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Summary

The paper makes an attempt at description of thi@aa@nof monetary integration on the
most important macroeconomic indicators of the Earea against the background of
those countries which retained their national cumcg. As the main indicator
describing changeability of economic growth in &l countries the author assumed
the average annual real GDP growth calculated itatien to the base value of GDP in
2003. The profile of payment balance (BPM5) ofcel countries focuses on relations
resulting from financing of trade turnover accoulralance by balance of the financial
account and, particularly on direct and portfolioviestments. The analysis was
conducted in the context of basic relationshipsnfithe theory of the optimum payment
area.

Key words: gross domestic product (GDP), currency exchange,raxport import
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Introduction

Upon entering the Euro area first member stateg disposed of the
theory of optimum currency area. The theory wasdyfdogical and it
helped to avoid a number of mistakes in the inpia&se of creating the
monetary union still, it was far from being pertegt the moment it is
already possible to evaluate to what extent integrgprocesses met the
expectations of particular countries. No doubt, @2P growth is in the
centre of attention as it is the measurement oh@wic growth of
a country and also, indirectly, of the prosperityt® citizens. The second
equally important yardstick of development of thaerdc area are the
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16 years of the Euro area...

changes in the payment balance of countries whiokige answers to
guestions on the condition of their economies wlaoh assessed from
the perspective of export of excessive capital xderg of their mutual

dependence.

1. The Euro area versus economic growth

1.1.Belonging to the Euro area and GDP Dynamics of th@ig
Twelve’ countries

From the perspective of the undertaken researdh ibjs necessary
to answer the question whether there is a link betwadopting Euro as
the currency and the condition of national econampressed by the
GDP growth. For this purpose average annual redP @bwth of the
major twelve EU countries, which in 2000 introducBdro as their
currency, was compared. As the reference point 2888 was taken
(2003 = 100). The solid line represents changedwlufi current real GDP
against its base level (Image 1). The thin solidade line reflects the
average annual real GDP growth of all 28 EU merstates.

! Source: own calculations based on Eurostat datfn://bBc.europa.eu/eurostat/
tgm/table.do?tab=table&init=1&plugin=1&language=gr#de=tec00115 (access
16/05/2016).
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Image 1. GDP growth of the twelve countries which dopted Euro as their
currency in 2000.
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Source: own calculations based on Eurostat daja//et.europa.eu/eurostat/tgm/table.
do?tab=table&init=1&plugin=1&language=en&pcode=tét05 (access 16/05/2016).

Image 1 shows that in most of the countries the @@®th in 2015
was similar as compared with the year 2003 (1124)174t does not
mean, however, that the paths leading to this state identical for all
the countries. For instance, in 2008 Finland sasvhighest growth of
117% and Germany second lowest growth (the lowasiniged to Italy).
But in 2015 the positions of these countries wermmetely reversed.
The highest average annual real GDP growth in Z#& Austria and
Germany (2003 = 100). In case of Germany the dycsmni the period
2011-2015 were considerably higher than’Bldd EA average. Austria
is a country which stood out from this group of cwies. Its average
annual real GDP growth in the examined period (2008) was always
higher or comparable with average annual real Gty of EA and
EU.

Studying the changeability of average annual réaP@rowth in the
European Union (EU-28) and the Euro area (EA-12pnit be observed

2 European Union countries.
3 Euro area — monetary union countries.
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that the GDP growth dynamics of EU-28 are alwaghéi (double line)
than the corresponding value for EA-19 (solid link#) must not be
forgotten though, that the average of EA-19 is merably lowered by
Greece and ltaly. These two countries are an execepd the upward
trends of the monetary union members. In Italy despmitial growth
(2003-2007), GDP growth shrank in the examined goerby three
percentage points to about 97% as compared toefwe2003. In Greece
the fall was even bigger (15 percentage pointhdédeavel of about 85%).
Undoubtedly, in the final years of the researchque(2012-2015) these
two countries were responsible for considerableradse of average
annual real GDP growth of the Euro area. Neveriselg can be seen
that before 2008 in Italy and Greece the dynamiaga GDP were on
the rise but still the GDP dynamics of EU-28 coigstrwere slightly
higher than in EA-19 countries. Without any doublkss situation was
triggered by dramatic slowdown of German economiye Elowdown
was also observed in Italy and other countriesiaselems that such slow
down is a characteristic feature of initial phasemtering the monetary
union. Hence, on the basis of the above analysicamnot be
unequivocally assumed that being a member of Exga eauses slowing
down of GDP growth in the long-term perspective.

1.2.GDP dynamics of new members of the Euro area

To complete the above analysis, it is importanhttude in the study
the changeability in the average annual real Gt in the countries
that joined the monetary union later than in 200®assure continuity of
the scientific argument the referential valuestfer average annual real
GDP growth of all 28 EU member states, all 19 EAmher states and
selected EA-19 countries with respect to countiiied joined the Euro
area later than in 2000 (Image 2).
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Image 2. Average annual real GDP growth in selectedA countries.
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Source: own calculations based on Eurostat daja//et.europa.eu/eurostat/tgm/table.
do?tab=table&init=1&plugin=1&language=en&pcode=tét05 (access 16/05/2016).

Moreover, in Image 2 the first year of changeapiiit the average
annual real GDP growth in respective countries yewr after entering
the monetary union is expressed by segments ofubleloline
incorporated in the graph. The vertical line maitks beginning of the
financial crisis of 2008.

Even arough analysis of changeability in the ayerannual real
GDP growth shows that countries that entered theetaoy union before,
during and after the 2008 recession were hit byctisgs. ‘Old’ members
of the Euro area such as Germany or Austria sawdémease in
dynamics of annual real GDP growth as compared Q@32 Similar
situation could be observed in the whole EU and(t& fall was rather
insignificant i.e. 3-5 percentage points). Howeubgre were countries
that experienced much more dramatic falls. Latvial &stonia as
countries outside the monetary union had seen kigly dynamics of
annual real GDP growth (140-150%, 2003=100); in tihee of crisis
their GDP growth was lower by 25-30 percentage goiSlovakia also
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outside the Euro area, had enjoyed GDP growth aertttan 40%, and
suffered a fall of 8 percentage points when thession came.

Image 2 also shows the Slovenia’s entry into theoEwea in 2007
did not protect its GDP fall in 2008. Slovenia’s BBuffered more than
Slovakia’s which at that point in time was stilltsile the monetary
union. On the contrary, when Malta adopted Eurd asrrency in 2008
it did not have a bigger impact on its real GDPMtba GDPs of Estonia
or Latvia, which at that time still retained theational currencies. Thus,
it is impossible to put forward a thesis that mermsb in the monetary
union strengthens or weakens a country’s resisttamdaancial crisis.
More important is rather specific and characteri$tir a given period
conditioning for the countries’ respective econ@ni@ne the other hand,
one may not claim that belonging to the EA doeshaste any impact on
intensification or alleviations of the effect ohéincial crisis in a given
country. For sure, such impact does exist butlfertime being in light of
the specific factors which determine the framewofkfunctioning of
a given country, this impact is of secondary imaoce.

From the perspective of the final result i.e. tverage annual real
GDP growth in 2015 as compared with year 2003s itlear that the
growth was much higher in case of countries whitder®d the monetary
union later than the first twelve countries. Therage annual real GDP
growth for ‘the first twelve’ was in the range 112P48%, whereas
dynamics of the rest of EA members reached thd &VE22%- 159% of
the accepted base (2003). The only exception hase @yprus whose
initial real GDP growth exceeded 120%, but latdl fe the average
value for all EA states. Such situation may be aixigld by the fact that
countries entering the monetary union after 2008eg@ly represented
lower level of economic development than ‘the finstlve’, they were
the runners-up hence they had more space for fgetarth. Moreover,
relatively low GDP of these countries did not haaeonsiderable
influence on the joint GDP of Euro area with resgedheir adoption of
Euro currency.

The analysis conducted above also reveals the obststry into the
monetary union i.e. the slowdown of real GDP growatlthe first couple
of years after adoption of Euro currency. This mimanon could be
observed in Slovakia and Estonia. In case of M&8tayenia and Cyprus
it cannot be stated clearly as the date of thetryemto Euro area
coincided with the global financial crisis. Latvian the other hand,
adopted Euro in 2014 so for the moment it is tdyetar determine the

53



Jan Ostoj

changeability of its average annual real GDP growfter 2010 (the end
of crisis) it can be observed that dynamics of agerannual real GDP
growth accelerate faster in case of new EA membérs. ‘old twelve’
(including referential countries Germany and Aagtehow smaller GDP
growth. Out of the new members only Slovenia brakey from the
positive trend and entered the path of accelergtedith as late as in
2013. Summing up, the thesis that may be assumedisi¢hat being
a member of the monetary union has an undisputgohdétmon the
economy of a given country in the long-term persigec

1.3.Dynamics of GDP growth in EU countries which retaimd their
local currency

In the context of the present analysis one sholdd ke a closer
look at the average annual real GDP growth of tblecBuntries which
have not adopted Euro as their currency. In order ptovide
comparability with the results of analysis conddctabove, as the
referential values the dynamics of real GDP groeftlsermany, Austria
and Slovakia were adopted. The results of the aisabre presented in
Image 3.

Image 3. Average annual real GDP growth in EU coumtes which retained their
local currency.

Dynamikarealnego PKB w krajach UE, ktére zachowaty walute narodowg EU28:EU (28
(2003 r. = 100) countries)
170 EA19:Euro
area (19
countries) 100
160 DE:Germany
iso ——+—+—+ + %+ o L 1 1l ] eeeeees AT:Austria
T =
140 SK:Slovakia
(2009)
4
130 — 22 PL:Poland
"¢¢‘<\ e Fe—tocad==" =
% Sde= _ |-
i 2 &+ = 4+ — = - = UK:United
> = P i I B s —t - Kingdom (opt
152 oy YO ey o e — —— out)
110 —Z RN — =— SE:Sweden
= Z M = =+ — —|— (neg. ref.)
100 é RO:Romania
90 HU:Hungary
80 = ===Cz:Czech
blic
P P S PO LD DD N> O Repy
SRS P X & P P T
AT A AT A S ST A S ST ST ST S S = iEienmmari
Kolejne lata (opt out)

Source: own calculations based on Eurostat daja//et.europa.eu/eurostat/tgm/table.
do?tab=table&init=1&plugin=1&language=en&pcode=t@tM5 (access 16/05/2016).
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Image 3 reveals a strong relation between averagaeah real GDP
growth of developed countries and developing coesitr Unlike
developing countries, in developed countries slodyramics of GDP
growth can be observed. Thus, a reasonable appobgetiring countries
with similar level of development was applied.

As it is widely known, highly developed countrie® &haracterized
by considerably high GDPer capita Such countries are for example
Great Britain and Sweden, they both refrained fratopting Euro as
their currency. In the long perspective the twontdas showed better
potential of real GDP growth (2012-2015), than Gamgnor Austria. The
‘running-up’ countries such as Poland, Romaniazedh Republic (with
the exception of Hungary) enjoyed even bigger ayeannual real GDP
growth than Great Britain and Sweden. It leads toreclusion that the
main factor that determines high potential of gtowt a given economy
is arelatively low level of its development at thtart, and membership
in the Euro area is of secondary importance herproaf which may
support this thesis is the fact that Slovakia, Whas been a member of
EA since 2009, showed exactly the same averageahmeal GDP
growth as Poland which, till this day, retainsneional currency. Thus
in the discussed area one may formulate the follgwbnclusions:

* highly developed countries (GB, Sweden) which retdi their
national currencies in the long-term perspectivewsbetter potential
of their real GDP growth than countries which bglda the EA from
its very beginning (Germany, Austria);

* in general refraining from adoption of Euro did nmhmunise
countries against shocks of recession — all nomEountries noted
a decrease in real GDP dynamics (with only one gti@e — Poland);

e it is not arule that retaining the national cumgnn the long-term
guarantees high increase in real GDP growth as cedhe example
of Poland and Slovakia (high dynamics of GDP grQwahd Great
Britain and Hungary (low dynamics of GDP growth).

1.4.Costs of entering into the Euro area

Adoption of new solutions in economy always entadstain, widely
understood costs of their implementation. That s/ Wt is vital to ask
a question whether the first twelve countries thddpted Euro as their
currency indeed paid the price in the form of slowd of their real GDP
growth. The answer to this question is presentdchage 4.
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Image 4. Real GDP Dynamics in selected countries &he first twelve” of EA
(1997=100) current prices
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Source: own calculations based on Eurostat datay.whitp://ec.europa.eu/eurostat/
data/database (access 01/05/2016).

The graph above shows that adoption of Euro hadnsiderable
impact on the economic growth of the first twehftemthe year 2000.
Introduction of Euro currency in non-cash transawias of 1 January
1999 did not bring about ad hoc effects in the ghoaf GDP of EU
member states. On the contrary, it can be statedGIDP in terms of
current process went up. However, already in thee 000 in most of
the countriesslowdown in GDP growth was observed. Real GDP
growth also decelerated as current prices weniTbp. second wave of
impact on the economic growth of monetary unionntoes came on 1st
of July 2002 when the national currencies weremately discontinued
and replaced by cash Euro. After 2002 further stowd of growth
calculated in GDP current prices was observed inomta of EU
countries. In 2003 in Germany the slowdown was tedinn absolute
terms which means that taking into account inflaity push the drop in
real GDP was even more dramatic. The exception fitws rule were
Greece and Spain that later, in times of finanmisis suffered the most.

Summing up this part it can be claimed that enttg the monetary
union meant for many countries a slowdown in th@DP growth. In
case of Slovakia and Estonia a similar phenomeraon lie observed
(Image 2).
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2. Efficiency of mechanism of national currency protetion
2.1. GDP versus dynamics of local currency exchange rate

In the environment where national currencies areoperation,
a natural protection against asymmetric shocks,op th demand for
domestic production, is weakening the nationalenoy’'s exchange rate
against currencies of other countries or other enay areds This
protective mechanism counteracts GDP falls resplfrom demand
shocks. Data necessary for assessment of usefudhésis mechanisms
are presented in Image 5.

As it is widely known, in 2008 the European Unian awhole as
well as majority of its countries experienced cdesable decreases in
their real GDPs — as results from the top sectioimage 5. As the base
year for calculations the author assumed the y8860.2The same year
was assumed in evaluation of changeability of emgbaates of national
currencies (apart from Slovakia and Romania forcWwhtountries the
base years were 2003 and 2007 respecfivdtywas possible to evaluate
real strengthening or weakening of currency of v@gi country to
a reference point of the base rate of the year Z000 € expressed in
national currency). The bigger deviation of a naiocurrency upwards
from the base value of 100 the bigger its deprieriaib Euro. Image 5

4 According to the classical theory of optimum cuoag areas, exchange rate of
a national currency reacting to changes in econ@nigronment is a vital element of
asymmetric shocks absorption. It means that fluiina of a real exchange rate reflect
the existence of the shocks and extent of theitraksation. (See for example: Mundell
R. A.,1961:A Theory of Optimum Currency Area8merican Economic Review, 51
(4), pp. 651-656). It should not be overlooked hesvethat these mechanisms have
their limitations: if an economy relies on imporf esources weakening of the
exchange rate will alleviate the demand shock asaites the export offer cheaper but
at the same time it makes import more expensivg. (@els) and production less
profitable. Moreover, contemporary currency markats closely interconnected and
investors on these markets rely mainly on techracallysis. Hence, the exchange rates
are more and more a derivative of specific situegtion currency markets rather than
changes in the real sphere (see for instance: Bev@ P. (2000)Exchange Rates in
Search of Fundamentals: The Case of Euro-DollaeR@EPR Discussion Paper, 2575;
Canzonerii M.B, Valles J., Vinals J. (1997he Exchange Rates as an Instrument of
Macroeconomic Adjustment: Empirical Evidence andlefRence for European
Monetary Union Banco de Espana, Economic Bulletin, pp. 61-68.

Due to lack of access to earlier data.
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shows the efficiency of the protective mechanisrthanstudied period. It
shows fluctuations of GDP and changeability of ovadi currencies to
Euro in the same period.

Image 5. Dynamics of GDP in selected EU countriesnd Dynamics of exchange
rates of national currencies of selected countrigs Euro.
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Source: own calculations based on data on GDP dygsdBurostat, www.
http://ec.europa.eu/eurostat/data/database (abd#35/2016) - exchange rates as of 31
December of the examined year — according to P@8isttistical Yearbooks, currency
calculator http://www.money.pl/pieniadze/kalkuldtand Poland 1989 - 2014, Central
Statistical Office, Warszawa 2015, p. 16-1Slovakia— since 2009 in the Eurozone —
since 2009 dynamics of national currency = 100.
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Image 5 shows that British Pound reacted in thet d@smatic way
with respect to its GDP decrease. The exchangeofa&BP to Euro fell
by 50 percentage points when compared with the @&6. This
however, did not stop the British average annual GDP growth from
slowing down by 5 percentage points. Similar sitratcould be
observed in Sweden. Consistent depreciation ofomnali currency,
though not as dramatic as in case of GB and Swesdas,0observed in
Romania and Hungary. On the other hand, in Slovakid Czech
Republic the opposite processes took place: therencies strengthened
in the year before the crisis.

Poland was the only European country with its maticurrency still
in operation which experienced stable GDP growt2@08 when the
foreign currency was depreciated. However, takingp iaccount the
situation in other European countries it does rifar sufficient grounds
for a statement that the mechanism of protectiomaifonal currency
against external shock is equally effective incalhditions.

Looking at the above graphs it cannot be infertet the exchange
rate mechanism is a sufficient tool for protectairthe economy against
external shocks. The reasons for this may be faonspecific factors
conditioning the decrease of GDP dynamics, conatiepreciation of
comparable currencies and the level of opennesedftudied economy.
Also increased mobility of flows on financial mat&ehelps to reflect
genuine current situation on the market not theasion in the real
sphere.

It is worth mentioning that resistance to extestalcks depends also
on income and price flexibility of world demand #xported goods, and,
from the perspective of the exporter, on matetiaicsure of demand.

2.2.0peness of the economy — demand for export

It seems that full explanation of the phenomenothefresistance of
economy to external shocks can be found somewHhsee @ne of the
channels transmitting such shocks is dependenaeotintry’s economy
on external demand i.e. demand for export. Thel lefvthis dependence
is measured by the share of export value in theevaf GDP of that
country. Image 6 contains comparison of sharesxpbi in national
GDPs on the example of Germany, Poland and Slovakia

6 Comparable data available for analysis since 2011.
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As it can be seen the share of export in GDP ie cddPoland and
Germany in the studied period (2008) was similad amounted to
33,8% and 38,4% respectively. In Slovakia this shaas considerably
bigger in the same year (71,02%Mence, the thesis about the impact of
openness of the economy on efficiency of the cuyeprotection
mechanism is confirmed. However, in the period 008 the Slovak
crown was getting stronger what would suggest that protective
mechanism was not working or was under the infleesicthe situation
on financial markets which to some extent resuftedn the fact that
Slovakia was due to enter the Euro area.

Image 6. Share of export in GDP of Poland, Slovakiand Germany.
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Source: own calculations based dBians ptatniczy Polska w latach 1994-2013
http://www.nbp.pl/home.aspx?f=/statystyka/bilanatpiczy/bilansplatniczy_r-
BPM5.html; Table of most important macroeconomidid¢ators in Slovakia. The
Embassy of the Republic of Poland in Bratislavdadibtained from Slovakian Central
Statistical Office, the National Bank of Slovakiadathe Slovakian Ministry of Finance.
http://www.bratyslawa.msz.gov.pl/pl/wspolpraca_dtsisna/wspolpraca_gospodarcza
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nel=www; Die Deutsche Zalungsbilanz fur das Jah89]19Deutsche Bundesbank,
Monatsbericht March 2000; Die Deutsche Zalungshilam das Jahr 2002, Deutsche

See: The Ministry of the Economy of the Republic Bbland, Trade and
Investment Section of Polish Embassy in the Republof Slovakia.
rig.katowice.pl/files/Stowacja.docx (access 05/0Q8/).
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Bundesbank, Monatsbericht March 2003; Die DeutsZhkingsbilanz fur das Jahr
2004, Deutsche Bundesbank, Monatsbericht March ;2D@5 Deutsche Zalungsbilanz
fur das Jahr 2007, Deutsche Bundesbank, Monatéibevlarch 2008; Die Deutsche
Zalungsbilanz fur das Jahr 2010, Deutsche Bundé&shdonatsbericht March 2011;
Die Deutsche Zalungsbilanz fur das Jahr 2011, Raet8undesbank, Monatsbericht
March 2012; Die Deutsche Zalungsbilanz fur das Zii3, Deutsche Bundesbank,
Monatsbericht March 2014; Die Deutsche Zalungshilamdas Jahr 2014, Deutsche
Bundesbank, Monatsbericht March 2015.

Looking from another perspective though, low shafeexport in
British GDP (25,8%) and sharp depreciation of the British Pound in
2008 (Image 5) seem to support the thesis thagpribiective mechanism
was inefficient in this particular case.

3. Resistance to endogenic sources of over-productiamises in the
Euro area

The main reason for over-production crisis is one ohand
accumulation of savings which may not be transfatimeglobal demand
and, on the other, mandatory investment in stacksuch situation the
economy is unable to purchase the goods it manufsdtt

In order to dispose of the problem it is necesdaryexport the
surplus of over-production. Then the exporting d¢ourgets positive
foreign trade balance. At the same time howevercthuntry must assure
foreign residents financing for the purchase ofdgoavhich constitute
positive export-import balance. To this aim theseainumber of tools
such as paid transfer of savings abroad in the fofroans granted to
foreign residents, purchase of proprietary rightsl é&aws e.g. bonds,
licenses, permits, concessions and other lawsdimduproprietary rights
to land, manufacturing facilities etc.

Such activities are included in the payment balambe item export-
import balance is entered in the current accounlevdavings transfer for
the disposal of foreign residents is entered infithencial account. From
this perspective it would be interesting to takeloser look at these
figures in selected EU countries (Image 7). Theplgrahows that the
mechanism of over-production is successfully applig Germany. Over
13 years of existence of monetary union Germanybldauits positive

8 See: Statistical Yearbook of the Republic of Pdl&015, year LXXV Warszawa,
p. 885.
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foreign trade balance with respect to GDP i.e. GBport. It certainly
was made easier thanks to the removal of curren@hamge rate
mechanism within the monetary union. Nowadays (2@i& share of EU
member states in German export is as high as®66%the first two
quarters of 2015 half of export volume went to Efecountries’.

Image 7. Share of export-import balance in GDP (Paihd and Germany)
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http://ec.europa.eu/eurostat/data/database (a€dg¢85/2016) Bilans ptatniczy Polska
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bilansplatniczy_r-BPM5.html; (Access 04/05/2015gMeutsche Zalungsbilanz fur das
Jahr 1999, Deutsche Bundesbank, Monatsbericht Ma6B0; Die Deutsche

Zalungsbilanz fur das Jahr 2002, Deutsche Bundé&shdonatsbericht March 2003;

Die Deutsche Zalungsbilanz fur das Jahr 2004, Rbeet8Bundesbank, Monatsbericht
March 2005; Die Deutsche Zalungsbilanz fur das 247, Deutsche Bundesbank,
Monatsbericht March 2008; Die Deutsche Zalungshilam das Jahr 2010, Deutsche
Bundesbank, Monatsbericht March 2011; Die DeutsZhkingsbilanz fur das Jahr
2011, Deutsche Bundesbank, Monatsbericht March ;2D& Deutsche Zalungsbilanz
fur das Jahr 2013, Deutsche Bundesbank, Monatéibevlarch 2014; Die Deutsche
Zalungsbilanz furdas Jahr 2014, Deutsche Bundestémkatsbericht March 2015.

9 http://www.informatorekonomiczny.msz.gov.pl/pl/epa/niemcy/ ministerstwo spraw
zagranicznych (access 13/11/2016).
Dnttp://www.bankier.pl/wiadomosc/Rekordowe-wynikiemieckiego-handlu-
7277308.html
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Thus, an important question arisédsw a country with ‘negative
export-import balance year after year is goingpty for the import
surplus over its own export? There is a numberobft®ns to do so but
the most important one t® acquire rights to obtain revenues on the
importer’s territory. It is reflected in ‘financial flows’ in financial
account of payment balance, this position alsauthes foreign direct and
portfolio investments. In case of positive balamdedirect investment
account, foreign residents invest more in the aguihtan local residents
abroad: there is an inflow of aggregated foreigninggs to the country.
When the balance of direct investment is negatieesituation is reverse.
Changeability of financial flow balances on the raxée of Poland and
Germany is presented in Image 8.

Image 8. Poland and Germany — share of flows in fancial account in GDP
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http://ec.europa.eu/eurostat/data/database (a€d¢85/2016); Bilans ptatniczy Polska
w latach  1994-2013.  http://www.nbp.pl/lhome.aspx§&tlstyka/bilans_platniczy/
bilansplatniczy_r-BPM5.html; (access 04/05/ 201B)e Deutsche Zalungsbilanz fur
das Jahr 1999, Deutsche Bundesbank, Monatsbericrchvi2000; Die Deutsche
Zalungsbilanz fur das Jahr 2002, Deutsche Bundé&shdonatsbericht March 2003;
Die Deutsche Zalungsbilanz fur das Jahr 2004, Reet8undesbank, Monatsbericht
March 2005; Die Deutsche Zalungsbilanz fur das Zdl47, Deutsche Bundesbank,
Monatsbericht March 2008; Die Deutsche Zalungshilam das Jahr 2010, Deutsche
Bundesbank, Monatsbericht March 2011; Die DeutsZhkingsbilanz fur das Jahr
2011, Deutsche Bundesbank, Monatsbericht March ;2D Deutsche Zalungsbilanz
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fur das Jahr 2013, Deutsche Bundesbank, Monat$ibeviarch 2014; Die Deutsche
Zalungsbilanz furdas Jahr 2014, Deutsche Bundestémkatsbericht March 2015.

Image 8 indicates that before creation of the mnanyetunion
Germany saw per saldoinflow of foreign capital (balance of financial
flows was positive and amounted to 1,7% GDP). Tilew of savings
to Germany facilitated accumulation of undevelopeskrves of savings
generated in this country. At the moment theserveseare invested
abroad and their outflow reaches 9% of GDP. It bsiaus that such
situation is only possible thanks to considerabdéenand for German
investments and loans, and especially loans far riretter. The credit
granted by German residents amounted to 90% ohdiah flows in
payment balance of Germany (2007); in the two-ypesiod 2012-2013 it
was about 40-20%

Introduction of common currency meant the removél toe
protective mechanism in the export-import area (@eption of national
currency leads to increase of export and reducesritn But it must not
be overlooked that such protection of exchangelraseapplication in the
realm loans granted in foreign currencies. Deptixiaof the borrower’s
currency makes the loan much more expensive. Sigildepreciation of
importer's currency makes import uneconomical. & i very
unfavourable situation for a country with considdeasurplus of export
over import e.g. Germany whose economy before tieation of the
Euro area felt strongly any limitations in tradeldoae as well as in
demand for loans financing the purchased goods. démeand decides
about the level of development of surpluses of &a@tal. It should also
be highlighted that at the moment Germany is inspssion of
a considerable excess of free capital thus the topus determined to
locate this excess in foreign investments. Suclssure sometimes
translates into high risk investment decisions. gkding to information
found on the website www. Forsal.pl, the Germanitute of Economic
Research (DIW) established that in the period 20062 German
companies lost more than 600 billion Etfroin failed foreign

1 Own calculations based on: Die Deutsche Zalunasbifur das Jahr 2007, Deutsche
Bundesbank, Monatsbericht March 2008 and Die Déetstalungsbilanz fur das Jahr
2013, Deutsche Bundesbank, Monatsbericht March.2014

12 See: http:/fforsal.pl/artykuly/715631,niemcy-mistieudanych-inwestycji-zagrani-
cznych.html (access 13/11/2016).
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investments. It means that statistically each Garrhausehold lost
15.000 Euro which is an equivalent of ¥4 of the @raf a luxury car
Porsche Cayenhé

Poland seems to be in an opposite situation. Wighaipppearance of
the Euro area the balance of direct foreign invests in Poland
lowered, then rose to reach a stable level of 3ub%e period of 2002-
2006 (Image 8). Foreign investments in Poland read¢heir peak in the
times of crisis as at that moment Poland appeavetlet a low risk
country. In such favourable conditions it was poigsito finance the
surplus of import over export. Initially Poland waseading importer of
foreign capital (maximum balance of financial flovesached 8,8% GDP
in the studied period) but in 2013 the ratio wemvd to 0,8% PKB. The
sustainable export-import balance (0,7% of GDP)icatgs healthy
condition of Polish economy in 2013 as regardsmagonal flows. From
a subordinate position Poland has become an eqaalnep in
international trade and financial flows.

Conclusions

Reassuming the above deliberations one may formalaumber of
conclusions. Between 2003 and 2015 most of the TBvglve’ monetary
union countries showed similar average annual @3P growth. At the
end of the day the best performers in this respeet Germany and
Austria. Spain has started to overcome the effettsecession after
a continuous fall in real GDP in the period 2008-20In Greece the
crisis brought about a dramatic fall of real GDR 80 percentage points)
to freeze at the level of 85% of the result achiene2003. In Italy yet
another situation could be observed — the initralgh was stopped at
the level slightly above the figure achieved in 20Bxamination of such
diversified situation in particular countries didtrallow the author to
formulate a premise that entry into the Euro aress va factor that
stimulated spreading of the crisis. However, iiisharacteristic feature
that average annual real GDP growth in the monetsnigpn area is
always lower than identical ratio for all membefsh® European Union.

Countries which entered the Euro area before, duaimd after the
global recession were hit by the crisis to simiéatent as far as their
GDP is concerned. For Slovenia joining the Euraareant the fall of

Bbidem.
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its real GDP. Malta’s entry into EA in 2008 seemedhave no impact at
all on its GDP. In Estonia and Latvia which at thate still had their
national currencies in operation the fall in redd®was also observed.
When Slovakia and Estonia adopted Euro after th&scit did not
provoke any fall in their real GDP in contrast t608 when the two
countries experienced a serious fall. Neverthelbssh Slovakia and
Estonia saw a considerable slow down of GDP graifidr they adopted
Euro.

In case of all members of the monetary union (trst fwelve and
the rest) regardless of the economic situationurope and in the world,
right after the entry of the country into the commmurrency area at least
a slowdown in real GDP growth could be observede @may then
conclude that in the studied period slowdown in k&l GDP was the
price countries had to pay for becoming the mendiethe common
currency area.

Moreover, the study has shown the developed casitsuch as
Great Britain and Sweden which retained their maticcurrency, in the
long perspective saw better potential of real GB&®Mh than Germany
or Austria. In general, however, keeping the natiaturrency and the
possibility to apply the protective mechanism diot mmmunise EU
countries against external shocks. All countriessept Poland, noted
some kind of real GDP growth slowdown. It is alsot @ rule that
retaining national currency guarantees fast groeftlieal GDP in the
long-term what can be seen on the example of P@daddSlovakia (high
dynamics of real GDP growth) versus Great Britamal &lungary (low
dynamics of real GDP growth).

The mechanism of protecting exchange rate agaiistr&al shock
does not work in all economic conditions and itre@nbe compensated
by other factors such as decrease in exchange ddtaoncurrent
currencies, the extent of openness of agiven engnancreased
mobility of flows on financial markets as well dsetextent of income
and price flexibility of world demand for goods the international
turnover. Introduction of a common currency removles protective
mechanisms in the export-import area but not dméyd. It results in the
growth of export of highly developed countries whiare able to
manufacture products which are at the same timerbet quality and
less expensive. Common currency also creates betteditions for
development of surplus capital by means of gramtmage credits for the
purchase of these goods
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