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Trends and Challenges. A Banking Sector Perspective 

 

  



Book of Abstracts – Plenary Session I 

10 

 

Paweł Borys 

Polski Fundusz Rozwoju (Polish Development Fund), Poland 

The role of development institutions in the economy 

 

  



Book of Abstracts 

 

11 

 

Leszek Czarnecki –  

Getin Noble Bank, Poland 

Leadership vs management 

  

 



Book of Abstracts – Plenary Session II 

12 

 

Plenary Session II 

Lucjan Orlowski – Responses of Monetary Policies in Central Europe to Global Economic and 

Financial Risks .............................................................................................................................. 9 

Oded Stark – A social-psychological explanation of the variation in risk-taking behavior  ....... 10 
 

  



Book of Abstracts 

 

13 

 

Lucjan Orlowski 

Sacred Heart University, United States of America 

Responses of Monetary Policies in Central Europe  

to Global Economic and Financial Risks 

Recent economic, financial and political risks call for creative and unorthodox monetary 

policy responses by central banks. This includes the challenges faced by monetary au-

thorities of non-euro EU members in Central Europe. Monetary policy regimes in these 

countries have undergone transition from strict toward more flexible exchange rate tar-

geting, followed by strict and flexible direct inflation targeting. This study overviews 

the progress of their monetary policy from the standpoint of gains in financial stability 

and convergence to the euro. Central European monetary authorities need to modify the 

framework of direct inflation targeting as they are now faced by new local and global 

risk conditions. A serious thought shall be given to shifting this policy framework to-

ward relaxation of the current near-exclusive commitment to inflation targeting. Viable 

policy options include the “relative inflation forecast targeting” framework that aligns 

the local with the euro area inflation targets and projections. Other options consistent 

with a gradual relaxation of rigid inflation targeting include putting more emphasis on 

nominal gross domestic product growth, focusing more on price level than inflation 

target or just raising the official inflation targets. A modified policy path should be 

aimed at securing a smooth convergence to the euro. 
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Oded Stark 

University of Bonn, Germany 

A social-psychological explanation of the variation in risk-taking behavior 

Combining a standard measure of concern about low relative wealth and a standard 

measure of relative risk aversion yields a novel explanation of variation in risk-taking 

behavior. We obtain three main results: (1) Holding individual i’s wealth and his rank in 

the wealth distribution constant, the individual’s relative risk aversion decreases when 

he becomes more relatively deprived as a result of an increase in the average wealth of 

the individuals who are wealthier than he is. (2) If relative deprivation enters the indi-

vidual’s utility function about linearly, then holding constant individual i’s wealth and 

the average wealth of the individuals who are wealthier than he is, the individual’s rela-

tive risk aversion decreases when he becomes more relatively deprived as a result of a 

decline in his rank. (3) If individual i is substantially relatively deprived, that is, if com-

pared with his own wealth the average wealth of the individuals who are wealthier is 

great enough, then the individual’s relative risk aversion decreases when the intensity of 

his concern about low relative wealth increases. Because the results and proofs that per-

tain to relative risk aversion analogously apply to absolute risk aversion, our analysis is 

relevant to risk-taking behavior in general. We link our findings with evidence about the 

propensity of relatively deprived individuals to gamble and resort to other risky behav-

iors, and with the conduct of managers. 
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Martin Boďa, Zuzana Piklová 

Matej Bel University in Banská Bystrica, Slovak Republic 

The production or intermediation approach? ‒ it matters 

The study builds upon the philosophical discrepancy between the production and inter-

mediation approach to interpretation of banking business, but it brings up the issue of 

comparability of results that arise from application of both approaches in practical effi-

ciency measurement of banking institutions. Its goal is to assess comparability or con-

gruence of efficiency scores yielded by these two competitive approaches in a frame-

work of data envelopment analysis (DEA), which is undertaken empirically in a case 

study of Slovak commercial banks for a period of 11 years from 2005 until 2015. The 

study finds that the main point of departure between the approaches that rests in treat-

ment of deposits is an insuperable obstacle to comparability of their results, and that it 

does matter whether deposits are placed upon the input or output side of banking pro-

duction. It is therefore safer to reconcile both approaches in a two-stage manner and to 

avoid black-box descriptions of banking production. 

Keywords: production approach, intermediate approach, deposits, banking, data envel-

opment analysis 
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Małgorzata Olszak, Iwona Kowalska, Filip Świtała, Patrycja Chodnicka-Jaworska 

University of Warsaw, Poland 

Bank-specific determinants of sensitivity of loan-loss provisions to business cycle – 

the case of Poland 

In this paper we explore several new factors which may affect the procyclicality of loan-

loss provisions. In particular, we test whether there are visible differences in sensitivity 

of loan-loss provisions to the business cycle between commercial and cooperative banks 

as well as between large, medium and small banks. We also aim to find out whether the 

level of bank capital ratio and the application of discretionary income-smoothing affect 

procyclicality of loan-loss provisions. Our results show that loan-loss provisions of 

banks are procyclical. This procyclicality is particularly visible and stronger in the sam-

ple of commercial banks. We also find that loan-loss provisions of large banks are more 

negatively affected by the business cycle than those of medium or small banks. We 

show that banks with low capital ratios exhibit increased procyclicality of loan-loss 

provisions. And finally, we also find empirical evidence that banks with a greater de-

gree of discretionary income-smoothing have loan-loss provisions more negatively af-

fected by the business cycle, and thus more procyclical. 

Keywords: loan-loss provisions, procyclicality, bank size, capital ratio, discretionary 

income-smoothing 
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Patrycja Chodnicka-Jaworska 

University of Warsaw, Poland 

Competitiveness and concentration of the banking sector as a measure of banks’ 

credit ratings 

The aim of the paper is to verify the impact of the competitiveness of the banking sector 

and concentration on banks’ credit ratings. A literature review was prepared and as a 

result the following hypothesis was put: the bigger the banks from the countries where 

the banking sector is more concentrated and more competitive, the higher the banks’ 

credit ratings. The analysis has been prepared by using ordered panel data models on 

banks’ credit ratings with the use of quarterly data on a European banks’ sample. Long-

term issuer credit ratings given to banks by the three largest credit rating agencies were 

used as a dependent variable. 

Keywords: credit rating, panel data models, concentration, competitiveness  
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Julia Koralun-Bereźnicka 

University of Gdansk, Poland 

The Role of Country Factor as an Indirect Determinant of Corporate Financing 

Choices: A Comparative Study of the European Panel Data 

The research aim is to verify whether and how the impact of primary determinants of 

capital structure varies across European countries. Several firm-specific factors, as well 

as industry features are taken into account in the international comparative analysis, 

which also captures the problem of debt maturity. The study is based on the BACH-

ESD database provided by the European Commission and includes 11 EU countries 

during the period 2000–2014. The results of the panel data models estimated for differ-

ent countries and for three debt measures indicate that the impact of direct determinants 

of debt varies considerably across countries and depending on debt maturity. The differ-

ences occur in terms of both significance and direction. The research findings confirm 

the prevalence of the country effect over the size effect in the capital structure, although 

the difference between the relative importance of the two effects varies across countries. 

The results also indicate the greater appropriateness of the pecking order theory for 

long-term debt, whilst the trade-off predictions appear more suitable for explaining 

short-term financing decisions. 

Keywords: capital structure, country effect, debt maturity, panel data 
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Tomasz Słoński, Magdalena Ligus 

Wroclaw University of Economics, Poland 

Regulatory environment impact on the entry option to the renewable energy sector in 

Poland 

Recently on Polish renewable energy market was introduced the new auction system 

which replaced green certificate support mechanism. In our study we introduce the 

model of projects' fundamental valuation depending of the outcome of the auction re-

sult. The model uses real option valuation framework to provide the answer what value 

of revenue is high enough to trigger entry in the renewable energy sector. We develop 

the continuous-time model for valuing the going concern without options. Than the 

model is generalized to account for the value of entry option.   

Keywords: energy market, real option 
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Hanna Katarzyna Kociemska 

Wrocław University of Economics, Poland 

Heterodox approach to public private partnership – basic features 

Author proposes a heterodox approach to public finance, based on the critique of neo-

classical  finance theory, by implementing inductive reasoning. It proves that it is possi-

ble to achieve convergence between the mainstreams of public finance and Islamic fi-

nance. Public-private partnership is a key way to achieve the convergence process, as it 

demonstrates the possibility of long-term cooperation between partners operating under 

various financial sciences canons. The heterodox approach to public finance should: 

reject the optimum choice in the meaning of Pareto, change Arrow's utility function into 

a developed concept of social utility of business, introduce real corporate social respon-

sibility not only for public but also private entities, avoid conflict agent - principal by 

adopting predetermined objectives and predetermined financial result, replace the sole 

purpose of profit maximizing with stable and long term predetermined profit for both 

Islamic and conventional investors. Thus, the heterodox approach in PPP directs to ob-

tain the convergence between selected goals: conventional private investors − maximis-

ing profits, Islamic investors – maximising social well-being and profits, as well as pub-

lic entities goals − provision of public services with specified quality and accessibility. 

At the same time, the proposed platform for the interpenetration of both financial sys-

tems and the principles of financial management (public or private) guarantees equal 

opportunities for cooperation between those parties from different socioeconomic and 

religious orders. Each partner waives some of their rights, invests what is their key, ma-

terial or financial capital, and seeks to achieve stable, predetermined shared profits over 

the long term, with particular emphasis on the positive impact of cooperation on the 

society. The proposal for a heterodox approach to PPP may prove to be an appropriate 

solution for many globalising economies, not just emerging or developing countries but 

mainly those looking for new financial management pillars and shifting away from cu-

mulative external financing for greater use of their own economic or social attributes 

and assets. Due to the inadequacy of the current theoretical models, which do not fully 

explain the reality and do not permit the possibility of permeating selected conventional 

and Islamic finances, new, more reliable solutions are sought. The heterodox approach 

to PPP presents a solution that is beneficial for many types of partners, including: public 

and multicultural societies, conventional investors and Islamic countries, as well as 

from Sub-Saharan Africa Region. It contributes to the aforementioned continuous de-

velopment of the financial discipline and the shaping of the new trend in the subdisci-

plines of public finance. The theoretical literature studies are main research method. By 

applying this method qualitative and descriptive information is primarily taken into ac-

count. It is used by the investigator to explore the extracted features and qualitative el-

ements of the public-private partnership structure and to predict the pillars of heterodox 

approach to PPP. This method is used to thoroughly identify the characteristics of such 

an "organization" and to develop an extended, theoretical concept of heterodox ap-

proach in PPP. Research question: 

1. Is heterodox approach to PPP a universal model of co-operation and enables conver-

gence between the mainstreams of public finance and Islamic finance? 

2. Is heterodox approach to PPP the model applicable to various market conditions, 

including both conventional and Islamic? 

Keywords: heterodox, public private partnership, Islamic finance, public finance  
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Haroub Hamad Omar, Nildag Basak Ceylan, Ayhan Kapusuzoglu 

Ankara Yildirim Beyazit University, Turkey 

Effects of exchange rate on export performance: “a case study of Tanzania” 

This study analyses effects of exchange rate of Tanzanian shilling on the country’s ex-

ports performance applying Vector Auto-Regressive (VAR) model covering the sample 

period from 1993Q1 to 2016Q4. The results show that; there is no long-run association 

between exchange rates and exports. Results of Granger Causality test shows that; ex-

change rate and foreign demand granger cause exports (each with unidirectional causali-

ty). The Impulse Response Function (IRF) shows that; a one-standard deviation positive 

shock to exchange rate (depreciation of local currency) increases the country’s exports 

in nominal terms. And although the effect of shock is contemporaneous but it is not sta-

tistically significant at the 5% in the first four periods. Moreover, such effect of shocks 

is not permanent as it does not increase exports for all 10 periods. The same were ob-

served when a one standard deviation positive shock to the foreign demand was applied. 

The variance decomposition shows that, the effects of exchange rates on Tanzania’s 

exports are weak in the short run (less than 5%) but reaches 12.3% in the tenth period. 

And the variance brought by shocks in foreign demand remained weak (less than 5%) 

up to the tenth quarter. Hence, with these results, deliberate devaluation of shilling can 

do well towards boosting exports; this is in line with Marshall-Lerner Condition. 

Keywords: Exchange Rates, Exports, VAR, Granger Causality, IRF, Variance Decom-

position 
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Jana Šimáková, Nikola Rusková 

Silesian University in Opava, School of Business Administration in Karviná, Czech 

Republic 

The Role of the Exchange Rates in the Stock Price Development of Companies in 

Chemical Industry 

Company’s involvement in global activities through international trade is the primary 

source of their foreign exchange exposure. The paper is focused on the relationship be-

tween the exchange rate and the value of the firm. The aim is to evaluate the effect of 

the exchange rates on the stock prices of companies in the chemical industry, listed on 

the stock exchanges in Visegrad Four countries. The empirical analysis is realized from 

September 2003 to June 2016 on the companies from petrochemical and pharmaceutical 

industry. The effect of exchange rate on the stock price is analyzed by Jorion’s approach 

on the monthly data. Contrary to the selected petrochemical companies, pharmaceutical 

companies did not use any hedging instruments in the tested period. The effect of ex-

change rate on the stock price was proved only in the case of pharmaceutical industry. 

This fact suggests that exchange rate risk could be eliminated by the using of hedging 

instruments. 

Keywords: exchange rate, firm value, exchange rate exposure, Jorion's model, chemical 

industry 
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Krzysztof Kontek, Michał Lewandowski 

Warsaw School of Economics, Poland 

Manel Baucells 

Darden School of Business, University of Virginia, VA, USA 

Behavioral Portfolio Optimization 

The paper presents a method of behavioral portfolio optimization using the range-

dependent utility model for risk and time (Baucells, Kontek, Lewandowski; work in 

progress). This model presents a unified approach to decision-making under risk and 

time. It incorporates insights of Range-Dependent Utility (Kontek and Lewandowski, 

2017; just published in Management Science[4]) and of Probability-Time Trade-Off 

(Baucells and Heukamp, 2012). Psychologically it is based on range-dependent judg-

ments, loss aversion and uncertainty about the future, and takes into account the context 

(frame) of alternatives under consideration. Frame dependent valuation explains well 

known phenomena: loss aversion, the fourfold pattern of risk attitudes, the Allais para-

dox and common ratio effect (also in time), preference reversal, hyperbolic discounting 

in time, magnitude effects in discounting, faster discounting for gains than for losses. 

The model fits well experimental data known in the literature, and is easy to apply in 

economics and finances. It postulates a double S-shaped utility (that reminds the utility 

of wealth hypothesized by Markowitz (1952)), no probability weighting, no sorting of 

outcomes, and no cumulating and decumulating of probabilities (it is a sign-dependent 

generalization of Expected Utility, not rank-dependent). The model is a key step to-

wards a general behavioral expected net present value model. The model coincides with 

Cumulative Prospect Theory (Tversky, Kahneman, 1992) in the case of binary prospects 

played at present, but departs from it when the number of outcomes is greater than two. 

The paper first presents the range-dependent utility model for risk and then shows how 

it relates to mean-variance models of portfolio selection (e.g. Modern Portfolio Theory, 

Markowitz, 1952). Its relation to Fishburn’s (1977) general and special mean-risk model 

is analyzed in a more detail. It appears that the range-dependent utility model extends 

Fishburn’s measures of risk and uses them for returns both below and above the target. 

This results in the model representation that involves not only downside risk and loss 

aversion but also upside potential measures. Applying range-dependent utility to portfo-

lio optimization produces the optimal portfolio for an individual whose preferences are 

described by this specific utility function. This allows also higher-order moments of 

return distributions (i.e. skewness, kurtosis, etc.) to be taken into account while building 

the portfolio of assets. This differentiates the approach from ones in which the optimal 

portfolio is sought for a given level of risk aversion described by the portfolio variance 

only. The preliminary results of portfolio optimization using the range-dependent model 

of risk point out to preferences for assets having right-skewed distributions, the phe-

nomenon observed in real financial markets (e.g. overpricing of IPOs). 

Keywords: Portfolio Selection, Decision-making under risk, risk measures  



Book of Abstracts 

 

27 

 

Parallel Session  

PF: Public Finance 

Radka MacGregor Pelikánová, Petra Jánošíková – The real paradoxes of real property tax ......24 

Daniel Papla, Radosław Kurach, Paweł Kuśmierczyk – The optimal portfolio for the mandatory 

pension system – the case of Poland ............................................................................................25 

Agnieszka Bem, Rafał Siedlecki, Daniel Papla – Application of S-curve and modified S-curve 

in transition economies’ GDP forecasting. V4 countries case .....................................................26 

 

  



Book of Abstracts – Public Finance 

28 

 

Radka MacGregor Pelikánová, Petra Jánošíková 

University of West Bohemia, Czech Republic  

The real paradoxes of real property tax 

Taxation is an integral and indispensable part of our civilization and its effectivity, effi-

ciency and fairness remain critical for smart, sustainable, and inclusive growth, and not 

just in the EU. Property taxation is probably the most traditional and typical type and its 

interrupted history stretches from six thousand years BC to today. Therefore, politi-

cians, economists, lawyers and academics tend to approach real property tax as a clear 

fait accompli. However, a deeper comparative study of the real property tax demon-

strates a myriad of myths, misperceptions and paradoxes. The Czech Republic is a per-

fect example showing that real property tax can be detached from the reality, be neither 

a levy on the value of property nor a fee on the real or potential profitability of property 

nor a rate charge reflecting social policies related to citizens and their housing nor even 

a tax per se. And still to has less adverse effects than more property set systems. It is 

highly relevant to identify the so called dogmas and clichés about real property taxation, 

readjust and increase the awareness about its true nature and functions and present rec-

ommendations. A fiscal tool used for 8000 years and on which heavily relies the post-

modern global society deserves our attention. Particularly because its misunderstanding 

represents a challenge for the effective, efficient and fair taxation in the Czech Republic 

as well as in the other EU member states.  

Keywords: real estate, real property tax, basis, rate, calculation 
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Daniel Papla, Radosław Kurach, Paweł Kuśmierczyk 

Wrocław University of Economics, Poland 

The optimal portfolio for the mandatory pension system – the case of Poland 

In this study we challenge two questions regarding the asset allocation between the so-

cial security (NDC) and capital (FDC) pillars assuming that the objective of the manda-

tory system is to provide the minimum consumption floor in the elderly age. Firstly, 

should we rely only on NDC or maybe on both pillars? Secondly, what is the optimal 

portfolio structure if we plan to diversify the pension contributions? We deliver the an-

swers to the aforementioned questions by running a set of Monte Carlo simulations us-

ing the copula function approach to approximate the tail’s probability. Our results clear-

ly confirm that the role of capital pillar should be greater than it is nowadays and the 

evidence on time-varying (life-cycle) approach to assets allocation is mixed and de-

pends on the shortfall probability. 

Keywords: mandatory pension system, pension funds, dynamic portfolio optimization, 

Roy’s Safety-First criterion 
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Agnieszka Bem, Rafał Siedlecki, Daniel Papla 

Wrocław University of Economics, Poland 

Application of S-curve and modified S-curve in transition economies’ GDP forecast-

ing. V4 countries case 

S-curve is usually used to describe economic or natural phenomena, which follow the 

rule of the logistic growth. In this paper we propose to use the modified S-curve, due to 

the “unlimited growth” phenomenon. 

The aim of this research is to show the application of the S-curve as well as the modi-

fied S-curve in GDP growth forecasting, using data from transition economies. This 

paper presents also the proposal of numerical estimation of the modified S-curve pa-

rameters. According to paper’s aims, we have posed the following research hypotheses: 

(H1) the S-curve and the modified S-curve are effective tools of economic development 

forecasting for transition economies; (H2) the modified S-curve is more efficient than 

ordinary S-curve in GDP forecasting for transition economies. 

Keywords: transition economies, logistic law of growth, forecasting, business cycle 
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Ewa Dziwok 

University of Economics in Katowice, Poland  

Different approaches to regulatory capital calculation 

Changes in operational risk environment caused by globalization, information technolo-

gy development and deregulations have been significantly influencing banking industry 

and operational risk management process. The continuous evolution has forced to create 

appropriate regulatory framework. Starting from Basel I Accord where market and cred-

it risk were controlled, Basel II regulatory framework introduced operational risk cate-

gory and the capital requirements for the losses connected with operational risk. The 

problem has raised during and after the financial crisis, when despite an increase in the 

number and severity of operational risk events, capital requirements for operational risk 

remained stable or even fallen for the standardized approaches. As a consequence a new 

Standardized Approach was proposed in 2015. 

The aim of the paper is to compare different approaches proposed under Basel II for 

modeling an operational risk and to determine which one is the most appropriate for the 

measurement of the capital charge for the operational risk. 

Keywords: operational risk, Basel requirements 
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Pawel Milobedzki, Sabina Nowak 

University of Gdańsk, Poland 

Intraday Trading Patterns on the Warsaw Stock Exchange 

We estimate linear regressions with dummy variables for the rates of return, spreads and 

volumes of stocks included in the main Warsaw Stock Exchange index WIG 20 to re-

veal the intraday trading patterns after the Universal Trading Platform was introduced in 

April 2013. In doing so we use the data rounded to nearest second and aggregated into 

that of one hour frequency. The analysis shows that the spreads and volumes exhibit 

either the day of the week or the hour of the day effect or both. The spreads resemble 

the reversed J and the volumes are U-shaped. The rates of return are mostly positive but 

eventually decline at the end of the trading day. Some of them exhibit the hour of the 

day but not the day of the week effect. 

Keywords: intraday trading patterns, Universal Trading Platform, Warsaw Stock Ex-

change 
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Piotr Staszkiewicz 

Warsaw School of Economics, Poland 

Failure and insolvency. A proposal for Polish prediction models 

This paper discusses the problem of mutual use the insolvency and bankruptcy variable 

for business failure modeling. The priory Polish literature on the insolvency tends to 

focus on the qualitative research. This research shows how the terms bankruptcy and 

insolvency modeling on the unformal dataset might result in different fits of the models. 

Models were estimated based on 17024 firm’s yearly observations from the 2004 to 

2014 for the Polish financial market. Following priory research, the models were devel-

oped with application of the logit re-gression. The evidence gathered during the study 

supports the conclusion that the use of the legal definition of insolvency is a weak in-

strument for bankruptcy modelling. 

Keywords: failure, insolvency, prediction, bankruptcy 
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Krzysztof Kluza 

Warsaw School of Economics, Poland 

Elimination of sandbagging behavior in the budgeting process 

Budgeting is one of the most vital processes in the company. However, it is vulnerable 

to several inefficiencies and malpractices, which, if they occur, hinder the company’s 

development. One of the common phenomena is the hiding of information by employ-

ees regarding the real possibilities of business development in order to negotiate the 

lowest possible goals for their incentive systems (sandbagging). In this paper, we pre-

sent a model which prevents the occurrence of sandbagging in the planning process. The 

proposed solution is based on the introduction of the ex ante determinedambitiousness 

parameter to the bonus system, combined with the parameters for the evaluation of plan 

execution and the bonus grades for variable compensation. The presented model stimu-

lates truth-telling behavior for managers in the goal-setting process. The concept has 

self-learning ability – based on past performance, managers will adjust their behavior in 

order to maximize their risk weighted-rewards. The simple design of the proposed solu-

tion causes that it is easy to implement in companies’ motivation systems. 

Keywords: sandbagging, goal setting, budgeting process, motivation systems 
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Dominika Hadro 

Wroclaw University of Economics, Poland 

Karol Klimczak 

University of Navarra, Spain 

Marek Pauka 

Wroclaw University of Economics, Poland 

Does ownership structure influence the attributional content in letters to sharehold-

er? Evidence from Austria and Poland 

Motivated by continued interest in impression management techniques used in account-

ing texts, we analyse the explanatory (attributional) patterns of financial performance in 

letters to shareholder of annual reports. We investigate whether ownership structure and 

the category of dominant shareholder influence the attribution of positive/negative out-

comes. While previous research focuses on the institutional setting (Aerts & Tarca 2010 

and Aerts et. al 2013), the level of information asymmetry (Aerts 2005), and culture 

(Hooghiemstra 2010) as cuases for the dissimilarities between country-settings, we 

compare Austria and Poland, countries with similar institutional and legal environment. 

We posit that the differences in impression management practices can be associated 

with the level of capital market development. Whereas the Austrian market is well de-

veloped, Poland began developing its financial markets only after the economic transi-

tion began in 1989. 

Keywords: impression management, corporate governance, financial performance 
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Michał Wróblewski 

University of Economics in Katowice, Poland 

Operating costs in independent public healthcare institutions converted into capital 

companies 

In many countries profitability of public hospitals appears to be a problem. One of the 

biggest problems in Polish health care system is poor profitability of public hospitals 

and therefore high indebtedness of many of them. After two decades of different kinds 

of public subsidies for indebted hospitals a new approach has been adopted – commer-

cialization of public health care units by transforming them into market companies. That 

has been perceived as an incentive for better financial management of those entities due 

to more strict financial conditions and new revenue collecting opportunities such as 

ability to enter on the market of private health care services. However, this paper shows 

that simple transformation of the legal status of the hospital is not a solution. The results 

show that among the analyzed hospitals which have been commercialized last years 

there are no significant improvements in terms of their profitability nor cost cutting. 

Almost all of them recorded increasing cost-to-sales-revenues ratio. None of them has 

applied strict cost policy except illusory savings on payroll expenses counterbalanced 

with increase in cost of outsourced services. 

Keywords: health care units finance, financial performance of hospitlas, commerciali-

sation of public hospitals 
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Artur Trzebiński 

Wrocław University of Economics, Poland 

Equity Fund or Multi Asset Fund? Changes in the names of investment funds versus 

fund flows 

There was conducted a survey on a sample of 176 Polish investment funds (equity, 

mixed, debt and money market funds). It studied how the name changes affected the 

size of the capital inflow in the years 2008-2016. In the analysis of these changes, there 

were applied three criteria. The first was a change in the name of the fund resulting 

from the change of the name of the management company. The second criterion was the 

ability to combine new fund names with their investment strategies. The resulting set of 

changes was divided into positive changes (the new name suggested a new investment 

style for the fund), neutral and negative (fund names were not linked to the investment 

policy). The third criterion were the types of funds (there were four groups of changes: 

for equity, mixed equity, debt and money market funds). In order to determine the im-

pact of changes in fund names on capital inflows, there were used differences in average 

capital inflows before and after changes. For detailed results, a second method was used 

– event analysis. Based on the results of the study, it can be concluded that changes in 

fund names have an impact on the size of capital inflows even within a period of up to 

twelve months. The largest inflow of capitals to funds was demonstrated for positive 

changes, especially in the period from four to nine months after the change. In turn, the 

largest outflow of capital for negative changes was noted mainly in the period from sev-

en to twelve months. Excessive capital inflows were also observed for name changes in 

the case of debt funds and money market funds.  

Keywords: mutual funds, fund flowa, behaviour of individual investors 
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Anna Rutkowska-Ziarko 

University of Warmia and Mazury in Olsztyn, Poland 

Christopher Pyke 

Lancashire School of Business and Enterprise, University of Central Lancashire, UK  

Validating Downside Accounting Beta: Further Evidence from the Polish Construc-

tion Industry  

 

This paper applies a method for measuring market risk called Downside Accounting 

Beta (DAB), previously developed by Rutkowska - Ziarko and Pyke (2017). DAB rep-

resents how changes in the profitability of a sector affect the profitability of a company 

in the same sector, it can also be applied to whole market. 

Empirical evidence is presented using the data from companies listed in the Polish con-

struction sector of the Warsaw Stock Exchange. The analysis concludes that there are 

significant similarities between market betas and accounting betas. It also demonstrates 

that accounting betas using Return on Assets (ROA) and Return on Sales (ROS) are 

positively correlated with market betas and that there is a significant correlation be-

tween accounting betas with variance and semi-variance approaches. 

In addition, the paper identifies that the systematic risk on The Warsaw Stock Exchange 

is connected with the sensitivity of the company’s profitability of assets (ROA) and 

sales (ROS) in comparing of the whole sector profitability. 

The practical implication of this research is that investors, owners and managers can 

apply DAB using ROA to calculate the systematic risk of companies not listed on stock 

markets and consequently to identify the levels of risk associated with companies within 

the sector. 

Keywords: downside accounting betas, downside risk, lower partial moments, semi-

variance, capital asset pricing, construction company sector 
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Kutlu Ergün 

Balikesir University, Turkey 

Parental Influence on Financial Knowledge of University Students 

This study aimed to find out the relationship between financial knowledge and parental 

influence among university students. Online survey instrument was used to collect data. 

Totally 169 students from Poland, Croatia, Greece, Turkey, Portugal, Slovakia, Slove-

nia, Latvia, Lithuania and Hungary participated in this study. Logistic regression was 

used to analyse the data. Students from Poland had the highest financial knowledge 

score (5.7 out of 7). Result found that male, students 26 years old or above, PhD stu-

dents, those whose fathers’ had high school degree, those who discussed with their 

mothers when making financial decision were more knowledgeable on personal finan-

cial knowledge. Result showed that origin of country was significant for financial 

knowledge since students from Poland was found to be more knowledgeable than stu-

dents from Greece, Hungary, Latvia, Lithuania, Turkey, Slovakia and Slovenia. It was 

concluded that mothers had significant impact on financial knowledge of university 

students, but higher level of parental education had no influence on financial knowledge 

of university students. 

Keywords: Financial knowledge, financial literacy, parental influence, university stu-

dents 
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Katarzyna Kochaniak 

Cracow University of Economics, Poland 

Does households’ financial well-being determine the levels of sight deposits under 

turmoil? 

The paper presents the results of the study aiming at verification of the significance of 

households’ financial well-being for the values of their sight deposits, under economic 

and financial destabilisation. The reason to conduct this analysis is the European Bank-

ing Authority’s stance about retail sight deposits being a stable funding for credit insti-

tutions under stress, due to their transactional nature. Thus, this opinion assumes the 

existence of linkages between the levels of deposits and financial situation (especially 

incomes) of their owners. The study is based on data from the Eurosystem HFCS, which 

relate to households’ financial well-being in 15 euro area countries, in the time of eco-

nomic and financial turmoil. The regression models are used to estimate the impact of 

respondents’ wealth - overall incomes and assets (real and financial assets as well as 

loans taken to finance them), and particular kinds of revenues. The main findings are 

that the significance of households' wealth for the deposits’ allocation is heterogeneous 

in the countries analysed. In part of them, the primary influence is assigned to the level 

of gross income from the recent 12 months, while in the other – net wealth accumulated 

in long run. From all sight deposits declared, the most sensitive to financial situation are 

those placed by respondents on retirement. However, assuming the constancy of the 

financial situation of households in the euro area, their willingness to allocate more 

sight deposits appears geographically differentiated. The most willing in this regard is 

Finnish population. 

Keywords: household deposits, sight deposits, funding stability of credit institutions 
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Joanna Olbrys  

Bialystok University of Technology, Poland 

Testing Persistence in Correlations between Liquidity Proxies Derived from Intraday 

Data on the Warsaw Stock Exchange 

 

 

The aim of this paper is to investigate relationships based on correlations between alter-

native liquidity measures derived from high-frequency intraday transaction data on the 

Warsaw Stock Exchange (WSE). The main research hypothesis states that correlations 

are persistent in specified periods. The hypothesis is verified by applying equality tests 

of correlation matrices computed over non-overlapping subsamples. A panel of data 

consists of daily proxies of four liquidity measures for fifty-three WSE-traded compa-

nies divided into three size groups. The whole sample covers the period from January 3, 

2005 to June 30, 2015, and it includes three adjacent subsamples, each of equal size: the 

pre-crisis, Global Financial Crisis (GFC), and post-crisis periods. To calculate several 

liquidity measures based on intraday data it is essential to recognize a side initiating the 

transaction and to distinguish between buyer- and seller-initiated trades. In this paper, 

the Lee and Ready (1991) trade classification algorithm is employed to infer trade sides. 

The obtained empirical results concerning the persistence in correlations between li-

quidity proxies in the whole group of companies are not homogeneous. 

This research was supported by the grant “Comparative research on commonality in 

liquidity on the Central and Eastern European stock markets” from the National Science 

Center, Poland, No. 2016/21/B/HS4/02004.   

Keywords: intraday data, liquidity proxies, trade side classification algorithm, correla-

tions 

  



Book of Abstracts 

 

47 

 

Barbara Będowska-Sójka, Agata Kliber 

Poznań University of Economics, Poland  

Sovereign risk transmission between Credit Default Swaps and Government bonds 

during the Global Financial Crisis. The case of the Central Europe 

The goal of the paper is to verify the direction of sovereign risk transmission between 

sovereign CDS and sovereign bond markets in the Central European Economies: 

Czechia, Hungary and Poland, and find if any of these markets is a leader. We focus on 

the hectic crisis period of 2008-2013. On the one hand, the sCDS market is said to react 

faster to the news than the sovereign bonds market. On the other hand, the bond market 

is related more closely to the internal situation of the country than the sCDS one and 

thus can price the sovereign risk more accurate. Moreover, the relationships between the 

markets can change during crisis time. We approximate the sovereign risk with volatili-

ty of the instruments derived from GARCH-type models. Next, the direction of the 

volatility transmission using Hong test of causality in variance is examined. We find 

that in the case of most risky economy – Hungary – feedback between sCDS and sover-

eign bonds risk was observed during the crisis period. In the case of Poland sCDS mar-

ket risk Granger caused the risk of sovereign bonds – if we exclude instantaneous cau-

sality from the analysis; when it is included, feedback occurred. Eventually, in the case 

of the Czech Republic the risk of sCDS market Granger caused risk of the bonds mar-

ket. 

Keywords: risk transmission, Granger causality, volatlity, sCDS, bond yields 
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Krystian Jaworski 

Warsaw School of Economics, Poland 

Density forecasts of emerging markets’ exchange rates using Monte Carlo simulation 

with regime switching 

We develop a novel method to produce density forecasts of foreign exchange rates us-

ing Monte Carlo simulation with regime-switching depending on global financial mar-

kets’ sentiment. Using multiple density forecast evaluation tools the proposed approach 

have been examined in one month ahead forecasting exercise for 22 emerging markets 

currencies rates vs. dollar. According to the log predictive density score criterion, in 

case of the majority of emerging markets’ foreign exchange rates, the forecasting per-

formance of the proposed approach is superior to the random walk forecast and AR-

GARCH benchmarks. Further analysis of the proposed approach using coverage rates 

and Knüppel (2015) test indicate correct calibration of the density model. The conduct-

ed evaluation of the proposed approach indicates that such tool can be suitable for econ-

omists, risk managers, econometricians, or policy makers focused on producing accu-

rate density forecasts of foreign exchange rates. The proposed approach is a valuable 

contribution to the existing literature on foreign exchange density forecasting. 

Keywords: evaluating forecasts, regime switching, loss function, Value at Risk, VIX 
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Cash efficiency in selection of listed companies 
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Impact of Digitization on Public Companies' Valuation in Selected European Coun-

tries 
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Radosław Stefaniak   

Wrocław University of Economics, Poland 

Review of Value at Risk (VaR) estimation methods 

Everyday risk managers use a lot of methods of risk management. One of the most pop-

ular methods is estimation of Value at Risk. Evaluating Value at Risk gives a possibility 

to estimate maximum loss with given probability. Moreover, its measure of risk shows 

in one number entire portfolio's risk. Nevertheless, various methods and probability 

distributions can be used to estimate VaR. A target of a paper is to review Value at Risk 

estimation methods and to test them on portfolios which are geographically diversified. 

In empirical part of the paper, particular VaR models were estimated. After that, back 

testing models to grade VaR estimation methods were used. Conclusion was made on 

the basis of the empirical results. 

Keywords:  
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Quantification of the Credit Risk of Banks in Bosnia and Herzegovina with Regard to 

the Individual Members of the EU 

Credit risk is the risk of default by axle existing debt. I.e., the payment of principal and 

interest by the debtor. Credit risk is actually the most important risk among all other 

risks in the banking business, because almost over 80% of bank balance sheets relating 

to this segment of banking risk management. One of the biggest problems of commer-

cial banks in Bosnia and Herzegovina are non-performing loans, whose share in total 

loans has increased significantly since the onset of the global financial crisis. To illus-

trate the rate of non-performing loans in the total loan portfolio at the end of 2007 was 

only 3%, and the rate of non-performing loans at the end of the second quarter of 2016, 

amounted to approximately 12.1%. The high level of non-performing loans with several 

banks leads to a higher share of non-performing loans at the level of the entire banking 

sector. The main objective of the research is to determine which of the macroeconomic 

variables have the strongest impact on the increase of toxic loans and whether it is pos-

sible to reduce the credit risk of banks adequate legislation or stricter supervision. The 

main benefit of this research will be reflected in the quantification of credit risk and 

propose legal standards and better qualifications and supervision of the bank positions 

in order to strengthen the resilience of the banking sector in Bosnia and Herzegovina. 

Quantitative models used in this study to test the credit risk will be the Merton model. 

Testing will be conducted through multiple regression analysis for the period 2006-2016 

with the help of the software package STATA. 

Keywords: toxic loans, regression analysis, the stability of the financial system, credit 

risk 
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Dorota Skała 

University of Szczecin, Poland 

Does shareholder structure affect income smoothing in Central European banks 

The aim of this paper is to analyse the link between bank income smoothing and share-

holder structure, using a sample of Central European banks. Using data for 2004-2014, 

we demonstrate that foreign banks incite their subsidiaries to use loan loss provisions 

for income smoothing purposes. This process intensifies after the outbreak of the finan-

cial crisis and persists after the crisis. State banks show varying degrees of income 

smoothing, with more intense smoothing before the crisis and a diminished link be-

tween provisions and income during- and after the crisis. Overall, we provide important 

evidence for an effect of foreign bank ownership upon loan loss reserve policy in sub-

sidiary banks, extending the existing evidence on shock transmission from home to host 

countries only through the credit supply channel. 

Keywords: Central European banks, income smoothing, shareholder structure 
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Beata Lubinska 

Wroclaw University of Economics, Poland 

Contemporary Challenges in the Asset Liability Management 

The role of the active management of the banking book in the banking industry is con-

stantly growing. This is dictated by heavily regulated landscape and increased competi-

tion for resources such as liquidity and capital. The efficient and productive use of a 

bank’s resources subject to consolidated risk and return appetite remains of upmost im-

portance for banks of all size. The need for the use of optimization techniques to man-

age the banking book of a financial institution is becoming an imperative to remain 

profitable. 

This article states that application of the optimization techniques can provide useful 

information to understand the target structure for the banking book in terms of its com-

position of liabilities and is important tool to decrease the overall cost of funding. 

Moreover, the application of the optimization techniques, in this article, is seen as the 

integration of the exposure to the financial risks in one approach. 

Keywords: optimization model, interest rate risk in the banking book, liquidity risk, 

objective function, constraint functions, nonlinear optimization, asset liability manage-

ment 
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Excessive Pricing: A Case Study from Electro-Energetic Sector in Slovak Republic 

The aim of our paper is to summarize the issue of excessive pricing and, through a case 

study from newly liberalized electro-energetic industry, to underline the conditions for 

legitimate protection from excessive prices. Considering the issue of excessive pricing, 

its context in case of competition protection as well as corporate finance is manifold. 

Search for balance, adequacy and legitimacy is a question both for price setters in dom-

inant undertakings (where setting prices too low might damage the business while set-

ting excessively high prices endangers company with potential sanctions), and for com-

petition protection bodies (where it is crucial to identify the excessiveness of prices and 

set adequate respective actions). By presenting a case study from the environment of 

Slovak Republic monitoring the decision of the antimonopoly office in case of exces-

sive prices charged by dominant undertaking in electro-energetics, our paper presents 

and discusses this specific, comprehensive and important issue. Our findings bring val-

uable implications and lessons for the field of corporate finance, as well as from the 

competition protection perspective. 

Keywords: excessive pricing, competition, restrictions, corporate finance 
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Katarzyna Byrka-Kita, Mateusz Czerwiński, Agnieszka Preś-Perepeczo, Tomasz Wi-

śniewski 

University of Szczecin, Poland 

Does it pay to change CEO? Changes in operating performance - preliminary results 

This article analyses an operating performance before and after new CEO appointments 

in and identifies drivers of changes in companies quoted on the Warsaw Stock Ex-

change. The difference in difference approach (the change model) and multi regression 

analysis were performed. The obtained results proved the impact of CEO turnover on 

operating performance. It is not clear what drives observed changes. However, there is 

some evidence that changes in operating performance are mainly driven by the financial 

condition of company before the event and its market value rather than the successors' 

characteristics. 

Keywords: CEO appointment, operating performance, CEO characteristic 
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Magdalena Mądra-Sawicka 

Warsaw Univeristy of Life Sciences - SGGW, Poland 

Importance of internal financing in evaluation of business tendencies - the case of 

food processing companies in Poland 

According to the pecking order theory, the internal funds are a first preference that is 

why profitable and highly liquid companies noticed higher engagement of internal fi-

nancing (Myers and Majluf 1984, Leary and Roberts 2005, Strebulaev 2007). Furtherer 

more this kind companies are considered to be less risky and the is why internal financ-

ing among such companies may be used to finance investments and support faster 

growth (Bottazzi, Secchi, Tamagni, 2014). On the other companies with higher growth 

opportunities are more likely to exhaust internal funds and require additional capital 

(Michaelas, Chittenden, F.,Poutziouris,1999). This theory was developed by Degryse, 

de Goeij and Kappert (2012) who assumed that, when internal funds are depleted, long-

term debt is next in the pecking order hierarchy. The company profits, and therefore 

internal-finance flows, are also extremely pro-cyclical and tend to lead the cycle (Car-

penter et all 1994). Once internal finance is exhausted, firms must turn to debt finance, 

which may be substantially more costly when capital markets are imperfect (Carpenter, 

Petersen 2002). They stated the growth of most firms in their sample was constrained by 

internal finance. The lack of access to external financing is strongly related to fluctua-

tions in retained earnings, which are highly correlated with macroeconomic fluctuations. 

In literature, the role of internal financing is divided between large and small compa-

nies. Small firms which face more financing constraints and are more sensitive to the 

availability of internal finance grow more than the larger (Oliveira, Fortunato, 2006). 

According to Coluzzi, Ferrando, and Martinez-Carrascal the availability of internal 

funds, proxied by cash flow, is important for firms’ growth and crucial in those coun-

tries where is a higher percentage of small companies. 

The main aim is to identify the companies actions concerning the Internal-Finance fluc-

tuations and changes in its structure in the slowdown or worse economic situation. In-

ternal sources of financing are defined in the article as retained profit, depreciation, 

sources from the sale of assets, and periodic cash surpluses. The research horizon covers 

the period from 2005 to 2015. Source empirical data for companies will be obtained 

from the Central Statistical Office in Poland (CSO). The acquired data mainly relates to 

incomes and investment data, cash surplus, volumes and structures of current assets, 

short- and long-term external financing used - based on data collected in F02 form. The 

assessment of business tendencies will be cover by data of CSO in a database "Business 

tendency survey in industry" only for the industry "manufacture of food products, to-

bacco products, and beverages". Quantitative and qualitative data will be verified for 

statistical significance according to the financial decision that was made by managers 

that noticed the highest, the lowest and medium self-financing level. 

Keywords: internal capital, business tendencies, food processing sector 
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Agata Gluzicka 

University of Economics in Katowice, Poland 

Relationships between EU markets and their impact on the diversification in the peri-

od 2005-2016 

Under certain conditions, there are different relationships between stock markets. These 

relationships are one of the most important issues in portfolio analysis and they influ-

ence on the asset allocation or diversified risk. Usually the relations between markets 

intensify during and after the global financial crisis. In the article the relationships be-

tween selected European Union markets will be analyze. 

The main goal of research is to determine if the countries strongly related have any in-

fluent to the level of diversification. The Principal Component Analysis will be used to 

determine the relations between the EU markets. Selected stock markets will be also 

analyzed according to the diversification. The level of diversification will be measured 

by the Portfolio Diversification Index, Rao’s Quadratic Entropy and the Diversification 

Ratio. In the research the data from the period 2005-2016 will be used. The EU markets 

will be analyzed in the sub-periods specified by the last global financial crisis which 

began in 2007. 

Keywords: international diversification, Principal Component Analysis, Portfolio Di-

versification Index, Rao's Quadratic Entropy, Diversification Ratio 

  



Book of Abstracts – FM 3: Financial Market 3 

64 

 

Paweł Kliber, Przemysław Garsztka 

Poznań University of Economics and Business, Poland 

Information Asymmetry, Liquidity and the Dynamic Volume-Return Relation in Pan-

el Data Analysis 

In the paper we investigate the dynamic relation between returns and volume of indi-

vidual stocks traded on the Warsaw Stock Exchange. Theoretical models, such as the 

one proposed by Wang (1994) suggest that this relation reveals the information asym-

metry in the market and the role of private information. According to the models, the 

trade generated by risk-sharing and public information tends to decrease autocorrelation 

of returns while the trade generated by private information has the opposite effect. To 

test this empirically we compared the coefficients obtained from the return-volume rela-

tion with other approximations of information asymmetry, based on liquidity. Unlike 

other works we have used dynamic regression to obtain the coefficients for 52 stocks, 

assuming that coefficients for individual stock can vary from month to month. Then we 

used panel regression with random effects to test the relationship between coefficient of 

information asymmetry and liquidity. We find an evidence supporting the compliance 

of measure of information asymmetry, especially for medium and small capitalization 

companies. 

Keywords: information asymmetry, liquidity of stocks, returns and volume of stocks, 

panel regression 
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The relationships between beta coefficients in the classical and downside framework 

This paper presents the relationship between classical and downside beta coefficients in 

the context of data generating processes. The theoretical analysis were the basis for de-

termining the relationship between the beta coefficients in the classical and downside 

framework. Empirical studies based on regression analysis and correlation of the time 

series of daily returns sectoral indices quoted on the Warsaw Stock Exchange. Our re-

sults suggest that the relationships between classical and downside systematic risk 

measures depend on the basic parameters of the distribution of returns of market portfo-

lio approximation. There are statistically significant correlations between the standard 

deviation, asymmetry and kurtosis of market portfolio and measures expressing the rela-

tion of beta coefficients. The arguments may be an indication of choosing a systematic 

risk measures and evaluation of the real beta coefficients. This choice is determined by 

the data generating process, which may contribute to differences between results of 

CAPM tests. 

Keywords: data generating process, CAPM beta, downside beta 
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Mario Alagoa 

Sacred Heart University, United States of America 

Protecting the Value of a Diversified Equity Portfolio: the case for VIX 

I analyze the role of gold, Swiss francs and volatility (Volatility Index (VIX)) as hedges 

of a diversified equity portfolio using data from the US stock market. Based on daily 

data from January 1990 to December 2016, I find that VIX is the most effective hedge. I 

also show that under stock market stress, VIX is the preferred safe-haven asset. I con-

duct a portfolio analysis showing the relevance of our results.  

Keywords: VIX; Portofolio Analysis 
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Bogdan Włodarczyk, Marek Szturo  

University of Warmia and Mazury in Olsztyn, Poland 

Financialization of commodity markets 

The meaning of commodity markets and raw material trading is very important for the 

shape of the world economy. In recent years, commodity markets, similarly to econom-

ics or financial markets, have been transformed. In the first decade of the 21st century 

significant fluctuations of raw material prices were observed. Moreover, many investors 

originating from financial markets started to be more and more active on commodity 

markets. 

Cheapening and easily accessible capital encouraged investors to seek alternative ways 

to multiply their assets, and one of the solutions was an increased exposure on commod-

ity mar-kets. The aim of the article was to carry out considerations about financializa-

tion of commodity markets on the ground of empirical researches and theoretical con-

cepts. Understanding the im-pact of financializaton on the prices of goods requires an 

evaluation of its influence on the eco-nomic mechanisms shaping the situation on com-

modity markets. 

Keywords: financialization, commodity market, financial market, investments 
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Radosław Pietrzyk, Paweł Rokita 

Wrocław University of Economics, Poland 

Determination of the own funds requirements for the risk of binary options 

Binary options are popular instruments, especially in non-regulated financial markets. 

Determination of adequate capital, if performed incompliance with legal regulations 

about own funds requirements, may be seriously misleading. This is particular the case 

of short-term binary options. 

The aim of this article is discuss critically the existing solutions in EU low and to pro-

pose some modifications that would be better suited to the nature of this type of finan-

cial instrument. The modification of non-delta risk approach allows to avoid overesti-

mation of adequate capital and better reflect properties of the value of long-term and 

short-term cash-or-nothing binary options. 

Keywords: binary options, delta risk, non-delta risk, adequate capital 
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Andrzej Rutkowski 

University of Warsaw, Poland 

Profitability of serial acquirers on the Polish capital market 

The research presented in the article aims to identify the effect of serial acquisitions on 

the financial management of the purchasing companies. The research covered a total of 

405 Warsaw Stock Exchange (WSE)-listed companies which were not financial institu-

tions. The study group, i.e. the group of serial acquirers, constituted 93 companies 

which in the study period undertook 4 or more acquisitions. They accounted for 76% of 

the total number of transactions. The control group was made up of the remaining com-

panies. The financial results of these two groups of companies were observed for the 

years 2002–2015. Rates of return on equity, return on assets, and capital market ratios 

such as MV/BV and PE were analysed for both groups, as were their asset growth rates 

and sales growth rates. The proposed hypotheses were tested by two-sample t-test with 

unequal variances. The research conducted on the WSE shows that serial acquirers have 

a lower return on equity (ROE) and a lower return on total assets (ROA). The serial 

acquirers more quickly increase their assets and achieve a higher sales growth rate than 

the remaining companies. The capital market values their prospective achievable yield 

more highly, thanks in part to their newly-acquired assets (MV/BV). 

Keywords: M&A, serial acquirers, profitability, WSE 
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Józefa Monika Gryko 

Poznań University of Economics and Business, Poland 

Corporate cash holdings and tax changes. Evidence from some CEE countries 

The paper investigates determinants of corporate cash holdings in Central Eastern Eu-

rope (CEE) countries. In particular, it looks into the effect of tax changes and tax uncer-

tainty on cash holdings in industrial listed companies from Bulgaria, Latvia, Lithuania, 

Poland, Romania, Slovak Republic and Slovenia. The sample contains 484 firms from 

those countries with data for the period 2008 - 2014. The data used in research consisted 

of profit tax rates changes over time to comply taxes and number of tax payments from 

World Bank Group and Price Waterhouse Coopers reports and financial data from 

Amadeus database. 

The main goal of the research was to find out how changes in tax rates and tax system 

influence corporate cash holdings. Beside determinants related to tax changes, the re-

search included control variables indicated in literature as cash holdings determinants, 

such as: financial constrains, company’s profitability, leverage, working capital strategy 

and economic environment uncertainty. 

The results show that cash holdings increases with growth in profit tax rate and decreas-

es with growth in numer of tax payments. Simplification of the tax system is accompa-

nied by an increase in the level of cash holdings, however various effects of changes in 

particular factors were observed, such as cash holding decreases with growth in corpo-

rate income tax rate, but it increases with uncertainty measured by growth in numbers of 

hours required to prepare, file and pay taxes. 

Keywords: cash holdings, tax changes, Central Eastern Europe 
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Anna Chmielewska 

Warsaw School of Economics, Poland 

Liquidity measures and their informational content – the example of Warsaw Stock 

Exchange 

The key purpose of the article is to verify, if incorporation of alternative, less commonly 

used liquidity measures can provide new information to analysing the stock exchange 

data. The article presents alternative liquidity measures, which can supplement or sub-

stitute the most commonly used trading volume and spread. The theoretical work is 

supplemented with an analytical analysis to verify their usefulness when analysing data 

from the Warsaw Stock Exchange. This allows for identifying measures, which may be 

useful in analysing this market. The article demonstrates that even in the light of high 

correlation of different liquidity measures, they do provide different information and 

therefore can supplement the set of variables typically used when analysing capital mar-

kets. 

Keywords: Market liquidity, stock liquidity, stock market, Warsaw Stock Exchange, 

small-caps 
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University of Lodz, Poland 

Comovements of stock markets in Visegrad countries after the EU accession 

In this paper comovements of stock markets in the Visegrad countries after the EU ac-

cession is analysed. Parameters of the VAR-GARCH-BEKK model are estimated. Re-

sults of the empirical study indicate that stock returns in Poland, the Czech Republic 

and Hungary were sensitive to stock returns of DAX. Moreover investors analyzed per-

formance of stock markets in the whole group of Visegrad countries, when decided to 

buy or sell or buy stocks from 1 market (in Warsaw, Prague or Budapest). Results of the 

analysis of the shocks’ transmission mechanism and the volatility transmission mecha-

nism indicate that especially shocks coming from the German stock market strongly 

affected volatilities of the rates of return in Visegrad countries. 

Keywords: stock returns, comovements, GARCH-BEKK model 
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Krzysztof Piontek, Katarzyna Kuziak 

Wroclaw University of Economics, Poland 

Assessment of the Systemic Risk in Polish Banking Industry 

In this paper systemic risk will be meant in a very narrow sense as a risk of breakdown 

or major dysfunction in banking system. Some researches use the term to include the 

potential insolvency of a major player in or component of the financial system. There 

are many approaches to measure systemic risk (Hansen 2013), but the major distinction 

includes financial soundness indicators and advanced systemic risk models. Because 

international financial markets are susceptible to turbulence, the IMF began an initiative 

to identify a list of internationally comparable indicators that can be used for financial 

sector surveillance. In 2006 the IMF proposed two subsets of indicators: core indicators 

and encouraged indicators. In second group of measures – advanced models of systemic 

risk – advanced statistical and econometric tools have been introduced. They are based 

on the statistical multivariate distributions or on the stochastic processes (Benoit, Col-

liard, Hurlin i Pérignon 2015). The development of these models is observed after the 

financial crisis of 2007-2008, especially after 2010. In the paper financial indicators and 

the approach of Conditional Value-at-Risk (CoVaR) proposed by Adrian and Brun-

nermeier (2009, 2011, 2016) will be used to assess systemic risk. Empirical analysis for 

Polish financial system will be given.    

Keywords: systemic risk, financial stability, CoVaR, financial indicators 
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Ilona Kwiecień 

Wrocław University of Economics, Poland 

Bodily injuries claims as the key driver of motor liability insurance market trends in 

Poland 

Bodily injuries claims grow up in all Europe countries. In the presentation reasons in-

cluding components of claims and next consequences for motor liability insurance mar-

ket in Poland are examined. 

Keywords: motor insurance, third party liability insurance, bodily injuries 
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Anna Jędrzychowska 

Wrocław University of Economics, Poland 

Compensation for serious personal injury – calculation and comparison 

This article is focused on valuation personal injury claims what is in the insurance busi-

ness one of the most important problems. Improved medical treatment methods and 

increased road traffic and motor vehicle safety generally lead to trend of declining acci-

dent fatalities within Europe. This lead to an increase in the number of accident victims 

who survive with claims for serious bodily injuries and long-term impairments requiring 

both intensive acute care and treatment later. These aspects are of special importance for 

the handling and assessment of these bodily injury claims. 

Comparisons of individual compensation schemes in Europe can make same difficul-

ties. A especially because claim compensation systems are compared with lump sum 

adjustment approaches. For example, claims are settled under German tort law as pre-

cisely as possible according to the economic damage actually incurred. In Spain, how-

ever, the economic loss compensation is measured overall as a lump sum using com-

pensation tables, whereby it’s only a rough approximation of the individual claim. In 

Poland don’t exist any unity methodology of calculation compensation for personal in-

jury. In this paper is was proposed valuation methodology based on Polish civil low and 

compare the results of simulations with the same examples for the five most important 

European insurance markets – Germany, Italy, France, Spain and the United Kingdom. 

Keywords: personal injury, annuity, compensation 
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Magdalena Homa 

University of Wroclaw, Poland 

Capital of risk in Unit-Linked insurance 

Insurance companies are subject to have requirements that ensure the security of their 

business. The main objective of the regulatory framework is to establish capital of risk. 

For this purpose, an insurer wishing to be protected from unforeseen losses on a cash 

flow valuation should establish an appropriate level of reserves that should offset the 

insurer's risk to ensure the financial security of the insured. Funding requirements that 

match the real risks to which insurance companies are exposed are called Solvency II 

[EC directive 2009/138/WE Art.77]. According to the Solvency II theory, capital is 

highly dependent on the amount of risk undertaken by insurance companies. In other 

words, capital is sufficient to cover the real risk. Valuations should be based on the pre-

sent value of disposals; they should correspond to the current amount that an establish-

ment would have had to pay if it immediately transferred its rights and contractual obli-

gations to another establishment. To achieve this, the assets of the insurers are to be 

valued on the basis of their actual market value – the best estimate of reserves. This was 

a prerequisite for taking the unit-linked insurance valuation subject, which, based on the 

best estimate, should be based on the market value taking into account all risks as con-

ditional expected value with a special filtration. In this case filtration must be interpret-

ed as knowledge of contract option, price process and the value of a monetary unit, and 

dying process. This is the basis for the risk assessment carried out in the work (total, 

systematic and negative) of the unit-linked insurance offered on the Polish market. This 

determines if they use hedging strategies and Solvency II risk capital simulations, and 

how they affect them.   

Keywords: unit-linked insurance, capital of risk 
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Analysis Of The Financial Performance Between Sub-Manufacturing Sectors Be-

tween 2006-2014 By Topsis Method 

In this study, the financial performances of the 22 sub-manufacturing industry sectors in 

the Entrepreneurial Information System of the Ministry of Science were evaluated using 

the TOPSIS method which is one of the multi-criteria decision making methods. The 

datas were analyzed with the help of the ratios obtained from the financial statement 

data between 2006-2014. Liquidity and profitability ratios were used as the criterion 

factor in the analysis. Sectors were analyzed for the nine-years period as of year. As a 

result of the work, some sectors showed better financial performance and some sectors 

showed lower financial performance. 

Keywords: manufacturing sectors, TOPSIS, financial performance, multi criteria deci-

sion making, financial ratio 
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Lucjan T. Orlowski, Matthew Roessler 

Sacred Heart University, United States of America 

Convergence of Central European Currencies to the Euro 

We examine the dynamics of cross elasticity between selected Central European curren-

cies (the Czech Koruna, Polish Zloty, and Hungarian Forint) and the Euro exchange 

rates in U.S. Dollar terms to demonstrate whether these currencies move increasingly 

together in foreign exchange markets. We adopt the cross elasticity model originally 

proposed and tested for the EU currencies by Orlowski (2016). To test the currency co-

movements over time, we employ the Bai-Perron multiple breakpoint regression and the 

two-state Markov switching tests. We find evidence of increasing co-movement, i.e. 

convergence between the Central European currencies and the Euro that becomes par-

ticularly pronounced at times of financial distress. Increasing proximity of exchange 

rate ensures a smooth adoption of the euro by the Czech Republic, Poland, and Hunga-

ry. 

Keywords: cross-elasticity of exchange rates, Bai-Perron multiple breakpoint regres-

sion, Markov switching tests, Euro adoption 
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Paulina Ucieklak-Jeż 

Jan Dlugosz University in Czestochowa, Poland 

Analysis of short-term changes in health spending in the CEE countries. Creeping 

trend application 

Most countries face problems of increasing health care expenditures (HCE), both pri-

vate and public. Agencies responsible for fiscal planning seek for tools which allow to 

predict future health care spending, but most of scientific research employ long-term 

approach (10-20-30 years), while public bodies prefer shorter term forecasting. In this 

study we analyse short term changes in current health care expenditures (CHCE) in 

Central East European countries and test the applicability of the creeping trend in the 

short-term CHCE forecasting. The research sample includes: Bulgaria, the Czech Re-

public, Hungary, Poland, Romania, Slovak Republic. Data, obtained from OECD 

Health Data Database, cover the years 1995-2014. We employ the creeping trend meth-

od with constant segment 4. Our results show, that CHCE p.c. time series are non-

stationary in all analysed countries, as well as in EU as a whole. Our study also con-

firms the existence of a positive relationship between CHCE and GDP but analysis of II 

differences suggest, that all countries face alternating periods of a slowdown and an 

acceleration of CHCE p.c. growth/decline. Particularly in the period 2008-2010, there is 

an important slowdown of the CHCE growth. Although in the long term there is an ex-

pectation of constant increase in CHCE, in the short term CHCE are subject to signifi-

cant fluctuations, responding to changes dynamics of GDP. We also confirm, that using 

creeping trend method as a forecasting tool, may lead to very high fitting measures with 

R2 close to 0.99 for each of selected countries.   

Keywords: health care, health spending, creeping trend method 
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George Matysiak 

Cracow University of Economics, Poland 

Automated Valuation Models (AVMs): A brave new world? 

Automated Valuation Models (AVMs) are now widely employed in both the public and 

private sectors. However, debate regarding the role and accuracy of residential AVM 

valuations is an ongoing topic of discussion. Whilst there is little hard impartial evi-

dence on the accuracy of commercially available AVMs in the public domain, the 

presentation reports recently gathered figures. If a +/- 10% margin for error is regarded 

as acceptable then, based on US data, on average some 70% of AVM valuations would 

fall within the +/- 10% bracket. However, depending on location, the distribution of 

valuations falling within the +/- 10 % bracket ranges from 20% to 92%. Despite high 

average accuracy levels, statistically-based valuations may be widely off the mark and 

need to be augmented by professional judgement. The margin for error will likely vary 

over different market conditions, types of property and countries. For there to be a 

meaningful debate, AVM vendors need to make available access to their models for 

independent testing and verification of the models’ output and accuracy. 

The presentation will cover: the background to AVMs, a discussion on accuracy 

measures and together with measures of AVM residential accuracy, an acceptable mar-

gin for error and observations. 

Keywords: Automated Valuation Models (AVMs); residential valuation accuracy; dis-

tribution of valuation errors; margin for error 


