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— In the first half of 2003, Austrian investors mainly purchased foreign debt
securities denominated in euro.

— Foreign holdings of Austrian debt securities were dominated by large new
purchases as well as losses in the value of securities.

1 Domestic Holdings of Foreign Debt Securities
(Portfolio Assets)

At end-June 2003, Austrian holdings of foreign debt securities came to
EUR 125 billion, which almost exclusively consisted of bonds and notes
(approximately EUR 119 billion). In other words, domestic investors expanded
their holdings of foreign debt securities by about EUR 9 billion compared with
end-2002. This increase is mainly attributable to new purchases, as positive
price effects and adverse exchange rate effects more or less offset each other. In
the first six months of 2003 (except in April), government bond yields declined
both in the U.S.A. and in the euro area. For Austrian investors, positive price
effects resulted above all from securities issued in the euro area. As the U.S.
dollar continued to depreciate against the euro in the first half of 2003, it was
mainly U.S. dollar-denominated issues that recorded adverse exchange rate
effects.

1.1 Breakdown by Investors
As in the past, institutional investors1) were the leading players in portofolio
investment in the first half of 2003. Stocks of foreign debt securities augmented
by more than EUR 5 billion. The Austrian banking system (OeNB and banks)
expanded its corresponding portfolio by about EUR 2 billion, domestic public
entities by some EUR 1.5 billion.
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1 This sector comprises insurance corporations, pension funds and other financial institutions, such as mutual
funds.

Isabel Winkler
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in the First Half of 2003
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1.2 Regional Breakdown
At the end of June 2003, 67% of foreign debt securities held by Austrian
investors had been issued by euro area residents. Securities issued in the euro
area made up the lion�s share of new purchases during the first six months of
2003. In this period, Austrian investors primarily purchased debt securities
issued in France, the Netherlands, Germany and Ireland, while selling bonds
and notes issued in Japan. Apart from securities issued in the euro area, Austrian
investors at mid-year mainly held debt securities issued in the U.S.A. (8%) and
the United Kingdom (4%) as well as bonds and notes issued by residents of the
accession countries1) to the tune of EUR 3.7 billion.

At the end of June 2003, money market instruments issued by euro area
residents accounted for two thirds of foreign money market instruments in
Austrian investors� portfolios and also for the bulk of new purchases by domes-
tic investors. At the same time, they sold or redeemed money market instru-
ments from Denmark, the United Kingdom and Sweden.

Both bonds and notes and short-term debt securities issued in Germany
proved to be most popular with Austrian investors, accounting each for 30% of
investors� holdings.

1.3 Currency Breakdown
At end-2002, euro-denominated debt securities accounted for 77% of debt
securities held by Austrian investors. Thanks to new purchases, they increased
these stocks to some EUR 95 billion (or 80%) in the first half of 2003. Debt
securities denominated in U.S. dollars, the second most important investment
currency, amounted to only one tenth of Austrian investors� holdings.

1 The accession countries include: Cyprus, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta,
Poland, the Slovak Republic and Slovenia.
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In the first six months of 2003, the currency played a key role in Austrians�
investment decisions. This is illustrated by the following cross classification
analysis of the regional and currency allocation of portfolio assets:
— The majority of Austrian investors purchased euro-denominated debt secur-

ities issued by euro area residents; in addition, positive price effects drove up
portfolio holdings.

— Austrian investors also acquired euro-denominated debt securities issued by
non-euro area residents, which also recorded positive price effects.

— They sold, to a moderate extent, debt securities denominated in other
currencies issued by euro area residents, which, however, registered adverse
exchange rate effects.

— They purchased issues denominated in other currencies issued by non-euro
area residents, but these purchases were affected by stronger adverse
exchange rate effects.

2 Foreign Holdings of Austrian Debt Securities
(Portfolio Liabilities)

At year-end 2002, foreign investors held Austrian fixed-income securities
worth EUR 195.5 billion, 97% (EUR 190 billion) of which were debt secur-
ities. In the first half of 2003, they purchased debt securities for another
EUR 17 billion, which is almost double the amount of foreign debt securities
acquired by Austrian investors. Like portfolio assets, portfolio liabilities also
recorded positive price effects. On account of comparatively stronger adverse
exchange rate effects, however, the increase in foreign holdings of debt secur-
ities did not equal new purchases. Thus, foreign holdings of Austrian debt
securities came to EUR 210 billion at the end of June 2003.

2.1 Breakdown by Issuers
Between January and June 2003, foreign investors primarily opted for Austrian
public sector issues and only to a limited extent for domestic bank issues.
Securities issued by the public sector and the banking sector posted positive
price effects in the first half of 2003. Since the foreign currency share of
securities issued by Austrian banks is higher than that of public sector issues,
the negative exchange rate effect was more pronounced in bank issues. At mid-
year 2003, foreign investors held Austrian public sector issues to the tune of
EUR 113 billion and domestic bank issues worth EUR 77 billion. In the latter
case, valuation effects partly offset the quantity effect.

In the first half of 2003, the Vienna stock exchange saw several IPOs1) of
corporate bonds. At the end of June 2003, the outstanding volume of these
newly issued corporate bonds came to EUR 735 million, only 12% of which
were held by foreign investors.

2.2 Currency Breakdown
At year-end 2002, nonresidents had held Austrian debt securities denominated
in euro to the tune of EUR 132 billion. As a result of new purchases and positive

1 The following companies issued new bonds: Bau Holding Strabag AG, Energie Steiermark, FirstInEx Internet
Services AG, Jenbacher AG, O‹BB and OMV.
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price effects in the first half of 2003, foreign investors raised their holdings to
EUR 146 billion. As regards debt securities denominated in other currencies,
Austria�s external liabilities declined. While foreign investors purchased debt
securities, the rise in the euro�s exchange rate led to negative valuation effects
on the stock.

An analysis of the breakdown by currency combined with the breakdown by
issuers of holdings of Austrian debt securities at the end of June 2003 provided
the following picture:
— Foreign investors held public sector issues totaling EUR111 billion, 83% of

which were denominated in euro. An additional 8% of public sector issues
were denominated in U.S. dollars and 6% in Swiss francs.

— At the same time, foreign investors owned long-term bank issues to the
amount of about EUR 73 billion, 59% of which were denominated in euro.
However, 18% were denominated in U.S. dollars and 12% in Swiss francs.

— Foreign investors held debt securities issued by other sectors, mainly by
institutional investors and enterprises, to the tune of approximately
EUR 19 billion. 62% of this amount were denominated in euro and 27%
in Swiss francs.
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Cross-Border Holdings (and Transaction-Based Changes)

of Debt Securities Broken Down by Currency

End-of-period data Transactions

20021) 20032) 20021) 20032)

Q1 Q2 Q3 Q4 Q1 Q2 Q1 Q2 Q3 Q4 Q1 Q2

EUR billion

Domestic holdings (and
transaction-based changes)
of foreign debt securities 102.3 105.0 109.4 116.3 122.7 125.2 11.0 5.0 2.5 3.1 7.0 1.8
Foreign holdings (and
transaction-based changes)
of domestic debt securities 189.5 192.1 197.6 195.5 201.4 209.5 11.8 4.1 1.2 0.9 7.1 9.5

Debt securities issued in euro
by domestic issuers held by
foreign investors total 123.3 128.5 133.5 134.1 140.4 149.4 6.9 3.2 2.2 1.7 6.1 8.1
thereof bonds and notes 121.7 127.1 131.7 132.1 137.5 146.4 6.3 3.4 1.7 1.5 5.3 7.9
by euro area residents held by
domestic investors total 59.3 63.8 67.5 71.0 75.3 79.4 7.9 4.3 2.6 2.3 4.4 2.8
thereof bonds and notes 56.9 60.9 64.7 68.1 71.8 75.5 5.8 3.8 2.6 2.2 3.8 2.6
by non-euro area residents held by
domestic investors total 16.8 16.5 16.8 18.6 20.5 20.4 1.7 �0.1 0.3 1.3 1.7 �0.3
thereof bonds and notes 15.7 15.4 15.7 16.6 18.0 18.8 1.0 �0.1 0.2 0.4 1.2 0.7

Debt securities issued in
other currencies
by domestic issuers held by
foreign investors total 66.2 63.6 64.1 61.4 61.0 60.1 4.9 0.9 �0.9 �0.7 1.0 1.4
thereof bonds and notes 59.0 57.2 58.8 57.7 55.5 56.0 4.7 0.8 0.4 0.4 �0.9 2.8
by euro area residents held by
domestic investors total 4.6 4.3 4.3 4.2 4.7 4.4 0.0 0.1 �0.2 �0.1 0.5 �0.2
thereof bonds and notes 4.4 4.2 4.1 4.1 4.2 4.0 �0.1 0.1 �0.2 0.0 0.2 �0.2
by non-euro area residents held by
domestic investors total 21.6 20.4 20.7 22.6 22.2 21.0 1.4 0.8 �0.2 �0.4 0.4 �0.5
thereof bonds and notes 21.3 19.9 20.3 21.7 21.3 20.4 1.4 0.6 �0.2 �0.4 0.4 �0.2

Source: OeNB.
1) Revised data.
2) Provisional data.
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1 The Role of Households and Enterprises
in Financing Investment

The financial accounts statistics depict the financial assets and liabilities of
Austria�s economic sectors, showing not only the stocks at year-end but also
the transactions and valuation effects over the year.

In Austria households are net creditors, holding more assets than liabilities,
since they use only part of their disposable income for consumption and invest-
ment. Households save the remaining part of disposable income and chiefly
invest in financial assets. Households� net financial wealth is an essential source
of funds made available to the net debtors general government and enterprises
for financing purposes.

2 Financial Investment and Financing of Households
In 2003 households� financial activities were influenced by the following devel-
opments:
— The most recent forecast2) of the Austrian Institute of Economic Research

(WIFO) sees households� disposable income edging up 1.6% and consump-
tion 1.3%, both in real terms.

— The saving rate is expected to climb from 7.4% in 2002 to just below 7.8%
in 2003.3) By comparison, in the weak economic environment of the years
2001 and 2002 households� financial assets expanded less rapidly, as house-
holds kept up their consumption levels by reducing saving rates.

— Share prices have stabilized since spring 2003.
— Real and nominal interest rates are at a record low.

2.1 Financial Investment
Expressed in figures, household investment thus performed as follows:
— In the first half of 2003 financial investment totaled EUR 6.5 billion. By

comparison, in the same period of 2002, Austrians increased their financial
assets by some EUR 5.6 billion, while EUR 12.5 billion of financial invest-
ment were recorded for the full year of 2002.

— The increase of the saving rate in 2003 indicates that financial investment
is also likely to go up, reaching a total of between EUR 13 billion and EUR
14 billion.
The current economic conditions as well as demographic and social develop-

ments have enhanced the role of personal financial provision, in particular for
retirement, which, in turn, has had a positive impact on overall saving. In turn,
the structure of investment has changed significantly over the past few years.
Also, the (favorable) tax treatment of saving instruments plays a rather impor-
tant part in investors� choice of savings vehicle.

1 In the empirical analysis, it is currently the convention in EU Member States to classify nonprofit institutions
serving households (such as trade unions, political parties, churches and private foundations) among house-
holds. This should be born in mind when assessing data on the assets of households. The cutoff date for
financial accounts data was September 30, 2003.

2 WIFO forecast of September 2003.
3 WIFO forecast of September 2003.

Michael Andreasch

Financial Investment and Financing of
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In particular, the following shifts in the investment structure were observed
over time:
— Households have stepped up investment in short-term financial instruments,

especially in bank deposits. All in all, the increase in currency and deposits
in the first half of 2003 came to some EUR 4 billion or two thirds of the
total rise in assets. However, the share of currency and deposits in total
financial assets shrank (1995: 63%; 2003: 56%). Thus, households� financial
assets at domestic banks decreased from 75% in 1995 to 63% in 2003.

— Investment in long-term securities grew at a slower pace, which may be
mainly traceable to persisting uncertainty about capital market develop-
ments.
Among debt securities, bank bonds have attracted investors� interest most.
Over the past few years, tax-advantaged housing bonds, which account for
part of bank bonds, have been playing an increasingly important role for
banks in refinancing through the issuance of debt securities.1) Still, house-
holds cut back their debt security holdings by almost EUR 500 million in the
first half of 2003.
Share purchases in the first six months of 2003 came to approximately EUR
250 million; share acquisition gathered momentum especially in the second
quarter of 2003, when stock markets started to recover.
While in 2000 and 2001, households had bought at least 30% of the volume
of net newly issued mutual fund shares, the share dropped to no more than
5% in 2002; households� interest in this investment vehicle remained rel-
atively subdued in the first half of 2003, when the overall volume of mutual
fund shares on balance grew at a considerably slower pace than in the
previous years.

— Long-term saving, that is the accumulation of financial wealth over a period
of at least five years, is being increasingly influenced by investors� wish or
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1 See also the study �Structural Factors in the Austrian Housing and Real Estate Market� published in the
OeNB�s Focus on Austria 3/2003, pp. 95—111.
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need to create personal financial provisions (for retirement). Investment
plans to this end are offered by financial institutions outside the banking
sector. Over the past few years, households� financial assets at insurance
companies and pension funds have climbed fairly steadily. Money invested in
life insurance plans represents the bulk of personal financial (retirement)
provision. Augmenting by EUR 1.5 billion in the first half of 2003, invest-
ment in life insurance plans accounts for a notable share of some 25% of
households� total financial investment.
These shifts in investment have also resulted in changes in the structure of

households� total financial assets. The growing importance of investment in life
insurance plans and pension funds is a key feature of this development; their
share in households� total financial assets climbed from some 16% in 1995 to
22% recorded on June 30, 2003.

While at 21% the overall share of securities has remained fairly stable against
the comparable value of 1995, investors� preference has shifted from debt
securities and shares to mutual fund shares. Direct investment in listed shares
amounted to about EUR 8.5 billion as of June 30, 2003, which represents less
than 3% of households� total financial assets of EUR 295 billion. Not least
because of tax advantages, households made most of their investment in mutual
fund shares through domestic funds. At EUR 27.3 billion, this part of house-
holds� financial assets accounted for some 37% of retail funds� total volume.
Fixed-income fund (including quasi-money market fund) shares held by house-
holds amounted to EUR 14.6 billion as of June 30, 2003. At EUR 3.9 billion,
investment in equity funds was comparably low.

2.2 Financing
Despite favorable financing conditions thanks to declining interest rates, house-
hold borrowing has remained relatively stable in absolute terms over the past
few years. At the same time, according to the most recent results of the bank
lending survey,1) the general economic conditions prompted banks to tighten
somewhat the credit standards applied to the approval of loans.

Table 1

Financial Assets of Households

1995 1st half of 2003

EUR billion Share in % EUR billion Share in %

Currency and deposits 19.5 9 34.2 12
Time and savings deposits 101.8 47 115.8 39
Deposits made under building loan contracts 12.7 6 16.8 6
Debt securities 32.5 15 21.7 7
Shares and other equity 4.5 2 11.1 4
Mutual fund shares 8.8 4 29.2 10
Life insurance plans 22.5 10 42.9 15
Other investment in insurance and pension plans 12.6 6 23.4 8
Total financial assets 214.9 295.1
Memorandum item: Financial assets at domestic banks 162.1 75 185.9 63

Source: OeNB.

1 See also the study �The Bank Lending Survey for the Euro Area — Background, Objectives and Results for
Austria� in the OeNB�s Focus on Austria 3/2003.
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— As households did not spend all income gains on consumption, their exter-
nal financing needs shrank. New loans to households in the first half of 2003
totaled EUR 1.8 billion (against EUR 2.1 billion in the first half of 2002).

— The share of foreign currency borrowing in total financing has been on the
rise since the second half of 2000; in the first half of 2003, foreign currency
loans accounted for three quarters of all new loans. Since the fourth quarter
of 2002, foreign currency borrowing has increasingly been redenominated
from Japanese yen to Swiss francs.

2.3 Net Lending and Net Financial Assets of Households
Households� financial assets totaled around EUR 295 billion as of June 30,
2003, which equals about 2.2 times the annual disposable income. Asset growth
in the first half of 2003 comprised new investment to the tune of EUR 6.5
billion and valuation gains of EUR 1 billion (especially in the second quarter of
2003).

At the same time, as of June 30, 2003, household debt stood at EUR 90
billion or two thirds of annual disposable income. In other words, Austrian
households� indebtedness is fairly low in an EU-wide comparison.1)

In the first half of 2003, households took out new loans worth EUR 1.8
billion, while overall household debt was reduced by valuation effects of some
EUR 1.3 billion, resulting from the appreciation of the euro against the Swiss
franc and the Japanese yen.
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1 In Germany, for instance, the household debt ratio was 87% at the end of 2002.
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Overall, in the first half of 2003, net financial assets ran to EUR 205 billion,
and the balance of financial investment and new borrowing resulted in house-
hold net lending of EUR 4.6 billion.

3 Financial Investment and Financing
of Nonfinancial Corporations

Financial investment and financing in the corporate sector took place against an
economic background characterized by the following factors:
— The weak economic conditions of the past few years persisted in 2003.

According to the most recent WIFO forecast of September 2003, real GDP
growth will be below 1% in 2003.

— Gross investment is expected to edge up 0.9% in 2003 against the previous
year.

— For many enterprises, sluggish market developments translated into stag-
nating sales.

3.1 Financing
Enterprises� financing needs had already been lower in 2002 than in the pre-
vious year. The currently available data show that financing slowed down further
in the first half of 2003.

This decrease is attributable to both lower financing needs and to banks
applying higher standards for the approval of loans in light of the prevailing
difficult economic conditions. Banks throughout the euro area became more
cautious. While interest rates on loans are very low at the moment, which
is a boon to financing costs, banks have also increased the margins for riskier
loans.
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— Enterprises� liabilities grew by almost EUR 3.5 billion in the first half of
2003, that is by EUR 700 million less than in the same period of 2002.

— Loans accounted for some 70% of total financing in 2002, a share that
reflects the restructuring of balance sheets observed since the mid-1990s
in favor of equity capital. In the first half of 2003, loans represented about a
third of total financing.
The share of domestic bank loans in total liabilities decreased considerably
between 1995 and 2003 (from 69% to 53%). Also, new loans have dimin-
ished in absolute terms since 1999. In 2002, enterprises even cut back on
bank loans. In the first half of 2003, by contrast, new bank loans came to
EUR 1.2 billion, accounting for nearly all external financing.
Apart from banks, Austrian enterprises� main lenders over the past few
years were the general government and nonresident investors — both foreign
financial institutions and corporations. As of June 30, 2003, external loans
represented 7% and loans from the general government 6% of enterprises�
total liabilities. These sources of financing played no role in the first half of
2003.
The net issuance of corporate bonds at the Vienna stock exchange in the first
half of 2003was de facto offset by redemptions of domestic companies� foreign
currency-denominated bonds. Between July and September, the Vienna
stock market again saw two major offerings: Telekom Austria AG and the
Austrian state holding company O‹ IAG issued bonds in the amount of some
EUR1billion, a notable stimulus for the Austrian bondmarket. As of June 30,
2003, some 6% of total corporate liabilities were funded through bonds.

— Equity financing has been continuously rising over the past few years. High
inward direct investment flows have particularly contributed to a steady rise
of the share of equity financing, which had reached 26% by mid-2003
(1995: 17%). While the data may not be complete across all countries,
this increase must, however, be seen in the light of the fact that Austria
continues to figure among the EU countries with the lowest equity financing
ratios. In Germany, for instance, the equity financing ratio is more than
40%, and the EU average is higher than 50%.

3.2 Financial Investment
Nonfinancial corporations increased their financial investment by a substantial
EUR 5 billion, the same amount recorded for 2002 as a whole. Outward direct
investment accounted for a major share, posting a transaction value of almost
EUR 1.8 billion. In addition, nonfinancial corporations invested EUR 1 billion
in mutual fund shares and EUR 1.1 billion in short-term deposits with domestic
banks.

3.3 Net Lending and Net Financial Liabilities of Nonfinancial Corporations
Nonfinancial corporations� liabilities totaled EUR 272 billion as of the end of
June 2003, which corresponds to some 124% of GDP at market prices. Financ-
ing in the first half of 2003 stood at EUR 3.5 billion. In addition, price effects
drove up liabilities by some EUR 500 million: While the exchange rate fluctua-
tions of the Swiss franc and the Japanese yen against the euro reduced liabilities
on foreign currency loans, the rise in share prices increased equity financing.

Financial Investment and Financing of

Households and Nonfinancial Corporations in Austria

in the First Half of 2003 —

Analysis of Financial Accounts Data

Focus on Austria 4/2003 89�



These liabilities compare with corporate financial assets worth some EUR
119 billion as of June 30, 2003. Asset growth in the first half of 2003 was made
up of new investment to the tune of EUR 5 billion and valuation gains of EUR
2.3 billion (especially from equity and mutual fund shares) recorded since the
end of 2002.

The two components that play the largest role in the structure of corporate
financial assets are equity (especially direct investment), which at the end of the
first half of 2003 represented a 32% (or EUR 38 billion) share of total financial
assets, as well as liquid funds, i.e. currency and deposits, with a share of 25%
(EUR 30 billion).

Net financial liabilities decreased in the first half of 2003 compared with the
same period of 2002, standing at EUR 153 billion, and the net lending position
even turned positive (EUR 1.5 billion).
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Annex

Table 1

Financial Investment and Financing of Households1)

2000 2001 2002 1st half 2002 1st half 20032)

EUR million

Financial investment
Currency 695 � 3,008 3,597 1,284 283
Sight and time deposits3) 1,633 7,026 3,475 1,520 3,810
thereof: savings deposits4) � 2,647 5,605 2,160 300 2,468
Debt securities 1,829 � 327 1,115 1,010 � 452
Shares and other equity 1,672 1,047 587 299 243
Mutual fund shares 4,000 3,297 595 � 120 278
Life insurance plans 3,143 2,698 2,278 937 1,527
Investement in other insurance products 487 325 483 604 537
Investment in pension plans 556 490 357 35 243
Total financial investment 14,016 11,547 12,487 5,569 6,468

Financing
Financing in euro 1,849 1,761 1,654 841 476
Financing in foreign currencies 2,792 2,321 2,675 1,229 1,343
Total financing transactions 4,641 4,082 4,329 2,070 1,819

Net lending/borrowing þ 9,375 þ 7,464 þ 8,158 þ3,499 þ4,649

Source: OeNB.
1) Including nonprofit institutions serving households.
2) Preliminary data.
3) Including loans and other assets.
4) Including interest accrued but not yet due per quarter (accrual principle).

Table 2

Financial Assets and Liabilities of Households1)

1995 1998 2001 2002 1st half
of 20032)

EUR billion

Financial assets 214.9 243.8 280.0 287.6 295.1
Liabilities 61.9 69.7 85.4 89.2 89.7
Net financial assets 152.9 174.1 194.6 198.4 205.4

% of GDP

Financial assets 125 128 132 132 x
Liabilities 36 37 40 41 x
Net financial assets 89 91 92 91 x

Source: OeNB.
1) Including nonprofit institutions serving households.
2) Preliminary data.
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Table 3

Financial Investment and Financing

of Nonfinancial Corporations

2000 2001 2002 1st half
of 20021)

1st half
of 20032)

EUR million

Financial investment
Currency and deposits 843 50 1,024 815 1,102
Debt securities 503 258 784 619 679
Shares and other equity 3,862 6,042 2,067 920 1,629
thereof: Austrian direct investment abroad 4,145 2,500 3,174 2,031 1,761
Mutual fund shares 2,276 439 54 20 1,024
Loans and other assets 2,502 1,524 1,078 x 557
Total financial investment 9,985 8,313 5,007 2,374 4,991

Financing
Loans 18,033 11,339 6,866 3,294 1,629
thereof: loans from domestic MFIs 10,736 5,408 � 933 � 282 1,219
Debt securities 2,116 600 � 235 � 41 � 206
Shares and other equity 4,361 8,960 3,072 963 2,351
thereof: foreign direct investment in Austria 2,308 5,520 902 366 1,510
Other liabilities � 2,544 � 183 268 x � 284
Total financing transactions 21,966 20,716 9,971 4,216 3,489

Net lending/borrowing �11,981 �12,403 � 4,964 � 1,842 þ 1,501

Source: OeNB.
1) Partly estimates.
2) Partly estimates, preliminary data.

Table 4

Financial Assets and Liabilities of Nonfinancial Corporations

1995 1998 2001 2002 1st half
of 20031)

EUR billion

Financial assets 58,1 74,3 108,1 112,0 119,3
Liabilities �153,0 �194,4 �259,8 �268,1 �272,1
Net financial liabilities � 94,9 �120,1 �151,7 �156,1 �152,8

% of GDP

Financial assets 34 39 51 51 x
Liabilities � 89 � 102 � 122 � 123 x
Net financial liabilities � 55 � 63 � 71 � 71 x

Source: OeNB.
1) Partly estimates, preliminary data.
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1 Overview
The unfavorable economic environment and the continued uncertainty in the
capital markets continued to have a major impact on Austria�s International
Investment Position (IIP)2) in 2002. This holds particularly true for risk capital
held by Austrians abroad, which was characterized by restructurings in favor of
debt securities and by price losses. Moreover, the rise of the euro against the
most important world currencies led to decreases in the value of assets held in
foreign currency.

Both assets and liabilities increased to a much lesser extent in 2002 than in
the three preceding years. On December 31, 2002, foreign assets were up by
4%, or EUR 12.4 billion, on the previous year and foreign liabilities were 2%,
or EUR 6.9 billion, higher. While Austria�s external assets came to EUR 316.4
billion on the reporting date, its external liabilities amounted to EUR 364.5
billion (table 1a).

A structural breakdown of external assets and liabilities shows that portfolio
investment accounted for an even larger share of both external assets and of
external liabilities in 2002 than in 2001: This particular financing instrument
made up 46% of total external assets and 59% of external liabilities. The high
demand for secure investments already observed in 2001 continued in the
reporting year: On December 31, 2002, more than 80% of cross-border
securities were invested in debt securities.

The continued economic weakness as well as the uncertainty in the financial
markets markedly diminished the readiness of investors to make cross-border
investments. The internationalization ratio, which expresses external assets

1 Editorial close: November 10, 2003.
2 The IIP reflects the financial assets held by Austrians abroad and by nonresidents in Austria valued at market

prices.
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and/or liabilities as a percentage of GDP and which has soared since Austria�s
euro area entry in 1999, increased slightly by 3 percentage points to 146% of
GDP on the asset side at the end of 2002 while the corresponding indicator on
the liabilities side even stagnated at 168% (table 2). The economically more
favorable years of 1999 and 2000 had still seen a rise of 25 percentage points on
average in cross-border financial interlinkage on both sides of the account.

The net IIP — the balance of Austria�s external assets and external liabilities
— has traditionally shown a deficit; it decreased from EUR 53.7 billion to
roughly EUR 48.1 billion in a year-on-year comparison. This development is
due to two factors: On the one hand, Austria generated larger net outflows than
inflows in 2002 for the first time in the past ten years, with the related trans-
actions resulting in a decrease of the deficit of the IIP. On the other hand,
exchange rate developments owing to the steady depreciation of the world�s
major currencies (U.S. dollar, pound sterling, Japanese yen) against the euro
resulted in a clear reduction of Austrian foreign currency debt, which was
particularly beneficial to domestic commercial banks that effected a consider-
able part of their financing in foreign currency. The security price losses
experienced at international stock exchanges during 2002 markedly lowered
the financial assets of Austrian investors abroad, while Austria�s liabilities were
only slightly influenced by price effects owing to the comparably favorable
development of the domestic securities markets. The change in Austria�s net
IIP not caused by price and exchange rate changes amounts to approximately 40%
(table 3).

The structure of the investment instruments shows that the change in
Austria�s net IIP, aside from the low deficit on direct investment, is primarily
due to higher net external assets from cross-border credit and deposit trans-
actions (other investment). However, net external debt from portfolio invest-
ment slightly increased compared with 2001.

A closer look at the breakdown of external assets with a defined maturity
provides the following insights: In terms of original maturities, the share of
short-term external assets declined from roughly 37% at end-2001 to 31% at
the reporting date of December 31, 2002 (table 5). The share of short-term
liabilities also shrank, dropping from 37% to 35%. In the area of portfolio
investment, the share of long-term investment was noticeably high on both sides
of the account (roughly 95% each). However, the great majority of cross-border
loans and deposits had maturities of less than one year: Short-term investment
accounted for a share of 58% on the asset side, and of as much as 93% on the
liabilities side (table 5). The significant surplus of short-term instruments on the
liabilities side reflects the usual behavior of market participants in times of
normal interest rate regimes, as was observed in 2002: Banks in particular used
short-term financing opportunities, investing part of their liquidity gained at
more attractive long-term interest rates.
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2 Austria�s External Assets
The external assets of Austrian investors totaled EUR 316.4 billion on the
reporting date of December 31, 2002. Austria�s outward foreign direct invest-
ment (FDI)1) stock had a value of EUR 38.9 billion on the reporting date, up
15% compared to the end of 2001. This increase resulted from the large growth
of Austrian equity capital compared to 2001; the amount (EUR 6 billion) nearly
equals the historical peak value registered in 2000. Price and exchange rate
changes reduced external assets by roughly EUR 1 billion (table 3). Portfolio
investment continued to be the most important financial instrument for Austrian
investors abroad, with the volume coming to EUR 145.1 billion (+14%) at the
end of 2002. While foreign debt securities holdings rose by 26% to EUR 116.3
billion, the market value of equity securities dropped by 19% to EUR 28.8
billion. Money market paper holdings played a subordinate role even though
they augmented noticeably from EUR 1.1 billion to EUR 5.8 billion. Austrian
external assets in the form of loans, deposits and other claims fell by 4% com-
pared to the end-2001 figure, coming to EUR 120.0 billion on the reporting
date. Reserve assets, which had amounted to EUR 17.7 billion at the end of 2001,
had a market value of EUR 12.4 billion on December 31, 2002 (—30%); foreign
securities stocks dipped from EUR 9.4 billion to EUR 5.8 billion.

A regional breakdown shows that the euro area is Austria�s most important
investment region, accounting for 45% of its invested external assets. Euro area

1 In line with international usage, the direct investment figures published as part of the IIP also contain
transnational real estate holdings. By contrast, the detailed data on direct investment stocks (FDI survey)
published in Focus on Austria 4/2003 do not include real estate investment (for quantitative data, see table 8
in the annex).
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securities were in particularly high demand in Austria; they reached a market
value of EUR 90.3 billion on December 31, 2002, more than 80% of which can
be ascribed to debt securities (table 4). By contrast, Austrian holdings of U.S.
securities amounted to a mere EUR 15.8 billion on the reporting date, while
those from Central and Eastern Europe accounted for EUR 4.6 billion. Two
thirds of Austrian external assets in the category of deposits and lending (market
value) were invested in non-euro area countries. Almost half of other invest-
ment in the euro area was made in the German financial market (EUR 20.5
billion). The most important investment region for Austrian direct investors in
2002 was Central and Eastern Europe, both in terms of existing external assets
and new investment. The market value of total FDI abroad came to EUR 38.9
billion, 38% of which were invested in Central and Eastern European countries,
27% in the euro area and 7% in the U.S.A. (table 4).

Broken down by sectors, banks (EUR 145.2 billion) and the other sectors1)
(EUR 142.6 billion) held the lion�s share of external assets at the end of 2002,
with the two sectors accounting for roughly 45% each of total external assets
(table 6). Banks� claims arising from other investment (loans, deposits and other
claims) reached EUR 91.6 billion or 63% of all claims at the end of 2002, thus
representing their most important financial instrument. Long-term loans pre-
dominated while the short-term share of currency and deposits amounted to
more than 80%. At EUR 43.3 billion or roughly 30% of all external assets,
foreign debt securities were well represented in the banks� portfolios.

At EUR 4.9 billion, the general government�s assets exceeded the reference
value of 2001 by 21% on December 31, 2002; loans, deposits and other claims
accounted for EUR 2.5 billion thereof and debt securities for EUR 2.1 billion.
Other sectors held almost two thirds of their external assets in the form of
securities, whose market value totaled EUR 88.8 billion on December 31,
2002, and consisted mostly of debt securities (71%). In the category �other
sectors,� institutional investors (other financial institutions) held over 54% of
total external assets, followed by nonfinancial corporations (40%) and house-
holds (6%). The OeNB�s external assets dropped from EUR 24.5 billion to
EUR 23.8 billion.

3 Austria�s External Liabilities
While Austria�s external assets came to EUR 316.4 billion on the reference date
of December 31, 2002, its external liabilities stood at EUR 364.5 billion. Inward
FDI (market value) closed the year at EUR 40.7 billion, up from EUR 39.9
billion at year-end 2001. As in the case of external assets, portfolio investment
was the most significant financing instrument by far among external liabilities,
coming to almost 60%, or EUR 214.1 billion, of inward FDI (up from EUR
194.5 billion on a year-on-year comparison). Austrian debt securities holdings
in foreign investors� portfolios rose from EUR 177.5 billion to EUR 195.5
billion, equity securities holdings from EUR 16.9 billion to EUR 18.6 billion.
Money market papers, an insignificant factor with respect to the volumes
invested, dropped to EUR 5.8 billion (—26%). Nonresidents reduced their
Austrian deposits and loans from EUR123.3 billion to EUR109.7 billion (—11%).

1 �Other sectors� comprises other financial institutions, nonfinancial corporations and households.
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In a regional breakdown of Austria�s external liabilities on December 31,
2002, the euro area accounted for 68% of inward FDI (table 4). Austrian
debtors� liabilities arising from cross-border loans and deposits vis-a‘-vis the
euro area had a market value of approximately EUR 44.4 billion or roughly
40%, EUR 28.2 billion of which were ascribed to German investors. While
investors with holdings of inward FDI and other investment are easily identified,
portfolio investment cannot be assigned reliably to the respective category, so
that no regional analysis of portfolio investment can be provided.

In a sectoral breakdown, general government accounted for the largest rise
(EUR 12.3 billion) in external liabilities in absolute terms; its share in total
external liabilities rose from 25% to 28%. As in the preceding years, banks had
the highest share of liabilities, which still came to 48% despite a decline of EUR
8.9 billion. Aside from securities issues (roughly 45%), deposits and lending
(roughly 50%) remained Austrian banks� key external liabilities. The liabilities
of other sectors amounted to EUR 91.1 billion on the reporting date, 6% more
than at the end of 2001. The liabilities of nonfinancial corporations rose by 4%
to EUR 70.7 billion, those of institutional investors by 9% to EUR 19.3 billion.

For longer time series1) for Austria�s IIP, see table 7.1.0 of the OeNB�s
�Focus on Statistics,� available on the OeNB�s website at
http://www2.oenb.at/stat-monatsheft/englisch/chapter07_p.htm

In addition, quarterly information on main parts of Austria�s IIP is published
at2) http://www2.oenb.at/zabil/vp_tabellen_p.htm
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2 See also the press release of September 29, 2003: Die Auslandsverschuldung der o‹sterreichischen Volkswirt-

schaft im zweiten Quartal 2003 (The Austrian economy�s external indebtedness in the Second Quarter of
2003).
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4 Annex
Table 1a

Austria�s International Investment Position

End-of-period stocks Assets Liabilities Net

20011) 20022) 20011) 20022) 20011) 20022)

EUR million

Direct investment
Equity capital and reinvested earnings þ 30,805 þ 35,600 þ 36,151 þ 37,177 � 5,346 � 1,577
Other capital þ 3,161 þ 3,249 þ 3,749 þ 3,532 � 588 � 238
Total þ 33,966 þ 38,894 þ 39,900 þ 40,709 � 5,934 � 1,815

Portfolio investment
Equity securities þ 35,391 þ 28,780 þ 16,929 þ 18,604 þ18,462 þ10,177
Monetary authorities þ 1,134 þ 1,251 þ 0 þ 0 þ 1,134 þ 1,251
General government þ 103 þ 41 þ 0 þ 0 þ 103 þ 41
Banks þ 2,062 þ 1,742 þ 1,515 þ 2,232 þ 547 � 489
Other sectors þ 32,092 þ 25,746 þ 15,414 þ 16,372 þ16,678 þ 9,374
Debt securities þ 92,214 þ116,290 þ177,548 þ195,508 �85,335 �79,218
Bonds and notes þ 91,102 þ110,504 þ169,791 þ189,740 �78,689 �79,235
Monetary authorities þ 3,410 þ 5,411 þ 0 þ 0 þ 3,410 þ 5,411
General government þ 622 þ 556 þ 82,770 þ 96,620 �82,148 �96,064
Banks þ 34,852 þ 41,853 þ 68,120 þ 72,718 �33,269 �30,865
Other sectors þ 52,217 þ 62,685 þ 18,900 þ 20,402 þ33,317 þ42,284
Money market instruments þ 1,112 þ 5,786 þ 7,758 þ 5,768 � 6,646 þ 17
Monetary authorities þ 264 þ 2,411 þ 0 þ 0 þ 264 þ 2,411
General government þ 0 þ 1,537 þ 1,442 þ 407 � 1,442 � 1,130
Banks þ 403 þ 1,469 þ 6,118 þ 5,341 � 5,715 � 3,872
Other sectors þ 445 þ 368 þ 198 þ 20 þ 247 þ 348
Total þ127,605 þ145,070 þ194,478 þ214,112 �66,873 �69,042

Other investment
Trade credits þ 5,583 þ 5,486 þ 3,302 þ 2,982 þ 2,281 þ 2,504
Loans þ 67,784 þ 71,760 þ 20,056 þ 28,959 þ47,728 þ42,801
Monetary authorities þ 0 þ 0 þ 1,154 þ 575 � 1,154 � 575
General government þ 10 þ 18 þ 3,724 þ 3,322 � 3,713 � 3,303
Banks þ 57,356 þ 59,948 þ 5,620 þ 11,266 þ51,737 þ48,682
thereof long-term þ 39,765 þ 44,670 þ 3,575 þ 9,142 þ36,190 þ35,528
Other sectors þ 10,417 þ 11,794 þ 9,559 þ 13,795 þ 858 � 2,002
Currency and deposits þ 44,692 þ 36,504 þ 95,856 þ 74,380 �51,163 �37,876
Monetary authorities3) þ 1,884 þ 1,999 � 1,791 � 2,856 þ 3,675 þ 4,855
General government þ 1,649 þ 707 þ 0 þ 0 þ 1,649 þ 707
Banks þ 39,070 þ 31,623 þ 97,647 þ 77,236 �58,577 �45,613
thereof short-term þ 32,881 þ 26,402 þ 91,498 þ 72,317 �58,617 �45,916
Other sectors þ 2,090 þ 2,176 þ 0 þ 0 þ 2,090 þ 2,176
Other claims, other liabilities þ 6,650 þ 6,260 þ 4,068 þ 3,391 þ 2,583 þ 2,869
Monetary authorities þ 118 þ 118 þ 0 þ 0 þ 118 þ 118
General government þ 1,670 þ 1,732 þ 1,177 þ 923 þ 494 þ 809
Banks þ 3,418 þ 3,284 þ 668 þ 581 þ 2,750 þ 2,703
Other sectors þ 1,444 þ 1,126 þ 2,223 þ 1,887 � 780 � 761
Total þ124,709 þ120,010 þ123,281 þ109,712 þ 1,428 þ10,298

Financial derivatives þ 0 þ 0 þ 0 þ 0 þ 0 þ 0

Reserve assets
Monetary gold4) þ 3,519 þ 3,335 x x þ 3,519 þ 3,335
Special Drawing Rights þ 264 þ 176 x x þ 264 þ 176
Reserve position in the Fund þ 942 þ 783 x x þ 942 þ 783
Foreign exchange þ 12,985 þ 8,143 x x þ12,985 þ 8,143
Currency and deposits þ 3,567 þ 2,358 x x þ 3,567 þ 2,385
with monetary authorities þ 2,216 þ 1,490 x x þ 2,216 þ 1,490
with foreign banks þ 1,351 þ 895 x x þ 1,351 þ 895
Securities þ 9,418 þ 5,758 x x þ 9,418 þ 5,758
Equity securities þ 0 þ 0 x x þ 0 þ 0
Bonds and notes þ 7,228 þ 4,503 x x þ 7,228 þ 4,503
Money market instruments þ 2,190 þ 1,255 x x þ 2,190 þ 1,255
Financial derivatives þ 0 þ 0 x x þ 0 þ 0
Other sectors þ 0 þ 0 x x þ 0 þ 0
Total þ 17,710 þ 12,437 x x þ17,710 þ12,437

External assets or liabilities þ303,990 þ316,411 þ357,659 þ364,532 �53,669 �48,121

Source: OeNB.
1) Final data.
2) Revised data.
3) Liabilities with a negative sign may result from transactions processed via the ESCB TARGET system, for which special rules apply.
4) Valuation at the market price.
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Table 1b

Austria�s International Investment Position — Structural Data

End-of-period stocks Assets Liabilities

20011) 20022) 20011) 20022)

% of external assets or liabilities

Direct investment
Equity capital and reinvested earnings 10.1 11.3 10.1 10.2
Other capital 1.0 1.0 1.0 1.0
Total 11.2 12.3 11.2 11.2

Portfolio investment
Equity securities 11.6 9.1 4.7 5.1
Monetary authorities 0.4 0.4 0.0 0.0
General government 0.0 0.0 0.0 0.0
Banks 0.7 0.6 0.4 0.6
Other sectors 10.6 8.1 4.3 4.5
Debt securities 30.3 36.8 49.6 53.6
Bonds and notes 30.0 34.9 47.5 52.1
Monetary authorities 1.1 1.7 0.0 0.0
General government 0.2 0.2 23.1 26.5
Banks 11.5 13.2 19.0 19.9
Other sectors 17.2 19.8 5.3 5.6
Money market instruments 0.4 1.8 2.2 1.6
Monetary authorities 0.1 0.8 0.0 0.0
General government 0.0 0.5 0.4 0.1
Banks 0.1 0.5 1.7 1.5
Other sectors 0.1 0.1 0.1 0.0
Total 42.0 45.8 54.4 58.7

Other investment
Trade credits 1.8 1.7 0.9 0.8
Loans 22.3 22.7 5.6 7.9
Monetary authorities 0.0 0.0 0.3 0.2
General government 0.0 0.0 1.0 0.9
Banks 18.9 18.9 1.6 3.1
thereof long-term 13.1 14.1 1.0 2.5
Other sectors 3.4 3.7 2.7 3.8
Currency and deposits 14.7 11.5 26.8 20.4
Monetary authorities 0.6 0.6 � 0.5 � 0.8
General government 0.5 0.2 0.0 0.0
Banks 12.9 10.0 27.3 21.2
thereof short-term 10.8 8.3 25.6 19.8
Other sectors 0.7 0.7 0.0 0.0
Other claims, other liabilities 2.2 2.0 1.1 0.9
Monetary authorities 0.0 0.0 0.0 0.0
General government 0.5 0.5 0.3 0.3
Banks 1.1 1.0 0.2 0.2
Other sectors 0.5 0.4 0.6 0.5
Total 41.0 37.9 34.5 30.1

Financial derivatives 0.0 0.0 0.0 0.0

Reserve assets
Monetary gold 1.2 1.1 x x
Special Drawing Rights 0.1 0.1 x x
Reserve position in the Fund 0.3 0.2 x x
Foreign exchange 4.3 2.6 x x
Currency and deposits 1.2 0.8 x x
with monetary authorities 0.7 0.5 x x
with foreign banks 0.4 0.3 x x
Securities 3.1 1.8 x x
Equity securities 0.0 0.0 x x
Bonds and notes 2.4 1.4 x x
Money market instruments 0.7 0.4 x x
Financial derivatives 0.0 0.0 x x
Other sectors 0.0 0.0 x x
Total 5.8 3.9 x x

External assets or liabilities 100.0 100.0 100.0 100.0

Source: OeNB.
1) Final data.
2) Revised data.
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Table 2

Austria�s International Investment Position — Key Positions

End-of-period stocks

EUR million % of GDP % of exports of
goods and services

% of external
liabilities

% of non-equity
liabilities

External assets
19981) 166,414 87.6 201.3 82.4 x
19991) 224,992 114.4 251.0 85.9 x
20001) 281,020 137.2 273.7 87.4 x
20011) 303,990 143.5 273.6 85.9 x
20022) 316,411 146.1 276.0 86.8 x

External liabilities
19981) 201,936 106.3 244.2 x x
19991) 261,789 133.1 292.1 x x
20001) 321,368 156.9 313.0 x x
20011) 357,659 168.8 321.9 x x
20022) 364,532 168.3 318.0 x x

Net investment position
19981) � 35,522 18.7 43.0 17.6 x
19991) � 36,797 18.7 41.1 14.1 x
20001) � 40,348 19.7 39.3 12.6 x
20011) � 53,669 25.3 48.3 15.0 x
20022) � 48,121 22.2 42.0 13.2 x

Source: OeNB.
1) Final data.
2) Revised data.

Table 3

Austria�s International Investment Position — Change in the Position

End-2001
stocks1)

Changes in 20022) End-2002
stocks2)

total transactions price and
exchange rate
changes

EUR million

Direct investment þ 33,966 þ 4,928 þ 5,888 � 960 þ 33,894
Portfolio investment þ127,605 þ17,465 þ25,081 � 7,616 þ145,070
Other investment þ124,709 � 4,699 �11,459 þ 6,760 þ120,010
Financial derivatives þ 0 þ 0 þ 0 þ 0 þ 0
Reserve assets þ 17,710 � 5,273 � 1,810 � 3,464 þ 12,437
External assets þ303,990 þ12,421 þ17,700 � 5,279 þ316,411

Direct investment þ 39,900 þ 809 þ 944 � 135 þ 40,709
Portfolio investment þ194,478 þ19,634 þ20,552 � 918 þ214,112
Other investment þ123,281 �13,570 � 7,089 � 6,481 þ109,712
Financial derivatives þ 0 þ 0 þ 0 þ 0 þ 0
External liabilities þ357,659 þ 6,873 þ14,408 � 7,535 þ364,532

Direct investment � 5,934 þ 4,120 þ 4,944 � 824 � 1,815
Portfolio investment � 66,873 � 2,169 þ 4,529 � 6,698 � 69,042
Other investment þ 1,428 þ 8,870 � 4,371 þ13,241 þ 10,298
Financial derivatives þ 0 þ 0 þ 0 þ 0 þ 0
Reserve assets þ 17,710 � 5,273 � 1,810 � 3,464 þ 12,437
Net investment position � 53,669 þ 5,548 þ 3,292 þ 2,256 � 48,121

Source: OeNB.
1) Final data.
2) Revised data.
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Table 4

Austria�s International Investment Position — Regional Breakdown

End-2002 stocks1)

total vis-a‘ -vis
EU-15

vis-a‘ -vis
the euro area

thereof
vis-a‘-vis
Germany

vis-a‘ -vis
non-euro area
residents

thereof vis-a‘-vis

Central and
Eastern Europe

the U.S.A.

EUR million

Direct investment 38,894 13,809 10,557 6,422 28,337 14,647 2,538
Portfolio investment 145,070 104,635 90,311 40,382 54,759 4,640 15,797
Equity securities 28,780 17,926 15,179 4,956 13,601 672 5,881
Debt securities 116,290 86,709 75,132 35,426 41,158 3,968 9,916
Other investment 120,010 60,643 42,661 20,515 77,349 18,916 11,128
thereof currency and deposits 36,504 29,041 20,208 9,450 16,297 1,254 1,132
Financial derivatives 0 0 0 0 0 0 0
Reserve assets 12,437 x 0 0 12,437 x x
External assets 316,411 x 143,529 67,319 172,882 x x

Direct investment 40,709 28,964 27,655 16,819 13,054 51 2,352
Portfolio investment 214,112 x x x x x x
Other investment 109,712 57,346 44,411 28,189 65,301 5,189 10,686
thereof currency and deposits 74,380 36,893 28,601 18,371 45,779 4,419 2,580
Financial derivatives 0 0 0 0 0 0 0
External liabilities 364,532 x x x x x x

Source: OeNB.
1) Revised data.

Table 5

Austria�s International Investment Position — Maturity Breakdown (Original Maturities)1)

20012) 20023)

total short-term long-term total short-term long-term

End-of-period stocks in EUR million

Direct investment 3,161 0 3,161 3,294 0 3,294
Portfolio investment 92,214 1,112 91,102 116,290 5,786 110,504
Other investment 123,447 79,585 43,862 118,785 69,036 49,749
Financial derivatives 0 0 0 0 0 0
Reserve assets 16,768 5,757 11,011 11,654 3,640 8,014
Nonequity assets 235,589 86,454 149,135 250,023 78,462 171,561

Direct investment 3,749 0 3,749 3,532 0 3,532
Portfolio investment 177,548 7,758 169,791 195,508 5,768 189,740
Other investment 123,281 106,131 17,150 109,734 101,894 7,840
Financial derivatives 0 0 0 0 0 0
Nonequity liabilities 304,579 113,889 190,690 308,774 107,662 201,112

Net external debt � 68,990 � 27,435 � 41,554 � 58,751 � 29,201 � 29,550

Maturity bands in % of total

Direct investment 100.0 0.0 100.0 100.0 0.0 100.0
Portfolio investment 100.0 1.2 98.8 100.0 5.0 95.0
Other investment 100.0 64.5 35.5 100.0 58.1 41.9
Financial derivatives x x x x x x
Reserve assets 100.0 34.3 65.7 100.0 31.2 68.8
Nonequity assets 100.0 36.7 63.3 100.0 31.4 68.6

Direct investment 100.0 0.0 100.0 100.0 0.0 100.0
Portfolio investment 100.0 4.4 95.6 100.0 3.0 97.0
Other investment 100.0 86.1 13.9 100.0 92.2 7.1
Financial derivatives x x x x x x
Nonequity liabilities 100.0 37.4 62.6 100.0 34.9 65.1

Net external debt 100.0 39.8 60.2 100.0 49.7 50.3

Source: OeNB.
1) Contains only components with a defined maturity.
2) Final data.
3) Revised data.
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Table 6

Austria�s International Investment Position — Sectoral Breakdown

20011) 20022)

End-of-period stocks in EUR million

OeNB þ 24,521 þ 23,824
General government þ 4,067 þ 4,924
Banks þ140,403 þ145,191
Other sectors þ140,999 þ142,472
Other financial institutions þ 71,149 þ 77,282
Nonfinancial corporations þ 52,545 þ 56,472
Households þ 11,305 þ 8,718
External assets þ303,990 þ316,411

OeNB3) � 639 � 2,282
General government þ 89,057 þ101,376
Banks þ183,327 þ174,375
Other sectors þ 85,914 þ 91,064
Other financial institutions þ 17,744 þ 19,335
Nonfinancial corporations þ 67,925 þ 70,700
Households þ 245 þ 1,029
External liabilities þ357,659 þ364,533

Source: OeNB.
1) Final data.
2) Revised data.
3) Liabilities with a negative sign may result from transactions processed via the ESCB TARGET system, for which special rules apply.

Table 7

Portfolio Investments in 20021) — Sectoral Breakdown

Total Equity securities Debt securities

total stocks mutual fund
shares

total bonds and
notes

money market
instruments

End-of-period stocks in EUR million

OeNB 9,073 1,251 0 1,251 7,821 5,411 2,411
General government 2,134 41 23 17 2,093 556 1,537
Banks 45,065 1,743 937 806 43,322 41,853 1,469
Other sectors 88,799 25,746 18,597 7,148 63,054 62,685 368
Other financial institutions 74,246 18,041 13,621 4,420 56,205 56,001 204
Nonfinancial corporations 5,755 2,367 1,595 772 3,389 3,254 135
Households 8,797 5,337 3,381 1,956 3,460 3,430 30
Portfolio investments, assets 145,070 28,780 19,557 9,223 116,290 110,504 5,786

OeNB x x x x x x x
General government 97,027 x x x 97,027 96,620 407
Banks 80,291 2,232 1,848 384 78,060 72,718 5,341
Other sectors 36,794 16,372 7,257 9,115 20,422 20,402 20
Other financial institutions 16,486 9,549 434 9,115 8,124 8,124 0
Nonfinancial corporations 19,081 6,823 6,823 x 12,298 12,278 20
Households x x x x x x x
Portfolio investments, liabilities 214,112 18,604 9,105 9,499 195,508 189,740 5,768

Source: OeNB.
1) Revised data.
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Table 8

Bridging Table to the Results of the 2001 Direct Investment Survey

20011)

End-of-period stocks in EUR million

Assets
Outward direct investment (IIP) 33,966
less real estate abroad 1,616
corresponds to direct investment claims on nonresidents/total2) 32,350
thereof: equity 29,192

other capital 3,158

Liabilities
Inward direct investment (IIP) 39,900
less real estate in Austria 947
corresponds to direct investment liabilities on nonresidents/total3) 38,953
thereof: equity 34,984

other capital 3,969

Source: OeNB.
1) Final data.
2) See supplement to Focus on Austria 3/2003 Austrian Outward and Inward Direct Investment at the End of 2001, table 1.1.
3) See supplement to Focus on Austria 3/2003 Austrian Outward and Inward Direct Investment at the End of 2001, table 1.2.
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1 Introduction
Interest rates in general and the retail interest rates of financial intermediaries in
particular play a central (economic policy) role in a modern economy. The
availability of information on interest rates helps the central bank observe and
analyze the transmission of interest rate policy and the effects it has on wide
parts of the economy and the people, i.e. the monetary policy transmission
mechanism. Retail bank interest rates are an important signal that borrowers
and depositors receive about the central bank�s intentions and actions, where
they �feel� monetary policy taking place. When these interest rates change,
borrowers and depositors adjust their economic behavior accordingly. By the
end of 2003, after five years of Economic and Monetary Union (EMU), the
Eurosystem succeeded in implementing a harmonized European Central Bank
(ECB) interest rate statistical framework which gives a very broad overview
of the interest rates applied by the financial intermediaries to deposits and
loans. This constitutes an important milestone in the Eurosystem�s supply of
information.

2 Analytical Significance of Euro Area-Wide Interest
Rate Statistics

The role of bank interest rates depends directly on the significance of the
banking sector as a financial intermediary in the economy. The financial markets
of the euro area countries are strongly bank-based systems. Traditionally, banks
have played a major role in Europe even if this role varies in degree in each
country. Austria is among the countries where banks� intermediation role con-
tinues to be significant.1)

Article 105 of the Treaty on European Union stipulates that the primary
objective of the European System of Central Banks (ESCB) — and thus of the
Eurosystem — shall be to maintain price stability in the euro area. Without
prejudice to the objective of price stability, the ESCB, and the Eurosystem, shall
support the general economic policies in the Community. Furthermore, the
ESCB — like every central bank — shall assume special responsibility with regard
to financial stability. In accordance with Article 105 (5) of the Treaty on Euro-
pean Union, the ESCB shall also contribute to the smooth conduct of policies
pursued by the competent authorities relating to the prudential supervision of
credit institutions and the stability of the financial system.

In order to fulfill the mandate of maintaining price stability, the Eurosystem
has devised a monetary policy strategy which is based on two pillars. The first
pillar focuses on analyzing the development of the monetary aggregate (the
broadly defined money stock M3) and the second pillar on observing and
assessing a very wide array of economic indicators that may suggest inflationary
risks. Apart from real activity indicators (e.g. GDP, consumption growth,
investment growth), this wide array also includes price and cost indicators
and, in addition to exchange rates, financial market indicators, in particular
various interest rates.

While money market rates (EONIA and EURIBOR) and capital market
returns were reported during the first five years of EMU, no retail bank interest

1 ECB (2002), Report on Financial Structures.
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rates for the euro area were collected on a harmonized basis in all Member
States. The information available in this respect, which was also published
regularly in the ECB Monthly Bulletins (Table 3.4 — Retail bank interest rates),
related to national interest rates aggregated into standard categories but com-
piled in different ways (basis of reference: new business and/or outstanding
amounts, type of data: nominal or effective interest rates, and compilation
method: sampling approach or census). The catalogue of indicators within
the framework of this short-term approach comprised ten indicators.1) The
ECB explicitly stressed in a footnote to these statistics that these nonharmonized
indicators were suitable for analysis purposes only to a limited extent. Although
these indicators were useful in identifying trends, they had only little informa-
tive value as to retail interest rate levels in the euro area and neither were they
sufficiently differentiated to meet the analytical requirements of the single
monetary policy. Therefore, they were only of limited use for illustrating the
transmission of the ECB�s interest rate policy signals to bank customers or for
analyzing financial stability.

Retail bank interest rates, however, play an important transmission role in
the pass-through of the central bank�s monetary policy impulses via the so-called
interest rate channel. A quicker and fuller pass-through of central bank interest
rates via money market and capital market interest rates to retail bank interest
rates strengthens monetary policy transmission via this channel.2) Central bank
decisions have a direct impact on the money market and may thus feed through
to interest rates. The effects of changes in money market interest rates on
capital market interest rates and, subsequently, on retail bank interest rates
are not subject to the direct influence of the central bank and may last longer
and be of varying degrees. Yet it is especially these interest rates that have the
strongest impact on the consumption and investment decisions of households
and enterprises and thus on the real economy. Bank decisions on interest rates
on deposits and loans, however, also affect financial sector profitability and thus
financial stability. This, too, may have effects on the real economy.3)

Interest rate changes are driving forces for portfolio shifts. With declining
interest rates, for example, the opportunity cost of holding cash and very short-
term, low-return deposits will fall; as a consequence, investors shift their
portfolios, which, in turn, may have repercussions on the monetary aggregates.

Another issue of interest from an economic policy, but also from an ana-
lytical point of view, refers to the effects of the business cycle on retail interest
rates charged by banks. Especially the impact of the cyclical position on the risk
premia charged for loans is of importance, i.e. to what extent will they rise

1 The indicators comprised interest rates on overnight deposits, deposits with an agreed maturity of up to 1 year,
over 1 and up to 2 years and over 2 years, deposits redeemable at notice of up to 3 months and over 3 months,
loans to enterprises with an agreed maturity of 1 year and over 1 year and loans to households for consumption
and loans to households for house purchase.

2 For an empirical analysis of the pass-through of monetary policy impulses in the euro area on the retail bank
interest rates, see De Bondt (2002).

3 De Bondt (2002) differentiates between a short-term and a long-term pass-through of interest rate changes.
Her empirical findings suggest that euro area banks pass on interest rates in the short term (one month) to a
maximum degree of 50%, but in the longer run to a degree of up to 100%. According to her calculations, the
pass-through process has significantly quickened since the start of EMU.
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when the economy slows down and how fast and to what extent will banks
reduce them when the economy recovers. Normally, these moves in risk premia
have procyclical effects, and therefore they can counteract the changes in central
bank interest rates.

Changes in bank interest rates always go hand in hand with distributive
effects. Interest rate cuts will ease the burden for borrowers, generating positive
income effects. Broken down by sectors, this applies mainly to the corporate
sector and the general government sector, which are both net debtors by
tradition. On the other hand, interest rate cuts mean negative changes in
income for depositors. This affects in particular the household sector, which
is normally the group of biggest net creditors in an economy.1) The new interest
rate statistics allow to estimate such income effects, especially by taking into
account outstanding amounts.

In addition to the undisputed relevance of euro area-wide interest rate
statistics, national data play an important role in assessing the effects of mon-
etary policy. As long as the integration of the national financial markets in the
euro area has not been achieved in full, considerable regional differences in the
interest rates on deposits and loans will persist. Together with regional differ-
ences in inflation rates, the effects of the ECB interest rates on the real economy
may vary significantly among Member States. For these differences, too, the
interest rate statistics now available provide a reliable basis for analysis.

Differences in national interest rates for comparable products in an environ-
ment of completely liberalized cross-border capital flows are also an indicator of
a lack of market integration, whereas an increasing convergence of interest rates
may suggest increasing integration.

Finally, the levels of and changes in the interest margins between deposits
and lending rates as well as the interest spreads compared to alternative invest-
ment instruments provide important information to the institutions involved in
prudential supervision as regards bank profitability, the sustainability of bank
profits and the degree of competitive pressure. Conclusions about banks� com-
petitive situation can also be drawn from shifts in their product policies in terms
of amounts of new business. Thus, the euro area central banks are able to
observe structural developments in the banking and financial system more
closely and to better analyze and carry out their financial stability tasks.

3 Background
3.1 Previous Interest Rate Statistics Scheme
The Oesterreichische Nationalbank (OeNB) has compiled interest rate statistics
on retail bank interest rates since 1995.2)

3.1.1 Reporting Population
In 1995, the sample of reporting institutions consisted of 43 credit institutions.
By 2003 the number of credit institutions contained in the sample had decreased

1 For the latest results on the financial wealth of households and enterprises in Austria, see Andreasch/
Schubert/Wimmer (2003).

2 Annex 1 illustrates the fundamental differences between the previous and the new interest rate statistics, which
may give valuable support in the interpretation of the different results.
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to 37 on account of mergers. The underlying selection method was a purposive
sample approach according to functional and regional criteria. The sample
comprised all credit institutions that were important for the retail bank business
in the Austrian market.

This sample consisted of the major joint stock banks, the state mortgage
banks as well as the largest institutions of the savings bank, Raiffeisen credit
cooperative and Volksbank credit cooperative sectors. The small credit insti-
tutions of the savings banks, Raiffeisen credit cooperative and Volksbank credit
cooperative sectors and, importantly, the building and loan associations were
not included.

3.1.2 Type of Interest Rate
The credit institutions reported the respective standard interest rate applied
during the review month. This was defined as the rate agreed with the largest
number of customers during the review period or the most commonly applied
interest rate; loan charges were mostly covered. Fees that banks charge on
commercial and personal loans were included in the debit interest rates,
whereas commissions on turnover were not.

3.1.3 Business Coverage
The previous interest rate statistics covered only the interest rates applied to
new business in the reporting month, with the definition of new business being
very narrow. It covered all new contracts that had been concluded within the
reporting month, with the exception of prolongations or modifications of
previous arrangements.

The reported interest rates were to reflect only the most common terms and
conditions agreed between credit institutions and their domestic nonbank cus-
tomers. Therefore, all atypical contracts that deviated from normal business
transactions in substance were to be disregarded. This included e.g. fiduciary
transactions, redemption agreements and also foreign currency transactions.
Although the latter were not atypical transactions anymore in 2003, they
remained excluded until the switch to the new framework. Terms and con-
ditions for contracts involving bank officials or persons enjoying similar terms
and conditions were not included either.

3.1.4 Breakdown
The interest rates were broken down by type of contract, with seven categories
on the assets side and eleven on the liabilities side. The categories on the assets
side were personal loans (credits and loans to natural persons), commercial
loans (current account loans and loans to enterprises), housing loans (unless
secured by mortgages recorded in the land register), mortgage loans (loans to
private individuals and enterprises secured by mortgages recorded in the land
register), discount loans and public-sector loans (loans to central, regional and
local governments and other bodies corporate entitled to collect levies).

The liabilities side distinguished between deposits in personal checking
accounts, overnight savings deposits, savings deposits with agreed maturities
of up to 12 and over 12 months, savings deposits of between ATS 500,000 and
ATS 1 million (as from 2002: between EUR 50,000 and EUR 100,000) and of
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between ATS 1 million and ATS 5 million (as from 2002: between EUR
100,000 and EUR 500,000) as well as savings bonds (including capital savings
books). The latter were broken down into maturities of 12, 24, 36, 48, and 60
months.

4 The Making of the New Interest Rate Statistics
As early as in July 1996, the European Monetary Institute (EMI), the forerunner
of the ECB, outlined all statistical requirements necessary for monetary policy
implementation by the ECB in the so-called Implementation Package1) and
prepared a catalogue of the most important steps to be taken. Creating a set
of harmonized bank interest rate statistics was considered one of the most
important projects to be implemented. In the run-up to and at the beginning
of EMU, however, priority was given to the harmonization of the balance sheet
statistics to compile the consolidated balance sheet of the monetary financial
institutions (MFIs)2) in the euro area, as these data were an indispensable basis
for calculating the monetary aggregates in the euro area.

At the end of 1999, eventually, the Working Group on Money and Banking
Statistics (WGMBS) and the Statistics Committee (STC), two fora of ECB and
national central bank (NCB) representatives which had already stood the test of
several years of successful cooperation, took up work on developing a steady-
state approach, i.e. a long-term stable solution for the collection of interest rate
statistics for the euro area.

A first step in the development of the new interest rate statistics was to
perform a large-scale survey of the future potential users at the end of Decem-
ber 1999. For this purpose a standardized questionnaire was addressed not only
to various ESCB users (ECB, NCBs) but also to external users like Eurostat, the
IMF and the OECD. The summarized results of this user survey were available
at the end of March 2000.

On the basis of the requirements the working group set up the outline of a
possible reporting scheme during 2000. Thanks to the NCBs� previous expe-
rience and suggestions it was possible to partly tone down users� extremely
comprehensive requests to a more realistic level. The cornerstones of the new
statistics turned out to be the compilation of interest rate data both for new
business and outstanding amounts, the limitation of reporting to retail interest
rates referring to households and nonfinancial corporations, the selection of an
interest rate not containing any elements attributable to charges as the central
element of the statistics and, in addition, the collection of the annual percentage
rate of charge only for consumer credit and housing loans on the basis of the
APRC concept (see chapter 5, section 5.3).

In parallel with the discussions in the working group, in June 2000 the
Governing Council of the ECB decided that mandatory cost-benefit analyses
(�merits and costs procedure�) be performed in the course of developing and
implementing new statistical reporting obligations. Essentially, this mandatory

1 EMI (1996), Statistical requirements for Stage Three of Monetary Union.
2 MFIs comprise credit institutions as defined in European Community law and other financial institutions that

receive (close) substitutes for deposits and/or grant loans in economic terms. Because of their specialized
business, money market funds and NCBs are exempt from reporting MFI interest rate statistics.
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procedure is to ensure that prior to the introduction of new statistical reporting
obligations, the costs of their implementation and running expenses be com-
pared with and carefully considered against their benefit for users.

This procedure was thus applied to the new interest rate statistics. In
January 2001, the responsible bodies in the ECB took note of the user require-
ments (formal catalogue of users� requirements and arguments) for the interest
rate statistics, and during February and March 2001 a comprehensive fact-
finding exercise with regard to a number of crucial items in the new reporting
scheme was carried out at potential reporting agents. The responses allowed
important conclusions to be drawn on the applicability and cost load of various
reporting obligations and the informative value of interest rate indicators. The
results of the survey of the reporting agents prompted some changes in a
number of details of the planned interest rate statistics reporting scheme. On
the whole, it should be stressed that the requirements eventually proposed
represented a compromise in many respects between sometimes diverging
positions of individual central banks, including the ECB, as well as a compro-
mise between extensive user requirements and implementability.

In line with the mandatory merits and costs procedure, the NCBs assessed
the costs associated with the new statistics (�costs assessment exercise�) by
means of qualitative cost factors, and, subsequently, evaluated the user benefit
in relation to the aggregated (relative) cost estimates provided by the various
ECB user areas (�matching exercise�).

There was a general understanding that, certainly, it would be expensive to
implement and compile the new interest rate statistics since many countries
would be forced to develop completely new IT applications; on the other hand,
it was indicated that the benefit of these statistics would justify the expense.

The final reporting obligations for the new interest rate statistics were
eventually adopted by way of regulation by the ECB Governing Council on
December 20, 2001, (see chapter 5). Reporting of the new statistics was to
begin in January 2003.

5 Outline of the Scheme and National Implementation
5.1 Statutory Basis
On the basis of its powers as laid down in the ECB statistics regulation,1) the
ECB adopted a regulation containing the essential outlines and details of this
reporting obligation, which was directly addressed to the potential reporting
agents in the euro area. Regulation (EC) No 63/2002 of the ECB concerning
statistics on interest rates applied by MFIs to deposits and loans vis-a‘-vis house-
holds and nonfinancial corporations (ECB/2001/18) thus constitutes the cen-
tral supranational statutory basis for the interest rate statistics.

In line with the principle embodied in Article 5.2 of the Statute of the ESCB
and the ECB, according to which the NCBs of the euro area are to collect the
necessary statistical information to the extent possible, the individual countries
have adapted their national reporting systems on the basis of the ECB regulation
on interest rate statistics and have adopted reporting guidelines for the interest

1 See Regulation (EC) No 2533/98 of the Council of 23 November 1998 concerning the collection of
statistical information by the ECB.
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rate statistics. The reporting framework for the Austrian interest rate statistics is
based, from a national point of view, on the separately prepared reporting
obligations for interest rate statistics established by the OeNB pursuant to
Article 44 (1) Federal Act on the Oesterreichische Nationalbank and based
on ECB Regulation 2001/18.1)

5.2 Subject of Reporting
The new interest rate statistics show the interest rates applied by MFIs in Austria
to euro-denominated deposits and loans vis-a‘-vis households and nonfinancial
corporations resident in EMU Member States,2) covering both interest rates
relating to new business and to the stock of all deposits and loans. Since foreign
currency loans play a major role in the domestic market, in Austria interest rates
for this business line are also collected, albeit only relating to new business.

5.3 Type of Interest Rate
The following two types of interest rates form the basis for the harmonized
interest rate statistics in the euro area:
— the annualized agreed rate (AAR)
— the annual percentage rate of charge (APRC)

In the bandwidth between nominal interest rate and effective rate, the AAR
represents an interest rate that is very close to the nominal interest rate, while
the APRC is, in fact, a typical effective interest rate.

5.3.1 Annualized Agreed Rate (AAR)
As a general rule, the reporting agents are required to provide the annualized
agreed rate for both new business and the stock of all deposits and loans. It
contains only interest payments on deposits and loans, but no other charges that
may apply (for inquiries, administration, preparation of the documents, etc.).
This interest rate is agreed between the reporting agent and the customer for a
deposit or loan, converted to an annual basis and quoted in percentages per
annum. In the event of intrayear interest payments on deposits and loans the
agreed rate shall be annualized by means of the following formula:

1 See the reporting instructions and reporting form for the ECB interest rate statistics at
www.oenb.at/rel/melde_p.htm (in German).

2 Households and nonfinancial corporations cover all nonfinancial sectors other than public households (general
government) as defined by the European System of Accounts (ESA 1995).

A
A
R

A
P
R
C

Type of interest rate

Nominal rate Effective rate

Chart 1

Classification of Interest Rate Types (AAR, APRC)
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AAR = (1 + rag / n)n — 1
with
AAR as the annualized agreed rate;
rag as the agreed interest rate per annum;
n as the number of interest capitalizations per year (e.g. n ¼ 2 for semi-
annual interest capitalizations).
In principle, the reported interest rates on customers� deposits or loans are

to reflect the interest received or paid by the reporting agent; in other words,
interest rate components that are borne by third parties must not be included in
the calculation of the interest rate to be reported. For example, subsidies
granted for deposits under building and loan contracts must not be taken into
account when determining the interest payment, since they do not represent
costs for the reporting agent.

5.3.2 Annual Percentage Rate of Charge (APRC)
In addition to annualized agreed rates, the reporting agents are required to
provide for new business in respect of consumer credit and loans to households
for house purchases the annual percentage rate of charge (APRC) as defined in
Article 1(2)(e) of the Consumer Credit Directive.1) The annual percentage rate
of charge is calculated on the basis of the following mathematical equation, as
defined in Article 33 Austrian Banking Act, which reflects the national imple-
mentation of the above-mentioned EU Directive:

XK¼m

K¼1

AK

ð1þ iÞtK
¼

XK0¼m0

K0¼1

A0
K0

ð1þ iÞtK0

with
i as the APRC (including fees)
AK as the amount of loan disbursement
A0

K0 as the amount of interest payments, repayments and payments of
charges

tK as the interval between the date of the first loan disbursement and
subsequent disbursements

tK0 as the interval between the date of the first loan disbursement and the
dates of interest payments, repayments and payments of charges

The annual percentage rate of charge covers the total costs of a loan to the
consumer. These total costs comprise an interest rate component and a com-
ponent of other (related) charges (fees, commissions, etc.).

5.4 Business Coverage, Time Reference Point
5.4.1 Interest Rates on New Business
The interest rates on new business include all new deposit and loan contracts
concluded or agreed within a reference month.

1 Directive 87/102/EEC of 22 December 1986 for the approximation of the laws, regulations and admin-
istrative provisions of the Member States concerning consumer credit as amended by Directive 98/7/EC of the
European Parliament and of the Council of 16 February 1998.
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They comprise:
— All financial contracts, terms and conditions that specify for the first time

the interest rate of the deposit or loan;
— All new negotiations of existing deposits and loans (this includes parts of the

contract not referring to the interest rate).
According to this definition, new business does not include:

— Prolongations of existing deposit or loan contracts that are carried out
automatically, i.e. without the customer�s active involvement;

— Changes in floating interest rates on account of automatic interest rate
adjustments (agreed in advance) performed by the reporting agent;

— A change from fixed to floating interest rates or vice versa which has been
agreed at the start of the contract.

5.4.2 Interest Rates on Outstanding Amounts
The reporting scheme for interest rates on outstanding amounts referring to
deposits and loans is based on a snapshot observation. Basically, all deposits and
loans outstanding on the last day of the month are included in the calculation of
the interest rate to be reported. Bad loans and loans for debt restructuring at
interest rates below market conditions must not be taken into account.

5.4.3 Special Provision for Specific New Business Categories
with Regard to Weightings

It should be specially emphasized that for reasons of simplifying the definition
and methodology, for specific categories of deposits and loans the definition of
new business applies to the outstanding amounts at a certain point in time at the
end of the reporting period. This means the outstanding amounts at the end of
the month must be used for calculating the average interest rates of new business
in the following categories (see also section 5.6):
— overnight deposits placed by households and nonfinancial corporations;
— deposits redeemable at notice held by households; and
— bank overdrafts vis-a‘-vis households and nonfinancial corporations.

This approach was chosen against the background of the problem of applying
the definition of new business to these categories. Since these categories are
often subject to fluctuations in the outstanding amounts, it would have meant a
disproportionately great effort for the reporting agents — apart from technical
uncertainties — to capture amounts of new business within the meaning of the
general definition of new business.

5.5 Methodology
5.5.1 Capital-(Volume)-Weighting of Interest Rates
An essential element of the new interest rate statistics is the weighting of
interest rates according to the volume in the course of calculating the average
interest rates on deposits and loans to be reported. Both at the level of the
reporting agents and in calculating the average interest rates for Austria and the
euro area the underlying amounts (new business, stock of all deposits and loans)
of an interest category are used for weighting.

While the weighted average interest rates on outstanding amounts referring
to loans and deposits may be taken in full from the existing MFI balance sheet
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statistics, the amounts of new business must be also reported by the reporting
agents.

5.6 Instrument Categories
For consistency reasons the classification criteria followed, to the extent pos-
sible, the definitions applying to the harmonized MFI balance sheet statistics, in
particular as far as the classification of economic sectors and product categories
according to the requirements of the European System of Accounts (ESA 1995)
is concerned.

The interest rates must be reported broken down by several criteria:
— by product category (deposits, loans);
— by economic sector (households including nonprofit institutions and non-

financial corporations);
— by maturity (overnight deposits, deposits redeemable at notice, deposits

with agreed maturity; loans are broken down by initial rate fixation);
— by amount (only for loans to nonfinancial corporations [up to EUR 1 million

or over EUR 1 million]); and
— by purpose (bank overdrafts, consumer credit, loans for house purchases

and for other purposes).
Additional remarks, details:

— For all categories the respective annualized agreed rate must be reported; in
addition, for consumer credit and loans for house purchases the annual
percentage rate of charge (APRC) must be reported (for definitions, see
section 5.3).

— The initial period of fixation of the interest rate is defined as a predeter-
mined period of time at the start of a contract during which the value of the
interest rate cannot change. If after an initial period of fixation the interest
rate automatically changes to a floating rate (as agreed in advance), this
change is not included in the interest rates on new business. New lending
business without any interest rate fixation (floating rates) is captured in the
category of up to one year initial rate fixation.

— Bank overdrafts are generally defined as debit balances on current accounts,
including in particular advances on current account. All bank overdrafts are
captured independently of whether they are within or beyond the limit
agreed between the reporting agent and the customer. Penalties on over-
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loan product

per MFI

Instrument
category
per MFI

Instrument
category

per countr y

Instrument
category

at euro area
level

Chart 2

Principle of Volume Weighting
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drafts in excess of the agreed limits are covered by the annualized agreed
rate only if they are an interest rate component.
Altogether, the harmonized reporting scheme to be complied with by all

NCBs in the euro area comprises 45 interest rate indicators (14 for interest rates
on outstanding amounts and 31 for interest rates on new business). As parts of
the amounts needed for weighting may be taken from the MFI balance sheet
statistics, the reporting agents are required to report only the amounts for a
total of 27 categories.

The following table shows the indicators to be reported broken down by the
approach to be used for volume weighting of the individual interest rate indi-
cators in calculating the average interest rates (snapshot at a certain point in
time or referring to period averages):

In addition to the harmonized indicators for the euro area interest rate
statistics, the Austrian reporting scheme, however, comprises the following
eight categories (interest rates and amounts of new business) because of their
special importance:
— loans to households and nonfinancial corporations denominated in U.S.

dollars, Swiss francs, Japanese yen and pound sterling; and
— savings deposits with agreed maturity held by households (four maturity

bands).

5.7 Reporting Population
5.7.1 Possible Collection Methods for Interest Rate Statistics
Unlike volume statistics, price statistics are suitable for applying alternative
collection methods, allowing to derive sufficiently stable overall results already
from the reports of a subpopulation.

Therefore, the ECB regulation provides not only for a census but also for a
sample survey to compile the interest rate statistics. In a sample survey only a
selection of the credit institutions in the potential reporting population is asked
to report, which considerably reduces the banking sector�s reporting burden as
well as the NCBs� processing effort.

In order to ensure that the national samples are representative in terms of
interest rates and amounts of new business to be reported, the ECB regulation

Table 1

Approach of Volume Weighting by Indicator Categories

Indicators for
new business

Indicators for
outstanding amounts

Number of indicators 25 indicators 6 indicators1) 14 indicators
Time reference point for weighting of amounts Referring to

period averages
Snapshot at a
certain point in
time

Snapshot at a
certain point in
time

Business coverage Amounts of new
business during
the reporting
period

Outstanding
amounts at
end-period

Outstanding
amounts at
end-period

Amounts to be reported in the interest rate statistics 25 indicators 2 indicators —
Amounts compiled in the MFI balance sheet statistics — 4 indicators 14 indicators
1) This refers to the following categories of deposits and loans:

— overnight deposits held by households and nonfinancial corporations;
— deposits redeemable at notice held by households and nonfinancial corporations; and
— bank overdrafts vis-a‘-vis households and nonfinancial corporations.
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laid down minimum requirements for a number of criteria for the use of the
sampling approach:
— Stratification of the institutions into homogeneous strata1) to reduce sam-

pling error;
— Selection of institutions (random sampling or selection of the largest insti-

tutions);
— Minimum sample size (the maximum random error for interest rates on

new business on average over all instrument categories does not exceed 10
basis points at a confidence level of 90%);

— In the absence of such data the sample size may be assumed to be sufficiently
large if it covers at least 30% of the potential reporting population (but no
more than 100 institutions) or if at least 75% of the relevant stock of
deposits and loans are covered by the sample; and

— The sample must be updated at intervals of at most two years.
The variables to be estimated by means of the sample are the interest rates

on and the amounts of new business as well as the interest rates on outstanding
amounts. In the case of the interest rates, the volume-weighted average interest
rate determined on the basis of the individual strata serves as the direct esti-
mator for the interest rates on deposits and loans to be reported to the ECB.

A different approach must be used for the amounts of new business, as these
data are quantitative data. In this case the amounts are extrapolated per stratum
according to the share of the reporting agents of this stratum in the overall stock
of deposits or loans of this stratum.

!���
��

�	������
%�		
���
�	�����

��	
����	�����
*	����
���
��	

���	�	��
+��	
����������


���
�������

*�
��
#��������
#�%����"��
#��

>�
"��������
#�%����"��
#��

!���"� ������

�
��
#�#��
#������
�����
��
#��
�����
#�%����"��
#��

9�����������#�%�=#
�#�
������
��
"�

�����
#������
����#%%��

#��
#
"
#����=#
�#��������
��
"�

17"��
������#�#
8

*�����#�#
8�������
#�������

����#B�����
���#��
#
"
#��

/�#�
����������
�����������$���
#��

/#�#�"����������#B�

9����
#�%���7"#�����
�

1 The strata shall be defined such that the intrastratum variance of the interest rates is lower than the
extrastratum variance (Huygens theorem).
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5.7.2 Selection of Reporting Agents for the Austrian Interest Rate Statistics
In light of the great number of credit institutions in Austria, with a very large
proportion of relatively small banks, it was decided — in line with the core
principle of these statistics, i.e. the weighting of amounts to derive average
interest rates — to apply a representative sampling approach for selecting the
reporting agents. Moreover, this variant seems to be the most cost-efficient
approach to produce the required results also from an overall economic per-
spective.

Accordingly, the actual task was to identify a suitable stratified sample for
the collection of data for the harmonized interest rate statistics against the
background of the following factors and considerations with regard to the
sampling method:
— At a total of about 820 MFIs, the smallest 500 institutions represent only 5%

of total assets, whereas the largest 10 institutions represent far more than
50%.

— Some 700 MFIs belong to one of the three decentralized banking sectors
(Raiffeisen, Volksbank and savings banks), whose business and customer
structures are quite similar.

— Inclusion only of institutions that also report statistical balance sheet data
(contribution to the ECB consolidated balance sheet) (about 370 MFIs1))
because these data are required for volume weighting of specific interest rate
indicators.

— Because of considerable implementation costs, the stability of the sample
should be guaranteed. Particularly for smaller institutions the relative
implementation and operating costs are very high.
As the previous interest rate statistics2) were not suitable to serve as calcu-

lation basis for stratification, in particular due to the small number of reporting
agents, regulatory statistical data of the quarterly report under the Austrian
Banking Act were used alternatively. The major advantage of these data was that
they were widely available to all Austrian credit institutions. From the data of
the quarterly report, implied interest rates3) on loans and deposits were calcu-
lated on a highly aggregated basis per individual institution. These interest rates
provided the basis for model calculations to identify, to the optimum extent, the
number of strata and the reporting agents per stratum.

As stipulated by the regulation, each NCB that chooses the sampling
approach identifies at least one stratification criterion to ensure that the sample
of credit institutions and other institutions is representative of the participating
Member State and the sampling error small. In simulations the most suitable
stratification criterion for the sample chosen in Austria turned out to be the

1 Pursuant to ECB Regulation 2001/13, the �tail� principle is used for collecting the base data for the
consolidated balance sheet of the Austrian MFIs. This means that the data collection must comprise at least
95% of all MFIs, in terms of total assets. Accordingly, the number of reporting agents contributing to the ECB
consolidated balance sheet is only just below 370 of more than 800 MFIs.

2 Collection period from 1995 until mid-2003.
3 Interest rates on outstanding amounts as implicit rates referring to the average of a period are calculated

as quotients, with the numerator as the accumulated flow of interest during the reference period, i.e. the
accrued interest payable on deposits and receivable on loans, and the denominator as the average period
stock.
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�credit institution sector.� 1) However, certain additional adjustments had to be
made in order to meet all quality standards stipulated in the ECB regulation. For
instance, the sectors joint stock banks and special purpose banks were pooled,
and the central institutions and large banks (like savings banks in provincial
capitals) from the multi-tier sectors were added. The latter were removed from
the multi-tier sectors, for their business spectrum deviated significantly from
that of a great number of small institutions in these sectors.

Thus, the sampling scheme currently applied is based on five strata. The
following table shows the detail of the scheme:

The largest stratum in terms of volume is the stratum of �joint stock banks,
special purpose banks and other large banks.� As this stratum turned out to be
the least homogeneous by comparison, most reporting agents were chosen from
this stratum, which produced a very high coverage relating to the stock of all
deposits and loans.

As only banks that report the monetary statistics were to report the interest
rate statistics and, moreover, the new reporting scheme would impose a very
high relative cost burden on small MFIs, the largest institutions within a stratum
were selected from the individual strata as actual reporting agents. Since the
multi-tier sectors are highly homogeneous (as illustrated by low variances in
these strata but also by the comparison of the calculated average implied interest
rates on loans and deposits of the sample with the actual overall average of the
stratum), a relatively small number of banks was sufficient to obtain a repre-
sentative picture of these strata.

From the potential reporting population in Austria, the OeNB eventually
selected 88 institutions as reporting agents. The coverage achieved by means of
this sample is on average about 77% in terms of the relevant deposits and about
82% in terms of the relevant loans.

1 According to the established classification of the Austrian credit institutions into seven major sectors (joint
stock banks, savings banks, state mortgage banks, Raiffeisen credit cooperatives, Volksbank credit cooperatives,
building and loan associations, special purpose banks).

Table 2

Details on the Stratified Sample

of the Austrian Interest Rate Statistics

As per September 30, 2003 Number of banks;
total reporting population

Number of banks;
sample

Coverage1)

Stratum 1 Joint stock banks, special purpose
banks and other large banks

104 43 76 to 100%

Stratum 2 Savings banks2) 58 13 38 to 69%
Stratum 3 Raiffeisen credit cooperatives2) 585 15 9 to 12%
Stratum 4 Volksbank credit cooperatives2) 64 12 29 to 84%
Stratum 5 Building and loan associations 5 5 100%

Total 816 88 —
1) Coverage bandwidth referring to outstanding amounts of deposits and loans in the individual instrument categories.
2) Excluding large banks that are included in the stratum of joint stock banks, special purpose banks and other large banks.
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6 Impact of the New Scheme on the Interpretation
of Results

6.1 Consequences of Capital (Volume) Weighting (Mainly New Business)
Although the capital weighting of interest rates applied in the new statistics
brings a substantial gain in information for analytical purposes, certain special
factors must be taken into account in analyzing the data, especially in the field
of new business.

The great advantage of capital weighting is that every single interest rate is
captured in the statistics in a way that it reflects the actual impact it has on the
profit situation of an individual credit institution, or credit institutions as a
whole, and also on the overall economy.

In the case of housing loans, for instance, building and loan associations with
their large volumes of this type of loan have a considerable influence on the
aggregated interest rate, which is reflected, e.g., in the category �over 1 and up
to 5 years interest rate fixation,� where building and loan associations hold a
share of almost 90% in total new business reported. The capital-weighted
average interest rate thus depicts the actual conditions of the Austrian market
in this business segment. If — like in the previous interest rate statistics — an
unweighted arithmetic mean were calculated across all interest rates reported,
building and loan associations would be captured in the statistics, as in all other
categories, only with a weight of about 17% (5 building and loan associations
among a total of 88 reporting agents).

Capital weighting further implies that a few single large banks with their
large branch networks and — thus — very high lending volumes have a substantial
impact on the interest rates in many categories. The data show, for instance, that
the category �consumer credit over 1 and up to 5 years interest rate fixation� is
profoundly influenced by two major banks which report up to 90% of the
amounts of new business in some months. When these banks stimulate new
business by providing special offers, including special offers for employees
(unlike the old interest rate statistics, the new statistics now also capture these
terms and conditions) and at the same time reduce the interest rate, downward
movements may be more pronounced. This situation may also cause inverted
yield curves (interest rates with longer periods of fixation are below the ones
with shorter or without any periods of fixation).

The situation is similar for the categories where the volume of deposits and
loans to which the interest rates are applied is very small. As the current period
of low interest rates is acting as a brake on new business contracts involving
interest rates with longer periods of fixation, the results in the categories
referring to loans with over 5 years but also with between 1 and 5 years interest
rate fixation were observed to have followed a rather volatile course in the first
months after the introduction of the new reporting scheme. Closer investiga-
tion showed that a few individual large-volume contracts had, sporadically,
greatly influenced the interest rate, thus causing interest rate swings. Therefore,
from a short-term perspective, in these cases only limited conclusions can be
drawn about the transmission mechanism and the general common interest
level.

The predominance of individual contracts in the total result may even cause
problems relating to the confidentiality of individual bank data; however, the
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confidentiality problem is less evident with the data on interest rates than with
those on new business amounts, which at present are not published, not least for
this reason.

The problem is further aggravated by the application of a broad definition to
new business. For instance, renegotiations of an old high-interest contract
where the customer, however, is not in the position to negotiate a more
favorable new interest rate may impact the total interest rate of one category
contrary to the general trend.

In general, capital weighting also produces interest rates that tend to be
lower on the loan side and higher on the deposit side than in the previous
statistics, as they are influenced by the excellent conditions provided to weighty
customers in terms of loan volume or to customers with very good credit
ratings. By contrast, the concept of the most frequently applied interest rate
used in the old statistics tended to reflect the standard terms in the market. The
greater the share of retail business in the respective category (e.g. savings
deposits or floating interest loans), the more prominently the standard terms
feature in the statistics.

6.2 Sector-Specific Characteristics
A special situation arises from the fact that according to the sector definition
pursuant to ESA 95 the household sector also includes nonprofit institutions
serving households.1) As a result, the interest rates in particular in the category
�other loans� are surprisingly low. This is due to the fact that some credit
institutions� share of loans to nonprofit institutions serving households is dis-
proportionately high because a great deal more loans are granted to households
for consumption and house purchases than for other purposes. Therefore,
individual — usually very high — loans to associations, parties or churches, which
often enjoy very favorable interest rates, have a strong downward effect on the
average interest rate and the share of these contracts in the total volume usually
has a stronger effect on the interest rate than actual changes in the credit
institutions� terms and conditions.

6.3 Impact of Credit Ratings on Interest Rates
As the interest rate collected in the interest rate statistics is the annualized
agreed rate, which is the rate actually agreed with the respective customer on an
individual basis, customers� credit ratings have a great influence on the interest
rates reported by the credit institutions. In some categories the interest rates
reported by the banks clearly reveal their customer profiles and a rise in the
interest rate sometimes has less to do with changed market conditions owing to
key interest rate hikes than with an increase in the proportion of customers with
poorer credit ratings. Such increases, e.g. in the field of consumer credit and
corporate lending, may well feed through to the total result for Austria.

1 The sector �nonprofit institutions serving households� comprises institutions which, as non-market producers,
are not profit-oriented and serve households. Their principal resources are derived from voluntary contributions
in cash or in kind from households in their capacity as consumers, from payments made by general governments
and from property income.
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The strong influence of credit ratings on the interest rate captured in the
interest rate statistics clearly shows when a few large loans to customers with
excellent credit ratings, and thus considerable negotiating power, drive down
the interest rate by 10 or more basis points. This strong negotiating position of
some major customers often accounts for the notably low interest rates that are
granted to large nonfinancial corporations or nonprofit institutions serving
households, which play a key role not only in the interest rate reported by
the credit institution but also in the total result for Austria.

Due to the often high correlation between a customer�s credit rating and the
credit volume, this leads to typically very big leaps that seem to be at odds with
the interest rate development in the market. This was especially true for loans
with longer periods of initial rate fixation granted to nonfinancial corporations
in the first months after the introduction of the new statistics, and the domi-
nating influence of credit ratings was revealed to be particularly strong in the
categories where only few contracts represent the reported volume.

The interest rate actually agreed in retail banking is usually composed of the
market interest rate (EURIBOR, ECB key interest rate, etc.) and a premium to
cover the loan default risk, which each bank determines individually for cus-
tomers or groups of customers. In the previous interest rate statistics the
difference compared to the market interest rate allowed conclusions to be
drawn only about the standard premium. The advantage of the new interest
rate statistics scheme over the old one is that the comparison of market interest
rates and reported volume-weighted retail bank interest rates over time pro-
vides information about changes in the risk situation of the banking industry and
thus customers� credit ratings.

In interpreting the interest rates it must also be taken into account that
offsetting effects may occur. If the general economy deteriorates and, as a
consequence, the ECB cuts the key interest rates, banks can be expected to
pass on these changes to their customers, which is how the transmission mech-
anism works. However, even though banks do pass on key rate cuts to their
customers, which, according to both the old and the new interest rate statistics,
they have been doing, the effect felt by the customer may be cushioned because
due to the adverse economic conditions and the ensuing higher default risk, the
risk premium will be raised for the majority of loans.

6.4 Interpretation of New Business
The definition of new business, which is broader than that of the previous
interest rate statistics, is key to interpreting the interest rates on new business.
New business not only includes new contracts that specify for the first time the
interest rate of the deposit or loan but also renegotiations of existing contracts.
Thus, in addition to new contracts, prolongations of existing contracts (unless
carried out automatically), rate changes in fixed-interest contracts or credit line
extensions are captured by the definition of new business. Whether a deposit or
loan contract is considered new business depends on whether the customer is
actively involved in the renegotiation of the terms and conditions; when, for
instance, fixed-interest terms and conditions are to be changed, such customer
involvement is always required. On the other hand, changes in floating interest
rates are usually not considered as new business. The fact that any change in the
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contract that requires customer involvement is assigned to new business is
understandable as at that time the customer might just as well decide differently
and enter into a new contract (possibly even with a different credit institution).
In some cases, however, the customer�s financial situation will allow no other
option but to accept the new terms and conditions. Because of the rather broad
definition of new business in the current low interest rate period, under the
mentioned conditions and with correspondingly large amounts, old contracts
for which a relatively high interest rate was agreed may considerably influence
the interest rate on new business.

The amounts of new business can be very high in particular with loans taken
out in tranches,1) as in such cases not only the amount of the first loan tranche
taken out must be reported but the negotiated full amount (in this case the full
credit line). Therefore, the amounts of new business of a period allow only
limited comparison with corresponding changes in outstanding amounts
reported in the contribution to the ECB consolidated balance sheet. In an
extreme case, the amounts of new business might in one month be even higher
than the entire outstanding amounts for the same category captured in the
contribution to the ECB consolidated balance sheet.

Apart from the categories including real new business within the meaning of
a flow variable, the ECB regulation on the new interest rate statistics also
contains a few new business categories relating to outstanding amounts at the
end of a period. These categories are �overnight deposits,� �deposits redeemable
at notice� and �bank overdrafts.� In the latter category bank overdrafts vis-a‘-vis
nonfinancial corporations are particularly interesting from an analytical point of
view, as due to the broad definition (�debit balances on current accounts�),
advances on current account are also included in this category. For this category
only the interest rates on outstanding amounts at the end of the month are
available, since no reasonable and feasible definition of new business on current
accounts could be found in drawing up the new interest rate statistics scheme.
However, the interest rates for bank overdrafts vis-a‘-vis nonfinancial corpora-
tions appear to be a suitable measure for observing the transmission mechanism
for two reasons: First, the risk of distortions due to volatile new business
amounts does not occur in this category because the amounts are calculated
on an end-of-period basis, and, second, this category usually includes only a
relatively small proportion of contracts with old interest rates.

All other longer-term categories of outstanding amounts are suitable for
observing the transmission mechanism only to a certain extent, given the high
proportion of old contracts and the lacking timeliness of interest rates, but they
are ideal for observing the credit institutions� profits generated by the loan and
deposit business in the different categories.

6.5 The Issue of Key Rates
The problems addressed in this chapter related to the interpretation of certain
interest rate categories as well as the large number of categories contained in the
scheme prompted the ECB to make it easier for users to use the new statistics.

1 Loans that are not taken out in full at the start of the contract but in instalments defined upon conclusion of
the contract.
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Of the interest rates available on the ECB website, a few key interest rates are
to be highlighted (limited selection of indicators from the list of interest rates
to be reported), for which a euro aggregate as well as country-specific results
are published. However, it proved extremely difficult at the level of both
the ECB and the individual NCBs to ascertain which interest rates may be
referred to as key interest rates for the euro area, while having sufficient
weight in the individual countries to provide stable and mutually comparable
results over time. In the end, the ECB decided that the amounts underlying
the interest rates should serve as criterion, thus placing the focus on the new
business categories overnight deposits and overdrafts (referring to the whole
stock).

In our opinion, however, a user who is particularly interested in observing
the transmission mechanism may achieve even better results
— by relying on indicators that are based on �actual� amounts of new business

and whose reported volumes are of corresponding size, or
— by using total aggregates, e.g. the total of all loans, across all categories of

periods of interest rate fixation in order to obtain stable informative time
series, as in this case, in fact, only new agreements are captured and the
amounts underlying the interest rates are sufficiently high.

7 Analysis of the Results of the New Interest Rate
Statistics in 2003

A first analysis of the results of the new interest rate statistics in Austria between
January and July 2003, which for the reasons mentioned above is mostly based
on total aggregates, shows that in July 2003 the capital-weighted average inter-
est rate across all euro-denominated loan categories was 0.86 percentage point
below the value of January 2003, whereas the capital-weighted interest rate
across all deposit categories was 0.65 percentage point lower. Over the same
period, the ECB main refinancing rate declined 0.74 percentage point. This
shows that Austrian banks largely passed the ECB key interest rate cuts on to
their customers. Due to the less marked decline of the interest rates on depos-
its, the margin between the capital-weighted average interest rate across all
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euro-denominated loans and that across all euro-denominated deposits dropped
from 1.71 percentage points in January 2003 to a mere 1.50 percentage points
in July 2003.

7.1 Development of Interest Rates on Loans Referring to New Business
The continuing trend of clearly decreasing average interest rates on loans inten-
sified in most collection categories owing to the key interest rate cut of June
2003. In July 2003 the capital-weighted average interest rate across all euro-
denominated loan categories fell by 0.17 percentage point compared to the
previous month and thus by 0.86 percentage point to 3.5% compared to January
2003. The average interest rate dropped particularly sharply for loans to non-
financial corporations, and especially for loans amounting to over EUR1million,
to be precise from 3.98% in January 2003 by 0.97 percentage point to 3.01%,
whereas the decline was only 0.64 percentage point for loans amounting to up
to EUR 1 million.

Interest rates on housing loans also fell notably, on average by 0.78 per-
centage point against January 2003, whereas interest rate reductions were less
significant for consumer credit (5.15% in July against January 2003, a decline by
0.70 percentage point).

By comparing the annual percentage rates of charge and the annualized
agreed rates, the charges referring to the respective loan categories can be
calculated. In the consumer credit category the share of charges in overall costs
(at 5.88% the annual percentage rate of charge was clearly above the capital-
weighted annualized agreed rate of 5.15% across all periods of interest rate
fixation) was higher than in the category of housing loans (with an annual
percentage rate of charge of 4.41% compared with the capital-weighted annual-
ized agreed rate of 4.18%), even though the charges for housing loans had been
reduced markedly since January 2003 (the difference between the annual per-
centage rate of charge and the annualized agreed rate dropped from 0.41 to
0.23 percentage point).

In the categories covering foreign currency loans, loans denominated in
Japanese yen and Swiss francs, which are by far the most important in terms
of loan size, the already very low interest rates dropped less markedly than the
interest rates on euro-denominated loans. The average interest rate on yen-
denominated loans edged down by 0.08 percentage point to 1.12% against
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January 2003 and the average interest rate on loans denominated in Swiss francs
slid by 0.47 percentage point to 1.55%, while the rates on euro-denominated
loans fell by 0.86 percentage point over the same period.

7.2 Development of the Interest Rates on Deposits Referring to New Business
Interest rates on deposits, too, saw a clear downward trend, albeit to a lesser
degree than interest rates on loans (the corresponding average interest rate
across all euro-denominated deposits dropped by 0.65 percentage point).
The capital-weighted average interest rate across all maturity categories on
savings deposits of households, which is collected by the OeNB in addition
to the deposits to be reported under the ECB regulation, was 2.25% in July
2003 and thus 0.56 percentage point below the corresponding value of January
2003.

The average interest rate on savings deposits with an agreed maturity of over
two years was 2.85%, following a decline of 0.54 percentage point against
January 2003. Thus, in July 2003 the interest rate fell below the 3% mark
for the first time this year. For deposits placed by nonfinancial corporations,

Table 3

Interest Rates1) on Loans Referring to New Business

Loans to households Loans to nonfinancial
corporations

Loans to households and
nonfinancial corporations

Loans
denominated
in euro total

Consumer credit Housing loans Other loans Loans up to
EUR 1 million

Loans over
EUR 1 million

Loans denomi-
nated in JPY

Loans denomi-
nated in CHF

Annualized
agreed rate

APRC Annualized
agreed rate

APRC

% p.a.

2003
January 5.85 6.62 4.96 5.37 5.32 4.57 3.98 1.20 2.02 4.36
February 5.75 6.48 4.86 5.24 5.22 4.67 3.91 1.20 2.01 4.33
March 5.65 6.36 4.85 5.21 5.04 4.59 3.75 1.22 1.85 4.29
April 5.55 6.27 4.50 4.80 4.96 4.46 3.46 1.20 1.80 3.97
May 5.57 6.26 4.37 4.72 4.72 4.29 3.47 1.17 1.79 3.92
June 5.41 6.18 4.39 4.63 4.58 4.04 3.21 1.04 1.59 3.67
July 5.15 5.88 4.18 4.41 4.41 3.93 3.01 1.12 1.55 3.50

Source: OeNB.
1) Unless otherwise stated, the interest rate shall be the annualized agreed rate.

Table 4

Interest Rates1) on Deposits Referring to New Business

Deposits held by households Deposits held
by nonfinancial
corporations

Deposits
denominated
in euro total2)

Savings deposits

Up to 1 year 1 to 2 years Over 2 years Total

% p. a.

2003
January 2.57 3.01 3.39 2.81 2.61 2.65
February 2.59 2.98 3.33 2.83 2.59 2.63
March 2.44 2.91 3.24 2.65 2.32 2.42
April 2.42 2.85 3.16 2.58 2.37 2.41
May 2.34 2.70 3.12 2.54 2.33 2.36
June 2.15 2.55 3.01 2.37 1.99 2.08
July 2.10 2.37 2.85 2.25 1.92 2.00

Source: OeNB.
1) The interest rate is the annualized agreed rate.
2) The average refers to all deposit categories compiled.
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at 1.92 percentage points, the capital-weighted average interest rate across
all maturity periods was below the 2% mark in July 2003 for the second time
this year and therefore lower by 0.69 percentage point than at the beginning
of 2003.
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Annex 1

Austrian interest rate statistics
1995 to 2003

ECB interest rate statistics
since 2003

Type of interest rate Type of interest rate
— Nominal interest rate + certain charges;

fees that banks charge on personal and commercial
loans are included, whereas commissions on turn-
over are not

— Annualized agreed rate contains interest rate
components (intrayear interest payments on
deposits and loans, disagio) but no other charges;

— Annual percentage rate of charge (additionally for
consumer credit and housing loans)

Published interest rate Published interest rate
— Reporting agents provide monthly information
about the interest rate agreed most frequently on
new business in 18 categories during the review
month; no amounts

— The OeNB eliminates 5% of the outliers and
calculates the unweighted arithmetic mean across
the interest rates — the bandwidth is also published

— Reporting agents provide monthly information
about the capital-weighted average interest rate
applied to all new business in 39 categories +
amounts of new business in 35 categories + interest
rates on outstanding amounts in 14 categories

— The OeNB calculates the capital-weighted average
interest rate for Austria, extrapolating in 4 of
5 strata the amounts of new business on the basis
of the stocks of the reported minimum reserve

Reporting population Reporting population
— Reporting agents (in the end 37 reporting agents
due to mergers)

— Selection of the reporting population
Selective sampling — (�purposive sample�)
according to functional and regional criteria

— 88 reporting agents
— Selection of the reporting population
Stratified random sample or biggest credit
institutions per stratum; ECB regulation would also
allow census

— Credit institutions subdivided into 5 strata

Business included Business included
— Only new business
— Narrow definition of new business:
Only new contracts concluded within a month

— Prolongations and changes of previous agreements
not included

— Only �regular business� with Austrians covered
— Foreign currency business, employee or
comparable terms and conditions not covered

— New business + outstanding amounts
— Broad definition of new business: New contracts
plus renegotiations of existing contracts

— Prolongations and interest payments on top
of the interest rate included (unless carried out
automatically)

— All business with households or nonfinancial
corporations resident in the euro area covered

— Foreign currency loans (in separate categories) and
special terms and conditions also covered

Breakdown Breakdown
— Assets side: Only by type of loan
— Liabilities side: By maturity, deposit amount, type
of deposit

— Assets side: Sectoral breakdown by customer, initial
period of fixation, type of instrument and, for loans
to nonfinancial corporations, by amount

— Liabilities side: Sectoral breakdown by customer,
maturity, type of deposit
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