
the tightened rules on the handling of consumer
complaints82 , and also the reorganisation of banks
linked with ownership changes, the level of operational risk can be expected to grow. The rising level
of operational risk can be also indicated by the in-

by some banks.
The implementation of the amended methodology of determining the capital requirement for operational risk proposed by the Basel Committee
in March 201683 most likely would not result in substantial changes in the capital requirement amount,
but would eliminate signiﬁcant incentives to actively
manage the risk. In line with the new methodology, almost all banks in the sector would base capital requirement calculations exclusively on income
from their activity and would not be encouraged –
by a possible decrease of the capital requirement –
to more accurately analyse operational risk and address it.

Box 2. Capital adequacy requirements and capital adequacy ratios recommended by KNF
Banks operating in Poland are obliged to abide by the capital standards and capital buﬀers speciﬁed in regulations (the CDRIV/CRR package) and the supervisory recommendations of the Polish Financial Supervision
Authority.
The Basel standards designed to ensure the capital adequacy of banks, introduced in the EU in the CRDIV/CRR regulation package, are based on three complementary pillars, which are also supported by capital buﬀers. The pillars
of capital adequacy are:
pillar 1 – minimum capital requirements (Common Equity Tier 1 capital ratio standard, Tier 1 capital ratio
standard and the Total Capital Ratio standard) as deﬁned in Article 92 of CRR,
pillar 2 – consisting of the process of estimating and maintaining the bank’s internal capital to cover of all
identiﬁed material types of risk in banking activity and changes in the economic environment (ICAAP) and
the supervisory review and evaluation process of adequacy of this internal capital (SREP), in the course
of which an administrative decision imposing capital surcharges may be issued (Article 133a and Article 138
of the Banking Law Act), increasing the required minimal capital ratios for banks1
pillar 3 – disclosure requirements regarding information on capital adequacy, risk proﬁle, risk management,
capital buﬀers, application of the provisions on the policy of variable remuneration components 2 .

81 Most

banks calculate the capital requirement for operational risk based on simple approaches – the basic indicator approach and
the standardised approach – based mostly on net income.
82 In accordance with the Ustawa z dnia 5 sierpnia 2015 r.o rozpatrywaniu reklamacji przez podmioty rynku ﬁnansowego i o Rzeczniku
Finansowym (Act of 5 August 2015concerning the complaint handling procedure by ﬁnancial services providers and the Financial Ombudsman), Journal of Laws of 2015, item 1348, ﬁnancial services providers are required to respond to a client’s complaint within 30 days
from the receipt of the complaint, under the pain of ﬁnding the complaint handled according to the client’s will.
83 The proposal of the Basel Committee contained in: “Standardised Measurement Approach for operational risk”, Basel Committee on
Banking Supervision, March 2016.
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According to CRDIV/CRR, the minimum levels of Common Equity Tier 1 capital and Tier 1 capital ratios under
pillar 1 in force since 2015 are 4.5% and 6% respectively, and the total capital ratio (TCR) – 8% (see Figure1).
Figure 1. The structure of regulatory capital and minimal capital ratios from pillar 1
Own funds

Tier 1 capital

Common Equity Tier 1 capital

Additional Tier 1 capital

Tier 2 capital

9%
8%
7%

2%

2%

6%

1.5%

5%
4%
3%

2%

8%

8%
6%

6%
4.5%

4.5%

1%
0%
Common Equity Tier 1 capital ratio Total capital ratio
Tier 1 capital ratio
Structure of the regulatory capital as a percentage of
the total risk exposure ammount

Pillar 1 own funds requirements

Note: The ﬁgure shows the minimum levels of capital ratios from pillar 1 under the assumption that the bank has all the main
categories of regulatory capital at the minimum level. In fact, to meet the Tier 1 capital ratio standard and the total capital ratio
standard, it is suﬃcient to have Common Equity Tier 1 capital at a suﬃciently high level.
Source: NBP.

Since the fourth quarter of 2015, additional own funds requirement from pillar 2 (capital surcharges) apply to 14
banks signiﬁcantly involved in foreign currency loans to unhedged households (since 2016 imposed on the basis
of administrative decisions). Surcharges for individual banks, in force as of June 2016, range from 0.58 percentage
points to 4.39 percentage points of the total capital ratios, and for Tier 1 capital ratios – 75% of TCR surcharges (see
Figure2).
According to the Act of 5 August 2015 on Macroprudential Supervision of the Financial System and Crisis Management, banks are also required to maintain appropriate capital buﬀers3 .
Currently, there are the following capital buﬀers in Poland:
conservation buﬀer – in force since January 2016, in 2016-2017 it is going to amount to 1.25% of the total
risk exposure amount4
countercyclical buﬀer – set by the Financial Stability Committee (in the macroprudential function), introduced by Regulation of the Minister of Finance; currently the countercyclical capital buﬀer is 0% of the total
risk exposure amount5
OSII buﬀer – set individually for each bank on the basis of the methodology contained in the EBA guidelines,
introduced by an administrative decision by the KNF; currently set levels of this buﬀer for individual banks
are 0.25 percentage points, 0.5 percentage points or 0.75 percentage points.
Only a portion of Common Equity Tier 1 capital, le aer fulﬁlling pillar 1 capital requirements and additional
capital requirement from pillar 2, can serve as a capital buﬀer (see Figure 2). This means that high Tier 1 capital
ratio and total capital ratio do not always guarantee compliance with the required capital buﬀer standards, because
only available excess of Common Equity Tier 1 capital can be considered as buﬀer (see Figure 3). On the other
hand in the case of banks that have high level of Common Equity Tier 1 and relatively low levels of additional
Tier 1 capital and Tier 2 capital (as in the case of most banks in Poland) a large part of the Common Equity Tier 1
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is consumed to meet the Tier 1 capital ratio, the total capital ratio and Pillar 2 capital surcharges, which could
potentially adversely aﬀect the ability to maintain capital buﬀers.
Figure 2. The capital standards aer pillar 2 with capital buﬀers and the KNF-recommended levels of capital ratios

Notes:
the diagram shows the minimum levels of capital adequacy ratios under the assumption that the bank has all the main categories
of regulatory capital at a minimum level enabling compliance with the pillar 1 standards, increased by pillar 2 capital surcharges
and capital buﬀers
Since KNF recommendation apply only to Tier 1 capital ratio and total capital ratio, the level of Common Equity Tier 1
capital ratio on the ﬁgure among KNF recommended ratios represents minimal regulatory capital ratio
Aadditional own funds requirement from pillar 2 were established by the KNF on an individual basis for each bank.
The diagram assumes the most restrictive of the current levels.
The OSII buﬀer was established by KNF on an individual basis for each bank. The diagram assumes the most restrictive
of the current levels, 0.75 percentage points.)
Source: NBP.

Figure 3. Excess of Common Equity Tier 1 capital
110
Excess of Common Equity Tier 1 capital after fulfilling the requirement
of Common Equity Tier I capital ratio (4.5%)
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Notes: The ﬁgure takes into account only banks with a surplus of Common Equity Tier 1 capital. The total deﬁcit of Common
Equity Tier 1 capital, taking into account the requirements of pillar 1, pillar 2 and the obligation to maintain capital buﬀers is
approximately PLN 150 million.
Source: NBP.
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KNF also formulates expectations for the desired minimum levels of Tier 1 capital ratio and TCR ratio. The levels of capital ratios for 2016 recommended in the letter of the Chairperson of the Polish Financial Supervision
Authority are: TCR over 12% and Tier 1 capital ratio above 9%, both increased by 1.25 percentage points. These
levels have to be increased accordingly in the case of banks covered by the capital surcharge under Pillar 2.
The KNF also issues recommendations on banks’ dividend policy. One of the main factors determining the possibility and scale of dividend payouts is the level of capital ratios. According to the recommendation on the distribution of proﬁt for 2015, the prerequisite for dividend payout was to maintain Tier 1 capital ratio of at least 11.25%6
(13.25% for banks with a large, i.e. 5%, share in the deposit market). The entire proﬁt could be paid by a bank
with total capital ratio higher than 14.25% (16.25% in the case of banks with a large share in the deposit market),
and up to 50% of proﬁt – a bank with the total capital ratio higher than 13.25%7 .

1

As part of the SREP, the quality of risk management processes is examined, and if it is insuﬃcient, the bank must set aside
additional capital particularly in the case of signiﬁcant risks which are not included in pillar 1 (e.g. model risk).
2 an element of market discipline to ensure transparency in the assessment of risk exposure, comparability of the assessment
of risk proﬁles between banks and facilitating the assessment of internal risk management processes.
3 Details regarding macroprudential supervision in Poland, including macroprudential tools and mechanisms behind using them can be found on the website of Financial Stability Committee in macroprudential function:
http://www.nbp.pl/nadzormakroostroznosciowy/index.aspx.
4 In subsequent years, it will grow until it reaches the target level of 2.5%, in 2018 it will amount to 1.875%.
5 Some banks have credit exposures in countries where national authorities have established a countercyclical capital buﬀer
standard above % and they must maintain the countercyclical capital buﬀer on a reciprocal basis for such exposures. At the end
of June, it amounted to PLN 25.9 million
6 The level was further increased by the possible capital surcharges from pillar 2.
7 as above

Figure 2.41. Change of the numerator and denominator

of Common Equity Tier 1 capital ratio (2014 Q1 = 100)
Nominator: Common Equity Tier 1

ital requirements caused capital ratios to grow further. At the end of June 2016, the average Total Capital Ratio (TCR) amounted to 17.1%, and the Common Equity Tier 1 and Tier 1 capital ratios — 15.4%.

Denominator: Total risk exposure ammount
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Source: NBP.

An excess of Common Equity Tier 1 capital above
the pillar 1 and pillar 2 capital requirements allowed most banks to meet the requirement regarding the capital conservation buﬀer (1.25%), in force

The rise of regulatory capital and a fall in total cap-

since January 2016, and the institution-speciﬁc

84 Some

banks hold credit exposures in countries where national authorities set the countercyclical buﬀer standard above 0%, and they
have to maintain the countercyclical buﬀer for these exposures on a reciprocity basis. At the end of June it was 25.9 million zlotys.
The total excess of Common Equity Tier 1 capital aer the pillar 1 and pillar 2 requirements and the obligation to maintain capital
buﬀers – amounted to 60.3 billion zlotys (see Box 2, Figure 3) and was held by most banks.
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Figure 2.42. Distribution of assets of domestic commercial banks (le-hand panel) and cooperative banks (right-hand

panel) by Tier 1 capital ratio
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Figure 2.43. Leverage ratio at commercial banks (le-hand panel) and cooperative banks (right-hand panel)
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Notes: The leverage ratio prior to 2014 based on estimates.
The leverage ratio at cooperative banks is characterised by cyclical changes as an eﬀect of one-oﬀ retention during the year of all proﬁts
earned in the previous ﬁnancial year, amid stable growth of credit exposures in the whole year. The lowering of the ratio since 2014
results largely from the amortization of the grandfathered components of Tier 1 capital.
Source: NBP.
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countercyclical buﬀer 84 . At the end of June 2016,

Outlook

ﬁve banks, including four cooperative banks and

The deterioration of the proﬁtability outlook (see

one commercial bank, did not have capital buﬀers.

Chapter 2.5.) will constrain the possibility of in-

The total shortfall of Common Equity Tier 1 capital,

creasing capital by proﬁt retention. It should be

aer adjusting for the requirements, amounted to

pointed out that retained proﬁts were the main

only 150 million zlotys.

source of increasing capital by banks in previous

In October 2016, KNF, aer consulting the Fi-

years.

nancial Stability Committee as the macropruden-

Increasing capital via a share issue also seems to

tial body, issued individual decisions for 10 banks

be hindered. The negative trend of the ROE ra-

on the maintenance of appropriate capital buﬀers

tio fall has increased further in recent months.87

for so-called “Other Systemically Important Institu-

The implied average cost of own capital88 for a group

tions” (OSIIs). The buﬀers imposed on OSIIs, de-

of listed banks remains stable; nevertheless, it is

pending on the size of the bank, were 0.25 percent-

above the ROE ratio (see Figure 2.44). This means

age points, 0.5 percentage points or 0.75 percent-

that banks may encounter diﬃculties in attracting

age points. All the banks covered by the obligation

new investors.

to maintain the OSII buﬀer were also able to meet
this requirement (more information on the method

Figure 2.44. Cost of capital compared to return on eqiuty

used to identify systemically important banks can be
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Cost of the equity capital

found in Box 3).
25%

The Polish banking sector was still characterised
by low leverage.

In the period under analysis,

banks additionally decreased leverage slightly (see
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Figure 2.43). At the end of June 2016, the leverage
ratio calculated according to deﬁnitions included
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in the CRDIV/CRR package

amounted to 8.9%.
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However, the leverage ratio standard at the Basel
86

would not be

currently met by one bank and another nine banks
would have the ratio below 5%.

The combined

share of these banks in the banking sector’s assets
amounted to 2.6%.
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Note: Eleven large banks listed on the WSE were taken into account, which at the same time form part of the WIG.Banki index. The assets of the selected banks at the end of June 2016 accounted for 65% of the assets of the entire banking sector. Values
of the presented indices are weighted average values.
Source: NBP calculations based on Bloomberg data.

85 The

leverage ratio according to CRDIV/CRR, the leverage ratio is calculated as expressed in a percentage the quotient of Tier 1 capital
to the exposure measure that includes both on- and oﬀ-balance-sheet exposures. The standard for the leverage ratio is yet to be set.
Its value should be indicated by the European Parliament by the end of 2017.
86 The Basel Committee proposal contained in: “Revision to the Basel III leverage ratio framework”, Basel Committee on Banking Supervision, April 2016. The same level has been indicated by the EBA report: “EBA Report on the leverage ratio requirements under
article 511 of the CRR”, EBA, August 2016.
87 Aer eliminating one-oﬀ events.
88 The concept of cost of capital is ambiguous, as the price of own capital is not directly observable on the market and requires estimation on the basis of market prices and expected future cash ﬂows. One of the ways to estimate the cost of capital, used in the analysis, is an approach combining two share valuations models: the Dividend Discount Model (DDM) and the Capital Asset Pricing
Model(CAPM). Such an approach may be applied with respect to the portfolios of large Polish banks listed on the exchange.
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The situation of a considerable portion of foreign

High average capital ratios and the leverage ra-

banks controlling Polish banks limits their capabil-

tio indicate, however, that even if the capabili-

ities of injecting capital into Polish subsidiaries. In

ties of increasing capital are limited, the present

particular, as in the case of banks in Poland, compar-

buﬀers will allow banks to continue lending. How-

ing the average implied cost of capital with the prof-

ever, if the downward trend of earnings were to be

itability of banks in the euro area indicates that

permanent, the capacity of banks to provide lending

the possibility to attract new capital by the banks is

to the economy would fall. Such a negative scenario

also hindered.

might unfold, particularly when new additional burdens on banks’ earnings emerge.

Box 3. Domestic („Other”) systemically important institutions
The recent ﬁnancial crisis has brought to light the risk arising from the presence of individual ﬁnancial institutions
whose failure could trigger unproportionally large disruptions in the economy and result in a crisis. Such systemically important institutions are oen called Too-Important-to Fail.1 Since it is believed that state authorities will
not allow such institutions to fail, due to the costs such collapse could involve, they may enjoy lower funding costs
and take higher risk which will beneﬁt their staﬀ, owners and creditors, while any potential cost in the event of risk
materialisation will be borne by the taxpayer. Therefore there are strong economic grounds to regulate such institutions by reducing the maximum risk they take, improving their resilience (increasing capital requirements and
reducing the maximum leverage rate), or developing resolution plans.
The Act on Macroprudential Supervision of the Financial System and Crisis Management (hereinaer referred to
as the Act), which entered into force on 1 November 2015 and transposes into Polish law the provisions of the CRDIV Directive, introduced the concept of the Other Systemically Important Institution, O-SII.2 ) In accordance
with Article 39 (1) of the Act, aer consulting the Financial Stability Committee (hereinaer referred to as FSC)
as a macroprudential body, the Polish Financial Supervision Authority (KNF) identiﬁes other systemically important institutions and requires them to maintain the O-SII buﬀer.
1. The identiﬁcation of an O-SII – legal aspects
In accordance with Article 39(6) of the Act, when identifying systemically important institutions, the KNF should
take into account, apart from the opinion of the FSC, the guidelines issued by the European Banking Authority
(hereinaer referred to as the EBA). According to these guidelines, the assessment of bank’s systemic importance is
a two-stage procedure. In the ﬁrst stage, a set of mandatory indicators has to be used, which aer being averaged,
provide information about the systemic importance of an institution (cf. Table 1).
For each indicator, the share of a given institution in the entire banking sector is calculated. The result is multiplied
by 10,000 to express the indicator’s score in terms of basis points. Then, an index is calculated for each of the four
categories by taking a simple average of the indicator scores in that category. The overall systemic importance score
is the average of four category scores, with each category having an identical weight (25%).
A given institution is automatically designated as systematically important when the overall score is higher than 350
basis points, with the possibility of changing the threshold by +/- 75 points. It means that the banks that on average
have share in the banking sector higher than 3.5% (the threshold may be set at 2.75% or 4.25%) have to be designated
as O-SIIs. The EBA guidelines require all mandatory indicators to be taken into account in the assessment process,
it is not possible to omit any of them.
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Table 1. Mandatory indicators for assessing the systemic importance of institutions
Category (weight)

Indicator

Size (25%)

Importance (25%)

Complexity/cross-border activity (25%)

Interconnectedness (25%)

Weight

Total assets

25%

Value of domestic payment transactions

8,33%

DPrivate sector deposits from depositors in the EU

8,33%

Private sector loans to recipients in the EU

8,33%

Value of OTC derivatives (notional)

8,33%

Cross-jurisdictional liabilities

8,33%

Cross-jurisdictional claims

8,33%

Intra financial system liabilities

8,33%

Intra financial system assets

8,33%

Debt securities outstanding

8,33%

Source: EBA, Guidelines. On the criteria to determine the conditions of application of Article 131(3) of Directive 2013/36/EU
(CRD) in relation to the assessment of other systemically important institutions (O-SIIs.

In the second stage, it is possible to designate additional O-SIIs in the process of supervisory assessment. To this
end, the weights assigned to particular categories of the index can be changed or a closed list of additional indicators
(both qualitative and quantitative) may be used.
In Poland, in line with the recommendation of the FSC, the KNF has identiﬁed other systemically important institutions following the EBA guidelines by adopting the basic threshold of 350 points for mandatory criteria and
using an additional criterion, i.e. the importance for an institutional protection scheme (IPS) of which the entity
is a member.
2. Other systemically important institutions in the Polish banking sector
The systemic importance index consists of four equivalent elements: size, importance, complexity and the interconnectedness of a bank. The simulation performed by NBP3 shows that the size of a bank is strongly correlated
with the remaining categories (most notably, importance and complexity) – cf. Table 2. This means that a large
bank, in terms of its asset value, will be in principle more systematically important as measured by the EBA index.
The correlation coeﬃcient between assets and the overall systemic importance score is 0.99. As a result, the list
of systemically important institutions overlaps to a very large extent with the list of the largest banks as of the end
of 2015. Nevertheless, as the other criteria are used to calculate the overall score, the systemic importance of a bank
does not have to directly reﬂect its size.
Table 2. Correlation between particular components of the systemic importance index
Size

Importance

Complexity

Size

1

Importance

0,98

1

Complexity

0,97

0,98

1

Interconnectedness

0,89

0,88

0,89

Interconnectedness

1

Source: NBP simulation.

3. The other systematically important institution buﬀer
In accordance with Article 38(1) of the Act, the KNF requires from each identiﬁed systemically important bank to
maintain the O-SII buﬀer in the amount not exceeding 2% of the total risk exposure. The buﬀer should consist

68

Narodowy Bank Polski

Banking sector

of Common Equity Tier 1 capital (CET 1). When an O-SII is a subsidiary of either an EU G-SII or an EU O-SII
which is subject to a G-SII or O-SII buﬀer on a consolidated basis, the buﬀer required by the KNF cannot exceed
the greater of 1% of the total risk exposure amount or the buﬀer rate that applies to the group on a consolidated
basis. This means that the KNF has full discretion in setting the buﬀer rate up to 1%, a possibility to set higher rate
is constrained by the buﬀer rate imposed on the group on a consolidated basis.
According to the methodology adopted by the KNF4 , the O-SII buﬀer rate depends on the systemic importance
of each institution(measured in the manner described above), but is not fully proportional – aer exceeding a certain importance score, the buﬀer rate is growing in a non-linear manner to the maximum allowed level of 2%. Such
an approach reduces the incentives of banks to further increase their systemic importance.
At the meeting on 4 October 2016, the KNF adopted the decision to designate 12 banks as Other Systemically
Important Institutions and require them to maintain the O-SII buﬀer ranging from 0% to 0.75% – cf. Table 3.
Table 3. The O-SII buﬀers in Poland
Buffer

Banks

0%

Bank Polskiej Spółdzielczości, SGB – Bank S.A.

0,25%

Bank Handlowy w Warszawie S.A., Bank Millennium S.A., Bank BGŻ BNP Paribas S.A.,
Raiffeisen Bank Polska S.A., Getin Noble Bank S.A.

0,5%

mBank S.A., Bank Zachodni WBK S.A., ING Bank Śląski S.A.

0,75%

PKO Bank Polski S.A., Polska Kasa Opieki S.A.

Source: http://www.knf.gov.pl/o_nas/komunikaty/2016/323_posiedzenie_KNF.html

Taking into account the maximum level of the O-SII buﬀer that can be set accrding to the Act (2%) and experiences
of other EU countries, the maximum level of the O-SII buﬀer in Poland may be interpreted as relatively low. However, the calibration of the O-SII buﬀer proposed by KNF is justiﬁed, if additional circumstances are taken account
of: (i) the need to keep a level playing ﬁeld in the banking sector, related to the ownership structure of some systemically important banks, (ii) lack of activation of the systemic risk buﬀer (SRB) in Poland, provided for in the Act,
(iii) other existing supervisory requirements towards large banks (deﬁned as systemically important) in the proﬁt
distribution restrictions issued by the KNF in December 2015.
4. International experience to date
National systemically important institutions have so far been identiﬁed in a number of countries around the world.
Generally, non-EU countries used a set of indicators deﬁned by the Basel Committee on Banking Supervision to do
so5 , however they oen modiﬁed it to better address the speciﬁc features of national banking sectors – for instance,
South Africa added an indicator measuring the impact of a given bank on the level of conﬁdence in the banking
sector and the social consequences of its bankruptcy. In the EU, the vast majority of countries directly applied
the EBA guidelines, only Denmark and Malta applied a diﬀerent methodology. In Denmark, the systemic importance index was calculated on the basis of the three criteria: the bank’s assets to GDP, a share in loans and a share
in deposits. Malta followed an approach similar to that deﬁned in the EBA guidelines, however used slightly different indicators, diﬀerent weights and a diﬀerent manner of calculating the index. The experience of Estonia6
illustrates some unexpected consequences stemming from the use of the EBA methodology in a country with a less
developed ﬁnancial system. The EBA guidelines require each of the four mandatory categories to be taken into
account, without considering their signiﬁcance for the entire banking system. Therefore, it may happen that one
institution will have a signiﬁcant share in a category that is not relevant for the entire sector, which will result
in designating it as systemically important.
Among the European countries applying the EBA guidelines, in ﬁve cases (Czechia, Ireland, Lithuania, Roma-
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nia and Slovakia) modiﬁed the thresholds that were used in the ﬁrst, mandatory step of the assessment. Ireland
and Romania applied the lower threshold of 275 basis points (which led to the identiﬁcation of more systemically important banks), in the remaining countries the thresholds were raised to 425 basis points (Lithuania and
Slovakia) or 450 basis points (Czechia). The use of higher thresholds was motivated by the need to ensure the homogeneity of the group of O-SIIs (Czechia) or by a small number of banks (Slovakia). Additional criteria were used
in the Czechia, France, the Netherlands, Ireland, Portugal, Hungary and the United Kingdom. However, in some
countries this have not led to the designation of additional systemically important banks – for instance, in Hungary
the list of banks has remained the same despite the extended analysis.

1

The systemic importance of institutions is commonly assessed on the basis of their size (they are then referred to as institutions
that are Too-Big-to-Fail), however as the recent crisis (e.g. the collapse of the Lehman Brothers bank or the near-collapse
of the AIG) has shown, systemic risk can be generated not only by the largest institutions and other criteria, e.g. the scale
of interconnectedness with other market participants have to be considered (Too-Interconnected-to Fail institutions).
2 In contrast to a (Global Systemically Important Institution, G-SII).
3 In the simulation, each indicator from the EBA guidelines has been proxied using supervisory reporting data on individual
level. Thus, the values may not fully correspond to those used by the KNF for the formal designation of O-SIIs.
4 https://www.knf.gov.pl/Images/skrocony_opis_metod_oceny_nadzorczej_7_06_2016_tcm75-47259.pdf
5 http://www.bis.org/publ/bcbs233.pdf
6 http://www.eestipank.ee/sites/eestipank.ee/ﬁles/ﬁles/Finantsstabiilsus/esokm_2015_eng.pdf
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falls in the share prices of banks in late June and
early July.
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the fall, investors continued to better assess the capacity of Polish banks to generate proﬁts than that
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resulted from the interaction of several signiﬁThe valua-

Note: Index prices rescaled to 100 at the start of the ﬁnancial crisis
of 15 September 2008.
Source: NBP calculations based on Thomson Reuters.

tion of banks was aﬀected by the growing con-

Among domestic burdens, regulatory burdens

cerns of global investors about the slowing pace

had a major impact on the valuation of share

of growth of emerging market economies.
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prices of banks. Investors responded negatively to

the other hand, the result of the UK’s referendum

the adoption by the Sejm of the Act on Tax on Certain

on EU membership and uncertainty about the cost

Financial Institutions. The valuation of Polish banks

of the implementation of Brexit led to signiﬁcant

was also heavily aﬀected by uncertainty of how
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FX housing loans would be restructured. The an-

The general assessment of Poland’s banking sector

nouncements of successive dra laws on restruc-

by rating agencies was good. In September 2016,

turing were behind sharp falls but also increases

Moody‘s aﬃrmed the stable outlook for its rating

in the share prices of banks holding large portfo-

of the Polish banking sector. The action was moti-

lios of these loans. Investors optimistically reacted

vated by the diversiﬁcation of funding sources of Pol-

to the dra law unveiled on August 2 by the Chan-

ish banks and their good capital and liquidity po-

cellery of the President of the Republic of Poland,

sitions. The positive assessment of the macroeco-

as it involved substantially lower costs than before.

nomic environment was of major importance. Fitch

The downgrade of Poland’s rating by S&Ps to BBB+

upgraded the long-term ratings of mBank, mBank

also had an impact on the share prices of banks.

Hipoteczny and ING Bank Śląski, which followed
the upgrades of their parent banks.
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loan portfolio and the sale of the remaining assets
to Alior Bank.

Note: Average value calculated out of index values from the years
2009-2016.
Source: NBP calculations based on Thomson Reuters.
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Table 2.4. Ratings of Polish banks by Moody’s, Fitch and S&P

Moody’s
PKO BP
Bank Pekao
Bank Zachodni WBK
mBank
ING Bank Śląski
Getin Noble Bank
Bank Millennium
BGŻ BNP Paribas
Bank Handlowy
BPH
Credit Agricole

Fitch
Bank Zachodni WBK
mBank
ING Bank Śląski
Getin Noble Bank
Bank Millennium
Bank Handlowy
Alior Bank
BOŚ
mBank Hipoteczny
Pekao Bank Hipoteczny

S&P
Bank Pekao
mBank

Baseline credit
assessment
baa2 (baa2)
baa1 (baa1)
baa3 (baa3)
ba2 (ba2)
baa3 (baa3)
b1 (b1)
ba3 (b1)
ba2 (ba2)
baa3 (baa3)
ba3 (ba3)
ba2 (ba2)

Long-term deposit
rating
A2 (A2)
A2 (A2)
A3 (A3)
Baa2 (Baa2)
A3 (A3)
Ba2 (Ba2)
Ba1 (Ba1)
Baa2 (Baa2)
A3 (A3)
Ba2 (Ba2)
Baa1 (Baa1)

Short-term deposit
rating
P-1 (P-1)
P-1 (P-1)
P-2 (P-2)
P-2 (P-2)
P-2 (P-2)
NP (NP)
NP (NP)
P-2 (P-2)
P-2 (P-2)
NP (NP)
P-2 (P-2)

Viability
rating
bbb+ (bbb)
bbb (bbb-)
bbb+ (bbb+)
bb- (bb)
bbb- (bbb-)
bbb+ (bbb+)
bb (bb)
b+ (bb)
brak (brak)
brak (brak)

Long-term
rating
BBB+ (BBB+)
BBB (BBB-)
A (A-)
BB- (BB)
BBB- (BBB-)
A- (A-)
BB (BB)
B+ (BB)
BBB (BBB-)
A- (A-)

Short-term
rating
F2 (F2)
F (F3)
F1 (F1)
B (B)
F3 (F3)
NP (NP)
B (B)
B (B)
F2 (F3)
F2 (F2)

STA (STA)
STA (POZ)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (NEG)
STA (POZ)
STA (STA)

Stand-alone
credit profile (SACP)
bbb+ (bbb+)
bbb (bbb)

Long-term
rating
BBB+ (BBB+)
BBB (BBB+)

Short-term
rating
A-2 (A-2)
A-2 (A-2)

NEG (STA)
STA (STA)

Outlook
NEG (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
NEG (STA)
STA (STA)

Outlook

Outlook

Notes: In brackets – as of the end of November 2015. For deﬁnitions of the ratings, see Glossary. The banks are listed according to total
assets. Ratings assigned only on the basis of publicly available data are not included in the Table.
Source: www.moodys.com, www.ﬁtchpolska.com., www.standardandpoors.com.
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2.8. Selected indicators of banking sector’s condition
2015
in %

Q1

Q2

2016
Q3

Q4

Q1

Q2

Return on assets (ROA)1

1.06

0.98

0.92

0.81

0.74

Return on Tier 1 capital (ROE)1,2

11.4

10.4

9.7

8.5

7.8

8.6

Net interest margin (NIM)1,3

2.41

2.30

2.23

2.23

2.24

2.27

Operating cost 3 to net income from banking activity3 (CTI)1

51.9

53.5

55.0

59.8

61.5

59.8

Burden of charges to provisions for impaired loans3 to net in-

13.9

13.6

13.6

12.5

12.2

11.9

4.4

3.9

4.8

5.1

4.9

4.3

4.1

3.8

3.7

3.9

4.0

4.1

consumer loans

5.0

4.9

5.2

6.4

6.9

8.0

housing loans

3.7

3.3

3.0

2.8

2.8

3.0

5.0

3.9

7.4

7.9

7.0

4.8

8.2

8.0

7.9

7.5

7.4

7.3

6.7

6.6

6.5

6.2

6.3

6.2

13.0

12.1

12.0

12.0

12.1

11.9

3.4

3.4

3.2

2.9

2.9

2.9

11.3

10.9

10.6

10.0

9.7

9.6

1.0

0.9

0.9

0.8

0.7

0.8

0.8

0.8

0.8

0.8

0.8

0.8

consumer loans

1.8

1.6

1.6

1.8

1.8

1.9

housing loans

0.3

0.3

0.3

0.3

0.3

0.3

1.2

1.1

1.0

0.8

0.7

0.7

0.81

come from banking activity1
Loan growth rate (y/y)4
nonfinancial sector
households

enterprises
Impaired loan ratio3
nonfinancial sector
households
consumer loans
housing loans
enterprises
Charges to provisions for impaired loans3 to net value of loans1
nonfinancial sector
households

enterprises
Funding gap

3

6.4

7.0

6.1

1.8

3.3

2.2

Short-term liquidity standard M23,5

1.4

1.4

1.3

1.5

1.4

1.5

Long-term liquidity standard M43,5

1.2

1.2

1.1

1.2

1.2

1.2

Total capital ratio2

14.9

15.3

15.6

16.0

16.7

17.1

Tier I capital ratio2

13.6

14.0

14.3

14.6

15.2

15.4

Common Equity Tier I capital ratio2

13.5

14.0

14.2

14.6

15.2

15.4

Financial leverage (multiple)2,3

10.6

10.4

10.4

10.3

10.0

10.1

1
2

Annualised data.
Domestic banking sector.
3 For deﬁnition, see Glossary.
4 Loans to residents, data aer excluding the impact of foreign exchange rate changes.
5 Domestic commercial banks.
Source: NBP.
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2.9.

Selected indicators of the condition of domestic commercial banks
2015
in %

Q1

Q2

2016
Q3

Q4

Q1

Q2

Return on assets (ROA)1

1.09

1.01

0.95

0.84

0.76

Return on Tier 1 capital (ROE)1

12.0

11.0

10.3

9.4

8.5

9.4

Net interest margin (NIM)1,2

2.37

2.26

2.20

2.21

2.23

2.27

Operating cost2 to net income from banking activity2 (CTI)1

49.3

50.9

52.5

57.5

59.0

57.2

Burden of charges to provisions for impaired loans2 to net in-

14.6

14.3

14.1

13.1

12.7

12.3

4.1

3.5

4.5

4.9

4.8

4.5

3.9

3.6

3.5

3.8

3.9

4.1

consumer loans

4.9

4.8

5.4

6.4

7.0

8.2

housing loans

3.5

3.1

2.7

2.6

2.6

2.8

4.5

3.2

6.8

7.5

7.0

5.4

8.3

8.1

7.9

7.6

7.6

7.4

6.8

6.6

6.6

6.4

6.4

6.3

12.8

12.3

12.4

12.3

12.5

12.2

3.4

3.4

3.2

2.9

2.9

2.9

11.4

11.1

10.6

10.2

9.9

9.7

1.0

0.9

0.9

0.8

0.8

0.8

0.9

0.8

0.8

0.8

0.8

0.8

consumer loans

1.8

1.7

1.6

1.9

1.9

2.0

housing loans

0.3

0.3

0.3

0.3

0.3

0.3

1.2

1.1

1.0

0.8

0.7

0.7

0.84

come from banking activity1
Loan growth rate (y/y)3
nonfinancial sector
households

enterprises
Impaired loan ratios2
nonfinancial sector
households
consumer loans
housing loans
enterprises
Charges to provisions for impaired loans2 to net value of loans1
nonfinancial sector
households

enterprises
Funding gap

2

9.5

9.7

8.5

4.3

5.7

4.4

Short-term liquidity standard M22

1.4

1.3

1.3

1.4

1.4

1.4

Long-term liquidity standard M42

1.2

1.2

1.2

1.2

1.2

1.2

Total capital ratio

14.8

15.3

15.6

16.0

16.6

17.1

Tier I capital ratio

13.5

13.9

14.3

14.6

15.2

15.4

Common Equity Tier I capital ratio

13.5

13.9

14.2

14.6

15.2

15.4

Financial leverage (multiple)2

11.4

11.1

11.2

10.9

10.8

10.9

1
2

Annualised data.
For deﬁnition, see Glossary.
3 Loans to residents, data aer excluding the impact of foreign exchange rate changes.
Source: NBP.
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2.10. Selected indicators of the condition of cooperative banks
2015
in %
Return on assets (ROA)1

Q1

Q2

2016
Q3

Q4

Q1

Q2

0.73

0.65

0.51

0.41

0.39

8.1

7.2

5.7

4.6

4.4

4.4

Net interest margin (NIM)1,2

3.27

3.16

3.05

2.91

2.87

2.84

Operating cost2 to net income from banking activity2 (CTI)1

70.7

72.0

73.3

77.9

77.7

77.3

7.0

7.3

9.2

7.5

7.9

8.3

9.7

8.9

7.6

4.3

1.9

0.0

7.2

7.4

6.3

6.0

6.5

4.7

4.9

5.3

6.0

6.4

5.8

4.9

16.8

16.2

16.0

16.3

16.8

17.4

14.9

11.9

10.2

0.9

-7.2

-9.3

7.4

7.2

8.2

6.8

6.6

7.0

4.9

4.7

4.6

4.4

4.4

4.4

consumer loans

6.3

6.1

5.8

6.0

5.9

5.7

housing loans

2.8

2.7

2.2

2.2

2.1

2.0

12.2

12.1

15.2

12.2

11.7

12.8

0.5

0.6

0.7

0.5

0.6

0.6

0.3

0.3

0.3

0.3

0.3

0.3

consumer loans

0.2

0.3

0.3

0.3

0.3

0.3

housing loans

0.2

0.2

0.2

0.1

0.1

0.1

1.1

1.0

1.5

1.0

1.1

1.1

Return on Tier 1 capital (ROE)1

Burden of charges to provisions for impaired loans2 to net in-

0.39

come from banking activity1
Loan growth rate (y/y)3,4
nonfinancial sector
households
consumer loans
housing loans
enterprises
Impaired loan ratios2
nonfinancial sector
households

enterprises
Charges to provisions for impaired loans2 to net value of loans1
nonfinancial sector
households

enterprises
Funding gap

2

-44.7

-39.0

-36.8

-45.7

-46.2

-46.9

Short-term liquidity standard M22,5

1.9

1.7

1.6

1.4

1.4

1.4

Long-term liquidity standard M42,5

1.3

1.2

1.2

1.2

1.2

1.2

The share of core and supplementary liquidity reserves in total

0.4

0.3

0.3

0.3

0.3

0.2

Total capital ratio

15.6

15.9

15.6

15.9

17.0

17.4

Tier I capital ratio

14.5

14.8

14.5

14.8

15.9

16.2

Common Equity Tier I capital ratio

14.3

14.7

14.4

14.7

15.7

16.1

11.5

10.9

11.0

11.3

11.6

11.5

assets (M1)

2.6

Financial leverage (multiple)

2

1
2

Annualised data.
For deﬁnition, see Glossary.
Loans to residents.
The negative growth rate of loans to enterprises was caused by the bankruptcy of SK bank announced on 30 December 2015 and it’s
exclusion from the group of reporting banks – this bank had a large portfolio of enterprises loans. The growth rate adjusted for this
event amounted to 5.7% in Q1 2016 and 3.4% in Q2 2016.
5 Cooperative banks with assets over 200 million zlotys.
6 Cooperative banks with assets up to 200 million zlotys.
Source: NBP.
3
4
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Credit unions sector
The credit unions sector89 continued the process

initiate this procedure.91

of restructuring. The restructuring activities led to
a successive reduction of the size of the sector: its as-

Figure 3.1. Assets of credit unions operating at the end

set value, membership and the number of branches

of a given reporting period and of credit unions contin-

(see Figure 3.1).

uing operation.

Since 2013, i.e.

the inclusion

of the credit unions sector within the scope of KNF

Credit Unions operated at the end of the reporting period

supervision, the number of operating credit unions

Credit Unions continuing operation

has decreased by 13 – 7 credit unions were taken

14,0

over by banks and other credit unions, whereas

13,5

in the case of 6 credit unions KNF decided to sus-

13,0

pend their operation and ﬁled a bankruptcy peti-

12,5

10,5

proceedings were opened at another 15 in order to

11,89
11,57

11,71

11,79

9-2015

Unions were subjected to the requirement to pre-

pointed at two credit unions, whereas administrative

12,33

11,5

credit unions and the National Association of Credit

11,83

11,71

11,40

11,57

6-2016

3-2016

12-2015

10,0

12-2014

were approved by KNF). Administrators were ap-

12,43

12,0

11,0

pare a recovery programme (only 10 programmes

12,79

6-2015

ried out their operations at the end of June 2016 33

12,56
12,49

3-2015

90

zloty billion

tion to the court. Out of 42 credit unions which car-

13,70

Source: Reporting data of credit unions.

The credit unions sector is characterised by high

89 The

following analysis is based on credit unions’ reporting data that may not take account of all adjustments arising from the KNF
recommendations made during audits as well as the auditor-proposed adjustments aer the KNF-ordered reexamination of the ﬁnancial statements for 2013. In order to eliminate the statistical impact of the credit unions that discontinued their operations (credit
unions taken over by banks and credit unions under bankruptcy), this analysis was performed on a group of “ credit unions continuing
operation”, i.e. credit unions operating at the end of June 2016
90 On 21 July 2016, the KNF suspended the operation of SKOK Skarbiec.
91 From July to October 2016, KNF appointed an administrator for another 6 unions: SKOK Nike (on 7 July), SKOK Jaworzno (on 4
August), SKOK Wybrzeże (on 8 August), SKOK Proﬁt (on 14 September), Bieszczadzka SKOK (on 19 September) and Lubuska SKOK
(on 12 October).
92 The HHI is calculated as the sum of squares of the shares of individual entities in a given sector
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concentration.

The level of concentration, mea-

tal) it was lower than at the end of 2015. The de-

sured by HHI , is six times higher than in the bank-

terioration in the capital position of credit unions

ing sector and is growing as the number of credit

was driven by their losses and a decline in value

unions is diminishing. The share of the largest credit

of the revaluation fund.

92

unions (with their balance sheet total above 200 million zlotys) in the sector’s assets amounts to almost
81%, including the three largest credit unions – 63%.
On the other hand, the 18 smallest credit unions
(with assets below 50 million zlotys) account for only
3% of the sector’s assets. In view of the large discrepancy, when introducing recommendations for credit
unions, KNF applies the proportionality principle.93

The regulatory capital of credit unions cannot
be fully earmarked for covering previous years’
losses. Their losses can be covered only with part
of the share fund (i.e. excluding optional participations by the National Association) – which follows
from the contracts concluded by the National Association with credit unions, and from the resource fund
– which is regulated by the Act on Credit Unions.

The scale of interconnectedness between the bank-

At the end of June 2016, the share fund of credit

ing sector and the credit unions sector remains in-

union members and the resource fund were suﬃ-

signiﬁcant. At the end of June 2016, the ratio of as-

cient to cover merely 37% of previous years’ losses.

sets of credit unions to assets of the banking sector

These losses amount to almost 1 billion zlotys and

was 0.75%. Credit unions do not show any ﬁnancial

are the main factor decreasing credit unions’ capi-

liabilities to banks, and the value of receivables from

tal. The largest component of regulatory capital, i.e.

the sector, despite its successive growth, accounts for

the revaluation fund, cannot be used to cover losses

around 5% of credit unions’ assets. On the other

(see Figure 3.2).

hand, the value of funds of the National Associa-

The capital position of the credit unions sec-

tion of Credit Unions kept at current accounts and

tor would be more diﬃcult, if all credit unions

banks’ deposits is falling – at the end of June 2016, it

fully met the KNF recommendations.

amounted to less than 1 billion zlotys, which repre-

into account the adjustments arising from the post-

sents an over 40% decrease on the 2015 ﬁgure.

inspection recommendations and conclusions from

Taking

the analytical supervision of the Oﬃce of the Polish
The capital position of credit unions
The capital position of the credit unions sector remains diﬃcult. At the end of the second quarter
of 2016, the sector’s capital adequacy ratio stood
at 4.18%, i.e. was still below the minimum level of 5%

Financial Supervision Authority (UKNF), the regulatory capital of credit unions should be reduced by almost 0.5 billion zlotys, which would cause it to fall
into negative territory and decrease the capital adequacy ratio to -0.12% (see Figure 3.3).

required by law. The regulatory capital of credit
unions continuing operation amounted to 0.4 billion
zlotys and, despite a capital injection from the National Association, (representing 71% of the capi93 Given the large discrepancy of credit unions with regard to the scale of their operations (value of the balance sheet total, size of the loan

portfolio, membership, number of staﬀ, etc.) for the purposes of determining the scope of application of selected provisions of the KNF
recommendations, credit unions were divided into three groups: - small credit unions (Group I) with assets below 50 million zlotys and
membership below 10 thousand,- medium-sized credit unions (Group II) with assets ranging from <50-200 million zlotys) and credit
unions with assets below 50 million zlotys and membership above 10 thousand,– the largest credit unions (Group III) with assets
of 200 million zlotys and more.
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Figure 3.2. Structure of regulatory capital of credit unions

unions, but only one reported a negative ratio.

as at 30 June 2016 (credit unions continuing operation)
zloty million
0
250

500

1 000

750

The earnings of credit unions and their eﬃciency

1 250

At the end of the second quarter of 2016, the credit

(+) Share fund

unions sector showed a slightly positive result due
(+) Optional participation of National Association

to, among others, debt sale transactions (mainly
of overdue loans). The credit unions sector’s earn-

(+) Resource fund

ings of 4.5 million zlotys were primarily driven
(+) Revaluation fund

by the largest credit unions, i.e. with assets above
200 million zlotys, which earned a total proﬁt

(+) Other items

of around 12 million zlotys (cf. Table). The sector
(-) Previous years’ losses

continued to exhibit low eﬃciency of its core operations due to, among others, a relatively weak net

Regulatory capital

Note: A character in brackets denotes the impact of an item on
the level of regulatory capital.
Source: KNF.

interest income. High general expense (especially
external services expense) and provisions for ﬁnancial assets remain a burden on credit unions’ earn-

Figure 3.3. The regulatory capital and the capital adequacy

ratio (credit unions continuing operation)

Figure 3.4.

Regulatory capital
Capital adequacy ratio (right axis)
Capital adequacy ratio after on-site inspections' corrections (right axis)
700

7%

600

6%

500

5%

400

4%

300

3%

200

2%

100

1%

0

0%

6-2016

3-2016

12-2015

9-2015

-2%

6-2015

-1%

-200

3-2015

-100

12-2014

zloty million

The structure of credit unions’ earnings –

as of 30 June 2016 (credit unions continuing operation)

Regulatory capital estimated after on-site inspections' corrections

Source: Reporting data of credit unions.

ings (see Figure 3.4).

zloty million
0
100

200

300

400

500

(+) Interest income
(+) Non-interest income
(-) Operating costs and depreciation
(-) Balance of provisions
(-) Other operating income and expenses
(-) Income tax
Net profit

varies. The highest capital adequacy ratios is re-

Note: A character in brackets denotes the direction of the item’s
impact on earnings.
Source: Reporting data of credit unions.

ported by the group of smallest credit unions(with

The growing number of credit unions that post

assets below 50 million zlotys), for which the ratio

positive earnings is a welcome development.

as of 30 June 2016 amounted to 8.3% (see Table 3.1).

At the end of June 2016, 23 out of 42 credit unions

Out of 11 credit unions with the capital adequacy

continuing operation posted a proﬁt (totaling 25.6

ratio below the statutory minimum of 5% – 4 enti-

million zlotys), and their share in the sector’s as-

ties are members of the group of the smallest credit

sets was 73%. Almost half of the earnings-reporting

The capital position of particular credit unions
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Table 3.1. The results and the capital position of credit unions by groups according to the value of assets* - as of 30 June

2016 (credit unions continuing operation)

Group I
Group II
Group III
Credit Unions’ sector

Number of
credit unions
in the group
18
18
6
42

Share
sector’s
asssets
3,4%
15,9%
80,7%
-

Regulatory
capital
(zloty million)
23,8
78,0
325,6
427,4

Capital
adequacy
ratio
8,3%
4,9%
3,9&
4,2%

Number of credit
unions with CAR
above 5 %
14
14
3
31

Number of credit
unions with
current profit
12
9
2
23

Net income
(zloty million)
0,1
-7,4
12,0
4,7

*Classiﬁcation of credit unions:
Group I – credit unions with assets of up to 50 million zlotys,
Group II – credit unions with assets of at least 50 million zlotys and up to 200 million zlotys,
Group III – credit unions with assets from 200 million zlotys.
Source: Reporting data of credit unions.

credit unions are small, however as the scale of their

of loan agreements may be a factor contributing to

operation is insigniﬁcant, their earnings do not have

increasing credit risk and liquidity risk (maturity mis-

a major impact on the earnings of the whole sector.

match between assets and liabilities).

Asset structure and credit risk at credit unions

Figure 3.5. Product structure of the loan portfolio of credit

unions total (credit unions continuing operation)

Over half of the assets of credit unions were loans
to the non-ﬁnancial sector.

Other loans

At the end of June

Consumer loans

Real estate loans

7

2016, credit unions continuing operation reported

6

the net value of loans at 6.3 billion zlotys, and their
5

value had risen slightly since the end of 2015 (by

of 2016 – by almost 19% to 0.5 billion zlotys). In

6-2016

3-2016

tate loans was gradually decreasing (in the ﬁrst half

0

12-2015

of the second quarter. However, the value of real es-

1

9-2015

value rose by 3.8% to 5.6 billion zlotys at the end

2

6-2015

lio (see Figure 3.5). In the ﬁrst half of 2016, their

3-2015

the loans accounted for almost 90% of the portfo-

3

12-2014

folio of credit unions – at the end of June 2016,

4

zloty billion

0.9%). Consumer loans prevailed in the loan port-

Source: Reporting data of credit unions.

terms of loan maturity, the percentage of consumer

The quality of the loan portfolio of credit unions re-

loans with maturity above 12 months, now account-

mains poor. Although the worst-performing credit

ing for over 75% of the loan portfolio, has been in-

unions were eliminated from the market and oper-

creasing. Taking into account original maturities,

ating credit unions sold overdue debt94 ,loans with

over 70% of the portfolio are loans with a maturity

arrears in repayment of more than 3 months ac-

of more than 5 years – their value is growing faster

counted for 18% of total loans, and their value rose

than the value of total loans. Extension of the terms

by 0.08 billion zlotys to 2 billion zlotys.

94 In

the ﬁrst half of 2016, the value of debt sold by credit unions was 75 million zlotys, of which 96% was debt overdue more than 12
months.
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The majority of overdue loans were loans with ar-

ation has an inﬂuence on the level of regulatory cap-

rears in repayment of more than 12 months. Con-

ital, the revaluation fund in particular95 and credit

sumer loans prevailed (approx. 60%) in the port-

unions’ earnings. The remaining items are units

folio of overdue loans, of which 68% were loans

of money market funds (0.3 billion zlotys) and debt

with arrears in repayment of more than 12 months.

instruments of the State Treasury (0.1 billion zlotys).

The share of real estate loans in overdue loans was
33% (see Figure 3.6).
Liquidity risk at credit unions
Figure 3.6. The structure of overdue loans (credit unions

continuing operation)

Deposits of credit union members are the main
source of funding of their activity.

Consumer loans
Real estate loans
Others
Overdue loans/total loans (right axis)
Provisions/overdue loans (right axis)

At the end

of June 2016, the value of deposits amounted to
less than 11 billion zlotys and dropped somewhat
(around 1%) since the start of the year. Credit unions

2,0

100%

1,6

80%

1,2

60%

union members to their deposits does not exceed

0,8

40%

60%.96 In terms of maturity structure, a slight de-

0,4

20%

0,0

0%

lending activity. The ratio of loans granted to credit

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

cline in the value and share of term deposits in to-

12-2014

zloty billion

still held resources that could be used to ﬁnance their

tal deposits and an increase in funds on current accounts were observed. The share of funds kept on
current accounts rose to 17.6% (see Figure 3.7).

Source: Reporting data of credit unions.

Credit unions maintain a high level of coverage
of overdue loans with provisions. At the end of June
2016, the value of provisions created by credit unions
was 1.2 billion zlotys, which covered 87% of the value
of overdue loans. For loans with arrears in repayment of more than 12 months, credit unions showed
a 97% coverage with provisions.

The liquidity position of the sector remained
stable.

At the end of June 2016, liquid assets

of the credit unions sector amounted to 3 billion zlotys (see Figure 3.8). Although their level dropped
by 5% in the ﬁrst half of 2016, the share of liquid assets in credit unions’ assets remained above 26% following a simultaneous decline in their value. When
compared with the end of 2015, the sector’s liquid

Debt and capital instruments were substantial

reserve ratio increased and reached 11.9% at the end

items of credit unions’ assets. At the end of the ﬁrst

of June 2016. In the ﬁrst half of 2016, the majority

half of 2016, their value stood at 1.5 billion zlotys

of credit unions maintained the liquid reserve ratio

and their share in assets remained at around 13%.

above the required minimum of 10%, and it occa-

Equities in subsidiaries were the main component

sionally dropped below the level only in individual

of the instruments (1.1 billion zlotys), and their valu-

instances.

95 According

to the law, credit unions are not required to report their ﬁnancial data on a consolidated basis, therefore assessment
of the adequacy of valuation of these instruments is hindered. In view of a substantial share of the revaluation fund in the regulatory capital of credit unions, it is a signiﬁcant uncertainty factor for the assessment of the ﬁnancial situation and capital position
of credit unions.
96 In line with the recommendations of the World Council of Credit Unions (of which credit unions are members), the share of the loan
portfolio in credit unions’ assets should be maintained at the level of 70%-80%.

Financial Stability Report. December 2016

81

Chapter 3.

Figure 3.7. The structure of credit unions’ deposits and

quarterly rate of change in the balance of deposits (credit

zlotys) and cash and government bonds (0.2 billion
zlotys).

unions continuing operation)

The National Association

Current deposits
Term deposits

The National Association of Credit Unions (Na-

Growth rate of deposits (q/q) - right axis

4%

10

2%

whose members are all credit unions. The main

8

0%

objective of the National Association is to ensure ﬁ-

6

-2%

4

-4%

bilisation fund.97 The National Association also per-

2

-6%

forms oversight of credit unions with regard to their

0

-8%

zloty billion

12

tional Association) is a cooperative of legal persons

nancial stability of credit unions, and most notably,

Source: Reporting data of credit unions.

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

to provide them with ﬁnancial support from the sta-

observance of statutory regulations and fulﬁlment
of the KNF supervisory recommendations.
Figure 3.9. Structure of liquid assets of credit unions
Money market funds' units**

Government bonds*

Figure 3.8. Liquid assets and liquid reserve of credit unions

Deposits in National Association

Banks deposits

(credit unions continuing operation)

Current banks accounts

Cash

Liquid assets

100%

Liquid reserve

90%

Liquid assets/total assets (right axis)

80%

Liquid reserve ratio (right axis)
3,5

35%

3,0

30%

2,5

25%

2,0

20%

1,5

15%

1,0

10%

0,5

5%

0,0

0%

70%

zloty billion

60%
50%
40%
30%
20%
10%

Source: Reporting data of credit unions.

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

0%

* The item also comprises debt instruments guaranteed
by the State Treasury.
** Units of money market funds.
Source: KNF.

Financial support of the National Association to

Deposits at the National Association are the ma-

credit unions from the stabilisation fund can be

jor component of liquid assets of credit unions. In

provided in the form of credits and loans, do-

the half of the year under discussion, the value of de-

nations or the taking up of optional participa-

posits rose by 30% to almost 2 billion zlotys (see Fig-

tions. Over the past two years, the structure of how

ure 3.9). The remaining components of liquid assets

the stabilisation was used has changed signiﬁcantly –

are current accounts and bank deposits (0.9 billion

the balance of credits and loans (granted in the form

97 The stabilisation fund is composed of credit unions’ contributions that constitute the equivalent of 1% of assets of a given credit union

(not more than 3%) and is supplied with proﬁt of the National Association. According to the Act on Credit Unions, the detailed rules
of creating and supplying the stabilisation fund are laid down by the Association’s articles of association.
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of subordinated debt) has decreased, and the value

14% (see Figure 3.10).

of participations purchased by the National Association has increased. As at 30 June 2016, the balance
of funds of the stabilisation fund was 267 million
zlotys, of which more than 90% was used for capital injection of credit unions in the form of optional
participations. However, according to agreements
concluded by the National Association with credit
unions being beneﬁciaries of the support, the participations cannot be used to cover previous years’

The National Association invested funds received from credit unions mainly in liquid assets.
At the end of June 2016, liquid assets of the National
Association amounted to 3.1 billion zlotys, of which
34% were debt instruments of the State Treasury
(approx. 1.1 billion zlotys), and 30% were funds on
current accounts and bank deposits (approx. 1 billion zlotys).

losses.

The National Association operates on a non-proﬁt

The National Association is funded primarily with

basis, and a ﬁnancial surplus posted at the end

credit unions’ funds – mostly mandatory deposits,

of the ﬁnancial year is the source of supply for

accumulated, among others, as part of liquid re-

the stabilisation fund and the resource fund. In

serve, and non-mandatory deposits. At the end

the ﬁrst half of 2016, the National Association’s ﬁ-

of the second quarter of 2016, credit unions had

nancial surplus was 8.8 million zlotys, which was

deposited 2.1 billion zlotys at the National Associa-

the result of dividend income from subsidiaries

tion. As the number of credit unions is diminishing,

in the amount of 10 million zlotys. Dividends paid

the balance of deposits has been steadily decreasing

by subsidiaries are the main source of the formation

– over the six months of 2016, the decline was almost

of the ﬁnancial result of the National Association.

Figure 3.10. Composition of the balance sheet of the National Association: assets – le-hand panel, liabilities – right-hand

panel
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Source: Reporting data of the National Association.
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Non-credit ﬁnancial institutions
In the ﬁrst half of 2016, the non-credit ﬁnancial
institutions sector

98

(NFI) grew at a rate slower

than that observed in the banking sector (see Table
4.1). There was an increase in the assets of investment funds, with a simultaneous decrease of funds
accumulated in open pension funds. Compared to
the end of 2015, the ratio of assets of non-credit ﬁnancial institutions to the assets of the banking sec-

to maintaining the continuity of sector-speciﬁc
ﬁnancial services to the real economy,
– the possible impact of the investment behaviour of NFI on asset prices which is, among
others, the materialisation of liquidity risk,
– product concentration and cross-sector linkages,

tor has decreased.

– concentration of entities,

Table 4.1. Assets of insurance companies (IC), investment

– ﬁnancing the entities of the real economy

funds (IF), open pension funds (OPF and banks (PLN billion)

by the NFI sector,
– the extent and type of linkages with the

NFI

NFI /

banking sector (including ownership linkages,

Banks

liabilities incurred in banks and ﬁnancing

NFI

Banks

149.1

547.2

1 529.3

35.8%

272.3

140.5

593.9

1 595.0

37.2%

280.3

134.9

596.6

1 658.0

36.0%

IC

IF

OPF

2014

178.6

219.5

2015

181.1

2016

181.4

Note: Data for OPF and IF relate to net assets, and for IC –– assets
at the end of June 2016. Due to adjustments, data may diﬀer from
those presented in previous editions of the Report.
Source: UKNF, NBP.

The situation of the non-credit ﬁnancial institution

granted to banks).
In addition, risk areas speciﬁc to each of these segments are analysed.

4.1. Insurance companies

sector is analysed mainly in six dimensions:
Insurance companies (ICs) play an important role
– the extent of the NFI sector’s resilience to risks

in the economy. The insurance business is based

98 This

chapter is devoted to domestic insurance companies, investment funds, investment fund management companies, open pension
funds and pension fund management companies.
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on pooling uncorrelated insurance risk, managing it

the expected value of the sum of claims and ben-

and distributing its ﬁnancial eﬀects. Providing insur-

eﬁts, which will be paid by the insurance sec-

ance coverage enables market participants to trans-

tor to the real economy entities. They constitute

fer risk. In exchange for a premium paid in advance,

the biggest part of the insurance companies’ liabil-

companies take over certain risks and undertake to

ities. Companies create technical insurance provi-

pay claims in case of occurrence of an insured event.

sions to cover future liabilities to policyholders or

Insurance companies ran mainly traditional insur-

beneﬁciaries stemming from insurance contracts.

ance business, which did not generate systemic

The largest share in the provisions of life insur-

risk. Entities of insurance sector did not apply lever-

ance companies (Sector I) were liabilities related

age on a large scale and were not exposed to liquid-

to unit linked insurance (64%). They did not gen-

ity risk. ICs tried to match the maturity of their as-

erate market risk for the ICs. The value of liabili-

sets and liabilities, and therefore engaged, to a small

ties from these insurance policies corresponded to

extent, in maturity transformation. The insurance

the net asset value ofunit-linked funds. The second,

sector was characterised by a much weaker intra-

in terms of technical provisions’ value, were life in-

sector linkages than the banking sector. Linkages

surance provisions (31%). Half of them were indi-

between sector entities stemmed mainly from rein-

vidually continued life insurance policies (insurance

surance that served to manage insurance risk, con-

in case of death for retiring people, which were pre-

tributing to maintaining the stability of the sector.

viously covered by group employee life insurance).

Insurane companies had a smaller impact on

These were insurance policies without proﬁt partic-

the stability of the ﬁnancial sector than in other

ipation and guarantees, and therefore they did not

European Union member states due to its lower as-

pose interest rate risk to insurance companies. In

set value. Insurance premiums accounted for 3.1%,

the ﬁrst half of 2016, the value of life technical provi-

and assets – 10.1% of GDP in 2015.

The share

sions decreased and it was the result of the termina-

of insurance in savings of households fell from 8.3%

tion of some life and endowment contracts, includ-

at the end of June 2015 to 7.6 % at the end of the ﬁrst

ing insurance-wrapped deposits (see Figure 4.1).

half of 2016. These ﬁgures are several times lower
than in countries with highly developed insurance

Figure 4.1. Liabilities of insurance companies to policyhold-

ers arising from insurance contracts

markets and much lower than the EU average.

Non-life technical provisions

Unit-linked provisions

Life technical provisions

Life insurance companies also provided invest-

100

ment services in the form of unit-linked insurance (UFK. UFK investments were an alternative to
in the case of such insurance was borne by the policyholders, and the economic function of unit-linked
insurance corresponded to that performed by invest-

75
PLN billion

other forms of saving by households. Market risk

50

25

ment funds.
0

12-2014

Technical insurance provisions and claims
Provisions of insurance companies correspond to

86

12-2015
Life

6-2016

12-2014

12-2015

6-2016

Non-life

Source: UKNF.
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Most insurance products oﬀered by ICs did not in-

Figure 4.3). The value of claims for such losses was

clude a guarantee of the interest rate. In an envi-

high and generally unpredictable. The term of com-

ronment of historically low interest rates these guar-

pensation was deﬁned by law in 2008, however pay-

antees were the source of interest rate risk in some

ments could and can relate to events that occurred

EU countries. Besides unit linked insurance and in-

before that year. Insurers, who oﬀered motor insur-

dividually continued insurance, insurers oﬀered life

ance before 2008, could not predict and did not take

insurance and endowment insurance with proﬁt par-

into account possible claims in the estimated pre-

ticipation . However, these products did not gener-

mium, which may aﬀect the stability of the non-life

ate interest rate risk for ICs99 , because proﬁt sharing

insurance sector.

101

was calculated as the excess of investments’ proﬁts
over the technical interest rate. The average ma-

Figure 4.3. Growth rate of claim payment

turity of these liabilities was approximately 6 years
(see Figure 4.2) and slightly exceeded the duration

Life

Non-life

30%

of Treasury securities, which were held in the invest20%

ment portfolios of insurance companies.

10%

Figure 4.2. The maturity structure of technical provisions

in life insurance

0%
Dowry insurance
Life insurance

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

9-2014

15%

6-2014

-20%

3-2014

20%

12-2013

-10%

9-2013

Accident & health insurance
Life annuity

Source: UKNF.

10%

Legal risk related to unit-linked insurance grew
5%

in the life insurance sector. This risk was related
to contracts concluded before 2013 which provided

0%
<1

1-3

3-5

5-10

high liquidation fees. In the case of surrenders, pol10-20

>20

icyholders were not able to recover most of the assets accumulated in unit-linked funds. Any propos-

Note: Excluding unit-linked insurance provisions and individually
continued insurance provisions.
Source: UKNF.

als for regulatory changes to allow reimbursement

In the non-life insurance sector (Sector II) claim

nated such contracts would contribute to a sharp in-

payments increased, mainly in third-party liability

crease in the costs of ICs for which these products

insurance (OC), including compensations
99 See

100

(see

of liquidation fees to insured persons who termi-

were a major part of their business.

“Financial Stability Report. February 2016”, NBP, Warsaw, 2016 and “Financial Stability Report, 2006 ”, NBP, Warsaw, 2007.

100 Compensations are paid for non-pecuniary damages in cases where the injured person suﬀered physically or psychologically as a result

of an accident or suﬀered pain aer the death of a close relative.
2016, the Polish Financial Supervision Authority issued recommendations for insurance companies on the process of determining and paying compensation for non-pecuniary damages due to third-party liability insurance(OC) . The recommendations clarify
the service rules for personal injury, however they do not refer to the amount of payments, for which the rules of calculation are not
regulated by law. The amount of compensation should correspond to the non-pecuniary damage suﬀered and represent the signiﬁcance of the loss for the victim. The recommendations are expected to be implemented by the end of 2016.

101 In
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surance prices, caused by the intervention of the suInsurance premiums
Premiums are the primary source of funding for
insurance companies. Insurance business is characterised by the so-called inverted production cycle. The premiums are paid in advance, and their

pervision authority

102

, should lead to an improve-

ment of the ﬁnancial situation of this part of the sector. Insurance included in these classes generated
over half (53.7%) of the premiums of non-life insurance companies.

amount is determined prior to the insurance event.

Liquidity risk was not a signiﬁcant threat to the ac-

Revenues from premiums are allocated for the pay-

tivities of the insurance sector and the functioning

ment of claims, coverage of costs and future liabili-

of the ﬁnancial system. The maturity of technical

ties stemming from insurance contracts.

insurance provisions was longer than the maturity

Figure 4.4. Growth rate of gross written premium
Life

distribution in time of the commission for distributors of unit-linked insurance policies for at least 5

20%

years (for contracts for a period longer than 5 years)

15%

and decreased liquidation fees to 4%, which reduced

10%

the range of oﬀered insurance policies, especially

5%

which resulted in a decrease in customers’ interest
in such insurance.

-15%
-20%

6-2016

bution contributed to the growth of reputation risk,

-10%

3-2014

tition and Consumer Protection for incorrect distri-

9-2013

ties imposed on certain ICs by the Oﬃce of Compe-

0%
-5%

12-2013

those with a single premium. Moreover, the penal-

Non-life

3-2016

by changes in the law. New regulations required

12-2015

while in the unit-linked class it was caused rmainly

of ICs were relatively liquid.

9-2015

striction on sales of insurance-wrapped deposits,

Polish insurance companies. In addition, the assets

6-2015

in the life insurance class was associated with the re-

plus of premiums over claims was observed among

3-2015

ure 4.4). The decrease in the value of premiums

before the occurrence of the insured event. A sur-

12-2014

ties collected less gross written premiums (see Fig-

the main source of ﬁnancing was paid in advance,

9-2014

to life insurance companies decreased. These enti-

of assets covering them, and the premium which is

6-2014

In the ﬁrst half of 2016, the inﬂow of premiums

Revenues of non-life insurance companies from

Source: UKNF.

premiums increased. Non-life ICs collected 12.3%

Liquidity risk could be more signiﬁcant in enti-

more premiums than in the ﬁrst half of 2015.

ties which oﬀered unit-linked insurance on a large

The largest increase in gross written premiums was

scale. The potential increase in claims and beneﬁt

recorded in motor insurance (AC and OC). The price

payments stemming from these contracts, as a result

competition among insurers observed in recent

of increased surrenders, could expose some compa-

years, has led to a situation where the earned pre-

nies to liquidity risk. The share of liquid investments

mium was not suﬃcient to cover claims and other

in assets where the policyholder bears the risk was

costs of insurance activity. The increase in motor in-

smaller than in other investments. However, given

102 “The
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KNF stance of 28 September 2015 on calculation of premiums in motor insurance”, UKNF, Warsaw, 28 September 2016
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the long-term nature of these products (UFK con-

surance should not aﬀect the availability of services.

tracts are usually concluded for 20–30 years), the risk

Other entities would be able to provide similar pro-

seems to be smaller than in the case of investment

tection in a short time.

funds.
An important feature of the insurance sector was

Figure 4.5. The product structure of life insurance compa-

nies by gross written premium

the concentration of activity in several entities. In
the ﬁrst half of 2016, the largest capital insurance

CR1

CR3

CR5

75%

group increased its market share by collecting 33.9%
of all premiums. The two largest life insurance companies and three non-life insurance companies ac-

50%

counted for more than half of all premiums.
For many classes of insurance, the product con-

25%

centration level was low, and most insurance companies within the particular insurance sectors had
a similar oﬀer. All life insurance companies oﬀered

0%

Life insurance

Dowry insurance

Unit-linked

life insurance products and emergency insurance
and personal accident insurance. Most of the entities had unit-linked insurance on oﬀer. A large concentration in the life insurance sector resulted from
the nature of activity of one life insurance company,
who oﬀered group employee insurance and individ-

Note: The ﬁgure shows the share of one, three and ﬁve largest
insurance companies in gross written premiums of selected insurance classes.
Source: UKNF.

Figure 4.6. The product structure of non-life insurance com-

panies by gross written premium

ually continued insurance (see Figure 4.5). More
than half of the non-life insurance companies of-

CR1

CR3

CR5

100%

fered AC and OC insurance, and insurance against
ﬁre and other fortuitous events was on oﬀer of al-

75%

most all entities. Some companies, however, focused their business on a narrow classes of products. In the insurance sector, especially non-life in-

50%

25%

maritime and aviation insurance, credit insurance,
the product portfolio was concentrated in several
entities (see Figure 4.6). In niche insurance spe-

Legal expenses

Financial loss

Guarantee

Credit insurance

Only for specialised insurance classes, including

Marine & aviation

for more than 70% of all premiums.

0%

Fire & property

miums collected in one class of insurance accounted

Motor insurance

surance, there were entities whose gross written pre-

Note: The Figure shows the share of one, three and ﬁve largest
insurance companies in gross written premiums of selected insurance classes.
Source: UKNF.

cialised only those companies that had proper experience and a HR base . Due to the small share

The structure of assets and investment risk

of these groups in the insurance sector, the cessation

Insurance companies incurred the investment risk

of activities by a company oﬀering this type of in-

associated with investments, other than assets cov-
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ering liabilities stemming from unit-linked con-

Few non-life insurance companies began to use

tracts. The value of investments managed by in-

leverage.

surance companies amounted to 157.4 billion zlotys,

with funds obtained from the SBBs to a lesser ex-

with assets for which the investment risk was borne

tent than in previous years 103 , they were much more

by policyholders – 55.2 billion zlotys. Proper man-

likely to beneﬁt from loans granted by other entities

agement of investments, including the lack of exces-

in the same capital group. Companies did not incur

sive concentration in non-illiquid assets and main-

liabilities related to the issue of own debt securities.

While entities ﬁnanced their activities

taining adequate levels of liquid assets played an important role in ensuring the stability of the insurance
sector.
Insurance companies invested mainly in liquid assets (see Figure 4.7).

At the end of June 2016,

government bonds in the life-insurance sector accounted for 63 %, in non-life insurance sector – 40%,
and bank deposits – less than 6% of investments.

Figure 4.7. Investments of insurance companies
Debt securitites

Loans granted

Equities in subordinated entities

Bank deposits

Investment funds' shares

Other investments

100%

75%

50%

ICs also purchased shares of investment funds,
which were usually created mainly for the needs
of the entities of the capital group. These investments concerned both unit-linked assets and invest-

25%

0%

12-2015

ments where the investment risk is borne by the IC.
The share of investments in domestic investment
funds was particularly important in the deposits

6-2016
Life

12-2015

6-2016

Non-life

Note: Excluding unit-linked deposits.
Source: UKNF.

of the non-life insurance sector. The value of these

Insurance companies were important investors on

investments was two times higher for non-life ICs

the domestic market of Treasury securities, but

than that of the entities from the life-insurance sec-

played a marginal role in the ﬁnancing of domes-

tor. About 1/3 of investment funds’ shares for which

tic enterprises and the banking sector (see Figure

the risk was borne by the insurance company consti-

4.8). Insurance entities did not increase their expo-

tuted investment shares of closed-end funds.

sure to corporate debt securities. This may indicate

The structure of investments of individual ICs
within the sectors was not the same. The biggest
players in the market invested much more in shares

that in an environment of low interest rates they did
not invest in less liquid and more risky assets (search
for yield).

of investment funds than other companies. This

The scale of interconnectedness of the insurance

is probably due to the tax optimisation carried out

sector with domestic banks remained at a low level.

within capital groups. In addition, companies that

Limiting the sales of insurance-wrapped deposits

have large market shares were signiﬁcantly more

contributed to a signiﬁcant decline in the value

likely to engage in lending, including repo transac-

of deposits with credit institutions, and the value

tions, however, the scale of these operations was still

of liabilities to this sector decreased ten times com-

insigniﬁcant.

pared to the end of June 2015 (from 879 million zlo-

103 Taking

90

out loans as part of repo transactions increases the taxable base of certain ﬁnancial institutions.
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tys to 85 million zlotys, which accounted for 0.6%

in the technical result of entities from the non-life in-

of liabilities other than technical insurance provi-

surance sector. Companies considerably broadened

sions).

the scope of reinsurance protection and transferred
a part of the premium to reinsurers, thus reducing

Figure 4.8. The share of insurance companies in the domes-

their revenue from earned premiums.

tic debt securities market
Domestic treasury securities

Other debt securities

Covered bonds

MFI's debt securities

Figure 4.9. Revenues and costs of insurance companies
Expenses
Claims
Profits on other investments
Profits on investments in subordinated entities
Earned premium
Net profit

NFC's debt securities
15%
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10%

15

PLN billion
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5%

5
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Note: Treasury securities also include state-guaranteed infrastructure bonds issued by banks; other debt securities include other
debt securities of banks, corporate and covered bonds. Investments are shown at market value, while the debt outstanding –
at the nominal value. At the end of June 2016, data are presented
in a new division, not available for earlier periods.
Source: MF, NBP, UKNF.

Financial results

6-2014

6-2015

Life

6-2016

6-2014

6-2015

6-2016

Non-life

Source: UKNF.

Almost half of non-life insurance companies
recorded a ﬁnancial loss, while in the life insurance
sector – less than 1/4 of entities. Amount of the loss
in life insurance companies, which showed negative

Proﬁts of insurance companies in recent quarters

ﬁnancial result, was signiﬁcantly lower than in non-

were mostly paid in the form of dividends and did

life insurance. The share in assets of life insurance

not increase the equity capital of the sector. Large

companies with negative proﬁtability was 7%, and

surplus of own funds over the capital requirements

of non-life insurance companies – 11.5

did not encourage companies to accumulate proﬁts.

Applying by insurance companies a conservative

In the ﬁrst half of 2016, the ﬁnancial performance

interest rate to calculate technical provisions con-

of insurance companies deteriorated (see Table 4.2

tributed to a lower sensitivity of ﬁnancial results

and chart 4.9). The decrease in the ﬁnancial re-

to an interest rate decrease. Most of the liabil-

sult was associated with smaller gains on invest-

ities of insurance companies did not generate in-

ments, especially in the life-insurance sector, and

terest rate risk, as insurance products did not of-

losses in motor insurance. A signiﬁcant increase

fer guaranteed return . Technical provisions were

in claims and a slight increase in premiums earned

in fact discounted with an interest rate lower than

resulted in a decline in technical and ﬁnancial proﬁt

the rate of return on assets covering them. In addi-

in non-life insurance. An increase in gross written

tion, companies generally used a lower interest rate

premiums as a result of the rising prices of motor

than the maximum technical rate (see Figure 4.10).

insurance did not translate into an improvement

Therefore, a possible further decline in interest rates
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Table 4.2. Financial results and basic indicators of the insurance sector
6-2014
(zloty million)
Life insurance (Sector I)
Gross written premium
Technical profit
Net
Equity capital
Technical profitability
ROE (in %)
Non-life insurance (Sector II)
Gross written premium
Technical profit
Net profit
Equity capital
Technical profitability
ROE (in %)

6-2015
(zloty million)

6-2016
(zloty million)

6-2016/6-2015
(in %)

14 242
1 722
1 836
12 072
12.3
25.8

14 429
1 329
1 699
11 659
9.4
23.3

11 921
1 388
1 132
11 316
11.7
20.6

-17.4
4.4
-33.4
-2.9
2.3 pp.
-2.7 pp.

13 481
887
2 569
19 975
8.2
16.8

13 665
494
1 789
19 969
4.5
13.5

15 348
114
1 131
20 254
1.0
9.4

12.3
-76.9
-36.8
1.4
-3.5 pp.
-4.1 pp.

Note: ROE annualised. Due to the adjustments made, data may diﬀer from those presented in the previous editions of the Report.
Source: UKNF.

would not have to lead to a reduction in the solvency

of 2016 the upward trend of this ratio and the COR

parametres of the insurance industry.

was halted. The latter ratio achieved a level close to
the boundary value in the ﬁrst quarter of 2016, indi-

Figure 4.10. The rate of return and the technical interest

cating the lack of proﬁtability of insurance business.

rate in life insurance

The decrease in the ﬁnancial result in non-life insur-

Maximum technical interest rate

ance also aﬀected the ROE indicator, which dropped

Life (without unit-linked)

signiﬁcantly in comparison with 2013.

8%
7%
6%

Figure 4.11. Eﬃciency ratios in the non-life insurance sector
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60%

ance of cars, compared with the ﬁrst half of 2015,
resulted in an increase in the loss ratio in this class

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

9-2014

6-2014

3-2014

ure 4.11). Increasing the technical loss in OC insur-

50%

12-2013

ing the value of the loss ratio and COR (see Fig-

9-2013

The loss in motor insurance contributed to increas-

Source: UKNF.

of insurance, as well as the entire sector (see Figure

The decline in ﬁnancial results of insurance com-

4.12). However, due to changes in the pricing pol-

panies was also aﬀected by the introduction

icy of insurance companies, in the second quarter

of a tax on certain ﬁnancial institutions in Febru-
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ary 2016.104 .

The tax covered more than half

of the 60 active insurance companies.

companies provided almost 60% more premiums to

It is es-

reinsurers, and those paid out 80% more claims than

timated that in the ﬁrst half of 2016 insurance

in the previous year. Therefore, the share of reinsur-

companies paid about 0.27 billion zlotys of this

ers in premiums and claims increased. In 2015, rein-

tax, of which 43% was paid by the largest do-

surers suﬀered losses by providing cover to domestic

mestic insurance group.

The impact on the ﬁ-

insurance companies, which resulted in an increase

nancial results of individual companies varied

in reinsurance premiums in the ﬁrst half of 2016. It

and ranged from a few to several dozen per-

was particularly evident in the third-party liability

cent. The introduction of the additional burden

insurance. The largest increase in claims paid by for-

caused a decrease in the sector’s earnings by 11%.

eign reinsurers was recorded in ﬁre and the insur-

Figure 4.12. Selected loss ratios in the non-life insurance

ance and ﬁnancial losses insurance.

sector
Motor insurance (AC)

Motor insurance (TPL)

Property insurance

Credit insurance

100%

Solvency
The insurance sector had a large surplus of own
funds over capital requirements. Insurance com-

75%

panies are required to hold eligible own funds to
cover the Solvency Capital Requirement (SCR) and

50%

eligible basic own funds to cover the Minimum
Capital Requirement (MCR)105 The coverage of sol-

25%

6-2016

3-2016

12-2016

9-2015

6-2015

3-2015

12-2014

9-2014

6-2014

3-2014

12-2013

was over two-fold and in the life insurance sector
9-2013

0%

vency parameters in the non-life insurance sector
three and a half-fold (see Figure 4.13). Moreover,
none of the entities used transitional measures pro-

Source: UKNF.

vided for in Solvency II that allow the distribution

Reinsurance programmes have a signiﬁcant im-

of the implementation of new solvency rules for

pact on reducing the risk of the insurance sec-

a period of 16 years.

tor. The primary objective of reinsurance is to mitigate the ﬁnancial consequences of fortuitous events
and to stabilise the earnings of ICs. Reinsurance
cover applies primarily to non-life insurance contracts with high sums insured and limits the impact
of cat risk on the solvency of insurance companies.
Reinsurance allows to reduce ﬂuctuations in earnings and reduces liquidity risk.

The vast majority of insurance companies met
the new solvency requirements. Only three companies operating in the form of mutual insurance companies with a small market share did not have sufﬁcient funds to cover the Solvency Capital Requirement (see Figure 4.14), including two that did not
have funds to cover the Minimum Capital Requirement. Additionally one insurance company did not

In the ﬁrst half of 2016, the scale of reinsurance

fulﬁl the Minimum Capital Requirement. The Pol-

cover in the insurance sector increased. Insurance

ish Financial Supervision Authority took appropri-

104 the

Act of 15 January 2016 on Tax on Certain Financial Institutions (Journal of Laws of 2016, item 68)
January 1, 2016, the Act of 11 September 2015 on Insurance and Reinsurance Activity (Journal of Laws of 2015, item 1844,
as amended.) came into force implementing the principles of the Solvency II Directive. It introduced major changes in the functioning of insurance and principles for determining the solvency requirements.

105 On
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ate actions to restore the solvency parameters within

crease in non-life insurance. This was due to more

these entities.

than a threefold increase in the capital requirement for non-life insurance and with less than two

Figure 4.13. The solvency ratio in the insurance sector –

times increase in funds for its coverage at the same

methodological changes resulting from the Solvency II Di-

time.

rective

requirement was lower than the increase in own
Life

Non-life

In life insurance, the increase in capital

funds. The change in the methodology of calculat-

450%

ing the capital requirement consists in taking into account the diﬀerent types of risk to which insurance

400%

companies were exposed, including market risk, cat
350%

risk, lapse risk and it resulted in the increase in these
requirements.

300%

All insurance companies calculated the Solvency

250%

6-2016

3-2016

9-2015

12-2015

6-2015

3-2015

12-2014

9-2014

6-2014

3-2014
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Capital Requirement on the basis of the standard
200%

formula106 The level of SCR in the life insurance
sector was most inﬂuenced by the life underwriting
risk module and the market risk module. The lat-

Note: Since 2016, the solvency ratio shows the coverage rate
of the Solvency Capital Requirement.
Source: UKNF.

est quantitative study carried out by the UKNF revealed that the dominant inﬂuence on insurance risk
in the life insurance sector was exerted by the lapse

Figure 4.14. Solvency Capital Requirement (SCR) for insur-

risks. In the case of non-life insurance companies,

ance companies

the level of the SCR was signiﬁcantly inﬂuenced
Life

Non-life

by the non-life underwriting risks, as well as market

600%

risk. The most important components of the cap-

500%

ital requirement for the non-life insurance sector,
were risk related to premiums and reserves and cat

400%

risk. In the case of the requirements arising from

300%

market risk in both sectors, the largest was the eq-

200%

uity risk and interest rate risk, however the latter
was mainly related to life insurance. Market risk

100%
0%

played a far greater role in the non-life insurance sec0%

20%

40%

60%

80%

100%

tor than in life insurance sector.

Insurance company's share in assets (accumulated)

Investments of the insurance sector were higher
Source: UKNF.

than the technical insurance provisions. The ra-

Aer the introduction of the new solvency require-

tio of insurance companies’ investments to liabili-

ments, there was a signiﬁcant increase in the sol-

ties stemming from insurance contracts net of rein-

vency ratio in life insurance and a signiﬁcant de-

surance in the life insurance sector (excluding

106 One

of the insurance companies was excluded from the scope of application of the requirements of Solvency II. See “Report on
the state of the insurance sector aer the ﬁrst quarter of 2016”, UKNF, Warsaw, July 8, 2016.
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unit-linked insurance) amounted to 112.7% and

nies and investment funds managed by them have

in the non-life insurance sector – 144.0%. High ra-

separate legal personalities and the funds’ assets are

tios in the non-life insurance sector indicated a large

separate from the assets of investment fund man-

surplus of funds in relation to liabilities towards pol-

agement companies. Management companies are

icyholders.

responsible for the operation of investment funds
and liable for any damages resulting from nonperformance or improper performance of their du-

4.2. Investment funds and
investment fund
management companies

ties.107 Investment funds’ participants do not bear
the consequences of a possible bankruptcy of investment funds’ depositaries, as the funds’ assets are not
included in their bankruptcy estate.
In recent years, the relevance of investment funds

The investment funds’ activity is based on pooling

in the domestic ﬁnancial sector and the economy

capital resources of many investors in order to in-

has increased. At the end of 2015, the ratio of invest-

vest them collectively. Inﬂows are converted into

ment funds’ net assets to GDP amounted to 15.1%

investment funds units (shares)), expressing the pro-

(12.8% at the end of 2014). This value was still small

portional share of their holders in the fund assets.

compared to countries with more developed mar-

The funds allow investors to reduce investment risk

kets.

through signiﬁcant diversiﬁcation, which is more difﬁcult to obtain in the case of individual direct investments in the ﬁnancial markets.

108

The size of the sector
Net assets of investment funds once again reached
the historical high. At the end of June 2016, they

There are entities operating in the sector of invest-

amounted to 280.3 billion zlotys. In the ﬁrst half

ment funds whose shares may be acquired only

of 2016, net assets increased by 3%, mainly due to

by a speciﬁc group of investors. Most oen, they

net inﬂows. The vast majority of capital was paid to

took the form of closed-end investment funds and

the funds by enterprises. The payments were made

served the creation of individual investment solu-

primarily to closed-end investment funds, which

tions tailored to the needs of speciﬁc customers – pri-

at the end of June 2016 were the most important part

marily enterprises, but also wealthy retail investors

of the sector (53.7%).

and insurance companies.

A signiﬁcant portion

of these funds was used to construct capital structures allowing tax optimisation.

The investment policy of open-end funds was signiﬁcantly diﬀerent from that of closed-end funds.
Just as in the European sector of investment funds,

In Poland, the safety of investment funds’ assets

the largest share in the assets of open-end funds

is independent of the ﬁnancial situation of the in-

was represented by bond funds and equity funds

vestment fund management companies and de-

(see Figure 4.15). The vast majority of closed-end

positaries. Investment fund management compa-

funds was classiﬁed in the category of other funds.

107 In

accordance with Article 64 paragraph 1 of the Act of 27 May 2004on Investment Funds and Management of Alternative Investment
Funds (Journal of Laws of 2014, item 157, as amended), investment fund management companies are liable before the participants
in the collective securities portfolio and in investment funds for all damage caused by non-performance or improper performance
of their duties in the management of a collective portfolio of securities or a fund and its representation, unless the non-performance
or improper performance of duties is due to circumstances for which the company is not responsible.
108 For example, in the euro zone investment funds’ net assets accounted for almost 90% of GDP.
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Among other funds, funds dedicated to particular

policies can be considered as substitutive, which

customers, including created for tax optimisation

reduces the risk that in the event of bankruptcy

purposes, were important actors.

of certain investment fund management companies, ﬁnancial services they provide would not

Figure 4.15. The structure of the investment funds sector

by investment policy
Domestic equity funds
Domestic bond funds
Stable growth funds
Real estate funds
Other funds

Foreign equity funds
Foreign bond funds
Balanced funds
Securitization funds

100%

be replaced.

If some of the funds (e.g.

man-

aged by a given investment fund management company) are liquidated, other entities could provide
investors with services that serve similar functions.

90%

At the end of June 2016, almost 1,300 entities oper-

80%

ated in the investment funds sector (funds and sub-

70%

funds). The highest level of concentration was ob-

60%

served in the least numerous group of mixed funds

50%

4.16).

40%
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Investment risk and structure of assets

20%
10%

Open-end and closed-end funds were focused on

0%
12-2015
6-2016
Open-ended funds

12-2015
6-2016
Closed-ended funds

Note: Open-end investment funds and specialised open investment funds were included in the group of open-end funds.
Source: NBP.

Figure 4.16. The concentration of investment funds by in-

vestment policy
CR1

diﬀerent categories of investments.

of open-end funds’ assets were debt securities,
and the most important category of investments
were domestic Treasury securities (see Figure 4.17).
The assets of closed-end funds were dominated
by other equities, among them – shares that were
not listed on organized markets.

CR3

CR5

CR10

Almost 2/3

The portfolio

80%

of these instruments was dominated by securities

70%

issued by foreign entities, mainly from Luxembourg.109

60%
50%

Loan receivables were an important part of closed-

40%

end funds’ asset. At the end of June 2016, the receivables of investment funds on this account (including

30%

as part of repo transactions) amounted to approx20%

imately 17 billion zlotys. The funds granted loans

10%

mainly to enterprises, including mainly foreign enti-

0%
Equity funds

Bond funds

Mixed funds

Other funds

ties operating within the structures used for tax optimisation. Capital obtained in this way was not a sig-

Note: The ﬁgure shows the share of one, three, ﬁve and ten largest
investment funds in the net assets of individual groups of funds
by the investment policy.
Source: NBP.

niﬁcant source of ﬁnancing for Polish enterprises
compared to loans and credits granted by banks.

Services provided by funds with similar investment
109 The

increase in the share of equities issued by companies from Luxembourg in closed-end investment funds’ assets was associated
with changes in taxation of limited joint-stock partnerships. At the beginning of 2014, they lost their preferential status and became
subject to corporate income tax. Limited joint-stock partnerships used in the capital structures for tax optimisation purposes were
replaced by tax transparent companies from Luxembourg.
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Figure 4.17. The structure of assets of open-end and closed-

end funds

held by bond funds (see Figure 4.18). The increase
of the share of assets with limited liquidity could be

Deposits
Loans granted
Domestic treasury securities
NFC's debt securities
MFI's debt securities
Other debt secutiries
Shares listed on GPW and NewConnect
Investment funds' shares
Other equities
Fixed tangible assets
Other assets

100%

funds and mixed funds, and least liquid assets were

related to search for yield in an environment of low
interest rates and an increase in competitive pressure. Deposits were the main component of liquid
assets only in the case of other funds.

80%

In the case of ﬁnancial turmoil resulting in large

60%

outﬂows from investment funds, these institu-

40%

tions could be forced to sell-oﬀ assets.

Fire

sales with its systemic impact could particularly re-

20%

late to open-end funds which redeem their units
0%
12-2015
6-2016
Open-ended funds

at the request of participants.

12-2015
6-2016
Closed-ended funds

Note: Open-end investment funds and specialised open-end investment funds were included in the group of open-end funds.
Debt securities of banks also include state-guaranteed infrastructure bonds issued by banks and covered bonds.
Source: NBP.

The ﬁre sales

seem more likely in the case of entities whose
110

participants are largely institutional investors.

Figure 4.19. Size of investment funds by investment policy
Interquartile range

Figure 4.18. The share of liquid assets in total assets of open-
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400

end investment funds by the investment policy
Equity funds

Bond funds
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Note: Liquid assets include deposits, Treasury securities and
shares listed on organised markets. NBP has no data on investment funds’ assets broken down into time periods within which
it is possible to sell them at a limited cost.
Source: NBP.

Mixed funds Other funds

Total

Source: NBP.

Sale of assets by large funds could potentially
have a greater impact on the prices of ﬁnancial
instruments. Bond funds and mixed funds exhibited the highest average value of assets per single
entity (see Figure 4.19). Meanwhile, in the group
of other funds, which included the largest entity on

In recent years, the share of liquid assets in open-

the market, the concentration measured by the ratio

end investment funds’ assets has decreased

of a single fund average asset value to the median

slightly. The most liquid assets were held by equity

was the highest.

110 Institutional investors did not play as important a role in the structure of investment funds participants in Poland, as e.g.

in Germany.

See “Financial Stability Review 2015 ”, Deutsche Bundesbank 2015, p. 64.
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Investment funds were important players in ﬁnan-

Investment funds generally do not guarantee achiev-

cial markets. They played an important role as buy-

ing the set investment targets.

ers of domestic debt securities, especially corpo-

fund management companies, in principle, do not

rate debt securities (see Figure 4.20).

111

The investment

The funds

bear the risk associated with the investment activ-

were essential for the liquidity of trading on

ity of funds. The risk is entirely borne by the units

the WSE Main List. In the ﬁrst half of 2016, their

holders.

share in turnover amounted to 11.6%. The share
in the capitalisation of domestic companies listed

Figure 4.21. Linkages of investment funds with the domes-

on the WSE Main List was small and as at the end

tic banking sector

of June 2016 amounted to 5.7%.

Equity funds

Bond funds

Other funds

Total

Mixed funds

25%

Figure 4.20. The share of investment funds in the domestic

debt securities market
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Note : The ﬁgure shows the relation of deposits, receivables from
loans to the banking sector (including repo transactions) and securities issued by domestic banks to the total assets of investment
funds.
Source: NBP.

5%

0%
12-2014
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Note: Debt securities of banks also include state-guaranteed infrastructure bonds issued by banks and covered bonds. Investments are shown at market value, while debt outstanding –
at nominal value.
Source: MF, NBP.

The scale of interconnectedness with domestic
banks has decreased in recent years.

The link-

ages with banks were most important for equity
funds and bond funds, and least important for other
funds (see Figure 4.21).

These linkages resulted

mainly from deposits of investment funds. Linkages
with the banking sector were signiﬁcantly greater
in the case of open-end funds.
Financing and the structure of liabilities

Households had the largest share in the structure of investment funds’ investors. Investment
funds shares accounted for about 10% of household
ﬁnancial assets and were the third most popular
form of keeping their savings (aer bank deposits
and cash). Households were the main participants
in open-end funds (see Figure 4.22). Insurance companies were also of great importance in the structure of the investors in those funds, and the majority of their capital was invested in the shares
of specialised open investment funds, oen dedicated exclusively for entities from the capital group
of a given insurance company.

Enterprises were

The investment risk is borne by the funds’participants. the main participants in closed-end funds. These
111 Due to the low value of the corporate debt securities market (4.05% of GDP), the share of investment funds in ﬁnancing the corporate

sector was low.
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were mostly foreign entities, in particular from

from these transactions were signiﬁcantly higher

Malta, the Netherlands and Cyprus. Some of these

than those from bond issues, loans and credits. In

enterprises were established by Polish entities for tax

order to obtain leverage, funds also used derivatives.

reasons.

Both in repo transactions and derivatives transactions, domestic banks were oen the counterpar-

Figure 4.22. The structure of participants of open-end and

closed-end funds

ties of investment funds. The highest level of leverage, measured as the ratio of total assets to net as-
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sets (excluding derivatives exposures) was displayed
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(see Figure 4.23). The leverage level of Polish in-
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Note: The group of open-end funds included open-end investment funds and specialised open-end investment funds.
Source: NBP.

Figure 4.23. Leverage in the investment funds sector by in-

vestment policy
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Bond funds

Other funds

Total

Mixed funds

ated with changes in the fund sector structure – primarily with growth in assets of dedicated entities.
In the case of such funds, management fees oen
were not tied to the value of the funds they accumulated. footnote The fee for the management of investment funds is the main source of revenue of investment fund management companies. In the ﬁrst
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half of 2016, revenues from investment fund man-
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agement fees accounted for 93.3% of total revenues
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of the sector..
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100%
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105%

12-2013

services. In the ﬁrst half of 2016, the value of portfo-

9-2013

panies focused their activity on asset management

110%

6-2013

115%

ments signiﬁcantly increased (see Table 4.3). For
some management companies – usually members

Source: NBP.

of insurance capital groups – the value of these port-

An important source of leverage in investment

folios was higher than the value of assets of the man-

funds were repo transactions. Liabilities arising

aged investment funds.
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Table 4.3. Financial results and basic indicators of the investment funds management companies sector

Total revenues:
- management fee
Total costs
Pre-tax profit
Net profit
Equity capital
Equity capital requirement
Average value of investment funds net assets
Average value of financial instruments portfloios
Equity capital coverage ratio (%)
Participants claims coverage ratio (w %)
Pre-tax profit margin (%)
ROE (%)

6-2014
(zloty million)
1 353
1 257
1 080
273
224
1 056
276
205 394
19 063
382
0.50
20.2
43.6

6-2015
(zloty million)
1 587
1 463
1 259
327
265
1 314
284
236 647
28 968
463
0.54
20.6
37.3

6-2016
(zloty million)
1 526
1 423
1 227
298
240
1 481
363
277 643
47 071
408
0.53
19.6
33.7

6-2016/6-2015
(in %)
-3.8
-2.7
-2.5
-8.8
-9.2
12.8
28.0
17.3
63.1
-55 pp.
-0.01 pp.
-1.0 pp.
-3.6 pp.

Note: ROE annualised. The participant claims coverage ratio is a ratio of investment fund management companies’ equity capital to
the sum of investment funds’ net assets.
Source: UKNF, NBP.

Capital requirements imposed on investment fund

ages resulting from non-performance or improper

management companies have increased. Due to

performance of obligations related to the manage-

changes in the provisions of law

112

, the capital re-

quirements for companies managing alternative investment funds, i.e.

specialised open-end invest-

ment funds and closed-end investment funds, were
more strongly tied with the professional liability
of management companies and the value of alternative investment funds’ assets.113 These companies are obliged to increase their equity capital according to the risk of claims due to nonperformance or improper performance of obligations related to the managing of alternative investment funds by an amount equal to at least 0.01%
of the value of their portfolios. Alternatively, investment fund management companies may enter into
a contract of third-party liability insurance for dam-

ment of an alternative investment fund.
In the case of payment of claims to investment fund participants, the ﬁnancial situation
of some management companies could deteriorate and jeopardise the continuation of their activity. At the end of June 2016, the aggregate equity capital of investment fund management companies was over four times higher than required by law,
however, in relation to the total net assets of investment funds it remained low and amounted to
0.53%. The ratio of individual companies’ equity
capital to total assets of the funds they managed varied (see Figure 4.24) and amounted, on average, to
1.68%. For the vast majority of investment fund
management companies, the value of participant

112 The

Act of 31 March 2016 Amending the Act on Investment Funds and Certain other Laws (Journal of Laws of 2016, item 615).
fund management companies have so far been required to keep equity capital at a level not lower than 25% of the difference between the value of overall costs and the value of variable distribution costs incurred in the preceding ﬁnancial year and,
at the same time, at a level not lower that the zloty equivalent of euro 125 thousand, or euro 730 thousand, if the object of their activity
was extended to include the management of portfolios comprising one or more ﬁnancial instruments. From the time when the value
of assets of investment funds and the value of assets of collective portfolios of securities managed by an investment fund management
company exceeded the zloty equivalent of euro 250 million, such management company was obliged to increase the level of its equity
capital by an additional amount, constituting 0.02% of the diﬀerence between the sum of the value of assets of the investment funds
and the value of assets of collective portfolios of securities, and the zloty equivalent of euro 250 million. The investment fund management company was not obliged to increase its equity capital, if the sum of the initial capital of such a management company and
the additional amount exceeded the zloty equivalent of euro 10 million. The above provisions are still in force (Article 49 and Article
50 of the Act of 27 May 2004 on Investment Funds and Managing Alternative Investment Funds).

113 Investment
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claims coverage ratio was lower than the average,

(2.92%) of the mandatory pension insurance con-

and in the case of 12 entities – it was less than 0.25%.

tribution, amounting to19.52% of gross salary can
be transferred to open pension funds. At the end

Figure 4.24. The ratio of investment fund management

companies’ equity capital to assets of the managed investAsset management company's equity capital (PLN million)

ment funds

of June 2016, 16.5 million people were OPF members, of which about 85% decided not to transfer part
of the contribution to the fund.114
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of management companies. Fund resources are also
not included in the bankruptcy estate of deposi-

Source: NBP.

taries, so members of the open pension funds should
not bear the consequences of a possible bankruptcy

4.3. Open pension funds and

of the depositaries.

pension fund management

Due to the changes that have occurred in the open

companies

in the domestic ﬁnancial sector and the economy

pension funds sector115 , the importance of OPFs
decreased. Net assets of open pension funds ac-

The activity of open pension funds consists in col-

counted for 7.5% of GDP in 2015.116 (8.7% in 2014).

lecting and investing contributions provided to

This rate was signiﬁcantly lower than in most OECD

them under the capital part of the universal pen-

countries, where the average relation of pension

sion system. Assets of open pension funds are di-

fund assets to GDP in 2014 amounted to 37.2%.117

vided into accounting units assigned to the members
of the fund proportionally to the size of the funds
paid.

For 10 years prior to retiring, open pen-

The size of the sector

sion funds transfer assets assigned to the mem-

In the ﬁrst half of 2016, the value of the net as-

ber to the Social Insurance Institution () within

sets of open pension funds decreased. At the end

the framework of the so-called security slider. A part

of June 2016, it amounted to 134.9 billion zlotys,

114 From

April to July 2016, it was possible to change the decision on the transfer of part of the contribution to pension funds under
the transfer window. During this period, 88.5 thousand people decided to transfer part of their contributions to open pension funds,
and 9.1 thousand people to transfer all pension contributions to Social Insurance Institution.
115 On the basis of the Act of 6 December 2013on Amending Certain Acts in Connection with the Determination of the Principles of Old-age
Payment from Funds Collected in Open Pension Funds (Journal of Laws 2013, item 1717) in February 2014 open pension funds transferred
51.5% of the assets to Social Insurance Institution. See “Financial system in Poland in 2014.”, NBP, Warsaw 2015.
116 Aer taking into account occupational pension funds and voluntary pension funds, this share rises to 7.6%.
117 “PensionMarkets in Focus”, OECD 2015.
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4.0% less than at the end of 2015. The asset decrease

of one of the management companies, the law guar-

was due to a lower valuation of the pension funds’

anteed the takeover of the management of the fund

portfolio (- 5.3 billion zlotys), which resulted from

by another company.

adverse conditions on the domestic equity market.
The WIG20 index lost 5.8% and the WIG index - 3.7%

Investment risk and the structure of assets

at the time. The inﬂow of contributions to the funds
(about 1.7 billion zlotys) was balanced by the out-

Open pension funds’ investment portfolio was

ﬂow of funds transferred to Social Insurance Institu-

dominated by domestic equities119 , which ac-

tion under the security slider (about 1.7 billion zlo-

counted for 75% of its value (see Figure 4.26). Open

tys).

pension funds purchased almost exclusively shares
traded on the domestic regulated market. A small

Figure 4.25. Open pension fund concentration of entities

part of the portfolio of funds were non-Treasury

in the OPF sector
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40%
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30%
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Note: The ﬁgure shows the share of one, three, ﬁve and ten largest
open pension funds in net assets of the sector.
Source: UKNF.

The sector of open pension funds demonstrated
a high level of concentration (see Figure 4.25).
At the end of June 2016, Poland had 12 open pension
funds. The set level of concentration kept for a few
years resulted from minor transfers of members between OPFs,118 At the same time, there was no risk
of interruption of services continuity in the sector.

actions.
Open pension funds are deﬁned contribution
schemes where the investment risk associated with
investing the assets of pension funds is solely borne
by their members.

Thus, they do not guaran-

tee the achievement of any set investment objective. Pension fund management companies do not
bear the risk associated with investment activities
of funds. The risk rests entirely on the holders of accounting units.

Individual entities provided services of an identical

Unlike in the case of many European Union coun-

function, and in the event of a possible bankruptcy

tries, low interest rates were not a threat to the sta-

118 In

the analysed period, there were no acquisitions on the market of open pension funds.
category also includes shares of foreign issuers listed on the Warsaw Stock Exchange and bonds convertible into shares of companies whose securities are listed on the Warsaw Stock Exchange.
120 At the end of the ﬁrst quarter of 2016, 3.6% of pension fund portfolios were debt securities of enterprises, 3.1% – debt securities
of domestic banks other than BGK, 1.0% – debt securities of BGK, 0.8% – debt securities of local government units.
121 In domestic currency and in foreign currency.
122 Article 150 item 3 of the Act of 28 August 1997on the Organisation and Functioning of Pension Funds (Journal of Laws 2016, item 291).
119 This
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bility of the pension funds sector. The funds had no

2016, open pension funds kept 9.6 billion zlotys

predetermined values of ﬁnancial liabilities to mem-

in the bank deposits in domestic currency. The risk

bers. These values corresponded only to net assets

of a signiﬁcant increase in the value of transfers

of funds and were dependent on current earnings.

under the slider, which may occur in the event
of a reduction of the statutory retirement age, in-

Figure 4.26. Structure of investment portfolios of open pen-

creased. The funds would then be forced to sell part

sion funds

of their assets, which could adversely aﬀect the price
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Figure 4.27. The share of OPFs in the domestic debt securi-

90%

ties market

80%
70%

MFI's and NFC's debt securities

Covered bonds

60%
25%

50%
40%

20%

30%
20%
10%

15%
6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

9-2014

6-2014

3-2014

12-2013

9-2013

6-2013

0%

Source: UKNF.

10%

5%

Liquidity risk in open pension funds is limited because there is no possibility of a sudden withdrawal
of funds by their members.

Signiﬁcant ﬂuctua-

tions in the value of pension fund assets resulted
from the changes in prices on the domestic equity
market. But unlike investors in participation units
of investment funds, open pension fund members
do not have the possibility to withdraw funds and
resign from this form of investment in the case
of turmoil in ﬁnancial markets.123 This means that
the risk of the emergence of ﬁre sales stemming from
the open pension funds sector does not exist.

0%
12-2014

12-2015

6-2016

Note: Investments are shown at market value, while the debt outstanding – at nominal value.
Source: MF, UKNF.

Open pension funds played an important role
in the market of debt securities issued by banks.
The funds invested in both bank bonds and covered
bonds (see Figure 4.27). The funds ﬁnanced the sector of non-ﬁnancial corporates to a slight extent.
There was a very large diversity of the scale of funds’
exposure to non-Treasury debt securities (3% – 21%).
The funds had additionally a signiﬁcant impact on

However, as open pension funds were required to

the prices of equities listed on the Warsaw Stock Ex-

transfer part of their assets to Social Insurance In-

change. At the end of June 2016, the share of open

stitution according to the so-called security slider,

pension funds in the capitalization of the WSE Main

they had to have an adequate share of liquid in-

List amounted to 11%, and the share in turnover

vestments in their portfolio. At the end of June

in the ﬁrst half of 2016 – about 4%.

123 In

accordance with applicable legal regulations, starting from 2016, every four years in the period from April to July open pension
fund members can decide to cease transferring part of their pension contributions to pension funds. Then, the whole contribution
will be transferred to Social Insurance Institution . In the same periods, it is possible to decide to start (or recommence) transferring
part of pension contribution to pension funds.
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Table 4.4. Financial results and proﬁtability of the sector of pension fund management companies

Revenues from funds’ management:
– contribution fee
– management fee
– payments from Guarantee Fund
Funds’ management costs
Technical profit on funds’ management
Net profit
Equity capital
Average value of OFE’s net assets
Technical profitability on funds’ management (%)
ROE (%)

6-2014
(zloty million)
961
125
403
331
419
542
496
3 103
194 305
56.4
13.2

6-2015
(zloty million)
459
26
379
5
218
240
227
2 489
154 644
52.3
25.5

6-2016
(zloty million)
443
26
342
27
202
241
216
2 189
138 302
54.4
19.5

6-2016/6-2015
(%)
-3.5
0,0
-9,8
440.0
-.3
0.4
-4.8
-12.1
-10.6
2,1 pp.
-6,1 pp.

Note: Due to adjustments made, the data may diﬀer from data presented in previous editions of the Report. ROE annualised. The results
take into account also the management of voluntary pension funds. In the ﬁrst half of 2016, revenues of pension fund management
companies from voluntary pension fund management accounted for 0.5% of their revenues on pension fund management.
Source: UKNF.

100.3%, whereby the fund did not have any liabilities
Financing and the structure of liabilities

from loans and credits. They also could not purchase

The equity capital of pension funds came from

derivatives that serve to create leverage.

a part of the mandatory pension contributions
paid by the insured in the public pension sys-

Financial results and equity capital of pension fund

tem. Assets of open pension funds were not owned

management companies

124

by fund members, but rather were public funds.

Pension fund management companies posted

According to the planned changes in the pension sys-

a higher technical result on funds’ management

tem, most of the assets accumulated in open pen-

of than in the ﬁrst half of 2015, despite a decline

sion funds would have to be transferred to indi-

in the value of pension fund assets. The decrease

vidual pension accounts and thus become a part

in management fees was oﬀset by lower costs, and

125

At the end of June

refund of the overpayment to the Guarantee Fund

2016, the share of open pension funds’ net as-

(see Table 4.4). Despite a slight increase in techni-

sets in the households’ savings amounted to about

cal proﬁt, net proﬁt fell in the sector on the back

12%.126 .

of lower than in 2015 ﬁnancial revenues of man-

Open pension funds did not use ﬁnancial lever-

agement companies. The ROE ratio also declined,

age. According to the legal regulations, open pen-

which was driven by a decrease of cash disburse-

sion funds could not take out loans and credits for

ments from the Guarantee Fund.

an amount exceeding 1.5% of the value of the fund’s

ever, still remained at a very high level.

assets.127 At the end of June 2016, the ratio of pen-

In the ﬁrst half of 2016, the equity capital of pen-

sion fund assets to their net assets amounted to

sion fund management companies dropped signif-

of households ﬁnancial assets.

128

This ratio, how-

124 Item

5.3 of the legal justiﬁcation for the Constitutional Tribunal’s judgment of 4 November 2015. (case reference no. K1/14).
Development Strategy –- Capital Accumulation Programme”, presentation of the Ministry of Development, July 2016.
126 The value of net assets of open pension funds was added to household ﬁnancial assets.
127 Article 154 item 1 of the Act of 28 August 1997 on the Organization and Functioning of Open Pension Funds.
128 In the period from July 2014 to June 2015, payouts from the Guarantee Fund amounted to 650.9 million zlotys and in the period
from July 2015 to June 2016 – 72.6 million zlotys. More information on the issue is available in the previous editions of the Report.
125 “Responsible
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icantly. As in the two previous years this was due
to the dividend payouts to shareholders of pension

4.4. Cross-sector linkages

fund management companies, not only from current

of non-credit ﬁnancial

net proﬁt, but also from the supplementary capital.

institutions

It can be assumed that lowering the level of the management companies’ equity capital will continue, irrespective of the managed fund’s assets value.

Risk may stem from cross-sector linkages between
ﬁnancial institutions, including capital, ﬁnancing

The ratio of equity capital of pension fund man-

and credit links. In a situation of signiﬁcant turmoil

agement companies to assets of pension funds

in a particular sector interdependencies may lead to

managed by them has stabilised (see Figure 4.28).

the transfer of shocks to another sector (contagion

At the end of June 2016, the ratio amounted to 1.6%,

eﬀect). In the Polish ﬁnancial system, these ties have

as a year earlier. This was due to the simultaneous

a very limited scope.

decrease in the value of equity capital of pension
fund management companies and assets of open

For the non-credit ﬁnancial institutions sector, cap-

pension funds. The amount of equity capital of man-

ital ties with other institutions of the sector were

agement companies could be important in the case

more important than the ties with the banking sec-

of claims of open pension fund members against

tor (see Table 4.5). Exposures to the banking sec-

pension fund management companies 129 .

tor accounted for a small part of assets and liabilities of non-credit ﬁnancial institutions. The scale

Figure 4.28. The ratio of equity capital of pension fund man-

of ownership linkages with other sector institutions

agement companies to net assets of open pension funds

and brokerage houses increased. The latter were

managed by them

the dominant players in eight investment fund man-

Differential

Mean

agement companies. Their share in the equity capi-

Median

6%

tal of the management companies was 14.4% (30.6%

5%

of net assets of all funds). Insurance companies and
pension fund management companies were oen

4%

owned by entities of the same capital group (see Fig-

Acting as a depositary of investment fund may

6-2016

0%

12-2015

in which insurance holding companies prevailed.
6-2015

1%

12-2014

the pension fund management companies’’ sector,

6-2014

ure 4.29). The largest scale of the links concerned

2%

12-2013

3%

be a potential risk factor for the banking sector.
The role of the depositary includes, among oth-

Source: UKNF.

ers, ensuring the lawful performance of the duties
of funds, at least by constant control of their factual
and legal operations.

130

For any damages caused

129 In accordance with Article 48 (1) of the Act of 28 August 1997 on the Organization and Functioning of Open Pension Funds

the company
is liable towards members of the fund for any damage caused by non-performance or improper performance of its obligations related
to fund management and its representation, unless such non-performance or improper performance of such obligations is caused
by circumstances for which the management company is not liable and which could not be prevented despite best endeavours.
130 Article 72 (3) of the Act of 27 May 2004 on Investment Funds and Managing Alternative Investment Funds .
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by faulty execution of control functions, the deposi-

of 2016 reported earnings at the level, respectively,

taries are held liable, including liability for damages.

8.4 billion zlotys and 1.8 billion zlotys.132 Proﬁt from

In the event of a loss incurred by the participants

investment fund and pension fund management

of investment funds, their claims may be directed

companies sectors, which served as subsidiaries,

not only against investment fund management com-

amounted to 0.2 billion zlotys for each. Also ex-

panies, but also to depositaries. If the company and

posures arising from oﬀ-balance sheet transactions

the depositary belong to the same capital group,

(open credit lines and other liabilities granted re-

the claims process is facilitated – it is presumed that

lated to ﬁnancing and issued guarantees) concluded

the depositary knowingly failed to perform his/her

with these three categories of entities were minor.

131

133

duties.

Table 4.5. Cross-sector capital linkages
Subsidiaries

Figure 4.29. NFI sector assets managed by selected capital
Banks

ZU

groups

TFI
- number of entities
(majority share)

8

4

100%

(minority share)

–

2

90%

- share in capital of TFI (in %)

14.7

13.7

80%

- share in net assets of FI (in %)

15.2

11.9

70%

PTE

60%

- number of entities

50%

(majority share)

2

5

(minority share))

1

–

- share in capital of PTE (in %)

21.9

38.5

- share in net assets of OFE (in %)

6.0

52.6

ZU

PZU

Aviva

NN

Allianz

Axa

PKO

Pekao

Others

Metlife

40%
30%
20%
10%
0%

ZU

PTE

TFI

- number of entities
(majority share)

2

x

Source: UKNF.

8

x

Credit linkages of NFIs with banks were also lim-

- share in capital (in %)

3.5

x

ited. Loans to NFIs were a marginal part of the loan

- share in gross written premium (in %)

1.8

x

(minority share)

Note: The share of net assets of investment funds / open pension funds managed by investment fund management companies/ pension fund management companies and premiums written of insurance companies whose dominant shareholders are
banks or insurance companies, in the assets / written premiums
of the sector; data for pension fund management companies
at the end of 2015
Source: UKNF.

The impact of earnings of subsidiaries on the ﬁ-

portfolio of banks.

Similarly, deposits of non-

credit ﬁnancial institutions were not a signiﬁcant
source of ﬁnancing for banks. Their value remained
at a similar level to the previous year. In addition,
bank loans were not an important source of funding
for the NFI sector, and the share of deposits in NFI
assets was less than 10%.

nancial situation of parent entities was moder-

Investment links were also present between ICs

ate. Banks and insurance companies, which are usu-

and investment fund management companies.

ally dominant entities in groups, in the ﬁrst half

Life insurance companies oﬀering unit-linked in-

131 Article

73 (3) of the Act of 27 May 2004 on Investment Funds and Managing Alternative Investment Funds .
the consolidated results of the PZU group.
133 Exposure arising from derivatives is not included.

132 Including
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surance could manage the assets themselves or invest in shares of investment funds. Shares of domestic and foreign investment funds accounted for
nearly 70% of unit-linked investments (see Figure

Figure 4.30. Unit-linked insurance assets managed by insur-

ance companies and investment fund management companies
Foreign investment funds' shares

4.30). Withdrawing funds from unit-linked insur-

Domestic investment funds' shares
Unit-linked assets managed by insurance companies

ance could result in the redemption of these titles. In
60

addition, investment fund management companies
owned by insurance holding companies increased
the value of managed portfolios with one or more
more than half of the sum of portfolios managed
by investment fund management companies. This

40
PLN billion

ﬁnancial instruments.134 Their value accounted for

20

shows that insurance holding companies, through
the development of third-party asset management
activity within the owned investment fund management companies, diversiﬁed their sources of revenue

0
2009

2010

2011

2012

2013

2014

2015

06-2016

Source: UKNF.

and proﬁt.

134 This

activity is based on obliging a investment fund management company to make and implement investment decisions on behalf
of client, who le available cash or ﬁnancial instrument under the disposal of management entity
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Assessment of systemic risk in the Polish
ﬁnancial system
Poland’s ﬁnancial system functions in a stable man-

ing the whole ﬁnancial system and possible link-

ner, although the intensity of risks to its stability

ages within it. For that reason analysis of systemic

has increased in the period since the publication

risk is based on the concept of intermediate objec-

of the previous issue of the Report.

tives of macroprudential policy. The Financial Stability Committee, bearing in mind the recommenda-

Systemic risk is a risk of disruption to the func-

tions of the European Systemic Risk Board137 , as well

tioning of the ﬁnancial system, which if materi-

as taking into account the speciﬁcity of the Polish ﬁ-

alised interferes with the functioning of the ﬁnan-

nancial system, detailed the following intermediate

cial system and the national economy as a whole.

macroprudential supervision targets138 :

135

The objective of macroprudential supervision

(as a measure to maintain the ﬁnancial stability) is,

limiting the risk arising from excessive growth

in particular, to strengthen the resilience of the ﬁ-

or the size of indebtedness or leverage,

nancial system in the event of materialisation of systemic risk, and thus support long-term, sustainable
economic growth of the country136 . Identiﬁcation
of systemic risk requires analysis of the situation

limiting the risk arising from excessive mismatch between assets and liabilities, or the risk
of illiquidity in ﬁnancial markets,

in the ﬁnancial system in a way comprising not

limiting the risks arising from excessive con-

only sectoral analysis, but also processes inﬂuenc-

centration of exposures to entities or risk fac-

135 See

Article 4(15) of the Act of 5 August 2015. on Macroprudential Supervision of the Financial System and Crisis Management (Journal
of Laws of 2015, item 1513).
136 See Article 1(2) of the Act of 5 August 2015. on Macroprudential Supervision of the Financial System and Crisis Management (Journal
of Laws of 2015, item 1513).
137 see Recommendation of The European Systemic Risk Board of 22 December 2011 on the macro-prudential mandate of national authorities (ESRB/2011/3).
138 See Financial Stability Committee publication “Macro-prudential supervision in Poland, institutional and functional framework”,
http://www.nbp.pl/nadzormakroostroznosciowy/publikacje/Ramy_inst-funkc.pdf.
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tors and related links between ﬁnancial system

zero. Both the total debt of the private non-ﬁnancial

entities,

sector in relation to GDP, as well as the narrower ag-

reducing the risk resulting from inadequate incentives inﬂuencing the behaviour of ﬁnancial
institutions or their customers,

gregate – debt to banks and credit unions – were low
compared to other EU countries and grew at a rate
consistent with the long-term trend. The early warning models developed in NBP indicate that within

ensuring adequate resilience of the ﬁnancial

the horizon of four years, the risk of banking crisis

infrastructure.

associated with excessive lending is low.
The banking sector remains the dominant source

The systemic risk assessment comprises identiﬁca-

of ﬁnancing for the real economy. Bank lending

tion of potential weaknesses associated with the ﬁrst

grew at a rate that does not generate macroeco-

four intermediate macroprudential policy targets,

nomic imbalances. The growth rate of loans to non-

as well as the assessment of the resilience of the anal-

ﬁnancial sector remained close to the nominal GDP

ysed ﬁnancial institutions to the materialisation

growth. No signs of excessive easing of lending pol-

of risks. In addition, the systemic risk assessment

icy by banks were identiﬁed. Changes in banks’ lend-

discusses the possible sources of shocks which may

ing policies were partly dictated by adaptation to

lead to the materialisation of the risk. The analysis

the environment of low interest rates, as well as in-

includes areas corresponding to ﬁrst four out of ﬁve

creased ﬁscal burdens and were aimed at increas-

intermediate objectives. In the area of the ﬁh in-

ing the sales of loans with high spreads. The qual-

termediate objective, i.e. resilience of the ﬁnancial

ity of loans to the non-ﬁnancial sector and the ratio

infrastructure, the NBP examines the functioning

of loan losses to the value of the portfolio gradually

of payment systems and securities clearing and set-

improved. The quality of loan portfolio in large co-

tlement systems. The results of these analyses are

operative banks was worse than in other cooperative

presented in a separate publication - “Assessment

banks and commercial banks.

of the functioning of the Polish payment system”139 .
In recent years, the role of debt securities in ﬁnancing the enterprise sector has gained in importance.

5.1.

Analysis of possible
vulnerabilities
in the ﬁnancial system

The value of outstanding corporate bonds currently
corresponds to about 23% of bank credit forenterprises. Among the non-credit ﬁnancial institutions,
only investment funds are signiﬁcant buyers of these
instruments (with market share exceeding a quarter), but they represent only about 9% of fund as-

Risk arising from excessive growth or the size of in-

sets. The share of other non-credit ﬁnancial institu-

debtedness or leverage

tions in the ﬁnancing of the real economy is minimal

Currently, the risk of excessive lending is low.
The credit cycle in Poland is in the late phase of recovery, and the credit gap is negative and close to

and operations of that sector do not generate imbalances.
The role of credit unions in the ﬁnancing

139 See for example “Ocena funkcjonowania polskiego systemu płatniczego w I półroczu 2016 r.

(Assessment of the functioning of the Pol-

ish payment system in the ﬁrst half of 2016)”, www.nbp.pl.
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of the economy is also small (less than 1% of loans

been characterised by high growth rates. The share

granted to households). The diﬃcult capital situa-

of liabilities to ﬁnancial institutions is on a de-

tion of a signiﬁcant part of this sector reduces lend-

crease, including – which is particularly important

ing growth possibilities.

in the context of the currency risk – to foreign enti-

The current trends in the debt of the non-ﬁnancial

ties.

sector are not accompanied by the accumulation

The short-term liquidity risk in banks is low. This is

of imbalances in asset markets. Most of the ﬁnanc-

indicated both by levels of regulatory liquidity ratios,

ing of the real estate sector by the domestic ﬁnan-

and the level of liquid assets in banks. The buﬀer

cial sector ﬂows to residential real estate market.

of liquid assets is greater than the average in the EU,

This market is characterised by an increase in de-

and its structure is of high quality, i.e. it consists

mand and a corresponding increase in supply, which

mainly of NBP bills and government bonds.

remain close to balance. The increase in demand
is partly due to the investment demand stimulated
by low interest rates and the consequent reallocation of assets of households in the direction of real
estate. On the commercial real estate market, especially in oﬃce areas, an increase of oversupply is observed. Financing of this market by the domestic ﬁnancial sector is very limited.

Market risk is of little signiﬁcance for Polish banks
and results mainly from the mismatch of the balance sheet structure in terms of currency and interest rates within the banking book. The on-balancesheet currency mismatch in the banking sector is
hedged using derivatives transactions. Most banks
in Poland, both commercial and cooperative, are
characterised by a positive interest rate gap, which
means that the decline in interest rates causes ceteris

Risk resulting from excessive mismatch between

paribus a reduction of banks’ earnings. The results

assets and liabilities, or the risk of illiquidity in ﬁ-

of simulations, however, show that only a signiﬁcant

nancial markets

drop in interest rates could have a signiﬁcant impact

This risk relates mainly to credit and deposit institutions (banks and credit unions), which results
from the nature of their activities (ﬁnancing illiq-

on their ﬁnancial situation. Cooperative banks exhibit a higher sensitivity to changes in interest rates
than commercial banks.

uid assets with deposits, partially available on cus-

In the context of the diﬃcult ﬁnancial and capital

tomer’s request). To reduce the risk of a sudden out-

situation of the credit unions’ sector, institutions

ﬂow of deposits, these categories of institutions are

of that sector should pay special attention to liq-

covered by regulatory liquidity requirements, as well

uidity risk. In the period analysed, the liquidity situ-

as Bank Guarantee Fund guarantees. In case of liq-

ation of that sector was stable. The share of liquid as-

uidity problems, the central bank can provide these

sets in total assets has not changed, and most credit

institutions with support in the form of a reﬁnanc-

unions meet the supervisory liquidity requirements.

ing loan, unless the problems of a given institution

The ratio of loans and credits extended by credit

result from its insolvency.

unions to deposits does not exceed 60%.

The structure of ﬁnancing of the Polish banking

In the context of the sector of non-credit ﬁnancial

sector limits liquidity risk. The main source of fund-

institutions, the mismatch between assets and lia-

ing for domestic banks are deposits from the non-

bilities plays a minor role. This is due to the follow-

ﬁnancial sector, which for several quarters have

ing factors:
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the maturity structure of the balance sheet –

ment bonds increased and still remains at a relatively

in the insurance sector, due to the longer ma-

high level. The increased uncertainty and volatility

turity of technical insurance provisions com-

in global markets and a downgrade of Poland’s rat-

pared to assets and the inverted production cy-

ing were reﬂected on the currency, bond and stock

cle (payment of contributions in advance),

markets. This was reﬂected in, among others, in-

the nature of oﬀered products – in the case
of unit-linked insurance products, the longterm nature of the insurance policy limits

creased volatility of the zloty against the major currencies and the decreasing involvement of foreign
investors in the domestic stock and bond markets.

the possibility of withdrawing funds, and
in the case of closed-end investment funds

Risks arising from excessive concentration of expo-

the withdrawal of funds is possible only in cer-

sures to entities or risk factors and related links be-

tain periods,

tween ﬁnancial system entities

legislative solutions – in the case of open pension funds there is no possibility of early withdrawal of funds.
In case of open-ended investment funds liquidity

The portfolio of foreign currency loans, which is
an example of concentration of banks’ exposures
to risk factor, is a sensitive area of banks’ balance
sheets. The portfolio is associated with risk in several areas:

risk plays a role. The share of liquid assets in in-

credit risk, whose additional factor – compared

vestments of those funds has been decreasing for

to other portfolios – is the foreign exchange

some time. With a statutory obligation of an imme-

rate,

diate repayment of the value of redeemed participation units, despite the direct link between the liabilities of funds towards the participants with the value
of assets, the funds may be exposed to liquidity risk
in the absence of the possibility to liquidate their

the risk of non-rollover of hedging of a currency position (so far, even in a period
of strong market turbulence, the risk did not
materialise)

assets. Among open funds, debt funds had assets

liquidity risk associated with foreign exchange

characterized by the lowest liquidity. The decrease

changes, associated with the need to roll-over

in the level of liquidity of the funds’ assets can be ex-

of hedging of currency positions,

plained by the search for more proﬁtable investment
in the face of falling interest rates. So far, however,
no negative consequences of such actions have been
observed.

legal risk associated with litigation between
banks and borrowers.
Due to the so far existing buﬀers in the banking

In the analysed period, ﬁnancial markets func-

sector (capital) and households (income buﬀers),

tioned normally. The functioning of the domes-

foreign currency loans do not pose a systemic risk

tic money market was stable, although the intro-

even when large shocks are assumed. The sensitiv-

duction of a tax on assets contributed to a tem-

ity of this area is due to the exposure of borrowers to

porary decline of turnover on the market of unse-

market risk, which is diﬃcult for them to limit. Per-

cured interbank deposits and conditional transac-

sistently strong Swiss franc has not caused a signif-

tions. Liquidity of the secondary market of govern-

icant deterioration in this portfolio. This is mainly
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due to the substantial buﬀers allowing borrowers

bank deposits market are small, as evidenced

and banks to absorb the eﬀects of this phenomenon.

by the marginal contribution of the domino ef-

In case of the deterioration of repayments in that

fect in the capital needs resulting from the stress

portfolio, costs should increase due to high levels

tests. Linkages between non-credit ﬁnancial institu-

of LtV which characterize a signiﬁcant share of for-

tions and banks were also small. However, capital

eign exchange loans.

The value of banks’ expo-

links between non-credit ﬁnancial institutions were

sure decreases gradually along with the repayment

important, in particular insurance companies and

of principal of loans. Measures to reduce the value

investment fund management companies. These

of the portfolio of foreign currency loans, as long

linkages, apart from the relatively small inﬂuence

as it is related to currency conversion at the historical

of the ﬁnancial situation of investment fund man-

rate, can have a similar eﬀect to the materialisation

agement companies on revenues of insurance com-

of credit risk.

panies, may also potentially generate risk by mak-

The implementation of the proposed regulatory solutions aimed at refunding by banks to borrowers
parts of previously charged FX spreads would be
a signiﬁcant cost for banks, it would not, however,
constitute a threat to the stability of the ﬁnancial
system. Any other measures aimed at restructur-

ing conﬁdence in entities that share brands dependent on the situation of each of them. A signiﬁcant
increase in capital links between the insurance sector (PZU group) and the banking sector may be expected in the coming period. This need not, however, lead to an increase in systemic risk.140

ing the foreign currency loan portfolio should be designed so as not to lead to the weakening of banks’

The deposit guarantee and resolution system is

resilience to the materialisation of the risks and re-

an important indirect channel of linkages between

ducing their capacity for lending to the economy.

banks, as well as between banking sector and

Concentration of banks’ credit exposure – both
in terms of economic entities and in terms of industries – is not a major source of risk. The quality of receivables from the sections of the economy
which have the largest share in the loan portfolio of banks has improved or has not changed signiﬁcantly. Simulations performed for the purpose
of the Report show that most banks have capital
that allows them to absorb the impact of potential bankruptcies of the largest borrowers; however,
there is a group of cooperative banks, which are vulnerable to that risk.

credit unions. The source of ﬁnancing of potential
payments of deposits and restructuring problematic
banks and credit unions are mostly banks continuing to operate. In this context, an ongoing restructurization of the credit union sector and sensitivity
of some large cooperative banks to shocks increases
systematic importance of those linkages. Payouts
of deposits in years 2014—2016, which resulted from
problems in credit unions sector and some cooperative banks, signiﬁcantly aﬀects the amount of funds
which could be used in case of potential further
problems.

The necessity of rebuilding resources

of the Bank Guarantee Fund results in holding ﬁnan-

Contractual ﬁnancial linkages between institu-

cial burdens at elevated level. This in turn, ceteris

tions are currently not a major source of risk,

paribus might limit the ability of those institutions

although the role of these links may increase.

to increase capital buﬀers. Considering their lower

Interlinkages between banks through the inter-

proﬁtability, additional burden will pose a greater

140 See

Box 7 in “Financial Stability Report. February 2016”, NBP.
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challenge for cooperative banks.

be characterised by an increased ability to absorb
the eﬀects of the materialisation of the risk. In

Risk arising from inadequate incentives inﬂuencing the behaviour of ﬁnancial institutions or their
customers

this context, the identiﬁcation by the Polish Financial Supervision Authority of 12 banks as domestic
(i.e. “other”) systemically important institutions and
requiring them to hold capital buﬀers will contribute

The existence of“too big to fail” institutions (TBTF)

to strengthening the resilience of the ﬁnancial sys-

resulting from the high concentration of entities

tem to disruptions and may reduce the risk associ-

in the sector can lead to systemic risk. Such insti-

ated with the concentration of the banking market.

tutions can take excessive risks using their market
position and expectations of getting support from
the authorities.

Therefore, ﬁnancial supervision

may, in the case of banks, impose more stringent

In other sectors, a high concentration is observed
among credit unions. In the context of the diﬃcult
capital position of the sector, this increases the risks
associated with its functioning.

requirements on the institutions of the highest importance for the functioning of the banking system.
At the global level, similar requirements also apply
to the insurance sector.

The insurance sector and pension sector are characterised by a relatively high concentration, but
this does not generate a signiﬁcant risk. It is a result of a good capital situation of the largest in-

Compared to the European average, the Polish

surance companies, and institutional arrangements

banking sector is characterised by a low concen-

in the pension sector, which reduce the signiﬁcance

tration. This situation, however, may change due

of the resilience of individual pension funds to dis-

to the growing intensity of mergers and acquisitions.

ruptions.

They result both from the actions of some strategic
investors in Polish banks, as well as the development
of the involvement of the country’s largest insurance
group in the banking sector. Taxation of the assets
of the banking sector may strengthen the upward
trend of concentration due to higher proﬁtability
of large institutions and the resulting greater capacity to absorb the eﬀects of introducing the tax.
Institutions with the highest market share should

The risk of moral hazard may also refer to the behaviour of customers of ﬁnancial institutions. In
this context, possible measures to reduce the portfolio of foreign currency loans through the conversion at a non-market rate – as long as it results in incurring most of the costs of this operation by banks
– would encourage borrowers to use risky products
in the future, as it would raise expectations of a similar intervention by the authorities.

Box 4. Channels of inﬂuence of the low interest rate environment on the ﬁnancial system
Nominal interest rates are currently at a historically low level, which has both positive and negative consequences for the economy and the ﬁnancial system. This Box presents the most important structural changes
currently taking place and the sources of risk for the stability of the ﬁnancial system associated with the environment of low interest rates. This topic was analysed in the work of the European Systemic Risk Board (“ESRB”)1 .
This Box summarises the results of this work, and against its background, presents the most important conclusions
for the Polish ﬁnancial system.
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The ESRB analysed the impact of the low interest rate environment (“LIRE”) on the ﬁnancial system of the European Union in two scenarios, i.e.:
the long-term maintenance of low interest rates in the future, combined with a fall in the growth rate
of the economy – scenario low for long (“LfL”);
a gradual recovery and return to the pre-crisis interest rate level in the medium term – scenario back to
normal (“BtN”).
The return to the pre-crisis interest rate level scenario generates less serious sources of risk for the ﬁnancial
system of the EU compared to the long-term period of low interest rates and low economic growth. An increase
in interest rates will lead to greater debt servicing costs for borrowers who have loans with a variable interest
rate. This will lead to an increase in credit risk and could potentially have a negative impact on banks’ net proﬁts.
Moreover, in the BtN scenario a fall in the prices of ﬁnancial instruments with a ﬁxed interest rate should be
expected.
However, the threats appearing in the LfL scenario seem to be more signiﬁcant. The sources of risk and structural changes related to the long period of low interest rates, besides weakening the proﬁtability and resilience
of ﬁnancial institutions as a result of the fall in net interest margin and disappearance of certain business models,
also aﬀect the development and spread throughout the system of risky investment strategies (broad-based risktaking), and also increase the role of ﬁnancial markets in providing external funding to enterprises instead of bank
credit. In the later part of the Box, due to the importance of the potential consequences for the ﬁnancial system,
the consequences of the materialisation of the LfL scenario were analysed.
In the LfL scenario, it is possible to distinguish six main areas of impact of the LIRE on the stability of the banking
sector. These areas include the following: resilience (determined mainly by the level of proﬁtability and capital),
the credit cycle, the ﬁnancing of activities, transformation of liquidity and maturity, and also the interconnectedness
of entities in the ﬁnancial system as well as the concentration and structure of the market.
The resilience of the banking sector may be reduced due to the negative impact of the LIRE and the associated
low economic growth on banks’ proﬁtability and on the quality of assets. The proﬁtability of banks is important
because it determines the possibility to obtain capital, which constitutes a buﬀer ensuring resilience to potential
shocks, and also constitutes a base for the development of lending. Moreover, problems with proﬁtability encourage risky behaviours (gambling for resurrection) and hinder the banks from restructuring the impaired part
of the portfolio, as well as recognising losses incurred in this portfolio. The LIRE can encourage banks to extend
loans when the borrowers are not able to repay the principal, but are able to repay the interest. This could lead to
an accumulation of credit risk. The low level of interest rates leads to a fall in net interest income, because pressure
on the fall in interest rate on loans is accompanied by an inability to lower the interest rate on deposits accordingly
in the event that the reduction would lead to negative interest rates for depositors.
The LIRE may encourage greater leverage, which in turn would have a positive impact on lending growth
in the economy as long as demand for credit is not curbed by uncertainty and negative expectations related
to ﬂagging growth. However, concerns about the quality of the portfolio of loans granted during periods of low
interest rates seem justiﬁed. In the LfL scenario, a negative economic outlook may cause a fall in demand for loans,
in particular on the part of enterprises. However, at the same time this will be aﬀected by strong factors stimulating credit supply. The lower proﬁtability of individual bank products will motivate the search for economies
of scale. However, loans granted in a period of low growth may be characterised by lower quality. Lenders will be
motivated to broaden their client base by lowering the requirements on borrowers in the process of assessing creditworthiness. Besides this, when the assessment of creditworthiness takes place amid low interest rates, it creates
the possibility of underestimating the future debt-servicing burden on the borrower, which could grow in the case
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of an increase in the risk premium. In the context of the low interest rate environment, it is therefore important
to monitor the level of household and corporate debt.
The cost of market funding of banking activity in the LIRE is falling, particularly in the case of long-term funding, which may encourage banks to increase leverage by obtaining external wholesale funding. From the point
of view of ﬁnancial system stability, an increased share of wholesale funding on a variable interest rate in banks’
balance sheets should be treated as a potential vulnerability. Besides liquidity risk (understood as the risk of the inability to roll over funding, or the possibility of a sharp increase in its cost) wholesale funding may also entail
the cost of hedging an open FX position on the derivatives market, if it is obtained in a foreign currency.
It is diﬃcult to determine ex ante the impact of low interest rates on the transformation of liquidity and maturity
by the banking sector on the basis of theoretical premises. It should be expected that the banks will be able to
acquire liabilities with longer maturities. However, at the same time the need of increasing proﬁtability (search for
yield) will stimulate banks to increase their portfolios with assets with longer maturity, such as for example housing
loans and government bonds. The widespread search for proﬁtable and long-term assets by banks and also by noncredit ﬁnancial institutions in the LIRE will lead to a greater homogenisation of investment strategies, and thus
an increase in the risk of ﬁre-sales of ﬁnancial instruments in the case of a reversal of price trends.
The eﬀorts of banks to maintain the rate of return on equity may support consolidation tendencies in the banking sector and an increase in mutual capital ties involving credit and non-credit ﬁnancial institutions. The low
proﬁtability of banking activity and the limited possibilities to acquire capital on the primary market should be
a stimulus to search for economies of scale and increase the scope of business activity through acquisitions and mergers with other ﬁnancial market entities – both banks and non-credit institutions. In this way, the LIRE may boost
the eﬃciency of banks, which is necessary in the EU, but may also lead to the creation of more institutions that
are too big to fail or also an increase in the balance sheets of existing systemically important institutions. Factors
such as the alignment of investment strategies of ﬁnancial market entities, the search for high-yielding assets with
the acceptance of a higher level of risk, the increased role of ﬁnancial markets in both the direct provision of funding to enterprises and ﬁnancing bank lending, and also the above-mentioned mergers and acquisitions will lead
to increased mutual dependencies in the ﬁnancial system.
The persistence of the LIRE for a long period may also have a signiﬁcant impact on the situation and form
of the non-credit ﬁnancial institutions sector, in particular on the proﬁtability and liquidity of entities that have
in their oﬀer products guaranteeing a speciﬁed long-term rate of return. In Poland, this type of business model is
not present on a large scale. However, this risk may materialise in ﬁnancial systems of other EU member states, such
as Belgium, Germany, Portugal, and Croatia, in which life insurance with a guaranteed rate of return dominates.
Countries that are sensitive to the LIRE due to the very signiﬁcant role of pension funds that operate based on
the principle of deﬁned beneﬁts include Belgium, Germany, Denmark, Finland and the Netherlands. In the longer
term it should be expected that ﬁnancial institutions will withdraw products guaranteeing a long-term rate of return
from their oﬀer. This will result in the oﬀers of various ﬁnancial market entities becoming similar. The activities
of insurers and pension funds, like in the case of the existing business model of investment funds, will be based
on the principle of transferring the majority of the whole of investment risk onto the savers. Moreover, it should
be expected that this standardised and growing oﬀer for households to invest funds will become an important
alternative to safe but unattractive bank deposits.
The LIRE could become the cause of signiﬁcant structural changes in the ﬁnancial system in the European Union;
in particular the development of market forms of direct funding of enterprises should be expected (by the issue
of shares or bonds) instead of bank credit. The LIRE may also lead to an increase in the role of the ﬁnancial
market, among others, by the desire of savers to obtain higher returns on equity (search for yield). The enhanced role
of ﬁnancial markets as a source of obtaining long-term investment funding will mean increased ﬁnancial stability,
because it will increase diversiﬁcation of the sources of funding for the real sector, which is important, particularly
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during a diﬃcult ﬁnancial situation of banks. Political initiatives, led by the European Capital Markets Union, will
also have an impact on the development of direct ﬁnancing instead of bank credit.
The LIRE is conducive to the spread of riskier investment strategies due to their low ﬁnancing cost. The search
for yield may occur in the form of an increase in leverage, homogenisation and spread of risky investment strategies
on illiquid assets markets such as the real estate market and may also lead to the creation of price bubbles. The risk
of a change in market valuations can materialise in both the LfL scenario, through a change in the perception
of the risk premium in the face of a permanent slowdown in economic growth, and in the BtN scenario due to
losses on instruments with a ﬁxed interest rate and the risk of a ﬁre-sale of assets with falling prices. The LIRE
could be conducive to an increase in the role of asset management companies. The development of this type
of service along with the search for yield may increase the vulnerability of the system to risk related to illiquid
ﬁnancial markets.
Nominal interest rates in Poland, although at a historically low level, remain signiﬁcantly higher than in other
EU countries, while the majority of the above-mentioned channels of the negative impact of the LIRE on stability
have not had a signiﬁcant impact on the domestic ﬁnancial system.
The most important transmission channel through which historically low interest rates inﬂuence the ﬁnancial
system in Poland is the signiﬁcant impact, although varying between individual sectors, on the proﬁtability
and consequently resilience of ﬁnancial institutions. The fall in interest rates has led to lower earnings of banks.
In the Polish commercial banks sector, the decrease in interest margin was oﬀset by increased sales of consumer
credit as a product with higher proﬁtability and an increase in spreads in the housing loan segment. The profitability of credit products oﬀered by banks is currently growing. The decline in net interest margin has also been
halted, and the non-interest margin has increased, although the interpretation of this indicator is disrupted by oneoﬀ events (see Chapter 2.5.). However, the impact of the LIRE on the proﬁtability of the Polish banking sector
has been reinforced by the introduction of a tax on assets, whose economic consequences for the proﬁtability
of the banks is similar to the reduction in interest rates. Cooperative banks are more sensitive to a reduction in interest rates than commercial banks. This is due to both the repricing structure of their assets and liabilities, and the
greater share of net interest income in the net income from banking activity. In the case of credit unions, a further fall in interest rates could exacerbate the diﬃcult situation in this sector. Apart from a potentially negative
impact on the proﬁtability of ﬁnancial institutions, the low level of interest rates could, however, mitigate credit
risk in the LfL scenario due to the falling current cost of servicing credits and loans with a variable interest rate.
In the case of the Polish banking sector, a signiﬁcant increase in market funding of activity was not observed,
apart from the development of mortgage bonds. However, these are gaining in popularity mainly due to the need
to meet the new regulatory requirements regarding the acquisition of long-term funding, which – from the point
of view of systemic stability – should be assessed positively. Stability is also supported by the growing deposit
base in the banking sector, which could be related to the relatively high real interest rate and low attractiveness
of alternative forms of saving and investing.
The Polish sector of non-credit ﬁnancial institutions is very resilient to the level of interest rates compared to
certain other EU countries. Insurance products with a guaranteed long-term rate of return and pension funds
functioning according to the principle of deﬁned beneﬁts are not widespread in this sector. The observed increase
in the assets of investment funds (see Chapter 4.2.) in the Polish ﬁnancial system is not related to the LIRE, because
it mainly concerns the funds from enterprises that have been invested in closed-end funds, and solutions supporting
tax optimisation are of vital importance.
The eﬀects that are induced or enhanced by the economic processes related to the LIRE occurring in the EU are
also important for the ﬁnancial system in Poland. These include the inﬂow of investment to the commercial
real estate market and also consolidation tendencies in the ﬁnancial sector. Currently, no large imbalances
of asset prices that could be explained by the search for yield occur in the Polish ﬁnancial market. Only in the case
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of the commercial real estate sector can increased inﬂows of capital be observed. Investment in this sector is,
however, predominantly ﬁnanced by ﬁnancial institutions outside Poland, for which the rates of return in the Polish
market are attractive compared to the rates that can be achieved in the markets of the euro area. The exposure
of Polish banks to the commercial real estate market is insigniﬁcant. Another important eﬀect is the intensiﬁed
consolidation activities within the Polish ﬁnancial sector. Lower proﬁtability of banks in the EU inclines certain
banking groups to increase capital buﬀers by selling shares in Polish credit institutions. Moreover, consolidation
at the banking group level in the EU may have a direct impact on the ownership structure of the Polish banking
sector even in the absence of its direct involvement in the transaction.
Figure 1. The impact of low interest rates on the ﬁnancial system in Poland compared to the EU

Banks net interest income /
assets
Non-financial corporations
debt to GDP ratio

Banks return on assets
(ROA)

Forbearance ratio for total
loans

Household debt-to-gross
disposable income ratio

Stock price growth (avg. %
p.a. since 2011)

Credit-to-GDP gap

Approx. share of definedbenefit pension funds
Pension funds as % of
household financial assets

Adjusted median for EU

Life insurance as % of
hauoseholds financial assets
Approx. share of guaranteed
life insurance

Adjusted indicator for Poland

Note: The ﬁgure was created with normalised values of selected indicators and medians of these indicators for EU countries
to the unit value on the interval between the minimum and maximum /[(indicator - min) / (max - min) and (median - min) /
(max - min)]. Next, two indicators, i.e. Banks’ net interest income / assets, and also the ROA indicator in the banking sector were
adjusted to obtain an interpretation of the growth of their values comparable to the remaining indicators [(1-normalised value)].
The data were presented so that the higher values normalised to the indicator units represent growth of sensitivity of the system
to the environment of low interest rates. The share of guaranteed return life insurance is approximated by the share of non-unitlinked insurance in the technical provisions of life insurers. For Poland, due to the speciﬁc structure of products oﬀered by the
life insurance sector, this indicator overestimates the share of guaranteed return life insurance. The share of pension funds in
households’ ﬁnancial assets for Poland includes also assets of Open Pension Funds.
Source: ESRB.

Summing up, the LIRE has an impact on credit institutions to a greater extent than on other segments of the ﬁnancial market in Poland. However, the Polish ﬁnancial system remains resilient to the majority of the abovementioned sources of risk, which is illustrated in Figure 1. This ﬁgure shows the relative position of Poland
against the European Union member states for selected indicators that determine the sensitivity of the ﬁnancial
system to the low interest rate environment both from the point of view of system structure and the current market
situation.
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5.2. Possible risk triggers

for additional source of risk.
Global increase of uncertainty is of major impor-

Elevated uncertainty, which negatively aﬀects

tance for stability of the domestic ﬁnancial system

the economic outlook, currently aﬀects most

as it inﬂuences macroeconomic situation in the en-

of the largest economies. The uncertainty regard-

vironment of Polish economy, especially in coun-

ing the future economic policy results in an increase

tries that are Poland’s major trading partners.

of the risk aversion. This in turn may cause an in-

Their situation aﬀects the dynamics of the Polish

crease in volatility in the ﬁnancial markets as well

economy, and this in turn impacts the situation

as capital inﬂow to the safe asset markets. As a con-

of domestic borrowers. The growth forecasts pub-

sequence capital ﬂows might induce a correction

lished for developed countries, including the euro

of imbalances accumulated in some markets of as-

area, in the coming years point to a strength-

sets which hitherto oﬀered higher returns, where

ened economic recovery.

the inﬂow of capital was caused by the search for

of uncertainty raises concerns about the sustain-

yield, one of the eﬀects of the low interest rate en-

ability of the recovery. Furthermore, an inﬂuence

vironment (see box 4). An increase in risk aversion

of the economic slowdown in emerging economies

in the real economy may reduce enterprises’ propen-

would be observed in Poland manly due to its inﬂu-

sity to invest, which in turn will weaken, both,

ence on Poland’s main trade partners. Additionally,

short- (decline in demand) and long-term (lower

it could materialize through increase of risk aversion

capital accumulation) economic growth. This ef-

and volatility on ﬁnancial markets.

fect has a signiﬁcant impact on growth outlook
in the euro area, where the ongoing economic recovery is deemed fragile, due to, among others, low
share of investments in the economic growth. Another source of uncertainty in the EU is its weakened cohesion, exempliﬁed by the UK decision to
leave the European Union. Uncertain consequences

However, an increase

An increase of uncertainty in the environment of the Polish economy, increasing chances
of the occurrence of signiﬁcant negative shocks,
points to necessity of strengthening of resilience
of the domestic ﬁnancial system and of avoiding
actions which could weaken it.

of this decision, political instability as well as struc-

A major test for the resilience of the domestic ﬁ-

tural problems of the banking sector in some coun-

nancial system would be – apart from the sce-

tries of the euro area only increase the fragility

nario of a serious geopolitical conﬂict – the pes-

of the economic recovery in the EU. The ele-

simistic scenario of slowing growth in the euro

vated level of uncertainty regarding the future eco-

area, coupled with a strong increase in risk aver-

nomic policy in the United States and the EU, fur-

sion in the global markets.

ther backed by growth of the protectionism and

the outﬂow of capital to countries regarded as safe

populist sentiments, may weaken the economic

would probably also occur, which could translate

growth prospects, due to, among others, a slowdown

into an appreciation of the Swiss franc against

of the international trade. Moreover, despite some

the euro and the zloty.

symptoms of recovery, still weak economic situation

also slow the pace of economic growth in Poland.

in largest emerging markets, especially China (in

The main channel of the impact of such a scenario

the context of imbalances in the real estate and bank-

on the stability of the ﬁnancial system would be

ing sectors accumulated in that country), accounts

credit risk (responsible for about 90% of the capi-
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tal requirements of banks). Its increase would re-

associated with the business or ﬁnancial cycle, or

sult from both the worsening situation of enter-

the structure of the sector –- may have systemic

prises and the situation on the labour market, as well

implications. These are primarily operational risk,

as the depreciation of the zloty, which – if strong

in particular legal and technological risk. Legal risk

and long-lasting – could adversely aﬀect the quality

is associated with the possibility to incur large losses

of the portfolio of foreign currency loans. This sce-

or costs arising from administrative procedures or

nario could also have a negative impact on the prices

court litigations, which might be linked to foreign

of Treasury securities (which represent about 15%

currency loan portfolio or unit-linked life insurance.

of bank assets).

In this context, the interaction between public pol-

From the point of view of domestic challenges,

icy actions aimed at consumer protection and those

the implementation of some economic policy mea-

aiming to maintain ﬁnancial stability, becomes im-

sures present in the public debate may become

portant (see Box 5). Within technological risk, the

a source of risk. This applies especially to those mea-

area related to the operation of ICT systems and

sures that may directly aﬀect the reduction of capital

their exposure to failures and cyber-attacks is espe-

buﬀers or restrict the possibility of their accumula-

cially important. A potential materialisation of such

tion (by decreasing proﬁtability). A negative conse-

risks may have substantial implications for ﬁnan-

quence of this will be lower ability to absorb nega-

cial stability through the impact on the reputation

tive shocks by banks and their lower capacity to pro-

of the ﬁnancial institutions, and in extreme cases, on

vide lending.

their capacity to provide services and, in a broader

Besides the risks discussed above, there are also
other factors, which – although they are not strictly

context, on the level of conﬁdence in ﬁnancial institutions.

Box 5. Interdependencies between consumer protection and ﬁnancial stability
Financial market regulations fulﬁl three primary objectives: ﬁnancial system stability, stability and solvency of
individual institutions and protection of consumers of ﬁnancial services (Llewellyn, 1999)1 In recent years, much
attention has been focused on the relations between the ﬁrst and second objective, i.e. macro- and microprudential
policy. Consumer protection measures can be complementary to measures fulﬁlling the other objectives, yet in
certain situations they can come into conﬂict.
Preventive consumer protection measures can support ﬁnancial system stability. A signiﬁcant aspect of periods
of excessive credit growth is undervaluation of risk, excessive loosening of lending standards and oﬀering products
whose risk is not adjusted to the customer’s proﬁle. When under the pressure of growing competition such a policy
of ﬁnancial institutions becomes common practice, ﬁnancial stability is likely to be at risk. While not every credit
expansion ends in a crisis (Dell’Ariccia et al., 2012) and some crises can simply be a cost of development that needs
to be borne ( Acemoglu, 2009; Rancière, Tornell, Westermann, 2008), economic crises associated with excess debt
in the real sector bring about signiﬁcant costs in terms of “lost” economic growth. To the extent that consumer
protection policy leads to reducing the risk of excessive indebtedness, it can be regarded as a measure complementary to micro- and macroprudential policy. An example of a situation where the behaviour of ﬁnancial institutions
has contributed to excess customer indebtedness is the subprime credit market in the US prior to the global ﬁnancial crisis. The ﬁnancial institutions’ pursuit of maximising credit extension, coupled with the insuﬃcient ﬁnancial
knowledge of customers and the resulting information asymmetry, has led to the creation of risky loan portfolios2 .
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Another area of links between competition and consumer protection and ﬁnancial stability measures is their impact
on the market structure, with particular emphasis on the existence of systemically important institutions. However,
these issues are not discussed in this Box.
Consumer protection regulations and institutions are primarily intended to reduce the social costs of information asymmetry between contractual parties and moral hazard by the party in the advantageous position.
Such is the role of, among others, the disclosure obligations imposed on institutions oﬀering ﬁnancial products in
their relations with customers. At the same time, the presentation of information on the terms and conditions of
a contract alone does not necessarily reduce the asymmetry of information between the parties to the contract,
since the interpretation of such data oen requires expert knowledge. These issues gain particular importance
when the full eﬀects of ﬁnancial products are delayed in time, whereas the ﬁnancial institution’s interest does not
have to correspond with the customer’s interest even if their relationship is long-term. There are a number of EU
regulations whose aim is to reduce information asymmetry and protect consumers. 3 At the level of individual
countries, examples include legislative solutions concerning disclosure obligations relating to, e.g. granting foreign
currency-denominated loans.
The consumer protection issue is also referred to in domestic regulations aiming to maintain ﬁnancial stability. Recommendation S, concerning good practices in, among others, the extension of mortgage-secured credit,
exempliﬁes this. It provides guidelines on creditworthiness assessment and presenting possible consequences of
concluding the agreement to customers, e.g. those related to the interest rate risk or FX risk. Nevertheless, the
setting of practice standards and guidelines for ﬁnancial institutions is insuﬃcient to ensure their application. It is
necessary to be able to eﬀectively monitor and oversee the practices used in the sale of ﬁnancial products.
In Poland, the Oﬃce of Consumer and Competition Protection (UOKiK) is the entity authorised to control the
oﬀer of entrepreneurs, including ﬁnancial institutions, in terms of, among others, the reliability and completeness of presented information141 . While carrying out its statutory goal, the oﬃce can simultaneously support
ﬁnancial stability, most notably through the control of advertising and selling practices related to the extension of
credits and loans. An accurate presentation of information on the cost and characteristics of the ﬁnancial product
to the consumer increases the likelihood that they choose an oﬀer adjusted to their ﬁnancial capabilities, thus reducing the risk of overborrowing. In eﬀect, while pursuing its goal of consumer protection by ensuring an accurate
presentation of the oﬀer and adjusting it to the customer’s proﬁle, UOKiK also promotes ﬁnancial stability, being
in fact the ﬁrst institution engaged in the supervisory procedure.
The control of the conduct of ﬁnancial institutions in the area of relations with customers can also be helpful in
achieving microprudential supervision objectives, and thus the protection of solvency of individual institutions.
The use of practices unfavourable to customers may boost an institution’s ﬁnancial results in the short term, but
over a longer term it may increase the legal and reputational risk that the ﬁnancial institution is exposed to. Apart
from the direct costs of potential penalties, the materialisation of such risk may impair the long-term stability of
the institution’s business model due to loss of customer conﬁdence.
Competition and consumer protection bodies can also inﬂuence the functioning of the insurance market, investment fund market and pension fund market. The fundamental aspect liable to control is the transparency
of the oﬀer concerning insurance and saving products. Due to possible irregularities in this respect, the ﬁnancial
institution may run a risk of losing reputation as well as legal risk.
The importance of competition and consumer protection bodies in ensuring ﬁnancial stability increases in a
system where there are ﬁnancial ﬁrms operating without the supervision of ﬁnancial safety net institutions.
Excess household debt in unsupervised institutions increases the risk of diﬃculties with the repayment of debt taken
out in traditional institutions and can result in the problem becoming a systemic one. The possibility of controlling
the manner in which contracts with customers are concluded gives competition and consumer protection bodies
a unique opportunity of simultaneously protecting the consumer and limiting the risk associated with institutions

Financial Stability Report. December 2016

121

Chapter 5.

not covered by prudential supervision. Such a situation is, for example, the emergence of ﬁntech companies which
may take up a signiﬁcant part of the ﬁnancial services market without being initially subject to the supervision of
the Polish Financial Supervision Authority (KNF). The speed of changes in particular areas of the market due to
the emergence of services based on modern information technology is illustrated by the example of the passenger
transport market (Uber) or the tourist rental market (Airbnb).
Eﬀective preventive measures for consumer protection strengthen ﬁnancial stability. In the event of measures
used in response to actual infringements of consumer rights, especially in the form of ﬁnes imposed on institutions and an order of compensation payment to their customers, a conﬂict may arise between these public
policy goals. Imposing ﬁnes on institutions and compensating their customers could in some situations threaten
the solvency of ﬁnancial institutions and, as a consequence, cause a risk to ﬁnancial stability. In this case, when
the compensation for some consumers of ﬁnancial services may pose a serious threat to a diﬀerent category of
customers, e.g. depositors, the choice of appropriate action may prove diﬃcult. The dilemma becomes more signiﬁcant when the penalized entity is in ﬁnancial distress. In this particular case, there may be a conﬂict of the
values requiring protection, i.e. legitimate consumer rights vs. security of deposits held in the banking sector. The
scale of potential dilemmas can be seen in the results of the last edition of the EBA stress tests. In the edition
carried out in 2016, the potential aggregate losses related to misconduct risk under a shock scenario amounted to
71 billion euros, which corresponded to more than 20% of aggregate losses due to credit risk.
References:
D. Acemoglu (2009), The Crisis of 2008: Structural Lessons for and from Economics, MIT.
A. Ashcra, T. Schuermann (2008), Understanding the Securitization of Subprime Mortgage Credit, Federal Reserve
Bank of New York, Staﬀ Report no. 318
G. Dell’Ariccia, D. Igan, L. Laeven, H. Tong, B. Bakker and J. Vandenbussche (2012), Policies for Macroﬁnancial
Stability: How to Deal with Credit Booms, IMF Staﬀ Discussion Note, IMF SDN/12/06.
D. Llewellyn (1999), The Economic Rationale for Financial Regulation, Occasional Paper Series, No. 1, Financial
Services Authority.
R. Rancière, A. Tornell i F. Westermann (2008), Systemic Crises and Growth, Quarterly Journal of Economics, Vol.
123 (1), pp. 359-406.

1

In the Polish legal system, these objectives are deﬁned, among others, in the following acts: on Macroprudential Supervision
of the Financial System (Journal of Laws of 2015, No. 1513), on Financial Market Supervision (Journal of Laws of 2016, No.174)
and on Competition and Consumer Protection (Journal of Laws of 2015, No.184).
2 See Ashcra and Schuermann, 2008
3 They include Directive 2004/39/EC of 21 April 2004 on markets in ﬁnancial instruments, Directive 2008/48/EC of 23 April 2008
on credit agreements for consumers or Directive 20014/17/EU of 4 February 2014 on credit agreements for consumers relating
to residential immovable property.
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5.3. Resilience to risk
materialisation

The business model of the cooperative banking sector is a medium and long-term challenge. The sector does not fully utilize its development potential.
With its current business model and level of inte-

The key for resilience of the banking sector to

gration, cooperative banks are not able to ensure

the materialisation of risk are: the capital posi-

the scope and level of services expected by poten-

tion, proﬁtability of business allowing them to ab-

tial new clients, and at the same time, the eﬃ-

sorb unexpected increase in operating costs, as well

ciency of the banks remains low142 . The sector’s busi-

as liquidity buﬀers.

ness model needs to be changed. It should com-

The capital position of the Polish banking sector
is good, and in particular the sector exhibits low
leverage, which results both from the high value
of regulatory capital and the conservative level
of risk weights used to calculate capital adequacy.

prise closer integration (for example on the ﬁeld
of investing in technology) that allows, on the one
hand, to meet new regulatory requirements, and
on the other hand, to increase operational eﬃciency. The operations of cooperative banks should
continue to focus on ﬁnancing the lending needs

In the period under analysis, the earnings and

of households and small and medium-sized enter-

proﬁtability ratios of the banking sector decreased.

prises (SMEs). The knowledge of local markets is

A small group of institutions posted losses; however,

a signiﬁ- cant competitive advantage of the cooper-

they were low when compared with the scale of ac-

ative banking sector, whereas closer integration will

tivity and the level of regulatory capital. The de-

enable it to strengthen its market position and to

crease in the proﬁtability of the banking sector was

limit the ﬁxed costs. At the same cooperative banks

mainly driven by a reduction of net non-interest

should care about the adequate exploitation of in-

margin and a rise in the burden of operating costs

formation from local markets in the risk assessment

on earnings, which includes burden of banks related

of their activity in order to limit the risk of excessive

to the tax on assets. On the other hand, the de-

local links. When altering the business model, co-

cline in interest margin was halted.The proﬁtability

opera tive banks should avoid excessively expanding

of banks in the analysed period as measured by ROE

their activity in the areas in which they have no suf-

fell below the estimated market cost of capital. This

ﬁcient risk management potential. Such expansion

may adversely aﬀect the possibility of increasing eq-

may also lead to excessive concentration of the loan

uity by issuing shares.

portfolio (both in counterparty and sector dimen-

Some large cooperative banks are characterized

sion).

by reduced resilience to shocks. Proﬁtability of co-

The proﬁtability of the banking sector, measured

operative banks, especially large ones, was lower

by the return on assets, may be expected to fall

than average in the sector, which coupled with lower

in the future. This may be driven by an increase

average quality of a loan portfolio in large coopera-

of the value of tax on assets and a fall of net interest

tive banks and lover than average coverage of im-

margin. Proﬁtability might be, on the other hand

paired loans by provisions, indicates an increased

positively inﬂuenced by an increase of net interest

sensitivity of some banks in that group.

margin resulting from increase of credit margins and

142 More about the challenges to the cooperative banking sector in box 4.1.3.

“Wyzwania stojące przed sektorem banków spółdzielczych
”in NBP Report “Rozwój systemu ﬁnansowego w Polsce w 2015 r.”, www.nbp.pl.
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increase of share of high margin consumer loans

tained in this chapter should not be regarded as fore-

in the loan portfolio. Expected eﬀect of factors re-

casts of the situation in the banking sector.

ducing banks’ proﬁtability is however stronger than
of factors improving proﬁtability. The cost of refundinh FX spreads might also be a one-time factor
negatively aﬀecting proﬁtability.

Stress tests were carried out in three stages:
In the ﬁrst stage, the impact of the two macroeconomic scenarios (reference and shock)

In order to assess the resilience of the banking sec-

on the costs of the materialisation of credit

tor to potential shocks two approaches are used –

risk and on net interest income of banks was

macroeconomic stress tests and single-factor sim-

examined. In each of these scenarios, the ex-

ulations. The ﬁrst of these approaches allows as-

isting tax on asset in its present form was

sessing the resilience of banks to cyclical risk associ-

taken into account. The simulation excluded

ated with possible adverse changes in the economic

the potential adjustment measures of banks

environment. A speciﬁc, consistent shock macroe-

resulting from the introduction of this tax, in-

conomic scenario is assumed, and then banks’ re-

cluding changes in the structure of assets and

silience to its materialisation is tested.

The sec-

an increase in spreads on new loans. In addi-

ond approach aims to assess the risks associated

tion, the discussion covered the consequences

with structural factors, i.e. concentration of credit

of the refund by banks of FX spreads in accor-

exposures of banks.

dance with the dra act on the rules for the return of amounts due resulting from credit and

5.3.1. Stress tests

Methodology and assumptions

loan agreements presented by the Chancellery
of the President of the Republic of Poland.
In the second stage, the analysis of macroeconomic shock included the impact of an addi-

Stress tests that take into account a macroeco-

tional negative market shock on the capital po-

nomic shock, a market shock and a liquidity shock

sition of banks.

were performed to assess the resilience of banks
to negative shocks. The projected ﬁnancial posi-

In the third stage, the impact of the market

tion of the banking sector was examined conditional

shock on the liquidity position of banks was

on two scenarios: a reference scenario and a shock

analyzed.

scenario. The central path of the NBP macroeconomic projection from “Inﬂation Report. Novem-

The hypothetical capital needs of banks in both

ber 2016”, prepared under the assumption of con-

scenarios were set with the assumption that all

stant interest rates, served as the reference scenario.

the analysed banks must have regulatory capi-

The aim of the shock scenario was to quantify the ef-

tal ensuring the maintenance of the total cap-

fects of hypothetical shocks on domestic commercial

ital ratio and Tier I capital ratio at levels rec-

banks

143

in the period from the third quarter of 2016

ommended by the KNF and take into account

to the end of 2018. The results of the simulation

the pillar II additional own funds requirement for

for the reference scenario or other simulations con-

the risk of FX loans and the OSII buﬀer.

143 The
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the banks on which no additional own funds requirements and OSII buﬀer were imposed, the limit
levels of the ratios adopted in the simulation

Figure 5.1. Macroeconomic shock scenario against the fan

chart of GDP from “Inﬂation Report. July 2016”
7

were, respectively, 13.875% and 10.875% at the end
6

of 2018.144 The thresholds for capital adequacy ratios assumed in the analysis, which are the point
of the stress test and are used to determine the capital needs of banks, are much more restrictive
than the regulatory standards (minimum), which

GDP y-o-y %

of reference for the assessment of the results

5

4

3

2

results, among others, from risk assessments of indi1

vidual banks.

12-2018

3-2018

6-2017

9-2016

3-2015

12-2015

the above-described criteria would increase their

6-2014

0

It was assumed that banks complying with
loan and securities portfolios and other assets

Note: The red line denotes the shock scenario.
Source: NBP.

in the next quarter at the rate of quarterly growth

The following assumptions were made in the

of nominal GDP.

145

.

Additionally, growth rates

macroeconomic shock scenario:

for individual banks were made dependent on
their capital buﬀers above the supervisory require-

The global economic outlook will deterio-

ments. The balance-sheet value of the loan portfolio

rate due to an institutional crisis in the Eu-

was also aﬀected by charges to provisions for im-

ropean Union, which through increasing un-

paired loans, and the value of the portfolio of debt

certainty and the introduction of barriers to

securities– by the market shock.

the free movement of goods and services
within the EU, will contribute to reducing in-

Costs of banks due to the annual contribution

vestment and lower demand and price reduc-

and the prudential fee for BGF in the years 2017–

tions on the asset markets. This will lead to

2018 were calculated at the 2016 rates. A decreasing

a decline in GDP growth of the major eco-

relation to assets was assumed for net fees and com-

nomic partners of Poland.

missions income, and for other non-modelled proﬁt
and loss account items– a constant relation. Banks
complying with the supervisory recommendations
for capital adequacy were also allowed to pay
out dividends from proﬁts earned in the period starting from the ﬁrst quarter of 2016. The dividend rate
depended on the fulﬁllment by banks of the criteria
146

regarding capital ratios.

Increased uncertainty in global ﬁnancial markets will contribute to ﬂight to the safe havens,
which in turn will lead to a signiﬁcant strengthening of the Swiss franc against other currencies.
Under these assumptions, a signiﬁcant slowdown
in the pace of economic growth would take place

144 In

the vast majority of banks covered by the analysis, Tier I capital consists almost exclusively of Common Equity Tier I capital, and
therefore no separate criterion for the Common Equity Tier I capital ratio was adopted.
145 As far as GDP growth is positive. In other banks, the value of the assets does not change.
146 See “Stanowisko KNF z dnia 15 grudnia 2015 r. w sprawie polityki dywidendowej banków (The KNF stance of 15 December 2015 on
the dividend policy of banks)”.
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in Poland (see Table 5.1). The probability of such

liquidity-related turmoil on the liquidity situation

a combination of shocks and an economic slowdown

of the banks was also analysed. The purpose of this

as severe as resulting from the shock scenario can be

simulation was to check whether banks had an ad-

assessed as minor (see Figure 5.1).

equate buﬀer of liquid assets in the event of devel-

Table 5.1. Major economic indicators in the considered

macroeconomic scenarios (%)
2016

2017

2018

opments assumed by the scenario: a depreciation
of the zloty, a rise in Polish government bond yields
and, in addition, an outﬂow of part of foreign funding and a loss of conﬁdence both from other domes-

GDP growth y/y
Reference scenario

3.0

3.6

3.3

tic ﬁnancial institutions and entities in the real econ-

Shock scenario

3.0

1.6

0.7

omy, resulting in the withdrawal of a portion of their

Reference scenario

6.0

5.4

5.0

Shock scenario

6.1

6.5

7.7

Reference scenario

-0.6

1.3

1.5

Shock scenario

-0.4

1.4

0.0

Reference scenario

1.7

1.7

1.7

Shock scenario

1.7

1.4

0.6

LFS unemployment rate, annual average

deposits.148

CPI inflation y/y

The last element of the simulation was to analyse the impact of a potential bankruptcy of a bank

WIBOR3M

Source: NBP.

in the two macroeconomic scenarios on the condition of other banks through the so-called domino effect.

Results

A market shock was added to the macroeconomic

The majority of banks would meet the capital ad-

shock scenario in order to assess the impact of a po-

equacy criteria adopted in the analysis, if the ref-

tential rise in foreign investors’ aversion to risk to-

erence scenario were to unfold.

wards emerging markets and the region (resulting

needs of other banks would be high, inter alia

in capital outﬂow from Poland) on the situation

because of the more stringent supervisory crite-

of the banks. The outﬂow of capital would be re-

ria. The share of the assets of the banking sector

ﬂected in the growth of yields of Polish Treasury

of banks, which would have to increase their regula-

debt securities and the depreciation of the zloty. De-

tory capital to meet the criteria adopted for the anal-

preciation of the zloty would, in turn, aﬀect an in-

ysis would be 18%. The estimated value of a hypo-

crease in the capital requirements and the deterio-

thetical shortage of regulatory capital in these banks

ration in the quality of banks’ loan portfolios due to

at the end of the simulation period would amount

the rising zloty value of loans denominated in for-

to about 5 billion zlotys. This would mean the need

eign currencies and the associated increased loan re-

to signiﬁcantly raise them (i.e. 16% in relation to

payment burden on borrowers. The simulation as-

the end of June 2016) (see Table5.2). Losses arising

sumed an increase in bond yields by 300 basis points

from interbank market exposures would not push up

and the depreciation of the zloty against all major

the capital needs of banks, due to the low mutual

currencies by 30%.147

exposure of banks from these transactions. A large

The impact of a market shock and additional

part of banks that currently do not meet the KNF

The capital

147 Against

the bond yields and the zloty exchange rate as of the end of June 2016.
others, a withdrawal of 100% of deposits, 10% of loans and 25% of other liabilities towards foreign ﬁnancial institutions
was assumed, as well as and an outﬂow of unstable (not classiﬁed as core deposits) part of deposits of households, enterprises and
the general government sector, and respectively 5%, 10% and 10% of their other deposits.

148 Among
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recommendations would not be able to cover the

the average total capital ratio for the analysed sam-

capital shortfall by accumulating proﬁts, especially

ple of banks would fall from 17.1% to 16.3%, in the

in view of the burdens resulting from the tax on as-

banks requiring regulatory capital replenishment –

sets. Problems of banks that are already showing

from 15.2% to 12.8%.

low proﬁtability would also be greater. As a result,

Table 5.2. The results of macro stress test
Historical data
for the period
Q2 2015 – Q2 2016

Simulation results for the period
Q3 2016 – Q4 2018
reference
scenario1

shock
scenario

On average per year (as % of assets)
Charges to loan impairment provisions

0.50

0.67

1.04

Net interest income2

2.18

2.15

2.03

Net earnings

0.88

0.49

0.03

0.74

5.0

16.0

n/d

0.0

0.0

3

Capital needs (zloty billion)
Macroeconomic and market shocks
Domino effect

Additional information – market shock in the simulation period (zloty billion)
Change in bond value recognized in the profit and loss account

n/d

n/d

-1.4

Change in bond value recognized in capital

n/d

n/d

-17.0

Zloty depreciation impact (impairment charges to FX loans
to households) recognized in the profit and loss account

n/d

n/d

-3.7

1
2
3

The scenario is based on the central path of the NBP macroeconomic projection from “Inﬂation Report. November 2016. ”
“Net interest income” includes fees and commissions income on extended loans, but does not include interest income on debt securities.
The value of bank capital injection required to ensure that total capital ratios remain above 13.875% and Tier I capital ratios above
10.875% (for banks with additional own funds requirement for the risk of FX loans and OSII buﬀers imposed by the Polish Financial
Supervision Authority, criteria were increased accordingly).
4 At the end of June 2016, all the analysed banks met the pillar I capital regulatory standards. The share in the assets of the banking
sector of analysed banks that did not meet the tighter criteria for capital adequacy adopted for the stress tests, was 6.4%.
Note: The result of the simulation for the reference scenario or other simulations contained in this section should not be considered
as a forecast of the condition of the banking sector.
Source: NBP.
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Figure 5.2. Accumulated changes in the total capital ratio in the shock scenario (% of risk-weighted assets)

22%
20%
18%
16%
14%
factors affecting changes in the total capital ratio
over the simulation period

12%
10%
8%
total
capital
ratio 6-2016

retained
earnings
of Q1-Q3
2016

earnings
before
impairment
charges and
tax on assets

charges to
provisions for
loan impairment

tax
on assets

distributed
dividend

other changes
in regulatory
capital

change of
risk-weighted
assets

total
capital
ratio 12-2018

Notes: Green bars represent the amount of the total capital ratio of banks analysed at the beginning and the end of the simulation period
under the shock scenario. Factors with a positive inﬂuence on the average total capital ratio over the simulation period are marked with
purple bars, and those with an adverse inﬂuence – with yellow bars. The inﬂuence of these factors is expressed in percentage points.
“ Retained earnings of January-June 2016” is an assumed increase in the capital of banks by a part of undistributed (at the end of June
2016) proﬁt earned prior to the start of the simulation.
“ Earnings before impairment charges and tax on assets” are equivalent to net income from banking activity, less, among others, operating costs.
A “tax on assets” is an estimated amount of a tax on some ﬁnancial institutions, which the banks would pay in the simulation period.
The simulation assumed that banks with positive earnings and complying with the assumed minimum capital adequacy levels would
pay out a dividend, the rate of which depends on the fulﬁllment of the criteria for capital ratios speciﬁed in the “ KNF stance of 15
December 2015 on the dividend policy of banks ”.
The chart does not take into account the spread return costs
Source: NBP.

A potential refund of FX spreads would cause capi-

tion at the end of the simulation period would be

tal needs to increase by an additional 2.2 billion zlo-

about 16 billion zlotys (i.e. 28% of the banks’ regu-

149

tys , which would decrease the total capital ratio

latory capital at the end of June 2016). Losses aris-

by 0.4 percentage points, but would not inﬂuence

ing from exposures to the interbank market would

the number of banks that need capital increase.

cause a slight increase in capital needs of banks,
which would not however lead to a domino eﬀect.

Materialisation of the shock scenario would result

The average total capital ratio for the analysed sam-

in a situation, where the average rate of return

ple of banks would fall from 17.1% to 14.7%, and

on assets of the analysed banks would be close

in banks requiring a capital replenishment – from

to zero, and the share of domestic commercial

15.7% to 11.2%.

banks that do not meet the assumed capital thresholds in assets of the banking sector would amount

A potential refund of FX spreads would result

to 35%. The estimated value of the capital needs

in an increase in capital needs by an additional

of banks in the event of the shock scenario realisa-

5.7 billion zlotys, which would decrease the total

149 Part

of the cost of returning the spreads would be absorbed by the surplus capital in the banks above the thresholds included
in the analysis. It was assumed that the 8,8 billion zlotys would be refunded in the reference scenario while 10,9 billion in the alternative one. All the losses resulting from that were assumed to take place in 2017
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capital adequacy ratio by 0.9 percentage points and

sult150 . The materialisation of a restrictive scenario

an increase in the share of banks not complying with

of a major economic slowdown, coupled by addi-

the assumed capital thresholds in assets to 45%.

tional ﬁscal burden would lead to a signiﬁcant dete-

The liquidity risk simulation has shown an increase

rioration of capital ratios. More than a dozen com-

in the resilience of the banking sector. In the case

mercial banks (including some large ones) would

of materialization of a very restrictive shock sce-

be permanently unproﬁtable and face high regula-

nario, a group of domestic commercial banks with

tory capital deﬁcits, including ﬁve banks that would

a share of about 4% inassets of the sector would not

fall below the minimum regulatory standards. In

have suﬃciently high buﬀers of liquid assets to cover

such conditions, lending could be curbed, which

liabilities related to foreign capital outﬂow, the de-

would reinforce the negative impact of the shock on

preciation of the zloty and a decline in customer con-

the real economy and, consequently, on the credit

ﬁdence (see Figure 5.3) and their shortfall of liquid

risk borne by banks.

assets would total approx. 16 billion zlotys. In a sim-

The liquidity shock simulations have shown that

ulation conducted in the previous edition of the Re-

the banking sector’s resilience is good and has fur-

port, it amounted to 9% and 19 billion zlotys, respec-

ther improved. There is, however, a group of banks

tively. The improvement of the resilience of the sec-

with a heightened liquidity risk proﬁle.

tor is mainly due to a signiﬁcant increase in the portFigure 5.3. Assets of domestic commercial banks by cov-

folio of liquid assets.
It should be noted, however, that even banks,

erage of funds’ outﬂow with a buﬀer of liquid assets
in the shock scenario
40%

would have to use a signiﬁcant portion of their liq-

35%

uid assets. In total, they would have to sell or pledge
in repo transactions government bonds with the current value of about 100 billion zlotys. Under the conditions analysed in the shock scenario, the central
bank would most likely have to be involved to carry
out a substantial part of these transactions.

Share in banking sector's assets

which would maintain liquidity in the simulation,

30%
25%
20%
15%
10%
5%

capacity simulation indicate that resilience to
shocks of the banking sector has decreased substantially, mainly due to the deteriorating profitability of banks and their ability to supply their
regulatory capital with proﬁts earned. The introduction of new capital buﬀers in 2016 (see Box 2),
which increases the requirements concerning mini-

Over 200%

175 - 200%

150 - 175%

100- 125%

75 - 100%

125 - 150%

The results of stress testing and loss absorption

50 - 75%

***

25 - 50%

0 - 25%

0%

Coverage of funds outflow with buffer of liquid assets

Source: NBP.

The economic consequences of implementing
the proposals of return of foreign currency spreads
in the original form submitted in the Parliament
would signiﬁcantly lower the loss-absorption capacity of banks.

mal capital levels, has also some impact on this re150 Excluding

new capital buﬀers would, in the shock scenario, result in capital needs reduction of 1,5 billion zlotys
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5.3.2. Single-factor simulations
of materialisation of the risk
concentration of credit exposure
In order to assess the banking sector’s resilience151
to the materialization of the risk of credit exposure concentration, simulations were performed
regarding the impact on banks of a simultaneous
bankruptcy of the three largest non-ﬁnancial sector borrowers and the three largest non-ﬁnancial

ing a Common Equity Tier I capital shortage for fulﬁlling capital adequacy standards account for 11.6%
of the banking sector’s assets, and banks facing
Common Equity Tier I capital shortages to fulﬁl
the KNF-recommended capital ratios account for
13.6% of the banking sector’s assets. Most banks,
in which there would be shortages of capital, hail
from the cooperative banking sector and the share
of banks with capital shortages is greatest among
large banks.

borrowers in each bank.

The results of both simulations show that, in com-

The simulations take into account only balance

parison with September 2015, banks would need

sheet exposures and assume no realisation of collat-

more capital injections, but this is mainly due to

eral. It was also assumed that all loans with have

the tightening of capital standards in relation to

a 100% impairment and that the costs of created

the KNF requirements under pillar II and the intro-

charges to impairment provisions decrease, ﬁrstly,

duction of capital buﬀers (conservation buﬀer and

the bank’s current proﬁt not recognized as regula-

the OSII buﬀer).

tory capital, and subsequently the bank’s Common

the increase of potential losses (in both simulations

Equity Tier I capital. The simulation did not take

they increased by 31% and 14%, respectively).

Such inﬂuence is greater than

into account the exposures to domestic subsidiaries
and aﬃliates.
The results of the simulation of a simultaneous bankruptcy of the three largest borrowers
of the banking sector show that the risk of concentration would not signiﬁcantly impact the solvency
of banks lending to them. Loans from the analysed three borrowers are in the portfolios of 14
banks (with a 73% share in banking sector assets).
The losses arising from the bankruptcy of these borrowers (totalling around 11 billion zlotys) would not
cause capital shortages in banks both in the case
of the capital adequacy standards, and in the case
of the KNF-recommended levels of capital ratios.

5.3.3.

Resilience of other ﬁnancial
institutions to materialisation
of risk

Similarly to the case of banks, the key for resilience
of the credit union and insurance sectors and to
the materialisation of risk are: the capital position and proﬁtability of business allowing them
to absorb unexpected increase in operating costs.
For the resilience of the credit union sector liquidity
buﬀers are also of importance. In the case of pension fund management companies and investment
fund management companies institutional arrange-

The results of the simulation of the bankruptcy

ments, in particular the separation of balance sheet

of three largest borrowers of each bank indi-

of investment funds and investment fund manage-

cates that, for most banks, the losses will not

ment companies, play a vital role as they help to

threaten their solvency (see table 5.3). Banks fac-

ensure the continuity of providing services to cus-

151 The

simulations were performed on the data of domestic commercial banks and their foreign branches and on data of cooperative
banks. Branches of credit institutions and branches of BGK were excluded from the simulations.
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Table 5.3. Simulations of the impact of a hypothetical bankruptcy of three largest borrowers of each bank (according to

data for June 2016)
before simulation
–

after simulation
26,9

Share1 of banks in banking sector assets that are not compliant with
regulatory capital standards

1,5%

13,1%

including only banks that do not have capital buffers

1,2%

6,2%

Share1 of banks in banking sector assets that are not compliant with
levels of capital ratios recommended by KNF

3,6%

17,2%

Credit losses after simulation (zloty billion)

1

Share in assets of the domestic banking sector.
Source: NBP.

tomers, regardless of the ﬁnancial situation of man-

tions, as well as technical losses in the portfolio of car

aging entities.

insurance in non-life insurers. The largest category

The credit unions sector is characterized by relatively low resilience.

The capital condition

of the credit unions sector remains diﬃcult, al-

of ﬁnancial instruments in the assets of insurance
companies were government bonds, which ensures
high liquidity of assets.

though varied - the smallest unions are characterized
by the best capital adequacy. At the end of the sec-

The insurance sector is characterized by low sensi-

ond quarter of 2016, the capital adequacy ratio

tivity to interest rate risk. Domestic insurance com-

of the sector was below the required statutory min-

panies use a conservative interest rate to determine

imum. The capital situation of the sector would be

the provisions, which contributes to lower sensitivity

more diﬃcult aer all KNF recommendations had

of ﬁnancial results to the decrease in interest rates.

been fully met by all credit unions, which would

Most of the liabilities of insurance companies do not

cause their regulatory capital to fall into negative

generate interest rate risk, as insurance products do

territory. At the end of the second quarter of 2016,

not contain the rate of return guarantee.

credit unions showed a slightly positive ﬁnancial result. Still, the sector has a low eﬃciency.

In the case of other sectors analysed in the Report

Resilience of the insurance sector to shocks was

(investment funds and open pension funds), in-

good, as evidenced by the high capital level and

stitutional arrangements provide the opportunity

relatively high liquidity of assets. The domestic in-

to continue to provide services to customers even

surance sector had large surplus of own funds over

in the event of bankruptcy of the TFI and PTE.

the capital requirements, and the vast majority of in-

These solutions include in particular the separation

surance companies met the new capital adequacy re-

of balance sheet of investment funds and invest-

quirements. Own funds of life insurance companies

ment fund management companies, as well as bear-

exceeded capital requirements more than two times

ing the entire investment risk by the participants.

and non-life insurance companies more than three

The ﬁnancial and capital situation of the TFI and

and a half times. However, proﬁtability of the sec-

PTE sectors only aﬀects the capacity to cover losses

tor has deteriorated, which was driven by weaker in-

arising from non-performance or improper perfor-

vestment performance of life insurance companies,

mance of obligations related to the management

the introduction of a tax on some ﬁnancial institu-

of funds.
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a signiﬁcant cost to banks; however, it would

5.3.4. Recommendations

not be a threat to ﬁnancial stability. Possible
The role of the Report is, in addition to identiﬁca-

other actions aiming to restructure the port-

tion and assessment of risk occurring in the ﬁnan-

folio of foreign currency loans should be de-

cial system, to oﬀer measures and solutions aimed

signed in such way, so that they did not cause

at containing such risks. It is one of the methods to

a weakening of the resilience of banks to ma-

fulﬁl the mandate of performing activities eliminate

terialisation of threats and diminishing their

or contain systemic risk and to support the stability

ability to lend to the economy.

of the domestic ﬁnancial system (Article 3 paragraph
2 items 6a and 6b of the Act on NBP). In the opinion of the Narodowy Bank Polski, the implementation of the following recommendations is key to
the preservation of the stability of the Polish ﬁnancial system:
1. Measures

that

weaken

the

resilience

Actions related to the portfolio

of portfolio of foreign currency housing loans
should ensure that the stability of ﬁnancial
system is preserved. At the same time, the impact of measures that have already been im-
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of

tax

on

assets

has

contributed to reduction of proﬁtability
of the banking sector, which was also negatively inﬂuenced by the low interest rate environment and the necessity to ﬁnance the restructuring and payouts of guaranteed de-

of the banking sector to shocks should be
avoided.

Implementation

posits from some credit institutions. Having
in mind a dominating role of ﬁnancial results
in building capital by domestic banks, the decrease of proﬁtability might in long term limit
the increase of capital base necessary for lending.
2. In order to strengthen the cooperative

plemented, especially the tax on assets, on

banking sector,

the stability of the banking system, its ability

in the framework the created institutional

to lend to the economy and support economic

protection schemes and change of the busi-

growth should be monitored.

ness model focused on increasing eﬃciency,

Economic environment of Poland is currently

limiting costs of operating and concentration

characterized by strong uncertainty.

It is

of areas of activity where banks have poten-

related, among others, to concerns regard-

tial to manage the risk. The actions leading to

ing cohesion of the EU and economic pol-

the improvement of resilience should in par-

icy trends in the United States aer presi-

ticular apply to some of the large cooperative

dential elections. In such environment, in-

banks.

creasing the possibility of negative macroeco-

Cooperative and associating banks should pur-

nomic shocks adversely aﬀecting the economic

sue a timely implementation of measures and

growth in Poland, preserving high resilience

organisational and legal instruments within

of the banking sector is vital for the stability

the created institutional protection schemes

of the ﬁnancial system.

(IPS). A comprehensive and timely implemen-

Implementation of the legislative proposal

tation of all legal mechanisms as well as ap-

aiming to refund by banks to borrowers parts

propriate ﬁnancial arrangements is key for

of previously charged FX spreads would be

the safety of the functioning of the IPS. To

its further integration
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obtain full advantages and planned eﬀects

icy the possibility that interest rates rise

stemming from the introduction of the IPS

in the future. Banks should ensure that bor-

the participation of cooperative banks should

rowers taking out long-term ﬂoating inter-

be as broad as possible, while the mechanisms

est rate loans have suﬃcient income buﬀers

of supervision, reporting and risk manage-

in the event of a substantial increase in inter-

ment should also be properly used.

est rates.

3. The restructuring measures in the credit
union sector should be continued, to enhance the operational eﬃciency and increase
capital in the case of credit unions whose restructuring is possible. Undertaken measures
should minimize public costs of restructuring.

Interest rates in the interbank deposit market, on which the interest rates on housing
loans depend, are presently lower by around
3 percentage points than the average calculated from 2004. An acceleration of economic
growth may lead to an increase of market interest rates, which may bring about a faster
increase in loan servicing costs than the rate

Despite a minor role of the credit union
sector in ﬁnancing economy, its situation is
relevant from the systemic risk perspective
point of view because of its connections with
the banking sector through the system of deposit guarantees and resolution, as well as because of a signiﬁcant numer of its clients.
The capital position of many credit unions re-

of borrowers’ income growth. For this reason, borrowers should have incomes that will
allow them to service the loan even at a signiﬁcantly higher level of interest rates than
the current one. An element to reduce the sensitivity of borrowers could also be the expansion by banks of the oﬀer of long-term loans
with ﬁxed interest rate.

mains diﬃcult. The current trends in the area
of proﬁtability and capital position of these

5. Banks should pursue a particularly prudent

credit unions do not indicate that over time,

lending policy in the segment of commercial

these credit unions have managed to resolve

property loans.

their problems independently. For this reason,

The situation in the major segments of com-

the restructuring should be continued. Follow-

mercial property market (oﬃce and retail

ing the restructuring, credit unions should op-

property) shows that imbalances have been

erate based on the model of a strong common

growing, which in the environment of contin-

bond between members of each credit union.

ually rising supply may result in credit risk

In the cases of these credit unions which are

growth. Banks should demonstrate particu-

not able to function further, their exit from

lar prudence in examining the quality of loan

the market should be carried out in a manner

collateral, the reality of assumptions concern-

which minimises public costs, using the meth-

ing cash ﬂows generated by the property and

ods of full takeover or partial takeover of se-

the borrower’s loan repayment capacity.

lected property rights or selected liabilities
by domestic banks, using support tools provided by the BFG.
4. Banks should factor in their lending pol-
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6. Investment fund management companies
should take particular care to maintain an appropriate level of liquidity of assets of openended investment funds.
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5.3.. RESILIENCE TO RISK MATERIALISATION

The structure of these funds’ assets should en-

a prompt payout of related funds, also during

sure uninterrupted redemptions of investment

events of market turbulence.

fund units on the request of investors and
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Glossary
Adjusted net interest margin – the ratio of net interest income posted in a given period less interest income
on securities held and net charges to provisions for impaired loans to assets (or the relevant loan portfolio)
in this period.
Annualised data – in the case of data on ﬂows – the value of cash ﬂow in the preceding 12 months; in the
case of data on balance (stock); – average value of balance in the preceding 12 months.
Assets of limited liquidity – category of assets speciﬁed by KNF Resolution No. 386/2008 deﬁning liquidity
standards for banks. Approximately it consists of assets resulting from banking activities outside the wholesale ﬁnancial market.
Auto casco insurance AC – comprehensive auto insurance of land vehicles, excluding track vehicles, covering
damage in automobiles or land vehicles lacking own drive –- subsector no. 3 of the non–life insurance sector
according to the Act on Insurance Activity.
Automobile third party liability insurance OC – third party liability insurance for land vehicles with own
drive – subsector no. 10 of the non–life insurance sector according to the Act on Insurance Activity.
Availability of housing – measurement deﬁning the number of square metres of a ﬂat, which a person with
average income in corporate sector in a given city could aﬀord to buy at average transaction price in a given
market. The average price consists of 40% of the price in the primary market and 60% of the price in the
secondary market, which is reﬂected in the distribution of transactions in these markets.
Availability of loan-ﬁnanced housing – measurement deﬁning the number of square metres of a ﬂat, which
a person with average income in corporate sector in a given city could aﬀord to buy at average transaction
price in a given market, using a housing loan. This takes into account requirements of banks’ lending policies
and average market parameters of the loan (interest rate, maturity, minimal income remaining aer loan
instalment payment).
Available housing loan – the value of a potential maximum housing loan expressed as the multiplicity of a
monthly wage in the corporate sector in a given market. The value is calculated taking into account requirements of banks’ lending policies and average market parameters of the loan (interest rate, maturity, minimal
income remaining aer loan instalment payment).
Banking sector – all domestically incorporated commercial and cooperative banks as well as branches of
foreign credit institutions operating in Poland.
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Baseline credit assessment (BCA) – a main measure, developed by Moody’s, designed for the assessment of
the banks. Calculated in accordance with the new, implemented in March 2015, methodology, the measure
replaced the ﬁnancial strength rating. It presents the probability of default of the bank without any external
support and its scale depends on the ﬁnancial proﬁle of bank’s activity, qualitative factors, such as the level of
business’ diversiﬁcation and complexity, and corporate practices, as well as the status of the macroeconomic
environment in which the bank operates.
Combined Operating Ratio – the ratio of gross claims and expenses to premiums earned.
Commercial banks – all domestically incorporated commercial banks and branches of foreign credit institutions.
Consumer loans – credit card lending, consumer instalment loans and other consumer loans to natural persons.
Core deposits – stable part of non-ﬁnancial sector’s deposits.
Core liquidity reserve – category of assets speciﬁed by KNF Resolution No. 386/2008 of 17 December 2008,
deﬁning liquidity standards binding for banks. Approximately it consists of other receivables and other assets
in the amount obtainable within 7 days.
Credit Default Swap (CDS) – a derivative transaction under which the issuer undertakes to pay the buyer
contractually speciﬁed compensation in case of a credit event pertaining to a third party (the reference entity)
in return for remuneration in the form of a single/upfront or periodic payments (so called premiums). The
value of remuneration paid to the issuer of CDS is interpreted as a measure of perceived credit risk of the
reference entity.
Credit losses – net charges to provisions for impaired loans.
Cross Currency Interest Rate Swap – a derivative transaction under which the parties are obliged to the
periodic exchange of interest payments calculated on the basis of an agreed nominal amount for a set period
of time. Interest payments are denominated in diﬀerent currencies and calculated on the basis of interest
rates agreed for each currency. Transaction may involve the exchange of the nominal amount at the start or
at the end of the transaction (at a predetermined exchange rate).
Deposit rating (long–term) – a measure of the capacity of a ﬁnancial institution to repay its liabilities with a
maturity of 1 year or more. It reﬂects the risk of default and the scale of possible losses in the case of default
of a ﬁnancial institution.
Deposit rating (short–term) – a measure of the capacity of a ﬁnancial institution to repay its liabilities with a
maturity of less than 1 year. It reﬂects the risk of default and the scale of possible losses in the case of default
of a ﬁnancial institution.
Domestic banking sector – domestic commercial banks and cooperative banks.
Domestic commercial banks – domestically incorporated banks operating in the legal form of joint–stock
company or state bank.
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Eﬀective interest rate – the ratio of interest income (cost) to average value of claims (liabilities) in a given
period.
Funding gap – the diﬀerence between the amount of loans to non-ﬁnancial customers and the general government sector, and the amount of deposits accepted from those sectors, expressed as percentage of the
value of loans.
Gross written premium – the value of gross premium (before taking into account the share of reinsurers):
in the case of life insurance sector – payable under the contract within the reporting period, whether or
not the premium has been paid; in the case of non–life insurance sector, where the duration of coverage is
determined – amounts payable for the whole period of liability, notwithstanding its duration, arising from
the agreements concluded during a particular reporting period, whether or not the premium has been paid;
in the case of non–life insurance, where the duration Financial of the period of liability is not determined –
amounts payable during a particular reporting period, whether or not the premium has been paid.
Hedonic housing price index – accounts for diﬀerences in housing attributes (i.e. location, usable area, standard) sold in each quarter. The index should react to those changes in the sample smoother than the average
price growth or the median. The Hedonic price is the average transaction price from the base period multiplied by the hedonic index. For more information see the article by M. Widłak (2010) „Metody wyznaczania
hedonicznych indeksów cen jako sposób kontroli zmian jakości dóbr”[“Methods of computing hedonic price
indices as the way to control changes in goods quality”], Wiadomości Statystyczne no. 9.
Housing loans– loans on residential real estate for individuals and debts coming out from that kind of loans
that were bought.
Housing production indicator – twelve-month moving sum of the number of dwellings whose production is
in progress (dwellings which construction has begun aer deduction of dwellings completed).
Illiquid assets – category of assets speciﬁed by KNF Resolution No. 386/2008 deﬁning liquidity standards
binding for banks. Approximately it consists of assets not resulting from banking activities.
Impaired loan ratio – the ratio of loans with identiﬁed impairment to total loans.
Individual rating (SACP) – (the assessment of the rating agency S&P), a measure of long-term capacity of
ﬁnancial institution to perform its activities without the support of third parties, calculated on the basis of the
assessment of the risk of operating in diﬀerent countries in which it is active and the individual characteristics
of this ﬁnancial institution.
Interquartile range – the diﬀerence between the value of the third quartile and the value of the ﬁrst quartile
in the distribution of a variable.
JPM G7 Volatility Index, JPM EM Volatility Index -– risk indices for the FX market calculated by J.P. Morgan
Chase & Co. as the weighted average of 90-day implied volatility derived from at-the-money FX options
for USD against, respectively, 9 most liquid currencies from the developed countries and 14 most liquid
currencies from emerging markets. The weightings of individual currencies within the indices are based on
turnover data in the global market for FX options.
Large enterprises – enterprises that employ at least 250 persons.
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Leverage – according to CRDIV/CRR, the leverage ratio is calculated as the ratio of Tier 1 capital to the exposure measure that includes both on- and oﬀ-balance-sheet exposures. Traditionally, leverage is also described
as a ratio of assets to Tier 1 capital.
Loss ratio – the ratio of gross insurance claims and beneﬁts paid, increased by changes in the amount of
provisions for gross outstanding claims, to gross premium earned.
Loan-to-Value – the ratio of the value of loan outstanding to current value of property on which the loan
was secured.
Loans with identiﬁed impairment – loans from portfolio B for which objective evidence of impairment and
decrease in the value of expected cash ﬂows have been recognised (in banks applying IFRS) or loans classiﬁed
as irregular pursuant to the Regulation of the Minister of Finance regarding principles for creating provisions
for the risk of banking activity (in banks applying the Polish accounting standards).
M1 liquidity ratio – according to KNF Resolution No. 386/2008 on the establishment of liquidity standards
binding for banks, in case of banks with total assets over 200 million zlotys. It is deﬁned as the sum of primary
and supplementary liquidity reserves less the value of unstable external funds. The minimum value of the
ratio is 0.00.
M2 liquidity ratio – supervisory measure of bank’s liquidity deﬁned by KNF Resolution No. 386/2008 on the
establishment of liquidity standards binding for banks, in case of banks with total assets over 200 million
zlotys. It is deﬁned as the ratio of the sum of primary and supplementary liquidity reserves to the value of
unstable external funds. The minimum value of the ratio is 1.00.
M4 liquidity ratio – supervisory measure of bank’s liquidity deﬁned by KNF Resolution No. 386/2008 on the
establishment of liquidity standards binding for banks, in case of banks with total assets over 200 million
zlotys. It is is deﬁned as the ratio of the sum of own funds and stable external funds to the sum of non–liquid
assets and assets of limited liquidity. The minimum value of the ratio is 1.00.
Minimum Capital Requirement (MCR) – corresponds to an amount of eligible basic own funds below which
policy holders and beneﬁciaries are exposed to an unacceptable level of risk were insurance and reinsurance
undertakings allowed to continue their operations.
MSCI EM -– the stock index calculated by Morgan Stanley Capital International on the basis of stock indices
of 23 emerging markets, weighted by the free ﬂoat value of these instruments a given market.
MOVE -– risk index for US Treasury bond market calculated by Merrill Lynch Bank of America on the basis
of a 30-day implied volatility derived from Treasury options. The share of Treasury bond options of 2-year,
5-year, 10-year and 30-year maturities in the index amounts to 20%, 20%, 40% and 20%, respectively.
Net charges to provisions for impaired loans – charges to provisions for impaired loans less releases of
provisions for impaired loans in a given period.
Net income from banking activity – the sum of net interest income and net non–interest income.
Net interest margin – the diﬀerence between interest income and interest expenses, divided by average assets
in a given period.
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Non-interest income – the sum of income on fees and commissions, equities, other securities and other
ﬁnancial instruments with a variable income amount and the gain/loss on the swap position.
Operating costs – the sum of bank’s general expense and amortisation.
Overnight Index Swap (OIS) – a derivative transaction under which the parties are obliged to exchange
the diﬀerence between interest payments calculated on the basis of the ﬂoating and ﬁxed rate (OIS rate)
multiplied by an agreed nominal amount. The ﬂoating interest rate is computed by combining daily O/N
interest rates over the transaction period. Net settlement (without the exchange of the OIS nominal amount)
is made on the next working day aer the maturity date of the transaction.
Own funds of insurers – sum of basic eligible own funds and ancillary own funds. Basic eligible own funds
include the excess of assets over liabilities, as determined for solvency purposes, as well as subordinated
liabilities. Ancillary own funds include other items than basic own funds which can be called on demand
and serve to absorb losses.
Polonia – reference rate calculated on the basis of average weighted interest rate of unsecured O/N deposits
submitted on the domestic interbank market.
Portfolio B – a portfolio of assets separated in banks’ prudential reporting, comprising claims classiﬁed as
available for sale or held to maturity as well as all ﬁnancial instruments (including debt securities) classiﬁed
as loans and receivables.
Pre–tax proﬁt margin (TFI) – the ratio of gross ﬁnancial result and total revenues.
Price–to–book value ratio – ratio of the price of one share of a company to accounting value of capital per
share.
Small– and medium-sized enterprises – enterprises that employ fewer than 250 persons.
Solvency Capital Requirement (SCR) – corresponds to one-year Value-at-Risk (with conﬁdence level 99.5%)
of change of basic own funds of an insurance or reinsurance undertaking.
Stable external funds – category of assets speciﬁed by KNF Resolution No. 386/2008 deﬁning liquidity standards binding for banks. Approximately it consists of funds that the bank includes in stable funding sources,
in particular core deposits, own securities issued that are not included in regulatory capital, other liabilities
with the original maturity over 1 year, which the bank intends to renew and other liabilities resulting from
banking activities, whose plan of obtaining and renewing has been approved by the supervisory board.
Supplementary liquidity reserve – category of assets speciﬁed by KNF Resolution No. 386/2008 of 17 December 2008 deﬁning liquidity standards binding for banks. Approximately it consists of receivables and other
assets in the amount obtainable within 7–30 days.
Systemic risk – a risk of disruption in the ﬁnancial system with the potential to have serious negative consequences for the internal market and the real economy (in accordance with the Regulation of European
Parliament and Council (EU) No. 1092/2010 of 24 November 2010 on the EU macroprudential oversight of
the ﬁnancial system and establishing a European Systemic Risk Board).
Technical proﬁtability of the insurance – ratio of technical result to premiums earned, net of reinsurance.
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Technical proﬁtability on pension fund management – ratio of technical proﬁt from pension fund management to revenues from pension fund management.
Technical proﬁt/loss of PTE from the management of pension funds – the diﬀerence between revenues
from managing pension funds (inter alia, fees from premiums paid–in and remuneration for pension fund
management) and the costs of pension fund management (inter alia, commissions for ZUS on premiums
paid–in, the costs of acquisition, PTE general costs).
Technical provisions – the amount of insurance liabilities arising from insurance contracts.
Technical result – the diﬀerence between income from premiums as well as the so-called other technical
income and claims and beneﬁts paid, changes in insurance provisions, the costs of conducting insurance
activity (inter alia, administrative and acquisition expenses), the so-called other technical costs and a part of
income from investments.
Unstable external funds – category of assets speciﬁed by KNF Resolution No. 386/2008 deﬁning liquidity
standards binding for banks. Approximately it consists of funds not included in stable external funds.
Vacancy rate – relation of vacant space to the accumulated (total) supply of commercial space in a particular
location, e.g. town or district.
Value at Risk – maximum loss that can be incurred in a given time horizon with a given conﬁdence level,
estimated on the basis of historical data.
Viability rating – individual rating assigned to institutions by Fitch Ratings advising of the ﬁnancial condition
of single entities.
VIX -– risk index for the equity market calculated by the Chicago Board Options Exchange on the basis of a
30-day implied volatility derived from the out-of-the-money options for equities included in S&P 500 index.
High level of the index indicates an elevated risk aversion.
VXEEM -– risk index for equity markets of emerging economies calculated by the Chicago Board Options
Exchange on the basis of a 30-day implied volatility derived from the out-of-the-money options on the units
of MSCI EM exchange-traded fund.
ZKPK Index – cumulated index of changes in banks’ credit standards.
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AC
BAEL

Auto Casco
Badania Aktywności Ekonomicznej Ludności

BFG

Bank Guarantee Fund

BGK

Bank Gospodarstwa Krajowego

BGŻ

Bank Gospodarski Żywnościowej

BIK

Credit Information Bureau

BOŚ

Bank Ochrony Środowiska

BRIC

Brasil, Russia, India, China

BRRD

Bank Recovery and Resolution Directive

BZ WBK

Bank Zachodni WBK

CDS

Credit Default Swap

CIRS

Cross-currency Interest Rate Swap

COR

Combined Operating Ratio

CPI

Consumer Price Index

CRD

Capital Requirements Directive

CRR

Capital Requirements Regulation

CTI
DStI
EAPP
EBA
EC
ECB

Cost-to-income ratio
Debt-service-to-income-ratio
Expanded Asset Purchase Programme
European Banking Authority
European Commission
European Central Bank

Ecoﬁn

Economic and Financial Aﬀairs Council

EIOPA

European Insurance and Occupational Pensions Authority

ESRB
EU
EURIBOR
EURO STOXX 50

European Systemic Risk Board
European Union
Euro Interbank Oﬀered Rate
Stock index of the 50 biggest companies in the euro area by value of shares in
free ﬂoat
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EURO STOXX

Stock index of the biggest banks in the euro area

BANKS
Fed
FI
FOMC

Federal Reserve System
Investment fund
Federal Open Market Committee

FRA

Forward Rate Agreement

FSC

Financial Stability Committee

GDP

Gross domestic product

GPW

Warsaw Stock Exchange

GUS

Central Statistical Oﬃce

HH
IFRS/IAS

Hui-Heubel ratio
International Financial Reporting Standards / International Accounting
Standards

IMF
IPS

Institutional Protection Scheme

IRB

Internal Ratings Based Approach

JSW

Jastrzębska Spółka Węglowa

KDPW

Central Securities Depository of Poland

KNF

Polish Financial Supervision Authority

LCR

Liquidity Coverage Ratio

LIBOR
LTGA

London Interbank Oﬀered Rate
Long Term Guarantees Technical Assessment

LtV

Loan-to-value

MA

Matching Adjustment

MBS

Mortgage–backed Securities

MCR

Minimum Capital Requirement

MdM

“Home for the Young”

MPC

Monetary Policy Council

MREL

Minimum Requirement for own funds and Eligible Liabilities

mWIG40

Warsaw Stock Exchange index of medium–sized companies

NASDAQ

National Association of Securities Dealers Automated Quotations

NBP
NIF
NIM

Narodowy Bank Polski
Non-credit ﬁnancial institution
Net interest margin

NSFR

Net Stable Funding Requirement

NYSE

New York Stock Exchange

O/N
OC
OECD
OFE
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International Monetary Fund

Overnight
Third party liability insurance
Organisation for Economic Co-operation and Development
Open Pension Fund
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OIS
ORSA
PKO BP
PM
POLONIA

Overnight Index Swap
Own Risk Solvency Assessment
Powszechna Kasa Oszczędności Bank Polski
Primary market
Polish Overnight Index Average

PSR

Polish Accounting Standards

PZU

Powszechny Zakład Ubezpieczeń

QIS

Quantitative Impact Study

ROA

Return on Assets

ROE

Return on Equity

S&P

Standard & Poor’s

S&P 500

Stock index of 500 companies listed on NYSE or NASDAQ with the highest
value of shares in free ﬂoat

S/W
SACP
SCR
SKOK
SM

Spot week
Stand-Alone Credit Proﬁle
Solvency Capital Requirement
Credit unions
Secondary market

SME

Small and medium-sized enterprise

SNB

Swiss National Bank

sWIG80

Warsaw Stock Exchange index of small companies

T/N

Tomorrow next

TCR

Total Capital Ratio

TFI
UFK
UKNF
VA

Investment fund management company
Insurance investment fund
Oﬃce of the Polish Financial Supervision Authority
Volatility Adjustment

VaR

Value at Risk

VAT

Value Added Tax

WIBOR
WIG
WIG20

Warsaw Interbank Oﬀered Rate
Main index of the Warsaw Stock Exchange
Warsaw Stock Exchange index of 20 largest companies by the value of shares
in free ﬂoat

WIG–Banki
WIG–Energia

Warsaw Stock Exchange index of banks
Warsaw Stock Exchange index of energy industry

WSE

Warsaw Stock Exchange

ZBP

Polish Bank Association

ZU
ZUS

Insurance company
Social Insurance Institution
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