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Investment in Poland has not seen a clear

trend
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...was offset by a decline in business

Investment.

Business investment
(percent of GDP)
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Compared with other European countries, government

investment is relatively high ...
(it has been cut in many other countries)

Government investment in 2015
(percent of GDP)
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Note: For BGR and HRV data for 2014.



..while business investment is relatively

low

Business investment in 2015
(percent of GDP)
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Note: For BGR and HRV data for 2014.



The gross investment rate of non-

financial corporates is near record lows

Non-financial corporations investment
(percent of GVA)
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Why is business investment so low?

Is return on investment low?

Are profits paid out as dividend instead?
Are firms over-indebted?

Is demand too low?

Other factors?

Preliminary thoughts—will be topic of IMF Article
IV mission In Spring.



The return on capital has been rising

Return on capital employed and return on equity in non-financial corporations
(percent)
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And the profit share is near two-decades

high

Gross profit share of non-financial corporations
(percent of GVA)
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There has not been much increase in

distributed income

Distributed income
(percent of GDP)
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The bulk of increased profits have been

retained

Saving and reinvested earnings on FDI in non-financial corporates
(percent of GVA)
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Debt of non-financial corporatlons is low, E U R

e )
both in terms of GDP... b

Gross debt-to-GDP ratio of non-financial corporations
(percent)
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Note: For LVA data for 2004 and 2015.



.and in terms of debt to income.

Gross debt-to-income ratio of non-financial corporations

(percent)
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Note: For LVA and LTU data for 2004 and 2015; for BGR, HRV and ROM.



One factor that might hold back investment is

slow growth in export markets

Dynamics of exports of goods and services
(percent y/y, 5-year rolling average)
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Global policy uncertainty might also play EyR
a role A "“)\?

Economic Policy Uncertainty (EPU) and VIX Index

(Index values) SN elictions
500 . ‘ 70
—Global EPU-PPP adjusted Brexit vote
20 —European EPU ﬁ 60
400 VIX (rhs)
350 50
300 20
250 LJ
200 30
\/V\

150 j\ -
100 v/_/\l\,/\ o

50 10
0 0

Jan-07 Jan-08 Jan-09 Jan-10 Jan-11 Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17
17



Capital stock per capita in Poland is still

relatively low

Capital stock and GDP per capita, 2015
(thousands of 2010 EUR)

90
y = 0.2451x + 1.6927
2 LUX

20 R = 0.8514 PN

70
g 60
o IRL
S 50 ¢
i BEL . DNK SWE
o 40 GBP DE%NLD
a \ PV ¢

N AUT
O 3 ITA
SVKyqr  CYP FRA
20 | LVA SV Tesp
p PR]’GR{:
10 - @ estZE
HRV
aeroU HUN
0
0 50 100 150 200

Capital stock per capita

18



Investment needs remain large: infrastructure

less developed than in Western Europe

Railways Highways

Colored lines denote railways with maximum speed above 200 km/h
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And housing conditions need

Improvement

Number of rooms per person

0 under1.2

O 12 to<1.6
O 16 to<?2

Bl over?2



Capital accumulation will face headwinds

in the future

Tight labor market will increase wage pressure,
reducing corporate profits

The next EU funds perspective will most likely
be less generous for NMS
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EU funds are a significant contributor to

capital accumulation

Sources of capital accumulation in Poland (percent of GDP)
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