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Abstract: Open pension funds have existed on the Polismdiad market
since 1999. They are institutions which create tiégket by investing part of
their members’ superannuation. So, it is diffidolbverestimate their signifi-
cance from a social point of view. Authors havespraed results of quantita-
tive investigations of the share of pension fumdshis market from 2001 to
2012. Main attention is concentrated on WSE becpassion funds invest in
stocks and bonds (government, municipal etc.)diste the Polish exchange
and these securities are the principal compondnted portfolios.
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INTRODUCTION

The reform of the pension system in Poland starntd®99 with the creation
of open pension funds. Since then, the funds més&etundergone significant con-
solidation. Currently, there are 14 open pensiord$uon the market. Still incom-
ing contributions result in a systematic increasagsets that are invested in the
capital market. On the one hand, it results inn@ngiase of capitals set aside for fu-
ture retirement benefits, on the other hand, itrdoutes to the development of this
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market. In this article, the second aspect of thetioning of pension funds over
the years from 2001 to 2012 is shown in summarye Wbrk is more qualitative

than quantitative. No econometric or financial oadors are calculated, while the
focus is on showing the importance and impact @nhopension funds on govern-
ment debt, savings of the society and Warsaw Skoalhange. Quantitative ap-
proach can be found in [Chybalski 2013, s. 77-89%wicz 2012, s. 306-322] as
well as the comparison of open pension funds amth-emd stable funds markets
was done in the work [Karpi@ebrowska-Suchodolska 2012, s. 91-110].

CHANGES OF THE ASSETS OF PENSION FUNDS

In contrast to the type of collective investmergtitutions of open invest-
ment funds type, pension funds have a guarantggulysaf payments. Thus, their
marketing activities are aimed only at persuadimgjviduals starting their em-
ployment to choose a particular fund, or stop egstmembers from changing the
fund. In practice, few people consciously makelacsion and rely on the result of
drawing. Transfer of members is relatively small.tAese factors contribute to the
fact that, from the start of their activity, busiseassets invested in pension funds
grew steadily. Changes over the years 2001-2012hemen in Figure 1.

Figure 1. The value of open pension fund assetsomsands PLN (as of 31 December)
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In absolute values, the growth of assets looks ésgive, except for the year
2008 [Sawicz 2012, s. 306-322]. However, a closek lat the changes shows
a slightly different picture. As it turns out, thege of changes of assets shows a de-
cline with a clear minimum caused by the financigis. In recent years, the pace
of changes has undergone a significant depreciatiam, primarily due to chang-
es in the amount of transferred contributionshtiidd be clearly pointed out that
changes in assets result not only from the amotipaigments. They are also de-
termined by investment performance. At this points difficult to separate the
two factors, but the influence of the latter wasisige during the outbreak of fi-
nancial crisis. Dynamics of changes in the assegsribed with chain indices (year
to year) is as follows (Graph 1).

Graph 1. Dynamics of changes in open pension fgsdta (in %)
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It can be seen that year-on-year growth rate ofosiep decreased with
a marked decline in the year initiating the crigifter a short term growth, another
decrease follows. This time, a large part of tlésrdase is caused by limited con-
tributions transferred to pension funds. Howevema optimism is introduced by
a comparison of open pension fund assets with dvengs of Poles [Chybalski
2013, 77-89]. As shown in Graph 2, these assets havincreasing share in the
savings, and most importantly, are steadily growing
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Graph 2. The proportion of open pension fund asedtse savings of households (in %)
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Graph 3. The value of public debt and open perfind assets invested in bonds (in bil-
lions of PLN)
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It is worth noting that the crisis and reductiontioé premium affected the
share of assets in the savings to a small extdéro@se, it is the cumulative effect
of changes in the assets of pension funds and egoremnditions as well as a de-
cline in savings as such. It is worth referringthie State's obligations to society,
because it is a basic economic indicator, projgadimits credibility. First of all, an
increase in public debt goes hand in hand withribeeased involvement of funds
in government bonds. The mutual relationship isnshby Graph 3.

Therefore, the portfolio of debt securities is arse of assets from which
the liabilities of the state are financed. Thehristthat it concerns payables to em-
ployees. It does not change the fact that theyaretate but citizens’ money. The
retirement scheme is based on the need to buiidgathat will form the basis of
future pensions. Compared to the Social Insuransttution, the money in the
open pension funds is real, and is not merely ardeexpressing the State’s prom-
ises.

Figure 2. The structure of pension fund investnpamtfolios
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OPEN PENSION FUND VERSUS WARSAW STOCK EXCHANGE

Open pension funds cannot take too much risk iir theestment risk. The
proportion of equities traded on the public maikdimited by law to 40%. Other
assets are invested in safe financial instrumanginly in bonds (government,
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municipal, corporate). The structure of investmpaittfolios is presented as fol-
lows (Figure 2):

Depending on the year, the share of stocks is mouna 30% and the bonds
between 60% -70%. Therefore, these instruments thenbasis of investments
made by pension funds. From the point of view @ 8tock Exchange, they are
a major investor. Their share in the market caga#ibn is shown by the next fig-
ure.

Figure 3. The proportion of shares from the poitfof open pension funds in the stock
market capitalization (in %)
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If we combine the changes in market capitalizatwer the years, this situa-
tion is as follows. Again, the impact of financiaisis can be observed, but as of
2008 a dynamic increase in the open pension fundbea capitalization of the
Stock Exchange follows. It is so large that it cainbe ignored. Due to statutory
prudential requirements, pension fund investmeatsaot be and are not too risky.
As a result, they are limited to large liquid comigs. Furthermore, the invest-
ments are not made overnight, mainly because af¢ake of purchases. Assuming
somewhat arbitrarily that the characteristic perafdchange in the portfolio is
comparable with the period of payment of pensiomriioutions, i.e. it takes place
every month, the graph below shows a 30-day aveyhgéG 20 index.

It is clear that the share of assets invested uitieq is steadily growing.
What's more, the crisis has very little impact be situation - only within one
year. It can be inferred from this that pensiondiiare extremely important inves-
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tors shaping the image of the stock market. Theigue considerations show that

they also influence the capital market. It can bgued that their presence has
a stabilizing effect on the stock exchange tradmthe sense that changes in capi-
talization would have been greater without the gmes of open pension funds.

Large variations of turnover, capitalization anétcerare always destabilizing fac-

tors, and, therefore, negative from the point efwiof the investors and the stock
exchange.

Graph 4. A 30-day moving average of WIG 20 inde20®1-2012
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CONCLUDING REMARKS

In conclusion, one can express the hope that répehtical turmoil" around
pension funds will not lead to their eliminatiorhi§ would have a huge negative
impact on the Polish capital market, not to menttenfinancial condition of future
retirees. A statement issued by one of the ratysmeies proves that the liquidation
of the pension insurance segment would also hanegative impact on the credit-
worthiness of Poland, leading to an increase irct® of raising capital on capital
markets for many years. Previous sentences weteewin May 2013, now it is
known what is the government's decision on theréutf open pension funds -
they have been significantly ‘curtailed’ by the tpaf portfolio including govern-
ment bonds. This is not a polemical work, but adewy to the authors, such a de-
cision, in fact, means the liquidation of open pem$unds, because it was decided
that they would be prohibited to invest in someusities available in the capital
market. This is unique in the world. Open investhfends can buy government
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bonds but not pension funds. So, how should thdy dsafe and relatively stable
portfolio of equity securities without bonds, asmkntary Markowitz model must
take into account so-called risk-free instrumentgjally identified with treasury
bonds?

Graph 5. Shares of the companies that form a coemaf open pension funds as com-
pared to the capitalization of the Warsaw StockHaxgie
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