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Conference of Financial Companies in Poland ς ŜƳǇƭƻȅŜǊǎΩ ŀǎǎƻciation (KPF) has been created on October 27th 1999 and 

currently associates 39 key institutions active on the Polish Consumer Finance market (banks, financial advisors and 

intermediaries, money lending companies, economic information bureaus, debt management companies and insurers). The 

companies associated in KPF decided to represent their interest in the form of an trade organization which has the right to 

present opinions about bills and legal acts as a social partner of the legislative process. These entitlement is honored by state 

authorities and administration. KPF as the first Polish trade organization decided to join the European Federation of Finance 

House Associations ς EUROFINAS, which associates 14 national organizations representing over 1.200 financial institutions. 

 

Authors of this report are academics from the Warsaw School of Economics (WSE) who on regular basis conduct research 

on the Current State of Credit Market for Households in Poland in the Research Institute of Economic Development (RIED). 

Since 2006 they have been participating in the project run by RIED in cooperation with the Conference of Financial 

Companies in Poland. 

tƛƻǘǊ .ƛŀƱƻǿƻƭǎƪƛ is an assistant at the Department of Economics WSE and is currently preparing a Ph.D. dissertation on the 

perspectives of Polish credit market. 

{ƱŀǿƻƳƛǊ 5ǳŘŜƪ is a Ph.D. in economics employed at Research Institute of Economic Development WSE. 
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1. INTRODUCTION  

tƛƻǘǊ .ƛŀƱƻǿƻƭǎƪƛ 

 

This report was prepared for the Conference of Financial Companies in 

Poland (KPF) to investigate the situation of the Polish credit market and 

perspectives of its development in the light of convergence process that is 

being observed in Poland as the economy catches up with more developed 

countries of the EU. The market of credit for households in Poland is at an 

early stage of development and there is still a long way to go before the 

Polish economy reaches the development level of the credit market 

comparable to the one observed in countries with long market traditions. 

Nevertheless, the situation observed on this market in 2007 can be 

perceived as very optimistic and probably leading Poland to a state of credit 

market maturity.  

The Conference of Financial Companies in Poland associates financial 

institutions operating on the Polish consumer finance market. However, the 

report is designed not only to assess the development perspectives of 

financial institutions. The main goal was to investigate the situation on 

Polish credit market for households from the demand perspective. It is the 

situation of households and their economic condition that will determine 

the level of development of the Polish credit market in the forthcoming 

years. That is why it is so essential to develop a framework of analysis for 

the perspectives of development of credit market in Poland. The potential 

development of the credit market is strictly connected with the level of 

demand, the competitiveness, legal and institutional regulations but also 

factors specific for the economy. In the case of Poland the fact that 

economic transition took place 17 years ago has influence on the current 

level of development of credit market, as in this short period there was 

little t ime to develop appropriate market institutions and ƘƻǳǎŜƘƻƭŘǎΩ 

behavior.  

As mentioned, the report will concentrate on the demand side of the credit 

market. In order to develop a proper methodology the authors decided to 

determine the position of Polish credit market in relation to other European 

Union Member States (chapter 2.1). Additionally the situation of the Polish 

economy was presented (chapter 2.2), as it influences the level of 

development of the credit market. Chapter 3 is devoted to the analysis of 

durable goods market. Durables are most often financed with credit while 

they yield utility for many years and credit is a vehicle that enables to use 

future income to finance them. Unfortunately not all households are able to 

participate in the credit market. That is the reason why exclusion from this 

market was evaluated (chapter 4). The problem of exclusion is however 

very complex and gives different results when different methodologies are 

applied. The results presented in chapter 4 do not give exact solutions but 
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try to approach the solution of the problem of the excluded. The 

perspectives of the Polish credit market seem to be very optimistic, but the 

future growth of credit to households depends on various factors and these 

factors were presented in the form of SWOT analysis conducted in chapter 

5. Finally, in chapter 6, the authors present possible paths of future growth 

of the credit market in a 10 year perspective. Chapter 7 contains a summary 

of the findings of the conducted analysis. 

 

 

 

 



   

7 

2. MAIN FACTS ABOUT THE MARKET OF CREDIT FOR 

HOUSEHOLDS AND GENERAL ECONOMIC TRENDS 

FROM 1995 TO 2006 

{ƱŀǿƻƳƛǊ 5ǳŘŜƪ 

 

The main aim of his chapter is to analyze trends on the market of credit for 

households and the general macroeconomic background in Poland. The 

analysis covers the period 1995-2006 (including early months of 2007). The 

beginning of the transition process of Polish economy (1989-1994) is not 

covered due to lack of consistent and good quality data concerning this 

period.  

The analysis is focused on dynamic tendencies visible on the market of 

credit for households in comparison to the entire European Union (EU27), 

the so called Old European Union (EU15) and 10 New Member States (NE10 

or EU8+2). 

 

2.1 Main facts about the market of credit for households 

Over the last 13 years outstanding amounts of credit for households have 

increased over 40 times. The rise begun from a low level of 6 billion PLN at 

the beginning of 1995 to reach about 240 billion PLN at the end of 

September 2007. One could add that the market was practically created at 

the beginning of the economic transition as earlier it simply did not exist. 

 

Over the analyzed period (1995-2006) the Polish market of credit for 

households has been developing very dynamically (Graph 1), with the 

average growth rate (CAGR) of outstanding amounts of credit to 

households reaching 36%. At the beginning of that period the annual 

growth rate reached the level of even 70-100%. Currently the growth rate 

has stabilized at the level of about 35-40%. It is also important to indicate 

that the annual growth rate fluctuated - it dramatically lost pace when the 

whole economy was growing weaker (period 2001-2003). This proves that 

the credit market is correlated with the general business cycle in Poland. 

Since 2004 we are again observing dynamic growth of the Polish market of 

credit for households - at the end of September of 2007 the annual growth 

rate approached 40% (the highest rate since 1999). 
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Graph 1. Growth of credit to households  Graph 2. Credit to households as % of GDP 
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Source: Own calculation based on data of NBP (National Bank of Poland) and GUS (Polish Central Statistical Office). 

 

High growth does not prove the maturity of the Polish market of credit for 

households. A very low level of the penetration index (value of outstanding 

amounts of credit to households in relation to the value of nominal GDP) 

which amounted to about 21% at the end of September 2007, adds to the 

picture. This is despite dynamic growth of this indicator which is shown on 

Graph 2. It took off from about 3% in 1995 and annually increased by some 

1.5 pp. 

Last two years stand out of this trend as the penetration index increased by 

2 pp. in 2005 and by 3.5% in 2006. Never before has the market scored this 

ƘƛƎƘ ǘƘƻǳƎƘ ǘƘƛǎ ǊŜŎƻǊŘ ǊŜǎǳƭǘ ƳƛƎƘǘ ōŜ ōŜŀǘŜƴ ŀǎ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ŀǳǘƘƻǊǎΩ 

estimates in the first three quarters of 2007 credit market penetration has 

increased by approximately 4 pp. 

In EU15 countries the level of penetration of the market of credit for 

households is higher in absolute values, reaching on average above 60% of 

the GDP (Graph 3). It differs  however among particular countries, ranging 

from 40% in Greece, through more than 80% in the Netherlands and 

Ireland, to 100% in United Kingdom and 114% in Denmark. Among the New 

Member States (NE10) the penetration level also differs but not to such 

extent. The penetration index in post communist countries (EU8) ranged 

from 16% to 40% in 2006. Within those states we can indicate two groups 

of countries - Latvia and Estonia with high penetration (about 40%) and the 

remaining ones with low penetration ranging from 16% to 21%. 
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Graph 3. Credit for households ς market penetration in EU countries (end of 2006) 
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Source: Own calculation based on ECB, EUROSTAT and National Central Banks and National Statistics Offices data. 

 

Throughout the last 15 years New Member States (NE10) with an emphasis 

on the converging post-communist economies have been experiencing high 

retail credit market growth rates. The beginning of the transition period 

was marked by spectacular growth rates sometimes reaching over 100% a 

year. In the last several years the markets did not develop as fast but still 

with double-digit growth rates they significantly outpaced more mature 

economies. This also applies to the Polish credit market as explained above. 

According to available data the average annual growth rate (CAGR) of 

outstanding amounts of credit to households in NE10 in the period 2000-

2004 was about 23% while in old Europe (EU15) in the period 2000-2006 it 

reached the level of about 7%. As shown on Graph 4, in Poland CAGR 

reached the level of about 19%. 

 

Graph 4. Households debt growth [CAGR 00-06,00-

04] 

 Graph 5. Households debt growth ς selected new 

member countries (1995-2005) 
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The low market penetration level in Poland is accompanied by low average 

value of credit. If we consider that there are 14.1 million households in 

Poland, at the end of September 2007 the average value of outstanding 

amount of credit to a single household amounted to about 15.000 PLN or 

about 4.000 EUR. According to data obtained from the IRG-KPF survey the 

debts of some 55% of Polish households which have a loan taken from a 

Monetary Financial Institution (MFI) amount to a value between 1.000 to 

10.000 PLN (Graph 6). About 15% of indebted households have liabilities 

worth less than 1 thousand PLN. Only 10% of indebted households have to 

repay more than 50 thousand PLN and about 21% something from 10-50 

thousand PLN. 

 
Graph 6. Average credit from MFIs (2007)  Graph 7. Types of liabilities of polish households 
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One of the crucial observations coming from the IRG-KPF survey about the 

Polish credit market is that almost 60% of all households do not participate 

in the financial market (Graph 7). This mainly concerns households lacking 

creditworthiness and those with very low income which are in fact excluded 

from the credit market. There is however a considerable group of 

households which do not participate in the credit market in spite of a good 

financial status and a good credit rating. Among the households with the 

highest per capita income some 50-55% do not participate in the credit 

market. The reasons behind such attitude result from cultural and 

sociological factors and are also linked to a lack of confidence in financial 

institutions. In his article prof. Kazimierz Krzysztofek (ŎΦŦΦ YƻƱƻŘȊƛŜƧŎȊȅƪΣ 

[2006]) stated that άόΧύ ƛƴŘŜōǘŜŘƴŜǎǎ ƛƴ ŀ ŎǳƭǘǳǊŀƭ ǇŀǘǘŜǊƴ ƛƴ ǘƘŜ ¦{Σ όΧύ 

ǘƘŜǊŜ ŘŜōǘ ŘƻŜǎ ƴƻǘ ǊŜǾƛƭŜ ƘƻǳǎŜƘƻƭŘǎ όΧύέΦ Lƴ tƻƭŀƴŘ ǘƘŜ ǎƛǘǳŀǘƛƻƴ ǎŜŜƳǎ 

to be the opposite ς ŀ ǎǘŀǘŜƳŜƴǘ άƛƴŘŜōǘŜŘ ƘƻǳǎŜƘƻƭŘέ ǎŜŜƳǎ ǘƻ ƘŀǾŜ 

negative connotations as it indicates that the household is not able to 

manage its budget. Chapter 4 contains and in-depth analysis of the issue of 

exclusion from the credit market. 

A significant portion of Polish households (some 13%) have debt incurred 

with an employer. This form of employee support was very popular in the 
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centrally planned economy is still present in state owned companies and 

public institutions. 

Credit is an instrument which allows households to manage their budgets 

(incomes and expenditures) throughout the whole life cycle. In this sense it 

is used to finance current expenses (consumption) and long-term 

expenditures (fixed assets, in the case of households mainly housing 

investments). It may also used to finance various operations connected 

with financial assets (e.g. purchase of securities, bonds, etc.). 

Both the macroeconomic analyses and this part of the report use certain 

aggregations of credit to households based on the functions listed below  

(c.f.  ECB statistics): 

§ consumer credit, 

§ lending for house purchase, 

§ other lending. 

Only lending for house purchases is a quite homogenous category and 

therefore is not disaggregated further in the analysis. Consumer credit is 

more complex and heterogonous. It can be analyzed in various cross-

sections, most often according to the type of consumptions expenditures, 

the business model of financial intermediaries or both. Quite often they are 

split into: 

§ car purchase financing, 

§ point-of-sale financing (mainly for electronic equipment, 

household appliances, etc.) 

§ cash loans (without purpose of financing), 

§ credit connected with credit cards. 

According to the ECRI and Mercer Olivier Wyman report (2005) in Western 

Europe the car financing market constitutes on average about 27% of total 

consumer debt (Spain: 35%, Germany: 40%, Italy: 60%, UK and France: ca. 

15%) while  point-of-sale financing (POS) is about 10% (France: ca. 30%, 

Spain: 22%, Italy: ca. 15%, Germany and the UK: 5%). Cash loans (direct 

financing) have grown to become has became the most important category 

of consumer credit in Western Europe and currently constitute on average 

2/3 of total consumer debt. 

Polish statistics lack such detailed and consistent data concerning the 

particular groups of consumer credit. Some knowledge can be gathered 

from an analysis of indebtedness motives apparent in results of 

questionnaire surveys conducted by different research institutions. 

The other credits category is very heterogonous - it is hybrid of various 

products and can consist of financial investment credits, credit for small 

family businesses, etc. 
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Graph 8. Purposes of households credit in Poland  Graph 9Φ CƛƴŀƴŎƛƴƎ ƻŦ ƘƻǳǎŜƘƻƭŘΩǎ ǇǳǊŎƘŀǎŜǎ ōȅ 

credit in Poland (2007) 
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ThŜ ά{ƻŎƛŀƭ 5ƛŀƎƴƻǎƛǎ нллтέ ǎǳǊǾŜȅ Ǉƻƛƴǘǎ ǘƻ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǇǳǊǇƻǎŜǎ ƻŦ 

incurring debt (Graph 8): 

- major purchases (40%), 

- expenditures on apartment or house renovation (36%), 

- purchase of apartment/house (13%). 

The quoted survey does not explicitly mention purchases of which are 

ǇǊƻōŀōƭȅ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ άǇǳǊŎƘŀǎŜǎ ƻŦ ŘǳǊŀōƭŜǎέ ŎŀǘŜƎƻǊȅΦ ¢Ƙƛǎ ƛǎ ǿƘȅ ǘƘƛǎ 

category has such a large share in the total results. According to a survey 

conducted by the Polish Central Statistical Office (GUS (2003)) 10% of Polish 

households have indicated a car purchase as a motive for taking out a loan. 

 

The very important role played by credit in financing the above mentioned 

groups of ƘƻǳǎŜƘƻƭŘǎΩ expenditures can be proved by results of a survey 

conducted by KPF-IRG (see Graph 9). According to this data about 2/3 of 

Polish households finance their major purchases partly or fully with credit in 

MFIs and 35% of those do it entirely with credit. In the case of buying a car 

almost 60% of households use credit as a financing tool  and 30% of those 

households use only borrowed money. In the case of housing expenditures 

as much as 72% of Polish households use credit but in this case the share of 

partial credit financing is larger (42%). The share of credit financing is 

smaller in the case of renovation expenditures - in this case 43% of 

households use credit (only 18% entirely with credit). 

Unfortunately, aggregated central bank statistics are not detailed enough 

which makes the analysis of the market of credit for households more 

difficult. Very often macroeconomic analysis are focused on two main 

aggregates mentioned above (consumer credit, lending for house 

purchase). This is enough to conduct market trend analyses, especially in 

international context. 

The aggregated structure of the Polish market of credit for households has 

undergone dynamic changes over the last several years (Graph 12). The 

housing credit market has been developing most rapidly, with its 
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penetration level increasing from 0.3% of GDP in 1996 to 9.6% of GDP at 

the end of September of 2007, which means an average annual growth of 

penetration by about 0.8 pp. In the last three years this increase was two 

times as high (about 2 pp. per year). 

Consumer credit penetration has been increasing as well but not as rapidly 

as in the case of housing credit. It has increased from 3.4% in 2006 to 8.5% 

at the end of September of 2007, which means an average penetration 

growth of about 0.4 pp a year. Other forms of credit to households in 

relation to GDP amounted to 1.3% in 2006 and increased to 3.0% at the end 

of September of 2007. 

Here it should be stressed that the outstanding amount of housing credit in 

2007 exceeded the outstanding amount of consumer credit for the first 

time (9.6% in comparison to 8.5% of GDP). 

 

 
Graph 10. Growth of credit to households by type 

(1997-2007) 

 Graph 11. Credit to households by type as % of 

GDP (1996-2007) 
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Source: Own calculation based on data of NBP and GUS. 

 

As mentioned previously, the penetration level of the market of credit for 

households is considerably lower than on mature, market economies, such 

as those of EU15. Differences in penetration levels and dynamics of growth 

are of course also visible for particular types of credit and the gap 

separating Poland from the EU15 is even more evident. The penetration 

index for the housing credit market in Poland is several times lower than 

the EU15 average ς in 2006 it was respectively 8% in comparison with about 

46% in EU15 and 18% on average in the New Member States (NE10) (Graph 

12). It should be pointed out that housing credit market penetration differs 

also among particular countries of the EU15 and NE10 (Graph 15). In EU15 

countries in varies from 16% in Italy to about 98% in Denmark (according to 

2006 data). The penetration index in New Member States in 2006 ranged 

from 8% in Poland to 30% in Estonia and Malta. 
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Graph 12. Composition of credit for households 

(end of 2006) *) 

 Graph 13. Debt growth by type in Poland and EU 12 
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The penetration level of consumer credit in Poland lags not far behind the 

average penetration in EU15 countries. According to ECB at the end of 2006 

the gap was less than 1 pp. In the case of consumer credit the penetration 

index is also differentiated among EU countries and varies from 3% in 

Belgium through 11% in Ireland, 13% in Greece to 16% in UK (Graph 14). 

The penetration for other credits in Poland at the end of 2006 was two 

times lower than the EU15 average (5% in comparison with 10%). 

 
Graph 14. Consumer credit ς market penetration in 

EU countries (end of 2006) 

 Graph 15. Housing credit ς market penetration in 

EU countries (end of 2006) 
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An important feature of the Polish market of credit for households (as well 

as for all New Member States which are in the transition process) is a 

significant role of credits denominated in foreign currencies (mostly EUR or 

CHF). In Poland during the last several years the share of foreign currency 

loans in total has been increasing systematically from 3% in 1996 to about 

30% at the end of September of 2007. The significant fact concerning this 

share is that it has stabilized on that level for several years and has not 

been increasing (Graph 16). This form of financing definitely dominates in 

the case of housing loans, which constitute 90% of all foreign currency 
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loans. In mature economies, especially in EU15 countries, foreign currency 

loans play a marginal role. 

The relative significance of foreign currency loans in developing economies 

results from several factors. One is the disparity of local and foreign interest 

rates in these economies, another is the lack of domestic capital in the 

banking sector or the currency exchange regime. In the Baltic States (Graph 

17) with currency board, the share of foreign currency loans (mainly in EUR) 

is the highest among NE10 and amounted to 60-75% in 2005. On the other 

hand in the Czech Republic where the interest rate differential is negative 

the role of foreign currency loans is marginal. A share of foreign currency 

loans comparable to the one in Poland is observed in Hungary and Bulgaria. 

Summing up it should be stated that a level of 30% is not dangerous for the 

stability of the credit market and for ƘƻǳǎŜƘƻƭŘǎΩ wallets, especially if the 

current appreciation tendency is taken into account. 

 
Graph 16. Foreign currency loans for households in 

Poland (1996-2007) 

 Graph 17. Foreign currency loans for households in 

NE10 (2005) 

0,0%

5,0%

10,0%

15,0%

20,0%

25,0%

30,0%

35,0%

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

I-IX

%
 o

f 
to

ta
l

Credit to households in foreign currency  

 
75

,3
%

70
,3

%

57
,3

%

29
,0

%

28
,0

%

9,
8%

0,
9%

0,
3%

0,0%

10,0%

20,0%

30,0%

40,0%

50,0%

60,0%

70,0%

80,0%

E
E

L
V

L
T

P
L

H
U S
I

S
K

C
Z

%
 o

f 
to

ta
l

Credit to households in foreign currency
  

Source: Own calculation based on National Central Banks data,  

 

In the case of economies which are experiencing very high credit market 

growth, especially for households, a crucial issue is whether the market is 

not developing too fast in relation to the fundaments of the economy and 

on the micro level whether the amount of debt is not too high with respect 

to the long-term income possibilities. In other words it is crucial to assess 

whether credit repayments are on time or how high the risk that 

repayments will be delayed is.  

A synthetic measure of the quality of a credit portfolio for households is a 

share of nonperforming loans (NPL) in total debt. Currently in Poland the 

share of NPLs is on a very low level (at the end of September of 2007 it was 

about 4.5%) what partly results from the fact that housing credits dominate 

the portfolio. Moreover these loans by their nature have a very low level of 

risk, are very well secured and are ǉǳƛǘŜ άƛƳƳŀǘǳǊŜέ. Low penetration of 

the sub-prime group is also an important factor. 

It should be also stated that the quality of Polish householdsΩ credits is 

correlated with the general business cycle. The share of NPLs was the 
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highest in the period of economic slowdown (2001-2003) when it went past 

14% (Graph 20). 

Results of the KPF-IRG survey on servicing current and future liabilities are 

supplementary to the synthetic measures such as the NPL. According to this 

survey in 2007 about 50% of households (possessing any liability) serviced 

debt without problems. Timely servicing of liabilities is connected with level 

of a ƘƻǳǎŜƘƻƭŘΩǎ ƛƴŎƻƳŜΦ !ƳƻƴƎ ǘƘŜ ǇƻƻǊŜǎǘ ƻƴƭȅ нл҈ serviced their 

liabilities on time. Among the richest households this share amounted to 

70% in 2007 (Graph 18). But we should bear in mind that this question 

concerns all liabilities, not only credits. Among poor households the 

servicing problems also concern current payments connected with 

maintaining a house (energy, gas, telephone, rent, etc.). About 40% of 

respondents had slight problems with servicing, more than 10% had big 

problems and 4% of those had delays longer than 6 months. 

The biggest problems with servicing liabilities were found in the case of 

households with low indebtedness level (less than 1 thousand PLN). More 

than 20% of such households encounter big problems with servicing 

payments. In the case of households with large credits (more than 50.000 

PLN) only 7% had big problems with servicing debt. 

 
Graph 18. Servicing of current liabilities (2007)  Graph 19. Expected servicing of liabilities (2007) 
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In the context of a very dynamic development of the Polish market of credit 

for households in the last two years it is important to know what are the 

expectations about servicing liabilities in the future (Graph 19). According 

to the IRG-KPF data about 33% of respondents declare servicing debt 

without problems in the forthcoming year, 29% expect problems but only 

9% are expecting big problems (of which less than 1% will stop servicing). 

It is also important to learn what is the level of interest paid in relation to 

ƘƻǳǎŜƘƻƭŘǎΩ disposable income. In 2005 in Poland it was only 0.7% which at 

was one of the lowest interest burdens in EU27 (Graph 22). In EU13 the 

interest burden on average amounted to 3% and in the Netherlands and 

Denmark to 9.1% and 10.6% respectively. 
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A very important indicator of ƘƻǳǎŜƘƻƭŘǎΩ financial condition in context of 

debt is the άƴŜǘ ǿƻǊǘƘκǿŜŀƭǘƘέ ƻŦ ƘƻǳǎŜƘƻƭŘǎΣ ŀƴŘ ŜǎǇŜŎƛŀƭƭȅ ƴŜǘ ŦƛƴŀƴŎƛŀƭ 

wealth. This balance is defined as the difference between financial assets 

and financial liabilities. If financial net wealth is positive and is increasing it 

means the financial situations of households is improving. In spite of 

increasing debt households are able to increase their financial wealth 

(assets) more rapidly. Very often ǘƘŜ ǎƻ ŎŀƭƭŜŘ άŎƻǊǊŜŎǘŜŘέ ƴŜǘ ŦƛƴŀƴŎƛŀƭ 

wealth is used in analyses (Coricelli et al., 2006). In this approach when we 

assess the financial condition of households we are not taking into account 

mortgages which by definitions are secured by fixed assets (home, 

apartment) so that credit and security are on both sides of a ƘƻǳǎŜƘƻƭŘΩǎ 

balance sheet. In result they are neutral for net wealth. 

 
Graph 20. Non performing loans for households in 

Poland (1996-2007) 

 Graph 21. Household debt over Financial Wealth 

(2004) 
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Source: Own calculation based on National Central Bank data, Mucci F., Revoltella D. [2005] 

 

In previous years in Poland, as well as in other New Member States the 

άŎƻǊǊŜŎǘŜŘέ ƴŜǘ ŦƛƴŀƴŎƛŀƭ ǿŜŀƭǘƘ ǿŀǎ ǇƻǎƛǘƛǾŜ ŀƴŘ ƛƴŎǊŜŀǎƛƴƎ. In 2005 in 

Poland it amounted to more than 50% of the GDP. It was however several 

times lower than in EU12 countries (it ranged from 130% to almost 300% of 

GDP). 

The financial leverage is also a useful indicator allowing the assessment of 

the scale of householdsΩ debt. It is calculated as ratio of debt to total assets 

(like in enterprises) but because the lack of good quality estimates of fixed 

assets here it is calculated as a ratio to financial assets. According to 

EUROSTAT data in 2006 in Poland the financial leverage was about 24%, 

which is slightly lower than the average in UE12 (27%). We have to 

remember that if we take into account total assets the leverage index will 

be much lower. 

Summing up we can say that Polish households are not overloaded with 

debt servicing burdens and that there is still a lot of room to increase the 

scale of debt without lowering the soundness of householdsΩ finances. 

 

 

 



   

18 

Graph 22. Interest paid by households and NPISH 

(% of gross disposable income)* 

 Graph 23Φ ά/ƻǊǊŜŎǘŜŘέ ƴŜǘ ŦƛƴŀƴŎƛŀƭ ǿŜŀƭǘƘ όнллрΣ 
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Source: EUROSTAT, own calculation 
Note: *) in 2006 if not stated, **) is calculated as gross financial wealth minus the non-mortgage part of debt divided by GDP 

 

2.2 General macroeconomic background 

Without the general economic development which we have been observing 

in Poland since 1992 the development of the credit market would not have 

occurred. During the analyzed period (1995-2006) real GDP has increased 

by about 61%, a figure similŀǊ ǘƻ ǘƘŜ ƛƴŎǊŜŀǎŜ ƻŦ ƘƻǳǎŜƘƻƭŘǎΩ ŎƻƴǎǳƳǇǘƛƻƴ 

(60%). The annual growth rate fluctuated cyclically but on average in 

amounted to about 4.5%. In the first peak after the transition (1997) the 

D5tΩǎ ƎǊƻǿǘƘ ǊŀǘŜ ǊŜŀŎƘŜŘ т҈ ƻƴƭȅ ǘƻ ŘǊƻǇ Řƻǿƴ ǘƻ ŀōƻǳǘ м҈ ƛƴ нллм. 

{ƛƴŎŜ нллн ǘƘŜ D5tΩ ƎǊƻǿǘƘ ǊŀǘŜ Ƙŀǎ ōŜŜƴ ƎŀƛƴƛƴƎ ǇŀŎŜ ŀƴŘ ŀǇǇǊƻŀŎƘed 7% 

in the first half of 2007. The growth rate of household consumption which 

to a growing extent is financed with credit has been fluctuating together 

with the GDP as shown on Graph 24. In the peak of development it reached 

around 9% and later decreased to about 2% in 2001. Such significant 

fluctuations of the consumption growth rate serve as additional proof of 

the under-development of the credit market and should help forming the 

smoothing of consumption. At present consumption is growing very rapidly 

reaching 6% in the first half of 2007. 

The growth rates of the GDP and household consumption recorded in 

Poland were definitely higher than in the Old European Union (EU15) where 

the respective figures were on average 2.3% and 2.7% (Graph 25). In the 

New Member States the growth in these categories was also higher and 

amounted to 4.6% and 4.9% respectively.  
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Graph 24. Growth of GDP and consumption (real)  Graph 25. Average growth of GDP and 

consumption (CAGR 96-06) 
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Source: CSO, EUROSTAT, own calculation. 

 

Apart from the dynamic growth of total consumption it is also important to 

analyze its structure. Special attention should be paid to the role that 

durables and car purchases play in total consumption as to a large extent 

they are financed by credit. Large share of food expenditures and low share 

of major purchases and services in total consumption are characteristic for 

transition economies such as Poland. On the other hand this structure is 

rapidly changing. As Polish households are not very well equipped with cars 

and durables there are quantitative and qualitative gaps separating Poland 

from the average in EU15 countries (this issue is explained in detail in 

chapter 3). As a result quantitative and qualitative convergence can be 

observed in this aspect. It results in the growth of demand for these 

products outperforming total consumption. 

Economic growth of the Polish economy is reflected in increasing household 

income. In the analyzed period the gross disposable income of households 

increased threefold in nominal terms (Graph 27) and amounted to 680 

billion PLN in 2006 (according to estimates of the authors), which means 50 

thousand PLN annually per household. 

Improving financial situation is also visible on the micro level data. The 

results are drawn from IRG survey which asks about householŘǎΩ opinions 

on how they manage to balance their budgets (Graph 26). According to this 

survey the share of households forced to run into debt decreased from 27% 

in 1996 to 10% in 2007. The share of households which had to turn to their 

saving to cover all expenditures also decreased significantly (from 22% to 

7%). At present a majority of households are balancing their budgets (57% 

in comparison with 37% in 1996). Likewise we can observe a increase of the 

share of households which are able to save some money (from 15% in 1996 

to 27% in 2007). Clearly we can observe improvements of Polish 

householdsΩ ŎǊŜŘƛǘ ǊŀǘƛƴƎǎ, but there still is a significant group of 

households lacking any saving ability. 
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Graph 26. Financial condition of households  Graph 27Φ DǊƻǿǘƘ ƻŦ IƻǳǎŜƘƻƭŘΩǎ 5ƛǎǇƻǎŀōƭŜ 
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In spite of rapidly increasing incomes of households in Poland, the distance 

from the average income in developed European countries (EU15) is still 

huge. 

The best way to measure this distance is to calculate the GDP per capita 

PPP, which in 2006 in Poland amounted to only 51% of EU25 average 

(Graph 28). It also one of the lowest levels in all EU countries excluding 

Bulgaria and Romania. The real convergence process in the New Member 

States, perceived as closing the GDP per capita gap, can last from few to 

several decades. In the case of Poland catching up with the average EU15 

level of GDP per capita can take approximately 30 years assuming that 

Polish GDP growth will on average be higher by 2 pp. than in EU15 

countries. If the difference in growth increases to 3 pp. the time required to 

catch up with the rest of Europe can be shortened by more than 10 years. 

From the point of view of household credit analyses the level of GDP per 

capita plays a major role. In most analyses it is the main factor explaining 

the differences in the level of credit penetration between developing and 

developed countries. 

Graph 28. GDP per capita in PPS in EU countries (2006) 
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Another factor influencing the market of credit for households is the 

unemployment rate. Employment stability and low risk of losing a job plays 

a crucial role in making credit decisions on both the demand and supply 

sides. As shown on Graph 29 structural reforms in Poland resulted in the 

number of the unemployed reaching 3.3 million and the unemployment 

rate exceeding 20% which was increasing even in times of rapidly growing 

GDP. The negative tendency observed in previous years has been reversed 

and now unemployment is decreasing. Currently there are about 1.8 million 

unemployed and the unemployment rate is moving towards a one digit 

level (at the end of September 2007 the 11.6% of Poles were unemployed 

although according to the LFS it already reached a one digit level). 

For several reasons inflation is also quite important for the effectiveness 

and development of the credit market. On the one hand it distorts credit 

decisions, on the other  it influences the interest rates. 

In the early stages of the transition process in Poland high inflation, along 

with unemployment, was a serious problem (generating high social cost). In 

the beginning of the nineties consumer prices (CPI) used to grow by 600% 

but due to wise economic policy Poland succeeded in reducing it to a two 

digit level. Further reduction to a one digit level was difficult and slow with 

the disinflation process facing a halt in the year 2000. 

Now, for several years, the  CPI is, for a developing economy, on a very low 

level (Graph 30), as in 2006 its average increase amounted to only 1%. In 

2007 we could observe inflationary pressure resulting from labor market 

tensions - between January and September 2007 the average inflation 

increased to 2.1%. 

 
Graph 29. Registered unemployment  Graph 30. Inflation (CPI, YoY) 
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It is important that converging economies undergo the process of 

development in conditions of a general equilibrium. As it was stated above 

the labor market was not in equilibrium because of structural problems. 

Another important factor is to run a low current account deficits.  
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Graph 31. Current Account Balance (% of GDP)  Graph 32. Public debt and deficit (% of GDP) 
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In the analyzed period Polish economy had to deal with a very high level of 

current account deficit. Between 1999 and 2000 the CAB amounted to over 

7% of GDP ς a level that could prove dangerous for the stability of the 

exchange rate and the financial markets. The situation partly resulted from 

exaggerated growth of domestic demand in relation to the potential of the 

economy. From then the CA deficit has been constantly lowered with the 

last two years showing a stabilization at the level of 2% of GDP. 

 

Additional factor stimulating growth of the credit market is the equilibrium 

of the public finances. Its importance lies in the fact that public debt causes 

the crowding-out effect which reduces potential development of the 

private credit market in general and the market of credit for households in 

particular. In the period covered by the analysis the Polish fiscal policy was 

expansive. On average in the analyzed period the general government 

deficit amounted to 4.5% of GDP (Graph 32). After a period of stabilization 

public debt started to increase in previous years. The situation of public 

finances used to be of the major barriers limiting the development of the 

market of credit for households.  

 
Graph 33. Interest rates (end of period)  Graph 34Φ IƻǳǎŜƘƻƭŘΩǎ ƻǇǘƛƳƛǎƳ ƛƴŘƛŎŀǘƻǊ όwL95ύ 
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Without doubt interest rates are a key factor influencing the credit market. 

Over the years covered by this analysis we observed a permanent reduction 
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of nominal domestic interest rates (Graph 33) in Poland. This is a rational 

consequence of the disinflation process. In 1995 nominal inter-banking 3 

month interest rate (WIBOR 3M) was 25% p.a., posing a huge barrier for the 

credit market. Adding to this was the fact that the domestic interest rates 

were several times higher than their foreign counterparts. This huge 

disparity explains the increase of credits denominated in foreign currencies. 

In the last several years the nominal domestic interest rates have been 

substantially reduced and the disparity has been almost closed. Currently 

Polish interest rates are close to Eurozone interest rates. 

 

Another factor influencing the market of credit for households are 

ƘƻǳǎŜƘƻƭŘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀōƻǳǘ ǘƘŜƛǊ ŦǳǘǳǊŜ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴΣ ǘƘŜ ƎŜƴŜǊŀƭ 

economic situation and about the risk of being unemployed. All these 

ŦŀŎǘƻǊǎ ŀǊŜ ŀƎƎǊŜƎŀǘŜŘ ƛƴ ǎȅƴǘƘŜǘƛŎ ƛƴŘƛŎŀǘƻǊǎ ŎŀƭƭŜŘ άŎƻƴŦƛŘŜƴŎŜ 

ƛƴŘƛŎŀǘƻǊǎέΦ hƴŜ ƻŦ ǘƘŜƳΣ ǘƘŜ άIƻǳǎŜƘƻƭŘǎΩ ŎƻƴŘƛǘƛƻƴ ƛƴŘƛŎŀǘƻǊέ ǇǊŜǎŜƴǘŜŘ 

ƻƴ ŀ ǊŜƎǳƭŀǊ ōŀǎƛǎ ōȅ ǘƘŜ LwDΣ ǎƘƻǿǎ ǘƘŀǘ ǎƛƴŎŜ нллп ƘƻǳǎŜƘƻƭŘǎΩ ƻǇǘƛƳƛǎƳ 

is improving (Graph 34). To a certain extent this factor stimulates decisions 

concerning entering the credit market. 
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3. QUALITATIVE AND QUANTITATIVE GAP ON SELECTED 

MARKETS 

tƛƻǘǊ .ƛŀƱƻǿƻƭǎƪƛ 

 

In the previous chapters we have outlined the credit market situation along 

with its economic background. In this chapter we are going to have a more 

in-depth look at this issue in order to develop a framework which would 

indicate the main future forces driving the development of the credit 

market. The survey conducted by KPF and IRG has focused on the behavior 

of households on the market for durables. As indicated in chapter 2.1 

purchases of durable goods are very often financed from external sources 

such as credit and thus ought to be subject to a more detailed analysis. In 

Poland the share of credit financing in case of purchases of durables, flats 

or cars is estimated at 60-70%. This leads to a conclusion that the 

differences between Poland and EU-15 in case of durable goods will be the 

ƪŜȅ ŦƻǊŎŜ ŘǊƛǾƛƴƎ ǘƘŜ ŎǊŜŘƛǘ ƳŀǊƪŜǘΩǎ ŘŜǾŜƭƻǇƳŜƴǘ ŀǎ ǘƘŜǎŜ ŀǊŜ ǘƘŜ Ƴŀƛƴ 

purposes for incurring debt. 

 

To evaluate the differences in development of the credit market in the 

coming years we established twƻ Ƴŀƛƴ ŀǇǇǊƻŀŎƘŜǎΦ ²Ŝ ŀƴŀƭȅȊŜ άthe 

quantitative gapέ ŀƴŘ άthe qualitative gapέ ƛƴ ŎƘƻǎŜƴ ǎŜƎƳŜƴǘs of the 

credit market. Existence of a quantitative gap is a consequence of different 

saturation with goods like flats or cars in the economy. It is common 

knowledge that the more profound the gap in number of cars and flats, the 

more rapid will be the process of purchasing cars and buying apartments be 

in order to equate the standard of living in both areas. Nevertheless, the 

process of catching up can also occur as a reduction of differences 

ŎƻƴƴŜŎǘŜŘ ǿƛǘƘ ǉǳŀƭƛǘȅ ƻŦ ŘǳǊŀōƭŜǎΦ Lǘ ƳƛƎƘǘ ōŜ ŎŀƭƭŜŘ άǉǳŀƭƛǘŀǘƛǾŜ ƎŀǇέΦ 

Such gaps occur on the markets for durables that serve their owners for 

quite a long time, e.g. flats and cars. These goods can yield utility even if 

they are not new. 

This chapter is organized as follows: at first the quantitative and qualitative 

gaps on the market of flats and houses are described; then the same 

procedure is used to analyze markets of cars and of small durables; finally 

the speed of  the catching up is described.   

 

3.1 Development of the market for dwellings 

In Poland the housing market is in very poor condition and requires huge 

improvements. The most crucial indicator is connected with the number of 

flats that are at the disposal of Poles. The development of the housing 
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market and as a consequence the segment of mortgages are the key driving 

forces of growth of each credit market for households. This should also be 

the case in Poland but unfortunately the boom observed on the housing 

market in the past two years caused a very rapid increase in the prices of 

dwellings rather than a change in their accessibility. 

3.1.1 Quantitative gap ς flats/houses  

 
Graph 35. Dwellings per capita  Graph 36. Dwellings per household 
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Source: Euromonitor 

 

Graphs 35 and 36 show the situation on Polish housing market, the most 

developed markets in the European Union (France, Germany, UK) and a 

comparison  with one of the most dynamic markets ς Spain. Graph 35 

presents the number of dwellings per capita in these selected countries. 

With only 0.31 dwelling per capita Poland is very likely to go on a fast track 

and this figure will increase. In order to achieve the level of development of 

the Spanish housing market the stock of dwellings has to increase by 67%. 

In comparison with UK, France and Germany number of dwellings per 

capita in Poland has to increase by 38-67%. It is a huge gap and it requires 

long term investment. It is clear that housing stock cannot be improved in a 

short period of time. The lag between a starting a housing investment and 

the time it is finished amounts to 2-3 years. Additionally, even if the pace of 

constructing new dwellings is doubled (to around 200 thousand dwellings a 

year) the increase of the number of dwellings in Poland will not exceed 2% 

a year. The situation on the Polish housing market is also worrying because 

for the past 11 years the number of dwellings per capita in Poland has been 

increasing slower than in the developed countries, thus the quantitative 

gap has even widened during this time. 

Since the profile of a household can differ between countries, the housing 

stock per capita should not be treated as a perfect measure of the 

quantitative gap in a given country. Thus, it is essential to check if there is 

such a significant gap in number of dwellings per household. In Poland in 

the past 11 years the number of flats per household decreased by 2 
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percentage points ς from 0.90 to 0.88. This means that in 2006 the number 

of households that can occupy their own dwelling is even smaller than in 

1995. Additionally, the number of dwellings per household that is below 1 

means that there is on average more than one household in one dwelling. 

Such a situation is entirely incomparable with developed countries where 

the number of flats per household amounts to at least one and has been 

increasing for the past years.  

3.2 Qualitative gap ς flats/houses 

 
Graph 37. New dwellings completed  Graph 38. Structure of age of dwellings in Poland in 2002 

(the year of construction). 
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Source: Euromonitor, Central Statistical Office (Poland) 

 
Graph 39. Age structure of dwellings in selected 

countries of the EU in 1991. 

 Graph 40. Average floor area of dwellings ς all and 

newly built *) 
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The qualitative gap stems from differences in the age structure. It also 

results from the average floor area of dwellings and the supply of new flats 

in a country. With respect to the last issue the gap is not likely to narrow in 

the forthcoming years. In Poland the supply of new flats is at the level of 

around 100 thou. a year and it significantly lags behind other European 

markets, so the number of accessible high quality new flats is decreasing. 

Graph 37 shows the number of new dwellings completed in 1995 and 2006 

in selected European markets. If we decide to treat it as one of the 

determinants of the qualitative gap, it can be easily observed that for the 

past 11 years in Poland it has been much below the indicators for selected 

countries. The best example is the Spanish market which is comparable to 

the Polish one in terms of housing needs. Since 2001 in Spain almost 0.5m 

flats per year have been built. It is reflected in the age structure of 

dwellings.  

In Germany the qualitative gap narrowed very quickly thanks to huge 

outlays made in order to adopt the Eastern part of the country to the 

standards of the West. It meant building over 0.5m. flats a year until late 

флΩǎΦ  

From these arguments the following conclusion can be drawn ς if Poland 

wants to reach  the same level of housing stock per capita as in better 

developed EU Member States and thus diminish the qualitative gap, it has 

to undergo a process of constructing around 3-5 million new dwellings in 

about 10 years and maintain the proper standards of the structure of 

dwellings by providing additionally around 200 thousand dwellings each 

year afterwards.  

When the qualitative gap with respect to the average floor area is taken 

into account, there is no significant difference between Poland and other 

countries of the EU. It is easy to notice that Poland lags with respect to the 

average floor area of the entire existing housing stock, but the average floor 

area of newly built housing stock is larger than in countries selected to the 

analysis.  

Poland also does not lag behind the presented countries if the age of the 

housing stock is considered. However this is not always a good measure of 

the qualitative gap as some of the dwellings completed long time ago might 

be adopted and provide better standard than those that are in use for 

shorter time.  

 

3.3 Development of the car market 

After the transition period the market of motor vehicles was one of the 

most underdeveloped sectors of durable goods market in Poland. 

Deregulation of the economy in the early nineties resulted in an outburst of 

huge demand for motor vehicles. Unfortunately the standard of vehicles 
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used in Poland before 1989 and limited financial capabilities of Polish 

households caused that ƛƴ ǘƘŜ флΩǎ the fleet of cars in Poland was not only 

insufficient in number but also old. In order to investigate the future 

development of the car market it is worth examining the quantitative and 

qualitative gaps that exist in Poland now, after 17 years of transition. It 

would be worthwhile to investigate if the gap has partially narrowed and 

how the process of catching up will affect the credit market.  

 

3.3.1 Quantitative gap 

 
Graph 41. Cars per capita  Graph 42. Cars per household  
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Source: Euromonitor 

 

The number of passenger cars per capita and per household is significantly 

different for the Polish economy and for its EU counterparts. Even though 

the process of catching up has lasted about 17 years, there is still a huge 

difference in the saturation of Polish car market in relation to the EU 

countries. The currently observed benchmark (i.e. the average number of 

passenger cars per household in the European Union) is 1.2 passenger cars 

per household. Such number can be observed in United Kingdom, France 

and Germany. The number of cars per household in Spain is a little bit 

above that value ς 1.36. It is connected with the composition of households 

in this country. There are usually more members in each household and due 

to that fact probably more passenger cars are required.  

In Poland the average number of members of household is even larger but 

the average number of cars per household is close to one. It is confirmed by 

the data on the number of passenger cars per capita. In Poland there is 0.33 

car per person while in other selected countries this figure ranges from 0.48 

ς 0.57. It means that the Polish car market needs to improve by at least 

25% in terms of number of cars per household or even by 70% in terms of 

passenger cars per capita. Nevertheless, it should be stressed that the 
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Polish car market is on a very fast track of development.  The gap 

considered from the perspective of both the quantity of cars per household 

and per capita has been narrowing and the Polish market is getting closer to 

the markets in selected countries.    

 

3.3.2 Qualitative gap 

 
Graph 43. Age structure of cars in selected 

countries 

 Graph 44. Spending on car purchase in selected 

countries 

0%

20%

40%

60%

80%

100%

Pol
an

d

Spa
in

U
K

Fra
nc

e

G
er

m
an

y

0-2 2-5 5-10 +10

 

 

0

200

400

600

800

1000

1200

1400

P
ol
an

d

S
pa

in U
K

Fra
nc

e

G
er

m
an

y

1995 2006

 

Source: Euromonitor 

 

The qualitative gap of Polish car market is even more visible than the 

quantitative one. In Poland the percentage of the newest cars (not older 

than 2 years) that adopt the newest technology and safety standard 

account for 7% of the whole car stock, while in the UK the corresponding 

fraction is at the level of over 18%. If the cars older than ten years are 

considered in the UK they account for merely 20% of registered passenger 

cars and in Poland the percentage is 56%. To some extent this is an effect of 

opening of the Polish car market after accession to the European Union in 

2004. According to available data in the period 2004-2007 over 2m cars 

were imported to Poland from other countries.  Those were usually very old 

vehicles that were sold cheaply and became accessible for Polish citizens. 

Currently the situation improves and the average age of imported cars is 

systematically decreasing. Unfortunately, the amount of consumer 

spending per capita on passenger car purchases in Poland is very low in 

comparison to the respective level of spending in developed countries. It is, 

for example about 10-times lower than in the United Kingdom. It might be 

worth noticing that the car market in the United Kingdom is to a large 

extent driven by the credit market. Germans, who are even wealthier than 

Brits and very eager to purchase the most trendy and fashionable vehicles, 

lag behind due to worse terms on their national credit market.     
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3.4 Development of market for durables 

Graph 45. Possession of selected durables 
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Possession of dvd player/recorder Possession of dishwasher 
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Possession of PC Possession of internet enabled computer 
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As for the market for durables, the gap between Poland and other 

European countries exists only with respect to selected goods that are 

present on the market not for a long time. Goods like refrigerator, vacuum 

cleaner, hi-fi or even computer are nowadays very common both on more 
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developed markets like the EU and on the Polish market. Nevertheless, it is 

quite probable that the quality of these products in Polish households in 

comparison to the EU is much lower. However, if we consider relatively new 

goods, the differences with respect to the speed of penetration of certain 

products as well as the connection between them and the credit market 

can be observed. In the case of goods presented on the graphs above (i.e. 

washing machine, video camera, DVD player/recorder, dish washer, PC, 

Internet enabled computer) the gap is still fairly visible. There is still room 

for purchases like DVD player, dishwasher or PC in Poland. An analysis of 

the speed of adopting goods that were not present (or very rare) in 1995 

either in Poland or in other EU countries (DVD player, internet enabled 

computer) shows us the capacity that the market is able to generate. It can 

be observed that an internet enabled computer is present in 2/3 of German 

households but only in less than 1/3 of Polish ones. Also DVD players, which 

were present in 22% of Polish households at the end of 2006, were 

purchased by 72% German ones. 

 

3.5 Trend analysis on the market for durables 

The chapter concerning gaps was developed in order to show the main 

features of the Polish market and possible tendencies that might be present 

on it in the future. With respect to the real estate market one should notice 

that: 

- market for dwellings is very underdeveloped,  

- there is huge quantitative gap, 

- the gap has not been reduced in the past years, 

 

Due to this, one should not be worried about the prospects for mortgages. 

They have very high income elasticity so only the consumers with income 

above certain threshold are able to and really benefit from them. The 

results obtained from preliminary data1 analysis show that probability of 

incurring a mortgage is strictly connected to income. An increase in income 

per capita from 800 PLN to 1.100 PLN results in an increase of probability of 

taking out a mortgage by 100%.2 It might explain the growth in number of 

mortgages in the past years in Poland. Nevertheless, the development of 

mortgages, which is a consequence of growth of demand for dwellings, is 

likely to make the number of dwellings per capita increase but with 

considerable lag. The lag is brought about by a long construction period and 

price hysteresis. The latter  means that after the initial growth the prices of 

                                            
1 The research conducted by the author at Warsaw School of Economics 
2 This results are based on data from Social Diagnosis  
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real estate are not likely to fall rapidly, which is the case for e.g. 

commodities.  

 

Market for cars is also considerably underdeveloped, but it has to be 

mentioned that: 

- the quantitative gap on this market is going to narrow quickly, 

- there is still wide gap with respect to quality of cars in Poland.  

 

The number of passenger cars per capita in Poland in 1995 was around 45% 

lower than in the countries selected for the analysis. In the next 11 years 12 

percentage points of this gap have been eliminated. Now the gap accounts 

for about 33% of the number of passenger cars per capita in selected 

countries. The qualitative gap is still huge. However there is no data to 

confront changes in the relative qualitative gap, its existence will very likely 

speed up the development of car market. 

 

The credit market with respect to financing purchases of other durables is 

not as strictly connected with the incomes of individuals due to two effects. 

On the one hand more wealthy people buy more durables - that is why they 

potentially need more credit for such goods. On the other hand, their 

demand for credit to finance small durables is reduced as it is much easier 

to make such purchases with cash. Although the development of credit 

market can be a result of development of durables, it has to be noticed that 

it is generally connected with the pace of adoption of certain (not all) 

durables. From time to time there is a new product introduced to the 

durable goods market and it is usually rather expensive. It is thus very 

common that its purchase is made using credit. In this category one could 

place: plasma TV, internet enabled computer, DVD player/recorder, 

dishwasher, etc. Nevertheless these goods are purchased at different pace 

on various markets. The average speed of purchases can be measured with 

the value of parameter x of logistic function: 

    

The value of this parameter and the development of the credit for 

households is presented on the following graph: 
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Graph 46. Adoption of durables (horizontal axis) and the development of credit market (vertical axis) 
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Source: Own calculations based on Euromonitor and Central Banks data 

 

As presented on Graph 46 the development of credit market is strictly 

connected with the pace of adoption of durables. Most developed credit 

markets like Denmark, the Netherlands and United Kingdom also have the 

fastest pace of adoption of durables, which means that accessibility of 

credit enables the consumption of durables. The causality might also be the 

reverse, so that a faster pace of adoption of durables speeds up the growth 

of the credit market.    

 

In order to sum up, the findings from this chapter are the following: 

- mortgages will be the driving force of the credit market,  

- growth of incomes by around 100% should bring about the move 
in demand for mortgages by around 300-400% 

- Poland manages to quickly narrow the quantitative gap on the 
car market and it increases the pace of growth of consumer 
loans, 

- durable goods market is strictly connected to the development 
of credit market, which means that they interact, 

- the more accessible the durables are on the Polish market, the 
more developed the credit market is going to be and vice versa. 
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4. DEMAND FOR CREDIT AND CREDIT CONSTRAINTS 

tƛƻǘǊ .ƛŀƱƻǿƻƭǎƪƛ 

 

It can be assumed that in each society there is a considerable group of its 

members that is subject to exclusion from credit market. This assumption is 

justified by results obtained by Jappelli and Pagano (1989). They showed 

that in countries like Italy or Spain between 1961 to 1985 over 50% of all 

households did not behave according to the life cycle permanent income 

hypothesis (LC-PIH) and did not smooth their consumption in the life cycle, 

so they did not participate in credit market to the extent that would be 

justified by the LC-PIH.  

Taking into regard the aforementioned arguments, in this chapter we 

intend to answer the question, if age and income are the factors that 

determine the activity of households on the credit market. If so, we are 

going to point out which groups of potential credit market users are prone 

to be excluded from it. It is expected that not all households bearing the 

same properties (income, age of householdΩs head, place of living, etc.) 

should behave in the same way on the credit market. Households might 

differ with respect to the level of risk aversion and might choose the 

consumption level that in each period is equal to their income during the 

whole life cycle. So, in this chapter we are going to divide households into 

three different groups with respect to their status on the market, namely:  

- excluded from credit market,  

- not willing to benefit from credit market in its current form as 

they do not have such a need although their position on the 

market suggests that they should be interested in participation 

in it, 

- consumers that have attributes that make them not very likely 

to participate in credit market. 

 

At first the clear definition of credit constraints should be presented. 

According to strong definition of credit constraint, credit constrained 

households are the ones that cannot borrow against their future incomes at 

any rate of interest. According to weak definition of credit constraints, 

credit constrained households are those for which the interest rate of 

deposit is different than this for credit. In regular circumstances almost all 

households are weakly credit constrained as the existence of financial 

intermediaries results in difference between the deposit and credit interest 

rate . It will not be easy to distinguish between households that are unable 

and simply not willing to participate in the credit market. To accomplish this 

aim the following strategy will be employed.  
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At first we try to evaluate the fraction of households excluded from the 

PolisƘ ŎǊŜŘƛǘ ƳŀǊƪŜǘΦ Lǘ ǿƛƭƭ ōŜ ōŀǎŜŘ ƻƴ άƘŀǊŘέ Řŀǘŀ ŦǊƻƳ ƘƻǳǎŜƘƻƭŘǎΩ 

budget survey conducted on a regular basis by Central Statistical Office 

(CSO) in Poland. This will allow us to determine the threshold of income 

that allows for granting a loan and on this basis the potential participation 

in credit market and the number of excluded from the credit market will be 

calculated in time. 

In the next step the level of exclusion will be determined. However, it will 

be obtained directly from households that have suffered from exclusion for 

the past five years or did not enter the credit market due to fear of 

rejection. The necessary computations will be based on data from a survey 

carried out in October 2007 by Research Institute of Economic 

Development (RIED) and Conference of Financial Companies in Poland 

(KPF).  

Then, we will discuss the problem of subjective perception of credit 

constraints. To better visualize the situation international comparisons will 

be presented. Data used will be taken from the European Social Survey 

(ESS) that has been carried out on regular basis and has included a question 

concerning borrowing money in the case of financial difficulties. In our 

opinion this data shows credit constraints that result from subjective 

perception of the situatƛƻƴ ƻŦ ŀ ǊŜǎǇƻƴŘŜƴǘΩǎ ƘƻǳǎŜƘƻƭŘ ƻƴ ǘƘŜ ŎǊŜŘƛǘ 

market rather than from the actual rejection of respondents (and their 

households) from it. The results obtained can be perceived as an 

approximation of probability that selected household would be credit 

constrained in the case of entering the credit market.  

Finally, we outline the profile of an average household present on the credit 

market and according to this profile we show which households really 

entered the credit market.  

To sum up, a three step analysis of exclusion is conducted. The sets of data 

from CSO and RIED surveys provide us with the percentage of excluded 

households that cannot benefit from credit market, either due to 

insufficient incomes or due to rejection. Then, using the ESS data, the 

number of respondents that feel liquidity constrained is showed (it can be 

assumed that this group includes both rejected and those who feel that 

they would have problems with entering the credit market but did not try). 

Finally, based on the profile of a household on credit market, the 

characteristics of those households that really participate in the market are 

indicated.      

 

4.1 Credit constraints ς theoretical and sociological background  

In order to allocate financial assets properly the financial system requires 

full information. In such a system households would not be liquidity 
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constrained. In reality no financial institution has perfect information about 

consumers and their financial situation. But financial institutions are not 

fully transparent either. Due to this, limitations both on the demand and 

supply side occur. In order to overcome this problem and achieve better 

resource allocation it would be necessary to: 

1. better assess the financial situation of households,  

2. predict the future financial state of households with higher precision,  

3. behave according to the rules governing the allocation of consumption in the 
life cycle, 

4. work out greater trust for financial institutions in the society.  

 

Basic problems existing on the credit demand side comprise:  

- adverse selection,  

- free rider effect. 

The first one is connected with improper behavior of consumers. Having the 

profile of a representative household in the economy, banks could apply 

the scoring procedures suited for that profile. Unfortunately, households 

that would like to benefit from credit market are usually not as good as 

their positioning in the profile suggest. Therefore households that want to 

enter the credit market will more often fail to repay their debts than the 

average household of a given profile would. The second issue is connected 

with the so called free rider problem. There is a group of households that 

would like to benefit from the credit market although they initially know 

that they will not be able to repay their debt. Tƻ ǎŀȅ ƳƻǊŜΣ ǘƘŜȅ ǿƻƴΩǘ ŜǾŜƴ 

try to repay it as they think that they will be able to avoid their duties.  

These two problems justify the existence and the vital role of financial 

institutions in the process of exchanging financial resources. This is also the 

reason why we are not exchanging free financial resources on the Internet 

and why credit constraints in their two forms (strong and weak) exist and 

are justified.  

To make the whole picture clear, the explanation for lack of participation of 

some consumers in the credit market ς despite such participation would be 

justified by their financial position and their prospective incomes in the 

following years - is needed. At first, it must  be stated that the group of such 

respondents should not be called ΨexcludedΩΦ Lǘ ƛǎ ōŜǘǘŜǊ ǘƻ Ŏŀƭƭ ǘƘŜƳ Ψƴƻǘ 

ǇŀǊǘƛŎƛǇŀǘƛƴƎΩΦ Lƴ ǘƘŜ ǎǳōǎŜǉǳŜƴǘ ǇŀǊǘ ƻŦ ǘƘƛǎ ŎƘŀǇǘŜǊ ǘƘŜ ŜȄƛǎǘŜƴŎŜ ŀƴŘ 

range of this group will be investigated. 

 

It is not only the case of ŀ ƘƻǳǎŜƘƻƭŘΩǎ income and its current situation on 

the labor market that affects the accessibility to credit. To some extent the 

behavior of households is determined by their attitude towards financial 

institutions. It is expected that the greater the trust to financial institutions, 

the more likely the presence of households in the credit market is. To verify 
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this assumption, data from three last rounds of Social Diagnosis ς Objective 

and subjective Quality of Life in Poland (2003, 2005, 2007), were used. 

As can be seen on the Graph 47 the situation evolves quite rapidly and in 

the past 2-4 years trust to financial institutions has improved significantly.  

 

Graph 47. Trust towards banks and investment funds (% of 

those who trust). 

 
Source: Social Diagnosis 2007  

 

One can observe that the trust to banks and investment funds regularly 

increases. In 2007 53% of Poles trusted in banks and 12.8% in investment 

funds. Nevertheless, it is a very low level of trust as it indicates that almost 

50% of Poles either do not trust financial institutions or have no opinion on 

this issue. Due to this they are not very likely to enter the credit market 

even in the case of financial difficulties.  

To sum up, barriers on the credit market can be a result of credit 

constraints (exclusion) that are likely to occur with respect to the supply 

side of the market ς banks, financial intermediaries ς and barriers on the 

demand side, which are likely to be connected with lack of trust of potential 

consumers towards financial institutions.     

 

4.2 Credit constraints based on Households Budget Survey  

Budgets of households provide a large set of information that can be 

explored and implemented into the measurement of credit constraints in 

Poland. At first the budget survey enables us to determine the incomes of 

Poles in the past years. It is possible not only to assess the level of incomes 

but also to provide exact information about the income distribution. 

Secondly, knowing the social minima required to carry out everyday 
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activities one can determine the amount of money that is left for other 

activities and can be used as a source of funds for repaying credit.  

It is worth explaining why it is the social minima that should be an 

approximation of the possible activity on the credit market. It can be 

assumed that using credit households purchase goods that are not included 

in social minima, i.e. they should not be granted a credit if they are not able 

to cover their expenses at the level of social minima. If they are granted 

such a credit, in the next period they will not have enough resources (as 

they will have to pay interest) and will have to live below social minima 

which as a result can lead to increased number of faults concerning 

repayment.   

That is why, on the basis of income distribution and assumed Social Minima 

calculated by the Institute for Work and Social Issues the number of 

excluded from the credit market can be assessed. It is assumed that a 

member of the society is excluded from the credit market if he or she does 

not have sufficient income to cover the interest resulting from any kind of a 

loan. Therefore, if his/her income is below the level of social minima it is 

assumed that he/she will not have resources to cover the interest. 

 

The incomes of Polish households grew systematically over the past 10 

years.3 The graphs below shows the householdsΩ income distribution in 

years 2000 and 2007.   

    

Graph 48. Income distribution in 2000.  Graph 49. Income distribution in 2007. 

  

Source: CSO Survey of Polish households, RIED, own calculations 

 

There was a rapid increase in the level of incomes in Polish economy in the 

past years. The most spectacular growth was observed among the 

households with incomes above 3.000 PLN (a month per person). The 

percentage of such households in 2000 was hard to trace and was below 

0.5%. By 2007 the share of such households has reached 5%. It can also be 

                                            
3 Data from years 2000-2004 are from the households survey conducted by Central Statistical Office. Data for years 2005 ς 2007 was 
imputed on the basis of The State of the Households Survey conducted by the Research Institute of Economic Development. 
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observed that incomes in the year 2000 were more concentrated and the 

diversification of incomes measured with GINI coefficient was at the level of 

0.3. In 2007 the value of GINI coefficient is more likely to be at the level of 

0.34, which suggest that incomes are more diversified. It is generally a 

characteristic that stimulates the growth of credit market as households 

from higher income groups are more active on that market. Finally, the 

incomes of households went up by over 50% in the past 7 years. The 

average income in 2000 reached 700 PLN per capita per month, while in 

2007 it amounts to 1200 PLN per capita per month. This tendency has 

strong implications on the credit market. To show it better, both the 

average value of surplus above the social minima and the value of regular 

monthly installment from credit were calculated.      

 
Graph 50. Average surplus (above the social minima) per capita in Poland 

between 2000 and 2007  

 

Source: Own calculations  

 
 

An impressive growth concerning an ability to service debt was observed in 

years 2005 ς 2007. It confirms that the credit boom observed in that period 

did not happen accidentally but was strictly connected with credit abilities 

of Polish households. The average installment that the average person is 

able to pay monthly reached 500 PLN in 2007, which corresponds to the 

total value of credit at the level of over 3 trillion PLN (20-year mortgage at 

5% p.a.) or almost 400 billion PLN (2-year consumer credit at 15% p.a.). The 

numbers are impressive and might reflect the long term tendency of the 

credit market. However, to be in line with the aim of this chapter, even  

more important is the number of the excluded. The fraction of such persons 

is strictly connected with the number of those who face liquidity constraints 

in their strong form. The data is presented on the following graph. 
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Graph 51. Percentage of Poles that have incomes below the Social Minima 

between 2000 and 2007  

 

Source: Own calculations  

 
According to householdsΩ budgets since 2005 there has been a sharp 

decrease in the number of excluded from the credit market. The 

percentage of those who are constrained fell very significantly in the past 

years and reached the level of merely 37% in the current year. Earlier it was 

at the level of 60% or even more. The results are a consequence of tƻƭŜǎΩ 

increasing incomes. In the past year the average salary increased by over 

9%. It might be added that households incomes are also connected with the 

level of   

- unemployment ς as the growth of salaries is strictly connected 

to the fund devoted to salaries, 

- profits of companies ς companies share their increasing profit 

with shareholders and thus the incomes of households rise,  

- incomes from work abroad ς those who emigrated to the UK or 

other countries send part of their incomes back to Poland 

boosting domestic demand. 

 

Summing up, on the basis of householdsΩ budget survey the percentage of 

excluded fell to the level of 37%. That is why it can be stated that taking 

into account the incomes of Poles only 37% should encounter problems 

obtaining credit. Nevertheless, the number that actually had problems 

should be smaller and will be investigated in the following subsection.  
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4.3 Reported exclusion on the basis of number of rejected and 

discouraged households 

 

The object of a survey conducted in October 2007 by Research Institute of 

Economic Development and the Conference of Financial Companies was to 

measure exclusion from the credit market. There was a set of three 

questions that should indicate the number of households excluded from 

credit market but also those who were discouraged from being present on 

the market. The set included the following questions: 

1. In the past 5 years, has a particular lender or creditor turned 

down any request you or your spouse / partner made for credit, 

or not given you as much credit as you applied for? (Q1) 

2. Were you able to obtain the full amount you or your spouse / 

partner requested by reapplying to the same institution or by 

applying elsewhere? (Q2) 

3. Was there any time in the past five years that you or your 

spouse / partner thought of applying for credit at a particular 

place, but changed your mind because you thought you might be 

turned down? (Q3) 

This set was about to establish the level of exclusion from the credit market 

of Polish households. The general results can be presented on the following 

graph: 

 
Graph 52. Percentage of yes with respect to the following questions.   

 Source: KPF-IRG  

 

According to the data 11.9% of all household faced the problem of rejection 

from the credit market. Nevertheless 27% of them managed to obtain the 

credit when reapplying. It is very crucial finding, because it indicates that 

the data obtained and calculated in point 3.2 reflect reality. In the past 5 


