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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, highly
adverse and low-probability 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 in Poland. 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 the NBP due to its statutory tasks to eliminate or reduce
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, the 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 2017 (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 30 November 2017.
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Executive summary

Executive summary
Poland’s ﬁnancial system is functioning in a stable

ply. In this context, the barriers that could reduce

manner, and the intensity of risks to its stability has

the supply of dwellings in the future are of signiﬁ-

not changed signiﬁcantly since the publication of the

cance. In an environment of low interest rates, an

previous issue of the Report.

onset of price growth could become the catalyst for

The domestic economic environment supported the
functioning of ﬁnancial institutions in a stable manner. The Polish economy does not exhibit signiﬁcant macroeconomic imbalances. The debt of nonﬁnancial enterprises and households remains at a
moderate level. The growing consumption of households, along with stronger investment activity of the

speculative investment. In this context, the likelihood of an imbalance caused by supply or demand
shocks is growing. An imbalance in the commercial
real estate market (mainly oﬃce real estate) persists,
which however does not pose a systemic threat as the
extent of funding of this market by domestic banks
is small.

public sector, contributed to improving the pace of

The maintenance of banking sector stability is the

economic growth in the ﬁrst half of 2017.

key prerequisite for ﬁnancial stability in Poland as

However, the risk stemming from the external environment of the Polish economy remains at an elevated level. Optimism in global markets, reﬂected in
higher share prices and corporate bond yields, may
raise concerns about an excessive deviation of the
prices of ﬁnancial instruments from their fundamental values and an increase in the risk of a large price
correction. The US stock exchange indices reached
their record highs again. In the context of the his-

banks are the main source of ﬁnancing for the economy and bank deposits are the largest component of
household ﬁnancial assets.
The credit cycle in Poland remains at the border between the recovery phase and the expansion phase. Credit growth in the period under
analysis was only slightly higher than that of
nominal GDP growth.

torically low realised and expected volatility of the

The rate of lending growth did not create im-

prices of ﬁnancial instruments, these developments

balances in the economy and the ﬁnancial sys-

imply an increased sensitivity of the global ﬁnancial

tem, and it also did not impede economic

system to shis in the propensity to take investment

growth. The countercyclical buﬀer remains at

risk.

0%. The are no signs of an excessive easing of

The domestic residential real estate market is in an
expansion phase, with balanced demand and sup-

Financial Stability Report. December 2017

banks’ lending policy.
The quality of the loan portfolio of banks was
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stable. The portfolio of foreign currency mort-

the downward trend of bank proﬁtability con-

gage loans is a vulnerability of part of the bank-

tinue, it would be an undesirable develop-

ing sector. As borrowers have income buﬀers,

ment. The major determinants of bank prof-

the quality of the portfolio – despite signiﬁ-

itability recently, have been, in addition to the

cant foreign exchange shocks – is very good.

tax on assets, an increase in net interest mar-

Coupled with the signiﬁcant capital buﬀers of

gin and a fall in non-interest margin. Although

banks, this shows that the economic risk asso-

the non-interest margin continued to dimin-

ciated with this portfolio is not systemic. This

ish, the fee and commission margin (its main

portfolio may become a source of systemic risk

component) stabilised, which halted a persis-

in case of entry into force of legislative solu-

tent decline since 2011. The burden of credit

tions that provide for the forced currency con-

risk costs on banks’ earnings did not change

version of the loans at an exchange rate sig-

substantially, and the ratio of loan losses to

niﬁcantly diﬀerent from the current market

the value of loans stabilized at the lowest level

rate. Implementation of the respective Rec-

since 2008. On the other hand, the burden of

ommendation of the Financial Stability Com-

operating costs on earnings rose, which was

mittee helped to reduce the risk.

mainly driven by the introduction of the tax

Banks are exposed to market risk to a limited extent.

The open net FX position is

The capital position of Poland’s banking sec-

marginal due to the closing of the banks’ open

tor is good, and is accompanied by low lever-

on-balance sheet FX position with oﬀ-balance

age. In the period under consideration, banks

sheet transactions. Interest rate risk in the

continued to increase their regulatory capital,

banking book is limited from the perspec-

maintaining its high level. The average total

tive of the entire sector, although cooperative

capital ratio rose again to reach 18%. Most

banks demonstrate greater sensitivity of earn-

banks comply with the supervisory require-

ings to a potential interest rate decrease than

ments, including the requirement to maintain

commercial banks.

capital buﬀers. All banks with large portfolios

The high share of deposits, especially household deposits, and a simultaneous decrease in
wholesale funding supports stable funding of
banks and mitigation of liquidity risk. The
share of liquid assets in banks’ balance sheets
stabilised at a high level. Banks fulﬁl the supervisory liquidity ratios.

10

on assets.

of FX mortgage loans to households fulﬁlled
the Pillar II capital requirement.
The results of stress tests and the loss absorption capacity simulations indicate that most banks are capable of absorbing the eﬀects of shocks associated
with future threats identiﬁed in the ﬁnancial system
and its economic environment. However, a realisa-

Banks’ proﬁtability declined again. Retained

tion of a restrictive scenario involving an economic

proﬁts are the main source of capital in Poland,

downturn would bring about a substantial fall in the

and the size of capital buﬀers is a key pa-

capital ratios. Systemic risk, which is understood as

rameter for the resilience of the banking sec-

the risk of distortion of the provision of ﬁnancial in-

tor to shocks and a prerequisite for growth of

termediation services by banks, would not materi-

funding to the economy. Therefore, should

alize due to the relatively high initial levels of the

Narodowy Bank Polski
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capital ratios at banks. Due to the decline in banks’

the regulatory minimum capital requirements; how-

proﬁtability, the cost of capital raised on the mar-

ever, the liquidity requirements are complied with.

ket exceeds the return on assets, which may reduce

The quality of the loan portfolio remains poor. The

the possibility of capital replenishment via an issue

high share of those items in regulatory capital which

of shares or subordinated bonds. The persistence of

cannot be used to cover losses of previous years gives

substantial uncertainty in Poland’s external environ-

reason for concern.

ment indicates that it is necessary to preserve good

Given the business models applied in Poland, the

resilience of the banking sector and avoid public pol-

sector of non-credit ﬁnancial institutions does not

icy actions that could undermine it.

generate signiﬁcant risks to ﬁnancial stability.

The cooperative banks sector is stable. Cooperative

This sector is not a signiﬁcant source of fund-

banks mostly fulﬁl the supervisory and liquidity re-

ing to the economy.

quirements. Nevertheless, the low interest rate envi-

ﬁnancial institutions use leverage only to a

ronment and the low eﬃciency associated with the

small extent.

Moreover, non-credit

sector’s business model pose a challenge to the profitability of cooperative banks and their capacity to

Insurance companies oﬀer traditional insur-

expand. Some banks, especially larger ones, hold

ance services and do not generate liquidity

signiﬁcant exposures to riskier assets, which – in the

risk. Products with a guaranteed rate of re-

case of insuﬃcient risk management competence –

turn, which are a vulnerable area in the envi-

may jeopardise their stability. In their case, a worry-

ronment of low interest rates, are not widely

ing development is their poor asset quality and rela-

oﬀered by insurance companies in Poland.

tively high concentration of the loan portfolio amid

The insurance sector is characterised by high

a low coverage of impaired loans by impairment pro-

capital adequacy ratios, which ensures a conti-

visions. Experience so far from the functioning of

nuity of the provision of services. The ﬁnancial

institutional protection schemes (IPSs) in coopera-

and technical results of insurance companies

tive banking is positive and indicates that the sta-

improved in the ﬁrst half of 2017.

bilization mechanisms in the sector are proving ef-

Investment funds form a sector with a large

fective. Therefore, the fact that a number of coop-

scale of activities. Their net assets reached

erative banks remain outside the IPSs is a negative

their all-time high, mainly as a result of growth

development. The key role of associating banks in

of asset valuations and inﬂows of funds from

the IPSs and their strong deposit links with cooper-

households. The key risk is liquidity risk for

ative banks indicate that it is important to ensure a

the sector, as it is potentially signiﬁcant for

safe operation of associating banks by, among oth-

open-ended investment funds. The share of

ers, high quality risk management and adequate cap-

liquid assets of open-ended investment funds

ital levels.

has dropped slightly and was lower than the

The condition of the credit union sector remains dif-

average for the last three years.

ﬁcult and restructuring of credit unions continues.

Liquidity risk is, in principle, non-existent in

The number of active credit unions as well as the

the open pension funds sector because of the

value of assets of the sector is gradually decreas-

lack of the possibility of withdrawal of funds

ing. A large portion of the sector still does not fulﬁl

by fund participants before they have become

Financial Stability Report. December 2017
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eligible for pensions and the continuous inﬂow

Narodowy Bank Polski presents a number of rec-

of contributions.

ommendations aimed at preserving the stability of

Interconnectedness between ﬁnancial institutions,
including capital, ﬁnancial and credit links, may create risks to ﬁnancial stability. However, deposit and
credit links in the banking sector were insigniﬁcant,
except for links between associating banks and associated cooperative banks. The purchase of a controlling stake in Poland’s second largest bank (in terms
of asset value) in the ﬁrst half of 2017 by the largest
insurance group changed the scale and nature of

Poland’s banking system. The recommendations are
described in detail in the last chapter of the Report.
They pertain to the following:
the restructuring of foreign currency housing
loans by way of voluntary agreements between
banks and borrowers, in line with the Financial Stability Committee Recommendation of
13 January 2017,

inter-sector linkages. It also signiﬁcantly increased

a closer integration of the cooperative banking

the share of State Treasury-controlled entities in the

sector, transformation of its business model

ﬁnancial system.

and the broadest possible participation of co-

For most entities in the sector of non-credit ﬁnancial

operative banks in the IPSs,

institutions intra-sector linkages remained more sig-

a continuation of the restructuring of the

niﬁcant than their ties with banks. The funding links

credit union sector, while minimising public

and credit links of non-credit ﬁnancial institutions

costs through the use of the resources of the

with the banking sector were limited.

credit union sector,

The system of deposit guarantees and resolution is
an important potential channel of the cross-impact
of banks and credit unions. This is signiﬁcant in view
of the poor condition of the credit union sector and
some cooperative banks. At the same time, the high

the lending policy by banks, which should ensure that borrowers who take long-term loans
hold adequate income buﬀers in the event of a
possible interest rate hike,

concentration of the credit union sector enhances

a particularly prudent lending policy of banks

the signiﬁcance of the risk.

in the commercial property lending market.
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Chapter 1.

Financial institutions’ economic
environment
1.1. Macroeconomic developments
In the ﬁrst half of 2017, the world economy con-

supported by continuing growth in employment and

tinued to recover, although the pace of growth re-

wages, good sentiment among households and en-

mained lower than before the global ﬁnancial cri-

terprises and expansive ECB monetary policy re-

sis. The acceleration in economic growth was driven

mained the main driver of economic growth (with

by further signiﬁcant increase in consumer spend-

the pace of 2.3% y/y in 2017 Q2).

ing in many countries, together with a gradual rise

time – in view of the recovery in international trade

in investment demand and a recovery in foreign

– conditions in foreign trade of the euro area re-

trade. Improvement in economic conditions was

mained favourable, and a positive contribution of

wide ranging. It encompassed the majority of ad-

net exports to GDP growth was recorded. Nonethe-

vanced economies and a signiﬁcant part of emerging

less, due to the weaker trade within global value

market economies. In the ﬁrst half of 2017, the accel-

chains, growth in the euro area exports slowed down

eration in economic growth was recorded, in particu-

slightly, in particular in Germany – Poland’s most

lar, in the United States and in the euro area. At the

important trading partner. Yet economic activity in

same time, GDP growth in China was only slightly

this country, supported by continued growth in in-

higher than in the previous year, while in Russia it

ternal demand, rose at a stable pace.

At the same

clearly accelerated, conﬁrming the recovery of this
economy from recession.

In the ﬁrst half of 2017, economic growth in Central and Eastern Europe was markedly higher

In the euro area, the pace of economic growth

than in 2016, due to good labour market con-

picked up and economic conditions improved in

ditions supporting consumer spending, as well

almost all member states. Rising internal demand

as favourable outlook for demand and a high capac-

Financial Stability Report. December 2017
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ity utilisation translating into the continuing recov-

those imbalances. The uncertainty also refers to the

ery in investment. The slowdown in German exports

stand of the ﬁscal and monetary policy in the largest

had an opposite eﬀect, undermining export activi-

economies in the world.

ties of these economies, participating in global supIn the ﬁrst half of 2017, economic growth

ply chains.

in Poland accelerated aer the temporary slowAccording to the November 2017 NBP projection,

down in 2016, reaching levels close to 4%. This

in 2018-2019 economic growth in the environment

growth (4.1% y/y in 2017 Q1, 4.0% y/y in 2017 Q2

of the Polish economy will be probably slightly

and 4.7% y/y in 2017 Q3 according to the GUS ﬂash

lower than in 2017. This will result from some weak-

estimate) was still supported by increasing employ-

ening of economic activity in the euro area due to a

ment and wages as well as disbursement of child

slower consumption growth amid increasing inﬂa-

beneﬁts under the “Family 500 plus” programme,

tion. Nevertheless, consumer demand – supported

which contributed to maintaining very good con-

by a stable growth of the wage bill – will remain

sumer sentiment. As a result of those factors house-

the key driver of activity growth there. Also in the

hold consumer spending continued to rise fast (by

United States rising consumer spending will be the

4.7% y/y in 2017 Q1 and 4.9% y/y in 2017 Q2). At the

major source of GDP growth. However, owing to

same time, growth of ﬁxed capital formation was

expected acceleration in this spending, (associated

still low (-0.4% y/y in 2017 Q1 and 0.8% y/y/ in 2017

with rising employment and wages as well as the

Q2), despite a support from gradually rising public

value of household assets) and the recovery in pri-

sector investment activity (among others, related

vate investment, outlook for economic growth in the

to increased utilisation of EU funds). Recovery in in-

United States is more favourable than in the euro

vestment was, however, contained by the continued

area. According to the forecasts of international in-

decline in ﬁxed capital formation of enterprises. The

stitutions, good economic conditions will also con-

acceleration in domestic demand growth in 2017

tinue in major emerging market economies in 2018,

Q2 was accompanied by some slowdown in foreign

although China will probably see a slight decelera-

trade - stronger in exports than in imports. It re-

1

tion in the GDP growth.

sulted from a weaker activity within global supply
chains and a decline in foreign sales of agricultural

The developments in capital market prices represent a signiﬁcant uncertainty factor for the pace of
economic activity worldwide. This refers, in par-

products. Consequently, net exports contribution
to GDP growth was negative (-1.5 percentage points
in Q2).

ticular, to valuations of the US stock market (this
year they have reached historical highs) and the cor-

In the second quarter of 2017, the trade surplus in

porate bond market (very low margins in relation

the balance of payments was maintained, although

to Treasury securities).Another source of risk for

its scale decreased in annual terms.

the forecast growth path of the global economy is

higher remittances of Ukrainian citizens’ wages and

excessive public or private debt in some countries

lower inﬂow of funds under the Common Agri-

and potential side eﬀects of measures used to reduce

cultural Policy, it contributed to the decrease in

Alongside

1 In

June 2017, the World Bank and in July 2017 the IMF revised upward their forecasts of GDP growth rate in advanced economies
for 2017 to, respectively, 1.9% and 2.2% (i.e. by 0.1-0.3 percentage points against forecasts of January 2017) and maintained GDP
growth forecasts for 2018 at 1.8% and 2.0%, respectively. The IMF also revised upward its economic growth forecasts for developing
countries in 2017 and in 2018 to 4.6% and 4.9%, respectively.
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the current account balance. Nevertheless, the cur-

wages increased both in the economy (to 5.0% y/y in

rent account balance was still close to its historic

2017 Q2) and in the enterprise sector (to 6.0% y/y in

high. Other Poland’s external stability indicators

September 2017).

also remained favourable and some of them have recently improved.2

Continuing good economic conditions in the domestic economy have been associated with further

Since the beginning of this year, consumer price in-

improvement in household ﬁnancial standing. The

ﬂation in Poland has remained moderate and inﬂa-

accelerating growth of wages and disbursement of

tion expectations were stable. This was attributable

beneﬁts translated into a rise in disposable income,

3

to still low core inﬂation (1.0% y/y in September

although – in view of a gradual increase in price

2017) reﬂecting, on the one hand, only gradual

growth – in real terms this rise was slower than a

growth of demand pressure and, on the other hand,

year ago. So far, it has not resulted in the adjustment

low growth of import prices. In turn, the recent rise

of household consumption growth, which remained

in CPI inﬂation (2.2% y/y in September 2017) was

relatively high (4.9% y/y in 2017 Q2). The value

driven mainly by a pickup in food price growth re-

of household ﬁnancial assets was still rising signiﬁ-

lated to increasing domestic demand, accompanied

cantly 4 (by 9.8% y/y in 2017 Q2). Households contin-

by the limited supply of some agricultural products

ued to increase their participation in safe and highly

due to unfavourable weather conditions. Slightly

liquid assets (growth rate of transaction changes of

higher energy commodity prices in the global mar-

cash and short-term deposits in the second quarter

kets also added to the growth of consumer prices.

amounted to 13.0% y/y). They also continued to in-

At the same time, they also contributed to the ac-

crease their ﬁnancial liabilities. However, their ra-

celeration in producer price inﬂation (to 3.1% y/y in

tio of debt to disposable income remained moder-

September 2017).

ate. Household liabilities were lower and rose at a

The acceleration of economic growth in the ﬁrst
half of 2017 was accompanied by a continued rise
of employment. This development was visible in the

pace clearly slower than that of their ﬁnancial assets,
which resulted in further growth of their net ﬁnancial assets (by 14% y/y in 2017 Q2).

enterprise sector (4.5% y/y in September 2017) and

In the ﬁrst half of 2017, the conditions of the non-

in the whole economy (according to BAEL 1.9% y/y

ﬁnancial corporate sector were still good and sen-

in 2017 Q2). A high demand for labour, amid only in-

timent among enterprises remained favourable.

signiﬁcant growth of its supply, resulted in a decline

In the second quarter of 2017, overall net proﬁt

of the unemployment rate to its historic low (5.0%

of the enterprise sector slightly grew (by 2.1% y/y),

according to BAEL in 2017 Q2 and 6.8% in Septem-

whereas proﬁtability of corporate activity remained

ber according to employment oﬃces). Under such

relatively high. This resulted from higher proﬁt on ﬁ-

conditions, the position of employees in wage bar-

nancial activity of companies. Alongside that, de-

gaining was strengthening as reﬂected in the accel-

spite a marked growth of sales revenue, the result

eration of wage growth. The growth rate of nominal

on core operations of ﬁrms decreased (by 3.4% y/y).

2 In

particular, Poland’s external debt to GDP ratio decreased slightly (to 71% in 2017 Q2 from 75% in the corresponding period of
the previous year). Moreover, the combined current and capital account balance in Q2 was close to zero, while net international
investment position stabilised at about -62% of GDP.
3 Core inﬂation is deﬁned as inﬂation excluding food and energy prices.
4 The change in the value of household ﬁnancial assets is due to both inﬂow/outﬂow of the new funds invested by them in ﬁnancial
instruments and the change in valuation of these instruments.
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It was attributable to high growth rate of produc-

pared to other European countries9 (approximately

tion costs associated with rising commodity prices

90% of GDP), with foreign debt still remaining its rel-

and – to a lesser extent – with the increase in labour

atively high part (approximately 26% of GDP in 2017

costs. Fast growth of production costs was reﬂected

Q2). Favourable conditions of the enterprise sector

in a slight decline of proﬁtability on net turnover.

was also conﬁrmed by a relatively low number of

The economic conditions of enterprises remained

bankruptcies.10

favourable also in the third quarter, owing to the
continued strong domestic and foreign demand.5
Enterprises expect continued growth of demand, orders and production which according to their assessment, should translate into improvement of the economic conditions in the sector in the fourth quarter
of 2017.6

Despite good ﬁnancial standing of the enterprise
sector and its favourable outlook, in the second
quarter of 2017 the investment activity of companies remained limited. The decline in investment expenditure (-2.6% y/y) mainly resulted from
a strongly reduced investment by entities of the energy sector and mining, whereas in the entire sector,

In the corporate sector, also good liquidity condi-

the share of companies increasing investment expen-

tions and the high debt servicing capacity of com-

diture exceeded its multi-annual average (in 2017

panies continued.

Although a decline in corpo-

Q2, it amounted to 36.2%).11 In the second half of

rate proﬁtability contributed to a further decrease of

2017, the growth of corporate investment will prob-

their liquidity, the share of enterprises which do not

ably accelerate, which is indicated by some rise in the

report liquidity problems remained high (approxi-

share of companies planning new investment and a

7

The ability of

relatively high share of enterprises planning to in-

companies to service their bank loans also remained

crease the scale of their investment projects under

high. It was evidenced by a signiﬁcant share of com-

implementation.12 A further recovery in investment

panies not aﬀected by problems related to settle-

will be fostered by the increased use of EU funds

ment of such liabilities (approximately 94% in 2017

amid high capacity utilisation and expected contin-

mately 78% in 2017 Q2 and Q3).

8

Q2 and Q3) and the ratio of interest on loans to ﬁ-

ued growth in demand. Another factor supporting

nancial surplus of companies close to its historic low

investment should be the favourable ﬁnancial stand-

(4.6% in 2017 Q2). At the same time, corporate loan

ing of companies, in particular, considering that the

debt grew at a moderate pace and remained sta-

newly launched investment is more oen ﬁnanced

ble, at a level close to 40% of GDP. The total debt of

from own funds than with the use of a bank credit

the enterprise sector was also stable and low as com-

(respectively, 45.5% and 25.8% of investment in 2017

5 SeeNBP

Quick Monitoring Survey. Economic climate in the enterprise sector, NBP, No. 4/17 (October 2017).
NBP Quick Monitoring Survey. Economic climate in the enterprise sector, NBP, No. 4/17 (October 2017 ).
7 Nevertheless, in the case of some companies, lower liquidity hampered temporary settlement of their trade liabilities. Consequently,
the share of enterprises declaring lack of problems related to non-bank debt service slightly decreased (to 72% and 71% in 2017 Q2 and
Q3 against the average of 73% in the previous year). However, this ratio still remained higher than its long-term average. See NBP
Quick Monitoring Survey. Economic climate in the enterprise sector, NBP, No. 4/17 (October 2017).
8 See NBP Quick Monitoring Survey. Economic climate in the enterprise sector, NBP, No. 4/17 (October 2017).
9 The debt of the enterprise sector is deﬁned here as the sum of liabilities due to loans, debt securities, trade loans and other accounts payable. The foreign debt of the enterprise sector consists of the same ﬁnancial instruments as the total debt.
10 At the same time, the restructuring schemes introduced at the beginning of 2016 were utilised to a larger extent (149 proceedings
against 57 in the ﬁrst half of the previous year), allowing the reorganisation process to be undertaken not only by insolvent companies
but also – contrary to earlier solutions – by those with liquidity problems.
11 See NBP Quick Monitoring Survey. Economic climate in the enterprise sector, NBP, No. 4/17 (October 2017).
12 See NBP Quick Monitoring Survey. Economic climate in the enterprise sector, NBP, No. 4/17 (October 2017).
13 See NBP Quick Monitoring Survey. Economic climate in the enterprise sector), NBP, No. 4/17 (October 2017).
6 See
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Q3).13

economy and changes in labour supply in the country. Probabilities of the growth rates of both GDP

The conditions of the general government sector

and inﬂation running below and above the Novem-

in the ﬁrst half of 2017 were very good. For the

ber NBP projection are assessed to be nearly equal.

ﬁrst time a surplus of the sector in ESA2010 terms
was recorded, mainly owing to favourable economic
conditions, in particular in the labour market as well
as improvement in VAT collection. In 2017, public sector deﬁcit will probably fall markedly against

1.2. Developments in ﬁnancial
markets

2016 (2.5% of GDP). On the basis of the dra Budget Act adopted by the Council of Ministers, maintaining of the deﬁcit at a level close to 2017 can be
expected in 2018. In view of a relatively low deﬁcit
and favourable macroeconomic conditions, the public debt to GDP ratio can be expected to decrease in
medium term.

1.2.1. Global markets
Strengthening of the global economic recovery and
lower political uncertainty translated into a decline of price volatility in global ﬁnancial markets in the second and third quarters of 2017 (see
Figure 1.1). Publication of consecutive favourable

According to the November 2017 NBP projection,

forecasts of economic growth rate, both for devel-

the economic growth outlook for Poland remains

oped and developing countries, boosted optimism

favourable, although the GDP growth rate in 2018-

among market participants. Faster-than-expected

2019 will be slightly lower than in 2017. This will

economic growth aﬀected the improvement of pub-

partly result from the fading impact of the “Fam-

lic ﬁnance of many European countries, which was

ily 500 plus” programme on individual consumption

reﬂected, among others, by the decline in CDS pre-

growth, although the disbursement of beneﬁts un-

mia on their Treasury bonds (see Figure 1.2). Con-

der this programme will continue to support con-

cerns about the future of the euro area diminished

sumer demand. At the same time, a slightly lower

in response to the outcome of the French presiden-

GDP growth rate expected in the euro area, together

tial election, high support for pro-European parties

with continued fast increase of internal demand will

prior to September election to the German parlia-

contribute to some deterioration of Poland’s current

ment and the return of Greece to the primary mar-

account balance. Nevertheless, due to stronger in-

ket of Treasury bonds. The aforementioned factors

ﬂow of EU funds, the combined current and cap-

had an impact on the decline in price volatility in-

ital account will be in surplus. Continuing good

dices to some of the lowest levels in history. Tempo-

economic conditions will also support the stabili-

rary growth in risk aversion in global ﬁnancial mar-

sation of the general government deﬁcit at a low

kets was associated, among others, with the exacer-

level, which will contribute to a further reduction of

bation of the political situation in East Asia and hur-

public debt. Favourable developments in Poland’s

ricanes in North and Central America.

real economy will be accompanied by a gradual rise

In the period from April to September 2017,

in average inﬂation rate to 2.3% in 2018 and 2.7%

the decline in price volatility in ﬁnancial markets

in 2019. Alongside that, expected economic develop-

and changes in the EUR/USD exchange rate were

ments are subject to uncertainty associated with eco-

also strongly aﬀected by expectations on the reduc-

nomic conditions in the environment of the Polish

tion of expansive monetary policy by major cen-
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tral banks. In accordance with earlier statements,

macroeconomic outlook of those economies.17

the ECB did not change interest rates and – as of
April 2017 - reduced the value of the asset purchase
programme from 80 billion euro to 60 billion euro

Figure 1.1. Volatility indices for selected segments of global

ﬁnancial markets

per month. The speech of the ECB President at

VXEEM Index

VIX Index

MOVE Index

JPM G7 Volatility Index

JPM EM Volatility Index

the end of June 2017, interpreted as the announce-

190

ment of faster normalisation of the monetary pol170

icy, contributed to the temporary growth in yields
on euro area government bonds (see Figure 1.3).
points

However, a soer tone of successive ECB statements

150
130

limited the expectations of a faster tightening of its
monetary policy.14 In June 2017, in line with the

110

market consensus, the Fed increased interest rates

90

by 25 basis points, to 1.00%–1.25%. Subsequently,

rate of the American economy in the ﬁrst quarter of
2017, expectations for a fast tightening of the mon-
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2-2017
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publication of data showing a decreasing growth
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in connection with continuing low inﬂation and the

Note: Data normalised to 100 points as of 31 March 2017. Indices
refer to, respectively: VXEEM and VIX – equity markets; JPM G7
and JPM EM – foreign exchange markets, MOVE – bond market.
Source: Bloomberg.

etary policy by the Fed waned. These factors contributed to the continuation of US dollar depreci-

Figure 1.2. CDS premia on 5 year government bonds of se-

ation against the euro which lasted from April to

lected countries

mid-September 2017 (the EUR/USD exchange rate
increased from 1.06 to 1.20). According to the as-

Poland
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Italy

Hungary

Great Britain
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a Fed rate increase in December 2017 rose aer the

175

September FOMC meeting,15 which translated into

150

75

nounced scale and rate of the Fed’s balance-sheet re-

9-2017

8-2017

7-2017

6-2017

5-2017

4-2017

ing programmes.16 In the IMF’s opinion, the an-

3-2017

instruments purchased under the quantitative eas-

2-2017

0

9-2016

25

the scale of reinvestment in the maturing ﬁnancial

1-2017

50

of October 2017 it would start to gradually reduce

12-2016

aforementioned meeting, the Fed conﬁrmed that as

100

11-2016

the euro in the second half of this month. Aer the
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10-2016

a pronounced appreciation of the US dollar against

basis points

sessment of market participants, the probability of

200

Spain

Note: Data pertain to CDS contracts denominated in the US dollar.
Source: Thomson Reuters.

duction should not signiﬁcantly aﬀect the situation
in emerging markets, among others due to the good
14 Releases

aer the meetings of the Governing Council of the ECB are available at
https://www.ecb.europa.eu/press/govcdec/mopo/2017/html/index.en.html.
15 Releases
and
summaries
of
economic
projections
from
the
Fed
meetings
are
available
at
https://www.federalreserve.gov/monetarypolicy/fomccalendars.html.
16 Detailed information on this issue is available at https://www.federalreserve.gov/newsevents/pressreleases/monetary20170614c.html.
17 “Global Financial Stability Report”, IMF, October 2017, the report is available at http://www.imf.org/en/publications/gfsr.
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Figure 1.3. Yields on 5-year government bonds of selected

countries
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Great Britain

Italy

the ﬁnancial system sensitivity to market risk, especially if the aforementioned equities and corporate
bonds were to a large extent purchased under strategies using the ﬁnancial leverage.
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Figure 1.4. Selected indices of equity markets
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Note: Presented data pertain to bonds denominated in domestic
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Source: Thomson Reuters.
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countries18 , a decline in risk aversion led to the
intensiﬁcation of search for yield, resulting in a

Figure 1.5. The price to earnings ratio for selected indices

signiﬁcant rise in prices of many assets in ﬁnan-

of equity markets
S&P500
MSCI EM
WIG

cial markets. A substantial part of institutional investors, in particular those oﬀering products with a

S&P500 - 5Y moving avg.
MSCI EM - 5Y moving avg.
WIG - 5Y moving avg.

20

predetermined rate of return, were ready to accept
higher investment risk, and invested funds in ﬁnancial instruments guaranteeing high yields. This had

18
16

an impact on the decrease of spreads between yields
on corporate and government bonds in developed
markets to the levels observed before the global ﬁnancial crisis.19 Stock market indices in the United

14
12
10

States once again reached record highs, which was
nies (see Figure 1.4). Moreover, share pricing indica-

8
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7-2012
10-2012
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4-2013
7-2013
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4-2014
7-2014
10-2014
1-2015
4-2015
7-2015
10-2015
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7-2016
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additionally supported by strong earnings of compa-

long-term average as well as above levels observed

Note: While calculating the price to earnings ratio, earnings forecast for a given ﬁnancial year was taken into account.
Source: Bloomberg.

during the bull market in 2007 (see Figure 1.5). This

The stock market indices and bond prices in de-

may suggest a growing imbalance which increases

veloping countries were also growing strongly,

tors in this country reached levels clearly above the

18 In accordance with the Bloomberg data, at the end of March 2017, almost 27% of government bonds of developed countries (according

to their nominal value) had a negative yield.
“Quarterly Review”, BIS, September 2017, available at: https://www.bis.org/publ/qtrpdf/r_qt1709a.pdf.

19 More on this issue in the report:

Financial Stability Report. December 2017
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as their currencies were strengthening.

This

in April 2017 , was associated with the uncertainty

was linked with a favourable external environ-

in ﬁnancial markets related to the results of the pres-

ment and good performance of emerging economies

idential election in France.

as well as with inﬂows of global capital to their ﬁnancial markets, supported by aforementioned search

The zloty exchange rates against the US dol-

for yield. Those markets also saw a clear narrow-

lar and the Swiss franc were determined by the

ing of the spread between the yields of corporate

changes in the EUR/PLN exchange rates as well

and government bonds. A signiﬁcant risk factor for

as the EUR/USD and EUR/CHF exchange rates.

developing countries, in view of the substantial debt

In the period from April to September 2017, the

denominated in foreign currencies of many of them

zloty appreciated signiﬁcantly both against the US

(oen in the non-ﬁnancial corporate sector) may be

dollar and the Swiss franc, by approximately 8%

the depreciation of currencies of those countries as

and 5%, respectively. It was the result of the appreci-

a result of a strong surge in global risk aversion or

ation of the euro against those currencies, caused by

faster than expected pace of monetary policy tight-

the aforementioned improvement in the economic

ening by the Fed and the ECB..

growth rate in the euro area, market participants’ ex-

The aforementioned developments in the global ﬁ-

pectations about the future monetary policy of the

nancial markets may indicate a signiﬁcant devia-

ECB and the Fed, as well as the future foreign ex-

tion of prices of some assets from their fundamen-

change rate policy of the Swiss National Bank.

tal values and the underestimation of risk by participants of those markets. Under such circumstances,
materialisation of the geopolitical risk or publication

Figure 1.6. Zloty exchange rate and its volatility
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)

of worse than expected data on the economic growth
rate in some countries may trigger a strong decline in

3.6

6%

remained in the narrow range of 4.15–4.35 zloty

3.4

5%

per euro, which translated into a gradual decline
in its implied volatility (see Figure 1.6). Factors con-
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In the analysed period, the EUR/PLN exchange rate
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1.2.2. Foreign exchange market

4-2017

9%

3-2017

4.2

in volatility of those prices.

2-2017

10%

1-2017

4.4

12-2016

garded as less safe, followed by a signiﬁcant growth

11-2016

11%

9-2016

4.6

10-2016

prices of ﬁnancial instruments, particularly those re-

Source: Thomson Reuters.

tributing to the stabilisation of the exchange rate
of the zloty against euro included, among others,

Domestic banks could hedge open on-balance

better-than-expected data on the economic growth

sheet FX positions on favourable terms using

rate in Poland and in the euro area as well as the im-

swaps. The low costs of ﬁnancing in the euro caused

proved growth outlook of these economies. A tem-

the implied interest rates of the euro in EUR/PLN fx

porary growth in EUR/PLN exchange rate volatility

swap transactions to be close to the EURIBOR refer-

implied from prices of 1-month FX options, observed

ence rate, whereas the EUR/PLN CIRS basis premia

20
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quoted to the aforementioned rates were negative20

most likely be maintained at their current levels. In

see Figure 1.7). A slight increase, as compared with

September 2017, market participants’ expectations

the beginning of 2017, of costs borne by domestic

related to the growth in interest rates in medium

banks which concluded such transactions in order to

term strengthened in response to the publication of

hedge open FX positions stemming from Swiss franc

higher-than-expected inﬂation data. At the end of

loans, was associated with increased expectations of

this month, FRA rates indicated that market partic-

market participants related to the tightening of the

ipants expected an increase in NBP interest rates in

monetary policy by the ECB.

the second half of 2018 (see Figure 1.8).

Figure 1.7. Premia on the 5-year CIRS basis market

Figure 1.8. Current and expected WIBOR 3M rates
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Activity of domestic money market participants

1.2.3. Money market

was concentrated in operations with the shortest maturity. The average daily value of transac-

In the period from April to September 2017, the

tions on the unsecured interbank deposit market

NBP interest rates remained at an all-time low,

in the second and third quarters of 2017 amounted

with the lack of signiﬁcant expectations of mar-

to approximately 3.7 billion zlotys and was about

ket participants for interest rate increases in the

8% lower than in the period from October 2016 to

short term. Factors aﬀecting such investors’ senti-

March 2017. The O/N transactions dominated, ac-

ment included mainly the GUS data related to the

counting for over 90% of the market turnover. The

inﬂation rate which dropped from 2.0% in March

liquidity and term structure of the domestic mar-

2017 to 1.5% in June 2017 as well as the views ex-

ket of conditional transactions did not change sig-

pressed by the MPC members who indicated that in

niﬁcantly – operations with the maturity of up to 7

the coming quarters the NBP interest rates would

days accounted for over 95% of the market turnover.

20 This

meant that domestic banks with long on-balance FX sheet positions which would, as part of strategies aimed at reducing market
risk arising from the mismatch between on-balance-sheet assets and liabilities, conclude EUR/PLN CIRS basis transactions in this period, 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. On the other hand, 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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Both unsecured interbank deposits and repo-type

and gradual normalisation of monetary policy of

transactions with maturities longer than one month

major central banks, supported the decline in yields

were placed sporadically. Domestic banks were dis-

of Treasury securities in emerging markets. More-

couraged from accepting deposits whose start and

over, market participants more positively perceived

end dates would fall in diﬀerent months by the

public ﬁnance outlook in Poland. The contribut-

design of the tax on certain ﬁnancial institutions,

ing factors included better-than-expected forecasts

which contributed to temporary falls in turnover in

of economic growth and higher-than-planned tax

21

the deposit market at the end of some months. The

revenues, which was associated with good economic

value of trades in the domestic OIS market was still

conditions and tightening of the tax system. In ad-

very low. The low liquidity of this market may in

dition, in May 2017, Moody’s upgraded the outlook

the long term have adverse implications for the de-

for Poland’s rating from negative to stable. Conse-

velopment of other segments of the domestic ﬁnan-

quently, from April to September 2017, the spread

cial market, as the OIS rates represent an approx-

between yields of 10-year Polish and German gov-

imation of risk-free interest rates and are used for

ernment bonds decreased to approximately 290 ba-

the valuation of many ﬁnancial instruments.

sis points (see Figure 1.9), and CDS premia on Pol-

On the last day of June 2017, GPW Benchmark took
over the responsibilities of a ﬁxing organiser for
WIBID and WIBOR rates from the ACI Polska Financial Markets Association. As of 1 December
2017, NBP is the organiser of POLONIA rate’s ﬁxing. The change of the entities responsible for organisation of the ﬁxing of those reference rates, signiﬁcant for the Polish ﬁnancial system, is associated

ish government bonds at the end of September 2017
were below 60 basis points, which was the lowest
level since April 2015. The rise in yields of government bonds observed in September 2017 was associated with emerging expectations for increase of
NBP interest rates in the second half of 2018 and
the growth of probability of a Fed interest rate rise
in December 2017.

with the adjustment of their ﬁxing process to the requirements of the European Union regulation on indices used as benchmarks.22

1.2.4. Bond market
In the period under analysis, the yields on domestic government bonds signiﬁcantly decreased,
which was accompanied by the decline in Poland’s
credit risk perceived by market participants. This
was, among others, due to dwindling risk aversion
in global ﬁnancial markets which, along with a slow
21 The

POLONIA reference rate was not calculated as on 31 July 2017 due to the lack of transactions between its ﬁxing participants.
In accordance with Rules and regulations for POLONIA reference rate ﬁxing, the rate determined on the previous business day was
applicable.
22 Regulation (EU) 2016/1011 of the European Parliament and of the Council of 8 June 2016 on indices used as benchmarks in ﬁnancial instruments and ﬁnancial contracts or to measure the performance of investment funds and amending Directives 2008/48/EC
and 2014/17/EU and Regulation (EU) No 596/2014.
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Figure 1.9. Yields on Polish government bonds and the

spread between yields on Polish and German government
bonds

13.4 billion zlotys, i.e. slightly less than between October 2016 and March 2017. The minor decline in
liquidity of 5- and 10-year benchmark bonds since
July 2017 is also indicated by the Hui-Heubel ratios

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)

(see Figure 1.12).
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The liquidity of the secondary market for domestic government bonds remained high. The daily
average value of outright transactions in the period
April–September 2017 amounted to approximately
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Figure 1.12. The Hui-Heubel liquidity ratios and the value

of turnover for Polish benchmark government bonds with
the residual maturity of 5 years and 10-years

decreased to the lowest level in over ten years – at
the end of July 2017 it reached less than 39%, which
was the result of a sale by Unicredit of the controlling interest in Pekao S.A. Bank to PZU S.A. and the

Turnover in 10-year government bond market (right axis)

Polish Development Fund.

Turnover in 5-year government bond market (right axis)
Moving average of HH ratio for 10-year government bonds
Moving average of HH ratio for 5-year government bonds

The growth in market valuation of companies

0.5

12

0.6

8

creased interest in shares of oil companies – from

0.7

4

the end of March to the end of September 2017 the

0.8

0

WIG-paliwa subindex rose by 21.9%. The market

zloty billion

listed on the GPW was also positively aﬀected by

9-2017

8-2017

16

7-2017

0.4

6-2017

of the economic growth outlook in Poland. More-

5-2017

20

4-2017

0.3

3-2017

domestic factors, , in particular the improvement

2-2017

24

1-2017

0.2

12-2016

28

11-2016

0.1

10-2016

32

9-2016

0.0

over, the entry into force of regulations aimed at
the tightening of VAT collection led to investors’ in-

value of banks also rose, although the rate of return

Note: The Hui-Heubel liquidity ratios for domestic benchmark
government bonds with the residual maturity of 5 and 10 years
illustrate the relationship between the changes in the prices of
those instruments in the indicated period (the diﬀerence between
the highest and the 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 of those bonds. A higher value
of the ratio implies lower market liquidity.
Source: NBP calculations based on KDPW and Thomson Reuters
data.

on the WIG-banki subindex in the aforementioned

1.2.5. Equity market

1.3.

In the period from the end of March 2017 to

period, amounted to 6.6%, while WIG grew by
11.0%. Negative rates of return were recorded in the
case of shares of small companies (sWIG80 dropped
by 7.7%), which resulted mainly from worse-thanforecasted ﬁnancial performance of those entities.

Developments in the real
estate market

the end of September 2017, the changes in share
prices of the largest companies listed on the War-

The residential market remains in the expansion

saw Stock Exchange (GPW) were in line with the

phase,23 which is evidenced by a continued rise in

trends observed on stock exchanges of other

the supply and demand for dwellings. This obser-

emerging economies (see Figure 1.4). The WIG20

vation is conﬁrmed by the number of transactions

and MSCI EM indices rose, respectively, by 12.8%

on the primary market in Warsaw and in the six

and 12.9%. It was to a large extent the result of a

largest cities, higher in the second quarter of 2017

decline in global risk aversion, which encouraged in-

by about 2.5 thousand compared with the same pe-

vestors to increase their exposure to equity instru-

riod of 2016 (growth by 16.6% y/y). The values of pro-

ments, in particular those listed in the markets of de-

duction in progress and of the sales of dwellings from

veloping countries. Nevertheless, the share of non-

the previous peak of the cycle of the years 2006-2008

residents in the capitalisation of domestic companies

were either reached or exceeded. High supply is ac-

23 A

more extensive description of the cycle’s phases can be found in “Report on the situation in the residential and commercial real
estate market in Poland in 2016 ” and in “ Information on home prices and the situation in the residential and commercial real estate
market in Poland in the second quarter of 2017 ”,
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companied by equally high demand, which makes

the average availability of housing in the largest

prices (per square metre) of dwellings relatively sta-

cities was 0.86 square metres per average monthly

ble. However, the high demand is not generated by

wages in the enterprise sector, i.e. it was 0.37 square

rapidly growing loan origination, as in the previous

metres higher than the minimum seen in the third

phase of expansion, but by the use of households’

quarter of 2007.

own savings.

The structural factor that aﬀects the long-term con-

The commercial real estate market, especially the

sumer demand

oﬃce real estate market, continues to see an imbal-

sistent deﬁcit of dwellings in some of the largest

ance between demand and the excess and still ris-

cities.

ing supply of space resulting from the implemen-

growth, increase in the number of households

tation of new investment projects. In most cases,

and migration) which had a strong impact in the pre-

vacancies are concentrated in lower quality stock.

vious cycle, is fading away and is felt in Warsaw only.

25

for new dwellings is the per-

The demographic factor (i.e.

population

The impact of the Home for the Young (MDM) proResidential real estate market

gramme on the housing demand is fading away.

Prices in the residential real estate market were sta-

By the third quarter of 2017, subsidies amounting to

ble or showed moderate growth, depending on the

approx. 2.1 billion zlotys were granted to borrow-

market segment and location. Despite high market

ers under the programme. The last eﬀect of the pro-

activity, average transaction prices (per square me-

gramme of loan subsidies will be seen in early 2018.

tre) of dwellings in the primary markets were stable
(PM) and secondary (SM) markets in Poland

opers’ housing oﬀer was well tailored to the demand.
In the secondary market, prices measured by the he-

10 000

donic index 24 increased, which means the actual rise

9 000

ﬁnanced housing stabilised or slightly decreased,
mainly as a result of minor growth in prices (see Figure 1.15). At the end of the second quarter of 2017,

3 000
2 000
1 000

9-2016

9-2015

9-2014

9-2013

0

9-2012

ability of residential loans, housing and loan-

4 000

9-2011

In the period under analysis, the estimated avail-

5 000

9-2010

of lower quality.

6 000

9-2009

followed the sale of a bigger number of dwellings

10 cities SHM

9-2006

clined somewhat, was an exception, as the decline

10 cities PHM

6 cities SHM

7 000

zloty / sq.m

dwellings remained stable. Warsaw, where they de-

6 cities PHM

Warszawa SHM

8 000

in prices of square metre of dwellings in relation to
the last year. Nominal prices of a square metre of

Warszawa PHM

9-2008

large cities, the size and structure of real estate devel-

Figure 1.13. Transaction prices of dwellings in the primary

9-2007

or showed only modest growth. In the majority of

Note: Six cities include Gdańsk, Gdynia, Kraków, Łódź, Poznań,
Wrocław and ten cities include Białystok, Bydgoszcz, Katowice,
Kielce, Lublin, Olsztyn, Opole, Rzeszów, Szczecin and Zielona
Góra.
Source: NBP.

24 The

hedonic home price index is discussed in the article by M. Widłak “Metody wyznaczania hedonicznych indeksów cen jako sposób
kontroli zmian jakości dóbr (Methods of constructing hedonic price indices as a way to control for changes in quality of goods),”,
Wiadomości Statystyczne No. 9 (2010).
25 The demand for dwellings is classiﬁed into consumer demand, investment demand and speculative demand. Consumer demand results from the desire of a household to satisfy its housing needs; investment demand is related to the possibility to obtain rental income,
and the speculative demand, from income on the purchase and re-sale of dwelling at a higher price.
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Figure 1.14. Average (oﬀer and transaction) rent rates in se-

lected cities in Poland

in a dwelling –- despite the risk associated with its
low liquidity and restrictive tenants’ rights,27 – is perceived as an attractive ﬁnancial investment. NBP es-

Warszawa
6C av.weighed with housing supply
10C av.weighed with housing supply

timates based on the value of transactions on the real

60

estate market and the value of new lending suggest

50

a signiﬁcant role of population’s own funds in the
purchase of dwellings, which may conﬁrm that the
investment demand exists.

30

Figure 1.15. Available housing loan
Warszawa
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The programmes under implementation which

300

aim to support the construction of rental hous-

250

ing may reduce the consumer demand in medium-

200

troduces a system of cheap dwellings for rent under
26

the Housing+ programme.

The development of

this programme may cause that in the medium term,
some less aﬄuent households may decide to use the
rental of dwellings in order to satisfy their housing
needs and will not report the demand for the purchase of dwellings, although it is diﬃcult to estimate
the scale of this eﬀect today.

12-2016

12-2015

12-2014

12-2013

12-2012

12-2011

on the National Real Estate Stock (KZN), which in-

100

12-2009

On 20 July 2017, the Parliament adopted the Act

150

12-2006

term, although this impact has not occurred so far.

12-2008

Note: Rates shown in this ﬁgure are an aggregate of oﬀer and
transaction rates.
Source: NBP.

average 10 cities

500

tys. zł

9-2016

9-2015

9-2014
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9-2011
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9-2009

9-2008

9-2007

9-2006

0

average 6 cities

12-2010

20

12-2007

zloty / sq. m

40

Note: For the deﬁnition of an available housing loan see Glossary. The six cities include: Gdańsk, Gdynia, Kraków, Łódź, Poznań and Wrocław. The ten cities include: Białystok, Bydgoszcz,
Katowice, Kielce, Lublin, Olsztyn, Opole, Rzeszów, Szczecin and
Zielona Góra.
Source: NBP, GUS.

Due to stable prices of dwellings, no incentives for
the speculative demand have materialised so far.
The propensity to speculate on the housing market
is directly proportional to home price growth (capi-

Investment demand for housing is associated

tal gains) and inversely proportional to interest rates

with the expected relatively high rates of return

(alternative costs and credit costs).

on housing rental in relation to the rates of return on other assets in which households invest their

Factors which may aﬀect all types of demand in-

savings. Due to low interest on deposits, investment

clude LtV limits and cost of credit. The full applica-

26 A

more extensive description of programmes related to real estate can be found in “Information on home prices and the situation
in the residential and commercial real estate market in Poland in the second quarter of 2017 ”.
27 The limitation of the risk for the landlord associated with the rental of dwellings is the institution of occasional rental introduced in
2010 (Articles 19a-19e of the Act on the Protection of Tenants’ Rights, Housing stock of Municipality and on Amending the Civil Code (Journal of Laws of 2016, item 1610 as amended. The limitation of this risk for entities (both natural persons and legal persons) renting
out dwellings as a business activity is provided by the institution of professional rental introduced under the Act on the National Real
Estate Stock of 20 July 2017 (Journal Of Laws of 2017, item 1529))
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tion of LtV limit of 80%28 (see Chapter 2.1.) is a factor

Taking into account the current level of demand, the

limiting housing demand. This limit mainly aﬀects

sale of the entire stock available on the market can

consumer demand. On the other hand, the interest

be completed in less than a year. This implies that

rate on new housing loans has remained at historic

price growth pressure may appear.29 The decreas-

lows since 2015 and it reached its lowest level since

ing share of ﬁnished dwellings in the oﬀer indicates

2011, in real terms. Low cost of credit represents

that the size of housing production in progress at the

a factor increasing all types of housing demand.

current level of market activity may turn out insuﬃcient to satisfy the demand.

Figure 1.16. Proﬁtability of home rental compared with

rates of return on other assets and costs of housing loan
Figure 1.17. ROE on investment projects in six cities

rental to household deposits
rental to household housing loans
rental to commercial property cap. rate
rental to 10-y. bonds
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Note: Average return on dwelling rental in 7 cities compared with
rates on household deposits, housing loans, 10-year government
bonds and the capitalisation rate of commercial real estate (ofﬁces and commercial space). Values above 1 denote the higher
proﬁtability of purchasing a dwelling for rental to third party
than other capital investment. This analysis does not take into
account high transaction costs in the housing market and potentially long periods of exit from investment.
Source: NBP estimates
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Source: NBP estimate based on Sekocenbud and GUS data.

The residential market remains balanced; however, it is more sensitive to potential supply or demand shocks than in recent years. The decreas-

The growth in demand was paralleled by a rising

ing selling time of dwellings on oﬀer increases the

supply in the residential real estate market. The

real estate developers’ capacity to form prices on the

supply growth was supported by a slightly lower, yet

market. On the other hand, the supply of dwellings

still high as compared to other sectors, proﬁtability

has so far been ﬂexible; however, the high level of

of residential development projects. The estimated

housing construction attained may create problems

return on residential development projects in War-

with increasing it further, especially due to the fact

saw and the six cities at the end of the second quar-

that the market of building sites was limited by the

ter of 2017 remained at the level of approx. 18-25%.

Act on Agricultural Land.

28 In

accordance with an amended Recommendation S ( 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)
29 Historic experience shows that with the stock of dwellings over one year, prices stabilize; on the other hand, when this value is lower,
they tend to grow. The value of production in progress corresponding to the annual market sales of dwellings is also consistent with the
implementation schedules of development projects. See Łaszek, J., Augustyniak, H., Gajewski, K., Żochowski, G., Leszczyński, R., Olszewski, K., Waszczuk, J. (2013). Podejście modelowe do rynku nieruchomości (A model-based approach to the housing market).
Bezpieczny Bank, (4 (53)), 204-268.
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Figure 1.18. The selling time of dwellings on oﬀer, the num-

ber of dwellings put on the primary market, sold and remaining listed in Poland’s six largest cities
Sold in quarter

Offer at the end of quarter
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Figure 1.19. Value of investment transactions in the com-

mercial real estate market
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age point and amounted to 13.9%., which mainly
transactions.31 When new oﬃce buildings are put

2,0

10 000

ﬁce space market in Warsaw dropped by 0.1 percent-
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for an investor; in the case of older investment, the
second quarter of 2017, the vacancy rate on the of-
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3-2008

projects, low and decreasing rents may be a problem
problems are related to vacancies. At the end of the

Launched in quarter
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continue to decline. In the case of new investment
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Note: The six largest cities include: Kraków, Łódź, Poznań, the
Tricity of Gdańsk-Sopot-Gdynia, Warsaw and Wrocław.
Source: REAS.
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The commercial real estate markets continued to
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see imbalances stemming from the growing and
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stable demand. This development mainly related
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to oﬃce and retail space rental. The sustained high
availability of foreign funding contributed to rapid
growth in ﬁxed assets. This may be largely attributed

Source: Comparables.pl.

to low interest rates in developed countries, and
thus a low alternative cost.

In the ﬁrst half of

2017, the value of investment in the commercial real
estate market amounted to 1.5 billion euros (see Figure 1.21), and foreign investors had a predominant
share in those transactions.30
Rents for Class A oﬃce space in Warsaw rose
slightly, however rents in Class B oﬃce buildings
30 The

aforementioned investment refers to the sales of the whole active company which oﬀers a building for rental and gains revenue
from this activity. Such transactions take place between: 1/ the developer who commercialised the property and sells it to the investor, or 2/ two investors. However, it should be stressed that these data do not allow for formulating conclusions concerning the
share of foreign investors holding commercial real estate in Poland. Very large real estate stock exists which was built by an owner
for own needs, sometimes even decades ago. Moreover, some domestic investors establish a development company which constructs
for them real estate for rental and subsequently manages it. The above mentioned economic events are not recorded in the statistics
concerning commercial investment.
31 See Report by Colliers International: Market Insights, First half of 2017, Poland.
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Figure 1.20. Rents for Class A oﬃce spaces for large cities

Figure 1.21. Rents for space rental in shopping centres

and Class B oﬃce spaces for Warsaw (average values in

(shopping malls) for units the size of approx. 100-500

euro/sqm/month)

square metres (euro/sq.m/month)
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Source: NBP.

In the future, a tightening of the monetary policy

The situation in the commercial real estate mar-

in the euro area may become a factor increasing

ket does not currently generate risk to banking sys-

the adjustment on the domestic commercial real

tem stability in Poland, as it is ﬁnanced by domestic

estate market. With the low level of interest rates

banks to a lesser extent and their credit exposure is

in the euro area, the current rates of return on equity

moderate. At the end of June 2017, the value of the

are acceptable for foreign investors, partly ﬁnancing

portfolio of real estate loans to enterprises (exclud-

investment on the Polish market with debt from the

ing residential real estate loans) granted by banks ac-

euro area market. Some projects may start to gen-

tive in Poland amounted to approx. 47 billion zlo-

erate losses when interest rates are raised and when

tys.32 However, the actual banks’ exposure to risk re-

debt servicing costs become higher than returns gen-

lated to the commercial real estate market is lower,

erated by projects. Under such circumstances, some

as only part of such loans ﬁnances real estate gener-

investors may decide to sell real estate held.

ating revenue from rental.

32 The

value of loans for commercial real estate reported in banking statistics also comprises loans granted for real estate where the
ﬁnal user is the owner. The current form of banks’ reporting does not enable to distinguish the value of such loans from ﬁnancing of
commercial real estate for rental.

Financial Stability Report. December 2017

29

Banking sector

Chapter 2.

Banking sector
justiﬁed more restrictive lending policy by, among

2.1. Lending

others, an increase in risk associated with lending

The growth rate of loans to the non-ﬁnancial sec-

to entities from certain industries.34

tor has neither impeded economic development

Figure 2.1. Growth rate of nominal GDP and loans to the

nor led to the build-up of imbalances jeopardiz-

non-ﬁnancial sector, y/y

ing ﬁnancial stability, e.g. excessive debt growth
risk. Lending growth rate (5.2%

33

y/y at the end

of June 2017, see Figure 2.1) remained slightly

GDP PL

Loans PL*

GDP EU

Loans EU*

Loans PL**

15%

higher than the nominal GDP growth rate. Loan
growth was supported by, among others, the low in-

10%

terest rate environment, a stable economic growth,
favourable developments in the labour market
and an increased demand for loans from enterprises

5%

0%

(see Chapter 1.1.).

banks pointed to elevated demand and regulatory
factors as the main reasons for changing their lending policy. In the segment of corporate loans, banks

6-2017
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12-2016
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12-2015
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ments. In the case of housing and consumer loans,

-5%

12-2010

Banks tightened lending policy in all credit seg-

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

33 Percentage

changes in loan volumes referred to in Chapter 2.1. relate to data adjusted for foreign exchange rate changes. Unless
otherwise indicated, the period analysed in Chapter 2. covers the period from 31 December 2016 (cut-oﬀ date of the previous issue of
the Report) to 30 June 2017.
34 For more information on factors inﬂuencing changes in lending policy and their direction, see “Senior loan oﬃcer opinion survey on
bank lending practices and credit conditions. 3rd quarter 2017”, July 2017, NBP.
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Figure 2.2.

Growth rate of selected loans to the non-

ﬁnancial sector, y/y

downpayment (see Figure 2.4). Lowering LtV limits in line with the provisions of the Recommendation S37 , leading to an increase in the required

Housing loans to households
Consumer loans
Loans to enterprises

downpayment, did not signiﬁcantly constrain housing loan demand. In the second quarter of 2017, the
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share of loans with LtV exceeding 80% in the struc15%

ture of newly extended loans increased for the ﬁrst

10%

time since 2013. This points to the wide-spreading
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The growth rate of zloty loans contin-

ated (-6.9% y/y, see Figure 2.3).

The banks sur-

veyed by the NBP indicated that demand growth
had resulted primarily from expectations towards
housing market and improving households’ economic situation.

Lending was also supported
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The annual growth rate of housing loans remained

bln PLN

Source: NBP.

Source: NBP.

by the government-subsidised scheme “Home for the

The growth rate of consumer loans remained

Young”. In the ﬁrst half of 2017, the value of agree-

at a relatively high level (7.2% y/y at the end

ments subsidised under the scheme

35

represented

15.7% of new housing loan agreements.36
Banks continued to slightly tighten housing loans
terms. Banks mainly raised credit spreads on riskier
loans and – to a lesser extent – increased required

of June 2017). According to banks, higher demand
for consumer loans was primarily driven by elevated
funding needs for the purchase of durable goods and
intensiﬁed promoting of credit oﬀers.
Credit Information Bureau’s data show that

35 Under

the scheme “Home for the Young”, when the loan applicant meets relevant conditions, his housing loan downpayment can
be subsidised by the state in the amount of between 10% and 30% of the value of the credited property. The value of subsidy payments
in the ﬁrst half of 2017 accounted for 16% of the value of loans subsidised under the scheme.
36 See “Raport AMRON-SARFiN 2/2017. Ogólnopolski raport o kredytach mieszkaniowych i cenach transakcyjnych nieruchomości”
(Nationwide report on housing loans and property transaction prices), August 2017, ZBP.
37 In accordance with the Recommendation S on good practices with regard to the management of credit exposures secured by mortgages, as of 1 January 2017 the LtV ratio should not exceed 80% or 90%, if the surplus over 80% is properly insured or secured in other
forms.
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Figure 2.4. Cumulated index of changes in banks’ credit standards – loans to households (le-hand panel) and loans to

enterprises (right-hand panel)
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SMEs, short-term loans
SMEs, long-term loans

Housing loans to households

Q4 2003
Q2 2004
Q4 2004
Q2 2005
Q4 2005
Q2 2006
Q4 2006
Q2 2007
Q4 2007
Q2 2008
Q4 2008
Q2 2009
Q4 2009
Q2 2010
Q4 2010
Q2 2011
Q4 2011
Q2 2012
Q4 2012
Q2 2013
Q4 2013
Q2 2014
Q4 2014
Q2 2015
Q4 2015
Q2 2016
Q4 2016
Q2 2017

Q4 2003
Q2 2004
Q4 2004
Q2 2005
Q4 2005
Q2 2006
Q4 2006
Q2 2007
Q4 2007
Q2 2008
Q4 2008
Q2 2009
Q4 2009
Q2 2010
Q4 2010
Q2 2011
Q4 2011
Q2 2012
Q4 2012
Q2 2013
Q4 2013
Q2 2014
Q4 2014
Q2 2015
Q4 2015
Q2 2016
Q4 2016
Q2 2017

net percent

net percent

Consumer loans

Note: A positive slope of the index indicates credit standards easing in a given period; a negative slope indicates tightening.
Source: NBP.

the volume of new loan agreements continued

for the riskiest clients. In the ﬁrst half of the year,

to fall as their value has risen. The growth in the av-

banks raised credit spreads, while the annual per-

erage value of a consumer loan was accompanied

centage rate (APR) dropped. This development may

by an extension in the average loan repayment

be the eﬀect of longer maturities of consumer loans

period.

The share of loans with original matu-

– when loans are taken out for longer periods, prod-

rity over 5 years in the consumer loans portfo-

uct’s proﬁtability is determined to a greater extent

lio has been gradually increasing for several years

by the interest margin, what allows banks to reduce

and it amounted to approximately 60% at the end

fees and commissions.

of June 2017.

The substantial rise in the vol-

ume of higher amount and longer maturity loans
may point to the increased use of consumer loans

Loans to enterprises

in the business activity38 , which could alter their risk

In the analysed period, annual growth rate of

proﬁle.

corporate loans, both investment and working
capital loans, rose substantially (by around 14%

For several quarters, lending growth in the con-

and 4% y/y respectively, see Figure 2.5). In the sec-

sumer segment was accompanied by the tight-

ond quarter of 2017, banks experienced a rise

ening in lending policy, including stricter credit

in loan demand, driven by, among others, higher

standards, which borrowers are required to meet.

ﬁnancing needs for investment projects generated

This was mainly attributable to the implementaion

by local authorities’ tenders related to EU fund-

of the UKNF’s post-inspection recommendations

ing. In the case of small and medium-sized enter-

concerning the creditworthiness assessment process

prises (SMEs), lending continued to be supported

and deteriorating quality of consumer loans at cer-

by the guarantee schemes of the Bank Gospodarstwa

tain banks. Some banks restricted loan availability

Krajowego (de minimis Portfolio Guarantee Facil-

38 See

“Kredyt trendy. Raport Biura Informacji Kredytowej” (Credit trends. The Credit Information Bureau Report), March 2017, BIK.
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ity and COSME39 ) – guaranteed loans accounted for

While commercial banks dominated lending devel-

around 15% of the value of loans granted to enter-

opments, certain trends in cooperative banks dif-

prises in the ﬁrst half of 2017.

fered from those identiﬁed at the whole banking
sector level:

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

Working capital loans

Growth in loans to households was rela-

Other loans

tively high, particularly in housing loans, and

30%

stable (see Figure 2.6).

25%

The share of FX-

denominated housing loans remained insignif-

20%

icant (0.2% of the value of the housing loan

15%

portfolio) – only a few banks had granted such

10%

loans in the past.

5%
0%

Lending to corporate sector has been declin-

-5%

ing from the end of 2016 to slide into neg6-2017

12-2016

6-2016

6-2015

12-2015

6-2014

12-2014

6-2013

12-2013

6-2012

12-2012

12-2011

6-2011

12-2010

6-2010

-10%

Source: NBP.

ative territory in June 2017.

These devel-

opments resulted primarily from the activity
of the largest cooperative banks group. In the
past, these banks had signiﬁcantly increased

Banks continued their several quarters-long policy

their corporate credit exposures, however – af-

of tightening terms through, among others, raising

ter the emergence of problems with eﬀective

interest on corporate loans. The survey data show

credit risk management – they have been grad-

that although banks had tightened their lending pol-

ually reducing their activity in this segment.

icy, the availability of credit remained high, which

High share of corporate loans in the balance

was exhibited by the growing approval rate of loan

sheets remains distinctive only for large banks

applications.40

against the backdrop of the whole cooperative

Business surveys pointed also to a growing credit

banks sector.

concentration. The percentage of businesses ap-

In recent quarters, loan growth in the

plying for a loan was steadily declining while the

segments prominent from the perspective

percentage of businesses earmarking own resources

of the cooperative banking business model,

for on-going activities increased. At the same time,

i.e. loans to sole proprietors and individual

loan demand from the largest enterprises that regard

farmers, was very low. In the case of loans

lending as an important source of ﬁnancing their in-

to farmers, lower growth rate could result

vestments was rising (in June 2017, investment loans

from tighter provisions on the sale of agri-

to large enterprises grew by 16.8% y/y).

cultural real estate41 and a delay in EU funds

39 The

Competitiveness and Innovation Framework Programme 2014-2020 is an European Commission scheme aimed at competitiveness of enterprises and SMEs, managed by the European Investment Fund (EIF). Guarantees are oﬀered for new working capital and
investment loans based on the agreements signed by Bank Gospodarstwa Krajowego with the EIF and, aerwards, with 12 banks.
40 See “Szybki Monitoring NBP. Analiza sytuacji sektora przedsiębiorstw” (NBP Quick Monitoring Survey. Analysis of the enterprise
sector situation), July 2017, NBP.
41 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.
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payments. Loans to sole proprietors and farm-

(see Chapter 5.1.).

ers (including preferential loans) account for,

It seems that positive demand factors should

respectively, 16% and 28% of the cooperative

remain key determinants of lending growth

banks loan portfolio in value terms.

in the segment of housing loans. Stable demand,
driven by rising households’ income that posi-

Figure 2.6.

tively impacts creditworthiness, is being addition-

Growth rate of selected loans to the non-

ally strengthened by investment demand – particu-

ﬁnancial sector in cooperative banks, y/y
Loans to enterprises
Consumer loans
Housing loans to households
Loans to sole proprietors
Loans to individual farmers

larly in the current context of negative real interest
rates.42 Loan demand has demonstrated resilience

25%

against the potentially constraining factors for a cou-

20%

ple of quarters. These factors include, among others,
tightening of lending policy, higher downpayment

15%

requirements, increased use of savings in the ﬁnanc10%

ing of real estate purchases and new, more restrictive

Note: The loan growth rate is expressed in nominal terms as FX
loans account for an insigniﬁcant portion of the loan portfolio of
cooperative banks.
Source: NBP.

06-2017

12-2016

06-2016

12-2015

06-2015

12-2014

06-2014

12-2013

06-2013

12-2012

06-2012

force of the Act on mortgage credit43 and related

12-2011

-5%

06-2011

this backdrop, it can be expected that the entry into
12-2010

rules on the sale of agricultural real estate. Against

0%

06-2010

5%

potentially higher cost of credit (resulting from additional procedural requirements on granting loans
and new rules of loan restructuring) as well as the
termination of the “Home for the Young” scheme
in 2018 will render a limited impact on lending

Outlook
Macroeconomic

growth.
factors

support

expectations

With regard to consumer loans, factors underpin-

for a continuation of sustainable lending growth,

ning lending growth should continue to prevail

nevertheless the outlook remains subject to sub-

in the medium term. The upward trend in the seg-

stantial uncertainty regarding the scale of reac-

ment of high-value loans and the downward trend

tions undertaken by banks in response to changes

in the segment of low-value loans can be expected

in the legal and regulatory framework (both al-

to continue. Good economic situation, low inter-

ready implemented and planned). The GDP pro-

est rates and rising incomes provide for sustained

jection predicts economic growth running closer

demand for consumer loans taken out in higher

to its potential level towards 2019 (3.3%), a further

amounts and for longer periods with a purpose of ﬁ-

improvement on the labour market, and individual

nancing the purchase of durable goods. Growth

consumption growth narrowing the 2015–2016 av-

in the segment of low-value loans can be dampened

erage. Moreover, NBP analyses point to a juncture

by consumers’ lower propensity to ﬁnance consump-

of recovery and expansion phases in the credit cycle

tion with a credit, caused by drawing on beneﬁts re-

42 See

“Report on the situation in the residential and commercial real estate market in Poland in 2016”, September 2017, NBP.
z dnia 23 marca 2017 r. o kredycie hipotecznym oraz o nadzorze nad pośrednikami kredytu hipotecznego i agentami (the Act of
23 March 2017 on mortgage loans and supervision over mortgage loans intermediaries and agents), Journal of Laws of 2017, item 819.
44 See Information of the Credit Information Bureau on the results of a survey conducted by ARC Rynek i Opinia for BIG InfoMonitor:
https://media.bik.pl/informacje-prasowe/349926/500-pomocne-w-splacie-mniejszych-dlugow.

43 Ustawa
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ceived under the Family 500+ scheme instead of in44

tor that may support lending in the SME sector

curring new debts , and a competition from non-

in the medium term is a new operating design

bank lending institutions. Due to a decline in banks’

of the BGK guarantee scheme.47 It seems that an-

proﬁtability and the introduction of the tax on cer-

nounced amendments should streamline planning

tain ﬁnancial institutions it can be expected that

on the use of guarantee instruments by enterprises.

banks will seek to increase the share of higher mar-

On the other hand, the persistently low propensity

gin loans in the loan portfolio structure, what was

to ﬁnancing via loans will have an opposite impact.

indicated e.g. in their ﬁnancial plans.

Survey data indicate that enterprises plan to employ
mainly their own resources to ﬁnance investments,

The growth in lending to enterprises should be un-

and the percentage of enterprises that foresee apply-

derpinned by forecasted economic growth, high

ing for new loans is decreasing.

rate of capacity utilisation and prospects of accelerated use of EU funds. Debt growth in the medium
term should be mainly driven by demand for investment loans, particularly in the case of large enterprises. This in part will come from their move
to make the most of investment co-ﬁnancing mechanism available under the EU ﬁnancial framework
2014-2020, which relies to a greater extent on repayable instruments.

Implemented and planned

legislative changes, in particular those concerning
the reduction of the tax burden related to the in45

New restrictions on enforcement proceedings
against farmers could have an impact on lending
outlook in cooperative banks.48 New regulation
widens scope of item exclusions from the enforcement and thus will impede enforcement proceedings
against farmers. This in result could aﬀect banks’
willingness to provide credit on hitherto terms and
impact future lending growth via reduced supply
of credit to farmers.
Lending growth will be impacted by the imple-

vestment processes , may increase the propensity

mentation of the recommendations of the Finan-

to embark on investments and, possibly, ﬁnance

cial Stability Committee (FSC) on the portfolio

them with loans. Survey results indicate that cor-

of FX housing loans.49 The measures that may ren-

porate uncertainty has declined46 , what should also

der the strongest inﬂuence on lending growth in-

have a positive impact on loan demand. The fac-

clude the raising of risk weights for exposures se-

45 In

August the so-called act on robotisation entered into force and introduced a new investment tax allowance granting taxpayers the
right to recognize a one-oﬀ depreciation write-oﬀ on machines and equipment purchased up to 100 thousand zlotys in a given ﬁscal
year. Work is underway on a package of dra laws constituting the so-called Constitution for Business, which provides for, among
others, raising from 1.2 million euro to 2 million euro the revenue threshold below which taxpayers can claim the status of “small
CIT payer”. The “small CIT payer” status allows for reduced CIT rate (15%) and a one-oﬀ depreciation of tangible assets of up to 200
thousand zlotys per year.
46 “Szybki Monitoring NBP. Analiza sytuacji sektora przedsiębiorstw” (NBP Quick Monitoring Survey. Analysis of the enterprise sector
situation), July 2017, NBP.
47 Regulation of the Minister of Finance of 1 September 2016 amending the regulation on the de minimis aid granted by the Bank Gospodarstwa Krajowego in the form of a loan repayment guarantee (Journal of Laws of 2016, item 1471), which is the basis for the de minimis
Portfolio Guarantee Facility, will expire by 30 June 2018. This ad hoc instrument (prolonged on a year by year basis since 2013) is
envisaged to be replaced by the National Guarantee Fund (KFG) to be ﬁnanced, to a larger extent, with non-budget funds (including,
e.g. unused EU funds). KFG will be established for an indeﬁnite period.
48 Rozporządzenie Ministra Sprawiedliwości z dnia 5 lipca 2017 r. w sprawie określenia przedmiotów należących do rolnika prowadzącego
gospodarstwo, które nie podlegają egzekucji (Regulation of the Minister of Justice of 5 July 2017 on determining possessions owned by
farmers running farms which are not subject to the enforcement), Journal of Laws of 2017, item 1385.
49 See Resolution No. 14/2017 of the Financial Stability Committee of 13 January 2017 on the recommendation on the restructuring of
the FX housing loan portfolio.
50 Rozporządzenie Ministra Rozwoju i Finansów z dnia 25 maja 2017 r. w sprawie wyższej wagi ryzyka dla ekspozycji zabezpieczonych
hipotekami na nieruchomościach (Regulation of the Minister of Development and Finance of 25 May 2017 on a higher risk weight for
exposures secured by mortgages on immovable properties), Journal of Laws of 2017, item 1068.
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cured by mortgages on residential immovable properties

50

and in the case of some banks, eat into their regu-

and the establishment of the Restructur-

latory capital. The other bills that assume a statu-

ing Fund as a subfund within Borrowers’ Support

tory conversion of FX loans, in particular at an ex-

51

Fund.

change rate substantially deviating from the market
exchange rate, could pose a risk to the ﬁnancial sys-

The dra bill establishing the Restructuring Fund

tem stability and to the capacity for ﬁnancing the

provides for, among others, costs resulting from

real economy.

FX housing loans conversion to be covered from
banks’ contributions to the Fund, whose level
is to depend on the value of their FX loan portfolios. Additional costs arising from the obligatory
contributions to the new fund will aﬀect the profitability of banks and, as a result, their lending capacity.

In the medium term gradual conversion

of the FX housing loan portfolios should, though,
result in a decline of these burdens. The dra bill
provides also for a conversion of FX loans into the
zlotys to be accompanied by a partial cancellation
of the debt, which will temporarily reduce hous-

The burden arising from measures undertaken
with regard to FX loans will primarily aﬀect banks
with substantial FX loans portfolios. The share
of these banks in total assets of the banking sector amounts to approximately 50%. It can be presumed that other banks will be eager to increase
their credit supply and market share at the expense
of individual banks facing credit supply constraints,
whose regulatory capital will be most heavily affected by the abovementioned measures.

ing loan growth. Combined eﬀect of the measures
discussed above will, however, depend on the ﬁnal
wording of the adopted act.
The risks to the lending and ﬁnancial stability out-

2.2. Credit risk

look related to other bills proceeded in the Polish Sejm and discussed in the previous edition
of the Report remain valid. The three bills had been

Since the publication of the previous Report, the

submitted to the Sejm and they assume legislative in-

quality of loans to the non-ﬁnancial sector has not

terference with contractual provisions arising from

changed substantially, and the ratio of loan losses

52

FX loans , including the bill draed by the Oﬃce

to the value of loans has stabilized at the lowest

of the President of the Republic of Poland provid-

level since 2008. The stabilisation of quality and rel-

ing for a partial refund of FX spreads. Costs aris-

atively low loan losses were supported by the robust

ing from the refund would decrease banks’ earnings,

economic environment (see Chapter 1).

51 Przedstawiony przez Prezydenta Rzeczypospolitej Polskiej projekt ustawy o zmianie ustawy o wsparciu kredytobiorców znajdujących się

w trudnej sytuacji ﬁnansowej, którzy zaciągnęli kredyt mieszkaniowy oraz ustawy o podatku dochodowym od osób prawnych (Bill submitted
by the President of the Republic of Poland on amending the Act on supporting borrowers in ﬁnancial distress who have taken out housing
loans and the Act on Corporate Income Tax), Sejm paper No. 1863.
52 Poselski projekt ustawy o restrukturyzacji kredytów denominowanych lub indeksowanych do waluty innej niż waluta polska oraz o
wprowadzeniu zakazu udzielania takich kredytów (Deputies’ bill on the restructuring of loans denominated in or indexed in to currency
other than the Polish currency and on the introduction of the ban on oﬀering such loans), Sejm paper No. 729; Przedstawiony przez Prezydenta Rzeczpospolitej Polskiej projekt ustawy o zasadach zwrotu niektórych należności wynikających z umów kredytu i pożyczki (Bill
submitted by the President of the Republic of Poland on the rules for a refund of amounts due resulting from credit and loan agreements),
Sejm paper No. 811; Poselski projekt ustawy o szczególnych zasadach restrukturyzacji walutowych kredytów mieszkaniowych w związku
ze zmianą kursu walut obcych do waluty polskiej (Deputies’ bill on the special rules for the restructuring of foreign currency housing loans
in connection with a change in the foreign currency exchange rate to the Polish currency), Sejm paper No. 877.
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Figure 2.7. Distribution of impaired loan ratio for households at commercial banks (le-hand panel) and cooperative
banks (right-hand panel)
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Note: small cooperative banks include banks with assets below 200 million zlotys, medium-sized banks – from 200 million zlotys
to 500 million zlotys, large banks – above 500 million zlotys. Data excluding SK Bank.
Source: NBP.

2.2.1. Credit risk of loans to households

ity could be better knowledge of the local market,
which helped the banks to better assess credit risk.

The quality of loans to households did not change

The quality of housing loans, the largest portfolio

signiﬁcantly and remained better at cooperative

in the banking sector, and total loan losses and the

banks (except for large cooperative banks) than at

ratio of loan losses to the value of loans stabilised

commercial banks (see Figure 2.7). One of the rea-

(see Figures 2.8 and 2.9). Trends in the portfolio

sons why the diﬀerences in the quality of the loan

of zloty-denominated loans and portfolio of foreign

portfolios of the two groups of banks persisted was

currency-denominated loans diﬀered. The quality of

the diﬀerent structure of loan portfolios. A sub-

FX housing loans was steadily deteriorating and was

stantial portion (41% at the end of June 2017) of

lower than the quality of zloty housing loans, albeit

household loans in cooperative banks were granted

still much better than the quality of other types of

to individual farmers; the loans exhibited high qual-

household loans (see Figure 2.10). The main reason

ity (the impaired loan ratio was 2.3% at the end of

why the quality of the portfolio deteriorated was the

June 2017). The loans are, to a larger extent, so-

fact that the FX loan portfolio was ageing. The port-

called preferential loans for which part of the inter-

folio of FX housing loans consists almost exclusively

est and principal instalment is paid by The Agency

of housing loans originated before 2012, while in the

for Restructuring and Modernisation of Agriculture

portfolio of zloty housing loans the share of loans

(ARiMR). Moreover, a portion of the loans to indi-

originated aer 2012 is substantial (almost 2/3). The

53

In the

large share of relatively new loans in the portfolio

case of small and medium-sized cooperative banks,

of zloty loans positively inﬂuences its average qual-

one of the factors positively inﬂuencing loan qual-

ity, as new loans rarely deteriorate in the ﬁrst years

vidual farmers are guaranteed by ARiMR.

53 For

a description of the types of preferential loans and aid provided by the Agency, see “Kredyty preferencyjne z pomocą ARMiR na
realizację inwestycji w rolnictwie, rybactwie śródlądowym i przetwórstwie produktów rolnych, ryb, skorupiaków i mięczaków” (“Preferential loans with an assitance from ARMiR for investments in agriculture, inland ﬁsheries and processing of agricultural products,
ﬁsh, crustaceans and molluscs”), ARMiR.
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aer origination. Since FX loans are practically not

and loans not repaid accumulate in the portfolio

granted, loans serviced in a timely manner are grad-

(the impact of the process of ageing of FX housing

ually repaid (resulting in the decrease of the denom-

loans is described in detail in the Box 1).

inator of the impaired loan ratio – see Figure 2.11),
Figure 2.8. Net quarterly charges to impairment provisions

Figure 2.9. Ratio of net charges to provisions for impaired

for main categories of loans to households

loans to households to net value of the loans
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Note: Annualised data.
Source: NBP.

Figure 2.10. Impaired loan ratios of main categories of loans

Figure 2.11. Impaired loan ratios and value of foreign cur-

to households

rency and zloty housing loans
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Note: The value of particular loan categories at the end of June
2017 amounted to (PLN billion): Consumer loans – 154.7, Housing loans – 394.0, Other loans – 114.5.
Source: NBP.
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Figure 2.12. Average monthly loan repayments of households and their disposable income less the repayments – data for
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entire households (le-hand panel) and per equivalent unit1 in a household (right-hand panel)

2016

1

Per an equivalent unit in a household according to the OECD-modiﬁed equivalence scale.
Notes: “Mortg. CHF/PLN” – households repaying mortgage loans in CHF/PLN, “Other borrow.” – households repaying bank loans other
than mortgage loans, “Others” – households not repaying banks loans.
Source: NBP estimates based on GUS household budget surveys from the years 2013-2016.
Figure 2.13. Distribution of disposable income less loan instalments per equivalent unit1 in households repaying CHF

mortgage loans (le-hand panel), zloty mortgage loans (middle panel) and in households not repaying mortgage loans
(right-hand panel)
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Source: NBP estimates based on GUS household budget survey data from the years 2013-2016.

The quality of loans and value of loan losses in the

2014-2016 saw a decline of the share of new loans

portfolio of zloty housing loans were positively in-

with high LtVs.54 The average minimum amount of

ﬂuenced by the tightening of lending policy in this

costs of living and the buﬀer to protect household

market segment in the past several years. The years

budgets from interest rate hikes assumed by banks

54 According

to KNF survey data, the share of new loans with LtV above 80% fell from around 50% in 2011-2013 to 37% in 2017. Moreover, in line with Recommendation S, new loans with LtV>90% are no longer extended, while in 2011-2013 their share in new loans
was greater than 30%.
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rose.55 However, due to the speciﬁc character of the
loan portfolio (long average loan maturity resulting
in a slow decline of the share of loans originated in
earlier periods), the impact of these changes on the

Figure 2.14. Increase in the value of CHF housing loan

instalment compared to the instalment in the month of
loan origination against the values of these loans and wage
growth in the corporate sector from the month of loan
origination

value of loan losses of the whole portfolio was not
100%

Values of loans (right axis)
Increase in instalment - constant principal instalment
Increase in instalment - constant total instalment
Rise in average salary until July, 2017
18

80%

15

signiﬁcant so far. It will grow gradually as time goes
by (unless lending policy is eased in subsequent periods).

60%

12

The factor positively inﬂuencing the quality of

40%

Swiss franc-denominated mortgage loans was the

20%

relatively high (average) income buﬀers of the

0%

households repaying them. The averages and quar-

-20%

3

tiles of distributions of incomes less loan repayments

-40%

0

ers repaying zloty mortgage loans and substantially
higher than that of the remaining households56 (see
Figures 2.12 and 2.13). The condition of borrowers was positively inﬂuenced by wage growth, taking place from the date when most loans were originated (see Figure 2.14). The impact of Swiss franc
exchange rate growth from the date of origination of
most of the loans on the value of instalments of Swiss

7-2010

1-2010

7-2009

1-2009

7-2008

1-2008

7-2007

1-2007

7-2006

1-2006

7-2005

6

1-2005

were higher than for the households of borrow-

9

Values of loans at the end of July 2017extended in
successive months (zloty billion)

for the borrower’s creditworthiness assessment also

Month of loan origination

Assumptions: A Swiss franc-denominated housing loan with
maturity of 25 years, repaid in constant total instalments or
constant principal instalments, an instalment calculated on the
basis of the Swiss franc exchange rate and the LIBOR 3M rate
of 31 July 2017 and average spread on Swiss franc-denominated
loans at loan origination.
Note: Points on the horizontal axis mark the month of
loan origination. Bars present the zloty value (at the end of July
2017) of Swiss franc-denominated housing loans taken out in a
given month marked on the horizontal axis.
Source: NBP estimates based on survey data.

franc-denominated loans was still mitigated by low

Despite the gradual depreciation of the Swiss

(negative) market interest rates in CHF57 (see Figure

franc against the zloty, from December 2016

2.14). The good condition of the households repay-

the level of collateralisation of a substantial por-

ing Swiss franc mortgage loans is also conﬁrmed by

tion of Swiss franc-denominated loans was lower

households’ subjective judgements, which are simi-

than at the loan origination date.

lar to judgements of the households repaying zloty

of June 2017, the estimated share of loans with

mortgage loans and much better that the judge-

LtV above 100% and 120% in the portfolio of Swiss

ments of the households that do not repay mortgage

franc-denominated loans were, respectively, 40%

loans (see Figure 2.15).

and 30%.58 Due to the good quality of the FX loan

At the end

55 Based

on the results of the KNF-conducted survey of the portfolio of housing loans of households from the years 2014-2016.
so-called equivalence scales were used to compare the value of the income and expenditure of households repaying mortgage
loans and the remaining households. The scales help to compare the incomes and expenditures of households of diﬀerent size (the
size of households repaying mortgage loans is on average bigger than that of the remaining households). The fact that expenditures
(and incomes needed to ﬁnance it) do not grow on a linear basis with each additional household member, but proportionally to the
equivalence scale of the household, is also taken into account. The equivalent incomes/expenditures per household member can be
interpreted as an equivalent of the value of expenditures (or incomes needed to ﬁnance it) of a single-person household. The so-called
modiﬁed OECD equivalence scale used in GUS publications was applied in the estimates.
57 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.
58 Source: NBP estimates based on KNF data.
56 The
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portfolio, the impact of high LtVs on banks’ earnings

tion, this factor would have a negative impact on the

was limited. However, in the case of a deterioration

value of loan losses on the portfolio.

in quality and the need for large-scale debt collec-

Figure 2.15. Subjective judgements of the own ﬁnancial condition of households repaying CHF-denominated mortgage

loans (le-hand panel), zloty-denominated mortgage loans (middle panel) and households not repaying mortgage loans
(right-hand panel)
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Note: The Figure shows the percentage of households who selected the survey-indicated answers to the question on their assessment of
their ﬁnancial condition.
Source: NBP estimates based on GUS household survey data from 2013-2016.

Box 1. The impact of the ageing process on the quality of housing loans
The results of the survey of housing loans to households in the years 2010-2016 point to a steady deterioration
in the quality of particular vintages of housing loans over time (see Figure 1 and 2). This trend is particularly
visible in the ﬁrst years aer loan origination and seems, to some extent, independent from macroeconomic
factors:
A gradual deterioration of housing loan quality was observed amid a considerable improvement in the situation of households in 2014 and 2016. In those years, similarly to 2015, unemployment declined (in 2014-2016,
the LFS unemployment rate dropped by 1.7 p.p., 1.2 p.p. and 1.4 p.p., respectively) and disposable income
of households and non-commercial institutions increased (by 2.7%, 2.5% and 5.6%, respectively).
The decline in the impaired loan ratio observed in certain vintages in 2015 was largely caused by statistical
factors, i.e. large debt sale transactions and transfers to oﬀ-balance sheet.1
Thus, the reasons behind a gradual deterioration in the quality of particular vintages of housing loans aer their
origination should be attributed to other factors. As loan is originated aer the veriﬁcation of the client’s creditworthiness, in the period immediately aer loan origination nearly all loans are well serviced, and the impaired
loan ratio is close to zero.2 Yet, as time passes since loan origination, there are circumstances beyond the borrower’s
control that may lead to a temporary or permanent deterioration in the borrower’s ﬁnancial situation, such as loss
of job, health problems, death of the borrower or one of co-borrowers or divorce. This results in the accumulation of non-serviced loans, and consequently, an increase in the impaired loans ratio. The gradual repayment
of well-serviced loans also works in the same direction (decline in the denominator of the ratio).
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Figure 1. The impaired loan ratios of subsequent vintages of housing loans granted aer 2008 at the end of the years
2010-2016, broken down into FX loans (le-hand panel) and zloty loans (right-hand panel)
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Notes: To ensure better legibility of ﬁgures, subsequent loan vintages are marked in increasingly brighter colours. Data, excluding
ﬂows between the FX loans portfolio and the zloty loans portfolio resulting from currency conversion of loans. Vintages of FX
housing loans aer 2012 were excluded due to their insigniﬁcant number.
Source: NBP estimates based on UKNF survey data.

The pace of deterioration in the quality of particular vintages was also signiﬁcantly aﬀected by the lending
policy of banks in the loan origination period and the statistical factor in the form of debt sale transactions and
transfers to the oﬀ-balance sheet. On the other hand, the impact of the situation in the external environment
(among others, changes in the level of unemployment, interest rates in the case of loans with variable interest rates
and the exchange rate in the case of FX loans) was lower in the analysed period.
Figure 2. The impaired loan ratios of subsequent vintages of housing loans granted before 2009 at the end
of the years 2010-2016, broken down into FX loans (le-hand panel) and zloty loans (right-hand panel)
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Notes: To ensure better legibility of ﬁgures, subsequent loan vintages are marked in increasingly brighter colours. Data, excluding
ﬂows between the FX loan portfolio and the zloty loan portfolio, resulting from currency conversion of loans.
Source: NBP estimates based on UKNF survey data.

The gradual deterioration in the quality of housing loans over time aer loan origination results in an increasingly lower quality of the earlier vintages of loans. The 2007-2008 loan vintages, i.e. granted in the period of loose
lending policy, were an exception to this rule. The quality of these vintages at the end of the analysed period was
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lower than that of the earlier vintages (see Figure 2). Additionally, the quality of the same vintages of FX loans
were better than that of zloty loans, also aer excluding ﬂows between the FX loan portfolio and the zloty loan
portfolio resulting from the currency conversion of loans.

1

Debt sale and transfers to the oﬀ-balance sheet in 2013-2016 reached 0.3 billion zlotys, 0.9 billion zlotys, 2.3 billion zlotys and
0.9 billion zlotys, respectively (Source: KNF survey data from the years 2013-2016).
2 Apart from cases of deliberate fraud (e.g. loan fraud, providing false data in the loan application, deliberate non-servicing
of the loan despite the borrower’s good ﬁnancial situation), or bank employee’s gross errors when assessing creditworthiness.

The quality of consumer loans did not change

constitute the largest part of the category of other

signiﬁcantly, and the ratio of loan losses to the

loans. In the case of loans to individual farmers,

value of the loan portfolio stabilized at a relatively

loan quality deteriorated slightly and loan losses in-

low level (see Figures 2.10 and 2.8). Besides eco-

creased, however to a lesser extent than in previ-

nomic factors, the level of the impaired loan ra-

ous quarters. The slower pace at which loan losses

tio was considerably inﬂuenced by statistical factors

grew may have been linked to the improved situa-

such as debt sale transactions and transfers to the

tion in agriculture.61 The quality of loans to individ-

oﬀ-balance-sheets, the scale of which was relatively

ual farmers was still much better than the average in

59

large.

The quality of the consumer loan portfolio

the household sector, and credit losses were lower.

was also, to a lesser extent, aﬀected by an increase
in the value of the portfolio (an increase of the de-

The average coverage of impaired loans to house-

nominator of the impaired loan ratio).60 The value

holds by provisions in the banking sector did not

of loan losses may have been impacted – besides the

change signiﬁcantly for several quarters (see Fig-

improved condition of households – by the tighten-

ure 2.17). However, it is worth noting that coverage

ing of lending policy in this market segment in re-

continues to be low at large cooperative banks. Low

cent quarters.

coverage may stem from the speciﬁc character of a

The quality of so-called other loans to households

bank’s loan portfolio (e.g. high value of collateral),

improved, but the improvement in the ratio of the

but may also indicate that provisions for impaired

losses to the value of loans ratio came to a halt (see

loans are underestimated.62 The risk is signiﬁcant,

Figures 2.10 and 2.16). The improvement mainly

especially in the context of relatively high impaired

applied to loans to individual entrepreneurs, which

loan ratios in this group of banks (see Figure 2.7).

59 In

line with KNF survey data, the estimated value of debt sale transactions and the operations of transfer to oﬀ-balance-sheet in the
last three years ranged from 3.3 to 5.4 billion zlotys annually. According to banks’ forecasts for 2017, debt sale and the transfer of loans
to oﬀ-balance-sheet would total 2.2 billion zlotys.
60 The rise in the value of the consumer loan portfolio in the ﬁrst half of 2017 led to a decline in the impaired loan ratio of 0.4 percentage
points.
61 See GUS studies “Koniunktura w gospodarstwach rolnych” (“Economic situation of the farms”) from the period 2015-2017, available
on stat.gov.pl.
62 See “Informacja o sytuacji banków spółdzielczych i zrzeszających w I kwartale 2017 r.”(“Information on the situation of cooperative and associating banks in the 1st quarter of 2017”), July 2017, UKNF, p. 15-16, “Sprawozdanie z działalności Komisji Nadzoru
Finansowego w 2016 roku”(“Report from the activity of the KNF in 2016”), Warsaw, 2017, UKNF, p. 100.
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Figure 2.16. Quarterly net charges and their ratio to net

value of loans to entrepreneurs and individual farmers

Such a scenario will be supported by continued positive developments in the labour market and the recent tightening of lending policy in the segment of
consumer loans and earlier – in the segment of housing loans.
In the case of borrowers with low income buﬀers,
a potential interest rate hike might create problems in servicing loans with a variable interest rate.
Potentially, this applies mainly to housing loans as
the share of interest instalment in the total loan instalment is high. In this case, the mitigating factor
is an increase in average income buﬀers protecting
from an interest rate hike, required for granting a
loan in the years 2014-2016.

Notes: Data excluding housing loans. Ratio – annualized data.
Source: NBP.

Figure 2.17. Coverage of impaired loans to households by

2.2.2. Credit risk of corporate loans

provisions, according to type of bank
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reached the lowest level since 2010, and the ratio of

50%
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40%

loans declined (see Figure 2.18). The percentage of

30%

loans newly classiﬁed as impaired (for more informa-
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tion on this ratio, see Box 2) also decreased.
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Notes: Data excluding SK Bank.
Source: NBP.

Outlook

The situation of loans provided to enterprises by
large cooperative banks, where risk remained at
an elevated level, was an exception. The impaired
loan ratio was growing (see Figure 2.19). The coverage of impaired loans by provisions remained at level

The foreseeable favourable macroeconomic devel-

lower than that reported for other bank groups (see

opments allow to expect that the ratio of loan

Figure 2.20), despite supervisory measures taken by

losses to the value of loans to households will ei-

KNF63 , which contributed to its slight increase. Also,

ther stabilise or slightly fall in the coming quarters.

the share of loans in arrears from 31 to 90 days not

63 The

measures were aimed at verifying whether some banks’ actions to use collateral reducing the basis for provisions were correct –
see “Informacja o sytuacji banków spółdzielczych i zrzeszających w I kwartale 2017” (“Information on situation in cooperative and
associating banks in the ﬁrst quarter of 2017”), July 2017, UKNF.
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recognized as impaired was relatively high (see Fig-

(almost 90%). Nevertheless, the amounts and levels

ure 2.21). Therefore, the level of provisions for the

of impaired loan ratios decreased in the ﬁrst half of

loans may turn out to be insuﬃcient, especially in

2017. Also, there was a substantial fall in the ratio

the event of a possible further deterioration in loan

of loan losses to the value of loans (see Figure 2.22),

quality.

most likely caused mainly by the lack of inﬂow of

The costs of materialisation of risk associated with

new loans in arrears.

banks’ ﬁnancing of oﬃce real estate were insigniﬁcant, despite an imbalance between supply and demand observed in the market64 and the accompa-

Figure 2.18. Quarterly net charges to provisions for im-

paired corporate loans and their ratio to net value of loans

nying decline in loan quality. Both the impaired
loan ratio and the ratio of loan losses to net value
of loans in this segment remained lower than calculated for the entire portfolio of banks’ loans to enterprises. Also, the reduction in bank lending for this
type of real estate has been visible for several quarters (see Figure 2.22).
The quality of residential real estate loans to enterprises was worse than the average for the portfolio,
mainly due to the fact that banks kept in their balances loans – for development projects granted in
previous years – that ceased to be serviced. These
were predominantly loans in arrears above 1 year

Note: Ratio – annualized data.
Source: NBP.

Figure 2.19. Distribution of impaired corporate loan ratio at commercial banks (le-hand panel) and cooperative banks

(right-hand panel)
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Note: Data excluding SK Bank.
Source: NBP.

64 “Information on home prices and the situation in the residential and commercial real estate market in Poland in 2017 Q2”,

September

2017, NBP.
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Figure 2.20. Coverage of impaired corporate loans by pro-

Figure 2.21. Share of corporate loans in arrears of 31–90

visions, according to type of banks

days in total corporate loans, according to type of banks
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Notes: The part of portfolio of corporate loans in arrears of 31–
90 days that was classiﬁed as impaired in the groups of banks
shown in the Figure at the end of 2017: commercial banks – 42%,
large, medium-sized and small cooperative banks, respectively,
32%, 38% and 27%. Data excluding SK Bank.
Source: NBP.

Figure 2.22. Loan amounts and impaired loan ratios for real estate loans to enterprises (le-hand panel) and the ratio of

net charges to provisions to net value of loans (right-hand panel)

Notes: Data excluding BGK. The ratio of net provisions to net value of loans – annualized data.
Source: NBP.
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Corporate loan quality by sections of the national
economy65

of loans to the entire non-ﬁnancial corporate sector. The relatively high impaired loan ratio for this
section of economy results from the diﬃcult situa-

At the end of June 2017, the quality of loans

tion of enterprises operating in it in the past, pri-

granted to enterprises that represent the major-

marily in years 2011–2013. The improving situation

ity of sections of the national economy, including

in construction supports a decline in the percentage

three sections with the largest share in the portfo-

of loans newly classiﬁed as impaired.

lio of corporate loans, was better than a year earlier (see Figure 2.23).

The situation of several sections with a minor share
in corporate loans remained diﬃcult and nega-

Figure 2.23. Impaired loan ratio in particular sections of the

national economy and their shares in the loan portfolio

tively impacted on the risk and earnings of banks
lending to them.

Impaired loan ratios in sections of the economy

24%
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I
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tiﬁcates observed in previous years. In 2016,
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one of the reasons behind the decline was the
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Shares of loans to the given section in total corporate loan
portfolio

Notes: Data are based on the so-called large exposure reporting.
Changes in June 2016–June 2017: Green colour – a decline in the
impaired loan ratio, red colour – a rise of more than 1 percentage
point, yellow colour – a rise of less than 1 percentage point.
Sections: A – Agriculture, B – Mining, C – Manufacturing,
D – Electricity, gas and heating supply, E – Water supply,
sewerage and waste management, F – Construction, G – Trade
and repairs, H – Transportation and storage, I – Hotels and
restaurants, J – Information and communication, L – Real estate
activities, M – Professional, scientiﬁc and technical activities,
N – Administrative activities, P – Education, Q – Health care,
R – Arts, entertainment and recreation, S – Other services.
Source: NBP.

The economic recovery favoured a further improvement in the quality of the portfolio of loans

shi in state policy towards the renewable energy industry.67 Loans to enterprises that produce energy from renewable sources (among
others, wind farms) were concentrated in several banks. Provisions for impaired loans have
so far been created only for a small portion of
the loans. The bad situation of the sector was
responsible for the high value of the impaired
loans inﬂow ratio calculated for the entire section Electricity, gas and heating supply (see Box
2, Figure 3).

to the Construction section66 , although their qual-

In the past, the coal and lignite mining com-

ity remained signiﬁcantly worse than the quality

panies experienced ﬁnancial problems. The

65 Analysis

based on the so-called large exposures.
contrast to real estate loans to enterprises, where the distinguishing criterion is the purpose of credit (see Figure 2.22), in loans to
speciﬁc sections discussed in this part of the text, including to Section F – Construction, the distinguishing criterion is the section of
the economy that the enterprise reports as dominant in its business (irrespective of the type and purpose of credit).
67 See, among others, Rozporządzenie Ministra Energii z dnia 17 października 2016 r. w sprawie zmiany wielkości udziału ilościowego
sumy energii elektrycznej wynikającej z umorzonych świadectw pochodzenia potwierdzających wytworzenie energii elektrycznej z odnawialnych źródeł energii w 2017 r. (Regulation of the Minister of Energy of 17 October 2016 on changing the quota of electricity covered
by redeemed certiﬁcates of origin conﬁrming generation of electricity in renewable energy sources in 2017), Journal of Laws of 2016, item
1753, and Ustawa z dnia 28 czerwca 2016 r. o zmianie ustawy o odnawialnych źródłach energii oraz niektórych innych ustaw (the Act of
28 June 2016 on amending the Act on renewable sources of energy and certain other acts), Journal of Laws of 2016, item 925.
66 In
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condition of the industry since 2016 has grad-

loans to the industry. However, as the share

ually improved, mainly as a result of rising

of loans to coal and lignite mining enterprises

coal and coke prices and ongoing restructuring

in total corporate loans is not large (0.45%68 ),

measures. However, the improvement was not

the exposures do not jeopardise banking sector

coupled by an improvement in the quality of

stability.

Box 2. A new measure of loan quality – the inﬂow ratio of impaired corporate loans
The measure of loan quality in the banking sector, proposed in the box, is a supplement to traditional measures
such as the impaired loan ratio, impaired loan growth, and the quarterly (annualized) ratio of net charges to
provisions for impaired loans to total loans. This measure was designed for loans to non-ﬁnancial corporations
with the use of data on so-called large exposures.1
The proposed ratio measures to what extent the until now “good” loans have deteriorated in quality. It is
calculated on a common sample of exposures from two consecutive quarters, i.e. for such exposures which existed
in the database both in the quarter in question and the preceding quarter. Therefore, the change in quality is
studied of only those exposures which were in the database in both periods.
t
The inﬂow ratio of impaired loans t = BIt−1
where It is the sum of the value of exposures reclassiﬁed from “nonimpaired loans” to “impaired” from quarter t−1 to quarter t. At the same time, this only applies to exposures which
existed in the database (i.e. exposures for a given company in a given bank) both in period t − 1, and in period t.
Bt−1 is the sum of values of the non-impaired exposures in quarter t − 1 which were still in the database in quarter
t.

The inﬂow ratio of impaired loans allows to assess the quality of loans from a diﬀerent perspective from the measures used up to now. Firstly, it could constitute an approximation of the measure of the probability of default (PD)
for the analysed companies. Secondly, this ratio shows the clear eﬀect of any deterioration in loan repayments,
since it excludes the impact of the sale and write-down of loans. It is also more resilient than the impaired loan
ratio to the disturbing impact of loan growth. Due to the composition of the database, the ratio relates only to
large exposures of banks to companies.
Figure 1. Inﬂow ratio of impaired corporate loans
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Source: NBP based on (N)B0300.

68 At

the end of the second quarter of 2017 the value of loans to coal and mining companies amounted to circa 1.7 billion zlotys and
banks’ additional exposures due to debt securities issued by this sector’s companies – to almost 1 billion zlotys.
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Figure 2. Net inﬂow ratio of impaired corporate loans and quarterly net charges to provisions for impaired loans
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Figure 3. Inﬂow ratio of impaired corporate loans to selected sectors according to the Polish activity classiﬁcation
(PKD)
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The trend changes of the inﬂow ratio of impaired loans were similar to other credit risk measures and were
closely tied to the macroeconomic developments and the situation of enterprises. The new indicator also showed
a similar level of volatility to the other measures. For example, aer subtracting the value of exposures reclassiﬁed
from “impaired” to “non-impaired” from the value of exposures reclassiﬁed from “non-impaired” to “impaired” in
the numerator of the inﬂow ratio of impaired loans, the new indicator had features particularly close to the quarterly net charges to provisions for impaired loans (see Figure 2). Therefore the forecasts of this indicator may be
interpreted with some approximation as forecasts of future credit losses.
In the sector breakdown, the new indicator shows large volatility over time (see Figure 3). Abrupt changes
in quality also took place in many sectors. By analysing some extremely high values of the indicator, it is possible to identify the types of activity which banks assessed particularly negatively as regards credit risk in a given
quarter. It should be noted that the sectors are characterised by diﬀerent levels of credit risk. Over the last three
years, the indicator reached relatively high value in the case of Mining (section B), Construction (section F) and
Professional, scientiﬁc and technical activities (section M). Since the second half of 2016 the value of the indicator
rose dramatically for Electricity, gas and heating supply (section D).

1

The data were taken from the database of so-called large exposures, i.e. loans whose value amounted to at least 500 thousand
zloty in banks in the form of joint stock companies, state-run banks and non-associated cooperative banks and at least 100
thousand zloty in associated cooperative banks. Until June 2013, the classiﬁcation of credit exposures in form B0300 was based
on both on-balance sheet and oﬀ-balance-sheet exposures, and since September 2013 it has related only to on-balance-sheet
exposures. This is why up to June 2013 the measure uses data for both on-balance sheet and oﬀ-balance-sheet exposures, and
from September 2013 only data for on-balance-sheet exposures.

The future situation of enterprises active in the
Outlook

markets characterised by signiﬁcant imbalances
(e.g. the commercial real estate market) and sec-

The forcasted good economic situation and still

tions of the economy facing regulatory changes

favourable albeit slightly worse forecasts of the sit-

(such as production of energy from renewable

uation in the non-ﬁnancial corporate sector should

sources, road transport) can be considered risk fac-

support keeping the ratio of loan losses to the

tors. The oﬃce real estate market imbalance may

value of corporate loans close to the current level.69

continue to negatively aﬀect the situation of entities

Liquidity and proﬁtability ratios remain high, al-

investing in oﬃces, and also of construction com-

though they have declined recently.

The results

panies involved in building these oﬃces. However,

of the “Ankieta Roczna” NBP (NBP “Annual Sur-

a potential deterioration in the situation of the en-

vey”) have shown that the majority of borrowers

tities should not have a big impact on the banking

positively assess the resilience of their situation to

sector as the share of commercial real estate loans

the potential changes in selected external economic

in banks’ loan portfolios is low. The future condi-

parameters (see Box 3). However, the survey has

tion of the industry producing energy from renew-

also shown the limited rationality of resilience as-

able sources will largely depend on the eﬀect of al-

sessments made by some borrowers. Therefore, they

ready implemented or currently developed regula-

may not be prepared for unexpected and negative fu-

tions (e.g. amendments to the Wind Farm Invest-

ture developments, e.g. unfavourable movements of

ment Act that sets the minimum distance for the lo-

foreign exchange rate or interest rates.
69 The

responses of enterprises participating in the NBP quick monitoring survey indicate that the forecasts have slightly worsened, see
“NBP Quick Monitoring Survey. Economic climate in the enterprise sector ”, October 2017, NBP.
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cation of wind farms from residential estates and en-

ropean Union may adversely impact the condition

vironmentally protected areas). The risk connected

of entities active in this section. However, its share

with lending to entities from this industry is, how-

in the entire portfolio of corporate loans amounts

ever, limited to a relatively small group of banks and

to around 1.7%, which reduces the possible negative

will not have systemic consequences. The possible

impact of changes taking place in road transport on

introduction of uniform regulations concerning the

the banking sector.

minimum wage in road transport in the entire EuBox 3. Analyses of ﬁnancial situation resilience in enterprises – results of the “Ankieta Roczna”
NBP (NBP “Annual Survey”)
Alongside appropriate risk management conducted by banks, the behaviour of non-ﬁnancial entities, including
enterprises, is also of great signiﬁcance for the stability of the ﬁnancial system. One of the key elements impacting
on the course of the ﬁnancial cycle is the rationality of the actions of these entities.1 The process of identiﬁcation
and analysis by ﬁrms of signals that could be crucial for their future economic situation is particularly important.
From the point of view of ﬁnancial system stability, it may be particularly unfavourable when the enterprises
have a reactive attitude towards risk perception and analysis, i.e. they respond to already materialising threats
rather than anticipate them. The consequences of such a situation may intensify, particularly in the case of longer
periods of stable economic situation. Such a stance of enterprises may, among others through the extrapolation
mechanism, lead to an underestimation of the signiﬁcance of potential threats in business activities2 and ultimately
– to excessively risky activities.
The aim of the study, whose results are presented in this box, was to assess the resilience of the corporate sector
to potential changes of selected external parameters (interest rates, exchange rate, wages, commodity prices, legal
regulations), which could signiﬁcantly impact on the operating costs of companies, demand, the possibility of ﬁnancing business activity, etc. The attitudes of enterprises towards studying the resilience of their own ﬁnancial
situation to changes in these parameters was also analysed, in particular, the motivation to conduct such analyses
and possible barriers to undertaking them. The study identiﬁed the types of strategies to protect companies from
the impact of changes of the above external parameters.
The study was carried out between April–May 2017 on a sample of 1,749 enterprises from the whole of Poland and
was part of the survey carried out every year by NBP (“Ankieta Roczna” NBP, NBP “Annual Survey”3 , hereinaer
referred to as AR). The vast majority of the sample – 70% – were enterprises employing less than 250 people, in other
words, operating in the SME sector, and the remaining 30% were large enterprises. Bank loans proved to be key or
essential for the functioning of 45% of the surveyed enterprises (this group is referred to hereinaer as borrowers).
The results of the survey allowed the following conclusions to be drawn:
The vast majority of the surveyed borrowers (82%) assess their current ﬁnancial situation as stable (see
Figure 1). The majority of them believe that it is permanently stable, i.e. good at the moment of the survey
and such that in the future it will not signiﬁcantly deteriorate under unfavourable changes in the analysed
external parameters. A smaller group of ﬁrms indicates that their situation is currently good, but may be adversely aﬀected by negative disruptions of external parameters. Only approx. 8% of the surveyed borrowers
believe that their situation is not good, and all, even weak, negative stimuli could exacerbate it. Borrowers
from the SME sector assess their situation as stable less frequently than large enterprises. Also, the borrowers who have experienced signiﬁcant shocks to their ﬁnancial situation in the last 3 years more frequently
indicate instability of their situation than those who in recent years have not had serious ﬁnancial problems.
Uncertainty among enterprises about the stability of their own ﬁnancial situation in 12 months is rising.

52

Narodowy Bank Polski

Banking sector

Figure 1. Assesment of borrowers’ ﬁnancial situation stability
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Not aplicable, such analyses are not conducted
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Source: Calculations based on the results of the “Ankieta Roczna” NBP (NBP “Annual Survey”).

The vast majority of borrowers analyse their resilience to the deﬁned external parameters only reactively,
i.e. only when they judge that their own ﬁnancial situation is becoming vulnerable to possible changes
in a given area (see Figure 2). Such an attitude oen results from the fact that they perceive this type
of change as unlikely. Some borrowers also believe that their ﬁnancial situation is so good that such potential
disturbances will not have much impact on them, despite the fact that these enterprises do not analyse their
resilience (see Figure 3).
Credit ﬁnancing is a factor that disciplines and motivates ﬁrms to be more cautious and prudent. Enterprises that are borrowers analyse the resilience of their ﬁnancial situation to changes in external parameters
much more frequently than enterprises for whom bank credit is of no signiﬁcant importance. Such an attitude of borrowers, by strengthening the resilience of the corporate sector to negative changes in the analysed
ﬁnancial parameters, has also a positive impact on ﬁnancial stability.

Figure 2. Areas of vulnerability of borrowers’ ﬁnancial situation and their analyses of its resilience
Borrowers indicating that their financial
situation is vulnerable to changes in given
external parameters

Borrowers not indicating that their financial
situation is vulnerable to changes in given
external parameters
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Source: Calculations based on the results of the “Ankieta Roczna” NBP (NBP “Annual Survey”).
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Figure 3. Reasons why borrowers do not conduct systematic analyses of their ﬁnancial situation resilience to
changes in external parameters
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Source: Calculations based on the results of the “Ankieta Roczna”NBP (NBP “Annual Survey”).

The largest number of the surveyed borrowers declare vulnerability of their ﬁnancial situation to changes
in commodity prices and changes in wages (see Figure 4). This is in line with the results of the GUS F-01
reports examination, from which it follows that these are signiﬁcant components of cost growth in enterprises
in recent quarters.4
Changes in interest rates are less frequently indicated by all the surveyed borrowers as an area of vulnerability of their ﬁnancial situation (see Figure 4). This may indicate, among others, good lending policy
of the banks, allocating loans to companies that are resilient to interest rate changes, but may also indicate
that borrowers’ expectations regarding monetary policy have been anchored. Financial data also show that
the level of leverage in Polish companies is relatively low, and therefore their direct vulnerability to such
changes is limited. On the other hand, the fact that some ﬁrms disregard the impact of interest rate changes
on their ﬁnancial situation may indicate the risk of future problems of this group in adapting to possible
changes in the level of interest rates on loans.
Figure 4. Areas of borrowers’ ﬁnancial situation vulnerability to changes in external parameters
Whole population of surveyed borrowers
Population of surveyed borrowers conducting analyses of own financial situation vulnerability
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Note: Respondents could indicate more than one answer.
Source: Calculations based on the results of the “Ankieta Roczna”NBP (NBP “Annual Survey”).
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The majority of the surveyed borrowers attempt to mitigate the vulnerability of their ﬁnancial situation to changes in external economic parameters. However, measures taken by them are oen passive.
The method most frequently applied by this group of respondents to mitigate the vulnerability of their ﬁnancial situation to changes in external parameters is to avoid making major business/investment decisions
during times of greater uncertainty (see Figure 5).
There is a need to develop publicly available tools that could be used by companies to analyse their ﬁnancial situation resilience to changes in external parameters. One of the reasons for not doing so, indicated
by a relatively large group of borrowers, is the lack of suitable tools/people in the company and at the same
time shortage of ﬁnancial resources which would allow them to outsource such analyses see Figure 3).
Figure 5. Methods mitigating vulnerability of borrowers’ ﬁnancial situation to changes in external parameters
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Source: Calculations based on the results of the “Ankieta Roczna” NBP (NBP “Annual Survey”).

To summarise, the conducted analyses show that the majority of the surveyed enterprises-borrowers assess their
ﬁnancial situation as stable. However, a signiﬁcant percentage of companies monitor potential threats resulting
from possible future changes in the major external ﬁnancial parameters only to a small extent. A very long period
of good and stable economic situation of the corporate sector may also limit enterprises’ ability to adapt to the situation, should such disturbances occur in the future. In such conditions, careful assessment by banks of borrowers’
ﬁnancial situation and its vulnerability to changes in external parameters is therefore particularly important.

1

See, e.g. M. Guzman, P. Howitt, “Learning, Expectations, and the Financial Instability Hypothesis” Contemporary Issues
in Macroeconomics, 2016.
2 See, e.g. S.G. Cecchetti, P. Disyatat, M. Kohler, “Integrating ﬁnancial stability: new models for a new challenge”, BIS-ECB
Workshop on “Monetary policy and ﬁnancial stability”, Basel, Switzerland, 10–11 September 2009.
3
More information on “Ankieta Roczna NBP”(“NBP Annual Survey”) can be found on the website
http://www.nbp.pl/home.aspx?f=/publikacje/koniunktura/koniunktura_prezentacja/koniunktura_prezentacja_inf.html.
4 See “NBP Quick Monitoring Survey. Economic climate in the enterprise sector. Summary ”, July 2017, NBP.
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2.3.

of such a hedging strategy, in particular the use of

Market risk

short-term instruments, increases the rollover risk

The basic market risk taken by domestic banks

and reliance on ﬁnancial market developments.

stems from the balance-sheet structure mismatch

The assets of banks classiﬁed into the trading book

in terms of currency and interest rate. The scale

remained relatively minor. The majority of debt se-

of trading activity and, consequently, the risk associ-

curities in banks’ portfolios are not marked accord-

ated with it is negligible.

ing to current market value or their valuation is rec-

The risk of sizeable direct losses arising from foreign exchange rate ﬂuctuations is low. The long
on-balance FX position (related mainly to the portfolio of FX housing loans) is hedged with fx swap and
CIRS transactions, and hence the net open position

ognized in the capital (see Table 2.1). The entire
trading portfolio does not exceed 2% of banking sector’s assets. In consequence, the median of VaR due
to the interest rate risk in the trading book is very
small and does not exceed 1% of own funds.
The majority of securities held by banks are low

is insigniﬁcant (see Figure 2.24).

credit risk instruments, i.e. government bonds and
Figure 2.24. FX position in relation to total assets

NBP bills. Aer the value of the portfolio of gov-

Assets

ernment bonds rose markedly in the ﬁrst quarter of

Liabilities

2016, their share in banks’ assets remained relatively

On-balance sheet FX position

stable. The increase in the government bond portfo-

Net FX position

lio was accompanied by a reduction in its average du-
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cial and cooperative ones, have a positive interest
rate gap (see Figure 2.25). This means that the interest rate on assets responds to the changes in the
reference interest rate to a greater extend and faster

The balance-sheet value of the FX position has

than the interest rates on liabilities. In consequence,

been relatively stable in recent years despite the

a reduction of the reference interest rate results ce-

gradual repayment of FX housing loans. This was

teris paribus in a drop in the bank’s net interest in-

the result of a simultaneous reduction of funding

come, while an interest rate hike results in a rise

in foreign currency (see Chapter 2.4.). Closing an

in net interest income. Cooperative banks are rela-

FX position with fx swap and CIRS transactions posi-

tively more sensitive to interest rate changes, which

tively inﬂuenced banks’ earnings because there were

stems from both the very structure of the interest

favourable price terms in the market of these instru-

on their balance sheet70 and the larger share of net

ments (see Chapter 1.2.). However, the application

interest income from banking activity.

70 Financial

instruments with a short repricing date, including deposits with associating banks, have a substantial share in cooperative
banks’ assets.
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Table 2.1. Balance-sheet value of debt securities by issuer and accounting classiﬁcation (PLN billion)
Held
for trading
1.5
19.5
0.0
0.9
0.3
22.2

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

Fair value
through P&L
4.6
3.5
0.3
0.0
0.0
8.3

Available
for sale
53.8
226.3
7.1
9.2
7.9
304.4

Held
to maturity
8.9
30.1
0.4
4.0
0.2
43.7

Loans
and receivables
0.0
3.6
10.8
3.6
17.0
35.0

Total
68.7
283.0
18.7
17.8
25.4
413.6

Note: Balance as of the end of June 2017.
Source: NBP.

Figure 2.25. Contractual interest rate gap in the banking book at commercial banks (le-hand panel) and cooperative
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repricing date; d – working day, w – working week, m – month, y – year; as at the end of June 2017.
“Managed rate” refers to the ﬁnancial instruments whose interest rate is variable, but its change is based on the bank’s decision (there
is no direct contractual relationship to the level of market interest rates) and no nearest repricing date has been set.
Source: NBP.

The low probability of a decrease in interest rates

of households and enterprises) banks can form their

in the coming quarters (see Chapter 1.2.) allows

net interest income partially irrespective of market

to assume that the market risk arising from the

interest rate changes. On the other hand, competi-

structure of banks’ interest on assets and liabili-

tive pressure (also from outside the banking sector)

ties is limited. Additionally, taking advantage of

and potential problems with introducing a negative

a substantial share of managed rate liabilities (of

nominal interest rate on liabilities hampers the free-

which the majority are current and saving accounts

dom of the interest rate management.
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2.4.

Funding structure and

In the ﬁrst half of 2017, the value of deposits of

liquidity risk

decrease followed, among others, a fall in the value

the non-ﬁnancial sector has decreased slightly. The
of corporate deposits and a lower rate of growth of

Deposits of the non-ﬁnancial sector and deposits

household deposits. The decline of the growth rate

and loans from the ﬁnancial sector are the main

of deposits of the non-ﬁnancial sector has been ob-

source of funding of banks in Poland (respectively

served since the second half of 2016 (see Figure 2.27).

58% and 14% of the balance-sheet total, see Figure

The low and negative (in real terms) interest on de-

2.26). The role of other funding sources, including,

posits supported the search for alternative forms of

among others, issues of own debt instruments, is still

investment (among others on the real estate market

limited. As a result, the liquidity funding risk is pri-

and on the capital market71 ).

marily related to the stability of deposits of the nonﬁnancial sector.

Figure 2.27. Annual growth rate of deposits of the non-

ﬁnancial sector
Figure 2.26. The structure of the banking sector liabilities
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The high share of retail funding should be regarded as favourable from the point of view of deposit base stability and banks’ resilience to liquidity shocks. At the end of June 2017, household deposits accounted for over 70% of deposits of the nonﬁnancial sector. These deposits are considered as the
most stable funding sources due, among others, to
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Note: Data for residents aer excluding the impact of foreign exchange rate changes.
Source: NBP.

The lower deposit growth rate resulted in a slight
increase in the funding gap at commercial banks,
although it is still insigniﬁcant (see Figure 2.28).
The low funding gap is good for banks’ funding stability due to less reliance on the generally more expensive, and more volatile wholesale market.

the mechanism of deposit guarantees and their frag-

Cooperative banks have traditionally character-

mented nature which increases the diversiﬁcation of

ized by a high surplus of deposits over loans (a neg-

the funding base.

ative funding gap). The surplus funds were mainly

71

There was observed a high demand on the residential real estate market in the ﬁrst half of 2017 (with a high share of own funds, see
NBP periodical publications “Information on home prices and the situation in the residential and commercial real estate market in
Poland” of 2017) and on the capital market, among others, on saving bonds and investment funds’ shares (net inﬂows to investment
funds amounted to over 7 billion zlotys – the highest level for two years).
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Figure 2.28. Funding gap at commercial banks (le-hand panel) and cooperative banks (right-hand panel)
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Note: In order to eliminate the impact of foreign exchange rate diﬀerences on the value 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.

invested in associating banks and in safe debt in-

large core deposits. The possibility of withdrawing

struments (among others, in government bonds). In

funds on demand also applies to ﬁxed term deposits,

the past, the liquidity problems of some coopera-

and the cost is the loss of interest, which is currently

tive banks stemmed from the interaction between

low. This means that changes in the term structure

credit risk and liquidity risk, and not from low liq-

of deposits of the non-ﬁnancial sector have ceteris

uidity buﬀers. Therefore, from the point of view of

paribus a small real impact on the risk of funds out-

sector stability, it is beneﬁcial for the largest pos-

ﬂow.

sible group of banks join the institutional protection scheme (IPS), which, among others, provides

The share of liabilities from ﬁnancial institutions,

for monitoring and control of risk of their partici-

including in particular from foreign entities, in

pants and allows to mutually guarantee liquidity via

the structure of liabilities of commercial banks has

the support mechanism.72

continued to fall (see Figure 2.29). The fall is the result of banks’ lower ﬁnancing needs in foreign cur-

The record low level of the interest rate on deposits

rency following the gradual reduction of the portfo-

resulted in an increase in the share of current de-

lio of FX housing loans, a low funding gap and own-

posits in banks’ liabilities which currently exceed

ership changes in the sector.

the value of ﬁxed term deposits.73 Such a term
structure positively aﬀects the interest margin, but it

The share of funds raised from foreign related ﬁ-

may strengthen maturity transformation in contrac-

nancial institutions in liabilities towards foreign ﬁ-

tual terms (the maturity mismatch of assets and lia-

nancial institutions was gradually decreasing (see

bilities). On the other hand, current deposits exhibit

Figure 2.30), which also stemmed from the owner-

72 The

purpose of the liquidity support mechanism is to ensure liquidity of each participant in the scheme. The liquidity support mechanism in speciﬁc IPS schemes comprises the following funds: the Deposit Minimum at IPS SGB and Mandatory Deposit at IPS BPS.
Funds from the aid mechanisms are accumulated on accounts with associating banks. Main forms of the aid include the release of the
funds freeze, liquidity deposit and a liquidity loan.
73 The category of “current deposits” includes all funds repayable on demand, accumulated both on saving and settlement accounts and
saving accounts.
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ship changes in the sector – aer the sale of a bank,

tinued to decrease (see Figure 2.31). The interest

its liabilities towards the former owner cease to be

on new term deposits of the non-ﬁnancial sector was

intra-group liabilities. However, it can be said that

substantially below interbank market rates. The re-

foreign funding is stable. A large portion of it (over

sulting gap was widening for over 18 months, which

50%) is liabilities received from international ﬁnan-

had a positive impact on the level of net interest mar-

cial institutions, mostly with residual maturity over

gin. The negative real interest rate of deposits may,

1 year.

however, be a constraining factor for possible fur-

The average cost of raising funding by banks con-

ther interest rate decreases in the future.

Figure 2.29. The ratio of liabilities towards foreign ﬁnan-

Figure 2.30. The structure of banks’ liabilities towards for-

cial institutions to the balance-sheet total at domestic com-

eign ﬁnancial institutions
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Source: NBP.

Figure 2.31. Eﬀective interest on liabilities
Commercial banks

Cooperative banks

Source: NBP calculations based on data collected for balance of
payments needs.

Figure 2.32. Share of domestic Treasury securities and NBP

bills in commercial banks’ assets

Quarterly average of WIBOR 3M
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Notes: Eﬀective interest – the ratio of annualised interest expense
to the annual average balance-sheet value of liabilities. Calculations include zloty and foreign currency liabilities.
Source: NBP.
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The favourable evolution of the liquidity position

retail deposits in liabilities, to which the regu-

of the banking sector is conﬁrmed by regulatory

lation assigns – irrespective of their maturity –

liquidity ratio levels:

high (so-called) stable funding weights.
Four specialist banks, i.e. mortgage banks and

The M2 and M4 liquidity ratios74 markedly ex-

car banks, did not comply with the NSFR. This

ceeded the regulatory minimum (at the level

is due to the speciﬁc operating activity of these

of 1.0) both at commercial and cooperative

banks targeting mainly homogenous segments

banks. This development was supported by

of products characterised by higher weights for

the rising share of liquid assets in banks’

items requiring stable funding78 and by more

balance-sheet totals. Their growth mainly ap-

concentrated sources of funding of these banks

plied to the portfolio of government bonds, ex-

(covered bonds/funding from the group). The

cluded from the tax base (tax on certain ﬁnan-

banks practically do not use retail funding,

cial institutions). However, at the same time,

characterised by high stable funding weights.

liquid assets remain highly concentrated and
banks diﬀer in this respect (see Figure 2.32).
At the end of June 2017 all commercial banks
75

complied with the LCR of the minimum level

Figure 2.33. Distribution of banks in particular LCR ranges

– as of 30 June 2017

of 80% binding in 2017. The aggregated ra-
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% of sector assets

tio of LCR for commercial banks amounted to

280

70%

188% in the period. For cooperative banks, an

240

60%

LCR below 80% was maintained by 118 banks.

200
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40%

sis.76 In total, banks with the LCR above the

120

30%

required minimum, accounted for over 98% of

80

20%

the banking sector’s assets (see Figure 2.33).

40

10%

The majority of these banks were exempted
from applying the LCR on an individual ba-

The average value of the NSFR77 for commer-

0

0%
0% - 80%

cial banks was over 120% at the end of June
2017. The ﬁgure is the eﬀect of a large share of

80% - 100%

100% - 150% 150% - 200%

>200%

LCR ratio ranges

Source: NBP.

74 See

Resolution No. 386/2008 of KNF on deﬁning liquidity standards binding for banks. Although in relation to the entry into force
of the CRR regulation national liquidity standards will be ultimately replaced by the LCR, Member States may maintain them on the
basis of transitional provisions (Article 412(5)) until the standard of 100% (1 January 2018) is fully introduced. Also in the case of
stable funding requirements, national provisions in this area may be maintained in the transition period – until the binding minimum
standard for the NFSR (Article 413(3) of CRR) is fully introduced.
75 Commission Delegated Regulation (EU) 2015/61 of 10 October 2014 complementary to the CRR regulation with regard to liquidity
coverage requirement for credit institutions (at the level of 80% from 1 January 2017) took eﬀect on 1 October 2015. The LCR standard,
introduced into Polish law by the provisions of Article 94 of the Act on Macroprudential Supervision of the Financial System, is aimed
at ensuring a proper liquidity position of banks over a short period of 30 days.
76 Cooperative banks participating in the IPS may, upon KNF’s consent, be exempted from the obligation to comply with the standard
on an individual basis. Then, they apply the consolidated ratio for the whole group.
77 The purpose of the NSFR above 100% is to maintain stable funding over the medium- and long-term. The NSFR values presented
have been calculated as the quotient of the sum of items providing stable funding and items requiring stable funding.
78 Mortgage banks have until recently provided mortgage loans mainly for commercial purposes. These portfolios still have a substantial
share in assets (over 20%). On the other hand, the value of assets with lower RSF weights is small. As a result, the average RSF weight
for mortgage banks is markedly higher than for other commercial banks.
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abilities structure of the banking sector cannot be
Outlook

predicted accurately, because the structure of (debt,

In the medium-term, low (real negative) interest

capital) instruments need to meet this requirement

on deposits will be crucial to the evolution of

would be a result of the BGF expectations and the

banks’ deposit base. This may reduce the clients’

decisions of the banks themselves.

propensity to save at banks and lead them to the

The coming years should also bring about an in-

search for alternative forms of investing money.

crease in the role of covered bonds, which may con-

Price competition from other ﬁnancial instruments,

tribute to reducing the maturity mismatch of as-

resulting in clients’ replacing bank deposits with as-

sets and liabilities. On 1 January 2016, an amended

sets oﬀering higher rates of return, may force banks

Ustawa o listach zastawnych i bankach hipotecznych

to raise the interest rate on deposits.

(Act on Covered Bonds and Mortgage Banks)80 en-

Regulations on the plans for the (resolution) of

tered into force; it removed some barriers for the

banks which impose on them, among others, the

development of the market.

obligation to maintain a minimum requirement

be issued only by mortgage banks, and there are

for own funds and eligible liabilities (MREL) sub-

currently three active mortgage banks. Universal

79

Covered bonds can

ject to bail-in may have a substantial impact on

banks, with a mortgage bank in its structure, grad-

the structure of liabilities. To implement this obli-

ually transfer own housing loan portfolios to their

gation, banks will be required to hold a speciﬁed

subordinate entities.81 At the same time, several

value of eligible liabilities and own funds in relation

banks have announced that they will establish a

to assets. The impact of this regulation on the li-

mortgage bank in the near future.

Box 4. MREL – new regulatory requirement for resolution purposes
Until 9 October 2017 the Bank Guarantee Fund (BFG) was obliged to develop resolution plans for all banks
operating in Poland.1 One of the key elements of those plans is MREL (minimum requirement for own funds and
eligible liabilities).
Setting an adequate level of MREL is aimed at allowing the resolution authority (in Poland it is the BFG) to
use the bail-in tool against the bank undergoing resolution in order to absorb losses and recapitalise the bank.
The level of MREL is set by the BFG individually for each bank. The requirement may be met with the use of own
funds and debt instruments referred to as eligible liabilities, meeting the following criteria:
the instrument which gave rise to ﬁnancial liabilities, was issued and fully paid up,
this instrument was not ﬁnanced by the issuer (i.e. its purchase is not ﬁnanced with a loan granted by the issuer) and is not held by the issuer,

79 Directive

2014/95/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
80 Ustawa z dnia 24 lipca 2015 r. o zmianie ustawy o listach zastawnych i bankach hipotecznych oraz niektórych innych ustaw (the Act of 24
July 2015 on amending the act on covered bonds and mortgage banks and certain other acts), Journal of Laws of 2015, item 1259.
81 For more information on the development of the covered bonds market, see the report “Rozwój systemu ﬁnansowego w Polsce w
2016 r. ” (“Financial System in Poland in 2016”), November 2017, NBP.
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the liability is not collateralised2 ,
the residual maturity of the liability is not shorter than one year,
the liability arises neither from a derivative nor a deposit which beneﬁts from preference in the national
insolvency hierarchy in the bankruptcy proceedings.
The level of MREL requirement is calculated as the sum of two elements: (1) loss absorption amount (LAA) and
(2) recapitalisation amount (RA). The part dedicated for loss absorption is the sum of the minimum requirement
for bank’s own funds(8% of the total risk exposure), capital requirements within Pillar 2 and the combined buﬀer
requirement or – if higher – amount of capital necessary to fulﬁl leverage ratio requirements.3 The recapitalisation
amount is the amount needed to meet capital requirements necessary for an entity to maintain operational continuity aer the implementation of the preferred resolution strategy. It takes into account minimum requirements
regarding regulatory capital, capital requirements within Pilar 2 and the leverage ratio. RA may also take into
account additional amounts, should they be necessary to maintain the market’s conﬁdence in the institution aer
the implementation of the resolution. In particular they may include the combined buﬀer requirement.
The amount of MREL depends on the preferred resolution strategy planned to be implemented at the bank
by the resolution authority. If under the resolution plan prepared by the BFG, the institution is envisaged to be
liquidated under the standard bankruptcy procedure, then the recapitalisation amount for such an entity is zero
and the MREL level is equivalent to its capital requirement. Moreover, the following factors are taken into account:
business model, ﬁnancing model, risk proﬁle, size of the institution and systemic risk, the scale of the bank’s activity
aer resolution conducted according to the resolution plans, the possibility to exclude some of liabilities from
the bail-in regime and the possibility to use the deposit guarantee scheme to ﬁnance the resolution procedure.
Taking into account all the above-mentioned criteria, the BFG can increase or decrease the loss absorption or
recapitalisation component.
MREL is the essence of the resolution process as it allows to ﬁnance the procedure with the use of funds
raised from its shareholders or creditors, thus protecting taxpayers’ funds. Consequently, it limits the likelihood
and the scope of the negative impact of the banking crisis on public ﬁnance. The introduction of the MREL
requirement means a higher ﬁnancial burden for banks, as creditors whose liabilities might be subject to the bail-in
regime will require a higher rate of return than other creditors. However, the introduction of the transitional
period by BFG to comply with the target MREL level will make it possible to spread those costs over time.
Assessment of macroeconomic consequences of the introduction of the MREL requirement
The main macroeconomic beneﬁt resulting from the increase of banks’ capital or other eligible liabilities is
higher resilience of the ﬁnancial system to negative shocks. This decreases the likelihood of a banking crisis
which negatively aﬀects the growth rate and level of GDP.4 Estimates of the cost of ﬁnancial crises are subject
to considerable uncertainty – they range from approx. 19.5% of the current GDP to more than 150% – however,
even with prudent calculations they remain high. Consequently, a lower likelihood of such events is associated
with great beneﬁts. Some studies also point to other beneﬁcial consequences in the form of a smaller amplitude
of the business cycle.
It is not easy to assess the eﬀects of the new MREL requirement as we have to take into account the fact that
beneﬁts resulting from MREL can be achieved in the long term and are diﬃcult to be directly veriﬁed. On
the other hand, the costs of MREL are a direct burden on economic agents and are incurred in the short run.
Among the costs of higher requirements, the literature points to the growing costs of ﬁnancing for banks, which
leads to an increase in interest rates on loans and, consequently, lower lending, thus curbing GDP growth.5
The beneﬁts and costs of the introduction of the MREL may be aﬀected by the structure of instruments used
to meet this requirement. The fact that banks should meet part of the MREL requirement using debt instru-
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ments could be reasonable as debt ﬁnancing may have an additional disciplining eﬀect on bank management6 and
the costs of issuing debt instruments are usually lower than the costs of issuing equity7 . The net eﬀect of the introduction of the MREL requirement depends on which of the factors prevails – beneﬁts resulting from greater
resilience of the ﬁnancial system and lower likelihood of a crisis or costs in the form of higher costs of credit and
other bank services.
The listed beneﬁts and costs at a global level were estimated by the Bank for International Settlements in its
2015 report.8 The estimates concern the eﬀects of the introduction of an equivalent of MREL for global systemically
important institutions, proposed by the Financial Stability Board (FSB), the so-called TLAC (Total Loss-Absorbing
Capacity). In the report it is assumed, among other things, that part of the debt ﬁnancing used to meet the TLAC
requirement should not be lower than 33%. These calculations show that the net eﬀect of the introduction of TLAC
is positive.
According to NBP, the introduction of MREL will bring net beneﬁts also in Poland. In the domestic, relatively
poorly developed market, where the scale of the issue of bank debt instruments is small, the possibility of a considerable increase in the value of debt instruments eligible to meet MREL seems limited, at least in the initial period.
Preliminary estimates made at NBP show, however, that even if the MREL requirement was met only with the use
of equity(without debt instruments), thus generating higher costs, the impact of the discussed regulation on Polish
GDP would be beneﬁcial in the long term.

1

This date resulted from Article 374 of the Act of 10 June 2016 on the Bank Guarantee Fund, the Deposit Guarantee Scheme
and Resolution. For banks being part of an international capital groups, resolution plans are developed in cooperation with
other resolution authorities within the resolution college.
2 e.g. the liability is not a collateralised loan, covered bond, repo transaction, etc.
3 The combined buﬀer requirement is the total capital requirement regarding the Common Equity Tier 1 capital required
to ﬁnance the required capital conservation buﬀer and (depending on the regulations applicable to the bank in question)
the institution-speciﬁc countercyclical capital buﬀer, the global systematically important institutions buﬀer, the other
systemically important institutions (OSII) buﬀer and the systemic risk buﬀer.
4 Basel Committee on Banking Supervision (2010), “An assessment of the long-term economic impact of stronger capital and
liquidity requirements”; Yan, M., Hall, M., Turner, P. (2012), “A cost-beneﬁt analysis of Basel III: some evidence from the UK”,
International Review of Financial Analysis, Vol. 25, pp. 73-82; Brooke et al. (2015), “Measuring the macroeconomic costs and
beneﬁts of higher UK bank capital requirements”, Financial Stability Paper, No. 2015.
5 Basel Committee on Banking Supervision, op. cit.; Miles, D. (2013), “Optimal Bank Capital”, Economic Journal, Vol. 123,
pp. 1-37; Yan, M., Hall, M., Turner, P., op. cit., pp. 73-82; Noss, J., Toﬀano, P. (2016), “Estimating the impact of changes
in aggregate bank capital requirements on lending and growth during an upswing”, Journal of Banking & Finance, Vol. 62,
pp. 15-27; Meeks, R. (2017), “Capital regulation and the macroeconomy: empirical evidence and macroprudential policy”,
European Economic Review, Vol. 95, pp. 125-141.
6 Jensen M.C., Meckling W.H. (1976), “Theory of the Firm: Managerial Behavior, Agency Costs and Capital Structure”, Journal
of Financial Economics, Vol 3, pp. 305-360.
7 Calomiris Ch.W., Tsoutsoura M. (2010), “Underwriting costs of seasoned equity oﬀerings: cross-sectional determinants and
technological change, 1980-2008”, Columbia University Working Papers.
8 Bank for International Settlements (2015), “Assessing the economic costs and beneﬁts of TLAC implementation”.
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2.5. Earnings

Figure 2.34. Quarterly net earnings of the banking sector
Profits

Losses

Net earnings
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In the ﬁrst half of 2017, the proﬁtability ratios of
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the banking sector worsened (see Table 2.2), which
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was primarily connected with a lack of substanand also with increased value of tax burden and
changes in distribution of prudential burden over
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tial one-oﬀ proﬁts from asset sales in this period82
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BFG for 2017 was modiﬁed – the entire annual con-
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tribution for the restructuring fund had to be paid
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by 20 July, whereas in 2016 payments in favour of
BFG were speciﬁed quarterly. The payments were
shown by the majority of large banks as a cost as
early as in the ﬁrst quarter of 2017, which led to a
substantial temporary decrease of earnings (see Figure 2.34). Additionally, banks required to pay the
tax on certain ﬁnancial institutions, bore its burden
in the whole period under analysis.83
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time. The timetable of contribution payments to

Note: An empty market is used to mark banks’ net earnings adjusted for the impact of one-oﬀ large-scale events – in the second
quarter of 2016, the net earnings of the banking sector excluding
the impact of the sale of stakes in VISA Europe Limited.
Source: NBP.

The number of banks with negative proﬁtability
and their share in the assets of the banking sector
increased substantially compared with the end of
2016. The group consisted of 37 banks with a com-

In contrast to the proﬁtability of domestic com-

bined share in the banking sector’s assets amounting

mercial banks, which due to their size had a de-

to 11.2%, compared with 28 banks with a combined

cisive inﬂuence on the trend for the banking sec-

share of 2.8% at the end of December 2016.86 For

tor, the proﬁtability of cooperative banks has im-

the majority of institutions reporting negative prof-

proved. Both the decline of the proﬁtability ratio in

itability, their losses were small compared with the

the former and its rise in the latter were relatively

scale of operations.

common (see Figure 2.35). One of the reasons be-

Net interest margin (NIM) remained the main fac-

hind the diﬀerent trend of proﬁtability of cooper-

tor supporting the proﬁtability of the banking sec-

ative banks was the fact that they did not need to

tor (see Figure 2.36). In the period under analy-

pay the tax on certain ﬁnancial institutions – none

sis a fall of the eﬀective interest rate on liabilities

of them had assets above the level exempted from

and a rise in the eﬀective interest rate on loans con-

84

this tax.

However, domestic commercial banks re-

tributed to the improvement of the NIM. At rel-

mained on average more proﬁtable than cooperative

atively stable market interest rates, these changes

85

banks.

were the result of a further adjustment of the spread

82

In June 2016, banks booked around 2.5 billion zlotys in revenue from the sale of stakes in Visa Europe Limited.
tax was introduced from February 2016. Banks’ monthly costs of the tax amount to around 300 million zlotys.
84 For tax base calculation purposes, the amount of 4 billion zlotys is deducted from the assets of bank institutions.
85 More information on the reasons of lower proﬁtability of cooperative banks (including lower cost eﬃciency) can be found in Box 4.1.2
in: “Rozwój systemu ﬁnansowego w Polsce w 2016 r.” (“Financial System in Poland 2016”), November 2017, NBP.
86 The decline of the number of banks with negative proﬁtability in the second half of 2016 and its rebound in the analysed period may
have partially result from so-called earnings management – the banks who want to show better earnings in their annual ﬁnancial
statements could, for example, complete asset sales by the end of the year or defer cost recognition.
83 The
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Table 2.2. Selected operating indicators of the banking sector
2016

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)

2.24
1.24
3.48
2.14
0.42
0.93
0.74

Net interest 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

64.4
35.6
100.0
61.5
12.2
26.7
21.3

Pre-tax earnings3
Net earnings (RORC)3

10.3
8.2

2017
Q3
Q4
Q1
Q2
As % of average assets1
2.27
2.30
2.32
2.34
2.38
1.38
1.36
1.30
1.26
1.11
3.65
3.66
3.62
3.60
3.49
2.18
2.22
2.12
2.15
2.12
0.43
0.43
0.46
0.46
0.44
1.04
1.01
1.09
1.06
0.98
0.81
0.78
0.84
0.80
0.73
As % of net income from banking activity1
62.3
62.8
64.0
65.0
68.1
37.7
37.2
36.0
35.0
31.9
100.0
100.0
100.0
100.0
100.0
59.8
60.8
58.6
59.6
60.8
11.9
11.7
12.7
12.8
12.7
28.4
27.6
30.2
29.4
28.0
22.3
21.4
23.2
22.2
21.0
As % of Tier 1 capital1
11.5
11.0
12.0
11.6
10.6
9.0
8.5
9.2
8.7
7.9
Q2

1
2
3

Annualised data.
Operating costs = general expense (including tax on certain ﬁnancial institutions) and depreciation.
Excluding branches of credit institutions and BGK.
Note: Data in the chapter 2. apply to active banks (do not include banks which were declared bankrupt). Additionally, data from the
proﬁt and loss account contain estimates of the results of discontinued operation of active banks. This fact may generate diﬀerences
when compared with KNF-released data.
Source: NBP.

Figure 2.35. ROA at domestic commercial banks (le-hand panel) and cooperative banks (right-hand panel)
Mean

Median

Interquartile range
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Interquartile range
2.0%

Note: Annualised data.
Source: NBP.
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between the lending and deposit rates by banks fol-

earnings did not change, and the burden of op-

lowing the introduction of the tax on certain ﬁnan-

erating costs on earnings rose. The stabilisation

cial. as well as an increase in the share of current

of the burden of charges to provisions for impaired

deposits (see Chapter 2.4.) whose interest is, in gen-

loans was supported by the improving economic

eral, lower than the interest rate of term deposits.

condition of entities in the real economy (see Chap-

Also, the share of products with a higher interest

ter 2.2.). Changes in the burden of operating costs on

rate increased gradually in the loan portfolio (see

earnings stemmed primarily from the tax changes87

Chapter 2.1.).

and distribution over time of prudential charges discussed earlier in the text and the eﬀect of the high

Figure 2.36. Sources and allocation of net income from

banking activity

of wages also grew. The cost eﬃciency of coop-

16

Other gains, losses and tax

14
12

Net charges to provisions for
corporate loans

10
8

Net charges to provisions for
consumer loans

6
4
zloty billion

base of net income from banking activity. The costs
erative banks, substantially lower than the average
for commercial banks, improved (mostly in the area
of overheads), which was key for their proﬁtability
growth.

Net charges to provisions for
housing loans

2
0

Operating costs

-2

The estimated proﬁtability of most credit products
improved (see Figures 2.37–2.40). The burden of

-4

Other components of net
income from banking activity

-6
-8
-10

loans diminished, and in the case of loans other than

Net interest income

consumer loans and loans for large enterprises eﬀec-

-12
6-2017

6-2016

12-2016

6-2015

12-2015

6-2014

12-2014

6-2013

12-2013

6-2012

12-2012

12-2011

-14

funding costs and credit risk materialisation costs on

Net fee and commission
income

Net earnings

Uwagi: Quarterly data.
Source: NBP.

tive interest also rose. Consumer loans remained the
most proﬁtable product.
Swiss franc-denominated loans had the lowest net

Non-interest margin continued to decrease, while

interest margin among housing loans (see Figure

its main component – commission margin – sta-

2.41). It should be kept in mind that in the case

bilised, which marked the end of a consecutive de-

of CHF loans the cost of funding and closing an

cline since 2011. Revenues in most main categories

open on-balance FX position could be higher than

of fees and commissions rose, including fees and

the costs arising from the LIBOR 3M CHF rate used

commissions on loans. The decline of non-interest

in the estimate. This may imply that, at some banks,

margin resulted, to a large extent, from the statistical

the proﬁtability of this portfolio, aer adjusting for

eﬀect of a high base related to banks’ proﬁt in 2016

credit risk materialisation costs and the impact of

from the sale of stakes in Visa Europe.

the tax on certain ﬁnancial institutions, was nega-

The burden of credit risk materialisation costs on

tive.

87 The

costs of the tax on certain ﬁnancial institutions and contributions to BFG are shown as operating costs by banks.
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Figure 2.37. Estimated proﬁtability of consumer loans (le-hand panel), housing loans (middle panel) and other loans to

households (right-hand panel)
Effective interest on loans

Result of closing open currency position
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as % of consumer loans

The adjusted margin after subtracting the tax
16%

Notes: Annualised data.
The values of the adjusted net interest margin shown in this ﬁgure should be regarded only as an approximation of the actual proﬁtability
of particular credit products. Identical funding costs (“eﬀective interest on funding”) were assumed for each credit category. This
calculation takes no account of operating costs and the cost of capital to cover the capital requirements, fee and commission 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 (related to granting Swiss franc-denominated housing loans), assuming that rolled-over 3-month CHF/USD and USD/PLN
swaps are used.
“The adjusted net interest margin aer tax” takes into account the introduction of tax on certain ﬁnancial institutions and was calculated
by subtracting the nominal rate of 0.44% (re-scaled to factor in the term of the tax) from the adjusted interest margin.
Source: NBP.

Figure 2.38. 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 a description of estimated proﬁtability measurement, see notes to Figure 2.37.
The share of banks with a speciﬁed proﬁtability estimated without subtracting tax on certain ﬁnancial institutions.
Source: NBP.
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Figure 2.39. Estimated proﬁtability of loans to large enterprises (le-hand panel) and SMEs (right-hand panel)
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Notes: For a description of estimated proﬁtability measurement, see notes to Figure 2.37.
Source: NBP.

Figure 2.40. 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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Note: For a description of estimated proﬁtability measurement, see notes to Figure 2.37.
The share of banks with a speciﬁed proﬁtability estimated without subtracting tax on certain ﬁnancial institutions.
Source: NBP.
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Figure 2.41. Estimated interest margin on housing loans, by

currency
Interest margin PLN
Interest margin EUR
Interest margin CHF
Burden of changes to provisions on housing loans
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and – on the deposit side – also by persistently
negative interest rates. On the other hand,
increasing the share of the most proﬁtable
products in the loan portfolio may push up
net interest income.
Financial market participants expect inter-

2.0%

est rates to grow slightly in 2018 (see Chapter

1.5%

1.2.), which – as a result of a positive interest
rate gap88 and via an increased statutory limit
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for interest rate on loans – would also have a

0.5%

favourable impact on the NIM ratio of banks.
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Notes: Annualised data.
Here, “interest margin” means eﬀective interest on housing loans
in a given currency and the average 3-month interest rate in a
given currency – WIBOR, EURIBOR or LIBOR, respectively.
Source: NBP.

Outlook

Stabilisation or a small decline of the burden
of charges to loan impairment provisions on
earnings, which should be supported by the
favourable economic situation of real sector
entities.
Introduction of provisions for expected credit

In the upcoming quarters, the proﬁtability of the

losses. Due to the entry into force of the IFRS

banking sector measured by ROA and RORC is

9 from 2018, the need will arise to create ad-

likely to continue to fall. The expected fall will be

ditional provisions for expected losses on non-

primarily the eﬀect of regulatory changes. Consid-

impaired loans (so-called stage 1 and stage 2).89

ering the impact of the economic situation and legal

The impact of these provisions created on the

acts due to enter into force in early 2018 the follow-

date of entry into force of the new account-

ing can be expected:

ing rules will be recognized directly in capital. On the other hand, during the term of the

Stabilisation of net interest margin. The op-

new standard the costs of banks will be bur-

portunities for banks to continue to raise credit

dened, on a daily basis, by provisions for ex-

spreads or to reduce the interest rate of de-

pected losses on new loans and on loans for

posits (to level out the impact of the tax on

which credit risk has risen signiﬁcantly. It can

certain ﬁnancial institutions on proﬁtability)

be expected that the scale of the costs will be

may be hampered by competitive pressure,

larger than the current charges to IBNR provi-

88 The

majority of Polish banks report a positive interest rate gap of up to 1 year, which implies that in the initial period following an
interest rate hike the interest on assets increases (ceteris paribus) faster than the interest on liabilities. Historical experience shows that
the situation is reversed aer approximately two quarters – the interest on assets stabilises or grows at a slower pace, and the interest
on liabilities grows faster and net interest margin decreases. Approximately a year aer the original impulse, the NIM stabilises at a
higher level than prior to the hikes.
89 More information on the impact of IFRS 9 implementation on European banks, in particular systematically important banks, can be
found in: EBA, Report on results from the EBA impact assessment of IFRS 9, 10 November 2016. According to the EBA analysis, the
average increase of provisions compared to the level of provisions under the currently binding IAS 39 will be approx. 18% and will
mainly apply to loans in the so-called stage 2, in case of which there was a signiﬁcant increase of credit risk from loan origination,
although they are not recognized as impaired loans.
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sions.

other future events; however, the probability and/or

An increase in eﬀective taxation of banks, if
some of the costs arising from the new regula-

magnitude of their materialisation is hard to assess
yet. Speciﬁcally,:

tions are not recognized as tax deductible exThe need may arise to create additional pro-

penses.

visions for disputes relating to litigations on
Among the regulatory changes signalled to en-

FX housing loans and as a result of a signiﬁ-

ter into force, the eﬀects of passing the act that

cant increase in the number of such litigations.

amends the rules of functioning of the Borrower

However, it has to be noted that the rulings

Support Fund may be a particularly big ﬁnancial

of common courts and the Supreme Court in

challenge to banks. Under a bill submitted to the

matters related with such loans do not indi-

90

Sejm in early August 2017 a rise in the burden of

cate that there is uniform jurisprudence on the

operating costs on earnings can be expected, espe-

assessment of abusive practices of contractual

cially due to contributions to the newly appointed

clauses and the eﬀects of the rulings on abu-

Restructuring Fund. At the beginning, payments

sive clauses for the duration of the credit agree-

to the fund supporting borrowers in ﬁnancial dis-

ment in the future.

tress are not likely to be high as resources accumulated and unused so far amount to almost 600 million zlotys.91 It cannot be ruled out that contributions will grow in the coming years due to draed
simpliﬁcations in the support application procedure.
In accordance with the bill, the amount of payments
for both funds is to be set quarterly by the Fund’s
Board (within the limits determined in the bill). The
Board’s decisions and potential amendments to the

In case the bills on foreign currency housing
loans, including a bill on the rules for the refund of amounts due resulting from credit and
loan agreements, now dealt with in parliament,
enter into force, it will be necessary to reduce
the value of loans by the so-called refund of
FX spreads or by other write-downs, and consequently earnings will decrease.

bill, introduced in the course of the legislative pro-

Over the 5-year horizon, the costs of funding of

cess, may signiﬁcantly alter the scale of costs related

banks may grow if it is necessary to issue ﬁnan-

to the amended act.

cial instruments to meet the MREL require-

Banks’ proﬁtability may also be aﬀected by certain

ments (see Box 4).

90 Przedstawiony przez Prezydenta Rzeczypospolitej Polskiej projekt ustawy o zmianie ustawy o wsparciu kredytobiorców znajdujących się

w trudnej sytuacji ﬁnansowej, którzy zaciągnęli kredyt mieszkaniowy oraz ustawy o podatku dochodowym od osób prawnych (Bill submitted
by the President of the Republic of Poland on amending the Act on supporting borrowers in ﬁnancial distress who have taken out housing
loans and the Act on Corporate Income Tax), Sejm paper No. 1863.
91 According to the explanatory notes to the dra amendment, the fund made support payments for a total of 11 million zlotys by the
end of 2016, or less than 2% of the originally accumulated funds.
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2.6.

Banks’ capital position

Banks continued to raise their own funds92 (see Figure 2.42). The increase in Common Equity Tier 1 (by
5.6%) resulted from the retention of proﬁts earned
in 2016 (approx. 7.5 billion zlotys), an increase in
the valuation of ﬁnancial assets available for sale (approx. 1.5 billion zlotys) and from issues of shares
and membership capital (approx. 0.75 billion zlotys).93

Cooperative banks continued to replenish

their Common Equity Tier 1 capital with membership capital (an increase of around 72.6 million zlotys in the ﬁrst half of 2017).94
The rise in regulatory capital and Tier 1 capital
was coupled by a fall in Tier 2 capital (by 6.2%,
i.e. approx. 0.95 billion zlotys). This development
stemmed largely from the shi in the strategy of
funding FX housing loan portfolios95 and amortization of subordinated bonds classiﬁed as Tier 2 whose
residual maturity is shorter than ﬁve years.

among others, an appreciation of the zloty against
the euro and Swiss franc and optimization of the
capital adequacy calculation. The capital requirements for other risk types also decreased (see Figure 2.43). The continuation of optimisation in capital adequacy is indicated by changes in the levels
of capital requirements and distributions of credit
exposures by particular exposure classes and credit
risk weights (see Figure 2.46). The evolution of the
credit risk requirement was also heavily inﬂuenced
by the high use of de minimis guarantees, as a result
of which the capital requirements for credit risk grew
relatively less at banks providing guaranteed loans.
Despite the fall of average risk weights for exposures to the non-ﬁnancial sector (see Figure 2.44)
the ratio of total risk exposure amount to assets remains one of the highest in the EU (see Figure 2.45).
However, this does not result from the higher risk
of bank assets in Poland, but from the conservative
approach to determining capital requirements, including the use of the Standardised Approach to set-

Despite the growth of the value of the loan portfo-

ting the capital requirement for credit risk by most

lio (see Chapter 2.1.), the total capital requirement

banks. Average risk weights fell mainly at commer-

from pillar 1 dropped slightly (by around 0.3%).

cial banks that apply the Standardised Approach to

In the case of credit risk, the drop resulted from,

determining capital requirements (see Figure 2.44).

92 The

analysis includes commercial banks with their foreign branches and cooperative banks (foreign branches’ assets account for approx. 0.3% of the banking sector’s assets and slightly over 1% of the four banks with foreign branches). The analysis excludes branches
of credit institutions (their total share in banking sector’s assets is below 2.5%) and BGK, as it is not subject to the CRDIV/CRR regulatory package to the same extent as other banks.
93 A factor limiting the growth in Common Equity Tier 1 capital – by around 0.5 billion zlotys – was the transformation of one of the
commercial banks into a branch of a credit institution, which means that in Poland this entity is no longer subject to the obligation
to maintain the capital ratios at their minimum levels deﬁned in Article 92 of CRR, and it reports its exposures in its home country.
94 Raising Common Equity Tier 1 capital in this way was made possible by the amendment to the Ustawa z dnia 7 grudnia 2000 r. o
funkcjonowaniu banków spółdzielczych, ich zrzeszaniu się i bankach zrzeszających (Act of 7 December 2000 on the Functioning of Cooperative Banks, their Associations and Associating Banks), Journal of Laws of 2016, item 1826; in the wording provided in the Ustawa z dnia
10 czerwca 2016 r. Bankowym Funduszu Gwarancyjnym, systemie gwarantowania depozytów oraz przymusowej restrukturyzacji (Act of
10 June 2016 on the Bank Guarantee Fund, the Deposit Guarantee System and Forced Restructuring), Journal of Laws of 2017, item 1937;
and the successful notiﬁcation of this type of capital instruments with the European Banking Authority (EBA).
95 As a result there was an early repayment of a subordinated debt in one bank and the exchange of issued subordinated bonds for
subordinated bonds with longer maturity and smaller face value in another bank.
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Figure 2.42. Main components of regulatory capital and

Figure 2.43. Capital requirements
Pillar 2 capital requirements equivalent
Capital requirements for other risk
Capital requirements for operational risk
Capital requirements for market risk
Capital requirements for credit risk
including counterparty credit risk

capital ratios from pillar 1

90

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.
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The decrease in the “capital requirements for other risk” categories since 2014 results from the changes in the composition of
capital requirements as of entry into force of CRDIV/CRR.
The equivalent of the pillar 2 capital requirement corresponds to
the obligation to maintain elevated capital ratios arising from the
regulatory decisions of 2015-2016 on banks substantially engaged
in foreign currency loans to unhedged households (where there
is a mismatch between the currency of the loan and currency of
income or assets to be used to repay the loan). This equivalent
does not constitute part of the denominator of capital ratios.
Source: NBP.

Figure 2.44. Average credit risk weights for exposures to the

Figure 2.45. Ratio of total risk exposure amount to assets

non-ﬁnancial sector

(RWA density)
Commercial banks 12-2016
Commercial banks 6-2017
Cooperative banks 12-2016
Cooperative banks 6-2017

Average risk weight for credit risk

80%
70%
60%
50%
40%
30%
20%
10%
0%
All Banks

Banks using the
Standardized
Approach only

Banks using IRB
Aproach

Note: The calculations take into account the impact of the use of
the SME supporting factor.
Source: NBP.
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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 2.44).
Source: NBP calculations based on ECB data.
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Figure 2.46. Distribution of credit exposures by credit risk weight in the group of domestic commercial banks (le-hand

5%
other risk weights from the
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30%
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[0%]

2015

Share in the sum of credit exposures

2014

35%

[0%]

Share in the sum of credit exposures

2013

(35%;50%]

panel) and cooperative banks (right-hand panel)

Note: Values of exposures aer risk mitigation techniques and credit conversion factors were used, before risk weighting and the use of
the SME supporting factor.
Source: NBP.

Exposures to which the risk weight of 0%, 100% and

the low share of loans to enterprises having

75% is assigned continue to prevail in the struc-

an external credit assessment (the risk weight

ture of credit exposures (see Figure 2.46). This is

of 100% for exposures to corporates for which

tied to the fact that the majority of banks apply the

credit assessment is not available).

Standardised Approach to determining the capital
requirement for credit risk and:

The capital requirement for operational risk at

a big share of government bonds or NBP bills

commercial banks dropped. This was an eﬀect of

and exposures directly or indirectly guaran-

the approach used in calculation of capital require-

teed by the State Treasury in the credit port-

ment and not risk reduction. The majority of banks

folio (the risk weight of 0%),

use simpliﬁed methods for determining capital re-

the relatively big share of mutual exposures of
IPS members in the cooperative banks sector96
(the risk weight of 0%),

quirement for the operational risk, the level of which
depends on the 3-year average of the relevant indicator based on the stable part of earnings of the given
bank. The common use of these methods and po-

the low use of mortgage on residential prop-

tentially high costs of risk materialisation, although

erty as collateral in the capital adequacy calcu-

rare, should prompt a careful monitoring of both the

lation; common assignment of retail counter-

trends in operational losses of banks and the reasons

party risk weight (the risk weight of 75%),

behind them. (see Box 5).

96 More

information on the structure of the balance sheet of cooperative banks can be found in Box 4.1.2 in (“Financial System
in Poland 2016”, November 2017, NBP.
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Box 5. Operational risk in banks and capital requirement
Operational risk may have a signiﬁcant impact on the operation and condition of every bank. Analyses of significant losses in the ﬁnancial system of many countries as well as recent failures of several small banks in Poland show
that – although the losses appeared in the area of credit risk or market risk – they were caused by operational risk.1
Therefore, appropriate management, including measurement of operational risk and appropriate levels of capital
in banks are an important issue from the point of view of ﬁnancial stability.
Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems
or from external events, and includes legal risk2 . In the Polish banking sector3 , among the most common operational risk events and with potentially large values of single losses are events classiﬁed as external fraud (e.g.
loan fraud) (see Figure 1). Another important category, in terms of the value of potential loss, are events related
to clients, products and business practices, including legal defects of banking products or their inappropriate operation (inappropriate execution of contract), including possible legal disputes relating to foreign currency loan
agreements.
When managing operational risk, banks set thresholds for the minimum value of single loss below which losses
are not recorded in the internal loss data base and are not analysed (consequently, such losses are not reported
to NBP and the Oﬃce of the Polish Financial Supervision Authority under mandatory reporting requirements).
Banks use diﬀerent thresholds4 , whose value in the case of the majority of banks does not exceed 5 thousand zlotys5 .
The relatively high freedom when establishing these thresholds6 may lead to situations in which banks set too high
thresholds and operational risk will not be suﬃciently monitored.
Figure 1. Share of gross operational losses of a given regulatory type of event in total operational losses (le-hand
panel) and in the total number of events (right-hand panel)
Execution, delivery and process management

Employment practices and workplace safety

Business disruption and system failures

External fraud

Damage to physical assets

Internal fraud

Clients, products and business practices
100%
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70%
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10%

10%

0%

0%

2008

2009

2010

2011

2012

2013

2014

2015

2016 6-2017

2008 2009 2010 2011 2012 2013 2014 2015 2016 6-2017

Note: Data contain information concerning gross losses, i.e. excluding recoveries.
Source: NBP.

Net losses resulting from operational risk decrease revenue from banking activity, and, in extreme cases, Common Equity Tier 1 capital. Banks manage to recover, directly or indirectly, part of operational losses, among
others, through the payment of insurance claims (see Figure 2). Banks maintain the so-called capital requirement
for operational risk in case of extremely high losses (recorded relatively rarely).
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Figure 2. Comparison of total operational losses with proﬁt and the capital requirement
Net profit

Gross operational risk losses

Net operational risk losses

Capital requirement for operational risk

14

zloty billion

12
10
8
6
4
2
0
2014

2015

2016

6-2017

Note: Sums of net operational losses are calculated as the diﬀerence between gross losses and recovered amounts reported
in a given period. Net operational losses in 2014, are estimate values due to the absence of complete data on recovered operational losses.
Source: NBP.

The CRR Regulation allows banks to determine the capital requirement for operational risk with the use
of the following approaches: simple approaches, i.e. Basic Indicator Approach (BIA) or Standardised Approach (TSA) or its modiﬁed variant – Alternative Standardised Approach (ASA), or Advanced Measurement
Approaches (AMA):
Simple methods of determining the capital requirement for operational risk are more sensitive to changes
in long-term trends in earnings than changes in the operational risk proﬁle of a given institution. These
methods rely on averaged relevant indicators based on entries in bank’s proﬁt and loss account7 . Thus,
the amount of the capital requirement obtained on the basis of these approaches is of a cyclical nature.
The group of banks using simple methods of determining the capital requirement makes up for the majority
of Polish banking sector (32 commercial banks and all cooperative banks – 72% of the sector’s assets).
The advanced measurement approach is more sensitive to changes in the operational risk proﬁle (including, among others, the frequency and severity of operational losses). In this approach, the capital
requirement is the sum of the values of Value-at-Risk over one year period (at a conﬁdence interval of 99.9%)
of combined distributions of frequency and severity of operational losses resulting from a particular type
of operational risk event in a given area of the bank’s activity. To determine the combined distributions
of operational losses, banks have to use internal operational loss data as well as data from external operational loss data bases, scenario analyses or data from the so-called “expert workshops”, as historical data
in a given institution generally do not take into account the whole range of losses, especially those characterized by low frequency and considerable severity.
In the advanced approach, it is directly possible to reduce the capital requirement through the use of the operational risk transfer mechanism in the form of insurance or use of derivatives. In order to use the AMA to
determine the capital requirement, banks have to meet a number of qualitative requirements as regards their
risk management systems, including the risk measurement systems, and obtain prior approval of the supervisory authority. The generally lower capital requirement under the AMA than under simpler approaches is
largely “a reward ”for the bank for a more accurate risk measurement. In Poland, the advanced measurement
approach is used by two banks holding a 28% share in the sector’s assets.
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The Basel Committee on Banking Supervision proposal of changes to calculation the capital requirement for
operational risk
In order to simplify the approach of determining the capital requirement for operational risk and enhance comparability of requirements between institutions, the Basel Committee on Banking Supervision proposed8 replacing
all three currently used approaches with the Standardized Measurement Approach (SMA).
The proposed approach would combine measurement based on three-year average revenues and costs disclosed
in the bank’s ﬁnancial statements (among others interest income and expenses, income and expenses associated
with leasing, dividend income, other operating income and expenses, fee and commission income and expenses) –
the Business Indicator (BI) – with information about its past operational risk losses from the last 10 years (5 years
in the transition period).
Taking operational losses into account in the capital requirement calculation is supposed to ensure the sensitivity
of the capital requirement to the bank’s actual operational risk, yet it will be lower than under the AMA. At the same
time, the Basel Committee on Banking Supervision suggests including directly the proportionality principle under
which banks with the BI indicator below 1 billion euros would not have to take into account their past operational
losses when calculating the capital requirement. Banks may thus have weaker incentives to appropriately monitor
and manage operational risk.
With such calibration of the approach, the majority of banks in Poland would not have to factor in their operational
losses and sensitivity of their capital requirements for operational risk would remain comparable to the currently
applied simple approaches. It may be estimated that the use of the proposed approach in Poland would result
in a decline of capital requirement for operational risk in the majority of banks which currently use simple approaches to calculation of the capital requirement and conduct simple activity whose scale does not exceed the average size. Estimates also point to an increase in the capital requirement at banks whose scale of activity is above
the average and which conduct more complex activity.

1

See Communications of the District Prosecutor’s Oﬃce in Warsaw of 8 February 2017, concerning loan fraud at Bank
Spółdzielczy Rzemiosła i Rolnictwa w Wołominie (http://warszawa.pr.gov.pl/news/569), of 28 August 2017, concerning charges against the former management of Bank Spółdzielczy w Lesznowoli on malpractices in loan granting
(http://warszawa.pr.gov.pl/news/620) and of 23 June 2017 concerning, among others, Bank Spółdzielczy w Nadarzynie
and charges concerning the cases of fraud of the former management of the bank and property appraisers who certiﬁed false
information. (http://warszawa.pr.gov.pl/news/608).
2 See The CRR Regulation Article 4(1)(52). This deﬁnition does not take into account reputational risk as it is diﬃcult to
measure, yet loss of reputation due to operational risk events, especially in the area of legal risk, may bring about consequences
in the form of worsened ﬁnancial situation and should therefore also be taken into account in the bank’s operations.
3 The reporting obligation pursuant to the Commission Implementing Regulation (EU) 2015/1278 of 9 July 2015 amending
Commission Implementing Regulation (EU) No 680/2014 laying down implementing technical standards with regard to supervisory
reporting of institutions as regards instructions, templates and deﬁnitions, applies to banks using TSA/ASA and AMA. The share
of those banks in the sector’s assets increased from 49% in 2008 to 79% at the end of June 2017. This group of banks does not
include any cooperative banks.
4 These thresholds may also vary depending on the business lines in which banks operate.
5 The maximum value of the threshold at banks developing their activity does not exceed 20 thousand zlotys
6 Article 322(3)(c) of the CRR Regulation provides that thresholds should be appropriate in that data on operational losses
captures all material activities and exposures from all appropriate sub-systems and geographic locations, and also that excluded
data do not have a material impact on the overall risk estimates.
7 Interest income and commission income, income from shares and other securities, other operating income and net proﬁt or
net loss on ﬁnancial operations, in adjusted terms, i.e. before deduction of any provisions and operating expenses, including
fees for outsourcing services, and exclusive of realized gains/losses on the sale of items from the non-trading book, income
from extraordinary or irregular items and income derived from insurance.
8 Proposal included in “Consultative Document Standardised Measurement Approach for operational risk”, March 2016
https://www.bis.org/bcbs/publ/d355.pdf
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Capital growth and the slight decrease of total capi-

to be updated on the basis of a new methodology

tal requirements led to a further increase in capital

which takes into account, to a larger extent, the op-

ratios (see Figure 2.47). At the end of June 2017, the

erational risk (primarily legal risk) associated with

average total capital ratio (TCR) was 18%, and Com-

ongoing litigations, in which banks and so-called FX

mon Equity Tier 1 and Tier 1 capital ratios – 16.5%.

borrowers are parties.

The regulatory pillar 1 capital adequacy standards
were more than met by the majority of banks, except for two cooperative banks with a total share in
the banking sector’s assets of less than 0.05% (see Figures 2.48 and 2.49).

The majority of banks complied with the requirements of the so-called combined buﬀer, in force
at the end of June 2017. They applied to three
types of capital buﬀers – the conservation buﬀer
(1.25%), the institution-speciﬁc countercyclical capital buﬀer97 and the other systemically important in-

Figure 2.47. Changes in the components of Common Equity

stitutions buﬀer:

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

The total excess of Common Equity Tier 1 cap-

Denominator: Total risk exposure ammount

ital – aer taking into account the pillar 1

Assets
Credit risk exposure
135

and pillar 2 requirements and the obligation to

130

maintain capital buﬀers – at banks with a sur-

125

plus amounted to 67.7 billion zlotys (see Figure

120

2.50).

115

The shortfall of Common Equity Tier 1 capital

110

to comply with the combined buﬀer require-

105

ments was reported only by the cooperative
6-2017

3-2017

9-2016

12-2016

6-2016

3-2016

9-2015

12-2015

6-2015

3-2015

9-2014

12-2014

6-2014

3-2014

100

Source: NBP.

banking sector. The total shortfall of CET1
capital at ﬁve banks was relatively small and
was below 15.4 million zlotys.

All banks with signiﬁcant portfolios of mortgage
loans in foreign currency to households met the

The shortfall at cooperative banks may widen in

capital requirement imposed under pillar 2. TCR

2018 aer the conservation buﬀer at the level of

surcharges for particular banks, in force as of the end

1.875% takes eﬀect.98 This shortfall may grow even

of June 2017, ranged from 0.48 percentage points to

further by the obligation to keep the systemic risk

3.81 percentage points, and for Tier 1 capital and

buﬀer, in accordance with the Rozporządzenie z

Common Equity Tier 1 capital ratios – 75% and 56%

dnia 1 września 2017 r. w sprawie bufora ryzyka sys-

of the TCR surcharges, respectively. In line with

temowego (the Regulation of the Minister of Devel-

the UKNF announcement and the FSC recommen-

opment and Finance of 1 September 2017 on the sys-

dation, by the end of 2017, pillar 2 surcharges are

temic risk buﬀer). In the sector of commercial banks

97 Some

banks have credit exposures in countries where the national authorities set a countercyclical capital buﬀer rate above 0% and
for such exposures the banks have to maintain the countercyclical buﬀer on a reciprocal basis. At the end of June 2017, the buﬀer
amounted to slightly more than 16 million zlotys.
98 Article 84(2) of the Ustawa z dnia 5 sierpnia 2015 o nadzorze makroostrożnościowym nad systemem ﬁnansowym i zarządzaniu kryzysowym
w systemie ﬁnansowym (Act of 5 August 2015 on Macroprudential Supervision of the Financial System and Crisis Management), Journal
of Laws of 2017, item 1934.

78

Narodowy Bank Polski

Banking sector

Figure 2.48. Distribution of assets of domestic commercial banks (le-hand panel) and cooperative banks (right-hand

panel) by total capital ratio
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Figure 2.49. 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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the increased combined buﬀer requirements should

Polish banking sector was characterised by low

be complied with without major diﬃculties.

leverage. At the end of June, the leverage ratio
calculated according to deﬁnitions included in the

Figure 2.50. Excess of Common Equity Tier 1 capital at the

end of June 2017
Excess of Common Equity Tier 1 capital after fulfilling the requirement of Common
Equity Tier 1 capital ratio (4.5%)
Excess of Common Equity Tier 1 capital after fulfilling all capital ratios required in
Pillar 1

higher than in December 2016 (see Figure 2.51). It
was also substantially higher than the leverage ratio
minimum (3%), to be introduced as a capital stan-

Excess of Common Equity Tier 1 capital after fulfilling all capital ratios required in
Pillar 1 and Pillar 2 additional own funds requirements

dard in pillar 1 of capital adequacy regulations in

Excess of Common Equity Tier 1 capital after fulfilling all capital ratios required in
Pillar 1, Pillar 2 additional own funds requirements and required capital buffers

2018.100 At the end of June, the leverage ratio of

120
zloty billion

CRDIV/CRR package99 amounted to 9.7% and was
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two banks, including one commercial one, was lower

100

than 3%. The combined share of the banks in the
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banking sector’s assets was below 1.5%.
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Source: NBP.

Figure 2.51. Leverage ratio at commercial banks (le-hand panel) and cooperative banks (right-hand panel)
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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.
Source: NBP.

99 The

leverage ratio according to CRDIV/CRR is calculated as the quotient (expressed in percentage) of Tier 1 capital to the exposure
measure that included both on-balance and oﬀ-balance sheet exposures.
100 More can be found in proposal dated of 11 November 2016 for the Regulation of the European Parliament and of the Council amending Regulation (EU) No 575/2013 as regards the leverage ratio, the net stable funding ratio, requirements for own funds and eligible
liabilities, counterparty credit risk, market risk, exposures to central counterparties, exposures to collective investment undertakings,
large exposures, reporting and disclosure requirements and amending Regulation (EU) No 648/2012.
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may step up actions aimed at optimizing capital re-

Figure 2.52. Cost of capital compared to return on equity
ROE
RORC
Cost of equity capital

tion. Retained proﬁts were the main source of in21%

of determining the capital requirements for opera-

5%

tional risk.
The average (implied) cost of own capital102 calculated for a group of listed banks exceeded the values of ROE and RORC (see Figure 2.52), which implies that increasing capital through issuing shares
on the stock exchange market may not be easy.
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the same time, negative trends in ﬁnancial results of
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future capital buﬀer requirements (see below). At
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as it may impede raising suﬃcient capital to meet
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itability is particularly noteworthy in this context101

3-2011

the systemic role of associating banks, their low prof-
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creasing capital by banks in recent years. Due to

3-2014

make it diﬃcult to increase capital via proﬁt reten-

9-2013

The persisting decreased proﬁtability of banks may

quirements.

3-2013

Outlook

Note: Eleven large banks listed on the Warsaw Stock Exchange
were taken into account, at the same time they form part of the
WIG.Banki index. The assets of the selected banks at the end of
June 2017 accounted for around 78% of the banking sector under
analysis. Return on Regulatory Capital (RORC) based on Tier 1
capital and ROE aer eliminating one-oﬀ events. Values of the
indices shown in this ﬁgure are weighted average values.
Source: NBP calculations based on Bloomberg data.

Banks will face challenges associated with new and

The raising to 150% of the risk weight for ex-

planned regulations. Provisions relating to capital

posures secured on residential property will

requirements and capital buﬀer requirements may

increase the level of the capital requirement

have the biggest impact on banks’ capital position,

for credit risk. The entry into force of the

but changes in the international accounting stan-

Regulation of the Minister of Development

dards also have to be taken into account. A portion

and Finance on a higher risk weight for ex-

of the factors will impact all banks, while other fac-

posures secured by mortgages on residential

tors will only aﬀect banks with a speciﬁc business

property, for whom the value of principal or

model.

interest instalments depends on changes in

Banks with portfolios of foreign currency housing

the currency or currencies other than the cur-

loans will face the tightening of pillar 1 and pil-

rency of the debtor’s revenue (hereinaer: risk

lar 2 capital requirements. It seems that – acting

weight for FX exposures),103 will result in an in-

within the limits of applicable regulations – banks

crease in the capital requirement for exposures

101 See.

“Informacja o sytuacji banków spółdzielczych i zrzeszających w I półroczu 2017 r.” (“Information on situation in cooperative
and associating banks in the ﬁrst quarter of 2017”), October 2017, UKNF.
102 The concept of the cost of capital is ambiguous as the price of own capital is not directly observable on the market and has to be
estimated 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 the approach combining two share pricing models: the Dividend Discount Model (DDM) and the Capital Asset Pricing
Model (CAPM). Such an approach may be applied for the portfolios of large Polish banks listed on the stock exchange.
103 Rozporządzenie Ministra Rozwoju i Finansów z dnia 25 maja 2017 r. w sprawie wyższej wagi ryzyka dla ekspozycji zabezpieczonych
hipotekami na nieruchomościach (Regulation of the Minister of Development and Finance of 25 May 2017 on a higher risk weight for
exposures secured by mortgages on residential property), Journal of Laws of 2017, item 1068.
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secured on residential property at banks us-

the UKNF’s announcement107 , the binding pil-

ing the Standardised Approach for determin-

lar 2 capital surcharges will be updated by the

ing the capital requirement. Based on end-

end of 2017 according to new methodology108

of-June-2017 data, it can be estimated that in

which takes into account, to a larger extent, op-

the event of an increase of the capital require-

erational risk (primarily legal risk) associated

ment, average capital ratios in the banking sec-

with ongoing litigations in which banks and so-

tor would fall by around 0.75
105

104

– 1.3 percent-

called FX borrowers are parties. A new update

An increase in the capital re-

of the pillar 2 surcharges can be expected in

quirement resulting from an increase in the

2018 aer entry into force the regulation rais-

risk weight for exposures secured by mortgages

ing the risk weight for FX exposures.

age points.

on oﬃces or other commercial premises will be
minor due to hitherto low exposure of domes-

The introduction of the systemic risk buﬀer for all

tic banks’ to this business segment.

banks in Poland will signiﬁcantly reduce the excess
of Common Equity Tier 1. According to estimates,

A possible increase of the minimum required

the introduction of the buﬀer would ceteris paribus

exposure weighted average LGD parameter

have lowered the available excess of Common Equity

of exposures secured on residential property

Tier 1 by almost 60%, and the total deﬁcit of Com-

should not change signiﬁcantly the level of

mon Equity Tier 1 would then have amounted to ap-

the capital requirement for credit risk.106 The

prox. 330 million zlotys and would have been posted

actual levels of the exposure weighted average

by 20 banks, including one commercial bank.109

LGD parameter for portfolios of housing loans
covered by the IRB approach are high, therefore raising the minimum required value of the
parameter will have a limited impact on banks
applying the IRB approach to these portfolios.

The introduction of the MREL requirement for
some banks whose resolution strategies provide
for recapitalisation aer application of the bail-in
tool, may imply necessity to raise regulatory capital or issue debt instruments that meet conditions

Updating the existing capital surcharges for

for classiﬁng them into the eligible liabilities cate-

FX housing loans will probably slightly in-

gory. The amounts of capital needs or eligible liabil-

crease the required levels of capital ratios of

ities needs will depend on MREL requirements and

banks holding such exposures. In line with

the transition periods to reach them (see Box 4) set

104 Estimates

based on the distribution of exposures secured by mortgages on residential property by risk weights.
according to a simplifying assumption that all foreign currency housing loans had prior to the change the risk weight of
100%, and all these loans were classiﬁed into the class of exposures secured by mortgages on immovable property.
106 Implementation of the FSC recommendation for the minister responsible for ﬁnancial institutions to raise the minimum required
exposure weighted average value of the LGD parameter for exposures secured by mortgages on residential property, where the value
of principal and interest instalments is dependent on changes in the currency or currencies other than the currency of the debtor’s
revenue, depends on an amendment to the Banking Law Act to supplement the delegation to issue a respective regulation and decision
of the Minister of Development and Finance.
107 See the reply of the KNF Chairman of 7 September 2017 to deputies’ interpellation No. 14603.
108 Available on https://www.knf.gov.pl/knf/pl/komponenty/img/knf_177735_Metodyka_BION_banki_2017_53997.pdf.
109 Non-compliance with the combined buﬀer requirement would mainly result in the obligation to prepare capital conservation plans
that present how to replenish capital shortfalls for capital buﬀers, and reduction of dividend payments, interest payments on subordinated bonds classiﬁed into additional Tier 1 capital, and restrictions on payments of variable remuneration components (e.g. bonuses)
or discretionary pension beneﬁts for the bank’s managerial staﬀ who have an inﬂuence on the bank’s risk proﬁle. Banks whose capital
conservation plans have been approved by the supervision authorities continue to retain a relatively high autonomy in their operations, including lending. More information on the consequences of non-compliance with the capital ratios and the combined buﬀer
requirements can be found in Box 4 in “Financial Stability Report. June 2017”, NBP.
105 Estimates
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individually for every bank by the resolution author-

ments through the possibility of applying lower risk

ity (BFG).

weights or the reduction of the pillar 2 capital sur-

The entry into force of the IFRS 9 in early 2018 may

charge. The actual impact of the amendment to the

also have a negative impact on the level of regu-

act will depend on the ﬁnal form of the adopted so-

latory capital of the banks using the international

lutions, macroeconomic developments (the levels of

accounting standards. It seems that the impact will

interest rates and exchange rates) and the speciﬁc

be relatively small. The new standard will increase

features of particular portfolios of FX housing loans,

the amounts of expected credit losses when it will

as well as the value of contributions set by the Fund’s

be applied for the ﬁrst time and, in the case of the

Board.

majority of banks operating under the international

From early 2018, the group of banks applying the

accounting standards, will translate into a decrease

IRB approach for determining capital requirement

in regulatory capital. An abrupt change in the cap-

for credit risk111 and the AMA for capital require-

ital ratios upon the entry into force of the standard

ment for operational risk will be able to lower the

may be averted by the planned amendment110 to the

capital requirements due to the end of the tran-

provisions of the CRDIV/CRR regulatory package,

sition phase. The ﬂoor on reducing the capital re-

which will introduce a gradual recognition in regu-

quirement in the form of the obligation to maintain

latory capital of the cost of creating new provisions.

the capital requirement at the level of a reference

The possibilities of increasing capital via proﬁt re-

requirement will be gone.112 Presently, it can be es-

tention may be, for a portion of banks with port-

timated that the capital ratios will change from 2018

folios of FX housing loans, strongly determined by

by 1 percentage point. However, it is possible that in

the form and eﬀects of the act amending the rules

the longer term the possibility of reducing the capi-

of the functioning of the Borrower Support Fund.

tal requirement via the advanced methods will once

The conversion of foreign currency-denominated

again be limited, as proposals to introduce the per-

housing loans, coupled with the write-down of part

manent ﬂoors emerge in the works of the Basel Com-

of the loans, can be expected to generate losses

mittee on Banking Supervision on the re-deﬁnition

for banks. On the other hand, restructuring mea-

of the capital adequacy rules in internationally ac-

sures taken by banks will reduce the capital require-

tive banks.113

110 Proposal

included in the dra of legislative resolution of 11 July 2017 on the proposal for Regulation of the European Parliament
and of the Council amending Regulation (EU) No. 575/2013 as regards the leverage ratio, the net stable funding ratio, requirements
for own funds and eligible liabilities, counterparty credit risk, market risk, exposures to central counterparties, exposures to collective
investment undertakings, large exposures, reporting and disclosure requirements and amending Regulation (EU) No 648/2012.
111 The group comprises four banks with a 20.7% share in banking sector’s assets. They use the IRB approach only to some types of credit
exposures – around 40-55% of credit exposures at these banks are subject to the advanced approach – and they use the standardised
approach for the remaining.
112 During the regulatory transition phase, the banks could not lower their capital requirements below the reference level arising from
the application of the Standardised Approach or Basel I methodology.
113 The proposals are contained in: “Capital ﬂoors: the design of a framework based on standardised approaches”, Basel Committee on
Banking Supervision, December 2014 and “Reducing variation in credit risk-weighted assets – constraints on the use of internal model
approaches”, Basel Committee on Banking Supervision, March 2016.
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2.7.

Market assessment of Polish

Figure 2.54. The “price to book value” ratios of Polish and

European banks

banks
The market assessment of Polish banks im-

3.0

proved.114 WIG-Banki index quotations were in the

2.5

WIG Banki

Euro Stoxx Banks

WIG Banki - average

Euro Stoxx Banks - average

upward trend since the second half of 2016 (see Figure 2.53). Investor valuations of Polish banks were

2.0

substantially higher than their book value, and the

1.5

“price to book value” was near its long-term average

1.0

The positive assessment of the Polish banking sec-

Euro Stoxx Banks

160

tor was conﬁrmed by rating agencies. In Septem-

140

ber 2017, Moody‘s maintained the stable outlook

120

for Poland’s banking sector, arguing that sustain-

100

able economic growth and the growth of employ-

80

ment and wages will drive up corporate activity and

60

household consumption. The upgrading to stable

40

of Poland’s rating outlook in May 2017 was the direct reason behind the agency’s decision to upgrade

20

to stable of the deposit rating outlook of the largest
9-2017

3-2017

9-2016

3-2016

9-2015

3-2015

9-2014

3-2014

9-2013

3-2013

9-2012

3-2012

9-2011

3-2011

9-2010

3-2010

9-2009

3-2009

9-2008

-

banks. i.e. PKO BP and Bank Pekao, controlled by
public institutions.

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

The rating agencies aﬃrmed the ratings of all the

The rise in the market value of banks listed on the

banks assessed in the period under analysis. Credit-

Warsaw Stock Exchange was mainly driven by pos-

worthiness was supported by an improving macroe-

itive sentiment on the global markets and the good

conomic setting, stable and cheap funding with do-

climate in the Polish economy. The prices of shares

mestic deposits and satisfactory proﬁtability and

of banks with large portfolios of FX loans were most

capital levels. The lower assessment of some banks

volatile. The volatility was sparked by public debates

was motivated by the fact they could bear the costs

on possible ways of restructuring the portfolio.

of the restructuring of FX loan portfolios.

114 The

market assessment is formulated at low share turnover. The average value of the free ﬂoat index for bank shares amounted to
approx. 40%.
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9-2017

3-2017

9-2016

3-2016

9-2015

3-2015

9-2014

3-2014

9-2013

3-2013

9-2012

3-2012

Note: Average value calculated out of index values from the years
2009-2017.
Source: NBP calculations based on Thomson Reuters.

Figure 2.53. Index prices of Polish and European banks
WIG Banki

9-2011

erate proﬁts than that of European banks.

3-2011

to better assess the capacity of Polish banks to gen-

9-2010

0.0

3-2010

share prices of European banks, investors continued

9-2009

0.5

9-2008

nancial crisis (see Figure 2.54). Despite the rise in

3-2009

from the period aer the outbreak of the global ﬁ-

Banking sector

Table 2.3. Ratings of Polish banks by Moody’s, Fitch and S&P

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

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

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

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

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

STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)
STA (STA)

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

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

a- (a-)
bbb- (bbb-)
bbb- (bbb-)
bbb+ (bbb+)
bbb- (bbb-)
bb- (bb-)
bb (bb)
a- (a-)
b+ (b+)
brak (brak)
brak (brak)

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

S&P

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

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

Fitch

Bank Pekao
mBank

Viability
rating

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

Outlook

Outlook

Outlook
STA (STA)
NEG (NEG)

Notes: In brackets – as of the end of March 2017. For deﬁnitions of the ratings, see Glossary. 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
2016
in %

Return on assets (ROA)1

Q1

Q2

2017
Q3

Q4

Q1

Q2

0.74

0.81

0.78

0.84

0.80

8.2

9.0

8.5

9.2

8.7

7.8

Net interest margin (NIM)1,3

2.24

2.27

2.30

2.32

2.34

2.38

Operating cost3 to net income from banking activity3 (CTI)1

61.5

59.8

60.8

58.6

59.6

60.8

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

12.2

11.9

11.7

12.7

12.8

12.8

4.9

4.3

4.2

3.9

4.4

5.2

4.0

4.1

4.1

3.9

4.2

4.4

consumer loans

6.9

8.0

7.5

6.7

7.1

7.2

housing loans

2.8

3.0

2.9

3.1

3.2

3.2

7.0

4.8

4.5

3.9

4.8

7.0

7.4

7.3

7.3

7.1

6.9

6.9

6.3

6.2

6.2

6.1

6.1

6.2

12.1

11.9

12.0

11.5

11.4

11.6

2.9

2.9

2.9

2.9

2.9

2.9

9.7

9.6

9.4

9.2

8.6

8.3

0.7

0.8

0.7

0.8

0.8

0.8

0.8

0.8

0.8

0.8

0.8

0.8

consumer loans

1.8

1.9

2.0

1.9

1.9

1.9

housing loans

0.3

0.3

0.3

0.3

0.3

0.3

0.7

0.7

0.7

0.8

0.8

0.7

Return on Tier 1 capital (RORC)1,2

0.72

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

enterprises
Impaired loan ratios3
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

6.1

1.8

3.3

2.2

1.2

-3.7

Short-term liquidity standard M23,5

1.4

1.4

1.4

1.6

1.5

1.5

Long-term liquidity standard M43,5

1.2

1.2

1.2

1.2

1.2

1.2

Total capital ratio2

16.6

17.1

17.3

17.2

17.4

18.0

Tier 1 capital ratio2

15.2

15.4

15.7

15.6

15.9

16.5

Common Equity Tier 1 capital ratio2

15.2

15.4

15.7

15.5

15.9

16.5

Financial leverage (multiple)2.3

10.4

10.4

10.2

10.5

10.2

9.9

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
2016
in %
Return on assets (ROA)1

Q1

Q2

2017
Q3

Q4

Q1

Q2

0.76

0.84

0.80

0.86

0.82

8.6

9.4

8.8

9.0

8.5

7.5

Net interest margin (NIM)1,2

2.23

2.27

2.29

2.28

2.30

2.34

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

59.0

57.2

57.8

55.0

56.0

57.3

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

12.7

12.3

12.2

13.0

13.1

13.1

4.8

4.5

4.4

3.8

4.3

5.0

3.9

4.1

4.1

3.8

4.2

4.3

kconsumer loans

7.0

8.2

7.6

6.8

7.2

7.2

housing loans

2.6

2.8

2.8

2.8

2.9

2.9

7.0

5.4

5.0

3.8

4.7

6.4

7.6

7.4

7.4

7.2

7.0

7.0

6.4

6.3

6.4

6.2

6.2

6.3

12.5

12.2

12.3

11.8

11.7

11.9

2.9

2.9

2.9

2.9

2.9

2.9

9.9

9.7

9.5

9.3

8.6

8.3

0.8

0.8

0.8

0.8

0.8

0.8

0.8

0.8

0.8

0.8

0.8

0.8

consumer loans

1.9

2.0

2.1

2.0

2.0

2.0

housing loans

0.3

0.3

0.3

0.3

0.3

0.3

0.7

0.7

0.7

0.8

0.8

0.7

Return on Tier 1 capital(RORC)1

0.73

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

8.5

4.3

5.7

4.4

4.5

0.5

Short-term liquidity standard M22

1.4

1.4

1.4

1.6

1.5

1.4

Long-term liquidity standard M42

1.2

1.2

1.2

1.2

1.2

1.2

Total capital ratio

17.1

17.4

17.6

17.8

18.0

18.6

Tier 1 capital ratio

15.6

15.7

16.0

16.1

16.5

17.1

Common Equity Tier 1 capital ratio

15.6

15.7

16.0

16.1

16.5

17.1

Financial leverage (multiple)2

10.5

10.5

10.4

10.4

10.2

10.0

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
2016
in %
Return on assets (ROA)1

Q1

Q2

2017
Q3

Q4

Q1

Q2

0.51

0.41

0.39

0.39

0.46

5.5

4.5

4.3

4.3

5.1

5.8

Net interest margin (NIM)1,2

3.05

2.91

2.87

2.84

2.82

2.84

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

73.3

77.9

77.7

77.3

76.9

72.2

9.2

7.5

7.9

8.3

6.9

10.1

1.9

0.0

-0.3

1.2

3.4

3.3

6.5

4.7

4.9

4.1

4.7

4.9

5.8

4.9

4.0

3.3

4.7

5.1

16.8

17.4

17.4

17.6

17.7

17.5

-7.2

-9.3

-10.4

-4.9

0.3

-0.4

nonfinancial sector

8.2

6.8

6.8

7.0

7.5

7.8

households

4.6

4.4

4.4

4.4

4.5

4.6

consumer loans

5.8

6.0

6.0

5.7

5.8

5.7

housing loans

2.2

2.2

2.1

2.0

1.9

1.8

15.2

12.2

12.3

12.8

14.4

14.9

0.6

0.6

0.5

0.7

0.8

0.8

0.3

0.3

0.3

0.3

0.4

0.4

consumer loans

0.3

0.3

0.3

0.3

0.3

0.4

housing loans

0.2

0.1

0.1

0.1

0.1

0.2

1.5

1.0

1.1

1.1

0.7

1.4

Return on Tier 1 capital(RORC)1

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

0.51

come from banking activity1
Loan growth rate (y/y)3
nonfinancial sector
households
consumer loans
housing loans
enterprises4
Impaired loan ratios2

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

enterprises
Funding gap

2

-36.8

-45.7

-46.2

-46.9

-46.5

-57.3

Short-term liquidity standard M22,5

1.9

1.9

2.0

2.0

2.0

2.1

Long-term liquidity standard M42,5

1.2

1.2

1.3

1.3

1.4

1.4

The share of core and supplementary liquidity reserves in total

0.3

0.3

0.3

0.4

0.4

0.4

Total capital ratio

15.6

15.9

17.0

17.4

17.1

17.1

Tier 1 capital ratio

14.5

14.8

15.8

16.2

16.0

16.0

Common Equity Tier 1 capital ratio

14.4

14.7

15.7

16.1

15.9

15.9

10.8

11.0

11.3

11.2

11.4

11.9

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
its exclusion from the group of reporting banks – this bank had a large portfolio of enterprise loans. The growth rate adjusted for this
event amounted to 5.7% in Q1 2016, 3.4% in Q2 2016, 2.4% in Q3 2016 and 1.5% in Q4 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 developments observed in the credit unions
sector mainly stem from ongoing recovery and restructuring processes.

In the ﬁrst half of 2017,

riod did not change substantially (see Figure 3.1).
Figure 3.1. Assets of credit unions and the HHI concentra-

tion index*

the number of operating credit unions decreased to

Credit Unions operated at the end of the reporting period

37, of which 26 were subject to recovery proceedings

Credit Unions operated at the end of 2016
HHI concentration index (right axis)

and, at the same time„ ﬁve of them were managed

0.50

12.5
12.33

115

by administrators.

0.45

12.0

tor assets continues to decline – as at 30 June 2017
it stood at 0.6% compared with 0.8% at the end
of 2016. The dwindling number of operated credit

0.40

11.5
11.32

11.05
11.0

0.35

10.79
0.34
10.79

10.78

10.5

0.30

0.5 billion zloty de6-2017

3-2017

12-2016

9-2016

6-2016

sets to 10.8 billion zlotys in the ﬁrst half of 2017.

0.25

10.0

3-2016

crease in the value of the credit unions sector as-

12-2015

unions led to an approx.

0.39

zloty billion

The ratio of credit unions’ assets to banking sec-

0.45

index, HHI, to 0.45 from 0.39. Considering only

* HHI concentration index calculated for credit unions operated
at the end of a given reporting period.
Source: Reporting data of credit unions.

the group of operating credit unions at the end

The interconnectedness between credit unions and

The decrease pushed up the sector’s concentration

116

of June 2017 , the level of assets in the pe-

the banking sector is insigniﬁcant.

The value

115 In

the ﬁrst half of 2017, KNF suspended 3 credit unions – on 3 February it suspended the operation of Wielkopolska SKOK, on 12
May – Twoja SKOK and on 2 June - SKOK Nike. At the end of the third quarter of 2017, 35 credits unions operated in the sector -– on
2 September Bieszczadzka SKOK was taken over by ING BŚ, and on 15 September KNF suspended the operation of SKOK Wybrzeże
(the sectoral share of the two credit unions at the end of June 2017 amounted to 0.9%).
116 This analysis was performed on the group of credit unions operating at the end of June 2017 in order to eliminate the statistical
impact of the credit unions that had discontinued their operation (credit unions taken over by banks and credit unions which were
suspended). At the same time, the reporting data of credit unions used for the analysis may not take account of all the reservations
reported by KNF under its supervision mandate. The diﬀerences between data presented in the previous editions of the Report result
from the adjustments gradually implemented by particular credit unions and the change in the number of credit unions in the group
under analysis.
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of credit unions’ deposits at banks declined from

tory capital.

0.6 billion zlotys to around 0.5 billion zlotys, and
their share in credit unions’ assets dropped to less

Figure 3.2. Regulatory capital and the capital adequacy ra-

than 5%. Banks hold no direct credit exposures to-

tio (credit unions operated at the end of June 2017)
Regulatory capital

wards the credit unions sector. The deposit guar-

Regulatory capital estimated after on-site inspections' corrections

antee and resolution system is an important indi-

Capital adequacy ratio (right axis)

rect channel of linkages between credit unions and

Capital adequacy ratio after on-site inspections' corrections (right axis)
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-1%

-200
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stitutions.

6-2016

which are rebuilt from contributions of operating in-

zloty million

banking sector (see Frame 6). Potential payouts

The ﬁrst half of 2017 saw an increase in the sector’s

Source: Reporting data of credit unions.

capital adequacy ratio117 by almost 0.5 percentage

The majority of credit unions are successively

points to 3.15% as a result of including earnings for

implementing the KNF recommendations issued

2016 in credit unions’ regulatory capital. The value

as part of its supervisory actions. However, sev-

of the sector’s regulatory capital rose by 42.3 million

eral credit unions still did not make the necessary

zlotys to 296.9 million zlotys (see Figure 3.2).

adjustments in their ﬁnancial statements (especially

The capital position of credit unions in the sector remains considerably discrepant. At the end
of June 2017, a capital adequacy ratio above the required minimum level of 5% was reported by 26 out
of 37 operated credit unions; however, their total
share in the sector assets amounted to merely 15%
(see Figure 3.4). Only one entity with assets of more

concerning additional provisions), which may result
in a decrease in the levels of their earnings and regulatory capital. According to the KNF estimates, making adjustments by all the credit unions required to
do so would result in a decrease in the regulatory
capital of the whole sector to 32.2 million zloty, and
in the capital adequacy ratio to 0.35%.

than 200 million zlotys was in the group of credit

Not only is the size of regulatory capital of the sec-

unions that met the capital requirements (see Ta-

tor an issue, but so too is its structure. The reval-

ble 3.1). Five credit unions (all of them managed

uation fund119 (see Figure 3.3) is a dominant item

by administrators118 ) posted a negative capital ade-

of credit unions’ regulatory capital. Losses may be

quacy ratio which was the result of negative regula-

covered only from part of the share fund (excluding

117

The credit union’s capital adequacy ratio is calculated in percentage as a fraction, multiplied by 100, consisting of, as numerator,
the value of regulatory capital and, as denominator, the sum of the capital requirements for credit risk, operating risk and FX risk
multiplied by 20.
118 Including two which discontinued operation in the third quarter of 2017.
119 The revaluation fund is composed of unrealised gains and losses on debt and capital instruments (recognised in capital) held by credit
unions. Changes in the value of the fund largely result from changes in valuation of shares and stocks of subsidiaries of credit unions
held by them. The revaluation funds cannot, however, be used to cover losses.
120 According to the terms and conditions of agreements concluded between the National Association and the credit union in which it
purchased optional participations as part of stabilisation support.
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shares taken up by the National Association of Credit
120

The proﬁtability of the credit unions sector re-

Unions ) and from the resource fund. Both funds

mained low. At the end of the ﬁrst half of 2017,

cover a total of approx. 40% of the losses of previous

credit unions posted earnings of 21.5 million zlotys,

years and of the current period.

with the largest credit unions mainly contributing
to the result. At the same time, over half of credit

Figure 3.3. Structure of regulatory capital of credit unions

at the end of June 2017
0

zloty million
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unions operating in the sector posted positive earnings (see Table 3.1).
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High general expenses had an adverse impact on

(+) Share fund

credit unions’ proﬁtability. The expenses (includ-

(+) Optional participation of National Association)

ing mainly outsourced services expenses) equalled
approx. 80% of net interest income and net fee

(+) Resource fund

and commission income, despite the net interest
margin remaining at a high level.121

(+) Revaluation fund

In the case

of most credit unions, provisions for overdue loans
and ﬁnancial operation costs were an additional bur-

(+) Other items

den on their earnings.

(-) Previous years’ losses

However, due to one-oﬀ

transactions by certain credit unions (among others, the sale of overdue debt and the related release

Regulatory capital

Note: The sign in brackets denotes the impact of an item on
the level of regulatory capital.
Source: Reporting data of credit unions.

of part of the provisions), the credit unions sector
posted positive earnings aer the second quarter
of 2017 (see Figure 3.5).

Figure 3.4. Distribution of the capital adequacy ratio (credit
Figure 3.5. Composition of the quarterly earnings and net

unions operated in a given reporting period)
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Net interest margin is calculated as the ratio of net interest income to the average gross loans.
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Table 3.1. The results and capital position of credit unions by groups according to asset value* - as of 30 June 2017

Number of credit unions
in the goup

Share
sector’s
assets

Regulatory capital
(zloty million)

Number of credit
unions with CAR
over 5 %

Net income
(zloty million)

Number of credit
unions with
current profit

Group I

18

3.5%

22.1

13

-1.6

11

in which small credit unions

10

0.9%

-0.7

8

5.2

6

Group II

14

12.3%

57.9

12

-9.2

9

Group III

5

84.1%

217.2

1

32.4

3

Credit unions’ sector

37

-

297.2

26

21.6

23

* Classiﬁcation of credit unions:
Group I – credit unions with assets of up to 50 million zlotys, including credit unions with assets of up to 20 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 over 200 million zlotys.
Source: Reporting data of credit unions.

sidiaries.
Asset structure and credit risk at credit unions
Figure 3.6. The asset structure of the credit unions sector

Loans to the non-ﬁnancial sector remain the main

(credit unions operated at the end of June 2017.)
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Receivables from the financial sector
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item of credit unions’ assets (see Figure 3.6).
At the end of the second quarter of 2017, the value
of the loan portfolio amounted to 6.1 billion zlo-

100%

tys, which represented an increase of over 0.1 bil-
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lion zloty (2.2%) on the end of 2016 ﬁgure. The rise

80%
70%

in the stock of lending was driven by an increase (of

60%

3.1% to 5.6 billion zlotys) in the value of consumer
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loans, the largest segment of the credit unions’ portfolio.
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3-2016

the amount of deposits kept by credit unions

0%
12-2015

As the value of the loan portfolio was growing,
in the ﬁnancial sector (mainly on accounts in the Na-

Source: Reporting data of credit unions.

tional Association) was decreasing.

The value

The quality of the loan portfolio of credit unions re-

of the funds declined in the ﬁrst half of 2017

mains low, despite the sale of overdue debt. The ra-

by 0.1 billion zlotys (or 4.6%) to 2.2 billion zlotys, and

tio of the share of loans in arrears in repayment

their share in credit unions’ assets dropped to 20%.

of more than 3 months at the end of the second

Debt and capital instruments remained a signiﬁcant

quarter of 2017 amounted to 15.9% (compared with

item of assets of credit unions (12% of assets), and

17.0% at the end of 2016). The decrease in the ra-

their end-of-June-2017 value was 1.3 billion zlotys.

tio was primarily driven by the rise in value of loans

Almost 65% of the instruments were shares and par-

which were not overdue and the drop in overdue

ticipations held by the credit unions in their sub-

loans, resulting from their sale.122 At the same time,

122 The

value of overdue debt sold by credit unions in the ﬁrst half of 2017 was 262.4 million zlotys. If the overdue debt had not been
sold, the ratio would have grown to 18%.
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credit unions maintain a high (almost 90%) level

28% of the members’ deposits (see Figure 3.9). De-

of coverage of overdue loans with provisions, with

posits with the National Association were the main

consumer loans being the main item (77%) (see Fig-

component of liquid funds (62.7%). Funds accumu-

ure 3.7).

lated on current accounts with banks and the National Association and cash accounted for almost

Figure 3.7. Overdue loans and their share in total loans

13% of liquid assets, money market funds’ units

(credit unions operated at the end of June 2017)

– 11%, and term deposits at banks – around 9%.

zloty billion
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Others
Overdue loans / Total loans (right axis)
Provisions / Overdue loans (right axis)

At the end of June 2017, the sector’s liquid reserve
ratio123 amounted to 11.9%. In the whole six months
of 2017, all credit unions maintained it above the re-
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Figure 3.8. The structure of credit unions’ deposits and

quarterly rate of change in the balance of deposits (credit
unions operated at the end of June 2017)
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Deposits of members of credit unions have remained the main source of their funding. The value
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Source: Reporting data of credit unions.

dominant (over 80%) component (see Figure 3.8).

06-2017

03-2017

12-2016

9-2016

deposits with maturity over 6 months were their

6-2016

of June 2017 stood at 10.3 billion zlotys, and term

3-2016

of deposits in the credit unions sector at the end

Source: Reporting data of credit unions.

The value of funds kept on term deposits has grown
smaller to a minor extent – it diminished by 0.6%
from early 2017, which decreased the value of total
deposits.
The liquidity position of the sector remained
stable.

At the end of June 2017, liquid assets

of the value of 2.9 billion zlotys accounted for almost
27% of credit unions’ total assets and covered over
123 Credit

unions are required to maintain the liquid reserve amounting to no less than 10% of the saving-loan fund (which comprises
regulatory capital and members’ deposits). The liquid reserve may be kept either in the form of: cash, funds on separate accounts
with the National Association and money market funds’ units. In the case of a risk to credit union’s liquidity or if a credit union is
implementing recovery proceedings, the National Association may, upon request of a credit union, grant it a loan to replenish its
cash resources (liquidity loan). Only reserve liquid funds accumulated on accounts with the National Association may be used for
the purpose.
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Figure 3.9. Liquid assets and liquid reserve (credit unions

operated at the end of June 2017)

sociation amounted to 2.8 billion zlotys, which represented a decrease of almost 0.2 billion zloty on

Liquid assets

the end-of-2016 ﬁgure. The decrease follows a drop
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35%
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of 2017, the balance sheet total of the National As-

National Association
The National Association of Credit Unions (National Association) is a cooperative of legal persons, and its members are all credit unions.
The National Association acts exclusively for its
members; among others, it conducts settlements

ances on current accounts and deposit accounts (see
Figure 3.10).
By virtue of its functions, the National Association
maintains a relatively high level of liquid assets.
At the end of June 2017, their value was around

were held at current accounts with banks and with
the central bank (0.6 mld zł) and, to a lesser extent, in money market funds’ units. Compared with
the end of 2016, the share of funds kept on current accounts in the assets of the National Association rose by over 5 percentage points (to 42%) while
the role of State Treasury debt instruments diminished (the share decreased to 50%).

of credit unions and represents the interests of their

The stabilisation fund is the main source of support

members towards other entities (including market

provided to credit unions in the case of risk to their

regulators and supervisory authorities). It also ful-

operation. The fund is composed of credit unions’

ﬁls control functions regarding credit unions’ ob-

contributions that are the equivalent of 1% of assets

servance of the statutory regulations and fulﬁlment

of a given credit union.124 At the end of the second

of the KNF supervisory recommendations. The As-

quarter of 2017, the balance of funds of the stabil-

sociation also acts to ensure the ﬁnancial stability

isation fund account was 233 million zlotys. Most

of credit unions and safety of the funds they keep.

of the funds was used to purchase optional partici-

Credit unions are shareholders of the National As-

pations as part of a capital injection of credit unions.

sociation, and at the same time they keep manda-

The stabilisation fund is also supplied with pay-

tory deposits with it (on account, among others,

ments of the balance sheet surplus generated

of the liquid reserve and regulatory capital) and non-

by the National Association. At the end of the sec-

mandatory deposits.

ond quarter of 2017, the National Association posted

The dwindling number of operated credit unions

a proﬁt of 3.7 million zlotys, a ﬁgure which was

led to a decrease in the value of assets of the Na-

signiﬁcantly inﬂuenced by revenue from dividends

tional Association. At the end of the second quarter

from its subsidiaries.

124

Support of the National Association to credit unions as part of its stabilization mandate is provided from the stabilization fund
in the form of stabilisation loans or the taking up of optional participations. The detailed rules of creating and supplying the stabilisation fund are laid down in the Association’s articles of association.
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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 of Credit Unions.

Box 6. Financing the restructuring processes in the credit unions sector
In 2012 credit unions were placed under the public supervision of the KNF and a year later were covered by the
BFG guarantee scheme. This change was aimed at increasing the security of deposits held in the credit unions by
their members, and thus, strengthening conﬁdence of clients in the ﬁnancial system.
A model assuming the existence of two separate guarantee funds, for banks and credit unions, was adopted.
However, the use ﬁnancial resources from one fund to cover a possible shortfall in the other was made possible.
Due to the diﬃcult economic situation of many credit unions, since the time the new solutions were put in place,
a gradual restructuring of the credit unions sector has continued. This consists in, among others, organising
takeovers of distressed credit unions by banks or stronger credit unions, and in the case of bankruptcy of credit
unions, repayment of guaranteed deposits. These measures require dedicated sources of funding, which in the ﬁrst
place, should include payments from the remaining credit unions. Before being covered by the BFG guarantees,
deposits in the credit unions were insured by each of the credit unions in the mutual insurance society owned by the
credit unions - TUW SKOK. This internal, non-public system of deposit protection in credit unions was insurancetype, not guarantee-type protection. This system was able to ensure the payment of deposits in the case of problems
of a single credit union, but it proved to be ineﬀective if the whole sector faced problems. As a result, the credit
unions did not accumulate adequate resources to ﬁnance restructuring of the sector.
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The use of BFG funds, originating from banks’ contributions, for the restructuring of the credit unions is an
issue being discussed in the public debate. The main argument raised by opponents of the current solution is that
this creates moral hazard for members of credit unions and their management boards as the risk-taker does not
face in whole or in part its costs.
In the context of the above argument, the following issues, important from the point of view of ﬁnancial stability,
should be noted:
Firstly, BFG funds are included in public sector ﬁnances, and the banks’ contributions become public funds aer
their payment to the BFG. It is therefore justiﬁed to assert that they serve to ensure stability in all sectors covered
by the public deposit guarantee scheme. Their use is in the public interest.
Secondly, the source of the bank guarantee fund was not only funds paid by these banks. The current bank guarantee fund was provisioned with the funds of the so-called assistance fund, functioning under the previous Act on
the Bank Guarantee Fund. This fund was created over several years from the contributions of banks, but also from
payments made by Narodowy Bank Polski. In the years 1998-2008 NBP paid into the fund from 30% to 50% of the
total payments calculated for the given year. As a result, up to the end of 2008, NBP had paid 36% of the funds
of the assistance fund. NBP’s participation was justiﬁed by the fact that at the beginning of the bank guarantee
system, the banking system in Poland was in poor shape and the legislator’s intention was to limit the burdens on
it. Along with the strengthening of the ﬁnancial situation of the banks and in the framework of the harmonisation
of the Polish regulations with the European Union requirements, the regulations in this area were abolished.
Thirdly, due to the diﬃcult situation of certain credit unions, identiﬁed when the credit unions became subject
to public supervision, the guarantee fund of credit unions did not have enough time to reach an adequate level
of capitalisation. This is why the inclusion of the credit unions in the BFG guarantee system ensured that they
participate in an eﬀective system with proven operating principles, and provided depositors of credit unions with
a sense of security. The uniform protection of depositors of all deposit institutions in Poland is one of conditions
for maintaining conﬁdence in the whole ﬁnancial system. Such a solution is therefore in the interest of all credit
institutions and their clients, and not only of credit unions.
Fourthly, a system in which ﬂows are possible between the funds of banks and credit unions is in accordance with
the EU directive on deposit guarantee schemes, which does not assume the creation of sectoral funds. According
to its provisions, all credit institutions covered by the guarantee system pay contributions to one fund. Such a
solution is in force in other EU countries where credit unions function, e.g. in Ireland, the United Kingdom, the
Czech Republic, Spain and Lithuania.

96

Narodowy Bank Polski

Non-credit ﬁnancial institutions

Chapter 4.

Non-credit ﬁnancial institutions
In the ﬁrst half of 2017, the non-credit ﬁnancial in125

stitutions sector.

(NFIs) grew at a rate faster than

that observed in the banking sector (see Table 4.1).
Assets of all types of ﬁnancial institutions rose. For
investment funds and pension funds, the growth resulted from favourable trends on the Warsaw Stock
Exchange (WSE). Assets of insurance companies also
rose, including in particular, of the non-life insurance sector.

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,
– concentration of entities,

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

funds (IF), open pension funds (OPF) and banks (PLN bil-

– the extent of ﬁnancing of the entities
of the real economy by the NIF sector,

lion )
NFI

NFI

Banks

140.5

593.9

153.4

613.8

174.7

664.4

IC

IF

OPF

2015

183.4

272.3

2016

184.3

275.0

6-2017

195.9

293.8

NFI /
Banks

– the extent and type of linkages with the

1 595.0

37.2%

banking sector (including ownership linkages,

1 706.4

36.0%

liabilities incurred in banks and ﬁnancing

1 744.0

38.1%

granted to banks).

Note: data for OPF and IF relate to net assets, and for IC – to assets in accordance with the Solvency II methodology. Due to the
adjustments, the data may diﬀer from data presented in the previous editions of the Report.
Source: UKNF, NBP.

Additionally, risk areas speciﬁc to each of these segments are analysed.

The situation of the non-credit ﬁnancial institution
sector is analysed mainly in six dimensions:
– the extent of the NFI sector’s resilience to risks
125 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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4.1.

Insurance companies

ited extent.
Nevertheless, the insurance sector was charac-

Insurance companies (ICs) play an important role

terised by much weaker intra-sector ﬁnancial link-

in the economy.

They oﬀer a possibility to ob-

ages than the banking sector. Linkages in the insur-

tain insurance coverage against consequences of un-

ance sector stemmed mainly from reinsurance. Ow-

favourable random events. In exchange for a pre-

ing to reinsurance programmes, insurance compa-

mium paid in advance, the risk is transferred to the

nies mitigated the adverse impact of random events

insurance company which undertakes to pay claims

on the volatility of their ﬁnancial results and sol-

in case of occurrence of an insured event.

vency parameters. The reinsurance cover mainly ap-

In Poland, compared to other EU Member States,
the insurance sector played a more limited role
in the ﬁnancial system and it had a smaller impact on its stability. The share of insurance pre-

plied to contracts with high sums insured. Cedents
concluded reinsurance contracts mainly with foreign
entities from the same group as the insurance company.

mium and the sector’s assets in relation to GDP were
much lower than the average in Europe. In countries

Technical provisions127

with highly developed insurance markets, the re-

Technical provisions constitute the biggest part

lation of the premium to GDP amounted to more

of the insurance companies’ liabilities. They cor-

than 10%, whereas the value of the sector’s assets

respond to the expected value of beneﬁts and ex-

126

Assets of insurance

pected expenses which are reduced by future premi-

companies in Poland were several times lower than

ums and other revenues. Assets to cover technical

those of the banking sector, and their share in assets

provisions are allocated for the payment of future li-

of households was lower than 6%.

abilities to beneﬁciaries.

In the life insurance sector, companies mainly of-

The most important item of liabilities of life in-

fered insurance-based investment products, which

surance companies were the provisions of unit-

represented the largest part of provisions. Due to

linked insurance (see Figure 4.1). Other provisions

the method of managing unit-linked assets (UFK),

stemmed from life insurance contracts with proﬁt

this activity was a source of signiﬁcant cross-sectoral

participations, other life insurance and health

linkages. In the case of UFK, the investment risk

and sickness insurance. Only provisions other than

was borne by the policyholders and the economic

related to the unit-linked insurance could increase

function of the UFK corresponded to that performed

companies’ exposure to market risk, including inter-

by investment funds. Entities of non-life insurance

est rate risk. However, they constituted a minor part

sector concentrated their activity on motor insur-

of liabilities of life insurance companies (see Figure

ance and oﬀered ﬁnancial insurance only to a lim-

4.2).

was comparable to the GDP.

126 At the end of 2016, the average relation of insurance companies’ premium to GDP in Europe amounted to 7.4%, including the highest

values reached by Finland (11.4%), the Netherlands (10.7%), and the lowest - for Latvia, Bulgaria. The average relation of investments
of insurance companies to GDP in Europe amounted to 60%, including the highest values reached for Luxembourg (285%), France
(102%), Denmark (100%), and the lowest - for Turkey, Latvia, Bulgaria (below 5%). For Polish insurance companies at the end of 2016
it was respectively, 3% and 10%.
127 In the current edition of theReport, balance sheet data are presented in accordance with Directive of the European Parliament and
of the Council 2009/138/EC of 25 November 2009 on the taking-up and pursuit of the business of Insurance and Reinsurance (Solvency II)
OJ L335 of 17.12.2009, p. 1, as amended). Gross written premium, claims paid, ﬁnancial results, loss ratio (LR), COR and share of reinsurers
are presented in accordance with the statutory ﬁnancial statements.
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Most insurance products oﬀered by insurance com-

cal vehicles which, aer OC insurance, represented

panies did not include a guarantee of the interest

the second largest category of liabilities.

rate, which could be a source of risk in the environment of low interest rates. Under life insurance

Figure 4.2. The maturity structure of technical provisions

and endowment insurance contracts, companies of-

in life insurance
Unit-Linked

fered proﬁt participation, however, in the majority
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of cases, the proﬁt was due only if the rate of return
from investments was higher than the technical interest rate applied by the insurance company. Those
ance companies’ liabilities. Moreover, life insurance
sector entities basically did not oﬀer life annuities,

10

PLN bln

products constitute only a minor part of life insur-

5

whereas life liabilities stemmed mainly from the old
insurance portfolio.
0

Figure 4.1. Technical provisions of insurance companies
Unit-Linked
Other Life Insurance
Motor OC
Fire & Property
Financial Loss
75

Life Insurance with Profit
Non-Life Annuity (Motor Insurance)
Motor AC
TP Liability
Other Non-Life Insutance

5

10
15
20
Maturity period (in years)

25

Note: Projection of future cash-ﬂows in compliance with the requirements of Solvency II Directive, excluding discounting.
Source: UKNF.

Insurance premiums and claims
Premiums are the primary source of funding for

PLN bln

50

insurance companies. Insurance business is characterised by the so-called inverted production cy25

cle. The premiums are paid in advance, and their
amount is determined based on probability of in-

0
12-2016
6-2017
Life Insurance Companies

12-2016
6-2017
Non-Life Insurance Companies

surance event materialisation. Revenues from premiums are allocated for payment of current claims,

Note: For life insurance companies, the most important business
lines are presented. Other business lines are negligibly small.
Source: UKNF.

coverage of costs and future liabilities stemming

Provisions of non-life insurance companies were

In the ﬁrst half of 2017, the inﬂow of funds to life

much lower than in life insurance.

It resulted

insurance companies increased (see Figure 4.3). It

from the nature of activity pursued. The reason is

was associated with the rise of premiums in unit-

that insurance products where savings are collected

linked insurance. However, the value of the pre-

are not oﬀered in this sector. The only exception

mium did not compensate the value of payments

are payments of beneﬁts in the form of annuity due

in this group of products. In 2016, the regulatory

to third party liability insurance (OC) of mechani-

and supervisory requirements increased128 for com-

from insurance contracts.

128 The

Act of 11 September 2015on Insurance and Reinsurance Activity (Journal of Laws of 2017, item 1170, as amended.) imposed
the obligation on insurance companies to conduct the survey of needs among clients. In 2016, the KNF issued recommendations
for insurance companies on examining product adequacy and implementation of the insurance product management system (KNF
Resolutions No. 228/2016 and 229/2016 of 22 March 2016) see “Financial Stability Report. June 2017 ”, NBP, Warsaw, 2017, p.86.

Financial Stability Report. December 2017

99

Chapter 4.

panies active in investment insurance. This resulted,

as compared to the ﬁrst half of 2016.

among others, in the necessity to modify and adjust
their product oﬀer. A decline in the level of liquida-

Figure 4.4. Rate of changes in gross claims paid

tion fees could have also contributed to the growth
129

of payments.

Life Insurance

Non-Life Insurance

Unit-Linked

Motor OC

60%

Revenues from premiums in non-life insurance sector increased.

It was the result of an increase

40%

in prices, caused by the growing value of claims paid.
Higher revenues from premiums in motor insur-

20%

ance contributed to the improvement in proﬁtability
0%

of these insurance groups.

6-2017

3-2017

12-2016

9-2016

6-2016

3-2016

12-2015

9-2015

6-2015

Motor OC

3-2015

Non-Life Insurance

Unit-Linked

9-2014

Life Insurance

12-2014

-20%

Figure 4.3. Growth rate of gross written premium

60%

Source: UKNF.

40%

Insurance company and product concentration

20%

Activity of the insurance sector was dominated
by several largest entities. In the life insurance sec-

0%

tor, ﬁve largest insurance companies collected almost two-thirds of the premium, whereas in the case

-20%

of non-life insurance companies, it was over 70%
6-2017

3-2017

12-2016

9-2016

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

9-2014

-40%

of premium of the whole sector. In the ﬁrst half
of 2017, the largest insurance capital group collected

Source: UKNF.

over one-third of the premium.

Payments of claims reached historically high lev-

Within the particular sectors, insurance companies

els.

In the non-life insurance sector, it applied

had a similar product oﬀer. In the life insurance sec-

mainly to claims arising from motor insurance con-

tor, besides life insurance and endowment contracts,

tracts (see Figure 4.4). The payments resulted from

the majority of entities also oﬀered unit-linked insur-

the growth in the share of personal injuries with

ance. So-called additional insurance was also avail-

third-party liability insurance (OC) of mechanical ve-

able – accident insurance, personal accident insur-

hicles, including compensations130 , from approx. 7%

ance and health and sickness insurance.

131

A high

to 15% of claims paid. . In the life insurance sector,

level of concentration was characteristic, in partic-

beneﬁts paid from unit-linked insurance rose by 32%

ular, for the business line – other life insurance (see

129 Seventeen

insurance companies concluded the agreement with the UOKiK president, under which fees were reduced for contracts
active as at 1 December 2016 and which were concluded before 1 January 2016 (i.e. the day on which regulations determining the maximum level of liquidation fees at a level of 4%) entered into force. The reduction was mainly related to policies which were not covered
under earlier agreements. Moreover, insurance companies undertook to refund liquidation fees to persons who concluded contracts
aer 2008 and terminated them aer having turned 65.
130 See “Financial Stability Report. December 2016”, NBP, Warsaw 2016, p.87.
131 UFG Information Bulletin, IV/2016.
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Figure 4.5), where the largest entity oﬀered group

tant products of this sector (see Figure 4.7). Com-

employee insurance and individually continued life

panies with a limited product oﬀer focusing on se-

insurance on a broad scale (see Figure 4.6).

lected products were also active on the market.

Figure 4.5. The product structure of life insurance compa-

nies as at the end of June 2017

High concentration occurred only in the case
of specialised products. In non-life insurance, it
related to marine and aviation insurance as well
as credit insurance132 and insurance of legal expenses

50%

(see Figure 4.8). It was niche insurance in which

40%

only certain companies with proper experience and
30%

HR base specialised. However, due to the small
share of these groups in the gross written premium,

20%

the cessation of activities by a company oﬀering this
10%

type of insurance should not aﬀect the availability of services. Other entities, in particular large

0%
Unit-Linked

Other Life
Insurance

Insurance with
Profit

Medical
Insurance

Income
protection
insurance

ones, would be able to provide similar protection in
a short time. Moreover, owing to the freedom of services within the EU, foreign insurance companies
could present a similar oﬀer.

Note: Shares according to premium collected.
Source: UKNF.

Figure 4.7. The product structure of non-life insurance comFigure 4.6. Concentration of life insurance companies in se-

lected business lines at the end of June 2017
CR5

panies as at the end of June 2017
50%
40%

CR10

100%
30%
20%

75%

10%

Unit-linked

Others

Legal expenses

Marine, Aviation &
Cargo

Financial Loss

Credit & Guarantee

Assistance

TP Liability

Medical and Accidence

0%

Fire & Property

Motor OC

25%

Motor AC

0%

50%

Life assurance with
profit

Note: Shares according to premium collected.
Source: UKNF.
Note: Concentration ratios according to share in gross written
premiums of selected business lines of the life insurance sector.
Source: UKNF.

In the non-life insurance sector, most of the companies oﬀered motor insurance, and ﬁre and property insurance. They represented the most impor132 Insurance

of low own downpayment in the case of mortgage loans constituted a minor part of credit insurance.
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Figure 4.8. Concentration of non-life insurance companies

in selected business lines at the end of June 2017
CR5

ties which had withdrawn from a part of its investment in shares of investment funds, replacing them
by debt securities.134 Direct investment in real estate

CR10

and shares listed on the regulated market accounted

100%

for a marginal part of investments of life insurance
75%

companies.

50%

In the ﬁrst half of 2017, the value of non-life insurance companies’ share in related undertakings

25%

increased signiﬁcantly. It was associated with the
Legal expenses

Marine, Aviation &
Cargo

Financial Loss

Credit & Guarantee

Assistance

Medical and
Accidence

TP Liability

Fire & Property

Motor AC & OC

0%

purchase of bank’s assets by the largest domestic
insurance group. Similar to companies of the life
insurance sector, Treasury securities constituted
the dominating part of non-life insurance companies’ investments. In addition, entities of non-life

Note: Concentration ratios according to share in gross written premiums of selected business lines of the non-life insurance sector.
Source: UKNF.

The structure of assets and investment risk
Insurance companies bore the investment risk associated with assets other than unit-linked insurance. At the end of the ﬁrst half of 2017, assets of insurance companies measured for solvency needs,
amounted to 195.9 billion zlotys (at the end of 2016 –
184.3 billion zlotys). Insurance companies invested
over 90% of their funds in the domestic market.

sector granted more loans, especially in the repo
transactions. However, such operations constituted
a marginal part of insurance companies’ assets.
Investment in shares of investment funds comprised a signiﬁcant part of funds for which the investment risk was borne by the insurance company. Assets were usually invested in shares of dedicated investment funds, created for the needs
of the entities of the capital group. It also had an impact on signiﬁcant diﬀerences in the structure of investments within individual insurance companies.

In the life insurance sector, assets for which the in-

The biggest players in the market invested much

vestment risk was borne by the policyholders had

more in shares of investment funds than other com-

133

the highest share (55.6 billion zlotys. ) Shares

panies. This probably stemmed from the optimisa-

of investment funds represented the dominating

tion of activities carried out within capital groups.

part of unit-linked assets (see Figure 4.9). In the

Companies with a large share of unit-linked insur-

case of assets where the investment risk was borne

ance allocated a signiﬁcant part of assets for the pur-

by the insurance companies, Treasury securities

chase of investment funds’ shares. On the other

made over 60% of portfolio.

In the ﬁrst half

hand, companies oﬀering insurance in which ben-

of 2017, their share grew at the expense of exposure

eﬁts were determined on the basis of speciﬁc indices

to investment funds’ shares. It was associated with

demonstrated a high share of deposits and struc-

the change in the structure of assets of one of enti-

tured securities, with exposure mainly to the risk

133 In

the previous edition of the Report, the value of assets for which the investment risk was borne by the policyholders was presented
in statutory accounts value and it diﬀered from the value presented for solvency needs. It stemmed from classifying the assets of some
unit-linked products, in accordance with their economic characteristics, to other business line.
134 Such decision probably contributed to the reduction of the Solvency Capital Requirement of this company.
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of share prices.

posits of a given company. Moreover, insurance
companies oen invested their funds in banks be-

Figure 4.9. Structure of insurance companies’ investments

100%

Government bonds
Loans and mortgages
Equities (including holdings in related undertakings)
Bank deposits and cash
Investment funds' shares
Corporate bonds, property and other

longing to the same capital group. The value of liabilities to banks was also low and did not exceed
1 billion zlotys.135 Some insurance companies continued to maintain the value of cash at a level higher
than prior to the entry into force of Solvency II Directive.136

75%

50%

Few non-life insurance companies used leverage,
the scale of which increased in the ﬁrst half of 2017.

25%

Non-life insurance companies issued subordinated
debt.137 This stemmed from the possibility to recog-

0%
12-2016
Life

06-2017

12-2016

06-2017

Unit-linked

12-2016

06-2017

Non-life

Note: Investments are presented in accordance with the Solvency
II methodology. Life insurance does not comprise unit-linked investments.
Source: UKNF.

nising those instruments as own funds to cover
the capital requirements. Moreover, insurance companies beneﬁtted from loans granted by other entities operating in the same capital group. The largest

Insurance companies were important ﬁnancial

institutions on the market also used derivatives,

market participants. Their share in the domestic

mainly for the purpose of “eﬀective portfolio man-

Treasury bond market amounted to approx. 10%

agement”.

of the value of debt. In the ﬁrst half of 2017, along
with the acquisition of a bank’’ shares, the share
of insurance companies in capitalisation of WSElisted companies increased signiﬁcantly.

Liquidity risk

The ex-

tent of the sector’s exposure to debt securities of enterprises and banks slightly diminished compared
to the end of 2016 and remained marginal. Despite continuing low interest rates, insurance companies did not search for yield through investing funds
in less liquid and more risky assets.

Upon entry into force of the provisions of Solvency II Directive, insurance companies were obligated to fulﬁl the qualitative requirements as regards adequate liquidity risk management. Liquidity risk should be assessed both in short-term
and long-term perspective, included in the action

The value of insurance sector’s investments in do-

plan in the event of change in cash ﬂows, as well

mestic banks slightly decreased and remained low.

as assessed in terms of the adjustment of the struc-

In some entities, concentration of deposits in a sin-

ture of assets and their ability of timely settlement

gle bank was high and reached even 75% of all de-

of liabilities.138 . Moreover, insurance companies cal-

135 The

value provided, compliant with the valuation for solvency needs, may diﬀer from the value presented in terms of statutory
accounts in the previous issues of the Report.
136 In accordance with Solvency II Directive, cash is included in the counterparty default risk module, but it is not taken into account in
the spread risk submodule and in the market concentration risk submodule, which may impact reduction of capital requirements.
137 Act of 8 June 2017 on Amending the Act on Bonds (Journal of Laws of 2017, item 1199).
138 Article 260(1)(d) of Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 supplementing Directive 2009/138/EC
of the European Parliament and of the Council on the taking-up and pursuit of the business of Insurance and Reinsurance (Solvency
II) OJ L12 of 17.1.2015, p. 1, as amended
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culated expected proﬁts from future premiums139 ,

case of unit-linked assets managed by insurance com-

which also served to manage liquidity risk.

panies, liquid investments prevailed. On the other

Insurance companies were not signiﬁcantly exposed to liquidity risk. The premium which was
the main source of ﬁnancing was paid in advance,
before the occurrence of the insured event. A surplus of premiums over claims was observed in the in-

hand, as regards this part of unit-linked assets which
were invested in shares of investment funds, insurance companies usually used relevant provisions
in the insurance documentation140 to hedge themselves against liquidity risk.

surance sector, which made companies ﬁnance their
activity from current revenue. Moreover, the lack
of excessive exposure to illiquid assets and maintaining of the adequate level of liquid investments made
an important element of liquidity risk management
in case of the necessity to make sudden payments
of beneﬁts. Liquid government bonds constituted
a dominating part of the portfolio of debt securities.

Financial results
In the ﬁrst half of 2017, the ﬁnancial performance and technical results of insurance companies improved (see Figure 4.10 and Table 4.2). Only
few entities with a minor market share recorded
a loss. In life insurance, the premium and revenues
from investments increased, however, as a result

Liquidity risk could have occurred in life insur-

of the growth of claims and provisions, the technical

ance contracts, for which legal regulations and con-

result increased only by 0.1 billion zlotys. In non-

tractual terms stipulated a possibility to lapse from

life insurance, a high growth of premium signiﬁ-

contracts and withdraw funds. This related to in-

cantly translated into the improvement of the tech-

vestment products, where the risk was borne by pol-

nical result (by 900%). The largest entity on the mar-

icyholders. Those companies for which unit-linked

ket, whose ﬁnancial results determined the results

insurance makes a signiﬁcant part of activity could

of the overall non-life sector, had the highest share

have been particularly exposed. However, in the

in the growth.

139 Expected

proﬁt from future premiums means the expected current value of future cash ﬂows which result from inclusion of premiums related to current insurance and reinsurance contracts, whose obtaining in the future is expected, in technical provisions. In
accordance with Article 260(2) of Commission Delegated Regulation (EU)2015/35, the expected proﬁt included in future premiums
take into account outﬂows of future premiums which might have occurred for any reason other than the insured event.
140 Insurance companies envisaged a possibility of postponed payouts or a payout of only a portion of funds from the unit-linked insurance in the case of suspension of the disposal and redemption of investment funds’ shares in which unit-linked assets were invested.
The insurance documentation made a possibility to establish the value of unit-linked assets dependent on the valuation of shares
of investment funds.
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Table 4.2. Financial results and basic indicators of the insurance sector
6-2015
(zloty million)
Life Insurance (Sector I)
Gross Written Premium
Technical Result
Financial Result
Equity Capital
Technical profitability (in %)
ROE (in %)
Non-Life Insurance (Sector II)
Gross Written Premium
Technical Result
Financial Result
Equity Capital
Technical profitability (in %)
ROE (in %)

6-2016
(zloty million)

6-2017
(zloty million)

6-2017/6-2016
(in %)

14 429
1 329
1 699
11 659
9.4
22.0

11 921
1 388
1 132
11 316
11.7
20.5

12 210
1 512
1 190
10 798
12.4
18.6

2.4
8.9
5.2
-4.5
0.7 pp.
-1.9 pp.

13 665
494
1 789
19 969
4.5
13.7

15 348
114
1 131
20 254
1.0
9.0

19 366
1 140
2 599
22 552
8.3
15.2

26.2
900
130
8.3
7.3 pp.
6.2 pp.

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

The ﬁnancial result was also aﬀected by the tax

in prices of motor third-party liability insurance (OC)

on certain ﬁnancial institutions141 , which covered

led to a clear decline in the loss ratio (see Figure

more than a half of active insurance companies.

4.11), which, in turn, contributed to the improve-

The annual burden due to this tax is estimated,

ment of the COR (see Figure 4.12). This measure

as in the previous year, at a level of approx. 0.6 bil-

fell to the level of 90%, which enabled the recovery

lion zlotys, of which almost a half will fall to the

of proﬁtability of insurance activity.

largest domestic insurance group.
Figure 4.11. Selected loss ratios in the non-life insurance
Figure 4.10. Revenues and costs of insurance companies
Earned Premium
Investments (others)
Expenses

Investments-subordinate entities
Claims
Financed Result

sector
Motor OC
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50%
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25%
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6-2015

6-2015
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3-2015
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12-2014

6-2015

9-2014

0%
-20

Source: UKNF.

Source: UKNF.

In the ﬁrst half of 2017, the loss ratio in non-

The insurance sector recorded a growth in the ROE

life insurance markedly improved.

indicator (see Figure 4.13). Life insurance was more

141 The

The growth

Act of 15 January 2016 on Tax on Certain Financial Institutions (Journal of Laws of 2016, item 68).
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proﬁtable than non-life insurance. It was a con-

ance.142

sequence of a high share of very proﬁtable group
and individually continued life insurance. In the
last half of the year, earnings of insurance compa-

Figure 4.13. Proﬁtability of the insurance sector
Life Insurance

Non-Life Insurance

30%

nies were mostly allocated or paid out in the form
of a dividend and did not increase the sector’s equity.
High surpluses of own funds over the capital require-

20%

ments did not encourage companies to accumulate
earnings.
10%

Figure 4.12. Loss ratios and COR in the non-life insurance

sector
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Source: UKNF.

Unpredictability in determining the level of com-

80%

pensation due to non-pecuniary damages re70%

mained the highest risk for proﬁtability of non-life
insurance companies providing motor insurance.

60%

The data of the Insurance Guarantee Fund indicated
6-2017

3-2017

12-2016

9-2016

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

9-2014

50%

that 1/3 of claims in this insurance group comprised
personal injuries143 occurring in traﬃc accidents before 2008, i.e. prior to deﬁning the right to compen-

Source: UKNF.

sation payment in the regulations. However, work

A factor which could reduce the proﬁtability of life

was started on potential legal solutions which would

insurance companies is a possibility of policyhold-

contribute to mitigating this problem.

ers’ surrender of unit-linked contracts and the necessity to reimburse the liquidation fees. This type
of insurance shows a lower internal rate of return

Solvency

than investment funds with a similar risk proﬁle (in-

The insurance sector had a large surplus of own

vestment policy), which implies a high share of costs

funds over capital requirements arising from

and commission, charged against clients. Thus, unit-

the Solvency II Directive. The coverage of solvency

linked insurance is a signiﬁcant source of proﬁts for

parameters in the life insurance sector was over

intermediaries and insurance companies. Clients’

three-fold and for the non-life insurance sector - over

mass resignation (termination of contracts and with-

two-fold higher than the capital requirement(see

drawal of funds) would result in a decrease of the re-

Figure 4.14). None of the entities used LTG tools or

sults and own funds, particularly of those compa-

transitional measures provided for in the Solvency II

nies which hold large portfolio of unit-linked insur-

Directive that allowed the distribution of the imple-

142 See“Financial
143 Personal
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mentation of new solvency rules for a period of 16
144

years.

tios of insurance companies. The issue of subordinated bonds allowed for increasing the SCR coverage ratios of the non-life insurance sector, despite

Figure 4.14. The solvency ratio in the insurance sector(SCR)
Life

the growth of the capital requirements in connection
with the increase of shares in banks. In life insurance

Non-life

companies, the value of own funds, as well as the

400%

level of the capital requirements slightly decreased,
which also translated into the growth of solvency ra300%

tios.
Figure 4.15. Solvency Capital Requirement (SCR) for insur-

ance companies at the end of June 2017
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Note: The minimum value of the SCR coverage is 100%
Source: UKNF.

Items classiﬁed to category with the best qualita-

300%

200%

tive features constituted over 90% of own funds, despite a slight deterioration in the quality of insurance
companies’ funds in the ﬁrst half of 2017. The share
of own funds increased in Tier 2 in the non-life insurance sector, which was associated with the issue
of subordinated debt by one of entities.145 This contributed to the growth in the value of own funds

100%

0%
0

5
10
15
20
25
Undertakings ranked by SCR coverage

30

35

Note: The companies are ranked according to the SCR coverage.
One non-life insurance company recorded the SCR coverage over
1,000% and it is not presented in the Figure.
Source: UKNF.

of the insurance sector eligible to cover the solvency

All entities of the insurance sector met the solvency

capital requirement. Eligible own funds of compa-

requirements and the stability of the sector was not

nies of the life insurance sector and non-life insur-

at risk (see Figure 4.15). Insurance companies which

ance sector at the end of June 2017 amounted, re-

so far did not hold suﬃcient own funds to cover

spectively, to 27.2 billion zlotys and 39.4 billion zlo-

the SCR or the MCR, increased them by capital in-

tys.

jection or incurring subordinated liabilities.

The growth in the value of own funds had an

All insurance companies calculated the Solvency

impact on the improvement of the solvency ra-

Capital Requirement on the basis of the standard

144 In

accordance with the Solvency II Directive, insurance companies, under the approval of the supervision authority, may use tools
for long-term insurance guarantees (LTG) and transitional measures. For LTG tools, the directive stipulates a correction adjusting to
the relevant term structure of risk-free interest rate (matching adjustment – MA) and the correction due to volatility to the relevant term
structure of the interest rate (volatility adjustment – VA whose application shall serve for mitigation of volatility in insurance companies’ balance sheets as a result of the application of market valuation of assets and liabilities. Also, the directive stipulates a possibility
to use transitional measures related to risk-free interest rates, as well as technical insurance provisions over a maximum period of 16
years following its entry into force. The transitional measures should mitigate the impact of amendments to the regulations which
would signiﬁcantly deteriorate the solvency of individual entities.
145 “Condensed interim standalone ﬁnancial statements for the 6 months ended 30 June 2017”, PZU SA, p. 33.
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formula. The level of the SCR in both insurance
sectors was mostly aﬀected by the underwriting risk
module and subsequently, by the market risk mod-

Figure 4.17. Structure of the Solvency Capital Requirement

for non-life insurance companies at the end of 2016
150%

62%

ule (see Figure 4.16 and 4.17).

6%
108%
100%

100%

Figure 4.16. Structure of the Solvency Capital Requirement

for life insurance companies at the end of 2016
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-30% 0%

-15%

57%
50%

8%

11%
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-33%
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0%
-22%

54%
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50%
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Note: The adjustment means adjustment for the loss-absorbing
capacity of technical provisions and deferred taxes .
Source: UKNF.

Both in life insurance sector and in non-life insurance sector, in the market risk module, the highNote: The adjustment means adjustment for the loss-absorbing
capacity of technical provisions and deferred taxes .
Source: UKNF.

est capital requirements comprised the submodule of equity risk. These requirements stemmed
from investing assets of insurance companies and as-

The capital requirements in the underwriting

sets of unit-linked funds in investment funds’ shares.

risk module of life insurance sector reﬂected

Moreover, in non-life insurance companies, holdings

the speciﬁc product characteristics of individual

in related undertakings had an impact on capital re-

life insurance companies. Considering the signiﬁ-

quirements stemming from equity risk. They also

cant share of unit-linked insurance, companies pre-

generated a requirement for market risk concentra-

sented the highest capital requirement due to the

tion, which was higher than in the case of the life

risk of lapses. The capital requirement for mortal-

insurance sector.

ity risk was lower by almost a half. The exposure
of life insurance companies to the longevity risk was

The majority of life insurance companies demon-

only marginal.

strated sensitivity to increase in the term structure
of interest rate. Interest rate changes did not rep-

For the non-life underwriting risk the highest re-

resent a signiﬁcant risk factor for insurance compa-

quirement comprised the non-life premium and

nies. The share of the capital requirement for this

reserve risk, whose level was related to the ex-

risk in the SCR did not exceed 15%. The sensitiv-

tent of activity pursued. The capital requirement

ity of assets and liabilities of insurance companies

for cat risk was lower by almost a half. Reinsurance

to interest rate changes was at a similar level. Fac-

programmes had a signiﬁcant impact on reducing

tors which determined the level of the requirement

the solvency capital requirement for the underwrit-

for interest rate risk included: a considerable excess

ing risk in non-life insurance companies.

of assets over liabilities and investing a signiﬁcant
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portion of own funds in debt securities.
Non-life

insurance

companies

demonstrated

a higher requirement for the counterparty default risk than life insurance companies. It was

institutions also enable investors to reduce investment risk through a signiﬁcant diversiﬁcation, which
is more diﬃcult to acquire in the case of individual
investments in ﬁnancial markets.

mainly associated with a much broader use of rein-

There are entities in the sector of investment funds

surance cover which reduced the risk in the sec-

whose shares can be acquired only by a speciﬁc

tor. However, the increase of the capital require-

group of investors. Most oen, they take the form

ment under the counterparty default risk module

of closed-ended investment funds and serve to cre-

was oﬀset by a much greater decline of the capi-

ate individual investment solutions tailored to the

tal requirement for cat risk. In the case of the sce-

needs of speciﬁc customers – primarily enterprises,

nario in which companies do not use the reinsurance

but also aﬄuent retail investors and insurance com-

cover, the capital requirements would grow to such a

panies.

level that own funds of the majority of entities would
not be suﬃcient to cover the SCR. Reinsurers had
the highest share in aviation insurance and in ﬁnancial insurance. In the life insurance sector, the role
of reinsurance was marginal.

The safety of assets accumulated in investment
funds is independent of the ﬁnancial situation
of the investment fund management companies
(IFMCs) and depositaries. Investment fund management companies and the investment funds they
manage have separate legal personalities and the

4.2. Investment funds
and investment fund
management companies

funds’ assets are legally separated from IFMCs’ assets. Management companies are responsible for
the operation of investment funds and liable for any
potential damages resulting from non-performance
or improper performance of their obligations.146 Investment funds’ participants do not bear the con-

The investment funds’ activity is based on pool-

sequences of a possible bankruptcy of investment

ing capital resources of many investors in or-

funds’ depositaries, as the funds’ assets are not in-

der to invest them collectively. Inﬂows are con-

cluded in their bankruptcy estate.

verted into investment fund units (shares) (in openend funds) or investment certiﬁcates (in closed-end
funds), expressing the proportional share of their

The size of the sector

holders in the fund assets. As a rule, the change

Net assets of investment funds reached the highest

in the value of net assets is accompanied by a paral-

level in the history of the sector – 293.8 billion zlo-

lel change in the fund’s capital. The funds provide

tys. In the ﬁrst half of 2017, investment funds’ assets

the opportunity for indirect investment in various

increased mainly due to the growth of asset valua-

classes of assets, including those that are not avail-

tion. In 2016, the ratio of net assets of the funds to

able to individual investors with little capital. These

GDP reached about 15%. In Poland, this ratio was

146 In

accordance with Article 64(1) of the Act of 27 May 2004 on Investment Funds and Management of Alternative Investment Funds
(uniform text, Journal of Laws 2016, item 1896 as amended) The IFMC is liable before participants of the collective securities portfolio and of investment fund 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.
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still signiﬁcantly lower than in countries with more
developed ﬁnancial markets.147

by investment policy

In the entire sector, net capital inﬂows were observed. All types and kinds of funds recorded net
inﬂows.148

Figure 4.18. The structure of the investment funds sector
Other funds
Foreign bond funds
Domestic equity funds
100%

In the ﬁrst half of 2017 net inﬂows

90%

amounted to 5.6 billion zlotys. The highest pay-

80%

ments were made by households which paid funds

70%

mainly to debt securities funds (in particular, corpo-

60%

rate bonds and cash and funds). On the other hand,
the highest amounts were withdrawn by insurance
149

companies.

Real estate funds
Domestic bond funds

Mixed funds
Foreign equity funds

50%
40%
30%
20%
10%

No signiﬁcant changes were seen in the struc-

0%
6-2016
12-2016
6-2017
Open-ended funds

ture of the sector. Closed-ended investment funds
represented its major part, whose share decreased
slightly to reach 52.4% at the end of the ﬁrst half
of 2017. Among those funds, other funds continued

6-2016
12-2016
Closed-ended

6-2017

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

to dominate (see Figure 4.18). On the other hand,
in the case of open-ended investment funds, domestic securities funds were most important, however,
their share in assets decreased slightly. Owing to

Figure 4.19. The concentration of investment funds by in-

vestment policy at the end of June 2017
CR5

CR10

70%

good investment results, the share of equity funds
60%

increased.
The level of concentration varied, depending on
the investment policy of the funds. At the end
of June 2017, approximately 1,300 entities(funds and

50%
40%
30%

subfunds) were active in the sector. The highest
level of concentration was observed for the smallest and the largest group of funds – mixed funds
and other funds (see Figure 4.19).

Services pro-

vided by entities with similar investment policies can
be considered as substitutive, which makes the risk
of the reduction of ﬁnancial services provided (as
a result of liquidation of some funds) insigniﬁcant.

20%
10%
0%
Equity funds

Bond funds

Mixed funds

Other funds

Total

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

147 For

example, in the euro area investment funds’ net assets accounted for approx. 93% of its GDP.
classiﬁcation of investment funds into kinds and types is used in the report. In accordance with the provisions of the Act on
Investment Funds and Management of Alternative Investment Funds, kinds of investment funds include: open-ended investment funds,
specialised open-ended investment funds and closed-ended investment funds. On the other hand, the classiﬁcation into types refers to
the investment policy pursued by the funds. The following funds are distinguished: domestic equity, domestic debt securities, mixed,
foreign equity, foreign debt securities, real estate funds and other funds. There was no category of real estate funds in the previous
editions of the Report. It was separated from the group of other funds. Moreover, in this report, distinguishing of stable growth funds
and sustainable growth funds categories was abandoned. These types of funds were aggregated in the group of mixed funds.
149 More on this issue can be found in the section related to insurance companies.
148 The
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amounted to approx.
Investment risk and the structure of assets
Open-ended and closed-ended funds invested
funds in diﬀerent types of assets. Domestic treasury bonds continued to dominate in the structure
of open-ended funds’ assets, however, in the ﬁrst
half of 2017, their share decreased markedly (see
Figure 4.20). On the other hand, the importance

16.3 billion zlotys (includ-

ing 1.4 billion zlotys due to repo transactions).151
The funds granted loans mainly to non-ﬁnancial
companies, including mainly foreign entities. In the
case of Polish non-ﬁnancial companies, funds obtained in this way were not a signiﬁcant source of ﬁnancing as compared to loans and credits granted
by banks.

of loans granted (including, under the repo transac-

Figure 4.20. The structure of assets of the investment funds

tions) and shares listed on markets organised by the

sector

WSE rose. Other equity ﬁnancial instruments dominated in assets of closed-ended funds, including
in particular unlisted shares. Corporate securities
made the second most important component of assets. Those instruments were sometimes used for

100%

tax optimisation purposes within capital structures,

80%

comprising closed-ended investment funds. Such

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

60%

optimisation solutions emerged as a consequence
of changes in ﬁscal regulations eﬀective since the beginning of 2017.150

40%
20%
0%

Investment funds were important participants
of ﬁnancial markets. They played an important
role as buyers of domestic debt securities. At the
end of June 2017, their share in the market of domestic government bonds amounted to approx. 9%
of the value of debt, and in the capitalisation of domestic companies listed on the WSE Main List – approx. 6%. Moreover, the funds were essential for
the liquidity of trading on the WSE Main List,– however, in the ﬁrst half of 2017 their share in turnover
diminished and amounted to less than 10%.

6-2016
12-2016
6-2017
Open-ended funds

6-2016
12-2016
6-2017
Closed-ended funds

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

Liquidity risk
In the case of large outﬂows, investment funds can
be forced to sell oﬀ assets. This sell-oﬀ could particularly relate to those open-ended funds which redeem their units at the request of participants and
it would particularly aﬀect those entities whose as-

Loan receivables were an important part of closed-

sets cannot be converted into cash within a short

ended funds’ assets. (including as part of repo

period of time, without material impact on their

transactions).

prices. In the case of a strong slump in prices and de-

At the end of June 2017, they

150 More

on this issue can be found in the previous edition of the Report and in the communication of the Ministry of Finance of 8 May
2017: http://www.mf.gov.pl/ministerstwo-ﬁnansow/wiadomosci/ostrzezenia-i-wyjasnienia-podatkowe.
151 In accordance with the provisions of the Acton Investment Funds and Management of Alternative Investment Funds, open-ended investment funds may not grant sureties, guarantees and loans to other entities, excluding loans whose subject involves dematerialised
securities. Closed-ended investment funds may grant loans, sureties and guarantees to the maximum value of 50% of their assets
value provided that the level of a loan, surety or guarantee granted to a single entity must not exceed 20% of the value of assets.
Closed-end investment funds may also grant loans in the form of securities.

Financial Stability Report. December 2017

111

Chapter 4.

terioration of market liquidity, investors could seek

also demonstrated the lowest share of deposits in to-

to redeem their shares in investment funds to pro-

tal assets (approx. 3%). This indicator, in turn, had

tect their capital against continued loss of value.

the highest level in the case of other funds (approx.

A mass sell-oﬀ of assets by the funds could, on

9%). Deposits may act as a liquidity buﬀer which

the other hand, result in further turmoil on the ﬁ-

provides immediate access to capital allowing to ful-

nancial markets, contributing in particular to a fur-

ﬁl claims of redemption (both expected and unex-

ther decline in prices and liquidity. This may lead to

pected). However, maintaining the high level of de-

a fall in the value of similar assets held or managed

posits reduces funds’ exposure to market risk and

by other institutions, which would result in transfer-

causes that a smaller part of their assets is directly

ring the shock onto them. The scale of ﬁre sales de-

used for the implementation of the investment pol-

pends on the strength of investment fund clients’ re-

icy.

sponse and the liquidity of assets they hold, including the size of liquidity buﬀers.

The share of liquid investments in funds’ assets allows to assess their capacity of eﬃcient manage-

Figure 4.21. The share of liquid assets in total assets of open-

ment of large redemptions only to a limited extent.

ended investment funds by investment policy

In such such circumstances, the funds will not al-

Equity funds
Other funds

Bond funds
Total

Mixed funds
Total - average

ways be ready to sell oﬀ assets with the highest liq-

100%

uidity in the ﬁrst instance. Such a strategy could

95%

cause that aer making a portion of payouts, only

90%

less liquid instruments will remain in the fund’s assets, consequently, the fund would have no possibil-

85%

ity to make successive redemption orders. Due to
80%

this fact, funds may prefer to sell individual compo-

75%

nents of investments as evenly as possible.

70%

6-2017

3-2017

12-2016

9-2016

6-2016

3-2016

12-2015

9-2015

6-2015

3-2015

12-2014

9-2014

6-2014

65%

Financing and the structure of liabilities
Risk associated with activity of investment funds

Note: Due to the adjustments made, the data may diﬀer from
data presented in the previous edition of the report. Liquid assets
include: deposits, Treasury securities, shares listed on organised
markets, participation units of domestic funds and units of foreign collective investment schemes. NBP has no data on investment funds’ deposits broken down into time periods within which
it is possible to sell them without aﬀecting their prices. For total
funds, a three-year moving average.
Source: NBP.

is borne by their participants. Investment funds

The level of liquid assets of open-ended investment

Households had the largest share in the struc-

funds was lower than the average value of the last

ture of investment funds’ investors. Shares of in-

three years. The most liquid assets

152

generally do not guarantee achieving the set investment target. Thus, the investment fund management companies do not bear the risk associated with
the investment activity of funds.

were held

vestment funds were the third most popular form

by equity funds and mixed funds, and the least liquid

used by them to keep savings (aer bank deposits

assets – by bond funds (see Figure 4.21). Debt funds

and cash). Households were the main participants

152 Liquid

assets include: deposits, Treasury securities, shares listed on organised markets, participation units of domestic funds and
units of foreign collective investment schemes. It should be pointed out that in case of crisis, the market of Treasury securities may
be the only market that remains liquid.
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in open-ended funds (see Figure 4.22). On the other

also used derivatives. Both in derivatives transac-

hand, non-ﬁnancial companies prevailed among in-

tions and in repo transactions, domestic banks were

vestors of closed-ended funds. They mainly included

mainly the counterparties of investment funds.

foreign entities, however, some of them were established by Polish enterprises for tax considerations.

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

vestment policy
Equity funds
Real estate funds
Total - average

Figure 4.22. The structure of investment fund participants
Households
Non-financial corporations
Insurance companies and pension funds
Monetary financial institutions
Investment funds
Other
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Other funds
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0%
6-2016
12-2016
6-2017
Open-ended funds

6-2016
12-2016
Closed-ended
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Note: For total funds, a three-year moving average.
Source: NBP.

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

In the period under discussion, regulatory re-

Some funds incurred liabilities on ﬁnancial mar-

cialised open-ended investment funds. In August

kets by using leverage, seeking to increase the rate

2017, the Regulation153 entered into force, imposing

of return. Repo transactions were an important

the maximum exposure limit on such funds. The ex-

source of leverage in the investment funds sector. Li-

posure is calculated as the absolute value of all com-

abilities arising from these transactions were signiﬁ-

ponents of assets and, in the case of derivatives,

cantly higher than those from bond issues and loans

it takes into account the market value of equiva-

and credits.

The highest level of leverage, mea-

lent position in the underlying assets154 . In the case

sured as the ratio of total assets to net assets (exclud-

of closed-ended investment funds and specialised

ing derivatives exposures) was displayed by open-

open-ended investment funds using the investment

ended funds, mixed funds and debt securities funds

rules and limitations determined for closed-ended

(see Figure 4.23). To increase exposure the funds

investment funds, its value must not exceed four-

strictions were imposed on the use of leverage by closed-ended investment funds and spe-

153 of

the Minister of Development and Finance of 20 July 2017 concerning the maximum exposure limit of AIF (alternative investment
funds) (Journal of Laws of 2017, item 1443).
154 The limit relates to AIF exposure computed by means of the commitment method, referred to in Article 8 of Delegated Commission
Regulation (EU) No. 231/2013 of 19 December 2012 supplementing Directive 2011/61/EU of the European Parliament and of the Council
with regard to exemptions, general operating conditions, depositaries, leverage, transparency and supervision (OJ L of 22.03.2013, 83, p. 1).
In the case of open-ended investment funds, IFMCs calculate the total exposure using one of the three methods referred to in the Regulation of the Minister of Finance of 20 July 2017 concerning the method, procedure and conditions of pursuit of operations by investment
fund management companies (Journal of Laws of 2017, item 1444): commitment method, absolute value-at-risk or relative value-at-risk
method. The value of the total exposure level depends on the method adopted and amounts to: 100% of the value of fund’s net assets
in for the commitment method, 20% of the value of fund’s net assets for the absolute value-at-risk method and 200% of the value
of reference portfolio at risk for the relative value-at-risk method.
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Table 4.3. Financial results and basic indicators of the investment funds management companies sector

Total revenues:
– investment funds management fee
– financial instruments portfolios 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 (%)
Participant claims coverage ratio (%)
Pre-tax profit margin (%)
ROE (%)

6-2015
(zloty million)
1 587
1 463
27
1 259
327
265
1 314
284
236 517
28 868
463
0.54
20.6
37.3

6-2016
(zloty million)
1 526
1 423
27
1 227
298
240
1 481
363
277 765
47 071
408
0.53
19.6
33.7

6-2017
(zloty million)
1 849
1 737
24
1 467
381
308
1 407
386
292 695
58 990
364
0.48
20.6
34.2

6-2017/6-2016
(in %)
21.2
22.0
-10.8
19.6
27.8
28.2
-5.0
6.4
5.4
25.3
-43.86 pp.
-0.05 pp.
1.04 pp.
0.46 pp.

Note: The participant claims coverage ratio is a ratio of investment fund management companies’ equity capital to the sum of investment funds’ net assets. ROE annualised.
Source: UKNF, NBP.

fold, and having met additional conditions – eight-

of the funds they managed was varied and on aver-

fold value of the fund’s net assets.

In the case

age it amounted to 1.85%. For the majority of man-

of specialised open-ended investment funds using

agement companies, the value of the participants’

the investment rules and limitations determined for

claims coverage ratio was lower than the average.

open-ended investment funds, the limit of exposure

In case of the necessity to pay claims to investment

amounts to 200% of the net assets value.

fund participants 155 , the ﬁnancial situation of some
management companies would deteriorate.

Financial situation of investment fund management
companies

4.3.

Financial results of the IFMCs improved (see Table 4.3).

This was associated with the growth

in the value of funds’ assets and the share of eq-

Open pension funds
and pension fund
management companies

uity funds, in the case of which management companies charge higher management fees. The IFMCs

The activity of open pension funds consists in col-

achieved a better result than in the ﬁrst half

lecting and investing contributions provided to

of 2017 only in the ﬁrst half of 2008 and 2007.

them under the capital part of the universal pen-

The equity of the sector decreased, however, it was

sion system. Assets of open pension funds are di-

still over three-fold higher than the statutory re-

vided into accounting units assigned to the members

quirement. However, in relation to the total net as-

of the fund proportionally to the size of the funds

sets of the investment funds, the IFMCs capital re-

paid. For 10 years prior to retiring, open pension

mained low – it did not exceed 1%. The ratio of in-

funds transfer assets assigned to the member to ZUS

dividual companies’ equity capital to the total assets

(Social Insurance Institution) under the so-called se-

155 The

IFMC could pay compensations to investment fund participants in case of damage arising from non-performance or improper
performance of the obligations by the management company.
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curity slider mechanism.
The existing legal regulations guarantee the safety

of pension fund assets to GDP in 2015 amounted to
37.2%.157

of funds accumulated in open pension funds, ir-

The sector of open pension funds demon-

respective of the ﬁnancial situation of pension

strated a high level of concentration (see Figure

fund management companies (PFMCs) and de-

4.24). At the end of June 2017, 12 open pension

positaries.

funds (OPFs) were active in Poland.

The value of pension fund assets is

In recent

not linked with the ﬁnancial situation of pension

years, the concentration ratios (CR3 and CR5) re-

fund management companies, as these companies

mained at similar levels (although in the ﬁrst half

have a separate legal personality and the fund’s as-

of 2017 they slightly increased), which resulted

sets are separated from the assets of management

from minor transfers of members between indi-

companies. Fund resources are not included in the

vidual OPFs and the marginal number of ﬁrst-

bankruptcy estate of depositaries, therefore mem-

time contracts158 On the other hand, the position

bers of open pension funds should not bear the con-

of the market leader with the highest share of mem-

sequences of the potential bankruptcy of a deposi-

bers who declared the intention to transfer a part

tary.

of their pension contribution to OPFs, continued to
strengthen.

The size of the sector

Figure 4.24. Concentration on the OPF market

In the ﬁrst half of 2017, the value of the net as-

CR1

sets of open pension funds grew by 13.8% and at

100%

the end of June it amounted to 174.7 billion zlo-

90%

tys. The funds growth’ in the value of assets mainly

CR3

CR5

80%
70%

came from the high ﬁnancial result (21.9 billion zlo-

60%

tys). The weighted average rate of return of open

50%

pension funds in the ﬁrst half of 2017 amounted

40%

to 14.3%, while in individual funds it ranged from

30%

11.7% to 15.2%. This result was primarily aﬀected

20%

by the favourable situation on the domestic equity

10%

market. In this period, WIG20 index gained 18.1%,

0%
12-2015

12-2016

6-2017

and WIG index – 17.9%. The inﬂow of new contributions to the funds (approx. 1.8 billion zlotys)
was balanced by the outﬂow of funds transferred

Note: Concentration ratios according to share in net assets
of the sector.
Source: UKNF.

to the Social Security Institution under the secu-

There was no risk of discontinuation of the provi-

rity slider mechanism (2.1 billion zlotys). Net assets

sion of services in the sector. The reason is that indi-

of open pension funds accounted for approx. 8.5%

vidual entities provided services with identical func-

156

This rate was signiﬁcantly lower than

tion and in the case of a potential bankruptcy of one

in most OECD countries, where the average ratio

of the OPFs, the law guaranteed a takover of OPF

of GDP.

156 Data

for 2016.
Markets in Focus”, OECD 2016.
158 In the analysed period, there were no acquisitions on the OPF market. However, in the second half of 2017, a rise of the CR5 should
be expected, as a result of the scheduled acquisition of one of funds by another entity.
157 “Pension
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loans.160 In recent years, open pension funds did

management by another company.

not perform repo transactions due to the ban on investment in Treasury securities, which were usually

Investment risk and the structure of assets
Domestic equities prevailed in open pension
funds’ investment portfolio159 , as they accounted
for 79.3% of its value (see Figure4.25).

In in-

dividual funds, this share ranged from 74.7% to
82.3%. OPFs purchased almost exclusively shares
listed on the domestic regulated market. Domes-

used as a collateral for this type of transactions. Prior
to the introduction of restrictions concerning investment in Treasury securities, pension funds were actively participating in the market of repo transactions, in particular, they used to provide lending to
other entities, pledged by the securities received.

tic non-Treasury debt securities represented 7.5%

Figure 4.25. Structure of open pension funds’ investment

of the funds’ portfolio. The scale of individual OPFs

portfolios

exposure to this type of instruments diﬀered consid-

Foreign investments

Bank deposits

erably and ranged from less than 2% to almost 13%

Domestic non-treasury debt securities

Domestic shares

Domestic treasury securities

of the portfolio. The structure of the investment

100%

portfolio stemmed, among others, from the statu-

90%

tory ban on investment in Treasury securities as well

80%

as from the size and speciﬁc nature of the domestic
securities’ market.
In contrast to many European Union countries,
the environment of low interest rates did not pose

70%
60%
50%
40%
30%
20%

risk to the stability of pension funds in Poland.

10%

The reason is that the pension system was not based

0%

on the mechanism of deﬁned beneﬁt. Consequently,
the OPFs did not have pre-determined values of liabilities towards their members. Those liabilities

6-2014 12-2014 6-2015 12-2015 6-2016 12-2016 6-2017

Note: Domestic categories of assets include issues in foreign currency.
Source: UKNF.

only corresponded to net assets of the funds and de-

Banks’ liabilities to open pension funds accounted

pended on the current ﬁnancial results. In a long

for a signiﬁcant part of OPF assets. At the end

term, low interest rates would have an adverse im-

of June 2017, banks’ deposits and debt securities is-

pact on the revenues from investments from the

sued by banks constituted approx. 10% of the OPF

debt part of the investment portfolio. However, due

investment portfolio. Pension funds played an im-

to the limited share of those instruments in OPF as-

portant role in the market of debt securities issued

sets, the impact of low interest rates on the deteri-

by banks, investing in both bank bonds and covered

oration of the sector’s ﬁnancial results would be in-

bonds. One open pension fund held over 30% of cov-

signiﬁcant.

ered bonds held by all funds, which made it a signif-

In accordance with the legal regulations, open pension funds were not allowed to grant direct cash

icant investor in the market of those securities.
The ﬁnancing of the sector of non-ﬁnancial enter-

159 This category also includes shares of foreign issuers listed on the WSE and bonds convertible into shares of companies whose securities

are listed on the WSE.
160 Article 150(3) of the Act of 28 August 1997on the Organisation and Functioning of Pension Funds (uniform text Journal of Laws of 2017,

item 870, as amended.
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prises by the OPFs was limited. The scale of pur-

ceived 1.9 billion zlotys of dividends and interest,

chases of corporate debt securities was insigniﬁcant.

and at the end of June 2017 they kept 11.5 billion

However, the funds could have a signiﬁcant impact

zlotys in bank deposits in domestic currency. Thus,

on prices of equity instruments listed on the WSE.

given the existing liquidity buﬀer, the risk of forced

At the end of June 2017, OPF share in the capitali-

sales and adverse price eﬀects in ﬁnancial markets

sation of companies listed on the WSE amounted to

did not exist.

approx. 10%, whereas their share in trading of equities on the WSE Main List in the ﬁrst half of 2017 –
to approximately 4.2%.

Financing and the structure of liabilities
The risk related to investing assets of open pension funds is borne only by their members. OPFs

Liquidity risk

are funds with deﬁned contribution.

Liquidity risk arising from a rapid withdrawal

they do not guarantee the achievement of the de-

of funds by their members does not exist in the sec-

termined investment target. Pension fund manage-

tor of open pension funds. Unlike participants of in-

ment companies do not bear the risk associated with

vestment funds, OPF members have no possibility

the investment activity of the funds. This risk is fully

to withdraw funds and resign from this form of in-

borne by accounting unit holders.

vestment in case of ﬁnancial market turmoil.161 In

Due to the function played by the OPFs, the house-

order to limit the volatility of the price of account-

hold sector was a source of capital invested in the

ing units or its decline, the funds may only reallo-

funds.

cate resources among categories of assets available to

tions) of mandatory pension insurance contribution

them, however, the investment limits and the struc-

(amounting to 19.52% of the base for the assessment

ture of the domestic ﬁnancial market prevent funds

of contributions) is transferred to OPFs for those in-

from rebuilding the portfolio on a signiﬁcant scale.

sured who declared their voluntary participation in

Due to the obligation to transfer a part of OPF as-

the fund. At the end of June 2017, 16.3 million per-

sets to the Social Insurance Institution under so-

sons were members of the OPFs, including only ap-

called security slider mechanism, the funds are re-

prox. 16% of members who were transfering a part

quired to maintain an adequate share of liquid in-

of the contribution to the fund.

vestments in their assets. In the ﬁrst half of 2017,

Open pension funds did not use leverage.

under the slider mechanism, open pension funds

cording to the legal regulations, the OPFs were

transferred 0.4 billion zlotys more than in the cor-

not allowed to take out loans and credits for an

responding period of the previous year, which fol-

amount exceeding 1.5% of the value of the fund’s

162

lowed the growth in the value of their assets.

assets.163 At the end of 2016, the ratio of pension

At the same time, in the same period, the funds re-

funds’ assets to their net assets amounted to 100.2%,

Therefore,

A part (2.92% of the base for contribu-

Ac-

161 In

accordance with the binding legal regulations, starting from 2016, every four years, in the period from April to July, OPF members
can decide to cease transferring part of their pension contribution to OPF. Then, the full contribution will be transferred to the Social
Insurance Institution. In the same periods, it is possible to decide to start (or recommence) transferring a part of pension contribution
to pension funds.
162 The outﬂow of funds from OPFs due to the security slider, with the value higher than in the previous periods, should be expected
from the fourth quarter of 2017, due to a lower statutory retirement age, to be eﬀective from October. Therefore, the funds may be
forced to sell a part of instruments they hold to maintain their current level of liquidity. The additional supply from OPFs may aﬀect
prices of instruments sold.
163 Article 154(1) of the Acton Organization and Functioning of Open Pension Funds.
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and the funds did not have any liabilities from loans

bers.

The value of the management companies’

and credits. They also could not purchase derivatives

equity capital could be only important in the case

which would serve to create leverage.

of claims of fund members against PFMCs.165
Figure 4.26. The ratio of equity capital of pension fund man-

Financial situation of pension fund management

agement companies to net assets of open pension funds

companies

managed by them
Differential

In the ﬁrst half of 2017, open pension fund management companies posted a slightly lower technical result on funds’ management than in the

Weighted mean

Median

5%

4%

corresponding period of 2016. This occurred despite a signiﬁcant growth of revenues from pension
fund management, which was oﬀset by a signiﬁ-

3%

2%

cant growth of management costs (see Table 4.4).

due to management fees, simultaneously resulting

6-2017

6-2016

12-2016

assets translated into higher revenues of PFMCs

12-2015

agement. The reason is that a higher value of OPF

0%

6-2015

explained by the growing value of assets under man-

1%

12-2014

The rise of both the revenues and the costs should be

Source: UKNF.

in the obligation to make contributions to the Guarantee Fund.164 The technical result was followed
by a slight drop of the net proﬁt of the management companies. The ROE also decreased, with additional contribution of the growth in the PFMC equity value. However, this ratio still remained at a
high level, over two-fold higher than in the banking
sector.
The ratio of equity capital of pension fund management companies to assets of open pension
funds managed by them decreased again (see Figure 4.26). At the end of June 2017, it amounted to
1.3%, on average. A decline in the value of this ratio in the ﬁrst half of 2017 stemmed mainly from
the growth in the value of open pension funds’ assets. However, the level of PFMCs’ equity capital is
not associated with the risk incurred by fund mem164 Article

187 of the Acton Organization and Functioning of Open Pension Funds.
accordance with Article 48(1) of the Act on the Organization and Functioning of Open Pension Funds, the management company
is liable towards fund members for any damages arising from non-performance or improper performance of its obligations related
to fund management and its representation, unless such non-performance or improper performance of those obligations is caused
by circumstances for which the management company is not liable and which it could not have prevented despite best endeavors.

165 In
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Table 4.4. Financial results and proﬁtability of the sector of pension fund management companies
6-2015
(zloty million)

6-2016
(zloty million)

6-2017
(zloty million)

6-2017/6-2016
(%)

459

443

487

10.1

26

26

27

2.9

379

342

408

19.3

23

25

25

-0.8

Revenues from funds’ management:
– contribution fee
– management fee
– payments from reserve account
– overpayment repays from Guarantee Fund

5

27

0

-100.0

Funds’ management costs

218

202

251

24.0

Technical profit on funds’ management

240

241

237

-1.7

Net profit

227

216

212

-1.8

Equity capital

2 489

2 189

2 259

3.2

154 644

138 302

167 485

21.1

Technical profitability on funds’ management (%)

52.4

54.3

48.6

-5.8 pp.

ROE (%)

25.5

19.5

17.2

-2.3 pp.

Average value of OFE’s net assets

Note: Due to the adjustments made, the data may diﬀer from data presented in the previous editions of the Report. The results also take
into account the management of voluntary pension funds. In the ﬁrst half of 2017, revenues of the pension fund management companies
from voluntary pension fund management accounted for 0.6% of their revenues on pension fund management. ROE annualised.
Source: UKNF.

surance companies in the banking sector, the im-

4.4. Cross-sector linkages

portance of banks’ earnings for the ﬁnancial sit-

of non-credit ﬁnancial

uation of non-bank credit institutions increased.

institutions

Banks’ investment in the insurance sector, measured
by the share in their capital and the premium remained unchanged and limited.

Risk for the stability of the sector of non-credit
ﬁnancial institutions may stem from cross-sector
linkages between ﬁnancial institutions, including
capital, funding and credit links. In a situation
of signiﬁcant turmoil in a particular sector, interdependencies may lead to the transfer of shocks to another sector (contagion eﬀect).

For other entities of the NFI sector, intrasector linkages were more important than
those with banks. In the case of the investment
fund management companies, interaction with brokerage houses was the most important as they usually belonged to the same capital groups or were directly linked by ownership. Brokerage houses were

In the ﬁrst half of 2017, the extent and character

the parent institutions of eight investment fund

of cross-sector linkages in the Polish ﬁnancial sys-

management companies. Their share in the equity

tem changed. In June 2017, the largest insurance

capital of this sector amounted to 14.9%. Moreover,

group acquired shares of the second biggest bank,

in several recent quarters, transfer of brokerage ac-

in terms of its assets. This group met the criteria

tivity of certain brokerage houses to investment

166

classifying it as a ﬁnancial conglomerate.

In con-

fund management companies from the same capital

nection with the rise in capital investment of in-

group was observed.167 The transfer consisted in the

166 “Report

on the activities of the Polish Financial Supervision Authority in 2016”, UKNF, Warsaw 2017, p. 77.
dotyczący sytuacji ﬁnansowej domów maklerskich w 2016 r.”[Report concerning the ﬁnancial situation of brokerage houses
in 2016], UKNF, Warsaw 2017, p. 4.

167 “Raport
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acquisition by the management company of assets

bonds of the largest insurance company was taken

managed by brokerage houses within the manage-

up by the investment fund sector. However, this con-

ment service related to the portfolios comprising

cerned the funds where the management company

one or more ﬁnancial instruments.

was not linked with the issuer by capital.

In the case

of the pension fund management companies, all
entities carried out their operations within capital
groups, mainly in the insurance sector(see Figure
4.27).

Investment links between insurance companies
and investment fund management companies remained signiﬁcant for both sectors. Insurance companies invested in investment funds’ shares, both

Figure 4.27. NFI sector assets managed by selected capital

groups as at the end of June 2017

unit-linked assets and other assets for which they incurred investment risk. The value of unit-linked assets invested in shares of domestic investment funds

PZU

Aviva

Getin

NN

Metlife

Axa

Allianz

PKO

Other

increased to 37.1 billion zlotys (see Figure 4.28). This
type of linkages may be of potential importance for

100%
90%

insurance companies and investment fund manage-

80%

ment companies in the case of a signiﬁcant number

70%

of withdrawals of resources from unit-linked insur-

60%
50%

ance funds. Due to the long-term nature of unit-

40%

linked insurance contracts as well as the necessary

30%

costs of funds’ withdrawal to be incurred by policy-

20%

holders, the risk associated with potential ﬁre sale

10%

of assets seems unlikely, however.

0%
ZU

TFI

PTE

Source: UKNF.

Funding and credit linkages of non-bank credit
institutions with the banking sector remained
low. The value of loans granted to this sector was

ments of insurance companies in investment funds’
shares usually concentrated on funds dedicated to
such entities and managed by MCs linked by capital.
Figure 4.28. Structure of unit-linked assets
Foreign investment funds' shares
Domestic investment funds' shares
Unit-linked assets managed by insurance companies

a marginal part of the loan portfolio of banks. Similarly, NFI deposits were not a signiﬁcant source

100%

of funding for banks. In cross-sector linkages, the ex-

90%

posure to the banking sector was more important

80%

for the NFIs than the exposure to the NFI sector

70%

was for banks. The value of banks’ liabilities to non-

Other invest-

60%
50%

credit ﬁnancial institutions remained at a level close

40%

to the end-of-2016-ﬁgure and accounted for about

30%

10% of the NFI sector assets.

20%
10%

In the ﬁrst half of 2017, linkages arising from ﬁ-

0%
12-2016

nancing of the insurance sector provided by en-

6-2017

tities managed by investment fund management

Source: UKNF.

companies. Over a half of the issue of subordinated

Some entities of the insurance sector transferred
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a portion of their assets for management by invest168

ment fund management companies.

eﬁcial both for insurance companies and invest-

Most com-

ment fund management companies. In this way,

monly, an investment fund management company

investment fund management companies increased

was selected from the capital group of the insur-

the value of assets under management whereas in-

ance company. Companies owned by insurance cap-

surance companies did not generate additional per-

ital groups managed over 75% of capital entrusted

sonal costs. Moreover, investing funds of companies

to a management company as part of asset man-

in investment funds’ shares generated tax beneﬁts

agement services. Such form of linkages was ben-

for them.

168 Management

in the form of portfolios comprising one or more ﬁnancial instruments.
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Assessment of systemic risk in the Polish
ﬁnancial system
Poland’s ﬁnancial system functions in a stable man-

to strengthen the resilience of the ﬁnancial system

ner, and the intensity of risks to its stability has de-

in the event of a materialisation of systemic risk,

creased slightly in the period since the publication

and thus support long-term, sustainable economic

of the previous issue of the Report. The main fac-

growth of the country.170 Identiﬁcation of systemic

tor reducing risk is the strengthening of recovery in

risk requires analysis of the situation in the ﬁnancial

the global economy, alongside a lack of signiﬁcant

system in a way comprising not only sectoral analy-

imbalances in the domestic macroﬁnancial sphere.

sis, but also the processes inﬂuencing the whole ﬁ-

Despite the reduction in risk, it remains, however,

nancial system and possible linkages within it. For

at an elevated level, mainly due to uncertainty in the

that reason, the analysis of systemic risk is based on

external environment of the Polish economy, in par-

the concept of intermediate objectives of macropru-

ticular, fears about the rationality of investment risk

dential policy. The Financial Stability Committee

re-pricing in the global markets.

(FSC), bearing in mind the recommendations of the
European Systemic Risk Board171 , as well as taking

Systemic risk is a risk of disruption in the func-

into account the speciﬁcity of the Polish ﬁnancial

tioning of the ﬁnancial system, which if materi-

system, detailed the following intermediate macro-

alised interferes with the functioning of the ﬁnan-

prudential supervision targets172 :

cial system and the national economy as a whole.169
The objective of macroprudential is, in particular,

limiting the risk arising from excessive growth

169 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).
170 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).
171 See Recommendation of The European Systemic Risk Board (ESRB) of 22 December 2011 on the macroprudential mandate of national
authorities (ESRB/2011/3).
172 See
the FSC publication, ”Macroprudential supervision in Poland, institutional and functional framework”,
http://www.nbp.pl/nadzormakroostroznosciowy/publikacje/Ramy_inst-funkc.pdf.
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or the size of indebtedness or leverage,

5.1.

limiting the risk arising from excessive mis-

Possible vulnerabilities in
the ﬁnancial system

match between assets and liabilities, or the risk
of illiquidity in ﬁnancial markets,
limiting the risks arising from excessive con-

Risk arising from excessive growth or the level of in-

centration of exposures to entities or risk fac-

debtedness or leverage

tors and related links between ﬁnancial system
entities,

The credit cycle in Poland is at the turn of the recovery and expansion phase, which means that the

reducing the risk resulting from inadequate in-

threat of excessive credit expansion is low.174 (see

centives inﬂuencing the behaviour of ﬁnancial

Figure 5.1). NBP assesses the current position in the

institutions or their customers,

credit cycle on the basis of three variables – credit

ensuring adequate resilience of the ﬁnancial
infrastructure.

growth rate, value of the credit gap and the debt service ratio .175
Figure 5.1. Position in the credit cycle

The systemic risk assessment comprises identiﬁca-

long-run cyclical component of credit to GDP

tion of potential weaknesses in areas corresponding

long-run cyclical component of credit growth

as well as the assessment of the resilience of the analysed ﬁnancial institutions to the materialisation of
risks. In addition, the systemic risk assessment discusses the possible sources of shocks which may lead
to the materialisation of the risk. The analysis includes areas related to the ﬁrst four out of ﬁve intermediate objectives. In the area of the ﬁh intermediate objective, i.e. – resilience of the ﬁnancial infrastructure – NBP examines the functioning of payment systems together with securities clearing and
settlement systems. The results of these analyses are
presented in a separate publication – ”Assessment of
the functioning of the Polish payment system”.173

long-run cyclical component of Debt Service Ratio
14%
12%
10%
8%
6%
4%
2%
0%
-2%
-4%
-6%
-8%
-10%
-12%
-14%

1996
1997
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2002
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2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

with intermediate macroprudential policy targets,

Notes: Last observation 2017 Q2. Cyclical component of all series
obtained by using the Christiano-Fitzgerald ﬁlter for a deviation
band from 8 to 30 years.
Source: NBP calculations based on NBP, BIS and GUS data.

The credit gap176 remains negative, which also implies that there is no threat associated with excessive credit growth. Both the total debt of the private non-ﬁnancial sector to GDP (the so-called broad
credit measure, which amounted to 84.5% of GDP in

173 See

”Ocena funkcjonowania polskiego systemu płatniczego w I półroczu 2017 r.” (Assessment of the functioning of the Polish payments system in the 1st half of 2017), www.nbp.pl.
174 The threat would be high primarily if a country had been in the phase of expansion for a long time.
175 The Debt Service Ratio (DSR) is deﬁned as the sum of interest and amortization to income in the private non-ﬁnancial sector – it is
therefore the measure of debt burden on income.
176 The credit gap is a deviation of the private non-ﬁnancial debt to GDP ratio from the long-term trend.
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the second quarter of 2017), and the debt towards

ﬁnancial sector remains close to the nominal GDP

banks and domestic credit unions (the so-called nar-

growth. At the same time, a certain tightening of

row credit measure, which amounted to 54.2% of

lending policy by banks was observed in all credit

GDP in the second quarter of 2017) were growing

segments. The quality of loans to households did not

at a pace close to or slower than the long-run trend

change signiﬁcantly, while the quality of loans to en-

(see Figure 5.2).

terprises improved. The ratio of loan losses to the
value of the portfolio is stable. The quality of the

Figure 5.2. The private non-ﬁnancial sector debt to GDP

ratio and the long-run trend

loan portfolio in large cooperative banks, which is
worse than in other cooperative banks and commer-

80%

80%

70%

70%

of debt securities in ﬁnancing the enterprise sec-

60%

60%

tor stabilised. The value of outstanding corporate

50%

50%

bonds currently amounts to about 22% of banks’ do-

40%

40%

30%

30%

20%

20%

institutions, only investment funds are signiﬁcant

10%

10%

buyers of these instruments. The share of other non-

0%

0%

credit ﬁnancial institutions in the ﬁnancing of the

1995
1996
1997
1997
1998
1999
2000
2001
2002
2002
2003
2004
2005
2006
2007
2007
2008
2009
2010
2011
2012
2012
2013
2014
2015
2016
2017

90%

Credit (broad measure) to private non-financial sector to GDP
Long-run trend (broad measure)
Credit (narrow measure) to private non-financial sector to GDP
Long-run trend (narrow measure)
90%

Notes: Last observation in 2017 Q2
Source: NBP calculations based on NBP, BIS and GUS data.

cial banks, is a vulnerability. However, the share of
these banks in the whole banking sector is small.
Aer several years of growth, in 2016-2017 the role

mestic corporate loans. Among non-credit ﬁnancial

real economy is low. Therefore, the sector of noncredit ﬁnancial institutions does not generate imbalances.

Early warning models also indicate that in the hori-

The role of credit unions in the ﬁnancing of the

zon of 1 year to 4 years the threat of a banking cri-

economy is also small (less than 1% of loans granted

sis associated with excessive credit growth remains

to households). The capital situation of a signiﬁcant

low. The average (model quality-weighted) likeli-

portion of this sector reduces the scope for growth

hood does not exceed 13% and 4% respectively for

of lending.

models that include domestic and global variables
and for models based on domestic variables only.177
The historical analysis of the results of the models
implies that the risk should be assessed as signiﬁcant
when the likelihood exceeds 25% (see Figure 5.3).

The current trends in the indebtedness of the nonﬁnancial sector are not accompanied by the accumulation of imbalances in asset markets, although
the residential real estate market is less stable than
in the past. Most of the ﬁnancing of the real es-

The banking sector remains the dominant source

tate sector provided by the domestic ﬁnancial sector

of ﬁnancing for the real economy. Bank lending is

ﬂows to the residential real estate market. This mar-

growing at a rate that does not generate macroe-

ket is characterised by growing demand and a corre-

conomic imbalances, nor creates barriers to eco-

sponding increase in supply, which remain close to

nomic growth. The growth rate of loans to the non-

equilibrium. The increase in demand is partly due to

177 Details

of the applied approach are presented in the NBP study „Antycykliczny bufor kapitałowy i modele wczesnego ostrzegania
przed kryzysami bankowymi. Zastosowanie dla Polski’’, (The countercyclical capital buﬀer and early warning models prior to the
banking crisis. Polish application), http://www.nbp.pl/nadzormakroostroznosciowy/publikacje/2016.05_ewi_i_ccb_ksf_stronanbp.pdf.
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Interval for 10-90 percentile
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Figure 5.3. Probability of a banking crisis in Poland

Notes: Last observation 2017 Q2. The ﬁgure shows the average (weighted by signal quality) value of probability obtained on the basis
of 215 models including domestic and global variables (right-hand panel) and 156 models including only domestic variables (le-hand
panel) as well as the cut-oﬀ threshold, which when exceeded, signals the threat of a banking crisis (it has been assumed, following ESRB
studies, that the cost of the absence of a signal warning against a crisis is 3 times higher than the cost of a wrong signal about a crisis
if no crisis occurs). The green shaded areas denote the range of values of probability (not weighted by signal quality) for all models
excluding the models which show the lowest and highest probability of a banking crisis in Poland in every period. The average value
of probability (the black line) weighted by the quality of signals of the models sometimes runs below the line of 30th percentile of
probabilities (right-hand panel), because better models have indicated a lower probability of a crisis in these periods and above the line
of the 60th percentile of probabilities (le-hand panel), because models with better quality of signals have indicated a higher probability
of crisis in these periods
Source: NBP calculations based on BIS, Eurostat and NBP data.

the investment demand (purchase for rental) stimu-

sector is limited and did not change signiﬁcantly in

lated by low interest rates. Due to high activity in

the period under analysis.

the market and the declining ratio of housing stock
available for sale to market turnover, the probability
of an emergence of imbalances as a result of supply
or demand shocks is increasing. In this context, po-

Risk arising from excessive mismatch between assets
and liabilities, or the risk of illiquidity in markets

tential barriers to further growth in housing produc-

This risk relates mainly to credit and deposit in-

tion in the future are signiﬁcant. In an environment

stitutions (banks and credit unions), which results

of low interest rates, an increase in prices could be a

from the nature of their activities (ﬁnancing illiq-

trigger for growth of speculative investment. On the

uid assets with deposits, partially available on cus-

other hand, the imbalance arising from the growing

tomer’s request). To reduce the risk of a sudden out-

oversupply is observed on the commercial real estate

ﬂow of deposits, these categories of institutions are

market, especially in the oﬃce segment. However,

covered by the regulatory liquidity requirements, as

ﬁnancing of this segment by the domestic ﬁnancial

well as Bank Guarantee Fund guarantees.
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The structure of ﬁnancing of the Polish banking

Deposits with interest rates set by the decision of the

sector can be assessed as stable. The main source

banks are a signiﬁcant part of their liabilities. This

of funding for domestic banks are deposits from the

enables the banks to compensate for changes in mar-

non-ﬁnancial sector. Although their growth rate was

ket interest rates that adversely aﬀect net interest in-

contained in the ﬁrst half of 2017, it is still positive.

come. However, this possibility is at the same time

The value of deposits of the non-ﬁnancial and gov-

to a large extent limited by the low interest rates178

ernment sector is only slightly lower than the value

and competition between banks.

of loans for these sectors. At the same time, the
share of liabilities owed to ﬁnancial institutions, including foreign entities, falls.

The signiﬁcant buﬀer of liquid assets has a positive
inﬂuence on the liquidity situation of the credit
union sector, but the liquidity position could be

The short-term liquidity risk in banks is low. This

highly sensitive to the diﬃcult ﬁnancial and cap-

is indicated both by levels of regulatory liquidity ra-

ital situation of the sector. The share of liquid as-

tios, and the level of liquid assets in banks. The

sets in total assets decreased slightly, but remained

buﬀer of liquid assets is greater than the EU aver-

relatively high, and all the credit unions met the su-

age, and its structure is of high quality, i.e. it consists

pervisory liquidity requirements. The ratio of loans

mainly of NBP bills and government bonds. How-

extended by credit unions to deposits does not ex-

ever, it should be highlighted that the materialisa-

ceed 60%.

tion of liquidity risk may occur irrespective of the

In the case of the majority of non-credit ﬁnan-

bank in question holding signiﬁcant buﬀers of liq-

cial institutions, due to their business model, the

uid assets, if it is triggered by the bank’s ﬁnancial or

liquidity mismatch between assets and liabilities

capital situation.

plays a minor role. This is due to the following fac-

Market risk for Polish banks results mainly from
the mismatch of the balance sheet structure in
terms of currency and interest rates within the
banking book. This mismatch is oﬀset with hedging transactions. The signiﬁcant on-balance sheet
currency mismatch in the banking sector is hedged
using derivatives transactions. Therefore, the banks
are not exposed to exchange rate risk, but the use

tors:
the maturity structure of the balance sheet –
in the insurance sector, due to the longer maturity of technical insurance provisions compared to assets and the inverted production
cycle (payment of insurance premium in advance),

of derivative instruments is associated with banks’

the nature of oﬀered products – in the case of

sensitivity to market conditions, in particular, to the

closed-end investment funds the withdrawal of

availability and prices of hedging transactions. Most

funds is possible only in certain periods,

banks in Poland, both commercial and cooperative
ones, are characterised by a positive interest rate

legislative solutions – in the case of open pen-

gap, which means that a decline in interest rates

sion funds there is no possibility of withdrawal

causes ceteris paribus a reduction in banks’ earnings,

of funds by a participant prior to obtaining

and the growth in interest rates – an improvement.

pension rights.

178 Liabilities

with an interest rate managed by the bank are mainly checking and savings accounts, whose interest rate is currently close

to zero.
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In the insurance sector, the liquidity risk plays

example of the concentration of banks’ exposures

a certain role only in the case of unit-linked in-

to risk factors, is a sensitive area of a large part of

surance products.

the banking sector. This portfolio may generate risk

However, the long-term na-

ture of these policies limits the possibility to with-

in several areas:

draw funds. Moreover, in the portfolios of unitlinked insurance products, liquid deposits domi-

credit risk, whose additional factor – compared

nated, whereas in the case of funds invested in in-

to other portfolios – is the sensitivity of bor-

vestment funds’ units, insurance companies reduced

rowers to changes in the exchange rate,

the liquidity risk via contractual provisions, which
make the payment of funds to clients of unit-linked
insurance products dependent on the possibility of
receiving funds from redeemed participation units.
In the case of open-ended investment funds, liquidity risk plays a certain role. In the ﬁrst half of 2017,
the share of liquid assets in investments of the ma-

risk of non-rollover of hedging for the currency
position (so far, even in a period of strong market turbulence, the risk has not materialised),
liquidity risk related to exchange rate changes,
associated with the need to roll-over hedging
currency positions,

jority of fund categories decreased. With a statutory

legal risk associated with litigation between

obligation of an immediate repayment of the value

banks and borrowers and possible legislative

of redeemed participation units by the fund, despite

measures interfering in loan agreements.

the direct link between the liabilities of funds towards the participants with the value of assets, the

Due to the existing buﬀers in the banking sector

funds may be exposed to liquidity risk in the ab-

(capital) and households (income buﬀers), foreign

sence of the possibility to liquidate their assets, for

currency loans do not pose a systemic risk, even

example, in the case of turbulences in ﬁnancial mar-

when large shocks are assumed. The persistently

kets. Among open-ended funds, debt funds had as-

strong Swiss franc (despite a fall in the last half-year)

sets characterized by the lowest liquidity.

compared to the exchange rate at the time that the

In the analysed period, ﬁnancial markets func-

majority of loans denominated in Swiss francs were

tioned without disturbances. The functioning of

contracted has not caused a signiﬁcant deterioration

the domestic money market was stable. Despite a

in this portfolio. The percentage of impaired loans

certain decline, the liquidity of the secondary mar-

in the portfolio of FX housing loans is higher than for

ket of government bonds, remained at a relatively

zloty-denominated loans; however, it mainly results

high level. The persistent low liquidity of the OIS

from the fact that the foreign currency portfolio is

market is a negative development, due to the role of

older and at the same time its value is falling. The

OIS rates as an approximation of risk-free rates and

good repayment performance of the portfolio of FX

their role in the valuation of ﬁnancial instruments.

loans, despite signiﬁcant foreign exchange shocks,
conﬁrms the suﬃcient level of income buﬀers allow-

Risks arising from excessive concentration of exposures to entities or risk factors and related links between ﬁnancial system entities
The portfolio of foreign currency loans, which is an
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of LtV, which characterize a signiﬁcant share of FX

Capital links between institutions of the non-

loans, would be a factor increasing credit risk costs.

credit ﬁnancial institution sector were relatively

The concentration of banks’ credit exposures –
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 improved. Simulations performed for the purpose of this Report show that most banks have capital that allows them to absorb the impact of potential bankruptcies of the largest borrowers, although
there is a group of cooperative banks which are par-

stronger. These linkages, apart from the relatively
small inﬂuence of the ﬁnancial situation of investment fund management companies on revenues of
insurance companies, may also potentially generate
common brand risk.179 The ﬁnalisation in June 2017
of the Pekao SA bank purchase by PZU and the Polish Development Fund resulted in a signiﬁcant increase in capital links between the insurance sector
and the banking sector. However, this need not lead
to an increase in risk.180

ticularly vulnerable to that risk.

The deposit guarantee and resolution system is an

Contractual ﬁnancial linkages between institu-

important indirect channel of linkages between

tions are currently not a major source of risk, al-

banks, as well as between banking sector and

though the role of these links may grow. Inter-

credit unions. The source of ﬁnancing of potential

linkages between commercial banks through the in-

payments of deposits and restructuring of problem

terbank deposit market were small, as evidenced by

banks and credit unions are mostly banks continu-

the absence of the domino eﬀect even in the shock

ing to operate. In this context, an ongoing restruc-

scenario of the stress tests. Links between non-credit

turing of the credit union sector and the sensitivity

ﬁnancial institutions and banks remained limited.

of some large cooperative banks to shocks increases

On the other hand, deposit links between associating banks and cooperative banks are signiﬁcant.
They result from the role of associating banks in the
monetary settlements of cooperative banks and the
depositing of a portion of cooperative banks’ cash
surpluses in associating banks. In connection with
the key role of associating banks in institutional pro-

the systemic importance of those linkages. Potential payouts of guaranteed deposits will, in the ﬁrst
instance, aﬀect the funds accumulated ex ante by the
BFG .181 The necessity of rebuilding resources of the
BFG would result in raising contributions of credit
institutions which, in turn, ceteris paribus, would affect their earnings and capacity to increase capital.

tection schemes (IPS), this determines the signiﬁ-

Another indirect channel of intersectoral connec-

cance of the ﬁnancial and capital situation of the as-

tions may be reputation risk for banks related to

sociating banks for the stability of the cooperative

the distribution of investment products and act-

banking sector, and justiﬁes the systemic relevance

ing as depositories. In the case of signiﬁcant losses

of associating banks.

incurred by investors, the negative reputational ef-

179 The

common brand risk means a situation when clients’ conﬁdence in entities that share a brand is damaged under the impact of a
situation related to one of those entities, e.g. negative investment results reached by investment funds lead to disruption of clients’
conﬁdence in the bank using the same brand as the investment fund management company.
180 See Box 7 in ”Financial Stability Report. February 2016”, NBP.
181 This model of payments was introduced by 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). Compared to the previous model (ﬁnancial payments in the ﬁrst instance
from the Guaranteed Deposit Protection Fund), the present model provides the possibility to spread out in time the impact of payments of guaranteed deposits on the ﬁnancial situation of the entities covered by the guarantee system. The rebuilding of the ﬁnancial
potential of the BFG would take place via the payment of higher contributions by the entities covered by the guarantee system.
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fects may aﬀect not only the entities that created

on banks identiﬁed as domestic (i.e. “other”) system-

the product (e.g. managed an investment fund that

ically important institutions contributes to strength-

brought losses to investors), but also entities that dis-

ening the resilience of the ﬁnancial system to disrup-

tributed the product. Banks acting as depositories

tions and may reduce the risk associated with the

may, in turn, be exposed to reputation risk when

concentration of the banking market.

they have such a role in relation to funds being under suspicion of unreliable management or defective
valuation of assets.

In other sectors, a high and growing level of concentration – mainly due to the end of activity of
some credit unions – occurs among credit unions.
In the context of the diﬃcult capital position of the

Risk resulting from inadequate incentives inﬂuencing

sector, this increases the risks associated with its

the behaviour of ﬁnancial institutions or their cus-

functioning.

tomers

The insurance sector and pension sector are char-

The existence of “too big to fail ” (TBTF) institu-

acterised by relatively high concentration. As a re-

tions resulting from the high concentration of en-

sult of the good capital position of the largest insur-

tities in the sector can lead to systemic risk. Such

ance companies and institutional arrangements in

institutions can take excessive risks by making use

the pension sector, it does not generate signiﬁcant

of their market position and expectations of getting

risk.

support from the authorities. Therefore, ﬁnancial
supervision authorities may, in the case of banks,
impose more stringent requirements on banks with
such characteristics. At the global level, similar requirements also apply to the insurance sector.

The risk of moral hazard may also relate to the behaviour of customers of ﬁnancial institutions. In
this context, possible measures to reduce the portfolio of foreign currency loans should take into account threats associated with moral hazard. Those

Compared to the European average, the Polish

threats stem from potential incentives for borrowers

banking sector is characterised by low concentra-

to use risky products in the future, as it would raise

tion. This situation, however, may change due to the

expectations of a similar intervention by the author-

ongoing mergers and acquisitions. They result both

ities.

from the actions of some strategic investors in Polish
banks, as well as the development of the country’s
largest insurance group’s investment in the banking

5.2.

Risk triggers

sector. The decline in banking sector proﬁtability
may strengthen the upward trend of concentration,
which stems from higher proﬁtability of large institutions.

The risk triggers analysed in the Report refer to two
main areas. The ﬁrst area is related to macroeconomic trends in the environment of the Polish econ-

The buﬀers imposed on the so-called other sys-

omy and their impact on the macroeconomic situa-

temically important institutions allow for an in-

tion of Poland. This situation, in turn, materially af-

creased ability to absorb the eﬀects of the material-

fects the quality of loans which constitute the most

isation of risk by institutions with the highest mar-

signiﬁcant exposure of the banks to risk, although

ket share. The additional capital requirements im-

the loan portfolio as a whole does not represent a

posed by the Polish Financial Supervision Authority

vulnerability of the ﬁnancial system. A worsening of

130

Narodowy Bank Polski

Assessment of systemic risk in the Polish ﬁnancial system

the macroeconomic situation may also foster inten-

be greater volatility of international capital ﬂows

siﬁcation of problems in the credit union sector as

and a fall in the prices of assets considered to be too

well as in some cooperative banks. The second area

risky. Increased bond yields of the major developed

refers to factors signiﬁcantly aﬀecting the risk asso-

economies and increased risk aversion could result

ciated with the portfolio of foreign currency loans,

in an outﬂow of capital from emerging economies,

identiﬁed as a sensitive area of banks’ balance sheets.

causing the emergence of imbalances and a depreci-

Factors associated with the macroeconomic situation

ation of exchange rates against the US dollar, euro
and Swiss franc. A consequence of this could be an

The persisting signiﬁcant uncertainty in the eco-

increase in debt servicing costs, particularly in the

nomic environment of Poland indicates that signif-

case of loans denominated in foreign currencies.

icant negative shocks may occur, which may slow
down economic growth in Poland. This happens

The structural problems of some economies – such

despite the improvement of the current economic

as the high level of debt and the weaknesses

growth and the economic outlook in the majority of

of certain banking systems – increase the poten-

the largest economies.

tial of the correction aﬀecting the real economy.

The valuation of many instruments in global ﬁnancial markets indicate the possibility of a significant underestimation of risk by investors, which
could result in a signiﬁcant correction of valuations and increase in their volatility. Greater optimism in ﬁnancial markets, caused by, among others, low interest rates and economic recovery of the
major economies, translated into higher prices of ﬁnancial assets (shares and corporate bonds) along
with persistently high prices of government bonds,
which in some economies could signiﬁcantly deviate from fundamentally justiﬁed values. At the same
time, the low current and expected volatility of market prices, reﬂected in the historically low level of
the VIX index, implies that investors do not expect
the shi in the trends. In the past, periods of low
volatility of market indicators preceded market corrections. In the context of the persisting economic
and geopolitical uncertainty, risk associated with the
underestimation of risk in asset markets should be
recognised as high. Factors which could trigger a
market correction are, among others, changes in the
monetary policy of the major economies and euro
and geopolitical factors.
The eﬀect of a correction of risk assessment could
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An intensiﬁcation of the current problems may reduce enterprises’ propensity to invest, which in turn
will weaken, both, short- (decline in demand) and
long-term (lower capital accumulation) economic
growth. Additionally, despite some symptoms of recovery, persisting imbalances in the largest emerging markets, especially in China (in the real estate
and ﬁnancial sectors) constitute a signiﬁcant source
of risk.
Enhanced uncertainty in the global economy is of
major importance for the stability of the domestic ﬁnancial system as it inﬂuences the macroeconomic situation in the environment of the Polish
economy, especially in countries that are Poland’s
major trading partners.

The situation in those

countries aﬀects the dynamics of the Polish economy, and this, in turn, exerts an impact on the situation of domestic borrowers. The growth forecasts
published for developed countries, including the
euro area, point in the coming years to a strengthened economic recovery; however, concerns about
the sustainability of this tendency still exist. Furthermore, the impact of the potential economic slowdown in emerging economies would be observed in
Poland mainly due to its inﬂuence on the situation
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of Poland’s main trading partners. Such a scenario

if it were to be permanent -– could adversely aﬀect

would also weaken the pace of economic growth in

the quality of the foreign currency loan portfolio.

Poland.

Ample income buﬀers of borrowers and banks’ capi-

An increase in risk aversion and increased volatility

tal buﬀers limit the scale of threats in this area. A po-

in ﬁnancial markets could be an additional chan-

tential rise in volatility on the foreign currency mar-

nel. This scenario could have a negative impact on

ket could also have a negative impact on the avail-

prices of Treasury securities (which represent about

ability and cost of banks’ hedging against FX risk, as

15.5% of bank assets) as well as on the quality of the

well as contribute to the materialisation of liquid-

loan portfolio - due to the prevailing share of ﬂoating

ity shocks associated with the necessity to renew the

interest rate loans – particularly if a potential rise in

hedges.

market interest rates stemmed from external shocks.

The implementation of the recommendations of

Growth in market interest rates in Poland, even if

the Financial Stability Committee (FSC) regarding

expected and in line with trends in the real econ-

restructuring of the FX housing loan portfolio will

omy, may have a certain impact on the quality of

cause a fall in the likelihood of the materialisa-

the loan portfolio. A rise in interest rates may lead

tion of risk associated with unfavourable (from the

to the materialisation of the risk related to the por-

point of view of ﬁnancial stability) legislative solu-

tion of zloty housing loans which were granted to

tions to the issue of foreign currency loans. The

borrowers with inadequate income buﬀers. How-

voluntary restructuring called for in the recommen-

ever, the eﬀects of the rise in interest rates on debt

dations allows for a reduction of risk to the ﬁnancial

servicing costs would be mitigated by the growth in

system, and also allows for an elaboration of individ-

borrowers’ income, therefore, the assessment of net

ual solutions, matching the situation and ﬁnancial

eﬀects is hindered. Moreover, a rise in interest rates

possibilities of individual borrowers. Thanks to this

on the scale expected by market participants would

measure, the funds earmarked for loan restructuring

have a relatively small impact on the level of loan

can be used in an eﬀective way.

instalments. The tightening of lending policy by the

Other factors

banks in 2016 and 2017, declared in NBP surveys,
could be an additional factor mitigating the risk in
this area.

Besides the risks discussed above, there are also
other factors, which although they are not strictly
associated with the business or ﬁnancial cycle, or

Factors associated with the portfolio of foreign cur-

the structure of the ﬁnancial sector, may have sys-

rency loans

temic implications. These factors primarily include

The normalisation of monetary policy in the euro

operational risk, in particular, legal and technologi-

area and the United States, combined with strong

cal risk. Legal risk is associated with the possibility

growth of global risk aversion, could lead to an in-

of incurring large losses or costs arising from admin-

crease in risk associated with the portfolio of for-

istrative procedures or court litigations. In this con-

eign currency loans. In such a scenario, capital out-

text, the interaction between public policy actions

ﬂow to countries regarded as safe would probably oc-

aimed at consumer protection and those aimed at

cur, which could translate into appreciation of the

maintaining the stability of the ﬁnancial system, be-

euro and the Swiss franc against the zloty, which, –-

comes important.182 Within technological risk, the

182 See
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risk related to the operation of ICT systems, in par-

reputation of the ﬁnancial institutions aﬀected, and

ticular, their exposure to failures and cyber-attacks,

in extreme cases, on their capacity to provide ser-

seems especially important. The potential materi-

vices and, in a broader context, on the level of conﬁ-

alisation of such risks may have substantial implica-

dence in ﬁnancial institutions.

tions for ﬁnancial stability through the impact on the
Box 7. Loans with a ﬁxed interest rate
The EU mortgage credit market is highly discrepant, in terms of the formula employed to determine the interest
rate (see Figure 1). ECB data on housing loans granted from 2011 to June 20171 indicate that there are both
countries where variable interest loans prevail (e.g. Bulgaria and Finland – 96%) and countries where loans with a
ﬁxed interest rate set for over 10 years dominate (e.g. France – 78%, Belgium – 68%). In the euro area, loans with a
ﬁxed interest rate for over 10 years are most popular (39%), and a variable interest rate of up to 1 year is the second
most popular solution (27%). 22% of all loans carry an interest rate set for a period from 5 to 10 years, and 13% from 1 year to 5 years.
Variable interest rate loans to households prevail on Poland’s mortgage credit market. According to ECB data,
nearly 100% of housing loans extended in Poland in the years 2011-2017 are variable interest rate loans (the period
for which the interest rate is ﬁxed is less than 1 year). The most likely reason why variable interest rate loans
prevail on the Polish market is the experience of the disinﬂation period, the habits of both lenders and borrowers
and the structure of the sources of funding of banks. The long period of declining rates between 1991 and 2004
strengthened expectations of a fall in interest rates. In the period when housing loans began to develop as a mass
product (around 2004) these expectations were still relatively strong, which in the customers’ minds made taking
out long-term loans with a ﬁxed interest rate unproﬁtable. In turn, the variable interest rates of the majority of
banks’ liabilities and the high cost of hedging against interest rate risk limited the willingness of banks to grant
such loans. Loans with a ﬁxed interest rate exist in the Polish market, but they are characterised by a relatively
short maturity. The segments of the market in which ﬁxed interest rates are most common are consumer loans to
households2 and loans to enterprises. Due to calls appearing in the public debate for promoting ﬁxed-rate housing
loans and the dominant role of mortgage loans in the portfolio of long-term loans to households (which are the
most exposed to interest rate risk) the further part of this box will focus on the mortgage loan segment.
Figure 1. Structure of housing loans granted from 2011 to June 2017 according to the period of ﬁxing of interest
rate on the loan

Source: ECB.
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Record low interest rates, combined with expectations of their increase in the horizon of several years, are
currently boosting interest in ﬁxed-rate loans. Currently, interest rates are at their lowest level in history, and
market expectations indicate the possibility of an increase in interest rates in the future, thus there is growing
interest in ﬁxed-rate loans. An additional factor generating demand for ﬁxed-rate loans could be risk aversion of
households and their tendency to smooth out consumption over time, which is grounded in economic theory.
In practice, the term ”ﬁxed interest rate loans” deﬁnes loans that guarantee a ﬁxed interest rate, not for the
whole period of the loan, but only for a certain period. In Europe there are virtually no loan contracts that would
guarantee borrowers a ﬁxed interest rate for the whole period of the loan (which is a standard in the US market
for clients with high creditworthiness).
This is why the possible development of ﬁxed interest rate loans in Polish conditions would most likely be
limited to such loans for which the interest rate is ﬁxed for a period of several years. Possible solutions regarding
the mechanism of setting the interest rate aer the initial ﬁxation period include the transition to variable interest
rates (set as one of the WIBOR rates increased by the spread agreed in advance in the contract). Such a solution
is oﬀered by certain banks active in Poland. Another solution could be to set a new ﬁxed interest rate for the next
period of several years (e.g. in the form of interest rate swap (IRS) rate for the given period increased by the spread
agreed in the contract). From the point of view of both consumer protection and minimizing legal risk for banks,
the key is a clear, unequivocal and transparent expression of the interest rate formula in the loan contract.
A key factor limiting the length of the period in which the interest rate on the loan remains ﬁxed is the possibility
of hedging the interest rate by the bank. When the bank is ﬁnanced by variable interest rate liabilities (e.g. clients’
deposits), the possibility of hedging this risk depends on the maturities for which the IRS market is liquid. Currently,
the liquidity of the IRS market in the zloty is suﬃcient for maturities up to 5 years, but it falls signiﬁcantly above 5
years.3 The bank can also reﬁnance the portfolio of ﬁxed interest rate loans by issuing debt securities with a ﬁxed
coupon (e.g. aer transferring the portfolio to a mortgage bank, by issuing covered bonds). Currently, this form of
ﬁnancing is of small signiﬁcance for the majority of banks operating in Poland. 4 At the end of 2016, 59.2% of all
bank debt securities were characterised by a period of maturity up to 5 years inclusively, 33.9% from 5 to 10 years,
and barely 6.9% above 10 years.5
The design of loans with interest rates ﬁxed for a period of several years, which is shorter than the loan repayment period, not so much protects the client against interest rate changes, as postpones the eﬀects of these
changes. Aer the period of ﬁxed interest rates ends, the loan rate will be adjusted to the current level of interest
rates. If from the moment of the previous change in interest rate there was a signiﬁcant increase in market interest
rates (e.g. as a result of cyclical tightening of monetary policy), the adjustment of interest rate would be associated
with a signiﬁcant increase in the loan instalment. In the case of loans with a variable interest rate granted at the
same time, changes in the level of instalments would take place earlier, but their more gradual character would
make it easier for the borrowers to adjust their income and expenses to changes in the cost of servicing the loan.
Figure 2 illustrates an example of the course of interest rates on loans with a variable rate (3M) and a rate ﬁxed for
a 5-year period (5Y).
Due to the risk of a sudden increase in the level of instalments when the formula assuming a ﬁxed interest rate
during the ﬁrst years of the agreement is used, it is crucial to fully inform the borrowers about the characteristics
of such a product. Clients who will not fully understand the consequences of the interest rate risk aer the end
of the initial period of the agreement could feel cheated by the bank and demand compensation in this respect.
What is more, even if it concerns a small group of clients, there is a risk of opportunistic behaviour also among
people who understood the risk. Similar behaviour can be observed in the case of people who took out loans in
foreign currency. Properly informing and educating customers about the risk of interest rate changes is not only
aimed at limiting potential losses due to credit risk, but also protecting the reputation of banks and authorities of
the ﬁnancial safety net.
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Figure 2. Stylized course of interest rates on variable- and ﬁxed-rate loans
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The interest rate on a loan with a rate ﬁxed for a period of several years would be higher than on a loan with a
variable rate. As a rule, in a stable economy, the yield curve is positively sloped –the longer is the period for which
investors’ lend funds, the higher yield they expect.6 In October 2017, the diﬀerence between the WIBOR 3M rate
and the IRS 5Y rate was around 70 basis points. This means that with the same credit risk spread, the interest rate
for a mortgage loan with a rate ﬁxed for a 5-year period would be higher – by this amount – than for a loan of the
same value with a variable rate. Due to the long maturity of housing loans and uncertainty about the development
of the ﬁnancial cycle in such a period, it is diﬃcult ex ante to indicate which loan – with a ﬁxed interest rate or a
variable rate – would entail lower total servicing costs for the client.
Variable interest rate loans enhance the eﬀectiveness of the monetary transmission mechanism. In the case of
this type of loan, changes in market interest rates (and central bank interest rates) rapidly translate into changes
in the level of instalments – with interest rate hikes the level of the instalment quickly rises, and with decreases it
quickly falls. Strong, direct transmission into household budgets supports the eﬀectiveness of monetary policy by
impacting on the value of consumer spending in the national economy.
In the opinion of NBP, there is no justiﬁcation to create special incentives for banks to grant loans with a ﬁxed
interest rate in the initial period of the contract, and the development of oﬀers in this area should be le to the
market. Due to the potentially higher cost of loans based on a ﬁxed interest rate, diﬃculties on the part of the banks
with hedging the interest rate risk for long periods, weakening of the monetary policy transmission mechanism
and reputational risk associated with the possibility of a sudden increase in instalments, NBP believes that there is
no justiﬁcation for the intervention of the state in the functioning of the market mechanism.
However, the role of state authorities could be to develop standards of granting loans, both variable interest rate
loans and loans with a ﬁxed rate in the initial period of the contract, stressing that clear information must be
given to the client by the bank. In this respect, an important role is played by the provisions of the Act on Mortgage
Loans and Supervision of Mortgage Brokers, deﬁning the information obligations of the lender and entities operating
in his name with regard to a potential borrower. An additional role may be played by the recommendations of the
KNF, deﬁning, among others, good standards of management of risk associated with ﬁxed interest rate loans and
explaining to clients the interest rate risk and its consequences for the costs of servicing the debt.
Both in the case of loans based on variable rates and loans guaranteeing a period of ﬁxed rates, it is very impor-
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tant that the borrower has appropriate income buﬀers. Since January 2015, Narodowy Bank Polski has recommended in the Financial Stability Reports that commercial banks should take into account in their lending policy
the possibility of an increase in interest rates in the future, in particular, by ensuring that clients who take out longterm loans have at their disposal appropriate income buﬀers in the case of a signiﬁcant increase in debt servicing
costs.

1

ECB data for this period are available for all 28 EU member states.
According to ECB data, approx. 30% of the loans granted in the period from 2011 to mid-2017 had an interest rate ﬁxed for a
period of 1 year to 5 years
3 In 2016, 84.3% of IRS transactions denominated in zlotys had a maturity of up to 5 years.
4 In 2016, the share of long-term bank debt securities in the liabilities of the sector and issuing banks stood at 1.6% and 3.8%,
respectively. See “Financial System in Poland 2016 ”, Chapter 5.2.2.3.1.
5 See: “Financial System in Poland 2016 ”, Table 5.2.7.
6 An exception is situations where there are expectations of a steep fall in interest rates in the future, which in Poland was the
case during the period of disinﬂation.
2

5.3.

Resilience of the banking
sector to shocks

borrowers at each bank.183 The simulations cover
only balance sheet exposures and do not assume
the realisation of collateral. It was also established
that all loans will be a subject to 100% impairment

Structure of the Polish ﬁnancial system implies

and that costs resulting from the recognition of im-

that adequate resilience of banks to shocks is a pre-

pairment provisions reduce in the ﬁrst place bank’s

requisite for maintaining stability of the ﬁnancial

current proﬁt not recognized as a regulatory capi-

system. In order to assess this resilience, NBP runs

tal, and subsequently bank’s Common Equity Tier 1

simulations of eﬀects resulting from given shocks

capital. The simulation did not take into account

and stress tests. Neither the result of the reference

exposures to domestic subsidiaries and aﬃliates.

scenario simulation nor any other simulations pre-

The calculation of changes in the capital require-

sented in this chapter can be regarded as a forecast

ment incorporates the average credit risk weights for

of the situation in the banking sector.

non-ﬁnancial sector exposures in a particular bank.
These are static simulations, based on data reported

5.3.1. Single-factor simulations
of materialisation of the credit
exposure concentration risk

by each bank at the end of June 2017 and consider
only capital adequacy and accounting regulations
applicable to banks at that time.
Results of the simulation of a simultaneous

In order to assess the banking sector’s resilience

bankruptcy of the three largest non-ﬁnancial bor-

to the materialisation of the credit exposure con-

rowers of the banking sector show that material-

centration risk, simulations were performed to ex-

isation of such scenario would not have a signiﬁ-

amine the impact on banks resulting from a si-

cant impact on the solvency of creditor domestic

multaneous bankruptcy of the three largest non-

banks or their capacity to absorb shocks via capi-

ﬁnancial sector borrowers (by the debt level in the

tal buﬀers. Receivables from the three analysed bor-

banking sector) and the three largest non-ﬁnancial

rowers are present in the portfolios of 12 commercial

183 The

simulations were carried based on the data from domestic commercial banks and their foreign branches as well as cooperative
banks. Branches of credit institutions and BGK were excluded from the simulations.
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banks (representing a 68% share in the banking sec-

any other simulations presented in this chapter

tor’s assets). Losses arising from bankruptcy of these

should be regarded as a forecast of the situation

borrowers (totaling approximately 11 billion zlotys)

in the banking sector.

would not cause capital shortages in the banks, neither with regard to capital adequacy ratios, nor capital buﬀers.
Results

of

Methodology and assumptions
Stress tests were run in three stages, in which im-

the

simulation

of

bankruptcy

pact of macroeconomic scenarios, market shock

of the three largest borrowers at each bank also

and liquidity shock were analysed respectively. In

indicate that losses would neither jeopardise sol-

the ﬁrst stage, the impact of two macroeconomic sce-

vency of the majority of the banking sector nor

narios (reference and shock) on the costs of credit

its capacity to keep the required level of capital

risk materialisation and on net interest income of

buﬀers, however in case of concentration risk ma-

banks was examined.

terialisation many cooperative banks would have

ysis of macroeconomic shock was supplemented

to raise their capital. The shortage of Common Eq-

by the impact of additional negative market shock

uity Tier 1 capital would be recorded in 206 banks

on banks’ capital position. In the third stage, the im-

representing less than a 7% share in the banking

pact of both market and liquidity shocks on banks’

sector’s assets. In comparison, according to results

liquidity position was analysed.

of the simulations presented in the previous edition
of the Report the shortages could be observed in 195
banks with a similar share in the sector’s assets.

In the second stage, anal-

Hypothetical capital needs of banks in both scenarios were deﬁned under the assumption that
all analysed banks must preserve regulatory capi-

The results of the second simulation demonstrate

tal at a level compliant with the capital adequacy

also that, compared to the simulation based on De-

ratios (both pillar 1 and 2). Amounts of capital

cember 2016 data, the amount of potential losses has

necessary to fulﬁl the combined buﬀer requirement

almost remained unchanged and the amount of cap-

were also presented. At the same time, the transi-

ital injections has not increased either.

tional period for the conservation buﬀer was taken
into account and the assumption was made that the

5.3.2. Stress tests

systemic risk buﬀer at a level of 3% will become effective from 2018. In addition, a rise, up to 150%

Stress tests were carried to assess the resilience

beginning from 2018, in risk weights relating to FX

of domestic commercial banks to negative shocks

mortgage loans to households was included185 .

and encompass macroeconomic, market and liq-

The analysis of macroeconomic scenarios takes

uidity shocks. Analysis was aimed at quantifying

into account the entry into force, beginning from

eﬀects of hypothetical shocks on domestic commer-

2018, of the IFRS 9.

cial banks184 in the period between the third quar-

changes in the capital level upon the entry into force

ter of 2017 and the end of 2019. Neither the re-

of new accounting standards, as well as additional

sult of the reference scenario simulation nor of

provisions for expected losses on non-impaired loans

This concerns both direct

184 Tests

were conducted on domestic commercial banks, including their foreign branches. The tests exclude branches of credit institutions and BGK.
185 Under an additional assumption that all these loans are secured by mortgages on immovable property.
186 The simulation of the impact of the IRFS 9 was calibrated on the basis of the survey data and stress test results provided by the KNF.
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Table 5.1. Simulation of the impact of hypothetical bankruptcy of the three largest borrowers of each bank (according to

June 2017 data.)

Credit losses after simulation (zloty billion)
Share1 of banks in banking sector assets that are not compliant with
capital ratios standards (pillar 1 and pillar 2)
Share1 of banks in banking sector assets that are not compliant with
combined buffer requirement only

before simulation
–

after simulation
25.3

0.04%

4.02%

0.25%

2.95%

1

Share in assets of the domestic banking sector.
Source: NBP.

(the so-called stage 1 and stage 2) to be made in 20182019.

186

jection from the “Inﬂation Report.

November

2017”, prepared under the assumption of constant

In each quarter of the analysed scenarios, for banks

interest rates, served as the reference scenario.

with capital surplus above the required capital ra-

In the macroeconomic shock scenario a signiﬁ-

tios, it was assumed that in the next quarter they

cant deterioration in the economic outlook was as-

would increase their loans and other assets at a rate

sumed, resulting particularly from:

not higher than the quarterly growth of the nominal GDP.187 Additionally, growth rates for individual
banks were made conditional upon the level of capital surplus above the set capital thresholds.
Balance-sheet value of the loan portfolio was also
aﬀected by provisions for recognized impaired
loans and expected losses on loans classiﬁed into

Restrictions in international trade stemming
from tariﬀ changes in developed countries, especially in the United States.
Considerable changes in the US ﬁscal and
tax policies, resulting in disruptions in global
trade.

stage 1 and stage 2, whereas the value of the debt

An economic slowdown in developing coun-

securities portfolio – by valuation changes trig-

tries, particularly in China and Russia, associ-

gered by a market shock. Decreasing relation to

ated with imbalances in the real economy and

assets was assumed for net fees and commissions in-

ﬁnancial systems of these countries. Outﬂow

come, and constant relation for other non-modelled

of capital in response to growing risk aversion,

proﬁt and loss account items.

rising interest rates in the US and the strength-

Possibility of dividend pay-out from proﬁts earned

ening of the US dollar may be additional fac-

under the analysed scenarios and from proﬁt

tors dampening economic growth in many de-

undistributed at the end of the second quarter

veloping countries.

of 2017 was also allowed. The dividend rate was

Deep correction in global asset prices due

made conditional upon banks’ compliance with the

to a signiﬁcant growth in investment risk

criteria regarding the capital adequacy ratios out-

which would precipitate ﬂight to safe havens.

lined in the “KNF position of 6 December 2016 on

This, in turn would lead to a signiﬁcant

the dividend policy of banks”.

strengthening of the Swiss franc against other

The central path of the NBP macroeconomic pro-

currencies.

187 Provided
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An increase in energy price commodities

a combination of shocks and economic slowdown as

driven by geopolitical tensions.

severe as the one resulting from the shock scenario
can be assessed as minor (see Figure 5.4). Substantial

Table 5.2.

Major economic indicators considered

scale of economic slowdown in Poland in the shock
scenario comes mainly from the scenario assump-

in the macroeconomic scenarios (%)

tions regarding downturn in the global trade. Due to

2017

2018

2019

Reference scenario

4.2

3.6

3.3

the countries exhibiting a sizable share in the global

Shock scenario

3.6

0.5

0.4

trade, Germany in particular, the eﬀects of a de-

Reference scenario

4.7

4.1

3.9

Shock scenario

5.0

5.6

7.5

Reference scenario

1.9

2.3

2.7

the global economy, material deterioration in a sen-

Shock scenario

2.7

5.8

3.6

timent of business entities resulting from an increase

Reference scenario

1.7

1.7

1.7

Shock scenario

1.9

2.8

2.5

the interconnectedness of the Polish economy with

GDP growth y/y

LFS unemployment rate, annual average

cline in international trade coupled with problems
of emerging economies would weigh on economic
growth in Poland. In a context of disturbances in

CPI inflation y/y

WIBOR3M

in uncertainty in the Polish economy and its external environment would add to signiﬁcant slowdown
in economic growth. Rise in energy sources prices,

Source: NBP.

leading to an increase in productions costs and curb-

Figure 5.4. The macroeconomic shock scenario against the

ing real disposable income of households, would af-

background of the fan chart of GDP assumed in the “In-

fect economic growth in the same direction.

ﬂation Report. November 2017”

A market shock was added to the macroeconomic

6%

shock scenario in order to assess the impact of a po-

5%

tential rise in foreign investor aversion to risk to-

4%

wards emerging markets and the region (resulting
in capital outﬂow from Poland) on the situation

3%

of banks. Capital outﬂow would be reﬂected in a
2%

rise in Polish Treasury debt yields resulting from an

1%

increase in credit risk premium and the zloty’s de-

0%

preciation. Depreciation of the zloty would, in turn,
12-2019

3-2019

9-2017

3-2016

6-2015

6-2018

lead to an increase in the capital requirements and

-1%

12-2016

GDP y-o-y

7%

Note: red line denotes the shock scenario.
Source: NBP.
188

Under such assumptions

a deterioration in the quality of banks’ loan portfolios due to the rising zloty value of FX-denominated
loans and related increase in repayment burden for

Poland would experi-

borrowers. The simulation assumed an increase in

ence a signiﬁcant slowdown in the pace of eco-

bond yields by 300 basis points and depreciation of

nomic growth (see Table 5.2). Probability of such

the zloty against all major currencies by 30%.189

188 The

interest rate path in the shock scenario is based on the Taylor’s rule (taking into account a deviation of inﬂation from the target
and a demand gap). Due to its theoretical nature, the interest rate path in the shock scenario should not be interpreted as a forecast
of a response from the monetary authority to the circumstances described in this scenario.
189 Against the bond yields and the zloty exchange rate as of the end of June 2017.
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Table 5.3. Results of macro stress tests

Historical data
for the period
Q3 2016 – Q2 2017

Simulation results for the period
Q3 2017 – Q4 2019
reference
scenario1

shock
scenario

On average per year (as % assets)
Charges to loan impairment provisions
Net interest income2
Net earnings
Capital needs3
Capital shortfall in term of Pillar 1 and 2 requirements (zloty billion)

0.49
2.31
0.81

0.57
2.27
0.71

1.22
2.19
-0.03

0

0

3.3

Capital shortfall in term of Pillar I and II requirements
0
7.10
increased by the combined buffer requirement (zloty billion)
Banks that do not meet Pillar 1 and 2 requirements
- number of banks
0
0
- share of assets in the banking sector (in %)
0.0
0.0
Banks that meet Pillar 1 and 2 requirements, but do not meet the combined buffer requirement
- number of banks
0
13
- share of assets in the banking sector (in %)
0.0
22.6
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
Change in bond value recognized in capital
n/d
n/d
Zloty depreciation impact (impairment charges to FX loans
to households) recognized in the profit and loss account

n/d

24.9

5
9.3
27
70.5
-0.9
-10.4

n/d

-1.8

1
2
3

The scenario is based on the central path of the NBP macroeconomic projection from “Inﬂation Report. November 2017.”
“Net interest income” includes fees and commissions income on extended loans, but does not include interest income on debt securities.
“Capital needs” result from the macroeconomic shock and market shock and the domino eﬀect. The detailed description of required
minimum capital levels (pillar 1, pillar 2 and the combined buﬀer requirement) is outlined in Box 4 in “Financial Stability Report. June
2017”.
Note: Neither the result of the simulation for the reference scenario nor any other simulations contained in this section should be
regarded as a forecast of the condition of the banking sector.
Source: NBP.

The analysis encompasses also the impact of a mar-

loss of conﬁdence both from other domestic ﬁnan-

ket shock and additional liquidity disturbances on

cial institutions and real economy entities, leading

banks’ liquidity position. The purpose of this simu-

to a withdrawal of a portion of their deposits190

lation was to check whether banks exhibit adequate
buﬀers of liquid assets in the event of developments

The last part of the simulation was to analyse the im-

assumed in the scenario, i.e. a depreciation of the

pact of a potential bankruptcy of a bank in the two

zloty, a rise in Polish Treasury debt yields and, in ad-

macroeconomic scenarios on the standing of other

dition, an outﬂow of part of foreign funding and a

banks coming from the so-called domino eﬀect.191
quacy criterion adopted in the analysis, if the ref-

Results

erence scenario were to materialise. The average
total capital ratio for the analysed sample of banks

The majority of banks would meet the capital ade-

would fall from 18.0% to 15.3%, among others, due

190 Among

others, a withdrawal of 100% of deposits, 10% of loans and 25% of other liabilities towards foreign ﬁnancial institutions was
assumed, as well as an outﬂow of the unstable (not classiﬁed as core deposits) part of deposits from households, enterprises and the
general government sector, and respectively 5%, 10% and 10% of their other deposits.
191 This simulation assumes a bank’s insolvency when its total capital ratio falls below 4%. Indirect eﬀects, stemming from the necessity
to recapitalize BFG resources aer a pay-out of guaranteed deposits of an insolvent bank, have not been included.
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to a rise in risk exposure (including, increased risk

from retained earnings. In the case of certain banks,

weights for FX housing loans) and the estimated ef-

suspension of dividend payments (e.g. arising from

fect of the implementation of the IFRS 9. The capital

the MDA) could turn out suﬃcient to fulﬁl the com-

ratios would decrease in the majority of banks (see

bined buﬀer requirement.

Figure 5.5). All banks would meet pillar 1 and pillar
2 capital ratio requirements.

sult in a situation, where some banks would record

Figure 5.5. Distribution of banks covered by stress tests ac-

cording to the total capital ratio

losses and would have to cover them from available
capital. As a result, the average total capital ratio for
the analysed group of banks would fall from 18.0% to

12-2016
12-2019 - reference scenario
12-2019 - shock scenario

13.0%. The decline in the total capital ratio as compared to the reference scenario would be recorded

0.18

by the majority of banks(see Figure 5.5). Addition-

0.16

Density function

The materialisation of the shock scenario would re-

0.14

ally, the diversiﬁcation of banks with regard to total

0.12

capital ratios would increase substantially – certain

0.10

banks would be much more aﬀected if the shock sce-

0.08

nario were to unfold. Five banks with a total share

0.06

in assets of the banking sector amounting to 9.3%

0.04

would lack capital to fulﬁl the pillar 1 and pillar 2

0.02

capital requirements. These banks would have to in-

0.00
0%

5%

10%
15%
Total capital ratio

20%

25%

crease their regulatory capital at the end of the simu-

Note: Distribution approximated with the use of kernel density
estimator). Asset weighted observations. The range of presented
total capital ratio values was limited to the range between 0% and
25% in order to eliminate outliers.
Source: NBP.

lation period by 3.3 billion zlotys (i.e. approximately

At the same time, 13 banks representing a 23%

In the shock scenario, 27 banks, representing

share in the banking sector assets would not meet

a 70.5% share in the banking sector assets, would

192

the combined buﬀer requirement .
The estimated value of their capital needs would
amount to 7.1 billion zlotys, i.e. 15% of the their regulatory capital at the end of June 2017. (see Table

19.4% of their regulatory capital at the end of June
2017.).

not meet the combined buﬀer requirement. The
estimated value of their capital needs would amount
to 25 billion zlotys, i.e. 18.3% of their regulatory capital at the end of June 2017 (see Table 5.3).

5.3). A common feature of the banks which do not

In the analysed scenarios, none of the banks met

meet the combined buﬀer requirement is a relatively

the conditions for insolvency assumed in the simula-

low level of capital surplus and low proﬁtability. The

tion, therefore there was no need to estimate losses

latter factor limits the capacity to accumulate capital

coming from the so-called domino eﬀect.

192

Consequences of capital shortfall were described in more detail in Box 4 in “Financial Stability Report. June 2017.”
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Figure 5.6. Accumulated changes in the total capital ratio in the shock scenario (% of risk-weighted assets)

24%
22%
20%
18%
16%
14%
12%
10%

factors affecting changes in the total capital ratio
over the simulation period

8%
total capital
ratio - 062017

retained
earnings
charges to
charges to tax on assets distributed effect of the
other
change of risk total capital
earnings in
before
provisions for provisions for
dividend
first
changes in
exposure
ratio the period
charges to
loan
loan
recognition of regulatory
12-2019
January-June impairment impairment impairment
IFRS 9
funds
2017
provisions
(phase 1
(phase 3)
and 2)

Notes: Purple 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 green bars, and those with an adverse inﬂuence– with red bars. The inﬂuence of these factors is expressed in percentage
points.
“ Retained earnings of January 2016-June 2017” are an assumed increase in the capital of banks by a part of undistributed (at the end of
June 2017) 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.
“ Tax on assets ” is the estimated amount of tax on certain ﬁnancial institutions, which would be paid by banks 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, whose rate depends on the fulﬁlment of the criteria for capital ratios speciﬁed in the “KNF position of 6 December
2016 on the dividend policy of banks”.
Source: NBP.

nario
40%

amount to approximately 17 billion zlotys. In the
simulation presented in the previous edition of the

15%
10%
5%
0%

Report, it amounted to 5% and 17 billion zlotys, respectively.

Over 200%

ure 5.7). Their total shortfall of liquid assets would

20%

175 - 200%

zloty and a decline in customers’ conﬁdence (see Fig-

25%

150 - 175%

from foreign capital outﬂow, depreciation of the

30%

125 - 150%

pluses of liquid assets to cover liabilities resulting

35%

0 - 25%

tor’s assets would not have suﬃciently high sur-

Share in banking sector's assets

banks with a share of approximately 8% in the sec-

100- 125%

to materialise, a group of domestic commercial

assets buﬀer coverage of funds’ outﬂow in the shock sce-

75 - 100%

silience. If a very restrictive shock scenario were

Figure 5.7. Assets of domestic commercial banks by liquid

50 - 75%

a slight deterioration in the banking sector’s re-

25 - 50%

The liquidity shock simulation demonstrated

Coverage of funds outflow with buffer of liquid assets

Source: NBP.
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***

Results of the stress tests do not take into account
the possible entry into force of the amended oper-

Results of the stress tests indicate that materiali-

ating design of the Borrowers’ Support Fund193 and

sation of the restrictive scenario, assuming signiﬁ-

other bills being proceeded in the Sejm. Additional

cant economic slowdown, would lead to a substan-

costs related to the entry into force of the changes

tial decline in banks’ capital ratios. Over a dozen

to operating design of the Borrowers’ Support Fund

commercial banks would become permanently un-

would lead to a decline in banks’ proﬁtability and,

proﬁtable and a part of them (mostly small and

as a result, would reduce their potential capacity to

medium-sized ones) would face regulatory capital

absorb shocks. On the other hand, intensiﬁcation of

shortages in relation to capital ratio requirements.

the process of voluntary conversion of FX denomi-

A considerably higher number of banks (including

nated housing loans would reduce banks’ exposure

some large ones) would not meet the combined

to risk involved in these loans. Other solutions, if

buﬀer requirement if the risk were to materialise.

any, in particular assuming the statutory obligation

Systemic risk, understood as the risk of disruption

to convert FX denominated housing loans at a non-

in banks’ provision of ﬁnancial intermediation ser-

market exchange rate would signiﬁcantly weaken

vices, is however limited. The relatively high initial

banks’ resilience. In such conditions lending could

levels of capital ratios would allow most banks to ab-

be curbed, which would enhance the negative im-

sorb losses arisen as a result of materialisation of ex-

pact of the shock on the real economy, and conse-

ternal risk factors and only a small group of banks

quently, on banks’ credit risk.

would fail to meet the pillar 1 and pillar 2 capital requirements. The remaining banks would still be solvent and could continue lending even if they failed
to meet the combined buﬀer requirement. Moreover, as the level of exposure in the interbank market is low, the risk of the direct channel contagion is

5.4. Resilience of other ﬁnancial
institutions to the
materialisation of risk

also insigniﬁcant. Associating banks, whose business
model involves, among other things, acceptance of

Similarly to the case of banks, the key for resilience

deposits from associated banks, are an exception.

of the credit union and insurance sectors and to

There is a need for them to achieve permanent prof-

the materialisation of risk are the capital position

itability enabling them to accumulate capital and in-

and proﬁtability of business operations. Liquidity

crease capital buﬀers due to the systemic function

buﬀers are also of importance for the resilience of

they perform with respect to cooperative banks.

the credit unions sector. In the case of pension fund

The liquidity shock simulations showed that the

management companies and investment fund man-

banking sector’s resilience is good, despite a slight

agement companies, legal conditions, in particular

deterioration in comparison to the assessment pre-

separation of investment fund management compa-

sented in the previous issue of the Report. There is,

nies from the funds as such, play a vital role, which

however, a group of banks with an elevated liquidity

helps to ensure continuity of the provision of ser-

risk proﬁle.

vices to customers, regardless of the ﬁnancial situ-

193

Bill submitted by the President of the Republic of Poland on amending the Act on supporting borrowers in ﬁnancial distress who have
taken out housing loans and the Act on Corporate Income Tax (Sejm paper No. 1863).
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ation of the managing entities.
The credit unions sector is characterized by relatively low resilience. The capital condition of the
sector remains diﬃcult, although varied – the smallest unions are characterized by the best capital adequacy. At the end of June 2017, the sector’s average reported capital adequacy ratio was signiﬁcantly
below the required statutory minimum. The real

particular, the separation of the balance sheet of investment funds and investment fund management
companies, as well as bearing the entire investment
risk by the participants. The ﬁnancial and capital situation of the TFI and PTE sectors only aﬀects the capacity to cover losses arising from non-performance
or improper performance of obligations related to
the management of funds.

capital situation of some credit unions is probably
even more diﬃcult, since they do not fully meet the

5.5.

Recommendations

KNF recommendations concerning asset valuation.
In the ﬁrst half of 2017, the sector showed a proﬁt.

In addition to identifying and assessing risk in the

Yet, the sector continues to exhibit low eﬃciency

ﬁnancial system, the role of the Report is to oﬀer

and one-oﬀ transactions, among others, the sale of

measures aimed at eliminating or mitigating sys-

overdue debt, were an important factor improving

temic risk. This is one of the methods to fulﬁl the

ﬁnancial result.

statutory mandate of the NBP which includes act-

Resilience of the insurance sector to shocks is good,

ing to maintain domestic ﬁnancial stability (Article

as evidenced by a high capital level. The domestic

3 paragraph 2 items 6a and 6b of the Act on NBP).

insurance sector had a large surplus of own funds

In the opinion of Narodowy Bank Polski, the imple-

over the capital requirements, and the vast major-

mentation of the following recommendations will

ity of insurance companies met the new capital ad-

support the maintenance of the stability of the Pol-

equacy requirements. Own funds of life insurance

ish ﬁnancial system:

companies exceeded the capital requirements more
than three times and non-life insurance companies
– more than twice. Liabilities of insurance companies did not generate interest rate risk as the majority of insurance products did not include the rate of
return guarantee. Financial and technical results improved, which was driven by an improvement in investment results in life insurance and a signiﬁcant
increase in premium (as a result of changes in pricing policy) and a decline in the loss ratio in non-life
insurance.

1. In line with the recommendations of the Financial Stability Committee of 13 January
2017, the restructuring of FX housing loans
should proceed on the basis of voluntary
agreements between banks and borrowers.
Most recommendations have already been implemented in the form of regulatory and supervisory solutions, to take eﬀect from 2018.
Banks should make an eﬀort to allow clients
to restructure their loans on acceptable terms.
Such a way of restructuring will allow broadly

In the case of other sectors analysed in the Report

deﬁned risk associated with the FX housing

(investment funds and open pension funds) institu-

loan portfolio to be reduced, while maintain-

tional arrangements ensured the possibility to con-

ing ﬁnancial stability. Other solutions, raised

tinue to provide services to customers even in the

publicly, providing for the forced currency con-

event of bankruptcy of the companies that manage

version of the FX loans, could pose a risk to ﬁ-

them (TFIs and PTEs). These solutions include, in

nancial stability. The fact that such proposals
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are present in the public debate may also con-

credit unions is relevant for ﬁnancial stabil-

strain borrowers’ propensity to conclude re-

ity due to the potential negative impact on

structuring agreements on a voluntary basis.

banks through the cost of ﬁnancing the deposit

2. In order to strengthen the cooperative banking sector, a further integration of this sector
is desirable, including through the use of institutional protection schemes (IPSs). The experience gained from the functioning of IPSs
in cooperative banking so far is positive and
indicates that the stability mechanisms created
in IPSs are eﬀective. Therefore, the widest possible participation of cooperative banks in IPSs
is necessary and the mechanisms of supervision, reporting and risk management should
be properly used. Should a group of banks

as well as due to the signiﬁcant number of
their clients. The trends observed in the area
of proﬁtability and capital position of some
credit unions do not indicate that, over time,
these credit unions have managed to solve
their problems on their own. For this reason,
the process of restructuring should continue.
In the course of restructuring, the resources
of the credit unions sector should be used to
the fullest extent possible in order to minimise
public cost.

function using the institution of an integrated

In the case of these credit unions which are

association, the mechanisms adopted in this

not able to restructure independently, their

association should ensure a level of protection

exit from the market should be performed in a

equivalent to that of IPSs.

manner that minimises public costs, i.e. via a

The functioning of IPSs could be one of the
aspects of a deeper integration of the cooperative banking sector, which can enable its
greater eﬃciency and contribute to its stable

takeover of the credit unions or selected property rights or selected liabilities by domestic
banks, using support tools provided by the
BFG.

development. Integration of the sector should

4. In their lending policy, banks should factor

be aimed at increasing eﬃciency, limiting op-

in the possibility of interest rate hikes and de-

erating costs and focusing on the business ar-

mand that borrowers should have a suﬃcient

eas where banks have the right potential to

income buﬀer, irrespective of the formula for

manage risk.

calculating the interest rate.

The measures leading to im-

proved resilience should be introduced particularly intensively by the associating banks and
a some large cooperative banks.
3.

guarantee system and the resolution regime,

Interest rates in the interbank deposit market,
on which the interest rate on housing loans
depends, are currently at their all-time lows.

The restructuring measures in the credit

An acceleration of economic growth may lead

unions sector should be continued, while

to a rise in market interest rates, which may

minimising public costs.

The measures

bring about a faster increase in loan servicing

should aim to enhance eﬃciency and in-

costs than the growth rate of borrowers’ in-

crease capital at the credit unions whose re-

come. For this reason, borrowers should have

structuring is feasible.

Although the credit

an income that will allow them to service the

unions sector plays an insigniﬁcant role in the

loan even at a signiﬁcantly higher level of in-

ﬁnancing of the economy, the condition of

terest rates than the current one.
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Banks and borrowers should also consider the
fact that possible expansion of ﬁxed rate lending will not eliminate the interest rate risk
borne by the clients. In practice, these loans
guarantee that the interest rate shall remain

quences for debt servicing costs.
5. Banks should pursue a particularly prudent
lending policy in the segment of commercial
property loans.

ﬁxed only for a certain period, normally sev-

The situation in the major segments of the

eral years, and not for the whole term of the

commercial property market (oﬃce and re-

loan, and aer the term of the ﬁxed rate inter-

tail property) points to a continued imbalance,

est rate has come to an end, the interest rate is

which in the environment of continually grow-

adjusted to current interest rates. Therefore,

ing new property supply may result in an in-

borrowers’ suitable income buﬀers are neces-

crease in credit risk. Banks should demon-

sary irrespective of the formula for calculating

strate particular prudence in examining the

the interest rate on the loans they take.

quality of loan collateral, the feasibility of assumptions concerning cash ﬂows generated by
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It is essential that banks accurately explain to

the property and the borrower’s loan repay-

their clients the interest rate risk and its conse-

ment capacity.
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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.
Annual percentage rate (APR) – total customer’s yearly cost of a loan expressed as a percentage of the value
of the loan (except for interests it includes also additional costs of a loan, such as provisions, payments and
cost of services necessary to obtain the loan).
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 require-
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ments 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.
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.
CR indicator (CR1, CRS, CR5, CR10) – share in the sector of one, three, ﬁve and ten largest entities respectively. In case of investment funds and open pension funds share in the sector is calculted based on their net
assets. In case of insurance companies based on gros written premium.
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.
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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.
Eﬀective interest rate – the ratio of interest income (cost) to average value of claims (liabilities) in a given
period.
Forward Rate Agreement (FRA) – a derivative transaction under which the parties are obliged to exchange
the diﬀerence between the FRA rate (forward rate determined at the date of the transaction) and the reference rate that was binding two working days before the date of settlement (ﬁxing date), calculated on the
basis of an agreed nominal amount for a set period of time starting in the future.
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
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assessment of the risk of operating in diﬀerent countries in which it is active and the individual characteristics
of this ﬁnancial institution.
Interest rate gap – diﬀerence between interest-bearing assets and liabilities in a given period range to the
repricing date and in a given currency.
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.
Leverage (banks) – 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.
Leverage (investment funds) – the ratio of total assets to net assets of a fund expressed in percentages.
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).
LTG package – tools used to calculate technical provisions stemming from insurance contracts containing
long-term guaranteed rates of return, which can be applied by insurance companies pursuant to the Solvency
II directive. Their application should mitigate the volatility in balance sheets of insurance companies, which
can arise from mark-to-market valuation of assets and liabilities. The LTG package in the directive contains
the matching adjustment (MA) to the relevant risk-free interest rate term structure (provided for life insurance obligations) and the volatility adjustment (VA) to the relevant risk-free interest rate term structure (for
other obligations than those calculated with the use of MA).
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
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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.
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.
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.
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.
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.
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Pre–tax proﬁt margin (TFI) – the ratio of gross ﬁnancial result and total revenues.
Preferential loans – loans with supplementary payments to interests.
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.
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.
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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.
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AC
AMA

Advanced Measurement Approac

APP

Asset Purchase Programme

ASA

Alternative Standardised Approach

BAEL

Badania Aktywności Ekonomicznej Ludności

BFG

Bank Guarantee Fund

BGK

Bank Gospodarstwa Krajowego

BGŻ

Bank Gospodarski Żywnościowej

BI

Business Indicator

BIA

Basic Indicator Approach

BIK

Credit Information Bureau

BIS

Bank for International Settlements

BOŚ

Bank Ochrony Środowiska

BZ WBK

Bank Zachodni WBK

CDS

Credit Default Swap

CIRS

Cross-currency Interest Rate Swap

CIT
COR
CPI

Corporate Income Tax
Combined Operating Ratio
Consumer Price Index

CRE

Commercial Real Estate

CRD

Capital Requirements Directive

CRR

Capital Requirements Regulation

CTA

Cost to Assets

CTI

Cost-to-income ratio

EBA

European Banking Authority

ECB

European Central Bank

Ecoﬁn
EEA
EIOPA
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Auto Casco

Economic and Financial Aﬀairs Council
European Economic Area
European Insurance and Occupational Pensions Authority
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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

EURO STOXX

Stock index of the biggest banks in the euro area

BANKS
Fed
FI
FIZ
FOMC

Federal Reserve System
Investment fund
Closed-end 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

Households

H-H

Hui-Heubel ratio

IBNR
IFRS/IAS

Incurred But Not Reported
International Financial Reporting Standards / International Accounting
Standards

IMF

International Monetary Fund

IPS

Institutional Protection Scheme

IRB

Internal Ratings Based Approach

IRS

Interest Rate Swap

KDPW

Central Securities Depository of Poland

KNF

Polish Financial Supervision Authority

LCR

Liquidity Coverage Ratio

LGD

Loss Given Default

LIBOR

London Interbank Oﬀered Rate

LtV

Loan-to-value

MA

Matching Adjustment

MCR

Minimum Capital Requirement

MDA

Maximum Distributable Amount

MdM

“Home for the Young”

MF
MPC
MREL

Ministry of Finance
Monetary Policy Council
Minimum Requirement for own funds and Eligible Liabilities

NBP

Narodowy Bank Polski

NEG

Negative rating outlook – expected downgrade
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NIF
NSFR
O/N
OC
OECD

Non-credit ﬁnancial institution
Net Stable Funding Requirement
Overnight
Third party liability insurance
Organisation for Economic Co-operation and Development

OFE

Open Pension Fund

OIS

Overnight Index Swap

OSII
PKO BP
PM
POLONIA

Other Systemically Important Institutions
Powszechna Kasa Oszczędności Bank Polski
Primary market
Polish Overnight Index Average

PSR

Polish Accounting Standards

PTE

Pension fund management company

PZU

Powszechny Zakład Ubezpieczeń

REIT

Real Estate Investment Trust

RnS

“First family home”

ROA

Return on Assets

ROE

Return on Equity

RORC
S&P
S&P 500

Return on Regulatory Capital
Standard & Poor’s
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

Stand-Alone Credit Proﬁle
Solvency Capital Requirement
Credit unions
Secondary market

SME

Small and medium-sized enterprise

STA

Stable rating outlook

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

VIX

Chicago Board Options Exchange Market Volatility Index

WIBOR
WIG
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Spot week

Warsaw Interbank Oﬀered Rate
Main index of the Warsaw Stock Exchange
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WIG20

Warsaw Stock Exchange index of 20 largest companies by the value of shares
in free ﬂoat

WIG–Banki

Warsaw Stock Exchange index of banks

WSE

Warsaw Stock Exchange

ZBP

Polish Bank Association

ZU
ZUS

Insurance company
Social Insurance Institution

Financial Stability Report. December 2017

157

www.nbp.pl

