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This study discusses the potential effects of the COVID-19 crisis on the finances of households
in Austria. Different individuals and households have been exposed to the crisis in very differ-
ent ways and to varying degrees. In the first part of this study, we discuss different types of
households and different channels through which the COVID-19 crisis may affect households’
financial situation. The second part of the study uses data from the Austrian Corona Panel
Project (ACPP) carried out by the University of Vienna as well as data from the Eurosystem
Household Finance and Consumption Survey (HFCS) for Austria to analyze (potential) impacts
of the crisis. We find that those households who had already found themselves in a difficult
social, economic and financial situation before the COVID-19 crisis were the ones suffering the
largest income losses (e.g. low-income households or households with an unemployed reference
person).
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The COVID-19 crisis started as a health crisis and remains a health crisis. Thus,
the end of COVID-19 will depend on healthcare solutions, i.e. a vaccine and/or
effective treatment. However, the coronavirus (SARS-CoV-2) that causes the
COVID-19 disease has also had economic and financial effects, basically through
the following two channels: First and foremost, individuals might contract
COVID-19 and become contagious, which interferes with usual life activities.
They can no longer take care of their children, nor of others in need of care. They
can no longer go to work, and they have to restrict their social life to get healthy
and/or to protect others. Second, governments have imposed various restrictions
to stop the spread of the disease, to save lives and to prevent the health systems
from collapsing under the pressure of COVID-19. Moreover, both channels have
also had an impact on individuals’ expectations not only of their private lives but
also as managers and owners of companies. This, in turn, has led to a change in
behavior, i.e. people have aligned their behavior with their expectations, which
have mostly been accompanied by increased uncertainty about the future state of
the world.

Taken together, the effects caused by the coronavirus pandemic amount to a
huge negative shock. The latter has already led to lower (than before) income for
some households, as will be explained in more detail later on, and will lead to
lower income (relative to a potential trajectory if it were not for the COVID-19
crisis) for most households. Households must deal with lower income and their
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ability to cope with this situation depends on their financial resources. The latter
consist of households’ private financial wealth, income and potential public trans-
fers. Also, the possibility of having access to private financial resources of relatives
and friends can play an important role.

To understand which households have been affected in what way and in line
with the debate on possibly rising inequalities due to COVID-19 (see e.g. Schnabel,
2020), it is important to analyze income changes beyond the national aggregate,
which reflects an income-weighted mean of changes at the household level.
Furthermore, economic expectations at the firm, household and individual level
are formed based on the corresponding income trajectories and not only based on
the trajectory of aggregate developments. Therefore, to analyze houscholds’
economic expectations and behavioral changes in response to the crisis, we need
to take into account the disaggregated level of the economy.

The problems that households face and the speed of economic recovery once
the health crisis is over are closely related to how well households can cope with
this shock and how much economic, social and human capital has been destroyed
or has simply not been created. We take the above-mentioned microeconomic,
empirical perspective and ask which households are affected by the COVID-19
crisis and in what way. Moreover, we look at how financially resilient households
are in weathering the crisis.

The remainder of this study is structured as follows. Section 1 introduces the
two datasets we use. In section 2, we describe houscholds in Austria from the
perspective of the potential channels through which they are affected by the
COVID-19 crisis, before characterizing their financial resilience to the crisis in
section 3. In section 4, we analyze and hypothesize about actual financial develop-
ments during the pandemic, putting an emphasis on households” consumption and
savings preferences. Section 5 discusses the problem of household finances in times
of crisis from a more general point of view and concludes.

1 Data

To analyze the impact COVID-19 has had on Austrian houscholds to date, we use
data from the Austrian Corona Panel Project (ACPP) carried out by the University
of Vienna (Kittel et al., 2020a). Starting at the end of March 2020, the project has
generated panel survey data recording the social, political and economic impacts of
the COVID-19 crisis on the Austrian population. Particular attention has been
paid to changes over the course of the crisis with the aim of answering questions
such as: (i) what psychosocial consequences have the lockdown periods had; (ii)
what effects have the relaxations of lockdown measures had on people’s risk
assessments, behavior and consumption patterns and (iii) according to the Austrian
population, how should the government deal with coronavirus. In the panel sur-
vey, around 1,500 people over the age of 14 living in Austria were surveyed ini-
tially on a weekly basis (from March to June), then on a bi-weekly basis (from June
to July) and finally on a monthly basis (from July onward). Respondents were in-
vited to participate in the survey using a commercial online access panel provided
by Marketagent and a quota sampling procedure. To ensure that the results are
representative of the Austrian population, the data are weighted by gender, age,
level of education and region. In the case of incomplete surveys, we apply pairwise
deletion of missing values. For details on sampling, representativeness, weighting
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and data access, see Kittel et al. (2020b). For the survey questions of the variables
used in this study, see the annex.

In addition to data from the ACPP, we use data from the third wave of the Eu-
rosystem Household Finance and Consumption Survey (HFCS) for Austria to ex-
amine several aspects of households in Austria. The HFCS is a euro area-wide
project that gathers information on household balance sheets including detailed
measurements of wealth and income along with a rich set of socio-economic vari-
ables. The unit of observation is the household. The HFCS data have been used
extensively by the Eurosystem, international organizations such as the OECD and
the IMF as well as numerous academic researchers for a large variety of topics.
They are gathered using the highest quality standards in terms of sampling, weight-
ing and multiple imputations. For the corresponding first results report of the
third wave, see Fessler et al. (2018), and for the methodological report including
the HFCS questionnaire, see Albacete et al. (2018) as well as the online appendix
available at www.hfcs.at.? The third wave (2017) of the HFCS gives us a clear and
concise picture of the financial situation of households in Austria before the
COVID-19 crisis. As the distributions of income, wealth and debt were very stable
in Austria between 2010 and 2017, we assume that the 2017 data describe quite
well households’ financial situation in 2020 before the COVID-19 crisis. The
fourth wave, which should have been carried out during the first half of 2020, was
postponed due to the crisis. To still be able to analyze its impact, we therefore use
additional data provided by the ACPP.

Both datasets allow us to simulate the potential financial impact of the corona-
virus crisis on Austrian households, with the ACPP data providing an input for the
assumptions needed for the simulations based on HFCS data on household balance
sheets and characteristics. Hence, we integrate the information obtained from
both datasets to enrich the analysis of the impact resulting from the COVID-19
crisis (for more details, see section 3).

2 Who is affected and in what way?

To better understand how individuals are affected financially by the COVID-19
crisis, it is advisable to take the household perspective, as the household is the
economic unit in which individuals share most of their financial resources. It is
crucial to know on how many sources of income household members rely and what
types of income they receive, as the latter go hand in hand with the actual risks
brought about by this crisis. For example, a household consisting of a single mother
and her child who rent their home and whose household income only consists of
the income the mother earns as a waitress and the child allowance the child receives
from the state is at a higher risk than a household consisting of a retired couple who
live in their own home. While the mother can lose her job and with that most of
the household income, the retired couple will continue to receive their pensions.
While the mother has to pay rent and may even be at risk of losing her home, the
retired couple owns their home and receives imputed rent in the form of non-cash
capital gains. On top of that, the mother may have to pay for childcare or may even
have to stop working if childcare facilities are closed due to COVID-19. Such
examples illustrate in what ways one household can be more exposed and/or less

2" For international results, see ECB (2020a) and ECB (2020b).
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resilient to the COVID-19 shock than another household. In what follows, we
demonstrate the heterogeneity in exposure to different channels of the shock by
shedding light on the variety of household structures and the level of exposure that
comes with the shock.

If a household member is infected with the coronavirus, transmission of the
virus to other household members is possible, if not likely, and self-quarantine
measures are imposed. In such cases, the size of living space is even more import-
ant. Chart 1 shows the living space in square meters per household member broken
down by household structure and province. On average, larger households with
children as well as single parents have less than half the space per household
member compared to single households. Moreover, households living in densely
populated areas like Vienna have less living space per household member than
those living in areas with low population density like the province of Burgenland.
Hence, the severity of potential quarantine measures is strongly related to the
region houscholds live in as well as household structure.

Table 1 shows the mean number of household members in different age groups
broken down by household size. Almost 40% of Austrian households consist of
only one person, and less than 30% consist of more than two persons. Less than
every fifth household has children below the age of 16. Most children live in larger
households with four or more household members. Living alone potentially comes

Chart 1
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Table 1

Household structure by household size and age

Share ‘ Average number of persons aged... % of households with persons aged...
% 16 or ‘ 16t0 25 | 25 0r ‘ Total 16 or ‘ 16t0 25 | 25 0r ‘ Total
below over below over
1 person 370 0.00 0.06 094 1.0 0.0 64 93.6 100
2 persons 351 0.04 014 1.82 2.0 20 6.8 91.2 100
3 persons 12.7 0.57 043 2.00 3.0 191 14.3 66.6 100
4 persons 9.6 1.28 0.57 215 4.0 319 14.3 53.7 100
5 or more persons 5.6 198 092 245 53 37.0 17.2 45.7 100

Source: HFCS Austria 2017, OeNB.

— together with psychological hardship® — with a large impact resulting from a
shock on household income, particularly if people lose their job.

In table 2, Austrian housecholds are grouped into categories relative to the
national median equivalized net income.* 10% of Austrian households have an
income below 60% of the median equivalized net income, a threshold commonly
used to determine whether a household lives in poverty. Households with an
equivalized income above 60% but below 100% of median income are almost
equally distributed between the category with an equivalized income of 60% to
80% of median income (19% of households) and that with an equivalized income
of 80% to 100% of median income (about 21% of houscholds). The income
distribution is more skewed above the median, with almost 37% of households
having an equivalized income between 100% and 150% of median income, but
only 3.5% of households having an equivalized income of more than 200% of
median income. Lower-income households are somewhat smaller in size and have
far fewer household members in active employment. Moreover, they are more
likely to be tenants who do not own their home. While some 56% of households
who are in the lowest income category (classed as households in poverty) rent their
home, only about 31% rent in the highest income category. Net wealth is also
related positively to income, as is financial wealth. Tenants have much less median
financial wealth than homeowners. Thus, financial wealth and real wealth are,
overall, complements and not substitutes. We selected these variables for a reason.
During the COVID-19 pandemic, many households have experienced income
shocks. As capital income and public transfers proved more resilient to the
COVID-19 crisis than labor income, the probability of houscholds being hit by
additional income shocks was higher the more household members were employed
(including self-employed). Given similar household income and household size, it
also matters for households whether they have to pay rent from their income or
whether they generate non-cash income (imputed rent) as owner-occupiers instead.
Financial wealth also plays a role in how well households weather periods of poten-
tially lower income. While households with lower equivalized income are smaller
in size and have fewer employed household members and are therefore less likely
to be hit by an income shock due to the COVID-19 crisis, they more often rent

? See, for example, Stolz et al. (2020).
* We use the (new) OECD scale.
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Table 2

Household characteristics by equivalized net income categories in % of median income

Share Household Employed Tenants Net wealth Financial wealth | Financial wealth
members household (tenants only)
members
% of households | Mean (number) | Mean (number) | % of households | Median Median Median
(EUR thousand) | (EUR thousand) | (EUR thousand)

below 60% of median 10.0 19 04 564 8.0 2.5 1.0
60% to below 80% 19.0 21 0.8 56.0 19.0 6.3 4.2
80% to below 100% 212 22 1.0 45.5 80.0 12.9 8.2
100% to below 150% 36.8 2.2 1.2 43.8 136.2 209 15.0
150% to below 200% 9.5 2.0 1.3 391 2383 38.8 322
200% or more 35 21 14 30.5 514.6 92.7 759

Source: HFCS Austria 2017, OeNB.

their main residence and pay for it from their income. Furthermore, low-income
households hold less financial wealth than households in the same income category
who own their home, which reduces their ability to compensate for losses in
income by using their savings. On top of that, tenants tend to suffer more from
lockdown restrictions, as their main residence usually is an apartment which less
often includes direct access to a garden, terrace, balcony or other outdoor space.
In sum, tenants seem to be less well equipped to overcome the COVID-19 crisis
than homeowners.

Table 3 illustrates the composition of annual gross household income, again
broken down by income categories. More specifically, we show the mean value for
each source of income within the income categories, as they sum up to the total
average gross houschold income. One reason for lower household income in lower
equivalized net income categories is, among other things, the fact that fewer house-
hold members are employed.

While all values of the different income sources (except for the one of other
social transfers) rise strongly with equivalized net income in absolute terms, in-
come from pensions and other social transfers plays a less important role in relative
terms the higher the equivalized net income is. Pensions and other public transfers

Table 3

Composition of annual gross household income by equivalized net income categories
in % of median income

Share Labor Pension Other social Capital Total
transfers
% of households| Mean (EUR | % Mean (EUR | % Mean (EUR| % Mean (EUR | % Mean (EUR | %
thousand) thousand) thousand) thousand) thousand)

below 60% of median 10.0 104 (52.5+) 68 (344 +) 22 (1Ma+) 04 (219 19.8  (100)
60% to below 80% 19.0 182 (61.5+4) 89 (301 +) 20 (66+) 05 (1.8=5) 29.6  (100)
80% to below 100% 212 266 (642 +) 123 (298 4) 15 (@54 10 (259 41.5  (100)
100% to below 150% 36.8 40.0 (709 +) 139 (246 +) 12 (22+4) 13 249 56.5 (100)
150% to below 200% 9.5 585 (72.6+) 189 (23.5+) 07 (094 24 (3.0 80.5 (100)
200% or more 35 1269 (784 +) 203 (12.5+4) 07 (054 139 8.6=) 161.8  (100)

Source: HFCS Austria 2017, OeNB.
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serve as a financial buffer for poorer households against potential impacts of the
COVID-19 crisis, as pensions and other public transfers have not (yet) been
exposed to the effects of the crisis. As pensions and other social transfers as a share
of income decrease with household income, the effect of shocks of labor and capital
income of similar size across the income distribution is stronger for those with
higher income.

Looking at the data obtained from the ACPP allows us to gain insights into how
employees were affected by the COVID-19 crisis. Chart 2 shows that during the
first peak of the crisis in mid-April 2020, almost 40% of employed respondents
were working from home. Although this rate has since fallen significantly, about
17% of respondents were still working from home in mid-August. Furthermore,
the high proportion of people on vacation at the beginning of the crisis shows that
taking vacation was one of the strategies to be able to react to the crisis at short
notice. How often this approach was used becomes particularly evident when
comparing the number of employees on vacation in spring with that during popular
vacation times, such as during the summer months, which trails behind the 17%
share of employees on vacation at end-March. Despite the increasing normalization
of everyday life and the easing of several coronavirus restrictions in the summer,
only 60% of respondents surveyed in August stated that their working conditions
were the same as before the coronavirus outbreak (as measured by the proportion
of people who said that they did not experience any unusual working conditions).
This shows that for many employees everyday working life has been heavily
influenced by the crisis, even if government protection programs, such as short-
time working, or Kurzarbeit in German, were less widely used.

Despite better labor market conditions in the summer, respondents’ expecta-
tions of how long the crisis would last (as measured by the time it takes until life in
Austria is back to normal) were still consistently high and have even increased
again since June (see chart 3). By mid-August, over 80% of those questioned
expected that it would take more than six months until Austria would find its way
back to “normality”.

Chart 2
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Source: Austrian Corona Panel Project (ACPP) 2020.
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Chart 3

How long will it take until life gets back to normal?
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As people’s expectations about the duration of the crisis increased and summer
did not bring back regular employment situations and conditions for a significant
share of Austrians, it is crucial to ask how long household finances would last in
case of different types of income disruptions. For this, we turn back to the infor-
mation obtained from the HFCS in the next section.

3 How financially resilient are households to the COVID-19 crisis?

Table 4 identifies financially vulnerable households based on their financial margin,
which we define (following Ampudia et al., 2016) as net income after deducting
basic living costs’, debt service for debtors and net rent (i.e. rent excluding utilities)
for tenants. Austrian households’ median financial margin amounts to around
EUR 900 per month. This is the amount households can spend on additional
consumption (other than basic consumption needs; see footnote 5) or save each
month. It increases strongly with household income, net wealth or the education
level of the houschold reference person.® Households with a particularly low
median financial margin are those composed of a single parent with dependent
children (about EUR 100) or those with an unemployed reference person (about
—EUR 400). The latter is also the group with the highest proportion of households
holding a negative financial margin (78%).

> According to the European Commission (2011) and Ampudia et al. (2016), basic living costs in Austria come to
40% quedian net household income. In addition, the basic living costs are adjusted by the number quembeis
for each household, in line with the new OECD-modified scale.

® The houschold reference person is defined according to the UN/Canberra definition (UNECE, 2011), i.e. this
person is uniquely determined by applying sequentially the following steps: household type (one of the partners in
a de facto or registered marriage with, then without dependent children, lone parent with children, the person

with the highest income, and finally the eldest person).
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Table 4

Vulnerability of households by household characteristics

All
Age
16-34
35-44
45-54
55—64
65-74
75+
Gender
Male
Female
Level of education
Primary education

Lower secondary or second stage of basic education

Upper secondary education
Post-secondary education
Short-cycle tertiary education
Employment status
Employed
Self-employed
Unemployed
Retired
Other
Household structure
Two adults younger than 65 years
Two adults, at least one aged 65 years or over
Three or more adults
Single parent with dependent children
Two adults with one dependent child
Two adults with two dependent children
Two adults with three or more dependent children
Three or more adults with dependent children
One adult, younger than 64 years
One adult, older than 65 years
Gross income
15t quintile
2™ quintile
3 quintile
4t quintile
5% quintile
Net wealth
1¢t quintile
2" quintile
39 quintile
4" quintile
5% quintile
Homeownership status
Owner/free user
Tenant
Province
Vorarlberg
Tyrol
Salzburg
Upper Austria
Carinthia
Styria
Burgenland
Lower Austria
Vienna

Source: HFCS Austria 2017, OeNB.

" Results are suppressed because of too few observations.

Share

% of households

1000 |

151
16.2
20.2
181
16.7
13.6

649
351

0.8
12.0
614

2.0
238

514
69
36

36.6
14

18.3
14.5
5.6
34
74
71
30
3.6
212
15.9

20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0

532
46.8

4.2
8.3
6.3
15.9
6.4
13.8
31
18.9
23.0

Financial margin

Median (EUR
thousand)

09

0.3
0.9
12
141
0.9
0.5

11
04

01
02
0.8
0.0
1.5

1.0
1.8

0.7
-04

1.5
13
24
01
12
12
01
17
0.3
04

01
04
09
1.5
3.0

0.0
0.6
1.0
1.3
20

1.3
0.5

1.2
0.5
0.8
0.9
0.5
0.7
1.2
1.0
0.8

Negative financial
margin

9% of households

| 19.0

313
21.5
15.3
1741
13.5
1741

15.0
263

353
34.8
18.9
14.6
11.0

15.0
15.7
781
172
72.6

11.0
9.
32

434

13.2

16.5

471

137

31.2

211

64.3
18.3
8.6
3.0
0.6

481
17.2
1441
8.8
6.7

11.2
27.8

9.6
28.3
21.2
14.6
23.2
26.7

74
13.8
19.8

Liquid assets

Median (EUR
thousand)

16.8

18.2

237

14.5
22.8

220

23.0

22.8

225

10.8

14.2
20.3
36.2

226
21.5
50.3

18.5
15.6
16.6

16.0
16.3

139 |

6.5
144

189
12.6

17.2
91

9.0
71

129
0.0

0.3
14
4.8
184
50
16.7
17.5
6.1

33
8.5

13
1.2

214
8.3
179

8.0
79

129

Liquid assets-to-
financial margin
ratio

Median (number
of months)

11.6

5.5
9.2
10.8
13.2
154
15.7

12.3
9.5

0.8
6.6
114

13.8

1141
10.2

0.0
15.0
2.7

114
14.8
9.8
0.7
1.8
14.3
39
10.3
6.6
18.2

-0.5
14.6
15.0
139
12.3

0.0
12.2
154
133
231

14.5
77

13.7
15.0
129
14.7

9.0

6.8
10.7
139
104

Notes: Financial margin = monthly net income — debt service — basic living costs — net rent. Liquid assets = deposits + mutual funds + bonds + value of non self-employment private

businesses + publicly traded shares + managed accounts.
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Table 4 furthermore shows the amount of liquid assets” held by the households.
Households’ median liquid assets amount to about EUR 14,000. Households with
higher financial margins tend to have higher amounts of liquid assets, with the
median financial margin of homeowners being almost three times higher than that
of tenants (EUR 1,250 vs. EUR 450) and their liquid assets being almost three
times higher, too (EUR 21,000 vs. EUR 8,000). However, there are also excep-
tions to the positive correlation between financial margins and liquid assets:
Households composed of two adults with three or more dependent children have a
relatively low median financial margin but a relatively high amount of liquid assets
(EUR 60 vs. EUR 18,000). Finally, in the table, households’ financial margin and
liquid assets are combined into a single ratio to determine the number of months
during which a median household would be able to compensate for potential finan-
cial margin losses by drawing on its liquid assets. As can be seen from the table, the
median household has the financial capacity to compensate for such losses for more
than 11 months. However, there are households who cannot compensate for such
losses at all (e.g. households in the lowest income quintile or those with an unem-
ployed reference person), and there are households who can cope with such losses
for an even a longer period (e.g. households in the highest net wealth quintile or
those with a retired reference person). This finding connects nicely with respon-
dents’ expectations of how long it will take to get back to normal times. It shows
that the median household might be able to compensate for financial losses for a
relatively long time. Focusing on those households who are not able to make up for
losses as a result of the COVID-19 crisis seems warranted.

4 How have households been affected by the COVID-19 crisis?

4.1 Simulation results

To give some indication of the extent to which households have been affected by
the COVID-19 crisis, we extended the microsimulation model by Albacete and
Fessler (2010) and Albacete et al. (2014) to take into account shocks experienced
not only at the level of households but also at the level of household members. The
microsimulation model is based on the third wave of the HFCS.

The information obtained from the ACPP regarding the socio-economic
characteristics (specifically the education level) of employees on short-time work
together with the current short-time and unemployment statistics (across NACE
sectors) compiled by the Public Employment Service Austria (AMS) provide the
input for the simulations based on HFCS data on household balance sheets and
characteristics.

Based on this input, several working household members are simulated to be
cither newly unemployed or on short-time work. While unemployed workers are
chosen randomly according to an unemployment probability distribution estimated
using a logit regression, short-time workers are chosen randomly according to the
parameters coming from the ACPP and AMS data. The final step of the simula-
tions consists in aggregating the household member level to the household level and
it is after this step that it becomes clear whether the losses in income have been
substantial or not and how many households (and household members) have been

7 Liquid assets include deposits, mutual funds, bonds, non-self-employment private businesses, publicly traded shares
and managed accounts.
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Table 5

Microsimulation of the potential impact of shocks on household income

Affected Net household Income loss
households income
Absolute
% of households Mean Mean
(EUR thousand) (EUR thousand)
Baseline scenario: situation before the COVID-19 crisis 0.0 3.2 0.0
Scenario 1: +32 percentage points (short-time workers) and 290 31 04
+5 percentage points (unemployed workers) ' ' '
Scenario 2: identical to scenario 1, but one-third of short-time workers 290 31 09
becomes unemployed ’ ' '

Source: HFCS Austria 2017, OeNB and authors’ calculations.

Relative to house-
hold income

Mean (%)

0.0
19

253

affected. The simulations follow the commonly used Monte Carlo approach, as the
simulation steps are repeated 1,000 times before the means are calculated.

Table 5 shows the simulated potential impact of two COVID-19 scenarios on
household income. In the first scenario, the rate of short-time workers in the total
labor force population increases by 32 percentage points and the unemployment
rate by 5 percentage points. According to the microsimulation model, 29% of
households are affected in some way (placed on short-time work, laid off or both)
in such a scenario which is comparable to the situation observed during the lock-
down in April 2020. Overall, the monthly mean net household income decreases
from EUR 3,200 to EUR 3,100. Among the households affected, the average
income loss amounts to EUR 500 per month or about 12% of household income
before the crisis. In the second scenario, we assume that one-third of the short-
time workers in scenario 1 becomes unemployed in addition to those already
unemployed in scenario 1. Thus, the second scenario shows an extreme situation
that could materialize in Austria in the future and that would lead to average
income losses twice as high as in the previous scenario both in absolute and relative
terms. This is mainly due to unemployment benefits in Austria being lower than
short-time work subsidies (55% vs. 85%?® of income).

Chart 4 shows that the predicted relative income losses differ across house-
holds. For example, tenants suffer relatively large income losses, losing around
28% of their monthly net household income (about EUR 800) on average in the
second scenario. Furthermore, households with a self-employed reference person
suffer above-average relative income losses in the first scenario (—13%), but
below-average relative income losses in the second scenario (—~19%). The reason is

8 Our microsimulation model assumes that the rate of short-time work subsidies comes to §5% of employees’ dispos-
able income. However, in reality, the exact rate of short-time work subsidies depends, on the one hand, on employ-
ees’ income level: It comes to 90% if disposable income is less than EUR 1,700, to 85% if disposable income lies
between EUR 1,700 and EUR 2,685 and to §0% ifdisposable income is higher than EUR 2,865. On the other
hand, the exact rate of subsidies depends on the amount of short-time working hours: The rates listed above only
apply if the amount of short-time working hours is less than 100% of the work time ; otherwise, the rate of short-
time work subsidies would come to 100% of disposable income.
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chert that self-employed workers have

Microsimulation of income losses of affected lower unemployment probabilities
households by household characteristics
% of household income

than other workers (e.g. employ-
ees).

Chart 5 displays the potential
impact of the two COVID-19
scenarios on the distribution of
net household income. We first
divide the household income
distribution into deciles based
on the situation before the
COVID-19 crisis (baseline sce-
nario). Then, after having simu-
lated each of the two COVID-19
scenarios, we compute for each
household its new income and, if
applicable, reassign the house-
hold, according to its new income,
to one of the ten decile groups.
On the one hand, chart 5 shows
> oo 20025 30 that the COVID-19 crisis has led

B Scenario 1 W Scenario 2

Employed reference
person

Self-employed
reference person

Debtors

Tenants

All households

o

to a decrease in the number of
Source: HFCS Austria 2017, OeNB and authors’ calculations. . .

households in the upper income
deciles. For example, the pro-
portion of households in the
highest income group drops from 10% to 8.7% under the first COVID-19 scenario

(and remains stable under the second scenario). On the other hand, the chart shows
that the COVID-19 crisis has caused the number of households in the lower income

Chart 5

Microsimulation of the impact of COVID-19 scenarios on the net household

income distribution
6 7 8 9 10

% of households
14
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Chart 6
Economic expectations of the financial situation by income quintiles
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Source: Austrian Corona Panel Project (ACPP) 2020.
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deciles to increase, especially in the lowest one. The proportion of households in
the lowest income group increases from 10% to 11.2% under the first scenario and
to 12.1% under the second scenario. These results suggest that unemployment
represents a real threat for many households.

Looking again at data from the ACPP, we can see whether these simulations are
also reflected in the financial expectations of Austrian households during the corona-
virus crisis. Chart 6 shows that the largest shares of those expecting a slightly or
much worse financial situation looking three months or one year ahead can be
found in the lowest disposable household income quintile.

In the medium term (i.e. in three months’ time), more respondents expected
to be worse instead of better off. However, economic expectations were not only
negative. In the long term (i.e. in one year’s time), the number of respondents
expecting to be financially better off was nearly as high as the number of those
expecting financial losses. This long-term perspective highlights the high level of
income volatility expected by respondents in the lowest income quintile, as the
share of those expecting income stability in this quintile is smaller than in any of
the other quintiles. When looking at changes over time, we found that the level of
negative expectations decreased slightly between April and June 2020, as the
general economic situation improved during that period.
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Chart 7

Good or bad time to buy home appliances?
% of respondents
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Source: Austrian Corona Panel Project (ACPP) 2020.

4.2 Consumption and saving in times of crisis

Modeling the impact of potential crisis scenarios on household income is only one
part of the analysis in this study. As the crisis distorts income and income expec-
tations of households, which, in turn, are expected to affect households’ consump-
tion and saving behavior, we should also look at the latter two. The ACPP provides
additional information on this topic.

In chart 7, we see that early on in the crisis, a majority of households consid-
ered it a rather bad or very bad time to buy home appliances, which we take as an
example for larger purchases. Over time, this attitude changed to the point where
in August, the share of respondents who thought that it was a rather good or very
good time for such purchases was as high as the share of those who considered it to
be a bad time. A large fraction, however, was still unsure. This increase in
consumer confidence could result from improved labor market conditions in the
summer which stabilized incomes; yet, consumer sentiment could also be affected
by the possibility to go out and do some shopping (i.e. by shutdowns and reopen-
ings). It was only after some time that eased lockdown restrictions allowed
consumers to go to shops and over time, perceived risks associated with shopping
(potential additional health costs due to consumption) decreased (see e.g. Chetty
etal., 2020). Thus, at this point, it remains difficult to isolate the effect of reduced
income expectations on household consumption and consumption intentions.

Unlike consumption, saving money is not within reach of every household.
According to the HFCS, about one-quarter of Austrian households does not save
regularly.” Table 6 shows that these are mainly households with an equivalized net
income below 60% of median income. The unconditional median saving rate
amounts to 8.4% and the unconditional median amount of money saved by

? These households indicate that they can neither save regularly nor do they currently have any outstanding debt to
be serviced.
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Table 6
Household saving rates by age and equivalized net income categories
in % of median income
Share of households able to | Saving amount per month Saving rate
save
% Unconditional median Unconditional median
° (in EUR) (%)
All 750 | 200 | 84
Age
16-34 68.5 159 Al
35-44 773 300 92
45-54 79.6 349 1041
55-64 739 264 79
65-74 75.5 200 7.3
75+ 73.8 150 8.5
Income categories
below 60% of median 64.0 100 59
60% to below 80% 82.0 300 94
80% to below 100% 854 400 11.0
100% to below 150% 91.5 518 134
150% to below 200% 91.5 1,500 211
200% or more 98.7 3,129 220

Source: HFCS Austria 2017, OeNB.

households is around EUR 200 per month. Table 6 also shows that both the amount
saved and the saving rate rise with income. Low-income households need to spend
a higher share of their income on consumption. Therefore, they save less in absolute
terms and relative to their income. While the bottom income group has a median
saving rate of less than 6%, the median saving rate of the top income group amounts
to 22%. The bottom income group saves about EUR 100 per month at the median,
while the top income group saves more than EUR 3,100 per month at the median.

Furthermore, the relationship between both the amount saved and the savin
rate and age is hump-shaped. First, the saving rate increases with the household
reference person’s age up to 54 years or less; second, the rate clearly decreases
afterwards (see table 6). This pattern is consistent with the life cycle hypothesis
(see Modigliani and Brumberg, 1954), which states that individuals seck to smooth
consumption throughout their lifetime by borrowing when their income is low and
saving when their income is high. This would mean low saving rates when individuals
are young, increasing saving rates during middle age and decreasing saving rates
during old age. However, note that, as we look at a cross section of the population,
age patterns have to be interpreted with caution, as they are likely to reflect some
combination of age and cohort effects (which they actually do; see Fessler and
Schiirz, 2017).

To analyze changes in Austrian households’ attitudes toward saving money over
time, we again draw on data from the ACPP 2020. In three ACPP survey waves,
respondents were asked whether they thought that it was a good time to save
money, which allows insights into respondents’ attitudes toward saving shortly after
infection numbers had gone down and employment started to pick up in mid-May,
at the end of June and when infection numbers started to rise again in mid-September.
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Chart 8

Saving preferences by income and age categories
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Source: Austrian Corona Panel Project (ACPP) 2020.

We distinguish between three income groups'® and three age groups. As is shown
in chart 8, respondents’ attitudes toward saving money remain quite stable over
time. Thus, little seems to have changed on average between May and September;
yet, we cannot rule out that attitudes have improved compared to earlier points in
time during the lockdown in April for which we lack comparable data. However,

19 Household income was measured based on ten income categories that roughly resemble Austrian households’ income
deciles. We calculate absolute income using the midpoints of the closed intervals as scores for those categories. The
midpoint of the open-ended top category is extrapolated from the next-to-last category using a formula based on
the Pareto curve (Hout, 2004). Afterwards, we calculate groups relative to the median equivalized net income of
the first ACPP survey wave (EUR 1,650) using the (new) OECD scale.
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one small difference we did observe between income groups was that respondents
in the highest income category exhibited an increasing propensity over time to say
that it was a very good time to save money. This indicates that changes in attitudes
toward saving money over time could be related to income. This pattern becomes
more evident when the highest income category is even more narrowly defined.
However, this comes at the cost of a very low number of cases in this category (not
shown in chart 8).

Similar to the breakdown by income groups, the answer patterns broken down
by age groups also remain quite stable over time, with differences between the
individual age groups being large, however. As can be seen, the share of respon-
dents who thought that it was a rather good time to save money slightly decreased
for the youngest and oldest age group over the three survey waves. Contrary to
that, respondents aged between 35 and 64 were increasingly inclined (between
May and September) to answer that it was a rather good time to save money.

5 Conclusions

This study discussed the potential effects of the COVID-19 crisis on household
finances in Austria. In the first part of this study, we illustrated the heterogeneity
in exposure to different channels of the COVID-19 shock by shedding light on the
variety of household structures and the level of exposure that comes with the
shock. Households with little living space per household member, such as larger
households with children, households with single parents or households living in
densely populated areas like Vienna, are more exposed to disruptions stemmin
from COVID-19. As regards household income, pensions and other public transfers
serve as a financial buffer for poorer households against potential impacts of the
COVID-19 crisis, as pensions and other public transfers have not (yet) been
exposed to the effects of the crisis. As far as households’ financial vulnerability is
concerned, we find that the median household might be able to compensate for
financial losses for a relatively long time by drawing on their liquid assets. This
finding suggests that focusing on those households who are not able to make up for
losses as a result of the COVID-19 crisis, such as single-parent households or those
with unemployed household members, seems warranted.

In the second part of the study, we used data from the Austrian Corona Panel
Project (ACPP) carried out by the University of Vienna as well as data from the
Eurosystem Household Finance and Consumption Survey (HFCS) for Austria to
analyze potential impacts of the crisis. Our analysis suggests that household income
losses averaged about 12% during the lockdown in April 2020; this percentage
would double if one-third of short-time workers became unemployed. Tenants are
among those suffering in particular from large income losses. Although house-
holds’ attitudes toward consumption were negatively affected at the onset of the
COVID-19 crisis, they have improved over time. However, uncertainties are still
high. Also, saving attitudes are surrounded by high uncertainties, but we find some
weak evidence of increasingly positive attitudes for high-income households over
time.
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Annex: Selected questions, Austrian Corona Panel Project
Chart 2: Employment status

Which of the following aspects apply to your current professional situation? Please
select all answers that apply. (multiple choice)

[ am in home office.

I am reducing hours, in compensatory time-off and on holiday.

I have been dismissed.

[ have an increase of working hours.

[ am on short-time.

I receive unemployment benefits.

I receive money from the hardship fund.

I receive Bridge-Finance-Guarantees.

I get social benefits (minimum income, emergency).

j- No change.

k. No answer.

B om0 a0 TR

o e

Chart 3: How long will it take until life gets back to normal?

What is your estimate: How long will it take until life in Austria returns to normal,
i.e. to the way it was before the crisis? (single mention)

Less than 1 month.

1—2 months.

3—4 months.

5—6 months.

More than 6 months.

Don’t know.

No answer.

0 ™o a0 o

Chart 6: Economic expectations by household income categories

How will the financial situation of your household develop in the future compared
to your current situation? (matrix question)

a. In 3 months.

b. In 12 months.

Matrix labels:

1 = Much better.
2 = A little better.
3 = Same.

4 = A little worse.
5 = Much worse.
Don’t know.

No answer.
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Chart 7: Good or bad time to buy home appliances?

Do you think now is a good or bad time to buy larger housechold items such as
furniture, a refrigerator, a stove, a television and the like? (single mention)

a. 1= Very bad time

b. 2 = Rather bad time

c. 3 = Partly bad/good time

d. 4 = Rather good time

e. 5= Very good time

f. Don’t know.

Chart 8: Saving preferences by income and age categories

Do you think now is a good or bad time for you personally...? (matrix question)
a. to save money or leave it on the account?

Matrix labels:

1 = Very bad time

2 = Rather bad time

3 = Partly bad/good time
4 = Rather good time

5 = Very good time

Don’t know.
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