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Abstract: The problem undertaken in this article is to redtize dynamics of the
financial market in Poland in the period of crisiEhe aim of this paper is to ana-
lyze the pace of the market development, takimgaotount the changes that have
taken place in the insurance market. Research geravers the years of prosperi-
ty and the recession.

Introduction
The topic of this paper is the financial marketpexsally the insurance

market and the problem of decreased economic grimwitie time of crisis.
There are some financial institutions in Poland fhaction in such sectors
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as banking, financial market, insurance market padsion market It
could be stated that these financial institutions ia a symbiotic (both
obligatory and facultative) relationship. In cageaccrisis, every sector of
the market is sensitive to change — both the oredenby the clients of
these institutions and made by the institutionsndelves. Despite the fact
that each institution contributes to the markea idifferent way and holds
a different percentage share d&f #ach of them serves a role which is in-
valuable to the existence of the market. One ofstetors that will be fur-
ther analyzed is the insurance market, which pessidoth financial and
life insurance, ensuring a social and economicricalaespecially in the
time of crisis. The purpose of this paper is talgre the development of
the financial market — with the special attenti@dpto the insurance mar-
ket — both in time of growth and decline. This Igedl be accomplished
through the analysis of the number of institutiogigresenting the financial
market and the value of the assets held by the#feeenThe analysis of the
insurance market and gross premiums written willchaied out. It will
also show a comparative analysis of the data basé¢lde numbers from the
time of economic growth and economic decline.

Methodology of the research

The study used a comparative analytical methodtlamdnethod of reason-
ing by analogy. We have compared the size of theniial market from
the period of economic prosperity to the size & period of crisis. The
same applies to the insurance market, where tteerdéen a detailed com-
parative analysis of the various classes of Divdiand Il. The study used
official statistics.

Financial system assets to GDP in Poland
and other European countries

To analyze the state of the Polish financial systeterms of active assets,
a comparison between the amount of assets and Gid3Pmade. While
making a comparison between the Polish financistesy and the financial
systems of the Czech Republic, Hungary and othep Ewea member

! More recently, the market has officially presenpagment services market - the Act of
19 August 2011 on payment services (Journal of Usdw4 99, item 1175).

2 |t is both a proportion of the number of instituts in the financial market institutions
and the total share in the assets.
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states, a very low level of intermediately finamrimas observed in Poland.
A major discrepancy between Poland and other Etga Member States
was observed. Poland was also quite low in compansith the Czech

Republic and Hungary. Despite the fact that thisasion will become bet-

ter in time (in 2004 this participation was at P8.@nd in 2011 it was at
118.5%, showing a 39.9% growth), we are still bdhather Euro area
member states, where this participation was at7365in 2004 and at

497.0% in 2011.

Coming back to the topic of this paper — a compagaanalysis of
aforementioned correspondence has been carrietb altow the changes
in times of prosperity and economic decfinen the first period (2004-
2008) in every case a growth could be observedaAas Poland is con-
cerned, in 2008 a growth of 31.9 percentage paiotsd be observed in
comparison with 2004. In the Czech Republic theasibn was a bit worse,
as growth was at 20.8 percentage points . Hungasyiva better situation,
as their growth was at 54 percentage points. Thabme states of the Euro
area were first, with a growth of 97.4 percentagits.

Table 1.Financial system assets to GDP in selected cosmifi€entral and East-
ern Europe and in the euro area in the period ZW4- (in %)

Country Year
2004 2005 2006 2007 2008 200 2010 2011
Poland 78,6 85,0 96,5 | 104,0| 110,5| 1112 117, 1185
Czech 1193 | 126,7| 1256 1342 1401 1425 1412 1475
Republic
Hungary 100,0 | 110,9] 101, 1135 1540 1696  165,348,11
Euro area* 3657 | 3984 | 416,4| 4358 463,10 4850 298, 497,0

* Data for : 2008 — 15 countries, 2009-2010 — 16ntoes, 2011 — 17 countries.

Source: NBP (2012, p. 8.; p. 13).

In the second period observed (2008-2011), whenyroaantries suf-
fered a decline in growth rate, a lower rate awgh in comparison with
GDP could also be observed. In the Polish finarsyiatem, if we take 2008
as the base year, a growth of only 8 percentagetgpoould be observed.
This is a radical change in comparison with thdiegperiod. The financial
system of the Czech Republic also noted a dedlinghe growth slowed
down to 7.4 percentage points. Hungary, after suokmarkable period of

3 In each country in the studied years, economisvtircstood at different levels, but
a question of time before the crisis, and whetaitts, because it affected the functioning of
all the European economies.
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growth, suffered a decline in the value of assél® relation to GDP, it
dropped by 5.9 percentage points. A decline in Eoueo area Member
States was inevitable, and they recorded a 33 &ptxge points drop in
comparison with the earlier period.

These results have been achieved by entities camgptie banking, in-
surance and financial market sectors. Still, asbrmnshow, the banking
sector in some countries was not suited for théisteademand of the
economy (IMF, 2012, pp. 150-152).

Assets of financial institutions in Poland

The financial market in Poland is supervised by #iaancial Supervision
Commission. The financial market consists of th#owing segments:
banking sector, financial market, insurance marketnsion market and
payment services market (compare Sokotowska, 20R397-98). There
are institutions that satisfy the needs of thestos& In general, the thing
that these entities have in common is gathering$dor specific purposes.
Banks accumulate funds in order to give the cotpmra access to their
assets to stimulate growth. On the financial mari@hinees and invest-
ment funds accumulate assets that are in invespassession. Insurance
companies offer products that are used for investsn€Division 1) and
products that are static (Division Il) — but thdlpeate the funds accumu-
lated from premiums.

A preliminary analysis of this market allows usdimw the conclusion
that because of the institutions constituting thizrket the Polish economy
experiences an inflow of investment funds. There @any factors that
influence economic growth, but the main ones abs @nd capital (Samu-
elson & Nordhaus, 1998, p. 365).

From the economic growth point of view, the infrasture of the finan-
cial system is important. The infrastructure of fimancial system is com-
posed of financial institutions and their subsiigigy i.e. products and the
channels of distribution. In Table 2 the data comicgy the number of
aforementioned institutions are presented. Thedsggumber of institu-
tions can be found in the cooperative banks s€&ib4 entities in 2011),
but a high number of institutions in a sector deesmean a high value of
assets — which will be shown later on. Second piat¢be number of enti-
ties takes the commercial banks sector (66 entiti€2011). Next come:
nominees — 65, insurance companies — 61, coopersdivings and credit
banks — 59, investment companies — 50, pensiatsfurii4 and affiliation
banks — 2.
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Table 2.Number of financial institutions in Poland betwez}94 and 2011

Entities Year
2004 2005 2006 2007 2008 2009 201p 2011

Commercial
banks 54 58 60 61 67 64 67 66
Affiliated 3 3 3 3 3 3 3 2
banks
Cooperative | gqq 588 584 581 579 576 576| 574
banks
Cooperative
savings and 83 76 70 67 62 62 59 59
credit banks
Insurance
companies 69 68 65 67 66 65 63 61
Investment
funds 20 23 26 33 39 43 50 50
pension 15 15 15 15 14 14 14 14
funds
Nominees 40 42 47 53 58 59 64 6b

Source: NBP (2012, p. 11. 14).

When comparing both periods (the period of growtd the period of
decline) some changes took place, but they wereasabbvious as one
could think. In the first period, a decline in thember of institutions was
noted — co-operative credit and savings banks (-2&dperative banks
(-17), insurance companies (-3).

An increase in the number of some institutions whserved. There
were more investment funds (19), nominees (18)canamercial banks. As
for the number of bank affiliations, the number aémed the same.

In the time of economic decline a rise in the nunddenvestment funds
(by 11) was observed, alongside with the numberoafinees (by 7) rising.
A decrease in the number of cooperative banks asurance companies
(by 5) was observed, together with the decreaskeimumber of commer-
cial and affiliate banks (by 1). The number of pensunds did not change.
It is important to note that the decrease in thelmers of institutions does
not indicate that they have declared bankruptcy,that they might have
been assimilated or taken over by other entities.

Table 3 presents the data concerning assets ofciaainstitutions in
Poland in the years 2004 — 2011. As mentioned betbe number of insti-
tutions does not necessarily correlate with theealf assets.
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Table 3. Assets of financial institutions in Poland betwe&f®4 and 2011 (in bil-
lions of zlotys)

Entities Year

2004 | 2005 2006 2007 2004 200Pp 2010 20111
Commerciall joq 7| 5393 6240 7271] 9632 977p 106b1 11883
banks
Cooperative
and affilia- | 388 | 47,1| 57,8 65,7 75,9 824 96,4 106[1
ted banks
Cooperative
savings and| 42 | 53 6,0 73 9.4 11,6 14,1 15,2
credit banks
Insurance | ;o | g96| 1086| 1269 1379 1390 1452 1461
companies
Investment | 5o | g16| 902 | 1345 760 9571 12041 1149
funds
Openpen- | o 6| g61| 1166| 1400 1383 1786  221]3 2247
sion funds
Nominees | 55 | 69 | 108 118 8.6 9.9 9.2 10.1
Total 7263 | 8359] 1023d 12138 14093 14944 164608054

Source: NBP (2012, p. 11).

In this paper a percentage analysis of changdsimtarket share of as-
sets in time of prosperity and time of crisis wagried out. In both periods
a growth in the financial market was observed.He tormer period the
value of assets grew by 94.04%, and in the lage2811%.

In the time of prosperity the growth was as followanks — 92.76%,
cooperative and affiliated banks — 95.62%, cooperatavings and credit
banks — 123.81%, insurance companies — 77.02%stimeat funds —
102.13%, open pension funds — 120.93% and nomin&6s36%.

In the second period the following growths wereorded : banks —
23.37%, cooperative and affiliated banks — 39.78®@perative savings
and credit banks — 61.70%, insurance companies95%g. investment
funds — 51.18%, open pension funds — 62.47% andmeas — 17.44%.

In the years 2004 — 2011 no noticeable change coal@ been ob-
served as far as the shares of the financial madgats are concerned. This
is shown in Figure 1 — the biggest share belongetthi¢ banks (74.14%),
followed by insurance companies (10.73%), pensiomd$ (8.62%), in-
vestment funds (5.18%), nominees (0.76%) and catipersavings and
credit banks (0.58%).
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Figure 1. Participation of each of financial institutions time assets of the Polish
financial system in 2004

Insurance Cooperative
company 10,73% savings and
pany ’ credit banks
Investment fund

0,58%
5,18%

Pension fund
8,62%

Nominees 0,76%

Banks 74,14%

Source: Data from Table 3.

In 2011 the biggest share was again owned by thlesb@1.70%), fol-
lowed by pension funds (12.45%), as this instruneobligatory. Next up
are insurance companies (8.02%), investment fud®6%), cooperative
savings and credit banks (0.84%) and nominees%®).pBigure 2).

Figure 2. Financial institutions™ participation in the assetsned by the Polish
financial system in 2011

Cooperative

Insurance savings and

Investment company 8,02% credit banks
funds 6,36% 0,84%

0,
0,56% Banks 71,70%

Source: Data from Table 3.
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Signification of the insurance market in the economy

Despite the fact that the value of assets owneddwyrance companies was
low in the analyzed period in comparison to theetssswned by banks, this
segment provides clients with security and stahilivhile encouraging

economic growth. 'The degree to which the develgprogéinsurance mar-

ket influences the economic development of a cgudépends on many
factors : the financial system, legal system, ratgrowth and even partic-
ipation of culture minorities in the life of a camn level of education and

many other aspects of life." (Bednarczyk, 20112%9). The issue of co-

dependence between the development of the insuraadest was not been
inspected until late. Table 4 contains some datecerning correlation

between the development of insurance market andoadic development

for years 2000-2010.

Table 4. Overview of selected empirical studies on the retesthip between insur-
ance development and economic growth in 2000-2010

The Year of Rese- rese- The depen- Expla- The test
author or publica- arch arch dent ined method
authors tion area period variable variable
Ward, 2000 9 OECD | 1961- real total Real Vector auto-
Zurbru- countries | 1996 insurance GDP, real | regressive
egg premium, real| gross VAR model,
GDP premium | Granger
causality test
Webb, 2002 55 1980- insurance GDP, Solow model
Grace, coun- 1996 penetration GDPper for the esti-
Skipper tries, rate, bank capita mation of the
including loans parameters
17 EU for estab-
lished
productivity
Kugler, 2005 Great 1966- disaggregat- | real GDP Johansen
Ofoghi Britain 2003 ed premiums cointegration
for different test, Granger
groups of causality test
non-life
insurance
Arena 2006 56 1976- Penetration Real GDP | * GMM
countries | 2004 rate of life per capita | models and
insurance and dynamic
property panel data
insurance
Haiss 2006 29 1992- annual gross | GDP per | KMNK **
Sumegi European| 2004 written person for panel data
countries premium employed | Granger
causality test
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Table 4 Continued

The au- Year of rese- The de- Expla-

] Research : The test
thor or publica- area arch pendent ined method
authors tion period variable variable

Haiss 2008 29 Euro- | 1992- investment | real GDP | modified
Sumegi pean 2005 and insu- GDP per | Cobb-
countries rance person Douglass
premium employed | function
Curak 2009 10 coun- | 1992- insurance | GDPper KMNK and
Lon¢ tries in 2007 penetration | capita generalized
Poposki transition, OLS for
the new panel data
EU mem-
bers
Njegomir, 2010 Countries | 2004- Total gross | real GDP | KMNK for
Stoji¢ of the 2008 written per capita | panel data
former premiums,
Yugosla- technical
via provisions
Han, Li, 2010 77 coun- | 1994- insurance | real GDP | GMM for
Moshirian, tries 2005 density rate| per capita | panel data
Tian
Ortynski 2010 Poland 1994- | Real gross | real GDP UMNK***
2008 written
premium in
total and
broken
down into
sections
Bednar- 2012 Poland 1995- | Total real GDP | KMNK,
czyk 2009 insurance | per capita | vector auto-
density rate regressive
for individ- VAR models,
ual depart- Johannes
ments and cointegration
insurance test, Granger
causality test

* Generalized method of moments ** Classical metlvddeast squares *** Generalized
least squares method

Source: Bednarczyk (2011, p. 27).

The insurance market functions — most of all — gsoactive counter-
measure. It protects against possible negativeecpremces of unforeseen
events. The second function of the insurance maskatfinancial function
— it provides funds for the economy: ‘Insurancdmeafluences the econ-
omy by providing protection and accumulating fundlerough providing
companies with protection against unforeseen caatidins it improves
the financial situation of a company, stimulatesrgnic growth and en-
courages investments, innovations and makes tlaadial more dynamic
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and competitive. Thanks to insurance companiesegsier to foresee pos-
sible losses and the economic risk goes down' (&edgk 2011, p. 29).

Insurance companies offer a wide variety of proslscitable for differ-
ent economic entities. They protect against eleatetdmage, unforeseen
death, disability or loss of assets. 'We can expegtpanies to make more
use of financial insurance' (Wicka, 2012, p. 158)nd this as a risk man-
agement tool. Financial insurance gains importaca financial risk man-
agement tool.

Analysis of gross written premiums collected
by insurance in Division I

Based on the data in Table 5 concerning Divisian hnalysis of shares of
gross premiums written each year and for two per{@)08 in comparison
with 2004 and 2011 in comparison with 2008) wagiedrout, with the
inclusion of 5 classes.

Each year a growth in gross premiums written wasdbetween 2005
and 2008 (20.53% for 2005, 38.37% for 2006, 21.0@% 2007 and
52.96% for 2008). In 2009 life insurance market fie¢ impact of the crisis
as far as gross premiums written is concerned, 28.40% decline was
observed. In 2010 a 3.75% growth was noted, foltbbwe a 1.45% growth
in 2011.

In the time of prosperity (2004 — 2008) a 208.69%ngh of gross pre-
miums written was observed, and in the second geridecline of 18.32%
could be noted. Gross premiums written analysisaah group revealed as
follows:

— In group 1 (life insurance) a 361.43% growth waseoted in the time
of prosperity, followed by a 40.67% decline in tmee of crisis.

— In group 2 (marriage insurance, birth insuranc&.92% decline was
observed in the time of prosperity, followed byusttier 8.56% decline
in the time of crisis.;

— In group 3 (life insurance associated with capitaids) growths of
56.72% and 63.89% were observed in both periods;

— In group 4 (pension scheme) growths of 151,66% 2®@9% were
observed in both periods;

— In group 5 (sickness and accident insurance) ifitbieperiod a growth
of 78.86% was observed, followed by a lower growftB.88%.
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The analysis of these two periods shows which gg@rp most suscep-
tible to changes in economic situation. Which grbepefits from the time
of prosperity and which is mostly influenced by tesis. It can be stated
that in the former period benefited group 1 and ¢naup 3 experienced the
biggest growth in the latter period. For group Zhbperiods were not fa-
vorable, but it has experienced a smaller decriadee time of economic
decline.

Group 3 should be further analyzed. Financial tesatcomplished by
the insurance companies for the clients dependeriimancial market, as
these companies invest their assets on this mabespite the economic
decline the society is still eager to secure itarkl This could be justified
by the changes in OFE made by the legislator arsihgathe retirement
age. The product offered in this group is a reteetrfund that can be uti-
lized after reaching the age of 55.

Figures 3 and 4 represent the share of gross pmesniuitten for Class
I insurance in 2004 and 2011. In 2004 class 1 fimekplace with 48.75%,
followed by class 3 (31.81%), class 5 (18.08%)s<la (1.16%) and class 4
(0.19%). Over the next 7 years the shares changgether with the
changes in economy.

Figure 3. Gross premiums written participation of classes posmg Division |
insurance in 2004

Class 5 18,08%

Class 4 0,19%

Class 1 48,75%

Class 3 31,819

Class 2 1,16%

Source: Data from Table 5.
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In 2011 the participation in shares of gross premsiwritten changed.
The most noticeable growth was observed in cla&2Db4%, i.e. a growth
of 4.19 percentage points in comparison to 200ls<C3 was second, with
32.41% (a growth of 0.06 percentage points in comspa to 2004) and
class 5 being third (13.96% with a decrease of 4d&entage points).
Class 2 declined by 0.78 percentage points (0.3&8d)class 4 recorded
a growth of 0.12 percentage points (0.31%).

Figure 4. Participation of each of Division | groups in grgsemiums written
collected through life insurance in Poland in 2011

Class 5 13,96%

Class 4 0,31%

Class 1 52,94%

Class 3 32,419

Class 2 0,38%

Source: Data from Table 5.

Analysis of gross premiums written collected by Division II

Based on the data concerning gross premiums wiiteDivision Il insur-
ance (Table 6) a comparative analysis of the tifmgrasperity and time of
the crisis was carried out. Even the preliminarglgsis allows drawing
a conclusion that GPR rose each year, as oppos&edtion I. In 2005
a 5.29% rise was observed and in following yeaestémdency remained
unchanged (2006 — 4.70%% rise, 2007 — 10.73%, 2008.66%, 2009
— 3.84%, 2010 — 7.86%, 2011 — 11.53%).
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In the first period gross premiums written rose36y30% and in the se-
cond period it grew by 24.92%. When comparing thasa with data for
Division I, a small change can be observed — wiitbws that insurance
companies have collected lower amount of premiums.

A comparison of two periods was made, with theusidn of changes
that took place in each of 18 classes. For thequerpf this analysis, these
classes have been categorized in groups:

— Other insurance (classes 1 and 2);

a) In class 1 (accident) recorded growths of 82,75%107%;

b) In class 2 (sickness) grew by 103.94%, and indber Iperiod it grew

by 48.33%;

— Property (grup 8 and 9);

a) In class 8 (fire and natural forgda the time of prosperity a growth
of 12.32% was observed and in the time of declingrawth of
49.73% was observed;

b) In class 9 (other damage and property loss) in petfods a growth
was observed — 34.37% in the first period and 88.% the second;

— Casco insurance of land vehicles (class 3) — Tlasscobserved
a growth of 17.64% and 1069%.

— Part liability insurance of owners of motor vehglgelass 10) — Civil
responsibility insurance of all sorts — a growttaf79% was observed
in the first period, followed by a 22.68% growthtive second period.

— Transport (classes 4, 5, 6, 7, 11, 12):

a) In class 4 (casco insurance of railway rollingckjo- a growth of
313.47%, followed by a growth of 185.09%;

b) In class 5 (casco insurance of aircraft) — a 9.898tvth, followed
by a 76.62% growth;

c) In class 6 (vessels in sea and inland navigatiom)21.79% growth
followed by a 5.31% decline in the time of crisis;

d) In class 7 (goods-in-transit) — a decline of 6.32%the time of
prosperity and decline of 4.94% in the time of exroit decline;

e) In class 11 (aircraft liability arising out of tip@ssession of aircraft)
— growth of 5.96%, was followed by a growth of 5626;

f) In class 12 (liability for ships in sea and inlamalvigation) — a drop
of 20.06% in the time of prosperity and a growth2@t37% was
observed in the time of crisis.

— General Third Party Insurance (class 13) — (gémefality insurance).
In this case a growth of 56.17% was observed infitise period and
a growth of 47.91% in the second period.
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— Financial (class 14, 15, 16):

a) In class 14 (credit insurance) — a growth of 88.68286 observed in
the time of economic prosperity and a growth of72% in the time
of crisis.

b) In class 15 (suretyship) — 78.25% growth in thestfiperiod and
40.87% growth in the second period.

¢) In class 16 (various financial risks) — 106.599% 40.50% growths
were noted in both periods.

— Other (class 17, 18).

a) In class 17 (legal protection) — growths of 67%xdnd 130.83%.

b) In class 18 (assistance) — growths of 121.02% 28&2%.

In class Il crisis was beneficial for some classésand 9 (property) and
5, 11 and 12 (transport). Only class 6 recordaxba in the time of crisis, as
growth was significantly lower than in the timeprbsperity.

Figure 5 and 6 show the share of gross premiumisewrfor different
classes of insurance in 2004 and 2011. In 2004e$a%0, 3 and 8 were at
the top, with 33.94%, 30.39% and 11.54% share. Qtlagses were 7.31%
(class 9) to 0.02% (class 4) of gross premiumgevrit

Figure 5. Participation of each of Division Il classes in gggoremiums written
collected through property insurance and othergmisinsurances in Poland in
2004

2004

Class 17 0,07%
Class 15 0'835/1355 16 1,81% Class 18 0,65%

Class 1 4,63%
Class 14 1,79%\

Class 13 4,28%

Class 2 0,99%

Class 12 0,13%

Class 3 30,39%
Class 11 0,14%

Class 4 0,02%
Class 10 33,949
Class 5 0,11%
Class 6 0,57%

Class 7 0,82%
Class 8 11,54%

Class 9 7,31%

Source: Data from Table 6.
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In 2011 class 10 (34.67%), class 2 (23.24%) arsb@a(11.39%) noted
a growth, while other classes placed at betweef98.€or class 9 and
0.08% for class 12.

Figure 6. Participation of each of Division Il classes in gggoremiums written
collected through property insurance and othergmisinsurances in Poland in

2011
2011

ss 18 1,64%
Class 16 3,089lass 17 0,6595 Class 15,02%

Class 15 1,22 Class 2 1,76%

%
Class 14 2,20@

Class 13 5,81%
Class 12 0,08%

Class 11 0,119

Class 3 23,24%

Class 4 0,14%
Class 5 0,12%

Class 6 0,39%

\ Class 7 0,43%
Class 9 8,02% Class 8 11,39%

Class 10 34,67%

Source: Data from Table 6.

Conclusions

When comparing the relation between the assetifiriancial system and
GDP for Poland and for Czech Republic, Hungary Batb area Member
States a very low level of financial intermediariparticipation was
observed. In 2004 the participation was at 78.60f%b ia 2011 it was at
118.50%.

Both in Poland and in other aforementioned cousttiee relationship
between gross premiums written and the value aftasmproved rapidly
(31.9 percentage points growth) in the time of peogy. This growth
slowed down in the time of crisis (8 percentaga{®)i

The number of financial institutions in Poland hetperiod of 2004-
2011 changed. The decline in numbers was caus#tebyompanies being
assimilated and taken over. An increased inteneappearing on the Polish
financial market could be observed.

In times of prosperity the financial market in Ralaexperienced
a faster growth in the value of assets than irtithe of crisis. The growth
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in the first period was at 94.04% and in the sequeribd at 28.11%. In the
insurance market a 77.02% growth of assets wasnaaban the first
period, followed by a growth of 5.95% in the secpediod.

In Division | (life insurance) in times of prospgra growth of 208.60%
in gross premiums written was observed, followedbyl8.32% decline in
the time of crisis. For Division Il (other persoraid financial insurance)
growths of 36.30% and 24.92% were observed. Thosvstthat Division |
is more susceptible to changes in economic situatio
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