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Assessment of the Level of Financial Development of the
Visegrad Group Countries in Comparison with the Eurozone
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Rodionova™

Abstract The purpose of the article is to explore the level of financial development of
the Visegrad group countries in comparison with the Eurozone. In order to achieve the
study’s goal, the structure of the banking systems of countries and changes in assets
in specific categories of financial institutions were analyzed, and it was also revealed
what policies countries are pursuing to improve banking systems in general.

As for the general level of elaboration of the banking sector in Poland, it remains
less developed relative to the members of the Visegrad Group, as well as the nations
of the Eurozone as a whole. This is indicated by the lower ratio of banking assets to
the country’s GDP. The largest share in the structure of the financial system of the
Visegrad Group countries is represented by credit institutions. Investment and pension
funds and insurance companies are represented to a lesser extent.

As for the loan-to-GDP ratio, this indicator is declining in Poland over the entire
period from 2018 to 2020, while in the Czech Republic, Hungary, and the Eurozone
countries, there is a noticeable increase. In the ratio of deposits to GDP, growth is
observed in all countries, including the Eurozone as a whole.

Despite the risks of stagflation, compared to previous financial crises, the capital
stocks and liquidity of the financial institutions of the countries of the Visegrad group
have become much stronger and are better prepared to withstand new shocks (such as
the current crisis around Ukraine) and their consequences.
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1. Background of the Study

The worldwide spread of the epidemic infection COVID-19 has led to a global
recession and destabilized the development of financial markets in many countries.
Under IMF estimates, the fall in world GDP in 2020 was the most significant since
the Great Depression. An acute enlargement in unemployment accompanied the crisis
in several nations, significant industry effects, a decrease in investment activity, and
deterioration in the credit quality of borrowers and bank portfolios. The situation in
global financial markets, despite some stabilization, remains unstable. Under these
conditions, regulators worldwide are implementing large-scale maintenance measures
(fiscal, monetary, and financial) to limit the economic damage from the pestilence.
Liquidity and capital reserves accumulated for the past decade in the financial frame
make it possible to execute countercyclical measures. Nonetheless, implementing
arrangements may not be enough to restore global growth quickly.

Market stabilization since the end of March 2020 was facilitated by large-scale
anti-crisis programs implemented in many Central European countries. This list
includes measures to support financial markets: lowering rates by central banks;
measures to ensure liquidity (expansion/implementation of asset purchase programs,
expansion of operations to provide liquidity); measures aimed at limiting excessive
exchange rate volatility; weakening macro-prudential regulation (countercyclical
measures to free up capital shock-absorbers, loosening reserves, etc.); lending support
(providing preferential loans to financial entities that increase lending to SMEs).
The announcement of state support arrangements granted significant support to the
financial markets (direct financing of specific industries, tax deferral/abolition, and
provision of guarantees for SME loans). However, the consequence of the pandemic
was a significant increase in public debt and budget deficits in many countries, which
will limit the possibility of applying fiscal politics in crises in the times to come.

2. Brief Literature review

The study of the evolution of pecuniary elaboration in Central and Eastern Europe
developing countries attracts the attention of a large number of scientists. In
particular, Tarullo (2019), Kotarsky et al. (2019), Mursalov (2020) and Farkas (2017),
Chumachenko et al. (2021), Dominese et al. (2020, 2021), Lomachynska et al. (2020),
Malyarenko (2021), Maslii et al. (2018, 2019) studied the development of economies
and financial systems, the models of banking regulation and monetary policy of
different European nations.

Sironi (2018) studied the extension and changes in banking regulation during and
beyond the worldwide slump in 2008-09. The study showed that next to the economic
and financial slump, several reforms were carried out to increase the steadiness of
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countries’ banking systems, which in turn led to a significant reduction in the risks
associated with bank failures, as well as to stabilize the world financial network.
Alterations have also led to a significant increase in share capital and improved quality
(the world’s 30 largest banks have raised more than $1 trillion in capital from 2009
to 2016). As a result, the average capital to total assets ratio increased from 5% to
over 7%, partly due to a reduction in assets. The increase in the volume and quality
of bank funds, together with the rise of liquidity, has clearly led to a reduction in the
probability of default of large banking groups in the future and encouraged banks to
take unnecessary risks.

Bulatova et al. (2019) also noted the high rentability and financial depth of the
world’s largest financial institutions and discovered a considerable increase in the
stability of the global financial scheme post the worldwide financial slump. However,
in her work, she also noted the growing dependence of the global economy on the
volume of bank financing, as well as increasing the share of bank assets in the structure
of world pecuniary assets (the banking sector accounted for more than 50% of all
financial assets in 2018). At the same time, the share of developing countries in world
assets has increased significantly (from pre-crisis 16% to 30% in 2018).

3. Investigating data from Visegrad countries’ financial systems

Compared to the banking systems of Visegrad Group and other EU countries, the
Polish banking system remains relatively stable and resilient even during a period of
significant turmoil in the global economy. During the pandemic, Polish banks paid
considerable attention to supporting their clients (at their own expense and with state
assistance). Thus, Polish banks have demonstrated high performance and contributed
considerably to helping individual clients and the entire national economy. Polish
banks reacted to the economic slump much earlier than the rest of the EU members by
imposing a moratorium on loans.

The year 2012 was marked by the fact that Poland made significant progress in
developing macroprudential policy. From early 2011, the KNF supervisor began
dispatching declarations to banking executives, motivating them to hold superior (than
the ordinary 8% TCR) CARs (4%) with an eye to be profitable and gain dividends
(M. Czaplicki, 2021). Though the declarations were not obligatory under state law,
the power and rule of the KNF, as well as the anxiety of more common and rigorous
observational control, served as the basis of a permanent shift in the behavior of banks.
These applications were sent up to 2017 when the “dividend bumper” was officially
approbated and diminished to 1.5% (starting in 2018) through implementing a formal
3% reserve for systematic peril. Previously, in the autumn of 2015, KNF presented Tier
3 (separate) capital surcharges for the chance of foreign value mortgages kept by some
banking groups (afterward changing annually). Simultaneously, Parliament adopted a
new act for banks representing a new CRD IV/CRR mode in Poland.
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Launched in 2016, a capital reservation reform has been implemented (with a
transitional stage until 2019). In 2017, FSC (macroprudential policy oversight
body) introduced other important buffers for financial institutions, which have been
further adjusted (from the point of view of grade and destination). In response to
the pandemic-led stagnation, the Treasury has canceled the systemic bumper on the
reference of the FSC. All these changes indicate the dynamic use of capital adjustment
to reach financial steadiness. Simultaneously, banks have reacted to regulatory changes
by either reducing back on regulating their capital levels (by issuing Tier 2 debt or
maintaining profits). Meanwhile, some significant adjustments were introduced in the
risk-weighting system, including most notably the implementation of a 150 percent
risk-weighting for foreign currency-adopted mortgages (May 2017) and lower-risk
weights associated with the fulfillment of the CRR pandemic fix.

The Czech financial system was significantly affected by the consequences of
the 2020 pandemic (the annual fall in GDP was 5.5%). Relative to last year, both
housewifery consumption (-5.2%) and overall fixed capital formation (-8.5%) slumped
harshly. Total government expenses were the largest contributor to national GDP
growth (2.9%). Monetary policy, however, reacted most quickly to the escalation of
the economic recession. In opposition to high inflationary pressure, which prompted
the central bank to raise the 14-day repo rate to 2.25% in the middle of the first quarter,
since March, the rate has been reduced by 0.25% (EBF (2022)). The board of the CB
was identically determined to lower capital requests and simplify mortgage moderation.
Through multiple support steps and falling tax revenues, there was a deficit in public
finances, which made up to 6.2% of GDP. Public debt raised to 38% of GDP (on 7.8%),
and in the scope of the expected recession of the deficiency in the 2021 electoral year,
it followed to the relatively mild debt drag set by the Fiscal Responsibility Law at the
level of 55% of GDP.

State restrictions to combat the influence of the COVID-19 crisis have also affected
the banking segment in the Czech Republic. However, despite this, Czech banks
proceeded to be the backbone of the financial steadiness of the struggling economy.
Despite the depression in many profitability indicators, banks remained liquid and
profitable, and the portion of idle loans stayed at a comparably acceptable level,
notwithstanding that it enlarged towards year-end. Moreover, banks have maintained
serial adequate capital grades in line with the recommendations of the CNB, reinforced
by unpaid dividends in 2020.

In Hungary, a 4% drop in GDP was recorded in 2020 relative to the antecedent
year. State and the CB have taken special economic and fiscal arrangements to support
financial institutions and regenerate the economy as a whole. Also mentioned is the
moratorium on payments, which is the most extended measure in the EU. These
measures effectively contributed to a pretty prompt restoration of the economy and
the banking system in the second half of 2020. There was also a relatively increased
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capital accumulation in the year’s first half. The overall balance of the banking
segment enlarged by 22% compared to the antecedent year. 49.7% of the total loan
portfolio of the banking segment was provided to non-financial corporations, 34.3%
- to households and organizations closely related to households, and 16.3% - to the
foreign sector. The cost of deposits in the banking segment, excluding transactions
between banks as a whole, enlarged markedly in 2020 (by 23.2%).

Slovakia also suffered in the aftermath of the crisis. The GDP indicator in 2020
decreased by 4.8% compared to 2019. However, the negative aftermath of COVID-19
has reduced thanks to fiscal and monetary policy measures and financial stabilization.

Table 1. The ratio of assets to national GDP in the countries of the Visegrad group and
the Eurozone in the period 2014-2020 (in %)

2014 2015 2016 2017 2018 2019 2020

Poland 121.9 128.6 132.8 132.1 128.7 124.3 137.3
Czech republic  164.4 153.7 160.3 175.4 172.1 167.5 178.9
Slovakia 118.1 120.3 124.3 128.4 126.8 128.7 141.6
Hungary 131.0 131.4 130.9 129.6 124.8 124.3 147.0
Eurozone 4938 4827 4872 4946 4824 5074 5703

Source: Compiled by the authors based on (NBP, 2022).

Compared to 2019, the ratio of assets of the domestic financial system to GDP
increased from 124% to 137% at the end of 2020, which was largely influenced by
the government’s bank support policy, as well as the fall in Poland’s GDP (Table 1).
The same situation was observed in the countries of the Visegrad Group. However,
it should be noted that the level of financial intermediation remained quite low. In
the Czech Republic, for example, the ratio of assets of the domestic financial system
to GDP was 178.9%, which is even higher than in 2019 - 167.5% (this is due to the
decline in GDP in 2020).

An analysis of the financial setup in diversified countries in the context of the evolution
of their economies shows that some sectors of the Polish financial system, including the
banking sector, remain underdeveloped. The Polish financial setup is characterized by a
comparably low capitalization of the stock market and the low value of individuals segment
debt securities issued, including corporate and bank bonds (EBF, 2020).

As of the end of 2020, there were 30 commercial (eight of which were state-owned,
five private, and seventeen with foreign capital) and 530 cooperative banks, plus 36
filiations of credit institutions in Poland. In compliance with national legislation,
most cooperative banks participate in two institutional protection systems. Only 10
run the business alone (EBF, 2022). In the Czech Republic, as of 2020, there were 49
officially licensed banks. They are divided into 4 large, 5 medium, 10 small banks,
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25 banking groups with foreign capital, and 5 building companies. At the same time,
12 banks are owned by domestic owners (2 of them are also owned by the state). The
Hungarian banking system composed of 41 institutions. They are, in turn, divided
into 21 commercial, 8 filiations of foreign, 5 mortgage, 4 building communities, and
3 specialized banks. The banking system of Slovakia is presented by 27 financial
institutions. Universal and corporate banks represent the lion’s share of them. Also, 4
are specialized banking establishments (3 building communities and one bank state-
owned). A distinctive feature of the banking sector in Slovakia is the high proportion
of banks with foreign capital (about 93%). Only 4 banks are managed by domestic
shareholders (3) and by the state (1).

The largest share in the structure of the financial system in Poland and the Visegrad
Group countries as of 2020 (Fig. 1) is represented by credit institutions. In particular,
in Poland, their representation is 73.5%, while in Hungary and the Czech Republic, this
figure is slightly higher (78% and 80.7%, respectively). Investment funds, insurance
companies, and pension funds are represented to a lesser extent. The largest share of
pension funds in the overall structure is recorded in the Czech Republic (10.1%), while
in Poland, this figure is only 4.7%. As for investment funds, their share in the structure
of the Polish financial system is 9.5 % (the second indicator among the countries of the
Visegrad group after the Czech Republic - 10.8%).

Figure 1. Structure of financial systems in Poland and the Visegrad Group countries in
2020 (in %)
Source: Compiled by the authors based on (NBP, 2021).
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As for the general level of development of the banking sector in Poland, it remains
less developed relative to the countries of the Visegrad Group (in particular the Czech
Republic and Hungary), as well as the countries of the Eurozone as a whole. This is
indicated by the lower ratio of banking assets to the country’s GDP (Table 2). For
example, the total asset ratio of commercial and cooperative banks and their branches
in 2020 was 100.5% (increasing since 2019), while in Hungary this figure was 112.8%,
and in the Czech Republic - 141%. The overall average asset-to-GDP ratio in the
Eurozone was 309.2%.

Table 2. The ratio of assets, loans, and deposits (commercial and cooperative banks) to
national GDP of the Visegrad group and the Eurozone in the period 2018-2020 (in %)
Assets/GDP Loans/GDP Deposits/GDP
2018 2019 2020 2018 2019 2020 2018 2019 2020
Poland 89.2 87.6 100.5 495 482 473 543 550 612
Czech
Republic
Hungary 933 926 1128 314 324 36.6 400 39.6 488

Euro
Area
Source: Compiled by the authors based on (NBP, 2021).

136.7 1335 141.0 504 495 524 665 660 751

266.1 270.8 309.2 874 86.8 951 897 869 100.8

As for the loan-to-GDP ratio, this indicator is declining in Poland over the entire
period from 2018 to 2020 (47.3% in 2020), while in the Czech Republic, Hungary,
and the Eurozone countries, there is a noticeable increase. In the ratio of deposits
to GDP, growth is observed in all countries (61.2% in 2020 in Poland, 75.1% in the
Czech Republic, 48.8% in Hungary, and 100.8% in the Eurozone countries). The
banking sector of Slovakia (in comparison with the national GDP) is one of the
smallest compared to the rest of the EU countries (so it is not listed in the table). The
funding of Slovak banks is mainly based on deposits from local customers. There is
an increase in loans to deposits ratio, mainly due to the growth of credit. It is also
worth noting that the reduction in consumption led to an increase in the savings of
consumers and bank customers. Deposits from individuals increased by 8%, while
deposits from legal entities increased by 9%.
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Table 3. Total number of assets of certain categories of financial institutions in the
period 2014-2020 (PLN billion)

2014 2015 2016 2017 2018 2019 2020

Commercial banks ~ 1393.9 14553 1547.8 1603.4 1704.6 1790.0 2117.2

Cooperativeand 354 1397 1582 1734 1821 2018 2212

affiliating banks

Credit unions 137 123 113 102 96 94 95
Insurance 1785 1803 1843 1984 191.8 1930 203.6
companles

Investment funds 2189 2725 2754 3028 2934 304.6 302.2

Open pension funds  149.1  140.5 1534 179.5 1573 1548 148.6

Brokerage houses 7.9 7.6 6.2 6.8 6.6 6.6 9.9

Total 2097.4 2208.2 2336.6 2474.5 25454 2660.2 3012.2

Source: Compiled by the authors based on (NBP, 2022).

According to Table 3, the largest number of assets among all categories of banks
in Poland was occupied by commercial banks (2117.2 billion PLN in 2020); their
assets increased throughout the study period (by 65% compared to 2014). Assets of
cooperative and affiliated banks are also growing, but they are almost 10 times less
than the assets of commercial banks (221.2 billion in 2020). Credit unions account for
9.5 billion PLN (the number of assets steadily declined between 2014 and 2019, but
there is a slight increase in 2020). Among other financial sector institutions, investment
funds have the largest assets (the indicator grows from 2014 to 2017 and then fluctuates
from 293.4 billion PLN in 2018 to 302.2 billion PLN in 2020). Assets of insurance
companies are growing; in 2020, they amounted to 203.6 billion PLN.

Thus, it is worth noting that the share of non-banking financial institutions in
the Polish banking system remains quite low, while the share of commercial and
cooperative banks is growing (which is explained by the rather important role played
by the banking segment in the Polish economy).
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Table 4. Change in assets in certain categories of financial institutions in the period
2014-2020 (in %)

2014 2015 2016 2017 2018 2019 2020

Commercial 9.2 4.4 6.4 3.6 6.3 5.0 18.3
banks

Cooperativeand ¢ 32 132 96 50 108 96
affiliating banks ’ ' ) ) ' ' ’
Credit unions 267  -100 -84 97 59 21 1.1
Insurance 6.5 1.0 22 77 33 06 55
companles

Investment funds 12.3 24.5 1.0 10.0 -3.1 3.8 -0.8

Open pension
funds

Brokerage houses  -8.1 -4.2 -17.4 8.6 -2.9 0.0 50.0

-50.2 -5.7 9.2 17.0 -12.4 -1.6 -4.0

Total 0.1 52 5.8 59 2.9 4.5 13.2

Source: Compiled by the authors based on (NBP, 2022).

Analyzing Table 4, we can conclude that the assets of commercial banks are growing
throughout the entire period of 2014-2020 (a significant decrease in growth rates was
observed only in 2015 and 2017). In 2020, the growth of assets of commercial banks
amounted to 18.3%, which is a record high. The assets of cooperative banks are also
growing (the largest increase was recorded in 2016); in 2020, the figure was 9.6%.
Credit union assets have been declining throughout 2014-2019, but in 2020 they grew
by 1.1% compared to the previous year.

The growth of insurance companies’ assets fluctuates throughout the period. In
2017, it was 7.7%, but in 2018 there was a decrease of 3.3% (the only year when there
was a decrease in assets). In 2020, the assets of insurance companies grew by 5.5%.
There is also a rather volatile change in the assets of investment funds. In 2015, the
growth was 24.5%, while in 2016, it was only 1%. Negative values are observed in
2018 and 2020 (-3.1 and -0.8, respectively). Assets of open pension funds are declining
throughout the study period (except for 2016-2017) due to the negative balance of cash
flows from the ODS to the social insurance institution and the fall in the price of units
of account. Brokerage firm assets declined in 2014-2016 and 2018, but in 2020 the
most significant increase was recorded - 50%.

Speaking about the capitalization of the stock market in Poland, it should be
noted that in recent years there has been a decrease of 2% in 2019 and 3.2% in 2020;
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the reason is the change or delisting of shares of some companies. So, in 2019, the
capitalization of the stock market amounted to 1113.5 billion PLN, and in 2020 it was
already 1068.7 PLN. Table 5 shows the capitalization of domestic companies in the
Visegrad countries.

Table 5. Capitalization of home firms in the countries of the Visegrad group and the
Eurozone in the period 2014-2020

Capitalization of domestic firms (in billion EUR)
2014 2015 2016 2017 2018 2019 2020

Poland 140.7 1232 1281 163.1 1363 1313 1208
Czech 26 235 222 269 236 234 218

Republic

Hungary 120 162 213 263 252 294 228

Euro area 6298.0 6774.6 7081.8 7936.6 6869.5 8436.8 8886.6
Capitalization of domestic firms (in % to GDP)
2014 2015 2016 2017 2018 2019 2020

Poland 349 292 306 342 276 244 240
Czech 145 141 126 140 112 104 101
Republic

Hungary 11.5 14.9 18.9 213 18.6 20.1 16.8

Euro area 62.5 65.1 66.0 71.0 59.2 70.4 78.0
Source: Compiled by the authors based on (FESE, The World Bank, 2022)

According to it, the capitalization of domestic firms on the Polish stock exchange
peaked in 2017 (PLN 163.1 billion, or 34.2% of GDP), but since 2018 capitalization
has been declining (EUR 136.3 billion in 2018 and EUR 120.8 billion in 2020). It
should be noted, however, that Poland has managed to maintain its strong market
position in the region, as shown by lower capitalization figures in the Czech Republic
and Hungary, where the capitalization of home companies as of 2020 was only 21.8
billion EUR (or 10.1% of GDP) in the Czech Republic and 22.8 billion (or 16.8%
of GDP) in Hungary. In general, in the countries of the Eurozone, the capitalization
of home companies is growing, and in 2020, this figure amounted to 8886.6 billion
EUR (or 78% of GDP, which is much higher than in 2018 - 6869.5 billion EUR and
59% of GDP).
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Table 6. Liquidity ratio of home firms in the countries of the Visegrad group and the
Eurozone in the period 2014-2020

Liquidity ratio (in %)
2014 2015 2016 2017 2018 2019 2020

Poland 405 443 364 375 362 350 625
Czech 191 209 238 163 192 144 157
Republic
Hungary 506 428 357 361 423 318 487

Euro area 74.1 80.2 64.8 61.2 70.5 49.8 58.2
Total number of listed firms
2014 2015 2016 2017 2018 2019 2020

Poland 902 905 893 890 890 851 806
Czech
Republic 23 25 25 23 23 54 55
Hungary 48 45 42 41 41 43 45

Euro area 6748 6900 6723 6962 6962 6986 7077
Source: Compiled by the authors based on (The World Bank (WBI), 2022).

The liquidity of the Polish stock market has increased significantly compared to
previous years (Table 6). Thus, in 2019 this indicator was only 35%, which was
higher than the stock markets in the Czech Republic (14.4%) and Hungary (31.8%)
but significantly lower than in the Eurozone (49.8%). The situation changed
significantly in 2020 when the figure was 62.5%, which was higher than in the
Visegrad countries and the Eurozone. The increased interest primarily influenced
this in equity trading among individual investors (their share in trading in shares of
companies traded on the WSE Main Market increased from 12% in 2019 to 25% in
2020). It is also worth noting that in 2020, stock indices showed high volatility amid
the instability associated with the COVID-19 crisis. However, the WIG broad market
index did not change significantly.

Thus, we can make a general conclusion that the results of Poland’s banking and
financial sector in 2020 were seriously affected by the pandemic crisis (the Polish
market, in particular, reflects the general trends taking place in the global economy).
In order to avoid possible negative economic consequences in the first half of 2020,
the MPC, the NBP body responsible for setting monetary policy, reduced the required
reserve ratio for banks by three percentage points to 0.5 percent and also increased
the percentage rate on this reserve. As a result of this reduction, the value of funds
available to banks increased by PLN 41.3 billion. In addition, in May 2020, the base
interest rate in Poland was reduced to a record level of 0.1%. Moreover, in March 2020,
the NBP began buying selected debt securities on the stock market as part of structured
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operations on the open market. Towards mid-2020, the market value of treasury bonds
and bonds guaranteed by the Polish State Treasury purchased by the NBP was PLN
90.7 billion.

In 2021-2022, both the banking sector and the Polish economy as a whole need
to solve the economic aftermath of the pandemic. In the short term, Poland’s banking
market will affect the final decision made to issue loans in Swiss francs and potential
costs for calculations or legal proceedings in these cases. It will be essential to control
the solvency of borrowers after the expiration of the moratorium on loans and the
termination of state support. Also, the banking sectors of the Visegrad Group countries
should prepare for the consequences of Ukraine’s current situation. However, despite
the risks of stagflation, compared to previous financial crises, the capital stocks and
liquidity of the financial institutions of the countries of the group have become much
stronger and are better prepared to withstand new shocks and their consequences.

5. Conclusions

Systematizing the results obtained, we can draw the following conclusions:

As for the general level of elaboration of the banking sector in Poland, it remains
less developed relative to the members of the Visegrad Group (in particular, Hungary
and the Czech Republic), as well as the nations of the Eurozone as a whole. This is
indicated by the lower ratio of banking assets to the country’s GDP. The largest
share in the structure of the financial system of Visegrad Group countries as of 2020
is represented by credit institutions. In particular, in Poland, their representation is
73.5%, whereas, in Czech Republic and Hungary, this figure is slightly higher (78%
and 80.7%, respectively). Investment and pension funds and insurance companies are
represented to a lesser extent. The largest share of pension funds in the overall structure
is recorded in the Czech Republic (10.1%), while in Poland, this figure is only 4.7%.

As for the loan-to-GDP ratio, this indicator is declining in Poland over the entire
period from 2018 to 2020 (47.3% in 2020), while in the Czech Republic, Hungary, and
the Eurozone countries, there is a noticeable increase. In the ratio of deposits to GDP,
growth is observed in all countries (61.2% in 2020 in Poland, 75.1% in the Czech
Republic, 48.8% in Hungary, and 100.8% in the Eurozone countries). The banking
sector of Slovakia (in comparison with the national GDP) is one of the smallest
compared to the rest of the EU countries. The funding of Slovak banks is mainly based
on deposits from local customers. There is an increase in loans to deposits ratio, mainly
due to the growth of credit. It is also worth noting that the reduction in consumption
led to an increase in the savings of consumers and bank customers. Deposits from
individuals increased by 8%, while deposits from legal entities increased by 9%.

The share of non-banking financial institutions in the Polish banking system
remains relatively low, while the share of commercial and cooperative banks is growing
(which is explained by the rather influential role played by the banking segment in the
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Polish economy). The liquidity of the Polish stock market has increased significantly
compared to previous years. Thus, in 2019 this indicator was only 35%, which was
higher than the stock markets in the Czech Republic (14.4%) and Hungary (31.8%) but
significantly lower than in the Eurozone (49.8%). The situation changed significantly
in 2020 when the figure was 62.5%, which was higher than in the Visegrad countries
and the Eurozone. This was primarily influenced by the increased interest in equity
trading among individual investors.

The Polish banking sector needs to solve the economic aftermath of the pandemic.
It will be essential to control the solvency of borrowers after the expiration of the
moratorium on loans and the termination of state support. Also, the banking sectors of
the Visegrad Group countries should prepare for the consequences of Ukraine’s current
situation. However, despite the risks of stagflation, compared to previous financial
crises, the capital stocks and liquidity of the financial institutions of the countries of
the group have become much stronger and are better prepared to withstand new shocks
and their consequences.
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