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MACROECONOMIC CONSEQUENCES
OF NEW PRUDENTIAL REGULATION
IN THE BANKING SECTOR

This article presents the impact of new prudentagulations for banking sector and their
implications for GDP growth rate. Amongst large rers of new financial regulations that
have been created in recent years, the impactagélBIl and CDR IV/CRR was chosen for
analysis. This article was created for reviewingoesing. The aim of the paper is to create a
structured section of macroeconomic effects of BAsCRD IV/CRR). So far, the results of
researching the effects of the changes on theoeeprand the banking system analyzed by
different institutions - have led to different ctuions, which justifies the need to collect and
compare these results. However, it must be notedabnducting such studies is difficult due
to various assumptions that are implemented. Thi@ wigjective of paper was to assess the
impact of new prudential regulations for bankingtee Furthermore, it discusses the channels
through which changes in regulations translate @dmnomic growth and other macroeconom-
ic indicators. Additionally, an analysis of the ma&conomic impact of these changes in rela-
tion to the economies of the world and domesticketawas conducted. The results obtained
lead to conclusions that the consequences of ngulattons will lead to slight decline in fu-
ture growth of economy. Therefore, there are qaestiwhich arise regarding the desired de-
gree for regulation, its scope, scale, and tim@gehat the standards should be maintained.

Keywords: banking sector, economic growth, Basle I, cdgted liquidity regulations.

1. INTRODUCTION

The global financial crisis that has taken placeeicent years has resulted in a threat to the
security of the entire financial system. In orderavoid errors so far banking supervisory
authorities introduced a number of new regulatiaimsed to increase the safety of banks, as
an institution of public trudt These procedures have been forced by the dynehngicges
taking place in the area of risk in this mafi®n the one hand, the new prudential standards
were introduced to support the safety of banks. rElgelatory projects that were introduced in
the banking system are geared primarily to redbeeisks in banks. The introduction of new
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4 M. Olszak,Polityka ostr@nasciowa w ugciu makrq ,Problemy Zargdzania” 2012/4, p. 8.
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capital requirements should help to increase tieesoy of financial institutions, but at the
same time to increase interdependence occurritigeirbanking systetnOn the other hand,
those new regulations impose stricter prudent@ahdards, which are very difficult to fulfill
and may lead to limiting the number of customensictv will be able to access to the credit.
There is a real danger that will lead to a dedimeconomic growth.

In the interest of supervisors and individual ecuoies it is to create such regulatory stand-
ards that will affect not only the strengthenedoiity of financial systems but also on the
development of the banking system and stimulatibreamnomic growth. The question is
whether it is possible to reconcile these two dbjes. Therefore, an impression arises that
the developed regulation are mainly a responsaémdial crisis and unilaterally set for pru-
dential purposes. There is a serious danger teaptbposed solutions will be contributed to
the creation of new, threats which have low redessconducted.

This article is for reviewing purposes. Its aintdscreate a structured section of macroeco-
nomic effects of Basel Ill (CRD IV/ICRR). For anal/saa study was conducted, where the
main focuses was put on the attempts to accessnihect of new prudential regulations for
the development of the banking sector and theitigapons for economic growth. In relation
to the objectives, the answers were searched édioftowing research problems:

Q1: What goals were accompanied by the introduaiiche new regulations?

Q2: What are the impacting channels of regulatbignges on economic growth?

Q3: What will be the macroeconomic effects of idtroing new regulations in the banking
system?

These issues have fundamental importance for nefspg to a question about the real con-
sequences of introducing new prudential standartiey allow verifying of stereotypical
beliefs about the need to introduce new highersinder financial regulations. It is necessary
to find a balance between the dangers of undetatgg, and the overregulating the banking
systemi. Amongst large numbers of new financial regulatidhat were created in recent
years, the impacts of Basel lll and CDR IV/CRR whssen for analysis. The analysis focus-
es on the macroeconomic effects of new regulatidetberately excluding the impact of
these changes on the size of the indicators raftpehe situation in the banks. Moreover,
these changes have also been indirectly includéudsrstudy.

2. MAIN CHANGES IN BASEL Il REGULATIONS AND OBJECTIVE S ASSOCI-
ATED WITH THEIR OCCURRENCE

Changes in regulation of capital and liquidity metbanking sector are presented in the
documents of the Basel Committee by banking sugiervi In Poland, the implementation of
these guidelines will take place through establishinon the basis of EU regulations: Package

5 European CommissioEuropean Financial Stability and IntegratipBrussels 2014.
6 European Banking Federatid®rinciples for a Successful Future of Banking indpe, Brussels 2010.

7 Bank for International Settlemen®asel Ill: A Global Regulatory Framework for More&tlient Banks and Bank-
ing Systems — Revised VersiBasel 2011-2013.
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CRD IVICRR, Directive 2013/36 / EU and Regulatidrttee European Parliament and Coun-
cil Regulation (EU) No 575/2013.The most importaatv solutions include:

1.

Clarification of the concept of equity, by descnipitheir categories and improv-
ing their quality - the new definition of own fundteve 2 categories: Tier 1 -
primary funds that are used to cover the losseas fiee normal courses of busi-
ness and Tier 2 - supplementary funds, which aesl s cover losses within
bankruptcy. Both definitions of these categoriegehiaeen strengthened. In addi-
tion, the list of deductions from own funds was axged and was permitted to
reference these deductions to CET1, abandoningaltigy to fulfill the re-
quirements with respect to capital adequacy ragimkans of short-term capital
(Tier 3.) The purpose of these changes was toaser¢he quality and transpar-
ency of the capital base of the banks.

Establishing quantitative liquidity standards - &aBl introduces two require-
ments: LCR and NSFR. LCRates that every bank must maintain sufficient
quality of liquid able assets to secure financiog30 days of any problems with
liquidity and is therefore designed to strengthenls' short-term resistance to
liquidity risk°NSFR%ensures the long-term liquidity. Long-term assetshsas;
Mortgages, should be funded by liabilities with atarity of more than one year.
NSFR standard is complementary to standard LCRethay they provide short-
term and long-term liquidify.

When increasing minimum capital requirements fanksa- the Basel Il intro-
duces an additional capital buffer in the form apital adequacy ratio based on
core funds. In accordance, the share capital igetthe value of at least 4.5% of
risk-weighted assets, which means that it has ¢oease my 2.5 % prove the
value before. This provision is designed to insecthe absorption of capital by
banks and at the same time increase their resfliemshocks on financial mar-
kets.

The introduction of new buffers (security and caurtyclical) - means that
banks will have to maintain a protective buffer itapof 2.5% of risk-weighted
assets and the countercyclical buffer ranging féoto 2.5% of risk-weighted as-
sets, depending on economic conditions. As in tle®ipus case, the introduc-
tion of these buffers is to reduce banks suscdipyilto external shocké. The

8 LCR is defined as the ratio of high-quality liquadsets to net inflows in the horizon of 30 daysis Value should
be at least 100%.

9 A. Gemzik-SalwachSkutki regulacji Bazylei Ill dla sektora bankoweagmspodarki “Annales Universitatis Mariae
Curie-Sktodowska. Sectio H. Oeconomia” 2012, p..200

10 NSFR is the quotient of the available resourcestatble funding and the required amount of staltelihg. This
relationship should be a number greater than ocaleéquL00%.

D.K. Rosati,Regulacje makroosttaasciowe a stabilné¢ sektora bankoweggBank i Kredyt” 2014, p. 392.

12 K. Kochaniak Kapitat regulacyjny sektora bankowego w Polsceleadzwizzai Bazylei lll, ,Zeszyty Naukowe.
Polskie Towarzystwo Ekonomiczne” 2011/11, p. 15%-16
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legitimacy of using this instrument was explained the negative impact of
banks' losses during the crisis in the sector aatigpher¥.

5. Determination of leverage - has to complementritiebased measure, which
operates within the framework of Basel Il. The leage ratio will apply from
2018, until now there predictions about future mtitens for couple of years, that
supervisory authority will monitor it.  Leverage imatvas set at a minimum of
3%. The purpose of this provision is to preventessive leverage of financial
institutiong*,

Assessment of objectives of newly created reguiatghould be considered as reasonable
and correct. The essence of the changes is thatstiree to strengthen stability of financial
system and its resistance to external interfereBfferts were made to ensure that the new
regulations prevent errors, which are the main eafsthe previous crisis, such as: insuffi-
cient capital, global assets financed by short-tsomrces of systemic risk - the interconnect-
edness and complexity of operations and the lackysfemic solutions for large institutions
conducting bankruptéy. New standards can be implemented gradually aeid ¢ffects will
be monitored, a target period to put them in al fueasion will be year 2019.

3. INFLUENCING CHANNELS IMPACTING REGULATIONS ON GROWT H OF
ECONOMY

Although the objectives pursued from creating newdpntial standards are reasonable
and logical, and are intended to secure solvem@reby protecting customers and the banks
themselves for losses or bankruptcy, their ineléa@onsequence of an increase in the cost of
financing®. The global economy is a system of connected i&ase systematic risk, which
tend to move through various channé&ansferring the regulatory changes on economic
growth takes place mainly through the credit charn@gall the proposed changes, the great-
est impact on economic growth is the introductiéreapital and liquidity standards. It is be-
lieved that stricter prudential requirements wdsult in increased interest rates on loans and
on demand for capitadfincreasing lending rates can be decomposed intbafdénancing,
risk premium, premium reflecting the market positaf the bank and premium reflecting the
sensitivity of the cost of capital on the volumeadns!®As a result from increasing prices of

3 H. HannounThe Basel Ill Capital Framework: A Decisive Breakiligh, Bank for International Settlements, Hong
Kong 2010; Narodowy Bank PolsKdpinia NBP w sprawie dokumentu konsultacyjnego Kpt&uropejskiej ,Po-
ssible further changes to capital requirementsdike”, Warszawa 2010.

14 M. Marcinkowska, P. Wdowiski, S. Flejterski, S. Bukowski, M. Zygierewio&ptyw regulacji sektora bankowego
na wzrost gospodarczy — wnioski dla Pqldlarodowy Bank Polski, ,Materialy i Studia” 20188 p. 53

15 E. MiklaszewskaDuze banki wswietle pokryzysowej architektury regulacyjnfin:;] Finanse w niestabilnym
otoczeniu — dylematy i wyzwanBankowdé, ed. I. Pyka, J. Cichorska, Wydawnictwo UniwerytEkonomicz-
nego w Katowicach 2012, p. 181.

16 3. Przychodzg Europejskie rynki finansowe w obliczu globalnegyeks ,Problemy Zarzdzania” 2012/4, p. 60.
17 R. KarkowskaKoszty ekonomiczne ryzyka systemowego na rynkisfingm, Problemy Zargdzania” 2012/4, p. 39.
18V, Gafrikova, R. Milic-CzerniakBazylea Ill — zmiany kapitatowe i ich konsekweng@ezpieczny Bank” 2011/4.
19 Basel Committee on Banking Supervisi®esults of the Comprehensive Quantitative ImpactySBasel 2010.
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credits, demand for consumer loans and investméhbe/ reduced. Consumer demand and
investment demand are components of GDP, which sn#aat a decrease in these numbers
will translate into a decreasing rhythm of economiiowth. In addition, changes in interest
rates are affecting the value of exports and ingpgitices and the value of financial assets.
Decline in GDP translates into a general deterionabf the conditions for the functioning of
society and leads to a further reduction in lendlog to increased credit risk.

4. IMPLICATIONS OF NEW PRUDENTIAL REGULATION IN THE BA  NKING
SECTOR WHICH STIMULATE GROWTH IN THE WORLD

Introduction of new prudential norms were precetiggublic consultation and research
studies of possible consequences. One of thesfuslies devoted to this subject was conduct-
ed by experts from the Basel Committee, the Banl8ngervision, from European Central
Bank and European Commissitithey show that the consequences of higher capaabs
ards and liquidity ratios translate into economiovgh to some extent. It has increased from
0.3% to 2.0% due to reduced frequency and likelihobfinancial crises. It is expected that
the probability of financial crises will be limiteéd seven Member States with range of 29% to
89%.The final analysis shows the advantage andfiteiné the new regulations that exceed
their costg?!

However, there are some doubts that Basel Comndite@ot estimate the exact cost of
applying new regulations. Attention is drawn to folowing issues: the additional capital
required for global banks, too broad definitiorsggtemically important banks, the separation
of banking activities of different legal entitidgwever it is not excluded that the introduction
of new regulations may result in further need giutations??

From another research from Bank for Internatioreitl8ments it turns out that increasing
banks' capital adequacy ratio by 1 percentage, oonatant structure of assets will result in
increasing interest rates by 15 basis points. Mgédtie liquidity requirements for banks leads
to a further increase in interest rates by arroPdebasis points. These studies were carried
out on the basis of data from the period 1993-20(7 6844 banks in 13 OECD countri&s.

According to OECD, macroeconomic effects from idurotion of new regulations will re-
sult in significant grow in GDP and rising unempiognt level. The introduction of new
standards will result in decline in GDP in the earea over the medium term range from 0.08
to 0.23 percentage points per year.GDP of main OEGUNntries (United States, European
area, Japan) according to calculations will declineange of 0.05 to 0.15 percentage points.
These changes are primarily due to increasing tradrgins. It is expected that by 2015,

20 |bidem

21 Szok regulacyjny a konkurencyfda rozwoéj sektora bankoweged. S. Kasiewicz, L. Kurkdski, Warszawski
Instytut Bankowéci, Warszawa 2012, p. 176.

22 K. Kalicki, Wplyw Bazylei 1Il/CRD4 na sytuacjsektora bankowegohttp:/alterum.pl/pdf/Dr_hab_ Krzysz-
tof_Kalicki.pdf (last viewed 19.09.2014).

22 M.R. King, Mapping Capital and Liquidity Requirements to Bamnding Spreads‘BIS Working Papers”
2010/324.
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lending rates will increase by 15 basis points0A2 of OECD countries - this means an in-
crease by 50 basis points. In general, increasapital adequacy ratio by one percentage in
the OECD countries translates into an increaseddicmargins of 14.4 basis pofiSimilar
conclusions were reached, by the authors of tperteAssessing the macroeconomic impact
of the transition to stronger capital and liquiditgquirements — Final Repgnivho presented
the research results, with average of 97 modetduding 42 models of national economies,
40 models, of International Monetary Fund and 15lel® of European Central Bank and the
European Commissidfi. It shows that the increase in the capital adeguatio by 1 per-
centage point will translate into an increase gdérmargins by 15 basis points and a decrease
in the effective demand for loans by 1.89%, ansd ttanslates into a decline in GDP of 0.22%
after 35 quarters after conducted changes. Thisiglgaiting the annual GDP growth rate by
0.03 percentage points. The studies focus on cencerof the factors that may mitigate the
negative impact of new regulations on interest sa@d economic growth. This means
strengthening capital base of many banks by retgiearnings, new issues and opportunities
for more efficient management of operating costse Ppotential for reducing the negative
effects of the new regulations is through carefigtananagement in ban#t is confirmed
that the impact of new regulations on the growtleafling rates in the long term will be neg-
ligible.

Studies of relationship between Basel Il and eooicogrowth in the long term have
shown that an increase in the capital adequacy katil percentage point, GDP would de-
crease by 0.09%compared to the baseline scenadothen with an increase in the demand
for liquid assets by a further 0.08% -0.15%.At ffaene time the forecast is to reduce the am-
plitude of the fluctuations in GGP

The Institute of International Finance estimated th 2015 the level of GDP for the Unit-
ed States, European are , Japan, the UK and Shaitdewould be about 3.2% lower than it
would be if the new regulations were not been thiiced (baseline scenario).The decrease in
the level of employment in these countries rate@garage of 7.5 million. The first adjusting
mechanisms have to raise the level of banks' Igndites and limiting access to them. Within
five years, it is expected that level of interesties on loans will increase, in countries with
364 basis points and the appearance of an addittapital requirement at the level of $ 1.3

24 p. Slovik, B. Cournédeylacroeconomic Impact of Basel IJIHOECD Economics Department Working Papers”
2011, s. 8-9.

25 MAGG, Assessing the Macroeconomic Impact of the TransttioBtronger Capital and Liquidity Requirements —
Final Report Bank for International Settlements, Basel 2010.

26 D.J. Elliott, Quantifying the Effects of Lending Increased CdpRaquirementsBrookings Institution2009,
www.brookings.edu/~/media/research/files/papersg28@4%20capital%20elliott/0924 _capital_elliott.pdf (last
viewed 19.09.2014); idem, Further Exploration of Bank Capita IRequiremeris$fects of Competition from other
Financial Sectors and Effects of Size of Bank orr@®eer and of Loan TypeBrookingsinstitution 2010,
http://www.brookings.edu/~/media/research/fileshraf2010/1/29%20capital%20elliott/0129_capital_nequent
s_elliott.pdf (last viewed 19.09.2014).

27 P. Angelini, L. Clerc, V. Cdrdia, L. Cambacorta, @erali, A. Locarno, R. Motto, V. Roeger , S. \Wen Heuvel,
J. Vkek, Basel Ill: Long-term Impact Economic Performancel dfluctuations “Federal Reserve Bank of New
York Staff Reports” 2011, p. 485.
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billion. However, it was considered that these te costs for short term, and longer-term
changes will bring benefits to achieving finanatdbility?®More detailed results of this esti-
mation are summarized in Table 1.

Tablel. Changes in GDP and employment in the gletahomy due to adaption of requirements-
Basel Ill in 2015

Change of GDP,

compared to the | GDP growth Employment

baseline scenario| (in percentage (in mi)lllions)

(percentage diffe- points)

rence)

USA -2,7% -0,6% -2,9
European area -3,0% -0,6% -2,8
Japan -4,0% -0,8% -0,5
United King- 5.5% 1.1% 1.2
dom
Switzerland -3,7% -0,8% -0,1
G3 Group -3,0% -0,6% -6,2
Total -3,2% -0,7% -7,5

Source: based on Institute of International Finafite Cumulative Impact on the Global Economy
of Changes in the Financial Regulatory Frameworkskhgton 2011, p.11.

The reports conducted by the International Monefamyd highlight the varying impact of
new regulations on individual countries, resultingm the level of economic development.
The relatively large decrease in the amount oftgifoans can be expected in countries such
as: Denmark and Japan, and less in the UnitedsSt&enerally the estimated increase for
granting loans will be by 16 basis points, whicHl wause a decrease in rate of change of
loans by 1.3% in the long teffn

Studies on the effects of the regulation were edraut also by the European Union. They
calculated that the increase in the capital adgqtet@ of banks by one percentage point in
the euro area will increase lending rates by 12shasints in the long term, which is translated
into a decline in GDP by 25 basis points over eiggdirs and 36 basis points in the long
ternt®,

In the face of such a wide variety of test resigitdifficult to assess the impact of new reg-
ulations on economic growth. Due to the differensgn adopting and creating various sce-

28 Institute of International Financ&he Cumulative Impact on the Global Economy of @eanin the Financial
Regulatory FrameworRWVashington 2011, p. 11.

2% T.F. Cosimano, D.S. HakurBank Behavior in Response to Basel Ill: A CrossabgquAnalysis “IMF Working
Papers” 2011, WP/11/19.

30 European Commissiofzconomic Impact of Changes in Capital Requireménthie Euro-area Banking sector
“Quarterly Report on the Euro Area” 2011/1.
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narios and assumptions, analysis that were obtanedractically incomparable with each
other. However, following the quantitative critaridhe negative correlation between the new
regulations and economic growth can be determined

5. IMPLICATIONS OF NEW PRUDENTIAL REGULATION IN THE BA NKING
SECTOR WHICH STIMULATE GROWTH IN POLAND

It is not possible to directly transfer the conans drawn from studies conducted in the
world for the Polish market. When assessing théigagpons of the new prudential regula-
tions for the domestic, the conditions and prospedtdevelopment of the Polish banking
sector should be taken into consideration. Degpigeundoubted growth of financial integra-
tion, also taking place in the area of banking ises?, Polish banking sector has many spe-
cific features. There are many indications thatkisain the countries of Central and Eastern
Europe are less affected by the previous crisis thanks from developed countdésin
should be noted that lower banking penetratiom riatiPolish Economy has different mode of
actions in the banks. Until recently, banks opamatn the Polish market have a surplus on
economic capital surplus over regulatory capitdle Thtroduction of new legislation on capi-
tal adequacy of banks and inhibited activity did result in a sharp increase in held capital
and sometimes lead to a reduction in the surplasvever, the new capital regulations may
significantly affect the changes in the capitaluiegments for specific areas and encourage
banks to changes its activity different areas ofrapions’®Presumably, the development of
the Polish banking sector will determine accesfngnce. It may be difficult because of pos-
sible occurrence of shortage of free capital otohaj scale and the perception of the smaller
markets, and thus Polish, as more risky and ldisble3*

For Polish market researched were conducted bynEiaSupervision Commission to in-
vestigate changes in economic growth under inflaeot Basel Il regulation. The study
showed that the increase in average capital adggatio may lead to a moderate increase in
interest rates on loans and a slight decline in @D®vth. Increase in the capital adequacy
ratio by 2.5 percentage points will result in coiapte with the study over the next four years,
growth in consumer lending rates by 0.56 percentegets and housing by 0.42 percentage
points, which means a decrease in demand for hgpusans by approximately 7.7%, 3.6%
consumer and least - corporate loans by 0.07%.Ttleseges should result in a decrease in
consumption and investment, it is projected thatdhwill be a decline in consumer demand

3! European Central Bankjnancial Integration in Europe2014.

32 E. Miklaszewska, K. Mikotajczyk, M. PawlowskBopst-crisis Regulatory Architecture and Central @bkt Euro-
pean Banks, The National Economy” 2013, p. -8.

33 G. Szymaska,Impact of the development on the capital adequegylations for safety, activity and effectiveness
of banks“Safe Bank” 2011/4.

34 E. MiklaszewskaBanki na rynku finansowym: problemy skali, efekiyéeni nadzory Wolters Kluwer Polska,
Warszawa 2010, p. 40.
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during this period by 20% and 6% of the investma@ihie result allow to expect a decline in
GDP of 8% over 4 yearS. These relationships are shown in table below.

Table 2. Effect of growth capital adequacy ratio2dy percentage points to the basic macroeconomic

parameters
Subsequent years of simulation
1 | 2 3 4
In percentage points
The CPI inflation (y / y) 0,00 -0,01 -0,02 -0,02
GDP (y/y) 0,0d -0,01 -0,04 -0,03
In percentages
Corporate loan 0,00 -0,01 -0,03 -0,07
Consumer loan -0,19 -1,48 -2,83 -3,64
Mortgage loan -3,8b -7,81 -8,25 -7,67
Overall loan -0,67 -1,83 -2,48 -2,95
Capital expenditure 0,00 0,00 -0,03 -0,06
GDP 0,00 -0,01 -0,05 -0,08

Source: based on P. Wdadiski, Makroekonomiczne skutki vigzych standardéw kapitatowych:
Analiza symulacyjna dla Polski, Komisja Nadzorudfisowego, Warszawa 2011, p. 21.

An independent study on the impact of Basel 11l &RD IV/CRR for banks was conduct-
ed by Marcinkowska, Wdowski, Flejterski, Bukowski i Zygierewicz36. The aysik con-
firmed the results of previous studies. That studgd 2 econometric models - The single
panel model and interdependent multi-equation satiart model (macro-econometric). Both
models have shown a positive and statisticallyifiggmt effect of the solvency ratio, liquidity
ratios and on level of interest rates on loan®itnganel model the attention is drawn to differ-
ences in sensitivity changes in the capital andgidity requirements for a group of large banks
and other bank& Influence of changes in WIBOR on interest rateradit provided by large
banks is lower than in smaller banks. Taking intccaint when the criteria adopted in the
research division of large banks and others, tisé diroup represented 65% of the total. It can
be concluded that the results which were obtairase melatively high importance.

The entire macroeconometric analysis was perforassdming a growth capital adequacy
ratio in the banking sector by 4 percentage pants liquidity ratios M2 and M4 by 50 per-

3 P. Wdowiski, Makroekonomiczne skutki ¥gzych standardéw kapitatowych: Analiza symulacyjiea Polskj
Komisja Nadzoru Finansowego, Warszawa 2011, p. 21.

36 M. Marcinkowska, P. Wdowiski, S. Flejterski, S. Bukowski, M. Zygierewiaz. cit, s. 144-146.

37 Banks were assigned to the "big banks" or "ofiagks" based on the average value of assets. iVis®d of the
panel relied on the assumption that the shareeotlerage assets of large banks (in the samplepreater than
5%. Mean values were calculated on the basis cithdable number of observations in the period7t2911. The
total share of the large banks in the sector wés.65
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centage points for a long period of time. The regeahows that increasing capital and liquid-
ity requirements in the Polish banking sector assalt of the adoption of Basel Il solutions
and CRD IV / CRR will reduce the level of GDP armbromic growth. The decline in GDP
growth is associated with a decrease in consumptimestment and lending. Limiting the
number of loans is expected to be mainly in the afehousing loans. Downturn may be ac-
companied by depletion of deposits, which in thaglterm contributes to the deterioration of
liquidity in the banking system. As a result, yanexpect an increase in the amount of non-
performing loans and the deterioration in the laiarket. In terms of numbers, these results
are presented in Table 3

Table 3. The effect of increase, in the capitabadey ratio by 4 percentage points and liquidity ra
tios M2 and M4 by 50 percentage points on the basicroeconomic parameters

Subsequent years of simulation |
1 | 2 3 4 |
In percentage points
GDP (yly) -0,05 -0,37 -0,31 -0,16
Unemployment rate 0,01 0,09 0,22 0,28
In percentages

GDP -0,05 -0,42 -0,73 -0,53
Corporate deposit -0,21 -1,40 -2,02 -0,38
Household deposit 0,00 -0,14 -0,65 -1,06
Corporate loan -0,07 -1,26 -2,08 -2,35
Consumer loan 0,90 -0,80 -2,20 -3,41
Morgage loan 0,00 -5,64 -9,35 -9,67
Total loans -0,02 -2,86 -4,69 -5,12

Source: Based on: M. Marcinkowska, P. Wdiski, S. Flejterski, S. Bukowski, M. Zygierewicz,
Whplyw regulacji sektora bankowego na wzrost gospzma— wnioski dla Polski, Naro-
dowy Bank Polski, ,Materialy i Studia” 2014, 305, 180.

6. CONCLUSIONS

The conducted analysis tried to show the possiblgact of introducing new prudential
regulations and how they impact development of eogn Results of the studies which fo-
cused on changes on the economy and the bankitgnmsynalyzed by different institutions
often led to divergent conclusions. Please noteahaf them were carried out using a large
number of assumptions, so the results should beettevith caution.

Most of the studies we can conclude that thererisah however unknown possibility to
slow down economic growth, moreover the analysithefBasel Committee on Banking Su-
pervision show that new rules will help to achiéngh enough level of stability in the finan-
cial markets and this should stimulate growth.AHer studies contradict this thesis. The most
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expected result of the new regulations that the attehof banks for equity will increase.
Threat to the stability of the financial systemlviteate pressure, which leads to solutions
which are mainly aimed at strengthening the seguwffitbanks and increase the possibility of
absorption by the effects of shocks that have arésea result of financial and economic cri-
ses. However, the development of new standardsdesla lacking wider aspects of economy.

The results for Poland are consistent with theltesd studies, for more developed econ-
omies. Also in relation to our country, inhibit @onomic growth is expected. Polish situation
is more difficult in comparison with other econosjibecause decision-makers in these cases
are outside the borders of our country, and thieénice of Polish Institutions that shape the
regulations is very limited. It can be stated thapervisory authorities more often call it
"Home bias", When solving global problems, theteation is based on minimizing conse-
quences for the domestic market, even if it caespenses for such banks in different coun-
tries.

Very often new regulations are based on the arsabfsphenomena that do not exist on the
Polish market, or are not important. The high lesetontrol for Polish banking system by
foreign capital has fair significance. Potentiaérsarios for banks to adjust to the new rules
will depend on macroeconomic conditions, on thedfividual situation and conditions in the
group in which have to operate. As a result offedkse considerations, it can be concluded that
there are no universal and timeless solutionsdhatbe applied to all countries. There is also
concern that the use of the new prudential norntisnet lead to achieving the desired effects.
Therefore there are questions about the desirecbéegf regulation, its scope and scale, as
well as how long the standards should be maintained
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MAKROEKONOMICZNE KONSEKWENCJE NOWYCH REGULACJI
OSTROZNOSCIOWYCH W SEKOTRZE BANKOWYM

W artykule przedstawiono wplyw nowych regulacji roghosciowych na rozwoj sektora
bankowego i tempo wzrostu PKB. Analiabjeto przede wszystkim regulacje zwane z wpro-
wadzeniem Bazylei Ill i CRD IV / CRR. Celem artyliusy przeghd dotychczasowych baflav
tym zakresie i préba upam@kowania wnioskoéw phygcych z dotychczasowych rozwah. Jak
dotad wyniki badania wplywu nowych regulacji na gospdga system bankowy esto prowa-
dzity do r&nych wnioskéw, co uzasadnia potrzegsomadzenia i poréwnywania tych wynikéw.
Jednak natey zauway¢, ze porownywanie takich baflgest trudne ze wzgtlu na réne zatge-
nia, ktére g dokonywane. Gtéwnym celem pracy byta ocena wptynewych regulacji ostte
nosciowych na funkcjonowanie sektora bankowego. Panadidwiono kanaly transmisji, przez
ktére nowe przepisy przektadagic na tempo wzrostu gospodarczego i inne \insié makroek-
onomiczne. Przeprowadzono analigptywu tych zmian zaréwno w odniesieniu do gospkida
krajowej, jak iswiatowej. Uzyskane wyniki prowadzdo konkluzji,ze wprowadzenie nowych
regulacji doprowadzi do nieznacznego spadku pregseivzrostu gospodarczego. W zzkiu z
tym pojawiag sie pytania dotyczce paadanego stopnia regulacji, jej zakresu, skali i azas
utrzymania.

Stowa kluczowe:sektor bankowy, wzrost gospodarczy, Bazylea dgulacje kapitatowe i
ptynnaiciowe
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