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ASSESSMENT OF THE LEVEL OF DEVELOPMENT OF CASHLESS TRANSACTIONS IN THE EUROPEAN UNION
COUNTRIES BETWEEN 2019-2023

ABSTRACT

The purpose of the article. The aim of the article is to assess the level of development of cashless payment in
the European Union countries between 2019 and 2023. The following research question was formulated — which
European Union countries are leading, and which are at the bottom of the ranking in terms of the level of
development of cashless payment?

Methodology. The source of data on non-cash transactions was statistical data from the European Central Bank's
ECB Data Portal. The method of linear ordering — standardized sums — was used to create a ranking of the
European Union countries in terms of the level of development of cashless payment.

Results of the research. An empirical study using the method of standardized sums made it possible to compare
the level of development of cashless payment in the EU-27 countries and to identify the leaders and laggards in
this respect. The results of the study proved that in the EU-27 countries, non-cash trading develops at a high and
medium level. The leaders in this respect included Germany, France and Italy, while the worst ranked countries
were Malta, Bulgaria, Latvia, Estonia and Cyprus. The reason for the underdevelopment of cashless payment in
these countries can be attributed to an underdeveloped payment infrastructure, fewer institutions offering
payment services, lower levels of investment in modern technology, and a payment culture that may be due to
a tradition of attachment to cash and a lack of confidence in cashless forms of payment. In addition, the lack of
appropriate regulation and government initiatives may influence their lower popularity.

Keywords: non-cash transactions, standardized sum method, payment instruments.
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Adrian Apanel, Marlena Grzelczak

Assessment of the Level of Development of Cashless Transactions in the European Union
Countries Between 2019-2023

Non-cash transactions play a key role in the economy. They influence its development, as well
as influence the economy itself by, among other things, reducing the size of the shadow economy,
reducing the costs of sending and receiving payments, creating gross domestic product (the more non-
cash transactions accompanying the purchase of products and services, the higher the value of gross
domestic product). In addition, the availability of non-cash forms of payment allows the financial needs
of consumers, which are basic needs, to be met.

There are many measures of non-cash transactions, including both general and specific ones.
Generic measures come from the payment systems of individual EU countries and are collected using
IT tools by the European Central Bank (ECB) and stored in the European Central Bank's Statistical Data
Warehouse (SDW), now the ECB Data Portal. Examples of general measures are the number
of transactions with payment cards, credit transfers, direct debits, cheques, e-money, the value of
transactions with these payment instruments, and the payment infrastructure — the availability of POS
terminals, ATMs, payment service outlets. Specific measures of goods transactions are created by
transforming general measures, often considering the size of the population, e.g., the number of payment
terminals per capita, or related to a country's population of one million. Due to the substantial number
of available measures, cashless turnover should be studied in multi-criteria research.

The aim of the article is to assess the level of development of cashless transactions in the
European Union countries between 2019 and 2023. This assessment can be helpful for payment market
stakeholders, e.g., national central banks, payment organizations, as well as payment card issuers, i.e.,
commercial banks, who use reliable statistical information to compare the level of development of
a country's payment system with other countries. Knowledge of the level of development of non-cash
transactions is also necessary to make decisions aimed at promoting non-cash transactions in countries
where they are underdeveloped. The following research question was formulated: Which countries of
the European Union are leading, and which are trailing at the bottom of the ranking in terms of the level

of development of non-cash transactions?
Non-Cash Transactions and Their Importance

Non-cash turnover is an important part of the payment system. The term of cashless transactions
is understood as ‘monetary settlements in which at each stage of the settlement cycle funds are
transferred from and to bank accounts (or banks’ own accounts or other payment accounts), i.e. both on
the debtor's (payer's) side, as well as on the creditor's (beneficiary's) side, and in settlements between
banks, settlement takes the form of entries only in the bank/payment accounts of the settling entities
(with the exception of payment with an e-money instrument, where a transfer of funds from the e-money

instrument to a device accepting it takes place’ (NBP, 2013, p. 3).
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This article fills a gap in the lack of a single synthetic indicator of the level of development of
non-cash transactions that would allow for comparisons between a country and the rest of the
Community, as highlighted in reports such as (Fundowicz et al., 2022, pp. 22-23). Data on measures of
non-cash transactions that may be helpful in creating a synthetic measure of non-cash transactions are
collected by national and European financial institutions, e.g., national central banks or the European
Central Bank. The economic scale of the use of non-cash transactions is reflected in the value of
transactions, while the frequency of use of non-cash payments is reflected in the number of transactions
(Iwanczuk, 2011, p. 121). Variables depicting the value and number of transactions using traditional
payment instruments, i.e., payment card, credit transfer, direct debit, cheque, and e-money in the
empirical part of the article were included in the catalogue of potential variables describing the
development of non-cash transactions. Since the use of non-cash payment instruments, both traditional
and innovative, including mobile payments, online requires a relationship with a bank, e.g., to fund
a prepaid account and thus to have a savings and checking account (ROR), called a personal account,
the number of accounts was also included in the catalogue of potential variables.

It should also be noted that the execution of non-cash transactions requires the use of devices
that accept electronic payment instruments. This means that among the variables describing non-cash
transactions, it was decided to also include the basic elements of the payment infrastructure. Their
presence in the set is due to the fact that payments take place using electronic payment elements in POS
terminals — the so-called terminal payments (Zaranska & Zborowski, 2018, p. 15; Borcuch, 2016, p. 58)
and multifunctional ATMs, which allow not only cash withdrawals, but also provide information on the
bank account held and enable banking operations such as opening an account, making a transfer order
or applying for a payment card (Labenda, 2006, p. 7).

The development of non-cash transactions is beneficial both for the participants in the payment
system, including consumers, and for the economy as a whole because of increased lending following
the transfer of some cash from cash to bank deposits. The use of payment services by consumers makes
it possible to satisfy financial needs, which are basic needs in the modern economy. Access to a wide
range of financial services through the financialization of social relations is considered a key factor in
consumer welfare (Soliwoda, 2015, p. 86). Furthermore, decisions on the use of cashless forms of
payment by household members are an important ‘link in the decision tree of microfinance’, which
originates from the institutional finance stream (Solarz, 2012, p. 171). In addition, the development of
cashless payments by reducing the circulation of cash in the economy results in a reduction in the size
of the shadow economy. This trend is confirmed, among other things, by cyclical studies conducted by
Schneider and the research team of the A.T. Kearney consulting firm (Schneider, 2015, p. 6).

In addition, it should be emphasized that the development of cashless payments, e-payments,
stimulates overall economic growth, consumption and trade and thus has a positive impact on the
economy (Hasan, et. al., 2012, pp. 1-41; Cirasino & Garcia, 2008, pp. 1-78; Slozko & Pelo, 2014, pp.

130-140). In addition to this, previous studies have shown that a country that switches from a completely
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paper-based payment system to an electronic system can see savings of at least 1% of GDP per year
(Humphrey et al., 2006, pp. 1631-1652).

Description of The Research Method

The study used the method of standardized sums, which is a model-free method of linear
ordering. The method consisted in the construction of a synthetic index, based on which it was possible
to rank the objects (countries of the European Union) from the best to the worst, where the criterion of
ordering was the level of a complex phenomenon, i.e., the development of non-cash transactions.
A characteristic feature of this method is both simplicity and low loss of information during the
aggregation of diagnostic variables.

The selection of variables to describe a complex phenomenon is most often substantive. This
method makes it possible to juxtapose measurement values for distinctive characteristics, even if
expressed in different units. This is because the first operation to be carried out was the standardization
of the z; variables. The standardization of the diagnostic variables was aimed at bringing them to
a comparable scale, the so-called unmeasured scale, and therefore unrelated to the unit of measurement.
In constructing the synthetic index, the authors of the article refrained from assigning weights to
individual variables. It was assumed that each characteristic has the same weight in the calculation of
the synthetic indicator.

In the study, consideration is limited to the situation where all diagnostic variables are
stimulants. A stimulant is a variable having a positive impact on a given phenomenon, a higher value of
which indicates a higher level of the phenomenon under consideration (Mtodak, 2006, p. 33). Stimulants

were standardized according to the following formula (Balicki, 2013, p. 327; Turczak, 2013, p. 79):

where: z;; — the variable after normalization; x;; — value for object i and j — of this variable;
X; — arithmetic mean for j — that variable; s; — standard deviation for j — that variable.

Standardization results in standardizing the values of all variables in terms of variability
measured by standard deviation, which means eliminating variability as a basis for differentiating
objects (Kadziotka, 2021, p. 72). If there are destimulants, it would be necessary to convert them into
stimulants by multiplying their standardized values by —1 (Kopyscianski & Roélczynski, 2013, p. 118).
The standardized sums method was carried out in two stages (Dziechciarz, 2003, p. 290).

In the first step, sums of variable values were calculated for each site (country) according to
a formula in which all variables are assumed to have a one-to-one effect on the level of the composite

phenomenon:
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m
bi = z Zjj
j=1

where: z;; — the value of the i-th object of the j-th variable.

In the next step, a so-called development measure was calculated for each site according to the

formula:
Pi — Po
m=——,
Po — P-o
fori=1,2,...,n,
where:
m
Po = Z Zoj * W;j
j=1
m
P-o = Z Z_gj * Wj
j=1

w; — weight of the j-th variable.
zoj Oraz z_o; — values of the variables for the abstract objects, i.e., the pattern and the anti-

pattern:

Zpj = MAaX Zj;
Z_oj = min z;

Based on the mi sum values obtained, the objects were ranked from best to worst. The
construction of the mi development measure was aimed at obtaining normalized values in the interval
[0;1]. Thus, the higher the value of m; the higher the level of the complex phenomenon in each object
(Bartosiewicz, 1992, pp. 256-261). The study used a classification of the study sites into four typological
groups due to the value of the synthetic measure m; (see Table 1).

Table 1

Division of sites into typological groups according to the value of the synthetic measure

Country's level of development in terms

Value of the development measure Class of non-cash trade
m; = X+S54 | Very high
X+Sq >m; =X I High
X >m; = X—S4q i Medium
m; < X—S4 v Low

Source: Nowak (1990).

The resulting four typological groups dependent on mi values were created based on the

arithmetic mean (x) and standard deviation (Sq) of these measures (Nowak, 1990).
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Results of Own Research

The objects of the study were 27 countries of the European Union. The time scope of the

analysis covered the years 2019-2023. The study of the development of cashless trading in the European

Union countries during the indicated period was justified by the following considerations:

1. The period covered by the analysis included the pandemic caused by the SARS-CoV-2 virus,

which significantly affected consumer payment preferences (Konishi et al., 2024, pp. 140-
169; Wisniewski et al., 2021); many people started to avoid cash for hygienic reasons for fear
of infection, accelerating the development of cashless payment methods, which is confirmed,
among others, by the results of an international UN study (UNCTAD, 2020), as well as
a study conducted in Poland (Kotkowski et al. 2021, p. 24; Kotkowski and Polasik, 2021) or
Italy (Graziano et. al., 2024).

. Payment technologies such as mobile payments, digital wallets and proximity technologies

have developed rapidly during the period under review (Capgemini Research Institute, 2023;
NBP, 2020, pp. 33-50).

. During the time under review, the European Union introduced several regulations and

initiatives to promote cashless trading, including the PSD2 (Payment Services Directive 2),
implemented in Poland from 14.09.2019 (Directive of the European Parliament and of the
Council (EU) 2015/2366).

In the set of potential diagnostic variables, the variables analyzed by the National Bank of

Poland in its annual reports “Comparison of selected elements of the Polish payment system with those

of other EU countries” (NBP, 2023) were used. Among the selected variables in the authors' study were

the following characteristics, labelled X to X1, converted per capita:

10

X1 — number of credit transfer (ECB, 2024a);

Xz —number of direct debits (ECB, 2024b);

X3 — number of payment card transactions (ECB, 2024c);

X4 — number of cheques (ECB, 2024d);

Xs —number of e-money transactions (ECB, 2024e);

Xg — number of total transactions excluding cash withdrawals (ECB, 2024f);
X7 — value of transactions by credit transfer (ECB, 2024g);

Xeg — value of direct debit transactions (ECB, 2024h);

Xo — value of payment card transactions (ECB, 2024i);

Xio — value of cheque transactions (ECB, 2024j);

Xi1 — value of e-money transactions (ECB, 2024Kk);

X1z — value of all transactions excluding cash withdrawals (ECB, 2024l);
X1z — number of all institutions offering payment services to entities that are not part of

monetary financial institutions (non-MFI's) (ECB, 2024m);
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e Xia—number of bank accounts for entities that are not part of monetary financial institutions
(non-MFI's) (ECB, 2024n);

e Xi5—number of payment terminals (ECB, 20240);

e Xi6— number of ATMs (ECB, 2024p).

For most of the variables indicated, the NBP assesses annually the position of Poland in
comparison with other EU countries from the point of view of the development of cashless trading.

For the selected potential diagnostic variables, coefficients of variation (V) were calculated,
being the quotient of the arithmetic mean and the standard deviation, in order to verify whether these
variables had the ability to discriminate between the analyzed EU countries, i.e., whether they had an
ability to identify and classify various features and characteristics of individual EU countries, which
made it possible to distinguish them from one another. The critical value of the coefficient of variation
adopted in the study was V =5%, which resulted in the final inclusion of all mentioned potential
variables in the set of diagnostic variables. The results of the variability of characteristics X; to X in
the study period are presented in Table 2.

Table 2
Coefficients of variation for potential diagnostic variables in 2019-2023

Variable/Year 2019 2020 2021 2022 2023
X1 137,6% 136,3% 132,8% 137,0% 129,5%
X2 273,3% 276,2% 273,9% 258,3% 250,1%
X3 136,9% 131,8% 129,0% 148,3% 134,2%
X4 438,6% 439,8% 443,7% 453,6% 450,8%
Xs 387,0% 384,7% 362,9% 336,3% 335,3%
X 141,9% 139,7% 135,2% 149,1% 135,4%
X7 182,8% 181,9% 174,8% 218,2% 184,7%
Xs 275,6% 274,8% 268,5% 273,2% 294,7%
Xo 154,3% 151,1% 146,5% 159,5% 149,9%
X1o 244.3% 246,6% 243,1% 246,1% 245,0%
Xu 397,3% 384,1% 347,1% 308,2% 296,9%
X12 180,7% 180,8% 176,5% 197,6% 181,4%
X3 133,1% 132,9% 131,6% 130,8% 154,5%
Xia 140,0% 138,9% 137,3% 137,0% 141,1%
Xis 164,2% 168,6% 172,5% 144,6% 140,7%
X1 49,3% 50,8% 53,6% 56,6% 65,7%

Source: own compilation based on data from ECB Data Portal — European Union.

Table 2 shows that the variables X, — number of cheques (volatility above 400%), Xs — number

of e-money transactions and Xi; — value of e-money transactions (above 300%) and Xz — number of

11
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direct debits, Xs — value of direct debit transactions and Xio — value of cheque transactions (above 200%)
had the highest volatility.
The next stage of the study was to use the method of standardized sums to sort the EU countries

in terms of non-cash transactions by a level of development class created as shown in Table 1. The

results of the ordering over the study period are shown in Table 3.

Table 3
Ranking of the EU27 countries in terms of the level of development of cashless trading between 2019
and 2023
Development level 2019 2020 2021 2022 2023
class/Year
Germany Germany Germany Germany Germany
I France France France France France
Italy Italy Italy Italy Italy
Spain Spain Spain Spain Spain
Poland Poland Poland Luxembourg Poland
I Luxembourg Luxembourg Netherlands Netherlands Netherlands
Netherlands Netherlands Luxembourg Luxembourg
Portugal Portugal
Belgium Austria Belgium Ireland Ireland
Austria Belgium Ireland Austria Austria
Ireland Ireland Portugal Portugal Portugal
Denmark Denmark Sweden Belgium Belgium
Sweden Sweden Austria Polska Greece
Greece Greece Greece Greece Czech Republic
Finland Finland Finland Czech Republic Finland
Croatia Czech Republic Denmark Finland Romania
Czech Republic Croatia Czech Republic Lithuania Hungary
Hungary Romania Lithuania Romania Lithuania
1l Romania Hungary Romania Croatia Slovakia
Slovenia Slovakia Hungary Denmark Denmark
Slovakia Lithuania Slovakia Hungary Slovenia
Estonia Slovenia Bulgaria Slovakia Latvia
Cyprus Cyprus Croatia Sweden Malta
Lithuania Estonia Cyprus Slovenia Sweden
Latvia Latvia Latvia Latvia Cyprus
Bulgaria Bulgaria Estonia Cyprus Estonia
Malta Malta Slovenia Estonia Bulgaria
Malta Bulgaria Croatia
Malta

Source: own research.

12
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The results presented in Table 3 show that, considering the number, value of transactions using
basic non-cash payment instruments and payment infrastructure, countries such as Germany, France and
Italy performed best in the analyzed period. The countries indicated were assigned to the first class,
within which countries with an extremely high level of cashless development were concentrated.
Germany, France, and Italy were ranked top for several key reasons such as (CNPS, 2019):

o developed payment infrastructure: these countries have a well-developed payment
infrastructure, including a wide network of payment terminals and ATMs, which facilitates
cashless transactions;

e a high number of financial institutions: the substantial number of banks and other financial
institutions offering a variety of payment services contributes to the popularity of cashless
transactions;

¢ technological innovation: France, Germany and Italy are investing in nova payment
technologies, such as mobile and contactless payments, which increases the convenience and
security of transactions;

¢ policy and regulation: the governments of these countries actively support the development
of cashless payments through appropriate regulations and initiatives that promote their use;

e payment culture: there is a high culture of using cashless payments in these countries, which
is supported by educational and promotional campaigns.

Within the second tier (indicating a high level of development of cashless trading), five
countries were included in the 2019-2022 period: Spain, Poland, the Netherlands, Luxembourg and
Portugal. In 2022 Poland (due to the lack of most data on the number of transactions with payment
instruments) was displaced from Tier Il by Austria. In 2023, only four countries (Spain, Poland, the
Netherlands and Luxembourg) were concentrated in Class I1. In the last year under review, the position
of Austria and Portugal deteriorated in terms of non-cash transactions, which translated into their drop
in ranking to Class Il (medium level of development in terms of non-cash transactions). It is noteworthy
that over the entire period analyzed, no EU27 country was assigned to Class 1V, indicating a low level
of development in non-cash transactions. On this basis, it can be concluded that in the EU27, non-cash
transactions are developing at a high and medium level, and only in a few countries at a very high level.
In contrast, in the last group of countries according to the value of the development level measure, the
following countries were included in almost every analyzed year: Malta, Bulgaria, Latvia, Estonia and
Cyprus. The distant ranking of these countries may be due to their attachment to cash as the preferred
means of payment, or the lack of adequate legal regulations and government initiatives to support the
promotion of cashless forms of payment, as well as underdeveloped payment infrastructure and low
levels of use of modern technologies. The deterioration of Croatia's position in 2023 — last position in
the ranking is due to the lack of data provided by the country's national bank to the ECB on the number

of accounts and the number of ATMs.
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Summary

The study conducted to assess the level of development of cashless trading between 2019 and
2023 showed that European Union countries ranked similarly in each of the years analyzed. Germany,
France and Italy were among the leaders in terms of the development of cashless trading. The worst
ranked countries were Malta, Bulgaria, Latvia, Estonia and Cyprus. In addition, the study showed that
there were countries that improved their ranking year on year, such as Lithuania, Ireland, and Romania,
as well as those that deteriorated, such as Denmark.

The analysis of statistical data from various EU-27 countries allows for a comparison of the
level of development of non-cash transactions, the identification of leaders and the worst in the ranking
and provides a voice in the discussion in understanding the factors influencing these differences. The
information from the study can be of significant use to national central banks or payment organizations
and commercial banks that are interested in intensifying cashless solutions.
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OCENA POZIOMU ROZWOJU OBROTU BEZGOTOWKOWEGO W KRAJACH UNII EUROPEJSKIE)
W LATACH 2019-2023

STRESZCZENIE

Cel artykutu. Celem artykutu byto dokonanie oceny poziomu rozwoju obrotu bezgotéwkowego w krajach Unii
Europejskiej w latach 2019-2023. Sformutowano nastepujace pytanie badawcze — ktére kraje Unii Europejskiej
sg liderem, a ktére znajdujg sie na koricu rankingu pod wzgledem poziomu rozwoju obrotu bezgotéwkowego?

Metoda badawcza. Zrédtem danych na temat obrotu bezgotéwkowego byty dane statystyczne pochodzace
z bazy Europejskiego Banku Centralnego ECB Data Portal. Do stworzenia rankingu krajéw Unii Europejskiej pod
wzgledem poziomu rozwoju obrotu bezgotéwkowego wykorzystano metode porzgdkowania liniowego — metode
sum standaryzowanych.

Wyniki badan. Przeprowadzone badanie empiryczne z wykorzystaniem metody sum standaryzowanych
pozwolito na poréwnanie poziomu rozwoju obrotu bezgotéwkowego w krajach UE-27 oraz identyfikacje liderow
i opdznionych pod tym wzgledem. Wyniki badan dowiodty, ze w krajach UE-27 obrét bezgotéwkowy na ogét
rozwija sie na wysokim i srednim poziomie, Do lideréw pod tym wzgledem nalezaty Niemcy, Francja i Wiochy,
natomiast najgorsze pozycje w rankingu zajmowaty: Malta, Butgaria, totwa, Estonia i Cypr. Przyczyn sredniego
rozwoju obrotu bezgotdwkowego w tych krajach nalezy upatrywac w niedostatecznie rozwinietej infrastrukturze
ptatniczej, ograniczonej liczbie instytucji oferujgcych ustugi ptatnicze, ograniczonych inwestycjach w nowoczesne
technologie, a takze kulturze ptatnosci, co moze wynikac z tradycji przywigzania do gotéwki oraz braku zaufania
do bezgotéwkowych form ptatnosci. Ponadto brak odpowiednich regulacji prawnych i inicjatyw rzgdowych moze
wptywac na nizszg ich popularnosé.

Stowa kluczowe: obroét bezgotéwkowy, metoda sum standaryzowanych, instrumenty ptatnicze.
Kody JEL: E42, G21, G28.
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The purpose of the article. The publication aims to determine the extent to which changes in the use of e-banking
during the COVID-19 pandemic influenced the methods and scale of cyberscams in Europe (including Poland).
Additionally, it seeks to assess whether Polish banks conducted a proper information policy and were able to
practically implement the adopted solutions during the examined period.

Methodology. First, an analysis of the available literature, applicable laws, and reports from state institutions
was conducted. Then, security announcements from the five largest banks regarding cyberscams were examined.
Additionally, a case study of three different incidents was carried out, including a review of complaint and court
documentation.

Results of the research. The study demonstrates the growth and expansion of banking cyber scams in Europe
(including Poland) during the COVID-19 pandemic. The analysis of security alerts highlights the need for
improvements in the actions taken. Additionally, the case study points to the existence of systemic and
organizational shortcomings. These findings facilitated the identification of potential changes to reduce the scale
of the phenomenon. The obtained results may be useful for both researchers and practitioners working in the
banking or supervisory sector.
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Attacks on Polish Bank Customers During the Pandemic: Cyberscams and the Role

of Security Alerts

The Covid-19 pandemic forced humerous changes in the lives of residents of the Western world,
significantly accelerating the digitization of the economy, including the banking sector. Handling most
matters via phone, email, or dedicated applications has become the new normal, also in Poland
(Rybacka, 2023).

These changes did not go unnoticed by cybercriminals, who had already been exploiting human
naivety and lack of knowledge about modern technologies before the pandemic to fraudulently obtain
significant sums of money. The subject of the presented research is a significant portion of cybercrimes
committed against e-banking customers, specifically those that exhibit characteristics of fraud.

This publication aims to shed light on the issue of banking cyberscam in Poland in the context
of increasing cyber scam number in Europe, determine the impact of the pandemic on its scale, including
the evolution of fraud methods, and assess the security of e-banking in Poland. It is addressed to both
professional entities (regulators, banks, researchers) and e-banking customers. The conclusions drawn
from the study may contribute to improving the security of e-banking usage.

Considering the objectives of the publication, the following research hypotheses have been
adopted:

1. During the Covid-19 pandemic in selected European countries there was an increase and

development of e-banking cyberscam.

2. During the Covid-19 pandemic, the largest banks in Poland published public security alerts

about cybercrime threats at the same time.

3. During the Covid-19 pandemic in Poland there were no organizational problems limiting the

effectiveness of customer protection in case of cybercrimes.
Methodology

As part of the conducted research, a review of financial and legal literature, applicable legal
acts, and reports related to the security of banking sector and the fight against cybercrime was carried
out. As a result, the subject of the study was characterized, security-related obligations were identified,
and the impact of the Covid-19 pandemic on the scale of banking cyberscam in Europe (including
Poland) and its evolution in Poland were determined.

Next, an analysis was conducted on security communications published by the five largest banks
in Poland. These communications were evaluated quantitatively, categorized by year, and assessed for
their adequacy in relation to emerging scenarios of selected cyberscam cases (identified based on the
aforementioned review).

The final element of the study consisted of case studies of cyber scams committed against

e-banking customers during the Covid-19 pandemic in Poland. Based on the documentation related to
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criminal and civil proceedings, the exact mechanisms of committed crimes were determined, and

an assessment was made regarding whether they could have been prevented.
The Concept and Characteristics of Banking Cyber Scam

Crimes targeting e-banking can generally be divided into two categories: those directly affecting
banking systems and those impacting users (consumers) of e-banking services (Lotko, 2024). This
publication focuses on the second type of cybercrime.

For this reason, the term banking cyberscam will be understood as offenses committed to the
detriment of e-banking customers, penalized under article 286 § 1 of the Penal Code (Act of 6 June
1997) and classified as cybercrime. According to this provision, fraud is defined as an offense involving
the deception of a victim through fraudulent practices that create a false perception of reality (Kulik,
2022). Meanwhile, cybercrime refers to an illegal act directed against IT systems, in which a computer
is either a tool or the target itself (Stefanowicz, 2017).

Cyberscam can be committed in various ways. In the literature, these crimes are most often
characterized basing on the method used to gain access to e-banking. The most common types include
obtaining data that allows for banking transactions, using malware that enables banking operations
(Gornisiewicz et al., 2014), and scams that deceive the victim into performing the necessary banking
transactions themselves (Rynkowska, 2017).

Data theft can be carried out using various phishing methods, ranging from fraudsters
impersonating bank employees in phone conversations to advanced techniques involving redirection to
a fake online banking website that captures login credentials (Czyzak, 2016). More sophisticated form
of phishing is spearphishing, which involves creating personalized messages based on information
gathered about the victim (Konieczny, 2023).

Due to the wide range of phishing methods, various taxonomies of this phenomenon can be
found in the literature. Aleround & Zhou (2017) propose categorizing phishing according to the
following criteria:

e communication media (e-mail, website, messengers, social networks, blogs, mobile apps

etc.);

o target devices (personal PC, smart phones, voice and Wi-Fi Devices);

o attack techniques (methods of: attack initialization, data collection and system penetration);

e countermeasures.

Another method of data theft is spoofing, which originated as a technique for impersonating the
addresses of other Internet users (Radoniewicz, 2021). Today, it is just as frequently used to impersonate
another user of a telephone network, meaning that the victim believes they are receiving a call from
a trusted institution (Deng et al., 2018). Spoofing that involves disguising a phone number is referred to

as smishing (when SMS messages are used, e.g., containing links to malware) or vishing (when voice
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calls are used). These terms are combinations of the words SMS, voice, and phishing (Mangut &
Datukun, 2021).

The use of malicious software can take various forms, ranging from programs that capture the
data necessary for banking transactions to those that provide remote access to the victim’s computer
(Czyzak, 2016). This type of software is collectively referred to as malware (Stawinska, 2021).
However, for the purposes of this publication, the term will also include legitimate software, provided
that it was installed at the initiative of the perpetrators and used in an unlawful manner.

The scam mechanism relies on gaining the victim’s trust through traditional correspondence,
email, online services, or direct contact, persuading them to take specific actions (Rynkowska, 2017).
This type of cyberscam originates from the Nigerian scam, which became popular as early as the 1980s.
It involved sending messages in which a wealthy benefactor is claiming that he wants to transfer a large
sum of money to the recipient — but only after various fees were paid upfront (Dyrud, 2005).
Interestingly, the Nigerian scam mechanism is still actively used in Poland today (Leski et al., 2023).

Frauds that primarily rely on obtaining confidential information through human interaction
(manipulation) are referred to as social engineering attacks (Radoniewicz, 2021). Additionally
according to Salahdine & Kaabouch (2019), social engineering attacks can be categorized into the
following types:

¢ human based and computer based;

¢ or technical based, social based and physical based.

Increasingly, complex strategies that are emerging also incorporate elements of advanced
technical knowledge. A social engineering attack may include aspects of phishing, malware, or scam
(Gryszczynska, 2021).

Basic Obligations of Banks in e-Banking Security

One of the fundamental obligations of a bank is to ensure the security of e-banking customers,
although, naturally, the complete elimination of cybercrime is impossible (Lisowska & Wascinski,
2021). The fundamental provisions are contained in the Banking Law (Act of August 29, 1997). Pursuant
to Article 50 par. 2 thereof, “a bank shall exercise special diligence in ensuring the security of the funds
entrusted to it”. The aforementioned provision indicates that ensuring the security of entrusted funds is
one of the most significant obligations of a bank (Judgment of April 14, 2003), which should be
associated with strict authentication procedures for transactions on the account, even if they are
burdensome (Kociucki, 2020).

The European PSD2 directive is also of significant importance, as it imposes substantial
transaction security requirements on banks, such as the strong authentication procedure, while also
greatly enhancing consumer protection, for instance, through the procedure for reporting unauthorized

transactions. In the case of an unauthorized transaction being reported, the bank is obligated to promptly
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refund the lost amount unless there is suspicion of the customer's involvement in fraud (Paduszynka &
Pawlak, 2020). These regulations were implemented into the national law through the Payment Services
Act.

The scope of “special diligence” should be assessed, among other things, through the lens of
Recommendations issued by the Financial Supervision Authority under Article 137 point 5 of the
Banking Law and Article 102 point 2 of the Payment Services Act (Act of August 19, 2011). Among
these, particular importance is given to Recommendation D on the management of information
technology areas and the security of the IT environment in banks (Resolution No. 7/2013) and the
Recommendation on the security of online payment transactions executed by banks, national payment
institutions, national electronic money institutions, and cooperative savings and credit unions
(Resolution No. 584/2015).

Banks use transaction monitoring systems available on the market, provided by leading software
manufacturers. Such a system should detect changes in login locations, modifications in the usage
patterns of e-banking (navigation paths), excessively fast transaction execution, and unusual
transactions, such as international transfers, termination of all deposits, or the use of all available funds
(Iwaszczuk & Jarzecka, 2016).

The literature mentions several possible channels for reporting incidents, including a dedicated
email inbox, a designated section in online banking, encrypted and digitally signed emails, and the
bank's helpline (Iwaszczuk & Jarzecka, 2016).

The Growth of Bank Cyberscam during the Pandemic in Poland and Europe

The COVID-19 pandemic intensified the phenomenon of bank cyberscams, with criminals
developing fraud schemes based on fear and the desire for pandemic-related information (Stawinska,
2021), leading to large-scale fraudulent activities (Tang et al., 2021). Due to the lockdown, consumer
habits changed, including among older and less-educated individuals, who increasingly used e-banking
and the Internet, making them targets for specially designed cyberscams (Naeem & Ozuem, 2021).

The sudden increase in online activity was also accompanied by a significant rise in cybercrime
in Poland (Gryszczynska, 2021), including a noticeable increase in fraudulent transactions using
payment cards online in years 2018-2019 (Zalewska-Bochenko, 2023). This is confirmed by the rise in
crimes related to e-banking identified by law enforcement agencies and the number of incidents
classified by CERT as online fraud. However, it is important to note that such an increase was not
observed in incidents described by CERT as belonging to the banking sector (likely because only reports
directly related to banking systems are considered) or in the statistics provided by the Supreme Audit
Office (there is no known distinction between the classification of crimes according to NPH and SAO
data, while SAO figures pertain to reported crimes rather than confirmed ones). Also the number of

cybercrime incidents reported by CSIRT increased in analyzed period.
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A trend analysis was conducted, assuming a significance level of alpha = 0.1 due to the limited
study period (2018-2021). Based on the obtained p-values, it can be inferred that a trend is present in
the NPH, CERT (online fraud), and CSIRT data, however, the results are affected by a high margin of
error due to a low number of observations. In the case of CERT data for the banking sector, the trend
was not confirmed for reasons previously discussed. Similarly, the trend in card fraud data was not

confirmed, as it appears to be only a one-time increase. Detailed data is presented in Table 1.

Table 1
Data related to cybercrimes committed and reported in Poland in thousands

2018 2019 2020 2021 p-value
Confirmed crimes related to e-banking
. . 3,6 6,3 6,7 14,5 0,0889
(National Police Headquarters)
Online fraud reported to Police 37,79
. . - 48,12 49,44 _
(Supreme Audit Office) (50,38%)
Incidents handled described as banking
0,64 1,05 1,00 0,95 0,3845
sector (CERT Poland)
Incidents handled described as online fraud
1,88 4,08 8,31 25,47 0,0947

(CERT Poland)
Number of cybercrime incidents (CSIRT) 6,24 12,4 23,31 26,90 0,0164
Number of card frauds (Payment Systems

44,4 62,4 63,9 61,8 0,2458
Department)

* Only data for three quarters has been provided, and the number in parentheses represents

an estimated figure for the entire year, assuming the same quantity as in previous quarters.

Source: own work based on Boczon (2022), CERT (2018; 2019; 2020; 2021), NIK (2022), Zalewska-
Bochenko (2023), Statista (2024a).

A significant increase in online fraud was also observed in other major European countries
during the pandemic. It is important to note that the data obtained for France, Germany, and the United
Kingdom come from different sources with varying reporting methods and definitions of counted cases,
so they should not be compared between countries. In all cases, a substantial rise was recorded, with the
significance of the trend for France and Germany also confirmed by a low p-value. For these countries,
it seems that the increase during the pandemic was not as pronounced as in Poland. Meanwhile, the
United Kingdom recorded a similar rise to Poland, however, due to incomplete data (only three
observations), the calculation of the p-value was omitted. Detailed information is presented in Table 2.

An additional source of information may also be the Eurojust statistics on cooperation in
cybercrime cases. Here, too, a clear increase was observed: 2018: 99, 2019: 125, 2020: 174, and 2021:
188. The calculated p-value is 0.0198, which means that, given the adopted assumptions (along with the

indicated limitations), the parameter is statistically significant, and in this case, a trend is also present.
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Table 2

Number of online fraud incidents in France, Germany and United Kingdom (in thousands)

2018 2019 2020 2021 p-value
France 79,3 99,0 124,5 149,8 0,0017
Germany 66,28 78,2 105,0 113,0 0,0210
United Kingdom - 25,8 56,0 72,6 -

Source: own work based on Statista (2024b; 2024c; 2025).
Evolution of Bank Cyberscam during the Pandemic in Poland

During the pandemic, the number of cybercrimes not only surged dramatically but also gave
rise to innovative methods of cyberscams. Among these new tactics were shocking, but not true online
messages (e.g., about the number of infections), as well as mass-distributed SMS messages offering
access to a paid vaccine, a fake food support, or claims that the government had frozen funds for special
reserves — each time including a link to a fraudulent website or malicious software (CERT, 2020).

The further stages of the pandemic saw the emergence of additional fraud methods, among
which the following were particularly notable: fake applications spread via SMS, such as STOP COVID,
supposedly informing users about contact with infected individuals; mObywatel, allegedly allowing
access to a third dose of the COVID-19 vaccine; and parcel delivery apps, especially those imitating
InPost (CERT, 2021). Other scams included home quarantine (KNF, 2021) and the PKO BP Super
campaign, falsely advertised on social media as offering a 200 PLN bonus (CERT, 2020).

Existing fraud schemes were also enhanced, including the previously common bank helpline
scam, in which victims were persuaded to install malware or transfer money using Blik codes. During
the pandemic, criminals combined these manipulation techniques with vishing, making the bank’s actual
helpline number appear on the victim’s phone screen. Victims often verified the phone number, and its
authenticity increased their trust in the caller (Rzecznik Finansowy, 2021).

Particularly noteworthy is the rapid growth of cyberscam schemes based on various investment
opportunities, including fake investment platforms promising exceptionally high returns on
cryptocurrencies and, from the second half of 2021, fraudulent investment offers imitating well-known
companies, especially PKN Orlen. In both cases, victims were deceived through fabricated news articles,
made more convincing with numerous photos and statements from celebrities and prominent politicians.
After believing the content, victims provided their phone numbers to scammers and, following
a persuasive phone conversation, invested a small amount. Through continuous manipulation, they were
convinced to transfer additional funds and install remote-access software on their devices used for
e-banking (CERT, 2021).

The described modus operandi of criminals during the Covid-19 pandemic indicates the

development and significant complexity of methods used to defraud funds. Changes during the
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pandemic have led to crimes committed against e-banking customers relying predominantly on social
engineering and often incorporating elements of phishing (including spoofing), malware exploitation,

and scenarios typical of scams.
Analysis of Security Alerts Published by the Largest Banks in Poland

As part of the research, an analysis was conducted on security alerts published on the websites
of the five largest banks in Poland (based on total assets), namely PKO Bank Polski, Bank Pekao,
Santander Bank Polska, ING Bank Slaski, and mBank, during the period from 2018 to 2021. Only
warnings about potential cyberscams targeting customers were considered as security announcements,
regardless of the level of detail in the warning (technical information, such as changes in e-banking, was
excluded). A comprehensive summary of the results is provided in Table 3.

Table 3
Number of security alerts published on the website by the five largest banks in Poland in the years
2018-2021

PI%)OOll;aink Bank Pekao Sant?ﬁ:}ifank INgq?lznk mBank
2018 5 0 —* 10 11
2019 6 2 5 9 7
2020 17 6 15 6 12
2021 10 3 14 10 12

* Rebranding and website change at the end of 2018.

Source: own work.

A diverse approach to publishing security notices is evident among the analyzed banks,
particularly in the case of Bank Pekao, which significantly lags in terms of the number of notices (it also
lacked a visible section dedicated solely to security updates). Notably, there was an increase in the
number of published notices during the Covid-19 pandemic — 26 notices were published in 2018, 29 in
2019 (24 excluding Santander Bank Polska), 56 in 2020 (41), and 49 in 2021 (35). This observed trend
appears to support findings regarding the rise in cyberscam cases during the pandemic.

It should be emphasized that a bank's website is not the only channel used for communicating
security announcements. Banks can also display alerts during logging in, send messages to users, and
more. Additionally, in cases of recurring cyberscam schemes, instead of publishing a new notice, banks
may simply update a previous one (for example, ING Bank Slaski highlights certain notices as “Top
Threats”).

As the next element of study, six characteristic bank cyberscam scenarios were selected, which,

according to the analyzed reports, emerged or reached a significant scale during the pandemic. The study
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further analyzed if and when the examined banks issued announcements regarding these threats. The

detailed dates are presented in Table 4.

Table 4
Publication of the first security alerts regarding selected cyberscam scenarios in the years 2018-2021

(the five largest banks in Poland)

PKO Bank Santander ING Bank

Polski Bank Pekao 1 polska $laski mBank
Bank helpline fraud* - 11.12.2020 21.09.2021 03.09.2019 05.11.2020
Paid vaccine - - 16.03.2020 25.03.2020 -
Funds blockage 13.03.2020 - 16.03.2020 25.03.2020 14.03.2020
Food support - - 16.03.2020 25.03.2020 14.03.2020
Fake inpost app - - - 01.07.2020 27.01.2021
Cryptocurrency scam 04.09.2020 05.02.2020 14.07.2020 10.02.2020 28.01.2020

PKN Orlen scam - _ _ _ _

* Only announcements regarding the potential use of vishing.

Source: own work.

The first selected scenario was the so-called bank helpline scam, focusing solely on its latest
version, which relies on deceiving victims through vishing. This choice was made due to the significant
role that phone number confirmation plays in the effectiveness of the manipulation. As a result,
numerous notices published by PKO Bank Polski were excluded, as none of them mentioned the
possibility of vishing; instead, they merely encouraged verifying the caller by dialing the official
helpline number. For the remaining four banks, warnings about this scam were published over a period
of two years.

Cyberscam schemes related to the early days of Covid-19 in Poland were also identified. These
included fraudulent SMS messages falsely informing recipients about faster vaccinations for a fee,
blocked funds allocated to a special reserve, and food support due to the pandemic. The first
announcement was issued by PKO Bank Polski on March 13, 2020, but it only addressed SMS scams
related to fund blocking. The following day, mBank published an announcement, providing a detailed
description of the fund-blocking messages while mentioning the food support scam only briefly in
a single sentence. Three days later, Santander Bank Polska released a statement covering all three scam
types. ING Bank Slaski also warned against all three scams, but on March 25, 2020, whereas Bank
Pekao did not issue any warning. A similar cyberscam scheme was also analyzed — one based on SMS
messages claiming that a package was waiting for pickup at an InPost parcel locker. Only two banks
issued warnings about this scam: ING Bank Slgski on July 1, 2020, and mBank on January 27, 2021 —
half a year later.

The last group consisted of fraudulent investment offers, specifically the so-called

cryptocurrency scam and the PKN Orlen scam. All of the analyzed banks issued announcements about
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the cryptocurrency scam, with mBank being the first to do so on January 28, 2020, and PKO Bank Polski
being the last, nearly nine months later, on September 4, 2020. However, none of the banks issued
warnings about the PKN Orlen scam, possibly due to their earlier communications on investment-related
cyberscam.

It can also be perceived that, in the case of the analyzed cyber fraud scenarios, there is a potential
relationship between the publication of security alerts and the nature of the bank’s dominant owner.
Banks controlled by the State Treasury published only two alerts each, while banks controlled by the
public sector published five or six alerts. However, this may be merely an apparent correlation related
to the selection of the analyzed scenarios, especially since, in terms of the overall number of security
alerts, a lower number is observed only in the case of Pekao.

Cyberscams Committed during the Pandemic in Poland — Case Studies

The final part of the research consisted of case studies of three specific cyberscam incidents
committed during the pandemic. The analysis was based on information from official documents issued
by law enforcement authorities, correspondence between the victims and their banks, and documents
submitted as part of mediation proceedings before the Financial Ombudsman or civil court proceedings.
To maintain the anonymity of the victims, the timeframe of each crime was limited to indicating the
guarter in which it occurred, and the financial loss was rounded to the nearest PLN 5,000. Each victim
was a customer of a different bank, and in all cases, the dispute between the victim and the bank remains

ongoing. A short summary of the analyzed cases is presented in Table 5.

Table 5

Basic information on the examined cases of cyberscams

Case A B C
Quarter Q1 and Q2 of 2020 Q3 0f 2021 Q4 of 2021
Detriment 80.000 PLN 50.000 PLN 40.000 PLN
Scenario cryptocurrency scam bank helpline scam bank helpline scam
Methods scam, phising, malware vishing vishing, malware

funds in bank account,

funds in bank account, funds from other bank ac-

Source of funds funds in bank account,

online loans online loans
counts
Method of physical withdrawals and
. transfers to foreign banks deposits using Blik codes transfers to domestic banks
taking funds (ATM)

Source: own work.

Case A involves a cryptocurrency scam. In the first quarter of 2020, the victim, encouraged by
a mobile advertisement, created an account on a fraudulent investment platform, unknowingly installing

an application that enabled remote access. Initially, they deposited a small amount in euros, which was
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allegedly “lost” in full. Several months later, the victim received a call from a fake investment consultant
claiming that an automated trading system had generated a significant profit. A few days later, the
consultant informed the victim that the funds were available for withdrawal and advised them to
simultaneously open the investment platform and log in to their online banking. Within a short period,
multiple transactions were carried out, including signing two online loan agreements, maxing out a credit
card twice, and making two euro transfers to a foreign bank account. An attempt was also made to
transfer funds directly from the credit card, but it failed due to exceeding the credit limit. These
transactions drained all available funds from the victim’s account. They were executed by the bank
without additional verification, relying solely on SMS codes, resulting in a total financial loss of
approximately 80,000 PLN. The bank’s online banking expense analysis service categorized these
transactions as unspecified financial expenses and household bills.

The victim realized the crime the following day, immediately notifying the bank and filing
acriminal complaint. However, no funds were recovered, and the criminal investigation was
discontinued due to the perpetrators remaining unidentified. The victim had never previously taken out
online loans or made transfers of such high amounts. The only prior foreign transfer victim had executed
was the initial small deposit to the fraudulent investment platform. The transactions carried out by the
cybercriminals were clearly characteristic of fraudulent activities described in the literature and should
have been flagged by the bank’s fraud detection system, as outlined in the Security Recommendation
(Recommendation 10), rather than being misclassified. The bank rejected all complaints filed by the
victim, who was left repaying the fraudulent loans for over four years. In 2024, a court ruled that
the bank was liable for all unauthorized transactions, and in 2025 the refund from the bank of the
majority of the remaining disputed amounts.

Case B, a cyberscam based on the bank helpline scam, is particularly notable because the crime
was carried out solely through vishing and advanced social engineering, without the use of any malware.
In the third quarter of 2021, the victim was contacted by a fake bank consultant. The victim verified the
helpline number on the bank’s website and reviewed the bank’s security announcement, none of which
mentioned the possibility of vishing. The fraudster also possessed extensive personal information about
the victim, including full name, bank account number, and details of authorizations for other bank
accounts. The scammer informed the victim that an attempted hack had been detected on all accounts,
including an attempt to take out a loan. To protect funds, the scammer instructed the victim to:

e change transaction limits;

o transfer all funds from various accounts into a main account;

¢ Visit a bank branch with a cash deposit machine.

Following further instructions, the victim withdrew money from an ATM and deposited it into
a cash deposit machine using Blik codes, allegedly transferring the funds to a “special reserve account”

for security reasons. As a result of multiple transactions, the victim lost a total of PLN 50,000.
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The victim’s actions were interrupted by a bystander, who immediately accompanied them to
the police. The victim and the witness attempted to contact the real bank helpline, but were only able to
get through after a significant delay. The police accepted the criminal complaint, and a criminal court
convicted minor accomplices (while the main perpetrators were never identified). The victim managed
to recover approximately 1/4 of the lost amount from them. Regardless of the method using Blik codes
to transfer funds, the case suggests that if a vishing warning had been available on the bank’s website,
the victim likely would not follow the scammer’s instructions. Additionally, the victim suspects that
personal data was leaked from the bank.

Crime committed in case C was also based on the bank helpline scam scenario, but in this
instance, the fraudsters additionally used malware. In Q4 2021, the victim was contacted by a fake bank
consultant (using vishing) who informed them about an alleged attempt to hack their account. The
scammer then convinced the victim to install and activate a remote access application, which allowed
the fraudsters to take out an online loan and execute six transfers to three different accounts, totaling
PLN 50,000. The bank processed all transactions without any additional verification, leading to the
complete drainage of the victim's account.

During the call with the fake consultant, the victim went to a bank branch, where employees
advised them to end the conversation. The bank staff spent over 30 minutes trying to contact
headquarters, eventually deciding to send the information via email. As a result, they managed to block
PLN 5,000, which was later returned to the victim after the criminal case was discontinued. However,
the bank rejected all complaints. Similar to Case A, the fraudulent transactions carried out by
cybercriminals matched patterns well-documented in financial fraud literature and should have been
detected by the bank’s security system. Additionally, concerns arise regarding:

¢ whether the bank had adequate procedures for handling such incidents;

o the extent to which bank employees were familiar with those procedures.

A lawsuit against the bank is currently ongoing.
Conclusion

A significant portion of the analyzed data for Poland indicates that during the COVID-19
pandemic, there was a substantial increase in cybercrimes targeting online banking customers. This rise
is particularly evident in data provided by the National Police Headquarters, the number of online fraud
incidents handled by CERT, and the number of cybercrime incidents reported by CSIRT. Additionally,
in these cases, the existing trend was statistically confirmed.

Not all of the analyzed data confirmed this phenomenon. A particularly surprising inconsistency
arises between the number of reported online fraud cases (Supreme Audit Office) and the number of
confirmed crimes related to e-banking, as well as online fraud incidents handled by CERT. Given that

these events appear similar, an increase should also be observable in SAO data. Unfortunately, the
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precise methodology behind the SAO-released data remains unknown, including the specific types of
crimes recorded and the counting methods used. Furthermore, data from banking sector incidents and
card fraud indicate that the rise in cybercrime is not linked to an increased number of attacks reported
by banks or a higher use of payment cards.

A similar phenomenon is also observed in the major European countries included in the study.
The number of online fraud incidents increased in all examined countries, namely France, Germany,
and the United Kingdom. Additionally, in the case of the first two countries, a statistical analysis
indicates a high significance of the trend (p-value of 0.02 or lower, while for the United Kingdom, the
lower number of observations affects statistical significance). Thus, 1% hypothesis has been positively
verified.

The analysis of security alerts indicates that Poland's largest banks lacked a unified policy for
publishing such announcements, with significant differences observed between institutions. Notably,
there were also big time discrepancies in warnings about the same cyberscams schemes published by
different banks (even more than one year). The examined banks fulfilled their information obligations
to varying degrees, meaning that at least some did not take all necessary actions immediately. As a result,
2" hypothesis has been negatively verified.

Additionally, the case studies revealed deficiencies in existing security measures, particularly:

o the lack of effective systems for detecting fraudulent transactions, including wrong

categorization of transactions (household bills etc.);

e problems with reaching bank hotlines in case of emergency;

¢ inadequate employee training at bank branches resulting in failure to take fast and appropriate

action.

For this reasons 3" hypothesis has also been negatively verified.

The research results indicate that during the pandemic, the number of crimes increased
drastically, both in Poland and across Europe. Enhanced customer education policies were essential.
Moreover, considering the significant inconsistencies in banks' security alerts, the development of
a centralized system for disseminating security-related information warrants consideration. It also
became essential to enhance fraud detection systems, even at the cost of reducing the convenience of
online banking (even like wider transaction delays for high-risk transfer). Finally, modifications to
existing procedures are necessary to ensure an immediate response to scam reports. This requires not
only raising employee awareness (including appropriate training programs) and improving system
infrastructure but also implementing better procedures, such as dedicated fraud hotline or specialized

in-app feature for reporting cyberscams.
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ABSTRACT

The purpose of the article. The aim of this article is to provide a comprehensive bibliometric analysis of the
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Analiza bibliometryczna badan nad ESG

Temat artykulu zwiazany jest z coraz cze$ciej styszanym i uzywanym skrotem ,,ESG”. Zarowno
konsumenci, przedstawiciele biznesu, jak i spoleczno$¢ akademicka podejmuje tematy zwigzane
z wptywem dziatalnos$ci przedsigbiorstw na $rodowisko (environment), spoteczenstwo (social) i tad
korporacyjny (governance), czyli trzy gléwne elementy koncepcji ,,ESG”. Koncepcja ta zwigzana jest
bezposrednio ze spoteczng odpowiedzialnoscia biznesu — ,,CSR”, tak wigc w dalszej czesci artykutu
postanowiono dokona¢ przegladu definicji zwigzanych z powyzszymi pojeciami, a takze nakresli¢ ich
praktyczne implikacje i trendy dotyczace ich wykorzystania. Pierwsze proby zdefiniowania poje¢ z tych
obszaréw podjat H.R. Bowen w roku 1953. Praca pt. ,,Social Responsibility of the Businessman” (1953,
S. 6) definiowata CSR jako ,,(...) zobowigzanie przedsi¢biorcy do prowadzenia polityki, podejmowania
decyzji i podgzania za takimi kierunkami dziatania, ktére beda pozadane jako cele i warto$ci naszego
spoteczenstwa”. Definicja ta pokazuje, ze przedsiebiorstwo powinno analizowac otoczenie, w ktorym
funkcjonuje i dostosowywac swoje dziatania do potrzeb spoteczenstwa. Definicja zmienia perspektywe
postrzegania przedsi¢biorstw — nie sg to odizolowane jednostki nastawione wylacznie na
maksymalizacje zysku, ale pewnego rodzaju elementy systemu spoteczno-gospodarczego, majace
realny wplyw na jego aktualny obraz. Praca Bowena zapoczatkowata dyskusje wsrdd przedsiebiorcow,
ale takze naukowcow, ktorzy rozwijali kwestie wplywu dziatalnos$ci firm na otoczenie i zwigzang z tym
odpowiedzialno$¢. W dalszych badaniach i opracowaniach definicje ujmowaly CSR od strony relacji
i struktury organizacji, konkretnych zasad, az w koncu koncepcji zarzadzania i strategii organizacji

(Misztal, 2024).

Tabela 1
Definicje CSR

Autor Definicja

H.R. Bowen (1953) Zobowigzanie przedsigbiorcy do prowadzenia polityki, podejmowania
decyzji i podazania za takimi kierunkami dziatania, ktore beda pozadane
jako cele 1 warto$ci naszego spoteczenstwa.

R.E. Freeman (1984) Zbior relacji migdzy grupami, ktore maja udzial w dziataniach
sktadajacych si¢ na biznes.

D.J. Wood (1991) Sktada sie z trzech zasad: korporacyjnej odpowiedzialnosci spoteczne;j,
odpowiedzialnosci publicznej i uznaniowosci kierownictwa.

M. Blowfield (2005) Koncepcja zarzadzania, w ramach ktdrej przedsigbiorstwa integruja
kwestie spoteczne i srodowiskowe w dziatalnosci i interakcjach
z interesariuszami.

A.McWiliams, D.S. Siegel, Strategiczne dzialania CSR mozna uznaé za inwestycje dlugoterminowe,
P.M. Wright (2006) ktore mogg przynie$¢ zwrot finansowy.

J. Dymowski, M. Szymanska Sposdb, w jaki tworzymy zyski, a nie czy si¢ nimi dzielimy (...) oraz
(2009) strategia zarzadzania oparta na wieclowymiarowych relacjach.

A.B. Carroll (2016) CSR to polityki, praktyki i strategie, ktore uwzgledniajg interesariuszy.

Zrédto: opracowanie wiasne.
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Wspotczesnie CSR jest czesto kojarzone z dzialaniami marketingowymi, budowaniem
wizerunku firmy, w tym z nieuczciwym ,,wybielaniem” znanym jako greenwashing. Krytycy CSR
podkres$laja duze zrdéznicowanie definicji i dowolno$¢ rozumienia CSR. Adam Zadroga twierdzi, ze
pojecie CSR nie ma jasno wyrazonej treSci, ani ostro wyznaczonego zakresu (2013, s. 189).
W odpowiedzi na ta krytyke wytonito sie pojecie zdecydowanie lepiej dookreslone i konkretnie
zarysowane — ESG. Wybrane definicje akronimu przedstawiono w tabeli 2. Widoczna jest zdecydowana
wielowymiarowos¢ koncepcji. ESG postrzegane i definiowane jest w kontekscie inwestycji i budowania
portfela, tworzeniem modeli biznesowych i strategii, budowania wartosci firmy, a takze zarzadzania

ryzykiem.

Tabela 2
Definicje ESG

Autor Definicja

P. Matos (2020) Uwzglednienie aspektow srodowiskowych, spotecznych i tadu
korporacyjnego w decyzjach dotyczacych portfela inwestorow.

S.L. Gillian i in. (2021) ESG odnosi si¢ do sposobu, w jaki korporacje i inwestorzy integrujg kwestie
srodowiskowe, spoleczne i zwigzane z fadem korporacyjnym w swoich
modelach biznesowych. ESG wydaje si¢ by¢ bardziej ekspansywna

terminologia niz CSR.

M. Cicirko (2022) ESG pomaga ustala¢ poszczegolne cele strategiczne zgodnie z czynnikiem
srodowiskowym, spotecznym i fadem korporacyjnym.

B. Domanska-Szaruga Czynniki wptywajace rOwniez na warto$¢ przedsigbiorstwa, na podstawie

(2011) ktorej okresla si¢ rozwoj i ocenia efektywne zarzadzanie w perspektywie
dtugookresowej.

A. Lewis (2023) ESG oparte na ryzyku uznaje, ze czynniki sSrodowiskowe, spoteczne i tad

korporacyjny moga stanowi¢ istotne ryzyko dla dziatalno$ci, finansow
i reputacji firmy.

X. Feng i N.M. Saleh (2024) Ryzyka ESG odnosza si¢ do ryzyk powigzanych ze srodowiskowymi,
spotecznymi i korporacyjnymi dziatalnosciami biznesu. (...) Ryzyka te moga
podwazy¢ wiarygodnos¢ firm w zakresie dziatalnosci ESG, stanowigc
powazne zagrozenie dla ich reputacji i wyceny.

Zrodto: opracowanie wlasne.

Aby zobrazowaé praktyczny wymiar koncepcji ESG w kontekscie inwestycji przedstawiono
dane z polskiego rynku inwestycyjnego. Przygotowany przez GPW raport, bazujacy na grupie
badawczej sktadajacej si¢ z m.in. makleroéw, analitykow gietdowych, 0sdb zarzadzajacych funduszami
inwestycyjnymi oraz reprezentantami wybranych firm konsultingowych wskazuje, ze 84%
ankietowanych uwzglednia dane ESG w procesach decyzyjnych, a kolejne 3% zamierza tak robi¢
W ciggu najblizszych 2 lat. Ponadto dla 81% profesjonalnych inwestordéw, spotki, ktore posiadaja
wdrozong strategie ESG sg postrzegane jako podmioty o nizszym ryzyku (Kisluk & Wisniewski, 2022).
Potwierdza to nie tylko definicje P. Matosa przez praktyke rynkowa, ale rowniez odwotuje si¢ do

pozostatych definicji, wspominajac o istotnosci strategii zrownowazonego rozwoju dla inwestorow,
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a takze okreslaniu ryzyka dla dzialalno$ci jednostki, a tym samym ryzyka inwestycji. Kolejne dane
z polskiego rynku wskazuja, ze rowniez firmy widza zasadno$¢ implementacji koncepcji ESG
W organizacji; wedlug badania przygotowanego przez Polskie Stowarzyszenie ESG, Bank
Gospodarstwa Krajowego 1 grupe PFR w roku 2023 w Polsce juz 44% badanych firm posiadato strategie
ESG (dla porownania w roku 2022 warto$¢ ta wynosita 20%). Motywacje firm do tego typu dziatan sa
roézne i obejmuja powody wizerunkowe, ale rowniez wymogi kontrahentéw czy wymogi inwestorow —
rysunek 1. Jednak najwigkszy wzrost migdzy 2022 a 2023 rokiem widoczny jest przy odpowiedzi
»samodzielna decyzja” co wskazuje na rosnaca s$wiadomos¢ i che¢ wdrazania zrownowazonych praktyk
przez sam biznes. Koncepcja ESG jest szczegolnie istotna dla instytucji finansowych, jak zauwaza Krol
(2023), wplywa na ich reputacje, atrakcyjno$¢ w oczach klientéw oraz zdolno$¢ do pozyskiwania
kapitatu. W obliczu rosngcego nacisku regulacyjnego i spotecznego, banki, w tym banki spotdzielcze,
muszga dostosowac swoje strategie do wymagan zwigzanych z ochrong srodowiska, odpowiedzialnoscia
spoteczng i fadem korporacyjnym. Integracja zasad ESG w dziataniach bankow nie tylko zwigksza ich
konkurencyjno$¢, ale takze odpowiada na zmieniajace si¢ oczekiwania rynku, w tym potrzebe
transparentno$ci oraz dbalo$ci o zrownowazony rozwoj. Zapoznajac si¢ z powyzszymi danymi
jednoznacznie mozna stwierdzi¢ zasadno$¢ definicji M. Cicirko, a takze S.L. Gilliana — firmy

wykorzystuja koncepcje ESG do tworzenia strategii i modeli biznesowych.

Rysunek 1
Powody wdrozenia ESG w badanych firmach w 2022 i 2023 roku

wymaog pozyskania finansowania
(bankifinwestorzy)

samodzielna decyzja

wymaog kontrahentow

powody wizerunkowe

szanse na rozwadji lepszy odbidr przez
klientow

0% 10% 20% 30% 40% 50% 60% 70%

2023 m2022

Zrodto: Polskie Stowarzyszenie ESG (2024).

Ocena dziatalno$ci przedsigbiorstwa jest procesem ztozonym i wieloetapowym — W znacznym
stopniu opartym na danych finansowych. Jednak jak zauwazaja MacNeil i Esser (2022) wyniki
finansowe w ocenie przedsigbiorstw powinny by¢ faczone z analiza dokonan pozafinansowych. Jest to

twierdzenie niezwykle istotne w kontekscie definicji ESG przedstawionej przez P. Domanska-Szaruge,
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jednak zaglebiajac sie w temat wplywu czynnikow ESG na wartos¢ firmy okazuje sie, ze jest to temat
nadal nie przebadany na tyle, aby stawiac jasne i pewne tezy. Jak wskazuja raporty i analizy, firmy,
ktore wdrazaja rozwiazania ESG, ciesza si¢ wigkszym zainteresowaniem inwestorow. Sa one bardziej
odporne na destabilizacje, a dodatkowo w perspektywie $rednio- i dlugoterminowej redukujg koszty —
mechanizm ten szczegdtowo zostat zobrazowany w modelu przygotowanym przez Szczepankowskiego
—rysunek 2. Tym samym przedsi¢biorstwa zwigkszaja swoja wycene rynkowa (KPMG, 2023). Jednak
jak zauwaza Szczepankowski mechanizm aczacy ESG z CFP i wartoscig firmy nie zostal dotychczas
wyjasniony. Najczesciej w literaturze przedmiotu wskazuje si¢ na dwie koncepcje teoretyczne, majace
wyjasnia¢ proces tworzenia wartosci przez czynniki ESG; hipoteza Portera (Kudtak, 2010) i teoria
interesariuszy Freemana (Woéjcik-Karpacz, 2018; Habek, 2009; Soin, 2016). Zgodnie z pierwsza z nich,
przedsigbiorstwa w obliczu wymagan srodowiskowych optymalizujg zarzadzanie zasobami, wdrazajg
innowacje technologiczne, organizacyjne i produktowe, co bezposrednio przeklada si¢ na przewage
konkurencyjng i wzrost wartosci. Freeman (1984) twierdzi z kolei, ze oczekiwania interesariuszy powinny

by¢ jedynym determinantem ksztaltujacym strategie budowania wartosci i konkurencyjnosci firmy.

Rysunek 2

Model tworzenia wartosci przedsiebiorstwa w strategii zrownowazonego rozwoju
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Zrédto: Szczepankowski (2023).

Podsumowujac, wigkszo$¢ badan i raportow potwierdza pozytywne skutki wdrazania ESG dla
budowania wartosci firmy w dlugim terminie. Badania probujace doktadnie opisa¢ mechanizm

i powigzanie ESG z CFP i wzrostem wartosci nie wyjasnity doktadnie tego zjawiska.
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Ostatnie dwie definicje przedstawione w tabeli 2 ujmuja ESG od strony zarzadzania ryzykiem.
ESG postrzegane wtasnie w ten sposdb nie funkcjonuje tylko w badaniach i dyskusjach akademickich,
ale jest realna i coraz powszechniejsza praktyka. Przede wszystkim wymuszaja to nowopowstajace
regulacje np. dyrektywa CSRD, ktora z dniem 6 grudnia 2024 r. zostala zaimplementowana do polskiego
prawa w Ustawie o zmianie ustawy o rachunkowosci, ustawy o biegtych rewidentach, firmach
audytorskich oraz nadzorze publicznym oraz niektdrych innych ustaw. Zgodnie z ustawg sprawozdanie
zroéwnowazonego rozwoju musi zawiera¢ opis odpornosci modelu biznesowego i strategii jednostki na
ryzyka zwigzane z ESG, szczegdtowy opis najwazniejszych ryzyk i sposobow zarzadzania nimi. Jednak
ESG w kontekscie ryzyk srodowiskowych, spotecznych i z obszaru governance nie nalezy postrzegac
wylacznie przez pryzmat wymogow prawnych, ale rowniez jako praktyke zalecang przez firmy
doradcze. Jak podaje PwC (2025), integracja czynnikow ESG z systemem zarzadzania ryzykiem
pozwala skuteczniej identyfikowa¢ i monitorowaé kluczowe zagrozenia, a takze wdraza¢ bardziej
efektywne rozwigzania. Ponadto, zwigksza transparentno$¢ przedsigbiorstwa oraz jego tancucha
wartos$ci, co sprzyja dlugoterminowej stabilnosci. W rezultacie organizacje nie tylko minimalizujg
ryzyko, ale takze wzmacniajg zaufanie interesariuszy, co stanowi fundament ich konkurencyjnosci
w dlugim terminie.

Celem niniejszego artykutu jest wskazanie luk badawczych poprzez przeprowadzenie
kompleksowej analizy bibliometrycznej literatury na temat ESG, w kontek$cie nauk o ekonomii
i finansach, na podstawie zasobow z bazy Web of Science (WoS). Wybodr bazy Web of Science (WoS)
do przeprowadzenia analizy bibliometrycznej zostal dokonany ze wzgledu na jej wysoka jakosc,
rygorystyczne kryteria indeksacji oraz szerokie uznanie w $srodowisku naukowym. WoS oferuje dane
0 publikacjach z renomowanych, recenzowanych czasopism naukowych, co przektada si¢ na wysoka
wiarygodno$¢ analiz bibliometrycznych. Ponadto, baza ta zapewnia dostep do rozbudowanych
metadanych (takich jak cytowania, afiliacje, autorzy, stowa kluczowe), ktore sa niezbedne do
przeprowadzenia zaawansowanych analiz naukometrycznych.

Narzedzie Bibliometrix (i jego interfejs graficzny Biblioshiny) zostalo wybrane ze wzgledu na
swojg kompatybilnos¢ z WoS oraz szeroka funkcjonalno$¢. Bibliometrix umozliwia m.in. analize¢
cytowan, map wspotwystepowania stow kluczowych, analiz¢ wspodtautorstwa czy identyfikacje
kluczowych Zrédet publikacji. Co istotne, jest to rozwigzanie typu open-sSource, CO zapewnia
transparentno$¢ i mozliwos¢ replikacji wynikow. Wedtug Mongeon i Paul-Hus (2015) wyniki badan
bibliometrycznych prowadzone w oparciu o bazy WoS i Scopus moze prowadzi¢ do innych wynikow
badan, w szczegdlnosci w zakresie nauk spotecznych i humanistycznych.

W niniejszej pracy wykorzystujemy narzgdzie Bibliometrix (Aria i Cuccurullo, 2017), ktore
umozliwia systematyczne badanie struktury i dynamiki wiedzy w tej dziedzinie. Analiza ta ma na celu
nie tylko przedstawienie aktualnego stanu wiedzy, ale takze dostarczenie inspiracji i wytyczenie

kierunkow dla przysztych badan.
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Metodologia

Sposrod 12 465 dokumentéw zgromadzonych w bazie WoS z fraza , ESG”, 4499
wyselekcjonowano jako odpowiadajace kategoriom Business Finance, Management, Business
i Economics z lat 2006-2024. Roczna stopa wzrostu liczby publikacji wynosi 38,83%, co wskazuje na
dynamicznie rosnace zainteresowanie ta tematyka. Srednia liczba cytowan na dokument wynosi 23,22,
a przecietny wiek publikacji to 3,23 roku, co potwierdza aktualno$¢ analizowanych badan.

Analizowane publikacje pochodzg z 874 zrodet (czasopism, ksigzek itp.) 1 zawieraja tacznie
133 919 odwotan bibliograficznych. W zakresie stow kluczowych zidentyfikowano 3 397 Keywords
Plus! oraz 8 940 stow kluczowych nadanych przez autoréw. Autorami publikacji jest 10 044 badaczy,
Zczego 512 to autorzy publikacji jednoautorskich. W sumie zidentyfikowano 617 dokumentow
jednoautorskich, natomiast $rednia liczba wspétautoréw na publikacje wynosi 2,93, co sugeruje
umiarkowany poziom wspdlpracy naukowej. Wspodtautorstwo migdzynarodowe stanowi 30,21%
wszystkich publikacji.

Pod wzgledem typow dokumentéw dominujg artykuly naukowe (3 634), a takze m.in. prace
przegladowe (117), materiaty konferencyjne (158), materiaty redakcyjne (79) i inne mniej liczne formy
(np. ksiazki, rozdzialy w ksiazkach, korekty, recenzje ksigzek).

Zebrane dane stanowig solidng podstawe do identyfikacji trendow, kluczowych tematow
badawczych oraz potencjalnych luk w dotychczasowej literaturze, co zostanie omowione w kolejnych

czesciach artykutu.
Wyniki

Rysunek 3 przedstawia liczb¢ nowych publikacji dotyczacych tematyki ESG (Environmental,
Social, and Governance) w latach 2006-2024. Z danych wynika, ze liczba publikacji rosta w sposob
znaczacy, zwlaszcza w ostatnich latach, co odzwierciedla rosnace zainteresowanie tematyka
zrbwnowazonego rozwoju, odpowiedzialnosci spotecznej oraz zarzadzania s$rodowiskowego
w kontekscie biznesu.

W poczatkowych latach liczba publikacji byta stosunkowo niska, zaledwie 5 w 2006 roku,
a W kolejnych latach wzrastata stopniowo — w 2007 roku opublikowano 4 artykuty, a w 2008 roku juz
7. W 2012 roku liczba publikacji wzrosta do 48, a w 2013 do 62, co $wiadczy o rosnagcym
zainteresowaniu tematyka ESG w §rodowisku naukowym.

Znaczacy wzrost liczby publikacji zaczat si¢ w 2015 roku, kiedy to opublikowano juz 92
artykuty. W ciagu kolejnych lat liczba publikacji rosta szybko, przekraczajgc 100 w 2018 roku, a w 2019
roku osiagajac 162. Rok 2020 byt kluczowy dla badan nad ESG, kiedy to liczba nowych publikacji
wyniosta 209, a w 2021 roku wzrosta do 284.

1 Keywords Plus to specjalny zestaw stéw kluczowych automatycznie generowanych przez Web of Science na podstawie
tytutow publikacji cytowanych w danym artykule, a nie tylko na podstawie tytulu czy abstraktu samego artykutu. Innymi stowy,
sa to dodatkowe terminy powiazane tematycznie z tre$cig publikacji, ktore pomagaja rozszerzy¢ zakres wyszukiwania.
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Rysunek 3
Liczba nowych publikacji dotyczgcych ESG
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Zrddto: opracowanie wlasne.

Najbardziej dynamiczny wzrost liczby publikacji nastapit w latach 2022-2024. W 2022 roku
liczba nowych publikacji osiggneta 580, a w 2023 roku wyniosta 829. Liczba nowych publikacji na
2024 rok to 1 836, co stanowi ogromny wzrost w poréwnaniu z wczesniejszymi latami. Wzrost ten moze
wskazywac na rosngce globalne znaczenie kwestii ESG, ktore stajg si¢ coraz bardziej centralnym

tematem badan naukowych w obszarze zarzadzania, finansow, etyki i zréwnowazonego rozwoju.

Tabela 3

Wiodgce czasopisma w zakresie badan nad ESG

Liczba Miejsce w rankingu

Czasopismo publikacji AJG 2024 Wydawca
Finance Research Letters 329 2 Elsevier
Corpora_te Social Responsibility and 218 1 John Wiley & Sons
Environmental Management
Business strategy and the Environment 154 3 John Wiley & Sons
International Review of Financial Analysis 130 3 Elsevier
Research in Inter_natlonal Business and 100 2 Elsevier
Finance
Journal of Sustainable Finance & 90 1 Taylor & Francis
Investment
International Re\_/lew of Economics & 70 2 Elsevier
Finance
Journal of Business Ethics 54 3 Springer
Applied Economics Letters 51 1 Taylor & Francis
Energy Economics 51 3 Elsevier

Zrédto: opracowanie wlasne.
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Tabela 3 przedstawia wiodace czasopisma naukowe w zakresie badan nad ESG, uwzgledniajac
liczbe publikacji, miejsce w rankingu AJG 2024 oraz wydawce poszczegolnych czasopism. Czasopisma
te r6znig si¢ oceng w systemie AJG, ktory przyznaje oceny w skali od 1 do 4*, gdzie najwyzszg oceng
jest 4*. Na czotowej pozycji w rankingu AJG 2024 znajduje si¢ Corporate Social Responsibility and
Environmental Management, z 218 publikacjami, ktore otrzymato ocen¢ 4. Drugie miejsce zajmuje
Finance Research Letters (329 publikacji, Elsevier), ktore takze uzyskato oceng 4. Na trzeciej pozycji
znajduje si¢ Business Strategy and the Environment, z 154 publikacjami i ocena 3. Kolejne czasopisma,
takie jak International Review of Financial Analysis (130 publikacji) oraz Research in International
Business and Finance (100 publikacji), uzyskuja oceng 2, co réwniez $§wiadczy o ich znaczeniu
w badaniach nad ESG. W tabeli wyrézniono czasopisma wydawane przez renomowane wydawnictwa,
takie jak Elsevier, John Wiley & Sons, Taylor & Francis oraz Springer, co podkresla ich

miedzynarodowy zasieg oraz wptyw na rozwoj badan w tej dziedzinie.

Rysunek 4
Autorzy najwiekszej liczby artykutow o ESG

Leroux Marie-Louise
Cormier Denis
Drouin Nathalie
Serafeim George
Buallay Amina
Racicot Francois-Eric
Magnan Michel
Fortin Anne

Eccles Robert G

Coen Alain

25
Zrodto: opracowanie wiasne.

Analiza liczby publikacji autoréw zajmujacych si¢ tematyka ESG wskazuje na zréoznicowany
poziom aktywno$ci naukowej wsrod badaczy. W zestawieniu wyroznia si¢ Marie-Louise Leroux, ktora
opublikowata 22 prace, oraz Denis Cormier z 21 publikacjami. Kolejne miejsca zajmujg Nathalie Drouin
(17 publikacji), George Serafeim (16), Amina Buallay (14), a takze Frangois-Eric Racicot i Michel
Magnan — po 13 publikacji.

Nieco nizszg aktywno$¢ wykazali Anne Fortin, Robert G. Eccles oraz Alain Coen, z dorobkiem
po 12 prac naukowych kazdy. Cho¢ réznice w liczbie publikacji sg relatywnie niewielkie (zakres 12—
22), zestawienie to pozwala zidentyfikowaé kluczowych autoréw i wskazuje na pewne osrodki

intensywnie zaangazowane w rozwoj badan nad ESG.
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Rysunek 5

Mapa tematow badan z zakresu ESG

performance
cost
information

returns
funds
markets

firm performance
directors
environmental performance

risk
investment
market

Development degree
Density)

volatility
stocks
connectedness

corporate social-responsibility
impact
governance

Relevance degree
(Centrality)

Zrbdto: opracowanie wiasne.

Rysunek 5 przedstawia mape tematyczng publikacji z bazy Web of Science (WoS),
koncentrujacych si¢ wokot zagadnien z zakresu zrownowazonego rozwoju korporacyjnego, wynikow
finansowych i zarzadzania. Tematy podzielono na klastry, analizujac je pod katem centralno$ci
(centrality) — czyli znaczenia danego zagadnienia w sieci powigzan — oraz gestosci (density), rozumianej
jako poziom rozwinigcia i dojrzatosci danego tematu w literaturze. O$§ pozioma reprezentuje
centralno$¢, natomiast pionowa — gestos¢ danego zagadnienia.

W prawym goérnym rogu znajdujg si¢ tematy dobrze rozwinigte i kluczowe dla badanego
obszaru, czyli ,,performance”, ,cost”, ,jinformation” oraz ,innovation”. Sg one zaréwno silnie
powigzane z innymi terminami, jak i intensywnie badane, co wskazuje na ich centralng rol¢ w literaturze
dotyczacej efektywnosci, innowacyjnosci oraz analizy kosztow w kontekscie ESG.

Lewy gorny rog, zawierajacy tematy niszowe, reprezentowany jest przez zagadnienia takie jak
,volatility”, ,,stocks” czy ,,connectedness”. Pomimo duzej gesto$ci, majg one mniejsze znaczenie
W 0go6lnej sieci tematycznej, co sugeruje, ze sg to dobrze rozwinigte, lecz bardziej specjalistyczne watki.

W prawym dolnym rogu znajdujg si¢ tematy podstawowe — o wysokiej centralnosci, ale nizszej
gesto$ci — takie jak ,,corporate social responsibility”, ,,impact”, ,,governance” i ,disclosure”. Ich
obecno$¢ wskazuje na znaczenie tych zagadnien w literaturze i szerokie powigzania z innymi tematami,
przy jednoczesnej potrzebie dalszego rozwijania badan w tym zakresie.

Lewy dolny rég reprezentuje tematy o niskiej centralnosci i stabym rozwinigciu, np. ,,returns”,
»markets”, , price” czy ,,investments”. Zagadnienia te moga by¢ uznane za wschodzace lub marginalne
w aktualnym nurcie badawczym.

Analiza wskazuje, ze tematy zwigzane z ,,performance” oraz ,.cost” petnig kluczowa role

w literaturze, koncentrujac si¢ na ocenie efektywnosci oraz aspektach ekonomicznych dziatalnosci
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przedsiebiorstw. Wysoka centralno$¢ tematéw zwigzanych z CSR i zarzadzaniem sugeruje ich
strategiczne znaczenie i potencjal do dalszych badan interdyscyplinarnych, taczacych ekonomig,

zarzadzanie 1 zrOwnowazony rozwoj.

Rysunek 6
Klastry tematyczne badan z zakresu ESG
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Zrbdto: opracowanie wiasne.

Analiza klastrow w obszarze finanséw i1 rachunkowo$ci, zaprezentowana na rysunku 6,
umozliwia identyfikacje gtownych nurtow tematycznych dominujacych w literaturze naukowe;j.
Klasteryzacja oparta zostata na wspotwystepowaniu stow kluczowych oraz analizie cytowan lokalnych,
z zastosowaniem wskaznika MNLCS? Wartosci wskaznika cytowan znormalizowanych dla
dokumentow zostaty zestawione z indeksem centralnosci wedtug Callona, co pozwolito na okreslenie
zarowno wptywu, jak i istotnosci poszczegolnych tematow.

Pierwszy klaster koncentruje si¢ na zagadnieniach zwigzanych z ujawnieniami niefinansowymi,
praktykami zréwnowazonego rozwoju oraz ich wplywem na warto$¢ rynkowa i wyniki finansowe
przedsigbiorstw. Artykuty nalezace do tej grupy podejmuja tematyke zwigzang z raportowaniem ESG,
relacjami migdzy spoleczng odpowiedzialno$cig biznesu a efektywnoscig operacyjng, a takze oceng
wplywu czynnikéw Srodowiskowych i spotecznych na ryzyko kredytowe i1 koszt kapitatu. Badania
skupiaja si¢ zaréwno na konteks$cie rynkoéw rozwinigtych, jak i wschodzacych, analizujgc m.in.
efektywnos$¢ wdrazania standardow zrownowazonego raportowania w chinskich przedsigbiorstwach.
Wsrod analizowanych autorow znajduja si¢ m.in. Tsang, Frost i Cao (2023), Rau i Yu (2024), Guo,
Bian, Zhang i Ji (2024), Chiaramonte, Dreassi, Girardone i Pisera (2022) i Bissoondoyal-Bheenick,

2 Mean Normalized Local Citation Score to wskaznik bibliometryczny stuzacy do oceny wptywu cytowan publikacji
w kontekscie okreslonego zbioru artykutow, czyli tzw. ,,lokalnej” grupy badawczej, tematu lub dziedziny (Aria i Cuccurullo,
2017).
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Brooks i Do (2023). Wartos¢ wskaznika MNLCS dla tego klastra utrzymuje si¢ na stabilnym poziomie,
co sugeruje konsekwentne zainteresowanie badaczy wptywem czynnikéw ESG na decyzje inwestycyjne
1 strategie finansowg firm.

Drugi klaster obejmuje tematyke zwigzana z odpowiedzialno$cig spoteczng, zrownowazonym
rozwojem 1 etyka w kontekScie finanséw i rachunkowosci. Kluczowymi pojeciami sa tu ,,CSR”
(Corporate Social Responsibility), ,,sustainability”, ,.ethics” i ,,disclosure”. Artykuty nalezace do tego
klastra czesto analizujg wpltyw ujawnien niefinansowych i praktyk odpowiedzialnosci spotecznej na
wyniki przedsiebiorstw, ich reputacj¢ oraz dostgp do kapitatu. Wysoki wskaznik cytowan, jak np.
w przypadku publikacji Drempetic, Klein i Zwergel (2020) czy Fatemi, Glaum i Kaiser (2018),
swiadczy o duzym zainteresowaniu tg tematyka w srodowisku naukowym. Centralnos¢ tego klastra jest
umiarkowana, ale rosngca, co wskazuje na jego istotne, cho¢ jeszcze nie dominujace miejsce
w dyskursie akademickim.

Trzeci klaster skupia si¢ na problematyce zwigzanej z efektywnoscia, zarzadzaniem wynikami
1 praktykami operacyjnymi w kontekscie finansow korporacyjnych. Artykuly z tego klastra koncentruja
si¢ na modelach oceny wydajnos$ci, pomiarach produktywnos$ci oraz analizie czynnikdw wptywajacych
na skuteczno$¢ zarzadzania finansami w przedsigbiorstwach. W obrebie tej grupy znajduja si¢ zardwno
badania ilo$ciowe, jak i jako§ciowe, a wérdd cytowanych autoré6w pojawiajg sie m.in. Bhaskaran, Ting,
Sukumaran i Sumod (2020), Ademi i Klungseth (2022) i Jain i Tripathi (2023). Wskazniki MNLCS dla
tego klastra wykazuja tendencje wzrostowa, co odzwierciedla zwigkszajace si¢ zainteresowanie badaczy
skutecznoscia procesow zarzadczych w warunkach niepewnosci rynkowe;.

Czwarty Kklaster taczy zagadnienia zwigzane z rynkami wschodzacymi, finansami
migdzynarodowymi oraz instytucjonalnym kontekstem decyzji inwestycyjnych. Publikacje przypisane
do tej grupy poruszaja kwestie adaptacji praktyk zarzadzania finansowego w niestabilnym lub
dynamicznie zmieniajagcym si¢ otoczeniu, szczegdlnie w krajach rozwijajacych si¢. Czesto
pojawiajacymi si¢ pojeciami sg ,,emerging markets”, ,.institutional quality” oraz ,,foreign investment”.
Autorzy analizuja wplyw uwarunkowan kulturowych, regulacyjnych i politycznych na strategie
finansowe firm. Cho¢ centralnos$¢ tego klastra jest relatywnie nizsza w porownaniu z wczesniejszymi,
to jego wptyw mierzony MNLCS wskazuje na rosngce znaczenie w globalnym kontekscie badawczym.
Do artykutéw wpisujacych si¢ w ta tematyke sg m.in. Bagh, Fuwei i Khan (2024), Bagh, Zhou, Alawi
i Azam (2024), Bolognesi i Burchi (2023), De Villiers (2022) i Nam, Bilgin i Ryu (2024).

Podsumowujac, analiza klastrow tematycznych wujawnia istotne rdznice w zakresie
podejmowanej problematyki, jak rowniez stopnia wplywu poszczegdlnych zagadnien na rozwoj
literatury z obszaru zarzadzania finansowego. Szczegdlnie wyrdzniajg si¢ tematy zwigzane z CSR
I zrownowazonym rozwojem, ktorych znaczenie wciaz ro$nie w odpowiedzi na wyzwania wspolczesnej
gospodarki. Klastry te nie tylko wyznaczaja kierunki dalszych badan, ale rowniez sygnalizuja

zmieniajace si¢ priorytety w praktyce zarzadzania finansami w ujeciu globalnym.
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Rysunek 7
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Zrddto: opracowanie wlasne.

Rysunek 7 ilustruje sie¢ wspotwystepowania, czyli strukturg tematyczng badan wokot ESG.
Centralng cze$¢ sieci (czerwony klaster) tworza pojecia takie jak ,.csr”, ,,performance”, ,impact”,
»governance” 1 ,disclosure”, ktére petnig funkcje gtownych weztdow laczacych pozostale terminy.
Obszar ten odzwierciedla dominujacg tematyke zwigzang z wptywem odpowiedzialnosci spotecznej na
wyniki i zarzadzanie firma. Z lewej strony widoczny jest zielony klaster, skupiony wokot terminow
takich jak ,,risk”, ,,investment”, ,,market” czy ,,returns”, wskazujacy na tematy finansowe i inwestycyjne
w kontekscie CSR. Na dole, niebieski klaster obejmuje pojecia zwigzane z rdéznorodno$cig pici
i strukturg zarzadcza (,,gender diversity”, ,,directors”, ,,women”), tworzac odrgbng, cho¢ powigzang
sciezke badan. Wielko$¢ weztéw odzwierciedla ich znaczenie w sieci, a wyrazna gesto$¢ potaczen
w centrum wskazuje na silng integracje tematow zwigzanych z odpowiedzialno$cia spoleczng

i wynikami firm.
Whnioski

e ESG to wiclowymiarowa koncepcja obejmujaca inwestycje, tworzenie i modyfikacje¢ strategii
przedsigbiorstw, rozwdj modeli biznesowych, zarzadzanie ryzykiem oraz wycene firmy. Przeglad
literatury ukazat wiele mozliwych perspektyw postrzegania koncepcji ESG, a takze wykazat obszary
wymagajace dalszych badan i wyjasnien — mechanizm laczacy czynniki ESG z wynikami
finansowymi.

o ESG jest bardziej szczegdtowa, ustandaryzowang i lepiej okreslona koncepcja niz CSR, oferujaca
jasne wytyczne w zakresie zarzadzania ryzykiem, inwestycji i zrownowazonego rozwoju. Jak

twierdzi S.L. Gillian i in. (2021) ESG jest bardziej ekspansywng terminologig. Krytycy CSR mowig
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o duzej dowolnos$ci rozumienia tego pojecia, a takze zroznicowaniu definicji (Zadroga, 2013). Mozna
wiec uznac, ze ESG jest odpowiedzig na ta krytyke.

e Wzrost znaczenia ESG jest napedzany nie tylko przez oczekiwania spoteczne, ale takze przez
regulacje prawne i wymagania inwestorow. Unijna dyrektywa CSRD wprowadza regulacje
dotyczace raportowania zrownowazonego rozwoju, tworzac przy wspotpracy z EFRAG europejskie
standardy raportowania zrownowazonego rozwoju. Coraz wigcej polskich firm wdraza strategie
ESG, motywujac swoja decyzje wymogami kontrahentéw, inwestoréw, ale réwniez z przyczyn
niezaleznych od czynnikéw zewnetrznych (Polskie Stowarzyszenie ESG, 2024).

e Firmy implementujace strategie ESG sa postrzegane jako podmioty o nizszym ryzyku
inwestycyjnym i wigkszej odporno$ci na destabilizacj¢. Jak wskazuja badania GPW 81%
profesjonalnych inwestorow, postrzega spétki, ktore posiadajg wdrozong strategic ESG jako
podmioty o nizszym ryzyku (Kisluk & Wisniewski, 2022).

e Mimo pozytywnych korelacji miedzy ESG a wartoscia firmy, mechanizm taczacy ESG z wynikami
finansowymi (CFP) pozostaje nadal niejednoznaczny i wymaga dalszych badan. Jak zauwazaja
MacNeil i Esser (2022), ocena dziatalnoSci przedsiebiorstwa nie powinna opiera¢ si¢ wylgcznie na
danych finansowych, lecz takze na analizie aspektow pozafinansowych, w tym czynnikow ESG.
Cho¢ wedlug KPMG (2023) firmy wdrazajace strategie ESG zyskuja na zainteresowaniu
inwestoréw, sg bardziej odporne na destabilizacje i w dtuzszym okresie redukuja koszty, to — jak
wskazuje Szczepankowski (2023) — brak jest jednoznacznego i powszechnie akceptowanego modelu
wyjasniajacego sposob, w jaki ESG przeklada si¢ na poprawe¢ wynikéw finansowych i wzrost

wyceny przedsigbiorstwa.
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The Relationship Between ESG Scores and Net Profit Growth in the Light of Factors

Determining It

Enhanced net profits directly translate into an increased enterprise value, a primary objective
for any business. Comprehending the causal link between ESG characteristics and financial outcomes
is crucial for validating the efficacy of ESG investing. Shifts in a company's ESG profile can serve as
valuable financial indicators. Moreover, ESG ratings can be effectively integrated with political
benchmarks and financial analyzes.

Three primary channels transmit the influence of ESG information on company valuations and
performance: cash flow, risk, and valuation (Giese et al., 2019). The Cash Flow Channel: High ESG
scores are associated with lower perceived risk, leading to decreased capital costs, higher valuations,
and improved financial performance. Improved ESG conditions directly benefit company cash flows,
positively impacting overall performance. Stakeholder attitudes significantly influence cash flows.
Positive stakeholder sentiment, driven by strong ESG performance, mitigates cash flow risk. However,
excessive ESG expenditures, particularly in developing countries, may deter investors (Gregory, 2022;
Dash & Sethi, 2024; Cheng & Feng, 2023). The Risk Channel: High ESG ratings indicate better risk
management across various dimensions, including systemic, regulatory, supply chain, product,
technology, litigation, reputational, and physical risks (Starks, 2009). While operational risks are
commonly addressed in research, ESG considerations encompass a broader spectrum of risks.
Companies with strong ESG scores exhibit lower stock price volatility, suggesting a reduced specific
risk. However, negative ESG news can significantly impact firm volatility (Sabbaghi, 2022; Bax et al.,
2023). The Valuation Channel: High ESG scores lead to higher valuations due to lower capital costs.
Reduced risks enable companies to secure cheaper debt and equity financing. Increased transparency in
internal processes and management, driven by strong ESG practices, enhances investor confidence
(Shad et al., 2020; Ramirez et al., 2022). While some studies suggest that ESG expenditures can increase
costs and reduce a company value (Chen et al., 2023), the overall impact on valuation is generally
positive. The relationship between ESG reporting and financial performance is complex and subject to
ongoing debate. While some argue that the relationship is not causal or that ESG research methodologies
have limitations, there's growing consensus on the importance of ESG considerations for businesses.
Stakeholders, including investors, consumers, employees, and governments, increasingly prioritize ESG
factors. This growing demand necessitates a comprehensive understanding of the interplay between
ESG and financial performance for both investors and companies.

This article examines the increase in a firm value resulting from profitability growth, analyzed
through an ESG lens. A key factor influencing profitability and, consequently, a firm value, is the cash
conversion cycle. This cycle reflects the efficiency of converting assets into cash. Key components
include a current ratio, total asset turnover, net profit margin, and sales. Effective cash conversion cycle

management ensures a rapid conversion of assets into cash, consistent sales growth with controlled costs,
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and improved net profit margins, all indicative of strong operational efficiency (Chang, 2018; Dogan &
Kevser, 2020). Investors typically expect high total asset turnover and net profit margins, while favoring
lower current ratios and current liabilities to inventory ratios. High current ratios may indicate excessive
idle assets, potentially hindering profitability. Similarly, high current liabilities to inventory ratios
suggest high dependence on suppliers, increasing the risk of delayed payments and potential disruption
to operations. The effect of firm size on profitability is debated. While larger companies enjoy greater
revenue opportunities, they also incur higher costs, potentially limiting profit growth. Ultimately, a well-
managed cash conversion cycle, driven by efficient operations and effective financial management, is
crucial for maximizing firm value and achieving sustainable growth. This article aims to investigate the
factors influencing profit growth, with a specific focus on the impact of Environmental, Social, and
Governance (ESG) policies. The study seeks to empirically test the hypothesis that strong ESG
performance contributes to increased profit growth. By examining both overall ESG scores and the
individual contributions of environmental, social, and governance factors, this research aims to advance
the understanding of the relationship between ESG and financial performance. The article consists of an
introduction, literature review, description of data and research methods, research results, discussion

and conclusions.
Literature Review

The literature on profit growth and the impact of ESG policy on the value determined by a profit
growth, among others, continues to develop. Kalsum (2023) analyzed factors influencing the increase
in profits in banking sector on the Indonesia Stock Exchange in 2015-2020. It was found that Net
Interest Margin has a significant positive impact on earnings growth and banks that manage their
interest-bearing assets efficiently and generate higher net interest margins achieve a greater profit
growth. ROA has a significant positive impact on earnings growth. The higher the ROA, the greater the
company's efficiency in generating profits using its assets, which translates into a higher profit growth
(Kalsum, 2023).

Andriani and Setiawati (2024) used data from the annual financial statements of 30 selected
companies in Indonesia. They found that CR has a positive impact on earnings growth. A high CR means
a stable financial situation of the company and the ability to effectively manage finances, which
translates into better risk management and investment decisions. Total Asset Turnover showed
a negative impact on earnings growth. This suggests that merely improving the efficiency of using assets
to generate sales does not always translate into a proportional increase in profits. It is possible that
companies use low prices to increase sales, which reduces profit margins. Sales growth has a direct and
positive impact on profit growth. Increasing sales without a proportional increase in operating costs
leads to an increase in net profit. Additionally, sales growth’s long-term impact on profit growth comes

from building customer loyalty and increasing market share. The analysis showed a negative impact of
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company size on profit growth. Large companies may have higher operating costs due to their scale,
which can limit profit growth. Factors having no significant influence in that research include Inventory
coverage ratio and Net Profit Margin (NPM) (Andriani & Setiawati, 2024).

Endri et al. (2020) analyzed factors influencing the growth of profits of companies from the
food and beverage sector listed on the Indonesia Stock Exchange (IDX) in 2014-2018. They found that
the higher the Total Asset Turnover ratio, the more effectively the company's assets are used to generate
sales, which translates into higher profits. Moreover, a high net profit margin indicates a company's
effectiveness in managing costs and generating sales profits. Sales growth, supported by effective
management, leads to an increase in the company's revenues and profits. On the other hand, it was found
that some factors influenced net profit margin growth in a negative way and a high Current Ratio may
indicate an excessive amount of current assets that are not being used effectively in the company's
operations, which can lead to a decline in profits. A high Current Liabilities Coverage Ratio indicates
a company's high dependence on suppliers and a high level of short-term debt, which may generate high
interest costs and reduce profits (Endri et al., 2020).

Danbolt et al. (2011) found that earnings growth has a significant impact on a company's value.
According to the Miller-Modigliani model (1961), the value of a company can be divided into the value
of fixed assets and the value of growth opportunities (Miller-Modigliani, 1961). The value of growth
opportunities is the net present value (NPV) of future investment projects. Earnings per share (EPS)
growth is a more reliable indicator of a company's value than growth in sales, assets, or equity. An
increase in EPS indicates that the company is implementing profitable projects with a positive NPV.
However, it should be remembered that an increase in profits alone does not guarantee an increase in
the company's value. Investments may be misdirected, made for reasons other than shareholder interests,
or high profitability may attract competition, resulting in lower profits in the long run. Although earnings
growth is an important factor in a company's value, it is not the only factor that should be taken into
account. Other factors such as capital structure, dividend policy and risk management also play an
important role (Danbolt et al., 2011).

The study of Cherkasova and Nenuzhenko (2022) examined the impact of ESG investments on
the financial performance of multinational companies in seven regions: North America, Latin America,
Western Europe, Eastern Europe, the Middle East and Africa, developing Asia and developed Asia. It
was found that the region in which a company is based affects the relationship between financial
performance and investments in ESG projects. Moreover, companies in North America, Developing
Asia, and Developed Asia benefit from ESG investing. It was also found that Eastern European
companies demonstrate effective ESG implementation, likely due to their proximity to Western Europe.
Companies in the Middle East, Africa, and Latin America do not see significant benefits from
implementing ESG. It was also found that internationalization leads to a positive relationship between
ESG activities and the financial performance of companies in Developing Asia and Developed Asia.

Internationalization does not affect this relationship for North American and Western European firms.
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Internationalization negatively affects the relationship between ESG activities and the financial
performance of companies in the Middle East, Africa, and Latin America. ESG initiatives lower the
credit ratings of companies in Latin America, North America, and Developed Asia. Internationalization
mitigates this negative effect for firms in North America and Developed Asia. Multinational companies
in Developing Asia are improving their credit ratings by engaging in ESG projects. For Western
European companies, ESG initiatives increase credit ratings, but internationalization weakens this
positive effect. For companies in the Middle East and Africa, internationalization produces an inverse
relationship between ESG initiatives and credit rating. ESG practices do not have a significant impact
on the credit rating of Eastern European companies. It was concluded that Latin American companies
face significant challenges when implementing ESG projects and should receive support from more
developed regions. Investors interested in companies actively participating in ESG should consider
multinational companies based in Emerging and Developed Asia or North America (Cherkasova &
Nenuzhenko, 2022).

Zhou et al. (2022) analyzed the relationship between ESG performance, financial performance,
and market value of listed companies on the stock exchange in China. The study focuses on whether
improving ESG performance translates into an increase in a company's market value, and if so, how
financial performance plays a mediating role in this process. It was found that improving ESG scores
contributes to increasing a company's operational capabilities but does not have a significant impact on
its profitability and ability to grow but improving ESG results helps increase the company's market
value. Operational ability is one of the most important factors mediating the impact of ESG results on
the company's market value (Zhou et al., 2022).

Giese et al. (2019) focused on three areas within the standard discounted cash flow (DCF) model
related to ESG: the cash flow channel, the idiosyncratic risk channel, and the valuation channel.
Companies with a high ESG score are more competitive, which translates into higher profitability and
higher dividends. Examination of data from 20072017 confirmed that companies with the highest ESG
ratings were characterized by higher profitability and paid higher dividends compared to companies
with the lowest ratings. The authors argue that companies with strong ESG ratings have better risk
control and compliance standards, leading to fewer major incidents such as fraud, embezzlement,
corruption, or lawsuits. As a result, companies with high ESG ratings are characterized by lower
idiosyncratic risk, which translates into lower share price volatility. Companies with the highest ESG
ratings had lower volatility and kurtosis of stock returns compared to companies with the lowest ratings.
A strong ESG profile leads to higher valuations through a lower systematic risk and a lower cost of
capital. Companies with high ESG ratings are less susceptible to market shocks, which translates into
lower beta and lower cost of capital. Companies with the highest ESG ratings had lower beta, higher
price-to-book (P/B) ratios, and higher price-to-earnings (P/E) ratios compared to companies with the

lowest ratings (Giese et al., 2019).
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Pérez et al. (2022) indicated that companies that do not incorporate ESG aspects into their
business strategies risk losing public trust, which could lead to a decline in value in the long run. Ignoring
the growing importance of ESG factors, such as climate change, the impact on markets, or the health
and safety of suppliers, may lead to an incorrect assessment of the market situation and make it difficult
to achieve long-term goals. Companies, especially those with a significant impact on the environment
(e.g., high-emitting industries) that delay implementing ESG principles until "perfect” data and "error-
free" rating systems are developed, may lose their raison d'étre in the next 20—30 years. While there is
no clear evidence that high ESG ratings translate into better financial performance, companies that show
improvement in these rankings often achieve higher shareholder returns compared to their competitors
(Pérez et al., 2022).

Lubis and Rokhim (2021) presented the results of a study conducted on 52 companies listed on
the Indonesia Stock Exchange (IDX) between 2015 and 2019 and found that ESG disclosures hurt
companies' financial performance. This means that the better a company was at disclosing ESG
information, the worse its financial performance. There are several potential explanations for this
phenomenon as the costs of ESG implementation. Shareholders may perceive ESG disclosures as an
additional cost that does not provide direct financial benefits. Companies from sectors with a high
environmental impact may incur significant costs in adapting to new standards. The study also found
that a company's competitive advantage has a positive but statistically insignificant effect on the
relationship between ESG disclosures and company performance. This means that competitive
advantage may amplify the positive impact of ESG disclosures on performance, but this effect is not yet
clear (Lubis & Rokhim, 2021).

Oprean-Stan et al. (2020) found that there are companies for which compliance with ESG
principles brings benefits, but there are also those for which it generates costs without bringing tangible
benefits. It is more likely that companies that adopt ESG will succeed than that adopting ESG will make
them successful. Investors can make profits by investing in ESG-compliant companies during
transitional periods, but this will result in lower returns in the long term. Research on the impact of ESG
on companies' financial performance is inconclusive and the relationship between them is weak. Markets
are more likely to punish companies that do not meet ESG standards than to reward those that do
(Oprean-Stan et al., 2020).

Cornell and Damodaran (2020) concluded that there is no clear evidence that high ESG ratings
automatically translate into better financial results for companies. Companies that effectively implement
shared value strategies can achieve better results, benefiting both society and their shareholders. There
are successful companies that do not rank at the top of ESG rankings. Investors should focus on
analyzing specific ESG factors relevant to a given industry and company strategy, rather than relying
on general ESG rankings. Companies often do not report the economic benefits resulting from
implementing ESG, which makes it difficult for investors to assess their impact on financial results
(Cornell & Damodaran, 2020).
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Porter et al. (2019) focused on the relationship between reporting non-financial data, including
ESG factors, and companies' financial, market, and sustainable growth performance. It analyzed 50
companies included in the STOXX Europe 50 index in 2013-2020. It was found that there is no clear
evidence of a positive relationship between reporting non-financial data and companies' financial
performance, despite research suggesting such a correlation. Improper management of ESG factors,
especially social aspects, harms companies' financial results. Managing environmental and social
aspects in the context of ESG has a positive impact on the sustainable development of companies. No
relationship was found between non-financial reporting and sustainable growth, ESG risk and market
performance, or involvement in controversial events and financial and market performance (Porter et al.,
2019).

Data and Methodology

The data originates from the S&P Global database, which, beyond financial information,
evaluates companies on their sustainability performance (availability, quality, relevance,
and performance) using a 0-100 scale. This database, aimed at assessing ESG risks, opportunities, and
impacts, is built through company disclosures, media and stakeholder analysis, modeling techniques,
and the S&P Global Corporate Sustainability Assessment (CSA). S&P Global's ESG scoring offers
a quantitative evaluation of a company's sustainability performance, mainly derived from their CSA.
This scoring system assesses companies across environmental, social, and governance criteria,
employing a double materiality lens to capture both the company's impact on the world and how ESG
factors affect its financial well-being. Scores range from 0 to 100, indicating how effectively a company
manages its ESG risks and opportunities compared to its industry counterparts. Companies taken into
consideration include public non-financial entities in a legal form of shareholder companies traded on
a European stock exchanges.

To examine the relationship between ESG scores and net profit growth, ESG scores, assets,
intangible assets, ROA, ROE, debt/assets, and net profit growth variables are selected. While examining
this relationship, the Environmental score, social score, Governance score, as well as the total scores of
ESG, are considered separately to evaluate the impact of different factors and make policy
recommendations accordingly. In selecting these variables, studies in the literature analyzing the
relationship between ESG scores and profitability and firm value are used. To reveal this relationship,
which is known to occur through three transfer channels called cash flows, risk, and valuation, the
factors affecting the cash conversion cycle are discussed in the analysis. In this way, it is aimed to
evaluate the impact that the positive perception of companies with high ESG scores by investors,
consumers, and employees will have on the financial performance of the company. This study is
conducted with the expectation that this perception would have a positive impact on the growth of the

company's net profit. The framework guiding this study is illustrated below.
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Figure 1

The relationship between ESG scores and profit growth
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Source: own research.

In the analysis, Developed Europe data from the S&P Global dataset is used. To increase the
reliability of the analysis and minimize data loss, data from 238 companies whose data are accessible
between 2013 and 2023 are used. Profit growth can be determined by many variables. Variables selected
for this study include the profitability of assets and equity capital, the size of enterprises, their
innovativeness, capital structure and the level of ESG, also divided into subgroups regarding
environmental activity, social activities and the corporate governance. In the research part, the

hypotheses shown below is verified.

For total ESG;

NPGI =+ BIROEOi + BzROAoi + BgESGoi + B4D/A0i + BSIAOi + BGHAOi + Sit

For ESG pillars;

NPG; = a + B1ROEg; + B,ROA; + B3Egi + B4D/Agi + BslAgi + BellAg; + €j¢
NPG; = a + B1ROEg; + B2ROA(; + B3So; + BaD/Agi + BslAgi + BellAgi + &t
NPG; = a + B;ROEg; + B,ROA(; + B3Goj + BaD/Agi + BslAgi + BellAgi + &t

where: NPG — net profit growth; ESG — ESG score; ROE — return on equity; ROA — return on
assets; E — environmental score; S — social score; G — governance score; IA — Assets (log); A —

intangible assets (log); D/A — debt/asset ratio.

Table 1 presents the statistics of the analyzed variables.
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Table 1

Variable statistics

Variable Mean Median Minimum Maximum
ESG 59.2640 58.0000 7.00000 94.0000
E 61.9704 64.0000 6.00000 100.000
S 56.1296 55.0000 5.00000 97.0000
G 60.5196 59.0000 7.00000 94.0000
Assets 168,966,000 20,074,300 564.823 3,044,030,000
Intangible Assets 7,493,600 2,064,250 0.000000 186,814,000
ROA 5.45259 3.58700 -114.309 2599.00
ROE 12.6908 10.9905 -920.192 596.786
Net Profit Growth 27.4442 6.87730 -100.726 978.400
Debt/Asset 0.223722 0.208032 —-0.000240615 7.63747
Variable Std. Dev. C.v. Skewness Ex. Kurtosis
ESG 18.5934 0.313739 -0.0207028 -1.13730
E 22.4395 0.362100 -0.310439 -0.918620
S 20.2945 0.361565 0.0442582 -1.12022
G 17.6322 0.291347 -0.0455660 -1.06658
Assets 389,310, 2.30407 3.89615 17.9164
Intangible Assets 16,335,600 2.17994 6.07322 49.4972
ROA 52.0840 9.55216 49.0980 2442.67
ROE 37.9265 2.98849 -4.19149 224.740
Net Profit Growth 106.501 3.88063 3.99004 22.2680
Debt/Asset 0.307669 1.37523 11.9763 255.483
Source: own research.
Results

The results of the research that has two stages are presented below. First, the effect of
information about companies' total ESG scores on the net profit growth is examined. Subsequently, the
environmental, social, and corporate impacts that constitute ESG are evaluated separately. In this way,
it is attempted to determine which ESG factor companies should focus on to improve their financial
performance. It has been observed which of these factors all stakeholders — investors, consumers,
suppliers, and government — react more to, and suggestions have been made for companies and investors.

The heteroscedasticity-corrected OLS model is used in this analysis. In the analysis, OLS is
applied for the heteroscedastic model instead of OLS, which assumes that the variance of the error term
is constant (Westort, 2010).

Table 2 presents a model in which, in addition to the classic variables determining net profit

growth, the ESG indicator was taken into account.
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Table 2
ESG Score — Net Profit Growth: Heteroskedasticity-corrected OLS Model

Coefficient Std. Error t-ratio p-value
const —-15.93 25.0609 —0.6356 0.52508
ROE 0.0740662 0.0633846 1.1685 0.24274
ROA 0.678092 0.337526 2.0090 0.04467 fal
LA 3.47522 1.86353 1.8649 0.06235 *
I_IA —0.693464 1.52265 —0.4554 0.64885
D/IA 6.32946 13.6191 0.4647 0.64216
ESG —0.242647 0.125063 —1.9402 0.05250 *
Statistics based on the weighted data:
Sum squared resid 25336.23 S.E. of regression 3.612919
R-squared 0.006576 Adjusted R-squared 0.003505
F(6, 1941) 2.141254 P-value(F) 0.046013
Statistics based on the original data:
Mean dependent var 25.21984 S.D. dependent var 105.6498
Sum squared resid 21884384 S.E. of regression 106.1829

Source: own research.

As a result of the research, it is found that the increase in net profits is positively influenced by
profitability and the size of assets, so the larger the company, the higher the increase in net profits it
records, while ESG has a negative impact on this increase, due to the costs incurred in connection with
the implementation of this strategy.

Table 3

Environmental Score — Net Profit Growth: Heteroskedasticity-corrected OLS Model

Coefficient Std. Error t-ratio p-value
const —17.7296 25.2105 —0.7033 0.48198
ROE 0.0561944 0.0622338 0.9030 0.36666
ROA 0.750771 0.333743 2.2495 0.02459 *x
I_A 3.7971 1.8129 2.0945 0.03635 fall
I_IA —0.932979 1.52143 —0.6132 0.53980
D/IA 5.77455 13.4731 0.4286 0.66826
E —0.233285 0.100832 —2.3136 0.02079 fall
Statistics based on the weighted data:
Sum squared resid 25392.86 S.E. of regression 3.616954
R-squared 0.008085 Adjusted R-squared 0.005019
F(6, 1941) 2.636947 P-value(F) 0.015021
Statistics based on the original data:
Mean dependent var 25.21984 S.D. dependent var 105.6498
Sum squared resid 21880028 S.E. of regression 106.1723

Source: own research.
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Next, due to the division of the ESG indicator into subcategories, only the part related to the
environment is included in the model, and the model estimation results are presented in Table 3.

As a result of the estimation, it is found that environmental activities have a negative impact on
the growth of net profits due to the costs incurred by enterprises.

Next, it is examined how activities for the social benefit affect the increase in net profits and the

results are presented in Table 4.

Table 4
Social Score — Net Profit Growth: Heteroskedasticity-corrected OLS Model

Coefficient Std. Error t-ratio p-value
const —25.6804 25.4185 —-1.0103 0.31247
ROE 0.0806167 0.0622247 1.2956 0.19528
ROA 0.724599 0.330603 2.1917 0.02852 *x
I_A 3.74702 1.8732 2.0003 0.04560 fal
_IA —0.561909 1.51235 -0.3715 0.71027
D/IA 7.62879 13.5884 0.5614 0.57458
S —0.220634 0.112382 —1.9632 0.04976 fal
Statistics based on the weighted data:
Sum squared resid 25112.66 S.E. of regression 3.596943
R-squared 0.007272 Adjusted R-squared 0.004203
F(6, 1941) 2.369774 P-value(F) 0.027674
Statistics based on the original data:
Mean dependent var 25.21984 S.D. dependent var 105.6498
Sum squared resid 21907762 S.E. of regression 106.2396

Source: own research.

As a result of the analysis, it is found that activities for the social benefit have a negative impact
on the increase in net profits.
Next, an analysis of the impact of corporate governance on the growth of net profits is carried

out and the results are presented in Table 5.

Table 5

Governance Score — Net Profit Growth: Heteroskedasticity-corrected OLS Model

Coefficient Std. Error t-ratio p-value

const —11.6213 25.0434 —0.4640 0.64267

ROE 0.0711165 0.0669659 1.0620 0.28838
ROA 0.669593 0.350138 1.9124 0.05598 *
I_A 3.12816 1.86057 1.6813 0.09287 *

_IA —0.975568 1.53538 —0.6354 0.52525

D/A 6.14493 13.6756 0.4493 0.65324

G —0.140502 0.138052 -1.0177 0.30893
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Statistics based on the weighted data:

Sum squared resid 25840.66 S.E. of regression 3.648707

R-squared 0.005016 Adjusted R-squared 0.001941

F(6, 1941) 1.630929 P-value(F) 0.134631
Statistics based on the original data:

Mean dependent var 25.21984 S.D. dependent var 105.6498

Sum squared resid 21852068 S.E. of regression 106.1044

Source: own research.
Discussion

The analysis concludes that the increase in net profit is affected by the size and return of assets
(ROA), as well as its activities in the field of ESG. The direction of this effect varies depending on the
variables. While it is observed that the size of the assets and the profitability of the assets positively
affect the increase in net profit, it is determined that the increase in ESG negatively affects the net profit.
It is an expected result that the size of the assets, which generally shows the size of the company, and
ROA, which shows how effectively the assets are used, positively affect the growth in the company's
profit. Because, as companies grow and gain the ability to use their assets more effectively, their value
in the eyes of investors and consumers may increase. As their risks decrease, they may be able to meet
their resource needs in a less costly way and create a more effective process for their cash conversion
cycle. The improvement in their financial performance may also increase their profitability. There are
studies in the literature that support these results.

Kalsum (2023) found that ROA has a significant positive impact on earnings growth, and it was
confirmed in the presented research. Andriani and Setiawati (2024) showed a negative impact of
company size on profit growth. Large companies may have higher operating costs due to their scale,
which can limit profit growth. Lubis and Rokhim (2021) found that ESG had a negative impact on
companies' financial performance, and it was confirmed in the presented study. In the study of
Cherkasova and Nenuzhenko (2022) it was found that the region in which a company is based affects
the relationship between financial performance therefore in this research paper the authors focused on
one region that is Europe.

However, it should be remembered that the relationship between ESG factors and company
valuation is complex and not always clear. There are many factors that influence company valuations,
and ESG factors are just one of them. Additionally, measuring ESG performance is complex and
subjective, making it difficult to clearly assess the impact of ESG factors on valuation.

Empirical research confirms the relationship between ESG factors and company valuation. For
example, companies with higher ESG ratings tend to have lower costs of capital, which translates into
higher valuations. Moreover, changes in ESG ratings can be a useful financial indicator. For example,
an improvement in an ESG rating can signal to investors that a company is making steps to improve its

ESG performance, which could lead to a higher valuation.
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Contrary to this expected result, the conclusion that ESG negatively affects profit growth should
be analyzed carefully. However, it is worth noting that not all ESG components significantly determine
net profit growth and corporate governance is not important in this respect. Although this result is
different from our expectations before building the model, it is noteworthy that many studies find similar
results in the literature. There have been numerous empirical studies proving that ESG negatively affects
profit growth. In these works, different explanations were offered for the results found. There are studies
stating that the company's costs increased with the ESG practices, and as a result, their profitability
decreased. This impact on profitability may be due to the actual increase in costs as well as their
perception in the eyes of investors. Investors may act with the thought that the expenses they make due
to the company's ESG practices will not benefit the company and may not support the company's long-
term investments. Decreasing trust in the company and increasing risk perception can make the
company's resources costly. Additionally, studies are emphasizing the importance the company attaches
to ESG practices, and the resulting score distracts the company from its main field of activity, which
will increase the company's profitability. Engaging in these practices instead of activities that will
increase company profits may lead to negative investor perceptions. This could negatively impact
profitability.

Cherkasova and Nenuzuhenko (2022) stated that the high cost of expenses made by companies
for ESG activities leads to this result. It was particularly emphasized that internationalizing companies
need to bear additional costs to successfully expand their business outside the country and that
simultaneous costs for sustainability projects are not affordable. Folger-Laronde et al. (2022) concluded
that during market downturns, higher sustainability performance does not ensure protection. They
analyzed the COVID-19 period and suggested that investors should not assume that the sustainability
performance of ETFs does not guarantee that investments will be resilient (Folger-Laronde et al., 2022).
Giannopoulos et al. (2022), in their study on Norwegian listed companies, indicated that ESG practices
have a negative impact on profitability. They attributed this outcome of ESG disclosure regulations,
which results in a company's ESG practices not being reflected in its rating. Saygili et al. (2022)
discussed the ESG pillars separately, drawing attention to their different effects on financial
performance. Accordingly, while environmental disclosures have a negative impact on financial
performance, social and governance dimensions of ESG have a positive effect. In our study, the results
support considering ESG pillars separately. The emphasis a company places on environmental, social,
and governance factors can differ, and this variation can influence financial performance to different
extents. Our findings indicate that environmental and social practices negatively impact profitability,
while governance practices did not show a statistically significant effect. This shows us that both the
investor and the company should pay attention to the details of these scores and consider their individual
impacts on profitability.

The landscape of Environmental, Social, and Governance (ESG) assessment in Europe between

2013 and 2023 has been characterized by both increasing recognition of its importance and significant
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challenges in standardization and comparability. This period witnessed a notable evolution in how
institutions approached ESG, particularly in the context of a still-developing regulatory framework.

One of the primary hurdles during the examined period was the incomplete legislative process
for a standard ESG calculation methodology across Europe. This regulatory gap led to a situation where
various institutions, including rating agencies, data providers, and even companies themselves, adopted
diverse methods for evaluating and scoring ESG performance. This heterogeneity in methodologies
inherently resulted in a lack of comparability of ESG Scores between different rating agencies. An ESG
score assigned by one agency might weigh different factors more heavily, utilize distinct data sources,
or employ unique calculation algorithms compared to a score from another agency. This lack of
standardization created confusion for investors seeking to compare the sustainability profiles of different
companies and hindered the development of a truly transparent and efficient market for sustainable
finance.

Furthermore, the development of ESG considerations across EU countries exhibited significant
divergence at the beginning of the examined period (2013). Factors such as national regulations, investor
awareness, and the maturity of sustainable finance ecosystems varied considerably. Some countries were
early adopters, with established frameworks and greater market demand for ESG information, while
others lagged behind. This initial disparity meant that the context and drivers for ESG adoption were
not uniform across the continent.

The latter part of the examined period, particularly the last two years (approximately 2021-
2023), witnessed a more intensified focus on ESG. This surge in activity can be attributed to several
factors, including increasing societal pressure, growing investor demand, and the advancement of the
EU's sustainable finance agenda (e.g., the Action Plan on Financing Sustainable Growth and related
legislative initiatives, even if not fully complete). Notably, this more intense engagement was primarily
driven by large international enterprises who faced greater scrutiny from global investors and
stakeholders and were more likely to proactively seek ESG Scores to demonstrate their sustainability
credentials and attract capital. Smaller and medium-sized enterprises (SMEs) often faced different
pressures and resource constraints, leading to a potentially slower adoption rate of formal ESG scoring.

It is crucial to acknowledge that this analysis, and any conclusions drawn from it, are subject to
several restrictions. The availability and quality of ESG data have improved over the decade, but
inconsistencies and gaps likely persisted, particularly in the earlier years and for smaller companies. The
evolving nature of ESG reporting standards and the lack of a universally agreed-upon definition of
"sustainability"” also contribute to the complexity of comparing data and scores across time and agencies.
Moreover, the focus on large international enterprises in the later period might skew the overall picture

of ESG development across the entire European business landscape.
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Conclusions

Our findings reveal a nuanced relationship between ESG scores and profit growth, with certain
dimensions of ESG exerting a negative impact. This has critical implications for investors and
companies. Instead of solely focusing on companies with high sustainability scores, investors must
carefully evaluate the potential costs and financial implications of these practices for individual
companies. This understanding is crucial to avoid deterring companies from pursuing sustainability
initiatives. Companies should prioritize integrating ESG considerations into their core business
strategies, creating "shared value™ for both society and shareholders. This requires a shift from solely
focusing on regulatory compliance to proactively integrating social and environmental concerns into
business decisions.

Financial professionals must consider the long-term impact of ESG factors on industry structure
and company performance, rather than solely focusing on short-term financial gains. They should
support companies that effectively utilize capital to address societal needs, fostering a "virtuous cycle"
of sustainable growth. Policymakers and regulators should play a more active role in evaluating ESG
performance and encouraging effective ESG management practices. Companies should focus on
improving their ESG scores strategically, recognizing that this translates into long-term benefits for their
business and market position. Integrating ESG data into investment strategies is essential for identifying
high-quality companies and building more resilient portfolios.

Future research should expand beyond Europe, considering regional variations within the

continent and exploring the impact of ESG in other regions globally.
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ABSTRACT

The purpose of the article. Retail investors in capital markets have enhanced accessibility to a broad spectrum
of financial instruments via online trading platforms operated by investment firms. However, these instruments
are inherently complex and high-risk, making independent analysis and informed decision-making particularly
challenging for non-professional investors. Leveraged products amplify both gains and losses, posing heightened
risks in volatile markets like cryptocurrencies. This article critically examines the limitations of the current
regulatory framework governing contracts for difference (CFDs) in Poland, following regulations introduced
(Decision No. DAS.456.2.2019) by the Polish Financial Supervision Authority (KNF). This decision established
restrictions on the offering, distribution, and sale of CFDs to retail clients.

Methodology. This study adopts a regulatory and market analysis approach to identify critical deficiencies and
challenges in investor protection within the Polish CFD market. It relies on a review of legal frameworks,
supervisory reports, and publicly available data from CFD brokers. Key areas of analysis include supervisory
reports from the KNF, assessment of risk disclosures, examination of brokerage models, evaluation of cross-
border activities, and review of marketing strategies.

Results of the research. The analysis highlights persistent issues such as the circumvention of restrictions by
cross-border brokers, the continued use of aggressive marketing strategies, and unresolved conflicts of interest
within brokerage models. By reviewing legal frameworks, reports, and CFD broker data highlights regulatory
shortcomings in investor protection. The findings suggest that while regulatory interventions have introduced
certain protective measures, significant loopholes allow brokers to maintain high-risk practices. The article calls
for enhanced regulatory oversight and provides recommendations for strengthening investor protection in the
Polish financial market.
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Wojciech Jarosz, Mikotaj Gorny

Regulatory Deficiencies in Investor Protection on the CFD Market in Poland

Individual investors in the capital markets have an increasingly easy access to a wide range of
financial instruments offered by online trading platforms operated by investment firms. However, the
financial instruments offered through these brokerage platforms are inherently high-risk and complex,
posing significant challenges for retail clients attempting independent analysis and evaluation (UKNF,
2020). Such financial instruments frequently incorporate leverage mechanisms, wherein the underlying
assets are often subject to significant price fluctuations, particularly in highly volatile markets such as
cryptocurrencies. Concurrently, there has been a notable rise in fraudulent activities involving the
impersonation of entities within the broader financial sector, targeting investment products and services
(CSIRT KNF, 2023, p. 7).

In recent years, substantial efforts have been undertaken at both the European level and within
individual EU member states to enhance the protection of individual investors, including those engaged
in CFD trading. CFDs have gained significant popularity over the past decade, largely due to the
potential for exceptionally high returns, amplified by extensive promotional campaigns led by both
licensed brokerage entities and unlicensed brokers operating outside regulatory frameworks.

The Markets in Financial Instruments Directive 2014 (hereafter MiFID II), incorporated into
Polish legislation through an amendment to the Act of July 29, 2005, on trading in financial instruments,
alongside the Markets in Financial Instruments Regulation (MiFIR) and other delegated acts, introduced
substantial enhancements to investor protection within the European Union. Under these regulatory
frameworks, all communications by investment firms to clients must be fair, clear, and non-misleading
(MiFID 11, 2014, Art. 24, sec. 3). Additionally, firms are obligated to execute orders under conditions
most favourable to the client (MiFID II, 2014, Art. 27, sec. 1) and to effectively manage conflicts of
interest (MiFID II, 2014, Art. 23, sec. 1).

On May 22, 2018, pursuant to Article 40 of MiFIR, the European Securities and Markets
Authority (ESMA) implemented a temporary product intervention, which included leverage limit
restrictions and safeguards against negative account balances (ESMA, 2018a). This decision was
subsequently renewed three times, extending its validity until July 31, 2019, through successive ESMA
renewals (ESMA, 2018c; ESMA 2019a; ESMA 2019b). These measures were subsequently adopted by
the national supervisory authorities of most member states, including Poland. Currently, efforts are
focused on the EU Commission’s Retail Investment Strategy, which is expected to substantially
influence the regulation and promotion of CFD trading (European Commission, 2023). Based on the
literature review and the regulatory context, the following research hypotheses are formulated:

e HI: The current regulatory framework in Poland does not provide adequate protection for

participants in the capital market;
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e H2: The regulatory measures introduced in Poland as a result of ESMA’s and subsequent
KNF’s product intervention contributed to a measurable decline in retail investor losses
associated with CFD trading;

e H3: Cross-border operations of CFD brokers increase the risk of regulatory circumvention
and limit the effectiveness of national enforcement mechanisms;

e H4: The Market Maker model used by CFD brokers creates a conflict of interest detrimental
to clients;

e HS5: Aggressive marketing practices, including affiliate schemes, persist despite regulatory

restrictions
Literature review

The literature review was divided into two segments:

1. Characteristics of contracts for differences.
This section will discuss the characteristics of CFDs, their structure and mechanisms of
operation.

2. ESMA's product intervention and its implications for Polish regulation of CFD brokers.
This section presents the actions of the ESMA regarding the regulation of the CFD market

and their further implications for the Polish law.
Characteristics of contracts for differences

Contracts for Difference (CFDs) are derivative financial instruments that do not meet the criteria
for classification as transferable securities (Act on Trading, 2005, Art. 2, Sec. 1, Pt. 2, Letter h). These
instruments are inherently complex and lack standardization, posing significant risks to individual
participants in the capital market (ESMA, 2018a). The primary sources of risk stem from the leverage
mechanism, which amplifies both potential gains and losses, and the fact that CFDs are traded over-the-
counter (OTC), exposing investors to counterparty risk and reduced market transparency (Brown, Dark
& Davis, 2010, p. 1109).

CFDs are generally understood as contracts between a buyer and a seller based on the difference
between the current price of the underlying asset and its price at the contract’s close (Golebiowski, 2012,
p- 26). These instruments are predominantly utilized for speculative purposes, effectively representing
a “bet” between the investment firm and the speculator on whether the underlying asset's price will rise
(resulting in a gain for the long position holder) or fall (benefiting the short position holder).

Investment firms often promote CFDs as a convenient alternative to traditional securities
investments, frequently employing aggressive marketing strategies that fail to comply with relevant
legal standards (European Commission, 2016 — Regulation 2017/565, Art. 44 sec. 2 letter b).

Advertisements for CFDs commonly lack a balanced presentation of potential benefits and associated
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risks, instead presenting a one-sided narrative aimed at encouraging clients to purchase these
instruments, irrespective of their suitability for the individual investor (ESMA, 2018a, sec. 2.5, pts. 41—
52; KNF, 2019, p. 7).

CFDs are leveraged financial instruments that require traders to commit only a fraction of the
total position value as margin. Leverage allows traders to control larger amounts than they actually
possess, which can lead to significantly higher profits but also amplifies potential losses. Given the high
volatility of underlying assets, investors face the risk of rapidly losing their entire invested amount
(AMF, 2019, pp. 67, pts 21-30). Consequently, CFDs are suitable only for investors with a high
capacity for loss absorption. Unlike similar financial instruments, such as non-deliverable forwards
(Sobol & Szmelter, 2022, pp. 112—-113), CFDs are characterized by leverage and the absence of an
expiration date, enabling traders to maintain open positions indefinitely. This feature, however, may
lead to additional costs, including transaction commissions, bid-ask spreads, and overnight swap fees
for holding positions overnight (Barnes, 2018, p. 6).

The settlement of a CFD is contingent upon changes in the value of the un-derlying asset (for
instance, the level of a stock market index) over the contract's duration, with settlement occurring at the
contract’s closing price. ESMA highlights the common practice among CFD brokers of requiring clients
to acknowledge that the reference prices for contracts may deviate from those available in the market
where the underlying asset is traded. This discrepancy can complicate clients’ ability to verify the

reliability of prices used for contract settlement (ESMA, 2018a, sec. 2.1, pts 14-16).

ESMA's product intervention and its implications for Polish regulation of CFD brokers.

Before 2015, CFDs were not subject to specific regulation in Poland. The Polish Financial
Supervision Authority (KNF) recognized the growing popularity of this market and addressed some
relevant issues in its Position of July 17, 2013, regarding the conduct of investment firms in the Forex
market (UKNF, 2013). This Position highlighted the aggressive advertising and promotional practices
within this market and emphasized that derivatives are complex financial instruments associated with
high levels of investment risk. The KNF discussed the inherent risks of leverage mechanisms and noted
that, based on its research conducted in 2011, 82% of active customers using online Forex trading
platforms experienced financial losses. Due to statutory and constitutional limitations on its authority,
the KNF’s Position was restricted to clarifying the existing legal framework and providing a non-binding
interpretation of the relevant law.

The first regulatory restrictions affecting CFDs in Poland were introduced in 2015, establishing
a maximum leverage of 1:100 for derivatives (including CFDs) by requiring a minimum margin of at
least 1% of the nominal value of the financial instrument (Amendment of Act on Trading, 2014). Despite

this leverage re-striction, instances of regulatory circumvention were reported, with traders declaring
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foreign residency based on varying levels of documentation reliability. This workaround was noted by
anonymous contributors on a Polish Forex trading forum (Forex Forum Navigator, 2015).

In 2016, ESMA issued a warning regarding CFDs, expressing concerns about the unsuitability
of this financial instrument, particularly in terms of advertising and offering it to clients who may not
fully comprehend the associated risks (ESMA, 2016). On March 27, 2018, ESMA invoked Article 40
of the MiFIR Regulation to introduce temporary intervention measures on binary options and CFDs
(ESMA, 2018b).

These measures formally took effect on August 1, 2018 (ESMA, 2018a) and remained in place
until July 31, 2019 (ESMA, 2020, p. 3). In its decision on product intervention, the European regulator
highlighted several key concerns:

¢ significant increase in the popularity of CFDs within the EU;

e speculative, complex, and high-risk nature of this financial instrument;

o widespread use of high leverage levels, reaching up to 1:500;

e complexity of fee structures and lack of standardization in CFDs;

e potential discrepancies between the quotes provided by contract issuers and actual market

quotes;

e aggressive marketing strategies employed by CFD brokers;

e numerous complaints from retail clients;

o the high rate of losses among retail clients;

o Instances where higher leverage was offered to retail clients than to professional clients;

e absence of suitability assessments to match the client’s knowledge, alongside insufficient

risk warnings,

¢ inadequacy of existing EU regulations in providing sufficient investor protection.

As part of its product intervention, ESMA established detailed requirements for the minimum
initial margin in Annex I to its Decision (ESMA, 2018a, Appx. 1), resulting in a substantial reduction
in permissible leverage. The regulation linked allowable leverage levels to the volatility of the
underlying instrument, effectively limiting the maximum investment risk. The maximum allowable
leverage was set at 1:30 for major currency pairs, while the lowest limit applied to cryptocurrencies,
with a maximum leverage of 1:2. This intervention marked a substantial reduction in leverage,
particularly considering that, prior to its implementation, leverage levels in some EU countries reached
up to 1:500, and in Poland, 1:100 across all underlying instruments.

Standardized risk warnings were defined in terms of both content and visual format, depending
on the medium of display. For example, if published information is delivered in websites and durable
media, a more detailed format is required (Figure 1). In the further part of the article, the obligation to

publish risk disclosures is used to analyse the percentage of losing clients among European CFD brokers.
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Figure 1

Durable medium and webpage provider-specific risk warning

CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage.

[insert percentage per provider] % of retail investor accounts lose money when trading CFDs with this
provider.

You should consider whether you understand how CFDs work and whether you can afford to take the high risk
of losing your money.

Source: ESMA (2018a, Appx. 2 sec. B).

As part of these standardized warnings, CFD providers are required to disclose the percentage
of retail client accounts that have incurred losses, updated quarterly and based on a rolling 12-month
period. An account is classified as “losing” if the net sum of all realized and unrealized transactions
within this period is negative, inclusive of all associated CFD costs (ESMA, 2018a, Appx. 2, Sec. A,
Pt 4). As part of its product intervention decision, ESMA established requirements for retail customer
protection, including safeguards against negative balances, automatic position closing, and a ban on
monetary and non-monetary incentives in the offering of CFDs. No additional granular rules were
introduced regarding best execution, conflict of interest management, crossborder activities of non-EU
firms, or specifically, the inducements regime established by MIFID II.

In Poland, a key regulation governing CFDs is the KNF's Decision of August 1, 2019, which
imposes restrictions on the marketing, distribution, and sale of contracts for differences (CFDs) to retail
clients (KNF, 2019). Under this Decision, issued pursuant to Article 42(1)(A) of the MiFIR Regulation,
the KNF limits the distribution and sale of CFDs to retail customers by setting specific conditions for
CFD providers. This action by the KNF continues the European Securities and Markets Authority’s
(ESMA) earlier product intervention in this area and aligns with similar product interventions
implemented across Europe. Under these regulations, CFD providers must fulfill several conditions to
offer their services. Thus, they are forced to introduce specific measures to protect the retail client, in
particular by:

e requirement to establish an initial margin (the inability to open positions without blocking

certain funds in the account);

e requirement to protect the client from negative balances (preventing the client from incurring

a loss exceeding the value of the deposited funds);
e requirement to apply leverage limits for specific types of underlying assets:
o major currency pairs — 1:30;
o major stock market indices, other currency pairs, gold — 1:20;
o commodities or other stock market indices — 1:10;
o equities and unlisted stocks — 1:5;

o cryptocurrencies — 1:2;
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e requirement to close a customer's most loss-making transactions if the value of deposited
funds falls below a certain level,

e requirement to include standardized warnings in advertising materials about risks;

e prohibition on providing the client with any benefits beyond the realized profits from the
delivered CFDs (“prohibition on offering bonuses”).

The above regulations are analogous to those applied by ESMA under the now-defunct product

intervention.

Methods

This study adopts a regulatory and market analysis approach to identify key gaps and challenges
in investor protection related to CFDs in Poland. The research is based on a review of legal frameworks,
supervisory reports, and publicly available data from CFD brokers. The key areas of analysis include:

e supervisory reports and industry data — review of KNF publications on CFD market activity,

with attention to investor losses, compliance trends, and enforcement actions between 2011
and 2023;

o risk disclosure assessment — comparison of standardized risk warnings from 26 EU-based
CFD brokers and 5 brokers registered in Poland, focusing on reported loss rates among retail
clients as of Q2 2024;

e analysis of brokerage models — examination of execution practices used by CFD providers,
particularly the Market Maker (MM) and Straight-Through Processing (STP) models, and
their implications, including conflicts of interest;

e cross-border activity evaluation — investigation of the presence of 739 investment firms
notified to the KNF, including 398 entities permitted to offer CFDs, to explore potential
regulatory arbitrage;

e marketing strategies review — identification of promotional techniques used by CFD brokers,
including aggressive advertising, social media outreach, brand recognition and the role of
influencers.

The study does not employ econometric modeling due to limited access to data but instead

provides a structured examination of regulatory developments and market practices. The findings
highlight persistent regulatory loopholes and the need for stronger enforcement mechanisms to enhance

investor protection in the Polish financial market.

Results

Traders' results in relation to CFD trading before and after ESMA product intervention

ESMA's product intervention initially faced criticism from the Polish brokeage community.

A 2019 survey by the Polish Chamber of Brokerage Houses (IDM) and Comparic.pl (n=459) suggested
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that the measures did not improve trading outcomes (IDM, 2019, p. 1). The study linked leverage
restrictions to increased trader migration to non-ESMA jurisdictions, where regulatory arbitrage allowed
easier access to higher leverage. Despite these restrictions, the number of clients trading OTC derivatives

grew, highlighting the ongoing challenge of cross-border brokerage oversight (see Figure 2).

Figure 2

Number of active clients trading OTC derivatives in Poland
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Source: own study based on UKNF data.

From a legal perspective, it is important to note that current regulations do not prohibit clients
residing in EU Member States from entering into agreements with investment firms that operate
exclusively outside the EU. According to Article 42 of MIFID II: »Member States shall ensure that
where a client (...) established or located in the Union causes, on its own exclusive initiative, the
provision of an investment service or investment activity by a firm from a third country, the requirement
to obtain an authorisation (...) shall not apply«. Without the requirement to obtain authorization, these
entities are not subject to oversight by EU supervisory authorities and are not obligated to comply with
provisions implementing MiFID II

Recital 111 of MiFID II provides a key interpretative framework for the provision of financial
services by third-country firms within the EU. It clarifies that services initiated solely at the request of
an EU-based client are not considered to be provided within the EU. However, if a non-EU firm engages
in solicitation, advertising, or marketing targeting EU clients, these services cannot be deemed as client-
initiated, serving as a safeguard against regulatory circumvention under Article 42 of the Directive.
While this provision aims to prevent third-country firms from bypassing EU regulations by falsely
attributing service initiation to clients, its effectiveness is undermined by the global nature of digital
marketing and online platforms. The internet enables firms to reach EU-based clients through indirect
promotion, algorithmic targeting, and affiliate partnerships, making enforcement of this rule

challenging.
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Addressing the IDM study’s conclusions, it reported that most traders did not perceive an
improvement in their CFD trading outcomes following ESMA’s product intervention, with 36% even
claiming a deterioration in results. However, this perception is inconsistent with more reliable data from
the Office of Polish Financial Supervision Authority (UKNF) regarding capital market paticipants'
losses in Poland associated with CFD trading (see Figure 3).
In the period under review (2011-2023), three additional periods were marked;
1. period before the ban on leverage higher than 1:100, i.e. before the amendment of the Act on
Trading in Financial Instruments (2011-July 16, 2015);

2. period from the entry into force of the amended Act, but before ESMA intervention and the
subsequent decision of the KNF (July 16, 2015—August 1, 2018) (Amendment of the Act on
Trading, 2014, Art. 73. changes).

3. period starting from the date of application of the aforementioned ESMA intervention, with

continued regulation in connection with the 2019 KNF Decision (from August 1, 2018).

Figure 3

Ratio of booked annual losses or profits of capital market participants in Poland in 2011-2023 from
transactions using over-the-counter derivatives
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Source: own study based on UKNF data available in annual publications.

Prior to the introduction of leverage-limiting regulations, losses among individual clients using
derivatives consistently exceeded 80% of all such clients. After leverage was restricted to 1:100, the
percentage of individual market participants incurring losses from these transactions decreased slightly,
fluctuating between just below 80% and slightly above 78%. A significant reduction in retail investor
losses became evident only following ESMA's product intervention. Notably, even during the
heightened market volatility of the COVID-19 pandemic, losses among retail investors remained lower

than in the pre-intervention period. Since the implementation of these regulatory measures, the
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proportion of retail clients in Poland concluding the calendar year with a net loss from OTC derivatives,
including CFDs, has declined, despite an overall increase in the number of active users of these
instruments (see Figure 2).

In 2023, retail clients represented 99.8% of Forex transaction participants through brokerage
houses and offices, accounting for 87.1% of the nominal value of transactions (UKNF, 2024a, p. 1).
A similarly high proportion of retail client participation in the Forex market has been observed in prior
years, according to UKNF data. Over the period from 2014 to 2023, client losses totaled PLN 9.316
billion.

An analysis of 26 standardized risk disclaimers concerning the percentage of retail clients who
incurred losses with a given broker through CFD trading over the past 12 months shows that major
brokers registered in the EU reported a comparable average loss rate of 70.86% (Figure 4.). According
to ESMA data from various EU jurisdictions, this average was between 74% and 89% prior to the
product intervention. EU-based brokers were included in this analysis because they have the capability
to serve Polish clients, a factor not covered in KNF statistics, whichis limited to data from CFD brokers

based in Poland. During the analyzed period, there were only five such brokers operating domestically.

Figure 4
Percentage of losing clients from CFD trading with 26 selected brokers based inthe EU excluding
Poland
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Source: own study based on data from brokers offering CFDs in the EU. As of June 30, 2024.

Both data from the 2024 risk disclosures of European CFD brokers and UKNF data from the
post-ESMA intervention period (2019-2023) indicate a reduction in the percentage of losing CFD
traders following the introduction of regulatory measures. However, studies suggest that traders with
a higher risk tolerance may, due to the reduced availability of financial leverage, shift toward using

higher risk underlying instruments to achieve similar levels of volatility, potentially limiting the
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intervention’s effectiveness (Pelser, 2024, p. 21). Furthermore, significant gaps remain in safeguarding
individual investors within the financial market concerning CFDs. According to the ESMA TRV Risk
Monitor report for Q3 2023, a quarter of all customer complaints to NCAs in the EU pertained to CFDs
(data from 13 NCAs, excluding the Netherlands and Poland both key CFD markets). The proportion of
complaints related to CFD trading has been declining since the COVID-19 pandemic, when record
complaints were driven by heightened market volatility (ESMA, 2024a, p. 20; ESMA, 2024b, p. 26).

CFD brokers' order execution models and related conflicts of interest

Contracts for difference (CFDs) are not classified as transferable securities and are therefore not
subject to registration in the deposit systems managed by central securities depositories (CSDs). These
contracts are typically executed outside of regulated markets (such as stock exchanges), often directly
between two financial parties without the involvement of a Central Counterparty (CCP). In most cases,
one party is a broker operating under the market maker ("MM") model. In this model, the broker profits
not only from standard brokerage fees and commissions but also from client losses upon contract
settlement and position closure, as the broker functions both as the market maker and a counterparty to
the transaction.

According to Article 33(a) of Commission Delegated Regulation (EU) 2017/565, identifying
potential conflicts of interest in the provision of investment services involves assessing situations in
which an investment firm, or individuals directly or indirectly associated with it, could gain a financial
benefit or avoid a financial loss at the client’s expense. These conditions suggest that the market maker
model is particularly vulnerable to conflicts of interest, necessitating effective risk management and
control measures (European Commission — Regulation 2017/565, p. 34, pt. 2b). However, neither the
current regulations nor subsequent product interventions provide specific guidance on how this
management should be implemented.

An alternative to the MM model is the ECN (Electronic Communication Network) model, in
which the broker does not act as a counterparty to the transaction but serves as an intermediary, routing
orders to a network of liquidity providers and charging a transaction commission for this service
(Mackiewicz, 2016). In this model, the pricing of underlying instruments is derived from transaction
rates within the ECN network, which generally align closely with rates on the interbank market.
Additionally, this model facilitates access to the interbank market by enabling transactions from ECN
network participants (e.g., investment banks) to be transmitted directly to that market.

In the STP (Straight Through Processing) model, brokers transmit client orders directly to
specific liquidity providers with whom they have established relationships, rather than routing them
through an ECN network. The pricing offered by STP brokers is typically derived from the quotes of
these affiliated liquidity providers, and brokers may apply a markup to the spread. Consequently, while
an order processed by an STP broker might reach the interbank market, it could also be executed by

a liquidity provider functioning as a market maker broker (Solanki, 2024).
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The order execution models presented, with the exception of the ECN model, raise significant
concerns regarding their compliance with applicable regulations. Pursuant to Article 27 paragraph 1 of
MIFID II: »Member States require investment firms to take all sufficient steps to obtain, when executing
orders, the best possible results for the client, taking into account price, costs, speed, probability of
execution and settlement, size, nature or any other aspects related to the execution of the order«. By
independently executing orders under the Market Maker (MM) model or exclusively routing them to a
predetermined liquidity provider, as may occur under the Straight Through Processing (STP) model, an
investment firm disrupts competitive market dynamics, potentially leading to suboptimal client
outcomes. This practice is unlikely to satisfy the requirements of the best execution principle, which

mandates that firms take all reasonable steps to achieve the most favorable terms for their clients.

Table 1
List of all CFD brokers based in Poland Q2 2024.

% of losses from

Name o Model
risk disclosures

OANDA TMS Brokers S.A. 72,00% Market Maker
X-Trade Brokers (XTB S.A.) 77,00% Market Maker
Brok H f Bank Och S isk

Ser erage House of Bank Ochrony Srodowiska 70.00% Market Maker
mBank SA (mForex) 77,00% ECN
Alior Bank SA 75,00% ECN

Source: own study based on broker websites and KNF data. As of June 30, 2024.

Table 2
List of the most popular CFD brokers in the EU excluding PL Q2 2024

Name % of losses from risk disclosures Model
Admirals Europe Ltd 74,00% STP
CMC Markets Germany GmbH 73,00% MarketMaker
Dukascopy Europe IBS AS 71,03% ECN
eToro (Europe) Ltd., 51,00% Market Maker
FXCM (Stratos Europe Limited) 73,00% Market Maker
FxPro Financial Services Ltd 74,00% Market Maker
IC Markets (EU) Ltd 70,64% Market Maker
IG Europe GmbH 74,00% Market Maker
LYNX B.V. (“LYNX”) 61,00% STP
Pepperstone 75,50% Market Maker
Plus500 80,00% MarketMaker
Saxo Bank (Saxo Bank A/ S) 65,00% MarketMaker
Trading 212 78,00% MarketMaker

Source: own study based on CFD broker websites and broker popularity rankings in Europe, excluding

entities on the KNF warning list or illegal risk discolsure (e.g. Teletrade). As of June 30, 2024.
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Given the above, it is noteworthy that the market maker model is the most offered execution
model among CFD brokers, both for those based in Poland (see Table 1) and for the most popular brokers
across the EU (see Table 2). This prevalence is further substantiated by the comprehensive list compiled
by the authors (Appendix A).

It is notable that brokers offering accounts in the market maker model often also provide clients
with the option to open an account with access to the ECN network (or similar direct market access —
DMA). However, such accounts typically require higher minimum trading amounts and apply
a commission fee, allowing clients to trade at the market spread rather than the spread set by the CFD

broker (Mosionek, 2020).
The problem of supervision over the cross-border activity of CFD brokers

The authors analyzed data on 739 investment firms that operate or have reported their
willingness to operate in Poland (notified entities) based on UKNF data, including:

o 688 entities with KNF notification that conduct brokerage activity on cross-border basis,

without opening a branch pursuant to permits obtained in an EU/EEA country (of which
57.85% [398 pcs.] with a permit to offer CFDs in accordance with Annex I, Section C9 to
MiFID II (2014));

e 13 entities with KNF notification that opened a branch in Poland with a registered office in

an EU/EEA country (of which 61.54% [8 pcs.]with a permit to offer CFD);

e 29 brokerage houses based in Poland (of which 10.34% [3 pcs.] offer CFD),

e nine banks conducting brokerage activities through brokerage houses (of which 22.22%

[2 pcs.] offer CFD).

Most entities that can offer CFDs are companies located outside the country (98.78%), a trend
that has been ongoing since at least 2016. It should be noted, however, that the presence of numerous
foreign entities offering CFDs does not directly reflect their market share in terms of client numbers,
and authorization to offer CFDs does not necessarily imply that the broker is actively promoting or
engaging in such activities.

Nearly half of the entities authorized to offer CFDs in Poland through EU/EEA permits are
registered in Cyprus, a jurisdiction often seen as less restrictive (Table 3). A significant number of
Cypriot firms present a high risk of investor detriment due to their frequent engagement in speculative
products paired with aggressive marketing practices (ESMA, 2022b).

Furthermore, non-EU/EEA firms may unlawfully extend their services to Polish clients by
localizing their websites for Polish speakers, leveraging affiliate partnerships, or legally offering
services through globally accessible online platforms. Notably, the actual number of entities operating
in the Polish CFD market exceeds official figures, as foreign firms frequently provide brokerage services

without the required authorization. This issue, underscored in NIK's audit report (NIK, 2017, p. 20),
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highlights the prevalence of unregulated market participants and the challenges of enforcing regulatory

compliance.

Table 3

Entities notified to the Polish Financial Supervision Authority without opening a branch, with their
registered office in the EU/EEA, offering contracts for differences "C9" in accordance with Annex I to
Directive 2014/65/EU of the European Parliament and of the Council (MiFID II).

Country National Competent Authority (NCA) No. of entities  Share
Cyprus Cyprus Securities and Exchange Commission (CySEC) 194 48,74%
Netherlands Autoriteit Financi€le Markten (NL-AFM) 33 8,29%
Germany Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin) 29 7,29%
Malta The Malta Financial Services Authority (M-FSA) 21 5,28%
France Autorité de contrdle prudentiel et de résolution (ACPR) 20 5,03%
Bulgaria ](Bgfgrée)m Financial Supervision Commission 1 2.76%
Austria Austrian Financial Market Authority (A-FMA) 9 2,26%
Luxemburg Commission de Surveillance du Secteur Financier (CSSF) 9 2,26%
Irland Central Bank of Ireland (CBI) 8 2,01%
Other (<2%) others 64 16,08%

Source: own study based on data from the national supervisory authority (KNF).

It seems justified to exercise special supervision over brokerage activities provided by entities
notified to the KNF, based in EU/EEA countries, including monitoring the relationship of such an
institution with the client through appropriate reporting, as permitted by law (Act on Trading, 2005,
Art. 88 & Art. 118). The prevalence of cross-border investment firms is not unique to Poland; many
CFD firms operating across Europe choose to register in Cyprus under CySEC, even when their
operations primarily target a local market (e.g., Conotoxia). This trend is driven by a comparatively less
restrictive supervisory approach from certain authorities. Securing a license in one EU member state
enables firms to operate across the EU/EEA on a passporting basis, which requires only a notification
rather than authorization from each national authority.

The cross-border operations of investment firms pose substantial challenges for NCAs in
enforcing regulations and overseeing these entities. In 2022, ESMA identified deficiencies in the
effectiveness of NCA supervision over cross-border activities of regulated entities. CySEC, the
supervisory authority for investment firms in Cyprus, was highlighted for its insufficient supervisory
actions relative to the scale of the issue (see Table 4), and due to the high volume of complaints received
from clients, companies, and other supervisory authorities concerning the cross-border activities of firms

under its jurisdiction (ESMA, 2022a, pp. 8, 34).
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Table 4
Summary of complaints received by NCAs subject to ESMA peer review 2021-2022

NCA Country cR:r(;lEEEfxts Share
Cyprus Securities and Exchange Commission (CySEC) Cyprus 4194 93,10%
The Malta Financial Services Authority (M-FSA) Malta 147 3,26%
Commission de Surveillance du Secteur Financier (CSSF) Luxemburg 96 2,13%
Autoriteit Financi€éle Markten (NL-AFM) Netherlands 52 1,15%
Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin) Germany 15 0,33%
Czech National Bank (CNB) Eﬁ;ﬁim | 0,02%

Source: own study based on ESMA (2022a, p. 34).

The high volume of complaints received by CySEC is unsurprising, given that Cyprus is the
primary jurisdiction for investment firms in Europe that aim to operate across the entire EU/EEA. The
issue with cross-border CFD firms lies in their choice of favorable jurisdictions for such operations.
ESMA has highlighted the large number of Cypriot firms offering speculative products alongside
aggressive marketing strategies, creating significant risks for investors (ESMA, 2022a, p. 8). The
German supervisory authority, BaFin, also reported that Cyprus-based CFD brokers accounted for the
highest proportion of product intervention violations, representing 50% of all detected breaches (BaFin,
2020). However, BaFin lacks direct oversight authority over firms operating in other countries under
the "European passport" framework, meaning that reports of violations must generally be relayed to the
supervisory authority in the firm’s home jurisdiction.

ESMA’s review of five additional supervisory authorities in its report on the oversight of cross-
border activities also revealed shortcomings, notably from the perspective of authorities in the target
countries where entities, often registered in Cyprus, operate. These deficiencies include limited
awareness of the extent of firms' cross-border activities and insufficient supervisory measures in

identifying, assessing, and monitoring risks associated with cross-border operations (ESMA, 2022a,
pp- 8-9).
Problems with CFD marketing

In its justification for product intervention, ESMA highlighted observations from the Belgian
FSMA, the Spanish CNMYV, the French AMF, and the Italian CONSOB regarding aggressive and
misleading marketing practices related to CFDs. One such practice involved brands associating with or
sponsoring major sports teams, creating a misleading impression that complex, speculative products like
CFDs are suitable for the retail mass market by fostering general brand awareness (ESMA, 2018a, Sec.
2.5, Pt 44). This concern about brand promotion was echoed in ESMA’s 2023 Final Report on the
Common Supervisory Action and Mystery Shopping Exercise on marketing (ESMA, 2024c, p. 30).
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More than five years after the ESMA product intervention and the KNF decision on CFDs,
practices that seem to adhere to regulations yet exhibit traits of high-impact marketing are still observed
in Poland. Such practices include, among others:
e creating associations between CFD trading and investing, despite the fact that contracts for
differences are not a financial instrument with a long-term time horizon and using the term
“CFD Investor” (Appendix B);

e using popular events, such as high-profile stock exchange debuts, to promote CFDs
(Appendix C).

CFD brokers within the EU increasingly employ innovative services to attract clients, with
copy-trading and social-trading emerging as prominent elements of this strategy. Social-trading enables
users to observe the investment and trading activities of other investors using contracts for difference,
fostering a sense of community and transparency in trading behaviors. Conversely, copy-trading offers
a distinct yet related service, allowing users to automatically replicate transactions in real-time based on
the actions of a "followed" account (eToro, n.d.; AvaSocial, n.d.). These services represent significant
technological advancements aimed at enhancing user engagement and participation in CFD markets.

Although these services were not explicitly included in the framework of MiFID II, the
European Securities and Markets Authority (ESMA) issued supervisory guidelines for National
Competent Authorities (NCAs) outlining supervisory expectations for firms offering copy-trading
services. ESMA indicated that, in certain situations, copy-trading might be classified as portfolio
management, a type of brokerage service (ESMA, 2023). Additionally, the Polish Financial Supervision
Authority (UKNF) issued an interpretative position on this service, complementing ESMA’s guidelines
by highlighting the diversity of services under the umbrella of copy-trading. The UKNF noted that
certain operational schemes of copy-trading could have legal implications if they align with definitions
of regulated services, such as portfolio management and investment advice, as specified under the law
(Act on Trading, 2005, Art. 69). Moreover, the UKNF recognizes "social trading" as a distinct model
within copy-trading, attributing features similar to investment advice to it (UKNF, 2024b).

A case exemplifying the application of the discussed service in Poland is the activity of the
broker X-Trade Brokers SA, which, on March 28, 2024, introduced a "social trading" service. This
service allowed account holders to view statistics and transactions conducted by other clients within the
firm, as well as receive notifications on new transactions, though without the option to automatically
copy them (XTB, 2024, p. 75). Following a KNFs position concerning copy-trading, the broker
subsequently ceased offering the "social investing" service.

Nonetheless, foreign CFD brokers offering copy-trading and social-trading services continue to
reach Polish clients by providing Polish-language website versions and promoting their offerings
through sponsored media content via marketing agencies operating in Poland (Mosionek, 2024, p. 88).
According to a UKNF announcement on social media, the regulator has observed the presence of entities

in Poland that offer copy-trading services without being subject to Polish regulatory oversight. In
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response, the UKNF has engaged in EU-level actions to uphold regulatory equality among investment
firms (Barszczewski, 2024). This case highlights the challenge of cross-border operations by CFD
brokers, and the complexities involved in overseeing foreign firms.

Some jurisdictions have implemented more stringent regulations surpassing EU-wide standards
in the marketing of CFD. The CNMV implemented a resolution on July 11, 2023, imposing further
restrictions on CFD advertising in Spain due to previous limitations being deemed insufficient (CNMV,
2023, p. 1). This resolution bans advertising of CFDs to retail clients or the general public. Beyond
standard marketing prohibitions, it extends to training, seminars, demo accounts, and tools related to
CFDs. The ban applies universally to all CFD service providers, whether based in Spain or elsewhere.
These regulations are particularly restrictive, prohibiting not only direct CFD marketing but also event
sponsorships, brand advertisements, and use of public figures in advertising, even if promoting other
products indirectly benefiting CFD promotion. The CNMYV permits brand advertising by an investment
firm offering CFDs only if it can demonstrate that the advertising or sponsorship is not aimed at
promoting CFDs. Specifically, this is allowed if CFDs make up only a minimal part of the firm’s
offerings on its website relative to its broader activities (CNMV, 2023, p. 5). Restrictions have also been
taken by similar bodies in individual EU countries. For example, the French AFM banned electronic
advertising communication in the field of CFDs (AFM, 2019), while the Belgian FSMA completely
banned the offering of CFDs to retail clients (FSMA, 2016).

Affiliate CFD marketing

One of the primary concerns regarding the marketing of investment services in Poland is the
widespread use of affiliate and refer-a-friend programs (UKNF, 2023). Notably, affiliates engaged in
promoting investment services are not subject to the same regulatory scrutiny as tied agents under
Article 79 of the Act on Trading (IDM, 2016, p. 8), despite the KNF’s guidelines to the contrary (KNF,
2016, Guideline 3). Unlike tied agents, who operate under the direct supervision and liability of an
investment firm and must be registered with the KNF, affiliates act independently and are not required
to be formally integrated into the firm’s compliance framework. Although the general restriction
preventing affiliates from directly targeting individual prospective clients (Act on Trading, 2005, Article
79 section 2b) mitigates some risks, it remains insufficient in addressing regulatory concerns,
particularly given the potential for indirect solicitation and misleading marketing practices.

This regulatory gap enables affiliates to engage in aggressive or misleading marketing practices
without being held to the same legal standards as tied agents. As a result, investment firms can leverage
affiliate networks to bypass investor protection regulations, posing a significant compliance risk,
particularly in the context of high-risk financial instruments such as CFDs. Affiliates are typically
compensated through revenue-sharing or cost-per-action (CPA) models, which incentivize client
acquisition rather than responsible investment practices. The KNF correctly identifies these

compensation structures as inducements prohibited under MiFID II (UKNF, 2023, p. 5).
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Affiliate schemes continue to pose a significant compliance risk within the financial sector.
Equally concerning, however, is the growing influence of unregulated individuals providing investment
recommendations via social media (ESMA, 2024c¢). Often incentivized by ongoing affiliate programs,
these actors may promote high-risk financial instruments without regulatory oversight or real
accountability, undermining investor protection. Their activities can facilitate misinformation and even
market manipulation, further complicating efforts to enforce consumer safeguards and ensure fair
market practices.

While the activities of self-proclaimed financial experts and social media influencers fall outside
the scope of this article, they remain highly relevant to the broader discussion on investor protection.
Even if case of decline in CPA or revshare-based affiliate programs, these individuals may find new
ways to monetize their influence by charging clients for access to trading groups, exclusive signals, or
investment courses-services previously subsidized by investment firms through affiliate schemes. This
absence of regulatory oversight in that regard poses significant risks, as unverified advice and
speculative strategies can mislead retail investors, often leading to substantial financial losses,

particularly when trading CFDs, whose high-risk nature has been extensively analyzed in this paper.
Conclusion

The KNF’s decision (after ESMA’s intervention) has contributed to enhancing the financial
security of individual investors in Poland’s capital market. Despite these positive developments,
numerous issues remain unresolved under current regulations or are challenging to enforce due to the
limited scope of supervisory tools available. These include:

e cross-border, internet-based activity of brokers and the ability to use services from entities

outside the EU, which facilitates the circumvention of EU regulations;

e lack of strict regulatory action concerning Market Maker (MM) execution models,
particularly with respect to the best execution principle and conflict of interest management
rules;

e aggressive or high-impact marketing practices, including affiliate marketing;

e increase in the number of new, inexperienced retail clients using CFDs, raising concerns
about adherence to the principle of financial instrument appropriateness;

o rise of “financial gurus” whose operations are subject to only fragmented regulation (MAR
rules on recommendations) and no supervision from competent authorities.

In line with the study’s research framework, the findings confirm that the current regulatory
regime does not ensure adequate protection for retail investors (H1), despite partial improvements in
investor outcomes following the implementation of domestic post-ESMA rules (H2). The analysis also
highlights risks related to regulatory circumvention through cross-border activities of CFD brokers (H3),

conflicts of interest under the Market Maker model (H4), and the continued use of aggressive
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promotional practices by brokers and affiliates (HS). While all five research hypotheses are supported
by the evidence, it should be noted that H3 is only partially verified, as the study identifies conditions
that facilitate regulatory circumvention but does not empirically assess the actual effectiveness of
national supervision in cross-border contexts. This distinction reflects the limitations of the available
data and the qualitative nature of the regulatory analysis.

The issues highlighted in this article illustrate some of the supervisory challenges confronting
regulators. Nonetheless, as the authors suggest, this remains a research problem warranting further
exploration.

In light of the above, it is recommended that joint actions be undertaken with other supervisory
authorities to ensure legal equality among cross-border entities. The presence of restrictions imposed on
domestic entities, while certain foreign entities simultaneously evade compliance with the same
regulations, is concerning. Special attention should be directed toward the lack of standardized data
collection on CFDs by the supervisory authorities, as this gap hinders the comprehensive study of these

financial instruments and their effects on consumers.
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Appendix A

List of selected CFD brokers based in the EU excluding Poland

% of losses from risk

Registration Country &

N Model
ame disclosure Q2 2024 NCA ode
Admirals Europe Ltd. 74,00% Cyrpus (CySEC) STP
CMC Mzgl;fl:ﬁsHGermany 73,00% Germany (BaFin) Market Maker
Dukascopy Europe IBS AS 71,03% Latvia (FKTK) ECN
eToro (Europe) Ltd., 51,00% Cyrpus (CySEC) Market Maker
FXCM (Stratos Europe Ltd.) 73,00% Cyrpus (CySEC) Market Maker
FxPro Financial Services Ltd. 74,00% Cyrpus (CySEC) Market Maker
IC Markets (EU) Ltd. 70,64% Cyrpus (CySEC) Market Maker
1G Europe GmbH 74,00% Germany (BaFin) Market Maker
LYNX B.V. (“LYNX") 61,00% Nederlands (NL-AFM) STP
Pepperstone 75,50% Cyrpus (CySEC) Market Maker
Plus500 80,00% Cyrpus (CySEC) Market Maker
Saxo Bank (Saxo Bank A/ S) 65,00% Dennmark (D-FSA) Market Maker
Trading 212 78,00% Cyrpus (CySEC) Market Maker
AVA Trade EU Ltd 76,00% Ireland (CBI) Market Maker
Capital Com SV Investments 75,00% Cyrpus (CySEC) Market Maker
Conotoxia Ltd. 79,03% Cyrpus (CySEC) STP
Deltastock AD 59,00% Bulgaria (B-FSC) Market Maker
Eightcap Global Ltd. 81,76% Cyrpus (CySEC) Market Maker
INSTANT TRADING
EU LTD. (instaforex) 69,82% Cyrpus (CySEC) Market Maker
Just2Trad
(Lim‘elSTra;?ngerLt o 73,00% Cyrpus (CySEC) Market Maker
JustMarkets Itd 64,29% Cyrpus (CySEC) Market Maker
Royal Fi ial Tradi
ova L‘tza(ng;ae Rf)?/‘:lr)‘g ) 65,79% Cyrpus (CySEC) Market Maker
Solaris EMEA Ltd (AXI) 68,50% Cyrpus (CySEC) Market Maker
Spreadex Ltd 64,00% UK (FCA) Market Maker
Tickmill 72,00% UK (FCA) STP
Trading Point of Financial
Instruments Limited 73,91% Cyrpus (CySEC) Market Maker

(XM Group)

Above list excludes 5 significant CFD brokers from Poland, including one that is significant
from the point of view of the European market (XTB). Data based on brokers' websites in Q2 2024. In
the event that the broker offers CFD trading in the market maker model by default, it has been marked
in this way, which does not exclude that the same broker also offers the possibility of participating in

the ECN.

95



Wojciech Jarosz, Mikotaj Gorny

Appendix B

Example of CFD broker social media ads creating an association between investing and CFDs

CMC Markets Polska

<nc zmienno gulowanym brokerem x XTB POI,Ska d
Inwestuj w CFD na rope naftowa przy pomocy
intuicyjnej i wielokrotnie nagradzanej aplikacji

my traderdw i inv inwestycyjnej T

Inwestuj z top
brokerem CFD

re— | INWESTUJ
_ 1 XTB

Zaawansowane
narzedzia

Brak ukrytych oplat

7% oW il 0 i h je straty
pienigzne w wyniku handlu kontraktami CFD u niniejszego
dostawcy. Zastandw sie, czy mozesz pozwolic sobie na wysokie

TR Ty eniedzy.

Advertisement within the x website, accessed on 16/10/2024 and 17/07/2024. https://x.com the
advertisements, which are reached between 3 and 12 million recipients on portal X (according to

portal statistics). The advertisements mentioned are not isolated cases, and CFD marketing is directed

at retail, non-professional customers.

Appendix C
Example of a CFD broker social media ad, using the popular IPO at Polish WSE

< f OANDA TMS Brokers

Sponsorowane « &

Zabka wchodzi na gietde! Akcje rzeczywiste Zabka Group,
a takze CFD na te akcje, sg juz dostepne w ofercie OANDA
TMS Brokers. Sprawdz https:/fow.ly/m7tq50TNqle

T!Vl OANDA

TER TREADING

DEBIUT ZABKI i
NA GIELDZIE zabka

[b Lubie to! G Skomentuj d) Udostepnij
O2% 98

5 udostegpnien

Advertising on the Facebook website accessed 20/10/2024.
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The purpose of the article. The aim of the article was to assess the effectiveness of monetary policy
implementation under conditions of strong external shocks on the example of selected central banks and its
implications for the formation of inflation expectations, taking into account the socio-demographic
characteristics of selected groups of respondents.

Methodology. Study on the assessment of the scale and effectiveness of selected central banks' actions under
monetary shocks caused by the COVID-19 pandemic and Russia's aggression against Ukraine, data analysis,
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Results of the research. The survey results showed that the activity of the central bank in the area of monetary
policy in Poland under conditions of shock is characterized by low effectiveness in the opinion of financial market
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influence the evaluation of the effectiveness of the central bank’s policies in Poland.

Keywords: NBP, monetary policy, crises, monetary shocks, non-standard monetary policy instruments.
JEL Class: E42, E50, E52, E58.

* MA, Krakow University of Economics. Corresponding Author. E-mail: s210560@student.uek.krakow.pl

97


https://doi.org/10.18778/2391-6478.2.46.06
mailto:s210560@student.uek.krakow.pl
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NBP Monetary Policy in 2020-2022 in the Light of Central Banks' Responses to External Shocks

During the Covid-19 pandemic, it became a challenge for central banks to maintain the stable
operation of payment systems that underpin national economies. Central banks had to develop a number
of preemptive measures to limit the negative effects of the pandemic on the economy, prevent payment
bottlenecks, curb the rising unemployment rate and the scale of corporate bankruptcies, and thus the
declining manufacturing potential. Monetary policy during the pandemic period had to take into account
the risk of deflation, which is characterized by negative consequences for economic growth over the
long term (Financial Observer, 2022). In addition, central banks also had to grapple with the economic
challenges brought on by the Ukraine war.

The main objective of the paper is to assess the effectiveness of the implementation of monetary
policy under conditions of strong external shocks illustrated by the example of selected central banks
andtheir implications for the formation of inflation expectations, taking into account the socio-
demographic characteristics of selected groups of respondents. The first part of the article presents the
results of the research on the evaluation of the scale and effectiveness of the actions of selected central
banks under monetary shocks caused by the COVID-19 pandemic and Russia's aggression against
Ukraine, which took place in 2020-2022. An analysis of the use of standard and non-standard monetary
policy instruments under shock conditions introduced by selected central banks (ECB, Fed, NBP and
NBU) was conducted. Currency derivatives used by central banks in Latin America were also reviewed.
In addition, the scale of deviations of the inflation rate from the inflation target adopted by selected
central banks (ECB, Fed, NBP, MNB and BNS) is presented.

The empirical part of the article focuses on analyzing the assessment of the effectiveness of the
implementation of NBP monetary policy under shocks based on the results of the survey. A total of 250
people took part in the survey (117 in the first round and 133 in the second round). The first survey was
conducted from July 2022 to January 2023 (a period of strong inflationary growth), and the second
survey was conducted between March—April 2023 (the beginning of the disinflationary period). On this
basis, two main research hypotheses were formulated stating that: (1) the first the monetary policy of
the central bank in Poland under the conditions of the shock was characterized by low effectiveness in
the opinion of financial market clients, which influenced the formation of inflation expectations;
(2) socio-demographic factors such as place of residence, gender, age, occupational status, current level
of monthly net income, loan liabilities held and the scale of savings held influenced the assessment of

the effectiveness of central bank policy in Poland.
Standard and non-standard monetary policy instruments in a shock environment

Monetary policy can be considered in various aspects. Broadly speaking, it encompasses all
government, banking and government-related activities that shape money and bank credit. Monetary

policy is thus responsible for shaping the national monetary system and determining for a given country
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a monetary unit that can be related to the valuation of bullion and foreign currencies. It also aims to
determine the scale and type of monetary operations that can be carried out by the public authority,
establishing and regulating the central banking system and commercial banking (Rutkowski, 2016,
p. 31).

To regulate the credit money supply more effectively, the central bank uses a wide range of
instruments offered by monetary policy. These instruments are divided into instruments of general
control, selective control and persuasive influence (Kazmierczak, 2000, pp. 101-102). Events
accompanying monetary shocks or financial crises make it difficult for the central bank to continue to
conduct monetary policy undisturbed. Due to fluctuations in demand for bank reserves and liquidity
disruptions, the central bank's ability to control short-term market rates diminishes. As a result of
contagion to other financial market sectors from interbank market fluctuations, the correct transmission
of monetary policy impulses is impeded. When a central bank has very low or almost zero interest rates,
its situation is further aggravated because it cannot counteract the crisis with interest rate cuts. Therefore,
central banks may opt for more active, non-standard instruments. These are defined as interventions by
monetary authorities that aim to restore the appropriate level of transmission of monetary policy
impulses and create stimulus to trigger the economy despite low or zero interest rates.

Non-standard monetary policy instruments are primarily intended to mitigate liquidity shortages
occurring in depository institutions and relevant institutions in the financial market, direct purchase of
securities from both the private and public sectors, and communication policy tools (Zywiecka, 2012,
pp. 72-74).

Prior to the COVID-19 pandemic, many central banks pursued an expansionary monetary policy
in which they did not provide for an additional reduction in interest rates or provided for it only to a very
narrow extent. However, the pandemic shock forced central banks to increase the flexibility of monetary
conditions to protect domestic economies from collapse. Therefore, those central banks that could,
decided to cut interest rates. The others could not perform such an operation because they already had
interest rates at zero or even negative levels. In addition to the aforementioned interest rate cut, central
banks decided to use the widest possible range of monetary policy instruments. They implemented
liquidity-providing operations and repos and currency swaps. Many central banks created or expanded
asset repurchase programs and introduced credit easing. Some central banks also carried out currency
interventions or directly financed governments in the short term (Niedzwiedzinska, 2020, p. 12).

The first and most popular line of defense against a pandemic used by both developed and
developing country central banks was to cut interest rates and use liquidity measures. Asset repurchase
programs and credit easing programs, along with their subsequent extensions, were much less popular
in the first phase of defense against a pandemic shock, especially for central banks in developing
countries. In the case of currency interventions, only Russia and Ukraine chose to use such a monetary

policy instrument in the first phase of the pandemic, as shown in Table 1 (Forsal.pl, 2022).
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Table 1

Monetary policy instruments used under COVID-19 pandemic conditions in selected countries

Instruments of monetary policy Chosen countries

Interest rate cuts Austria, Brazil, Canada, Chile, Czech Republic, Hungary, Iceland, India,
Indonesia, Israel, South Korea, Mexico, New Zealand, Norway,
Philippines, Poland, Romania, Russia, South Africa, Thailand, Turkey,
Ukraine, United Kingdom, USA

New asset purchase programs with  Austria, Chile, Hungary, Iceland, India, Indonesia, Israel, Japan, South
expansions Korea, New Zealand, Philippines, Poland, South Africa, Sweden,
Thailand, Turkey, United Kingdom, USA

New credit easing programs with Austria, Chile, Hungary, India, Israel, Japan, South Korea, Mexico, New

expansions Zealand, Philippines, Poland, Romania, Russia, Sweden, Switzerland,
Thailand, Turkey, United Kingdom, USA
Liquidity measures Austria, Brazil, Canada, Chile, Czech Republic, Estonia, Hungary,

Iceland, India, Indonesia, Israel, Japan, South Korea, Mexico, New
Zealand, Norway, Philippines, Poland, Romania, Russia, South Africa,
Sweden, Switzerland, Thailand, Turkey, Ukraine, United Kingdom,
USA

Currency interventions Russia, Ukraine

Source: own elaboration based on: Niedzwiedzinska (2020, p. 14).

As ECB interest rates had been close to zero since 2016, the bank could not conduct any further
rate cuts in response to the pandemic crisis. Therefore, the ECB did not pursue expansionary measures
using non-standard monetary policy instruments. In order to guarantee liquidity in the financial system
and allow households and businesses indirect access to funding, one of the first actions taken by the
ECB was the continuation of the Assets Purchase Program (APP). The premise of the program was the
purchase of net assets, which would amount to €20 billion per month, and the purchase of €120 billion
in excess. Another extraordinary program was the Pandemic Emergency Purchase Program (PEPP),
which was an intensifying supplement to the APP. However, unlike the APP, the PEPP was
characterized by greater flexibility in terms of asset structure, which made the program more responsive
to disruptions in both the economy and the financial market. The PEPP allowed Euro system entities to
purchase the entire instrumentation of assets that was available in the APP. This includes (Czuchryta &
Kowalik, 2010, p. 45):

e government bonds,

e securities issued by supranational institutions from Europe,

e corporate bonds,

e securities that are asset-backed,

¢ bonds with collateral.

The ECB allocated a total of €1,850 billion to the PEPP. The main objective of the PEPP became
to reduce credit prices and expand lending in the euro area, so that households, businesses and

governments received financing as a relief in the crisis. Through the direct purchase of bonds from banks
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under the PEPP, individuals and companies received more credit, while the purchase of bonds from
companies generated an alternative source of credit. The purchase of bonds from banks and corporates
had a positive impact on the growth of consumption and investment and thus contributed to economic
growth. In addition, the ECB highlighted six key actions that played an important role in supporting the
euro area economy. These were to seek to increase the lending capacity of banks, maintain lending
despite current problems, increase the availability of credit to businesses and households, ensure
affordable credit prices, support the economy in reducing pandemic shocks and ensure financial stability
through cooperation with international institutions (ECB, 2023).

In March 2020 the ECB decided to implement an oversubscribed long-term refinancing
operation (LTRO), which matured in June of that year. In addition, banks received liquidity assistance,
which lasted until the implementation of the next phase of TLTRO IIl. In April 2020 the ECB decided,
for the duration of the pandemic, to add new non-targeted extraordinary long-term refinancing
operations (PELTROSs) to its instrumentation. Their aim was to support liquidity protection in euro area
monetary markets (Czuchryta & Kowalik, 2010, pp. 46-48).

The PELTROs consisted of seven over-the-counter operations, conducted by quota tender. The
first of the operations took place in May 2020 and the maturity of the subsequent operations fell within
the relaxation of collateral requirements. The PELTRO interest rate was 25 bps below the average rate
of the main refinancing operations (ECB, 2020). In July 2021, one PELTRO operation reached a record
high of around €28 billion (Corsi & Mudde, 2022, p. 19). As the ECB has strong links with economies
outside the euro area, it has decided to introduce repo operations dedicated to selected central banks. In
addition, the ECB has reactivated swap lines for the euro and for the currencies of payment in Denmark,
Croatia and Bulgaria.

In addition, the ECB extended its cooperation with the central banks of Romania and Croatia
for another six months (Czuchryta & Kowalik, 2010, p. 45).

The Fed started with standard monetary policy instruments, namely interest rate cuts. On
03.03.2020 and 15.03.2020, the US central bank decided to cut the federal funds rate (the interest rate
charged to commercial banks for overnight deposits) by a total of 1.5 pp. As the federal funds rate is the
benchmark for the other short-term interest rates used by the Fed and influences long-term rates, its
reduction helped to reduce the cost of borrowing for households and businesses. The Fed has also
benefited from quantitative easing. As the pandemic caused significant breaches in the Treasury
securities and mortgage-backed securities (MBS) markets, the Fed defined as its initial priority ensuring
that these markets functioned properly, as they are important for the rotation of credit in the economy.
On 15.03.2020 the Fed decided that the main objective of quantitative easing should be to help the US
economy and announced the purchase of a minimum of $500 billion worth of Treasury securities and
$200 billion worth of government-guaranteed mortgage-backed securities.

In June 2020 the Fed decided to purchase Treasury bonds estimated at a minimum monthly

amount of $80 billion and to purchase $40 billion worth of residential and commercial mortgage-backed
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securities. However, as early as December 2020 the Fed decided to reduce the pace of bond purchases
due to the progress made by the US economy in terms of employment and price stability, which it was
aiming to achieve. In November 2021 the Fed continued to reduce its purchases (of Treasury bonds by
$10 billion and MBS by $5 billion). A month later, the Fed doubled the reduction in asset purchases
(Milstein & Wessel, 2024).

In addition to using normal repo operations, the Fed also introduced a new facility, called the
Foreign and International Monetary Authorities (FIMA) Repo Facility. Foreign central banks that obtain
a FIMA account enter into a repurchase agreement with the Fed, during which they exchange Treasury
securities in exchange for dollars at a special exchange rate. This creates an additional source of
temporary dollar liquidity and relieves pressure on global markets, helping them to operate more
smoothly. The FIMA Repo Facility was first implemented on 31.03.2020 and was intended to remain
only a temporary instrument for the duration of the pandemic, but on 28.07.2021 it entered the Fed's
instrumentation on a permanent basis (Fed, 2023).

The Fed also decided to reinstate the Term Asset-Backed Securities Loan Facility (TALF),
which required approval from the US Treasury Department. From 23.03.2020, households, consumers
and small businesses were able to receive financing from the US central bank under the program for
holders of asset-backed securities that were backed by new loans. Such loans included, for example,
student loans, auto loans, credit card loans and loans guaranteed by the Small Business Administration
(SBA). The Fed also added current commercial mortgage-backed securities and newly issued prime loan
obligations with collateral to the list of eligible collateral. According to estimates, the TALF was
expected to support a maximum of $100 billion in new loans in its initial phase. The TALF ended on
31.12.2020 (Milstein & Wessel, 2024).

Some central banks also used currency intervention in the pandemic. Latin American central
banks used currency derivatives most frequently, and a listing of these is presented in Table 2 (Cantu
etal., 2021, p. 16).

Table 2

Currency derivatives used by central banks in Latin America

Selected central banks Preferred currency derivative Goal
Banco Central do Brasil, Banco Expansion of currency swap To guarantee exchange rate
Central de Chile, Banco De La programs hedging for market participants so
Republica i Banco Central de that they become less exposed to
Reserva del Pert foreign exchange risk

Banco Central de Chile, Banco De  Use of non-deliverable forwards
La Republica i Banco de México

Source: own elaboration based on: Cantu et al. (2021, p. 16).

Central banks of emerging Asian economies have also opted for foreign exchange interventions

to counter destabilizing exchange rates. Bank Indonesia made foreign exchange intervention in the spot
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foreign exchange markets and domestic NDFs. The purpose of Bank Negara Malaysia's intervention
was to curb excessively high exchange rate volatility and maintain healthy levels of foreign exchange
liquidity. The reverse was the case in Hong Kong, whose central bank had to undertake foreign exchange
interventions to weaken the domestic currency against the US dollar due to a fixed exchange rate. The
Monetary Authority of Singapore reintroduced a centered exchange rate band with a zero appreciation
rate (Cantua et al., 2021, p. 16). The National Bank of Poland, in response to the pandemic, also made
use of a wide range of monetary policy instruments in order to contribute as much as possible to limiting
the negative effects caused by the crisis.

In the opinion of the Supreme Audit Office, monetary policy instruments were applied by the
NBP in a manner conducive to stimulating economic activity during the pandemic. The implementation
of new instruments or the modification of existing ones was preceded by an ongoing analysis of the
Polish and international economic situation and scenarios examining the course of the pandemic and its
effects. One of the first monetary policy instruments applied was the reduction of interest rates.

It was intended to support the financial situation of households and businesses, as there had
been a decline in economic activity, a reduction in consumer and business sentiment and a reduction in
wages and employment due to government tightening. The interest rate reduction process for 2020 is
presented in Table 3 (NIK, 2021, p. 3).

Table 3
Modification of the main NBP rates in 2020 (data in percent)

Rate From March 5, 2015 March 18, 2020 April 9, 2020 May 29, 2020
Reference 1,50 1,00 0,50 0,10
Lombard 2,50 1,50 1,00 0,50
Deposit 0,50 0,50 0,00 0,00
Rediscount of bills 1,75 1,05 0,55 0,11
Discount of bills - 1,10 0,60 0,12

Source: NBP.

The NBP also implemented a non-standard monetary policy instrument, quantitative easing
(QE). The scale of the program was thought to be the largest in Europe taking into account direct
spending, with a value of 6.5% of GDP excluding loans and guarantees. The only countries to announce
larger-scale quantitative easing were Australia, Japan and the US. According to the ING report, the NBP
has allocated around 4% of GDP to QE (as of April 2020). During the program, Treasury bonds were
bought, as well as bonds issued by BGK and PFR with maturities ranging from one to ten years. As of
April 2020, as many as 85% of the bonds purchased were five-year bonds or instruments with longer
maturities. ING's analysis shows that quantitative easing has had a positive impact on the Polish budget

and made a difference to the economy through fiscal programs. QE is estimated to have helped preserve
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jobs and enabled the economy to rebound more easily in 2020, albeit to a limited extent (Business Insider
Polska, 2023). By buying bonds from the secondary market, the increase in the supply of Treasury and
Treasury-guaranteed debt was neutralized (NIK, 2021, p. 9). Since the beginning of 2020 the NBP has
repurchased bonds to the tune of PLN 144 billion, and the proceeds from the sale of bonds have been
used by the government to finance “crisis shields” for companies most affected by pandemic austerity
(Markowiak, 2022, pp. 65-66).

In April 2020 the NBP allowed commercial banks to obtain a promissory note loan, which
enabled them to obtain a higher level of liquidity. The essence of the credit was the option to discount
bills of exchange, which commercial banks received as a form of collateral for business loans. The
promissory note credit did not gain much popularity, which the NBP explained by the potentially high
level of liquidity that commercial banks had. In addition, in December 2020 the NBP decided to carry
out a currency intervention, buying foreign currencies. This operation was aimed at preventing the
negative effects of the appreciation of the zloty, which could have negatively affected economic growth
and indirectly contributed to an increase in the inflation rate. From October to December 2020, the
Polish zloty showed an increasing trend against other currencies (by 4% against the euro), while after
the NBP's intervention, by the end of 2020 the zloty had depreciated (by 2.8% against the euro). The
weakening of the zloty continued until March 2021 (NIK, 2021, p. 11).

The Polish central bank decided to help Ukraine and, on 21.03.2022, allowed the NBU to use
the UAH/USD currency swap for one year (extendable), which may not exceed USD 1 billion (Financial
Observer, 2023). In addition, the NBP applied its proprietary idea of buying the hryvnia. The program
was conducted from 25.03.2022 to 09.09.2022. PKO Bank Polski was also involved in the operation,
which made its branches available to carry out the action. According to data available as of 05.09.2022,
the assistance to the Ukrainian central bank amounted to as many as 97,000 foreign exchange
transactions, with an estimated value of UAH 690 million (Bankier.pl, 2023).

The National Bank of Ukraine also implemented non-standard solutions. On 21.02.2022 NBU
introduced the possibility to purchase “cashless dollars” from its foreign exchange reserves and gold at
its own current exchange rate. The use of such a solution was intended to protect Ukrainian citizens
from the devaluation of the hryvnia. Dollars could be deposited for a minimum period of six months
with the possibility of extending it, and as the maturity date approached, the accumulated currency could
be exchanged for hryvnias. For the duration of the deposit, the dollars were kept with the NBU so that
other financial institutions would not use them to carry out their own transactions. The new product was
made available for sale in designated hourly banking sessions, and commercial banks were given a daily
limit to purchase $50,000.

The NBU introduced this non-standard instrument to minimize pressure on the cash market and
reduce demand for cash. The rate used by the Ukrainian central bank was, by design, more favorable
than that offered in the market to encourage consumers to buy and reduce currency purchases at

exchange offices, allowing the UAH exchange rate to be maintained at around 40 hryvnias per $1.
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‘Cashless dollars’ contributed to the NBU's maintenance of foreign exchange reserves and gold.
Ukrainian citizens were given the opportunity to insure their savings not only against devaluation but
also against other market risks (EDialog, 2022).

Ukrainian commercial banks were able to hedge their foreign exchange risk by purchasing at
the official NBU rate such dollar volume as corresponded to their deposit transactions, and deposit the
currency thus obtained in a special account provided by the NBU, with the proviso that they would only
be able to use such foreign exchange reserve to resell it to the central bank at the current exchange rate
when the deposits matured. Deposit transaction costs have been compensated by the NBU through the
introduction of interest payable in hryvnias on the foreign currency balance (NBU, 2023).

Evaluation of the effectiveness of the implementation of the NBP monetary policy —

results of surveys

In order to analyze the evaluation of the effectiveness of the implementation of the NBP
monetary policy in the examined period, two surveys were conducted with a total of 250 participants
(117 in the first round and 133 in the second round). A diagnostic survey was used as the research
method, while a survey questionnaire was the research tool. The survey was conducted in two cycles
(no sample heterogeneity was used). The first survey was conducted between July 2022 and January
2023, where 117 responses were obtained. The second survey, was conducted in March—April 2023,
where 133 responses were obtained. In both cases, the survey group included only people aged 18 and
over. The surveys were designed to determine Poles' inflation expectations and their assessment of the
price dynamics stabilization tools being introduced. A correlation analysis of demographic and social
characteristics with the results obtained was also conducted.

The questionnaires for both surveys consisted of seven questions on the socio-demographic
characteristics of the respondents (place of residence, gender, age, occupational status, current level of
net monthly income, credit/loan liabilities held and savings held) and three extended, multi-faceted
substantive questions. Both groups of respondents were diverse in terms of socio-demographic factors.
Respondents' financial education was not relevant to the survey, as monetary policy decisions affect
every Polish citizen, among other things, indirectly translating into commodity prices and loan
instalments.

The place of residence was categorized in the survey into four main categories: rural area, city
of up to 100 000, city of 100 500 000 and city of more than 500 000 inhabitants. The age was categorized
between four groups: 18-25 years, 26-40 years, 41-60 years and above 60 years. All age ranges were
represented in both surveys, which should be explained by the diversified way in which the questionnaire
was distributed — it was not only made available on various online forums and groups, but was also
handed out to respondents physically at the same time, in order to avoid the digital exclusion that often

affects older people. However, people aged 18-25 made up the second largest group (25.6%). For those
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aged 60 and over, the same number of respondents took part in both surveys (19 people). When
analyzing the occupational status of the respondents (Figure 9), it can be seen that the majority in both
surveys are employed under a contract of employment (42.7% and 59.4% respectively). This is also
a consequence of the age of the respondents, who made up the largest age groups (18-25 and 41-60).
These are therefore recent university graduates and those with significant work experience. The second
largest group were students: 37.6% in the first survey and 18% in the second. Eight respondents in both
surveys indicated that they were self-employed. One respondent in survey 1 and seven respondents in
survey 2 are employed under civil law contracts (contract of mandate and contract for specific work).
The least numerous group of respondents were unemployed: one unemployed person took part in the
first survey and two in the second survey. The salary was categorized into fourcategories: below PLN
3,000.00, PLN 3,000.00-6,000.00, PLN 6,000.00-10,000.00 and above PLN 10,000.00. The vast
majority of respondents in both surveys do not have any commitments of this kind (70.1% in the first
survey and 60.9% in the second survey). In the first survey, the second most common answer was ‘up
to PLN 10,000’, indicated by 15.4% of the sample, while 12.8% of respondents admitted to having credit
or loan commitments in the range of PLN 10-300,000. In the second survey, the second most frequently
indicated answer was ‘PLN 10-300 thousand’, which was selected by 21.1% of the respondents, and
14.3% have credit or loan commitments of less than PLN 10 thousand. Credit or loan commitments in
the range of PLN 300-500 thousand were taken by two people in the first survey and five people in the
second survey. In the first survey, 36.8% admitted to having savings of less than PLN 10,000. 34.2%
chose the answer ‘PLN 10-300 thousand’ and 24.8% had not accumulated any savings. In the second
survey, the most popular answer was PLN 10-300k, which was selected by 39.1%. 33.8% have no
savings and 24.1% have accumulated savings of up to PLN 10k. The answer ‘PLN 300-500 thousand’
was selected by three and two people respectively. Two respondents in the first and second surveys
admitted to having savings above PLN 500 thousand.

In the first question respondents were asked to assess various aspects of the central bank'’s
functioning in Poland, including an assessment of the NBP's organization, its response to monetary
shocks or the formation of interest rates, an estimation of the level of inflation and an assessment of
government programs. In the next question, respondents were asked to estimate the level of inflation in
the following six-month periods (in the first survey from 31.12.2022 to 31.12.2024, and in the second
survey from 30.06.2023 to 30.06.2025). Questions also included requests to assess the impact of
government assistance programs on price stability, including a reduction in the VAT rate on food, carbon
subsidies or free ‘credit holidays’.

Respondents were asked to assess the effectiveness of the NBP's activities in the area of monetary
policy, broken down into such aspects as: the organization of the NBP, maintaining a stable price level
(implementation of the inflation target: CPI 1.5-3.5%), the chosen strategy of direct inflation targeting,
responding to monetary shocks, interest rate formation, use of non-standard monetary policy instruments

— purchase of assets on the market, information policy, trust in the central bank, accuracy of
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projections/forecasts of inflation rate formation and the central bank's ability to bring the inflation rate
back to the inflation target in the medium-term horizon of three years. Five answers were available for

each question: 1 — definitely bad, 2 — rather bad, 3 — hard to say, 4 — rather good, 5 — definitely good.

Figure 1

Assessment of the NBP organization

Survey 2 17 46 55 11 4
Survey 1 32 40 33 11
0% 20% 40% 60% 80% 100%

Source: own elaboration.

In the first survey, 61.5% respondents assessed the organization of the NBP negatively (27.4%
chose the answer definitely bad and 34.2% rather bad). For 28.2% respondents, the assessment of the
NBP in this respect was difficult to determine. 12 people rated the organization of the NBP positively,
but only one thought it was definitely good. In the second survey, 47.4% rated the organization of the
NBP as bad, with 12.8% as definitely bad and 34.6% as rather bad. 41.4% chose the answer difficult to
say. As in the first survey, the smallest group of respondents was the group that assessed the organization
of the NBP as good (11 respondents thought it was rather good and 4 thought it was definitely good). In
the first survey, there is an apparent trend towards a poorer assessment of the organization of the NBP,
while in the second survey there is a clear increase in the number of people who had no opinion on the
subject (an increase of 166.7%). The least susceptible to change were the good response options
(Figure 1).

Figure 2
Assessment of the maintenance of a stable price level (achievement of the inflation target:
CPI1 1.5-3.5%)

Survey 2 51 45 26 110
Survey 1 76 24 12 32
0% 20% 40% 60% 80% 100%
182 3 w4ms

Source: own elaboration.
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In the second segment of the question on the effectiveness of the NBP, respondents commented
on the topic of maintaining a stable price level, which manifests itself through the implementation of the
inflation target (CPI between 1.5% and 3.5%). In the first survey, as many as 85.6% respondents
considered that the activities leading to the maintenance of a stable price level were carried out
ineffectively (65% definitely bad, and 20.5% as rather bad). 10.3% gave the answer difficult to say.
Only 5 respondents assessed the implementation of the inflation target as effective (3 persons chose the
option rather well and 2 persons definitely well). In the second survey, 72.2% assessed the
implementation of the inflation target as ineffective (38.4% as definitely bad and 33.8% as rather bad).
According to 19.6% of respondents, it was difficult to say whether the stable price level had been
realized. Both in the first and the second survey, it can be noted that the willingness to answer it is
difficult to say is one of the smallest in the survey, which may indicate a high awareness of the
respondents about the level of inflation in Poland and the NBP's activities related to maintaining a stable
price level. 11 respondents chose the rather good option, but no respondent answered definitely good
(Figure 2).

Figure 3

Evaluation of the chosen direct inflation targeting strategy

Survey 2 33 49 43 71
Survey 1 52 36 23 42
0% 20% 40% 60% 80% 100%
1m2 3 n4m3

Source: own elaboration.

In the first survey, 75.9% of respondents considered the direct inflation targeting strategy to be
inappropriate (44.4% of votes for definitely wrong and 30.8% for rather wrong). 19.7% of respondents
answered difficult to say. According to only six people, the direct inflation targeting strategy is correctly
chosen (four people described it as rather good and two as definitely good). In the second survey, 61.6%
rated the direct inflation targeting strategy as wrong (24.8% chose the option definitely wrong and 36.8%
rather wrong). 32.3% of respondents found it difficult to assess the direct inflation targeting strategy.
However, the number of respondents who assessed it positively increased. According to seven
respondents, the strategy was chosen well, and according to one respondent, it was definitely well
chosen. Comparing the two surveys, it can be seen that, in the second survey, the number of respondents

who gave the answer difficult to say increased by 12.6 pp. (Figure 3).
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Figure 4

Assessing the response to monetary shocks

0% 20% 40% 60% 80% 100%
1m2 304 ms3

Source: own elaboration.

In the first survey, 75.2% respondents gave negative answers regarding the assessment of the
response to monetary shocks (40.2% ranked it definitely bad and 35% rather bad). 18.8% respondents
found it difficult to assess. Only seven people rated the NBP's response to monetary shocks as adequate
(six people as rather good and one person definitely good). In the second survey, 60.9% respondents
thought that the NBP reacted to monetary shocks in an inappropriate way (18% chose the option
definitely bad and 42.9% rather bad). 30.1% respondents had no opinion on this issue. 12 respondents
thought that the NBP reacted well to monetary shocks (11 people thought it reacted rather well and 1
person thought it reacted definitely well). In the first survey, the magnitude of the negative assessment
of the response to monetary shocks was 14.3 percentage points higher. In the second survey, the

willingness to answer hard to say increases by 11.3 pp. (Figure 4).

Figure 5

Assessment of interest rate developments

Survey 1 57 - 21 71
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Source: own elaboration.

In the first survey, 75.2% o respondents assessed the formation of interest rates by the NBP as
bad, of which 48.7% chose the option definitely bad and 26.4% rather bad. 17.9% of respondents
answered difficult to say. Only one respondent rated the central bank's interest rate formation as

definitely good and seven respondents as rather good (6%). In the second survey, the tendency to give
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negative assessments decreased. According to 65.4% respondents, the NBP shapes interest rates
inappropriately (27.8% answered definitely bad and 37.6% rather bad). 21.8% respondents (which is
3.9 percentage points more than in survey 1) had no opinion on this issue. In survey 2, the propensity to
give positive answers almost doubled, with 12.8% rating the formation of interest rates as rather good
(Figure 5).

Figure 6
Evaluation of the use of non-standard monetary policy instruments — asset purchases on the market

Survey 2 19 37 67 91
Survey 1 34 31 46 60
0% 20% 40% 60% 20% 100%

Source: own elaboration.

55.6% respondents in the first survey rated the use of non-standard monetary policy instruments
negatively. 29.1% chose the option definitely bad and 26.4% rather bad. 39.3% respondents answered
difficult to say. Only six people rated the use of non-standard monetary policy instruments as rather
good. In the second survey, the propensity to rate the use of non-standard monetary policy instruments
negatively decreased by 13.5 percentage points. 42.1 per cent of respondents rated the purchase of assets
on the market as bad (14.3 per cent answered definitely bad and 27.8 per cent as rather bad). The
frequency of selecting the answer difficult to say increased by 15 pp. (50.4% responses). The fact that
so many people did not have an opinion on this subject may reflect the public's low awareness of the
details of asset purchases in the market and knowledge of non-standard monetary policy instruments.
Nine respondents rated the use of non-standard NBP monetary policy instruments as ‘rather good’ and
one as definitely good (Figure 6).

Figure 7

Evaluation of the NBP information policy

Survey 2 46 35 29 22 1
Survey 1 49 37 21 9 1
0% 20% 40% 60% 80% 100%

Source: own elaboration.
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In the first survey, 73.5% respondents felt that the NBP's information policy is badly conducted
(according to 41.9% it is definitely badly conducted and according to 31.6% it is rather badly
conducted). 17.9% respondents chose the option difficult to say. Nine people assessed the information
policy rather well and only one definitely well. In the second survey, the NBP's information policy was
bad according to 60.9% respondents. As in the case of answers to the previous questions, there was
a decreasing trend of negative answers. Their share decreased by 12.6 percentage points. 34.6%
respondents assessed the information policy as definitely bad and 26.3% as rather bad. 21.8% had no
opinion. 16.5% rated the NBP's information policy rather well. This is the first time that the share of
respondents giving a positive answer on an indicated aspect of the NBP has been so high compared to

previous questions (Figure 7).

Figure 8

Assessment of confidence in the central bank

Survey 2 43 44 29 15 4
Survey 1 59 26 20 6 6
0% 20% 40% 60% 80% 100%

Source: own elaboration.

In the first survey, 72.6% respondents said that they did not trust the Polish central bank (50.4%
definitely bad and 22.2% rather bad). 17.1% answered it is difficult to say. Six respondents (5.1%) rather
trust the NBP and six respondents definitely trust the NBP. In the second survey, 65.4% respondents
expressed negative trust in the NBP (32.3% have a definitely bad attitude towards trusting the Polish
central bank and 33.1% have a rather bad attitude). 21.8% have no opinion on trust in the NBP. About
10% rated their trust in the NBP as rather good and 4 respondents rated it as definitely good. Comparing
the two surveys, it can be seen that the tendency is to assess trust in the NBP positively significantly (for
the answer rather good). Also the scale of negative assessment of trust in the Polish central bank
decreased (7.2 percentage points), and the share of hard to say answers increased by 4.7 percentage

points (Figure 8).
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Figure 9

Assessment of the accuracy of projections/forecasts of inflation developments

Survey 2 40 40 37 15 1
Survey 1 60 33 14 91
0% 20% 40% 60% 80%  100%
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Source: own elaboration.

In the first survey, 79.5% respondents considered the accuracy of projections and forecasts of
the inflation rate to be bad, with 51.3% rating it definitely bad and 28.2% rather bad. 12% of respondents
answered difficult to say. Nine respondents rated the accuracy of the projections and forecasts of the
inflation rate as rather good and one respondent as definitely good. In the second survey, 60.2%
participants expressed a negative assessment of the accuracy of the above projections. For each of the
negative options, the share of respondents was 30.1%. Compared to the first survey, it can be noted that
the propensity to choose answers indicating a negative assessment of the accuracy of the projections and
forecasts of the evolution of the inflation rate decreased by 19.3%. The share of hard to say answers was
27.8%, so there was an upward trend (by 15.8 points) compared to survey 1. 11.3% respondents rated
the accuracy of projections and forecasts of the inflation rate as rather good. This is one of the higher
results for this response option, as in other questions the 10% threshold is rarely exceeded for positive

ratings (Figure 9).

Figure 10
Assessing the central bank's ability to return the inflation rate to the inflation target over a medium-

term horizon of three years

Survey 2 25 55 41 102
Survey 1 44 43 22 71
0% 20% 40% 60% 80% 100%%
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Source: own elaboration.

112



NBP Monetary Policy in 2020-2022 in the Light of Central Banks' Responses to External Shocks

In the first survey, 74.4% respondents rated the central bank's ability to return the inflation rate
to the inflation target over a medium-term horizon of three years as low. 37.6% answered definitely bad
and 36.8% rather bad. 18.8% of respondents found it difficult to assess the NBP's ability to bring the
inflation rate back to the inflation target. Seven respondents chose the option rather well and one
definitely well. In the second survey, 60.3% of respondents felt that the NBP's ability to restore the
inflation rate was low, in particular 18.9% rated it very bad and 41.4% rated it rather bad. Compared to
survey 1, there was a 14.1 pp. increase in the share of this response in the sample. 30.8% of the
respondents had no opinion on the subject, which represents a 12 pp. increase in respondent uncertainty
compared to the first survey. In terms of positive response options, ten respondents rated the central
bank's ability to bring the inflation rate back to the inflation target over a medium-term horizon of three
years rather well and two rated it strongly well (Figure 10).

On the other hand, when analyzing the results from both surveys on the issue of the evaluation
of non-monetary measures to mitigate the effects of inflation in Poland, it can be seen that the average
rating ranges from 2.5 to 2.8 (Figure 11). The lowest rated measures according to respondents were
credit holidays and carbon subsidies (2.5). The best rated ones were the reduction in the tax burden on
fuel and the reduction in the VAT rate on food (2.8).

Figure 11

Average rating of non-monetary inflation mitigation measures in survey 1 and survey 2
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Source: own elaboration.

A chi-square test of independence was used to assess the significance of the association of
selected socio-demographic factors with the evaluation of individual elements of monetary policy and
the evaluation of individual non-monetary inflation mitigation activities.

In study 1, the age of the respondents was shown to influence the evaluation of central bank
activities at the 5% significance level (NBP organization). With 12 degrees of freedom, a p-value of
0.000 was obtained there.
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Figure 12

Relationship between age and assessment of NBP organization
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Source: own elaboration.

In the 18-25 age group, the most popular answer was hard to say, which was selected by 39.2%,
and rather bad, which was ticked by 35.3% of respondents. 33.3% of respondents aged 26 to 40 thought
the NBP organization was rather bad and 28.6% thought it was definitely bad. 42.3% of respondents in
the 41-60 group answered definitely bad, while 26.9% answered rather bad. 42.1% of respondents aged
60 and over thought the NBP organization was rather bad, while 21.1% thought it was neutral or rather
bad. The group that assessed the NBP organization most negatively was the 41-60 age group, where
69.2% selected the answers definitely bad and rather bad together. Only 3.8% of respondents in the 41—
60 group rated the organization of the NBP as definitely good (Figure 12).

Table 4
Relationship between socio-demographic factors and assessment of central bank performance —

chi-square test results (maintaining a stable price level - meeting the inflation target: CPI 1.5-3.5%)

Survey 1 Survey 2
Variable Degrees of p-value  Verification of Degrees of p-value Verification of
freedom level hypothesis freedom level hypothesis
Sex 4 0,011 Dependent 3 0,034 Dependent
variables variables
Age 12 0,821 Ind_ependent 9 0,002 Dependent
variables variables
Residence 12 0,67g  Independent 9 0,003 Dependent
variables variables
Occupational status 20 0,725 Ind_e pendent 15 0,004 Dependent
variables variables
Savings held 16 0003  Dependent 12 0,600 'ndependent
variables variables

Source: own elaboration.
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The highest correlation of selected socio-demographic factors with the evaluation of individual
elements of monetary policy occurred in the case of the evaluation of the maintenance of a stable price
level (achievement of the inflation target: CPI 1.5-3.5%), as presented in Table 4. It was shown that at
the significance level of 5%, a significant relationship could be confirmed for six variables from both
surveys (gender, age, place of residence, occupational status and savings held).

Relevance from other tests were demonstrated on the figures below.

Figure 13
Relationship between gender and assessment of the use of non-standard monetary policy instruments

(asset purchases) in survey 1
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Source: own elaboration.

Male respondents rated the use of non-standard monetary policy instruments significantly worse
than female respondents. 70.9% male respondents assessed the purchase of assets in the market
negatively, while 42% female respondents gave combined answers of rather bad and definitely bad.
Among women, the tendency to choose the neutral response option difficult to say also prevailed: this
was chosen by 25.5% male respondents and almost twice as many female respondents.

Figure 14
Relationship between net monthly income and the assessment of the use of non-standard monetary

policy instruments (asset purchases) in survey 1
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Source: own elaboration.
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The most negative responses were given by respondents earning above PLN 10,000 where
85.7% assessed the use of non-standard monetary policy instruments as definitely bad. Respondents
earning more than PLN 10,000 were the least diverse group, as in addition to the definitely bad response
option, 14.3% chose the hard to say response. The highest total share of negative responses of 66.6%
occurred in the group earning between PLN 6k and PLN 10k. At the same time, in this group, 9.5%
respondents answered rather well, which was the highest share of positive answers compared to other

groups of respondents.

Figure 15
Relationship between credit/loan liabilities held and assessment of response to monetary shocks in
study 2
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Source: own elaboration.

The group that rated the response to monetary shocks most poorly was the group with credit/loan
commitments of PLN 10,000-300,000, where 72.1% respondents collectively answered rather bad and
definitely bad. The smallest share of negative responses was in the group of respondents who took out
a credit/loan of up to PLN 10,000, at 47.4%. This group had the highest share of positive responses —
21.1% of respondents rated the NBP's response to monetary shocks as rather good and 5.3% as definitely
good (Figure 15).

For those earning up to PLN 3k, the most popular inflation expectations were the ranges of
14.1-17% and above 17%, selected by 28.8% respondents. 45.9% of those earning between PLN 3,000
and PLN 6,000 felt that the level of inflation would be above 17%, while 37.8% felt it would be between
14.1-17%. 28.6% respondents whose current level of monthly net income was between PLN 6,000 and
10,000 answered above 17%. The most popular answers given by respondents earning more than PLN
10,000 (42.9%) were above 17% and 8.1-11%.
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Figure 16
Relationship between monthly net income and inflation assessment (30.06.2023) in study 1
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Source: own elaboration.

In Poland, the inflation target, measured using the CPI index, was set in the range of 1.5-3.5%
year-on-year. In January 2020, the inflation rate exceeded the upper limit of the target by 0.8 pp. and
inflation reached its highest value in 2020 in February (4.7%). In March 2020, the first official case of
coronavirus infection was reported in Poland. In the following months of 2020, the downward trend in
the inflation rate continued (disinflation) and the upper limit of the target was not exceeded,
demonstrating the effectiveness of the inflation target. In 2021, the upper limit of the inflation target
was exceeded in April (4.3%), so the implementation of the target only took place in the first two months
of the year. In the following months of 2021, the inflation rate continued its upward trend and its values
continued to exceed the designated upper limit of the inflation target. In the months of April-December
2021, inflation averaged 5.89%, and at its peak (December 2021) it reached 8.6%. In 2022, no month
was able to keep inflation within the set inflation target. In addition, inflation continuously maintained
a rising double-digit figure between March and December 2022. Inflation peaked in October 2022 with
a CPI level of 17.9%, so the upper limit of the inflation target was exceeded by 14.4 pp. (511%). The
evolution of the inflation rate in Poland is presented in Figure 17.

In 2021, the IMF assessed that the National Bank of Poland loosened the monetary policy stance
in a quick and adequate way. In their opinion NBP effectively complemented the fiscal measures, which
reduced the negative impact of the pandemic on the economy and the banking sector. The NBP's asset
purchase program (PSA) was properly communicated and fulfilled its purpose of supplying liquidity to
government bond markets and strengthening monetary policy transmission. The transparency of the PSA
was high and all of the information about the NBP's securities purchases and holdings was publicly
available (NBP, 2021). In order to compare the results of inflation forecast by respondents with

a credible and professional forecast, a forecast made by the NBP has been presented (NBP, 2021).
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Figure 17
Inflation rate in Poland in 2011-2022 and the NBP inflation target
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Source: own elaboration based on: GUS (n.d.).

Table 5
Inflation projected by NBP in 2022-2025

Time of inflation Projected inflation in 2022—2025 [%)]
forecast
2022 2023 2024 2025
July 2022 14,2 12,3 41 -
November 2022 14,5 13,1 59 3,5
March 2023 - 11,9 57 3,5
July 2023 11,9 5,2 3,6
November 2023 - 11,4 4,6 3,7
March 2024 - 3,0 3,4 2,9
July 2024 - 3,7 5.2
Source: NBP.

Analyzing the results of the respondents' inflation forecast with the inflation forecast by the
NBP, it can be seen that there is a tendency for respondents to overestimate the level of inflation,
particularly in the first survey, which took place between 31.12.2022 and 30.06.2024. 58.1%
respondents thought that inflation would be above 17% by 31.12.2022, while the NBP estimated it at
14.5% in November 2022, a difference of three percentage points. Also by the end of June 2022 and the
end of December 2022 more than 20% respondents were confident that inflation would be between
14.1% and 17%, while the NBP estimated it at 11.9 % in March 2023.
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Table 6
Distribution of respondents (in %) assessing the level of inflation in the period between 30.06.2023—

30.06.2025

Inflation 31.12.2022 30.06.2023 31.12.2023 30.06.2024 31.12.2024
Below 3,5% 0,9% 0,0% 0,0% 1,7% 5,1%
3,5-5% 2,6% 4,3% 3,4% 6,8% 10,3%
5,1-8% 7,7% 12,0% 12,0% 17,1% 17,9%
8,1-11% 13,7% 9,4% 16,2% 20,5% 25,6%
11,1-14% 1,7% 12,0% 20,5% 21,4% 15,4%
14,1-17% 15,4% 27,4% 23,9% 15,4% 13,7%
Above 17% 58,1% 35,0% 23,9% 17,1% 12,0%

Source: own elaboration.

Survey 2 was conducted between March and April 2023. As of 30.06.2023 37.6% respondents
selected responses between 8.1% and 14%, which is lower than in the previous survey. On the other
hand, in March 2022, the inflation forecast by the NBP was 11.9%, so this is already more similar to the
previous forecasts.

In November 2023, the NBP projection assumed to continue extinction of the effects caused by
the strong negative supply shock associated with the COVID-19 pandemic and Russia's aggression
against Ukraine. The domestic demand and economic activity abroad were expected to recover, which
would lead to a marked acceleration of economic growth in Poland in 2024-2025. Further fiscal
instruments, including the increase of the parental benefit from PLN 500 to PLN 800 (from the
beginning of 2024) and the permanent introduction of the fourteenth pension, were also said to support

economic growth in this horizon according to NBP (NBP, 2023).

Table 7
Distribution of respondents (in %) assessing the level of inflation in the period 30.06.2023-30.06.2025

Inflation 30.06.2023 31.12.2023 30.06.2024 31.12.2024 30.06.2025
Under 3,5% 0,0% 0,0% 0,0% 1,5% 6,0%
3,5-5% 1,5% 2,3% 4,5% 6,8% 12,8%
5,1-8% 7,5% 7,5% 9,0% 16,5% 19,5%
8,1-11% 6,0% 7,5% 17,3% 19,5% 18,0%
11,1-14% 3,8% 17,3% 20,3% 14,3% 9,8%
14,1-17% 26,3% 21,8% 12,0% 12,0% 12,0%
17,1-20% 36,1% 19,5% 21,8% 14,3% 11,3%
20,1-23% 12,0% 20,3% 12,0% 12,8% 6,8%
Above 23% 6,8% 3,8% 3,0% 2,3% 3,8%

Source: own elaboration.
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Conclusion

The main objective of the article was to analyze the use of standard and non-standard monetary
policy instruments by central banks under shock conditions and to assess the public perception of the
effectiveness of monetary policy of the National Bank of Poland, based on a survey carried out in two
rounds. In particular, the following hypothesis were tested: (1) that the activity of the central bank in the
area of monetary policy in Poland under conditions of shock is characterized by low effectiveness in the
opinion of financial market customers; and (2) that socio-demographic factors such as place of
residence, gender, age, occupational status, current level of monthly net income, loan liabilities held and
the scale of savings held influence the evaluation of the effectiveness of the central bank’s policies in
Poland.

The first hypothesis was confirmed. The NBP activities were predominantly negatively rated,
but there was an improvement in the evaluation during the beginning of the disinflation process (survey
2). The second hypothesis was also confirmed. In order to assess the significance of the association of
selected socio-demographic factors with the evaluation of the effectiveness of the Polish central bank'’s
actions, a chi-square test of independence was used and the significance level was set at 5%. The most
frequently confirmed determinant of the evaluation of the effectiveness of central bank actions is the
gender of the consumer, which showed a significant relationship with the evaluation of the NBP in terms
of the effectiveness of maintaining a stable price level (in both surveys), the use of non-standard
monetary policy instruments (in survey 1). Age had a significant impact on the assessment of the NBP
organization (in survey 1) and the assessment of the effectiveness of maintaining a stable price level (in
survey 2). A relationship was confirmed between the current level of net monthly income of customers
and the central bank's use of non-standard monetary policy instruments (in survey 1). A significant
relationship was found between occupational status and the assessment of the effectiveness of the NBP
in maintaining a stable price level (in survey 2). The place of residence of customers also significantly
affects the assessment of the effectiveness of the NBP in maintaining a stable price level (in survey 2).
The assessment of the effectiveness of the central bank's response to monetary shocks depended on the
level of credit/loan liabilities held by customers in study 2. The level of savings held influenced the

assessment of the effectiveness of the NBP in maintaining a stable price level in study 1.
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PERFORMANCE OF SELECTED BANKS

ABSTRACT

The purpose of the article. Costs associated with legal risks, including those arising from the need to carry out
loan conversions, compensate borrowers, and court or settlement costs, are an element that affects the
profitability of banks that have granted such loans. The purpose of this article is to indicate the impact of costs
associated with the legal risk of foreign currency mortgage loans in CHF in the context of the financial
performance of selected banks in Poland. Particular attention was paid to the impact of costs related to litigation,
the settlement process and loan conversions on the financial performance of banks. The article uses an analysis
of studies and data published by financial safety net institutions and an analysis of the financial results of banks
operating in the Polish banking sector. Due to the provisions made, banks are more prepared for the challenge
of the materialization of legal risks related to foreign currency housing loans. However, it should be emphasized
that this risk will be one of the main factors affecting the situation of banks in the coming years. The article
complements the existing body of research on legal risk provisions with the impact of the level of provisions on
the financial performance of banks operating in the Polish banking sector.

Methodology. The article uses an analysis of studies and data published by financial security network institutions,
as well as an analysis of the financial results of banks operating in the Polish banking sector that have the largest
share of foreign currency loans in their portfolios: PKO BP S.A., Millennium S.A., Santander S.A. and mBank S.A.

Results of the research. The analysis of the role of costs related to the legal risk of foreign currency mortgages
in CHF in shaping the financial performance of selected banks in the Polish banking sector, indicates that this risk
has a significant impact on the financial performance of the studied institutions. Due to the provisions made,
banks are more prepared for the challenge of materialization of legal risk related to foreign currency housing
loans. However, it should be emphasized that this risk will be one of the main factors influencing the situation of
banks in the coming years. Based on the analysis, it is shown that the level of provisions made by banks related
to the legal risk of foreign currency housing loans is increasing.

Keywords: legal risk, banking, mortgages.
JEL Class: G2, G21.

*MA, SGH Warsaw School of Economics, https://orcid.org/0000-0002-8894-3139 Corresponding Author.
E-mail: zpolko@sgh.waw.pl

123


https://doi.org/10.18778/2391-6478.2.46.07
https://orcid.org/0000-0002-8894-3139
mailto:zpolko@sgh.waw.pl

Zofia Polkowska

Impact of Costs on Legal Risk of CHF Foreign Currency Mortgage Loans in Shaping Financial

Performance of Selected Banks

Banks operating in the Polish banking sector introduced and granted mortgages denominated
and indexed to the Swiss franc (CHF) between 2004 and 2008. Initially, they were widely promoted as
a favorable solution, especially duing the period of low interest rates and a stable CHF exchange rate,
but in subsequent years they began to generate serious problems for both borrowers and banks. The rise
in the value of the Swiss franc against the Polish zloty and the changing legal situation, especially in the
context of the growing number of lawsuits related to the terms of the loan agreement, revealed legal
risks that affected the functioning of the banking sector and the stability and financial performance of
the banks granting such loans. Costs associated with legal risks, including those arising from the need
to carry out loan conversions, compensate borrowers, and court or settlement costs, are an element that
affects the profitability of banks that have granted such loans.

The purpose of this article is to indicate the impact of the cost of legal risk of foreign currency
mortgage loans in CHF in the context of the financial performance of selected banks in Poland.
Particular attention has been paid to the impact on banks' financial performance of costs related to legal
proceedings, the settlement process and loan conversions. In addition, taking into account the changing
economic conditions, an attempt was made to assess how the selected banks responded to the legal risks
associated with foreign currency loans and how the management of these risks affects their financial

performance in 2021-2023.

Literature review

Bank security is affected among others by institutional, structural and market conditions
(Zaleska, 2022). The level of risk can also be affected by the bank's responses to government actions,
including those taken in response to the crisis triggered by the increase in risk in the banking sector
(Kolesnik, 2019). The literature points out that among the important systemic risks there are the so-
called CHF credits and the materialization of legal risks (Zaleska, 2022). The issue of so-called CHF
credits is a materialization of foreign exchange risk and legal risk (Zaleska, 2022). The legal risk
situation burdening some banks in the sector affects the prospects of the entire sector (Lusztyn, 2024).
Factors that seemingly only affect risk in some banks can cause an increase in systemic risk (Kolesnik,
2019).

Loans denominated and indexed to CHF were introduced into the banks' offerings and granted
on a massive scale in 2004—2008 (Jura, 2021). It should be noted that loans were granted during this
period at the CHF exchange rate of PLN 2.0-2.6 (Kata, 2015). The design of the loans offered at that
time, allowed the application of a lower interest rate, at the expense of linking the amount of the
installment to the future exchange rate (Korpalski, 2020). A significant increase in exchange rate risk

initiated a decline in sales of residential loans denominated or indexed in Swiss francs (Czechowska
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et al., 2022). New loans in Swiss franc are granted only in very small amounts, but since 2021, there has
been a materialization of the operational risk of the pre-2009 transaction (Baginski, 2022). For several
years, the portfolio of foreign currency loans and mortgages has been a major risk factor in the banking
sector. It is also a factor significantly affecting the financial position of banks in the Polish sector
(UKNF, 2024). The National Bank of Poland emphasizes in its annual reports that the main weakness
in systemic risk remains the legal risk associated with foreign currency housing loans (NBP, 2021b). In
the context of financial stability, the legal risk of foreign currency housing loans is indicated as the most
important risk (NBP, 2021b). The literature indicates that the stability of the Polish banking sector is
not directly threatened due to issues related to credits denominated and indexed to the Swiss franc. This
is influenced, among other things, by higher capital requirements, compared to other European Union
countries (Jura, 2021). The area of the impact of legal risk on the situation of banks is analyzed, among
other things, within the framework of non-reporting research on the legal risk of the foreign currency
loan portfolio by the Office of the Financial Supervisory Commission (UKNF) (UKNF, 2024).

An increase in the probability of legal risk materializing occurred in 2019, following a ruling
by the Court of Justice of the European Union (Jura, 2021). Some of the institutions in 2021-2024 wrote
off legal risk provisions, which were related to foreign currency mortgages, in an amount higher than
the total amount of capital needed to operate in the state at that time (Lusztyn, 2024). In the case of an
extreme scenario, which would involve maximizing the statute of limitations on the banks' claims, if the
loan agreements were ruled invalid, the costs would exceed the capitals accumulated by the banks in the
Polish sector. As a result of such a scenario, a banking crisis would be possible, burdening taxpayers
with the costs (Lusztyn, 2021).

Banks began making provisions for legal risks starting in 2019, but their scale has increased
significantly in subsequent years (ZBP, 2022). Banks that have a large share of mortgage loans indexed
to the Swiss franc exchange rate in their portfolio may create high allowances for expected loan losses,
in connection with court proceedings that may be settled to the bank's disadvantage (Czechowska et al.,
2024). It is worth noting the establishment of the Borrower Support Fund, fed by banks, which was one
of the solutions to support the area of foreign currency loan portfolio (ZBP, 2022).

One of the key solutions was the process of offering settlements to customers (ZBP, 2022).
A report by the Polish Bank Association in 2024 indicated that the number of lawsuits against banks
concerning foreign currency home loans exceeded 150,0000 cases. On this basis, the risk level of banks
on this account should be described as high or very high (ZBP, 2024). A measure to reduce the legal
risk associated with the portfolio of foreign-currency housing loans was the use of a mechanism making
the weight of the risk dependent on the recognized costs of the settlements (ZBP, 2024). This also
affected the process of amicable resolution of the bank's disputes with the borrower. The level of legal
risk provsions established by banks is influenced by the process of offering settlements to borrowers,
the line of court decisions that are favorable from the perspective of borrowers, as well as the growing

number of settlements on the invalidity of loan agreements citing abusive clauses (UKNF, 2024).
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Attention should be paid to the proposal of the Chairman of the The Polish Financial
Supervision Authority, which assumes the possibility of voluntarily converting foreign currency loans
in Swiss franc to gold loans (NBP, 2021b). The sector also hints at a proposal to have disputed foreign
currency loans taken over by a dedicated state institution (EKF, 2020). In connection with the growing
value of loan debt denominated or indexed in Swiss francs, legislative solutions are being attempted to
statutorily modify the content of loan agreements concluded between consumers and banks (Jurkowska-
Zeidler, 2017).

Methodology and research

The article uses an analysis of studies and data published by financial security network
institutions, as well as an analysis of the financial results of banks operating in the Polish banking sector
that have the largest share of foreign currency loans in their portfolios: PKO BP S.A., Millennium S.A.,
Santander S.A. and mBank S.A. According to data as of the end quarter of the 2022, the gross value of
the portfolio of CHF-based mortgages was as follows (in PLN million): 14,731, 11,454, 9126, 8787.
The analysis covers the years 2021-2023. The period adopted illustrates the situation of the sector after
the so-called proposal of the Chairman of the FSC in December 2020. The proposal envisaged the
conversion of franc loans to zloty loans on such terms that a franc loan would be treated as if it were
a PLN loan from the beginning. The article complements the existing body of research on legal risk
provisions with the impact of the level of provisions on the financial performance of banks operating in

the Polish banking sector, which have the largest share of foreign currency loans in their loan portfolios.
Results

In the analyzed years 2021-2023, the Office of the Financial Supervisory Commission
identified the portfolio of foreign currency loans and mortgages as one of the main risk factors in the
banking sector, which significantly affected the financial position of banks (UKNF 2022; 2023; 2024).
Banks two-book provisions according to individually developed models in accordance with the
framework set forth in the International Financial Reporting Standards (IFRS). The criteria based on
which banks calculate the value of provisions include:

e number of lawsuits (current and expected),

e average duration of proceedings,

o the probability that the case will be resolved to the bank's disadvantage, and

o the estimated amount of loss in the event of such a settlement.

Banks that offer settlements to borrowers also include in their reserves the projected number of
contracts included in the settlement process and the projected costs incurred in the process (NBP, 2021a).
Banks establish reserves from which they cover losses incurred in connection with court judgments or
settlements. According to a simulation by the Union of Polish Banks (ZBP), in its report on the situation

of the banking sector, “Banks 2023”, 25% of borrowers with active CHF loans will jump to a settlement,
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while 75% will file a lawsuit. In the case of repaid loans, ZBP estimates that 25% of borrowers will use
the court path.

In 2021, banks in the entire Polish sector in the item of provisions for legal risk of foreign
currency mortgages in CHF showed PLN 7.6 billion. In 2021, mBank tied up a total of about PLN 2.75
billion. Bank Millennium, on the other hand, made write-downs for legal risk of CHF mortgages to the
tune of PLN 2.3 billion. This had an impact on the bank's financial result, specifically, the bank made
a loss of PLN —1.33 billion. Santander Bank Polska periodically increased the amount of write-downs
for legal risk associated with the mortgages in question.

In 2021, the value of the object of sport was 13.2 billion (an increase of 142.2% compared to
2020). The value of provisions made by banks amounted to 23.3 billion (an increase of 17.7 billion
(317.2%) compared to 2020). It is worth noting that the value of provisions exceeded the total value of
the subject of litigation. This was due, among other things, to the expectation of unfavorable court
decisions for banks and the start of activities related to the process of offering settlements to borrowers.
Provisions for settlements amounted to PLN 6 billion in total provisions.

In 2022, the value of disputed loans amounted to PLN 35.8 billion (an increase of PLN 15.6
billion (77.3%) compared to the balance at the end of 2021). The number of disputed loans (included in
bank balance sheets and repaid) amounted to 105.7 thousand (up 32.6 thousand (44.6%) year-on-year).
In the balance sheets of banks and branches of credit institutions, the number of housing loans for
households linked to the Swiss franc was 310 thousand. It is worth noting that due to the expected
judgment of the Court of Justice of the European Union, the level of legal risk of the portfolio of foreign
currency mortgages increased in 2022, including, in particular, the issue concerning the possibility of
demanding remuneration for the use of capital by the consumer, granted by the bank, in the event of
cancellation of the contract (Case C-520/21) (KNF, 2023). Due to the increase in legal risks, banks
increased their level of provisions in 2022 to 37.1 billion (an increase of 14.1 billion (61.7%) compared
to 2021) (UKNF, 2023).

At the end of 2023, the number of Swiss franc-linked home loans for households across the
sector was 240.0 thousand. In the same year, the value of the disputed loans was PLN 58.6 billion
(an increase of PLN 22.8 billion (63.6%) over 2022). The number of disputed loans (included in the
bank's balance sheets and repaid) amounted to 149.9 thousand (up 44.3 thousand (51.9%) year-on-year)
(UKNF, 2024). The annual dynamics of gross foreign currency receivables from housing loans to
households in 2021-2023 is presented in Table 1.

Table 1

Annual growth rate of gross foreign currency receivables from housing loans to households in 2021-2023

Receivables from

. 2021 2022 2023

housing loans
Total [%] 106,8 92,3 96,5
Foreign currency [%] 88,5 74,2 56,1

Source: own elaboration based on the ZBP (2024).

127



Zofia Polkowska

The value of provisions in 2023 amounted to PLN 57.5 billion (an increase of PLN 20.4 billion
(55.1%) compared to 2022) (UKNF, 2024). Banks in 2023 actively offered and entered into settlements
with borrowers, which were based on the proposal of the Chairman of the FSC to use mediation through
the Arbitration Court at the Financial Supervision Commission. Some of the banks offered settlements
under the terms they set. As of the end of 2023, banks had reached 89,000 settlements, with a total value
of PLN 15.2 billion (UKNF, 2024). An analysis of the level of provisions in 2021-2023 is presented in
Table 2.

Table 2
Level of provisions for legal risk associated with CHF loan portfolio in 2021-2023

Level of provisions for legal risk related to CHF

Year loan portfolio (as of year-end) Increase/decrease yly
2021 PLN 23.3 billion (including PLN 6 billion for increase by 17,7 billion PLN
reserves dedicated to settlement) (+317,2%)
2022 PLN 37.1 billion increase by 4,1 billion PLN (+61,7%)
o increase by 20,4 billion PLN
2023 PLN 57.5 billion (+55.1%)

Source: own elaboration based on Information on the situation of the banking sector 2021-2023,

UKNF (2022-2024).

The National Bank of Poland points out that the strong variation in the amount of provisions
may be due to differences in the adequate reflection of risk at individual banks. It is worth noting that
in 2020-2021, some banks have made higher provisions for legal risk than for credit risk provisions.

The legal costs associated with the foreign currency mortgage portfolio of the individual banks
included in the analysis for 2021-2023 are shown in Table 3. It should be noted that for three out of four

banks, legal costs increased year-on-year during the period under review.

Table 3
Legal costs associated with foreign currency mortgage portfolio in 2021-2023

Bank/ Amount of costs

(million PLN) 2021 2022 2023
PKO BP S.A. 6552 1914 2715
Millennium S.A. 2 086 2017 3065
Santander Bank
Polska S.A. 231 1611 2 405
mBank S.A. 2758 3112 4908

Source: own elaboration based on banks' financial statements.

Legal costs translated directly into reduced financial results of banks in the period under review.

Some of the banks (Millennium S.A, Santander Bank Polska S.A. and mBank S.A.) made a loss,
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resulting from the legal costs incurred. In banks’ financial statements in the years under review, all of
the banks surveyed indicated a significant impact of costs for legal risk on net profit. The financial

results for 2021-2023 of the analyzed banks are presented in the Table 4.

Table 4
Banks' financial performance in 2021-2023

Bank/Net profit (PLN million) 2021 2022 2023
PKO BP S.A. 4874 3333 5502

Millennium S.A. -1332 -1015 576
Santander Bank Polska S.A. 160 -2 449 —4 672
mBank S.A. -121,3 -702,7 970,6

Source: own elaboration based on banks' financial statements.
The share of costs in the financial results of banks in the analyzed period is presented at Figure 1.

Figure 1
Scale of legal costs associated with foreign currency mortgage portfolio in 2021-2023 in relation to

banks' financial performance

2500%

2274%

2000%

1500%

1000%

500% 443% 532%  506%
134%15:6144% 57% 19:6 66% 49% I 51% I
- —

- 2021 o 2022 2003

mPKOBP mMillennium Santander m mBank

Source: own elaboration based on banks' financial statements.
Conclusions

The analysis of the role of costs related to the legal risk of foreign currency mortgages in CHF
in shaping the financial performance of selected banks in the Polish banking sector, indicates that this
risk has a significant impact on the financial performance of the studied institutions. Due to the

provisions made, banks are more prepared for the challenge of materialization of legal risk related to
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foreign currency housing loans. However, it should be emphasized that this risk will be one of the main
factors influencing the situation of banks in the coming years. Based on the analysis, it is shown that the
level of provisions made by banks related to the legal risk of foreign currency housing loans is
increasing.

The banks showed stable operating results in the years under review, but their gross results were
burdened by the cost of legal risks, particularly those related to foreign currency mortgages. The
institutions hedged against this risk through high provisions, as well as through the settlement programs
implemented. The cost element for legal risk includes the cost of litigation, as well as the level of losses
on the loan exposure if the bank loses the case. Banks also consider in costs the scenario of cancellation
of loan agreements without the possibility of claiming the cost of using the capital that was made
available to the borrower. Note that the costs of the settlement program are also in this cost category. It
is worth noting that the banks' losses related to the settlement concluded with the customer or for
declaring the contracts ineffective depend on the exchange rate at which the loan is converted to zlotys
or written off the balance sheet.

In the long term, a key element in the strategy for managing risks associated with foreign
currency loans will be not only monitoring foreign currency risk, but also actively managing legal risk
and adapting loan products to the requirements of changing legislation. An increase in provisions for
legal risk will be associated with an increase in fees and commissions, as this type of risk will be taken
into account by banks in the products they offer and their prices due to the need to raise additional
revenues to cover the increase in costs. The challenges associated with this risk require banking
institutions not only to effectively manage legal risk, but also to constantly monitor and adapt their

strategies to the dynamically changing regulatory and market environment.
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