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Housing Wealth of Austrian Households

Real estate holdings, i.e. housing wealth and estates in land account for the majority of assets
owned by Austrian households. At the same time, the associated mortgage loans constitute the
bulk of households’ liabilities. Therefore, detailed data on real estate holdings and real estate
financing are highly relevant both from the monetary policy perspective and with regard to the
objective of maintaining financial stability. This is why in September 2008 the Governing
Council of the ECB decided to initiate a comprehensive project aimed at collecting comparable
data on household assets and liabilities across the euro area. All Eurosystem central banks will
take part in this project. Many other central banks, including those in the U.S.A., Italy, Spain
and Cyprus, have a long tradition of collecting and analyzing such data.

As a first contribution by the Oesterreichische Nationalbank (OeNB) to this Eurosystem
project, this study provides the first microdata-based assessment of Austrian households’ real
estate holdings. In the primary residence category, Austrian households’ average housing
wealth is estimated at EUR 130,000 (or at EUR 110,000, excluding the top 1% of observa-
tions in the real estate wealth distribution of the primary residence), while their average total
housing wealth is estimated to come to EUR 250,000 (or EUR 200,000, excluding the top 1%
of observations in the total real estate wealth distribution). The total housing wealth of

Austrian households is estimated at a minimum of EUR 690 billion.

JEL classification: D14, D31, R21, R31

Keywords: households’ wealth, real assets, housing finance

The major part of Austrian households’
assets is made up of real estate hold-
ings, i.e. housing wealth and estates
in land. Housing wealth differs from
other types of assets. While being part
of houscholds’ assets, owner-occupied
housing is also a consumer good. In
many cases, owner—occupied housing is
mainly debt-financed. Real estate in-
curs relatively high transaction costs
and is not easily liquidated. Moreover,
tax regulations applying to real estate
financing have an influence on incen-
tives for acquiring real estate assets and
render international comparisons of
real estate markets more difficult.

Real estate is often used as collat-
eral for loans. Changes in real estate
prices have an impact on household
consumption and on the capacities of
households to take on credit burdens. A
number of papers suggest that wealth
effects triggered by real estate price
changes affect household consumption

1

more strongly than changes in stock
prices (Case et al., 2005).

Liquidity-constrained households are
granted access to consumer loans be-
cause of their real estate wealth. How-
ever, as the current financial and eco-
nomic crisis has shown, even a small
fraction of houscholds with exceeding
(mortgage) debt can have a major im-
pact on the entire financial and eco-
nomic system.

As mortgage debt accounts for a
large share in total household debt, the
concrete structure of mortgage mar-
kets significantly influences the trans-
mission mechanism of monetary policy.
Changes of key policy rates lead to
changes in mortgage interest rates (via
the interest rate channel) and impact
households’ repayment capacity while
at the same time influencing credit sup-
ply (credit channel). From the mone-
tary policy perspective, whether mone-
tary policy measures have an effect on
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the real estate market or on economic
growth not only depends on the
concrete structure of the lending mar-
ket and the availability of alternative
means of financing but, to a large
extent, on the share of variable rate
loans in total loans. The general ten-
dency to neglect conventional lending
instruments (mortgage loans) in favor
of more strongly market-based types of
real estate financing (e.g. securitiza-
tion) poses new challenges to monetary
policy. Regulatory and institutional
characteristics of mortgage markets
(loan-to-value ratios, banks’ valuation
methods, etc.) may curb or augment
the transmission effect of real estate
prices on the availability of loans to
households.

There are major differences in the
structures of real estate financing in
Europe and the U.S.A. While fixed
interest rate loans dominate the U.S.
market, variable rate mortgage loans
prevail in some European countries (e.g.
Spain or Germany), with a substantial
variation across countries, ranging from
10% to 99% of total loans (ECB,
2009a). Different refinancing practices
on the part of banks as well as institu-
tional differences (e.g. the amount of
exit fees due in case of early repayment)
and cultural factors appear to be the
reason why variable rate loans are not
equally popular across countries. Fiscal
factors also play an important role in
households’ real estate financing deci-
sions (e.g. tax deductibility of mortgage
rate payments).

In Austria, mortgage loans denomi-
nated in foreign currency (mainly in
Swiss francs) are very common. These
loans entail substantial risks,? as has be-
come evident during the financial crisis.

Housing Wealth of Austrian Households

Although real estate holdings play a
major role in Austria, so far there have
been only a few data sources and stud-
ies that estimate real estate wealth
(Hahn and Magerl, 2006; Eizinger et al.,
2004). And none of these studies had ac-
cess to disaggregated household data.

Section 1 sums up essential aspects
in the relationship between monetary
policy and housing wealth. Section 2
presents the OeNB Houschold Survey
on Housing Wealth 2008 (HSHW).
Section 3 presents various estimates
derived from this household survey,
with section 3.1 dealing with estimates
of homeownership rates and section 3.2
with valuation issues. Section 3.3 pro-
vides estimates concerning the average
value of real estate holdings per house-
hold and estimates of the aggregate
housing wealth of all households. Fi-
nally, section 4 focuses on one of the
most important transmission channels
of monetary policy — i.e. via housing
wealth — and contains key figures on
households’” mortgage debt. Section 5
points to follow-up studies dealing in
more detail with methodological issues
and specific aspects of housing wealth.

1 Housing Wealth
and Monetary Policy

To improve their economic analyses of
monetary policy and financial stability,
central banks make increasing use of
microdata on the assets, liabilities and
expenditure of households. The first
central banks to conduct related sur-
veys at the national level were Italy (in
the early 1960s) and the U.S.A. (as
of 1983). Nowadays, many central
banks carry out such surveys, mostly at
regular intervals, e.g. those of Australia,
Cyprus, Greece, the Netherlands,

2 This is particularly true for foreign currency loans linked to fixed-maturity repayment vehicles and means that

such loans are riskier than others since they are not only subject to exchange rate risk, but the yield curve of the
underlying repayment vehicles is unpredictable and additional valuation risks may exist.
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Portugal and Spain. In September 2008,
the Governing Council of the ECB de-
cided that in the future all central banks
in the euro area would conduct such
household surveys (ECB, 2009b). This
measure aims at substantially improv-
ing the basis for analyzing monetary
policy and financial stability-related
issues within the Eurosystem.

The current financial crisis clearly
illustrates the significance of such data:
It is the varying degree of indebtedness
across different income, professional and
age groups rather than the amount of
household debt across the entire house-

hold sector which indicates potential
risks for financial stability and the
transmission of monetary policy stimuli.
Central banks’ fundamental objective
of ensuring financial stability would
be difficult to attain without economic
analyses on the basis of microdata.
However, quantitatively realistic models
of households’ spending behavior are
also of crucial importance for monetary
policy and continue to gain significance
in a globalized environment. Housing
wealth plays a particularly important
role in the transmission of monetary

policy (box 1).

Box 1

Transmission of Monetary Policy via Housing Wealth!'

A Direct Transmission Channels
A.1 Cost of Capital

If short-term interest rates are raised following a monetary policy decision, long-term interest
rates tend to increase as they are tied to the expected future short-term rates. This drives up
the cost of borrowing capital, which in turn reduces demand for real estate. The greater the
share of variable rate loans in total loans, the stronger this effect will be.

A.2 Expected Future Changes in Real Estate Prices

When interest rates are raised, demand for real estate goes down and so do real estate prices.
However, if an interest rate increase additionally reinforces expectations of a further tightening
of monetary policy, this slows down the expected rise of real estate prices, which results in
higher current costs of capital and, consequently, a further decline in the supply of and demand
for real estate. This is only the case if the expectations of a future price increase are influenced
by monetary policy. Otherwise, if expectations of a future increase of real estate prices remain
unchanged, a drop in current real estate prices will have a positive effect on demand.

A.3 Real Estate Supply

As real estate is developed relatively quickly, short-term interest rates are relevant for the sup-
ply side as well. Higher interest rates increase the cost of real estate development, which in
turn curbs building activities.

B Indirect Transmission Channels
B.1 Effects of Real Estate Price Changes

The life-cycle theory implies that every unexpected change in asset prices impacts consump-
tion. This also applies to real estate assets, which are distributed more evenly across the
household population than more volatile forms of assets (e.g. stock holdings). Changes in real
estate prices therefore do not only concern wealthy households, which have a lower marginal
propensity to consume than households with smaller assets. Many studies suggest that real
estate price changes impact consumption more strongly than stock price changes (ECB, 2004;
Catte et al., 2004).

! See Mishkin (2007).
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B.2 Credit Channel and Balance Sheet Effect on Consumption

An increase in real estate prices may indirectly boost consumption if loans become more easily
accessible for households. This applies not only to households whose access to credit was pre-
viously restricted. Many households hold assets while at the same time being subject to consid-
erable liabilities (Fessler and Mooslechner, 2008). Generally, information on asset-backed
collateralization is important for lenders, which plays a significant role particularly in markets
where access to information is asymmetrical. Borrowing and lending can thus be modeled as
strategic interaction.

Studies on the U.S.A. have examined the effects of housing wealth on consumption (for an
overview, see e.g. Altissimo et al., 2005). The findings imply that a change in housing wealth
by USD 1 results in changes in consumption patterns of between USD 0.02 and USD 0.09.
Case et al. (2005) provide evidence that a 10% increase in housing wealth boosts consumption
by approximately 1.1%, while a 10% increase in stock holdings hardly impacts consumption at
all. Carroll et al. (2006) also differentiate between short-term and long-term effects of housing
wealth on consumption. With regard to financial wealth, Catte et al. (2004) estimate the long-
run propensity to consume out of financial wealth to be between 0.01 in Italy and 0.07 in
Japan. The OECD average is 0.035 and the U.S. average is 0.03.

B.3 Credit Channel and Balance Sheet Effect on Real Estate Demand

From a neoclassical perspective, it does not make a difference whether a household opts for a
fixed rate or a variable rate loan, since the average interest rate over the duration of real
estate ownership is the relevant parameter also for variable rate loans. If households have
restricted credit access or their borrowing behavior is based on nothing more than rules of
thumb, however, short-term interest rates and the chosen type of financing (fixed rate or vari-
able rate loans) have an impact on real estate demand. The higher the short-term interest
rates and the greater the share of variable rate loans in total loans, the lower demand will be.
Especially for households with restricted credit access, the cash flow, ie. the difference
between current income and expenditure, is an important factor in financing. If financing costs
for variable rate loans increase due to a rise in short-term interest rates, the households
affected will have higher expenses. Higher nominal interest rates impact the cash flow, which
in turn reduces demand for real estate since a lower cash flow also restricts the amount of
credit these households can afford to take on or will be granted.

For Austria, these effects are of specific relevance because on the one hand, Austria posts
a considerably high percentage of variable rate loans by international standards and on the
other hand a number of risks accumulate due to the relatively large share of foreign currency
loans in total loans in Austria.

2 OeNB Household Survey
on Housing Wealth 2008

survey investigating the housing wealth
of Austrian households. The respon-

This study is based on empirical data
collected during the OeNB Household
Survey on Housing Wealth 2008
(HSHW 2008), which was conducted
as a pilot project for the planned com-
prehensive Eurosystem household sur-
vey.” It is a representative household

dents were either the owners or ten-
ants* of the respective household’s real
estate at the time of the interview. The
survey focused on the ownership of the
respective house/apartment and of ad-
ditional real estate belonging to any of
the household members as well as on

? The HSHW 2008 fieldwork was conducted by the Institute for Empirical Social Studies (IFES).

* The person identified as tenant in the applicable rental agreement.
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the related liabilities owned by the
household.® Furthermore, detailed socio-
economic characteristics and data con-
cerning intergenerational transfers in
connection with housing wealth were
compiled. The questionnaire contained
a total of 168 questions, 28 of which
were related to socio-economic charac-
teristics (additionally, 8 questions had
to be answered personally by the inter-
viewers themselves).

The survey was carried out using a
computer-assisted personal interview-

ing (CAPI) method, which allows for

immediate plausibility checks during
the course of the interview, thus
making it possible to correct for incon-
sistencies right away. The survey was
conducted in January, February and
March 2008 with fieldwork taking
approximately nine weeks. Compre-
hensive follow-up research was carried
out until September 2008.

2.1 Sample

The selection process and criteria for
choosing individual units of the target
population that are to be included in

Table 1
HSHW 2008 Coverage
Addresses | Neutral Adjusted | Not Refused to | Eliminated | Successful | Coverage
drawn non- sample present take partin| interviews | interviews | rate
responses attime of | survey (high rate
(wrong interview of non-
address, response,
etc) editing)
Number %
Vienna 938 35 903 133 309 10 451 499
Lower Austria 576 " 565 59 79 6 420 74.3
Burgenland 108 9 99 19 9 1 72 727
Styria 432 5 427 61 67 2 295 69.1
Carinthia 204 3 201 32 27 1 140 69.7
Upper Austria 504 33 471 59 75 12 326 69.2
Salzburg 192 7 185 28 21 2 134 724
Tyrol 252 24 228 27 32 6 164 719
Vorarlberg 132 14 118 15 17 7 79 67.0
HSHW 2008, total 3,338 11 3,197 433 636° 47 2.081 65.1
The Spanish Survey of Household Finances
(EFF) 2005 15,662 1,275 14,387 1,602 6,634 189 5962 414
Survey of Consumer Finances (SCF)
Area probability sample 2004* X X X X X X 3,007 68.7
Survey of Consumer Finances (SCF)
List sample 2004* X X X X X X 1,515 34.7
Socio-Economic Panel (SOEP) 2006° 3,931 181 3,750 485 1,659¢ 100 1,506 40.2
Household Wealth Survey (HWS) 2004* X X 5228 X X X 3,455 66.1
Survey on Household Income and Wealth
(SHIW) 1998° 17,668 1425 16,243 2,727 6,369 X 7147 44.0

Source: HSHW 2008, EFF (2005), SCF (2004), SOEP (2006), HWS (2004), SHIW (1998).

" Bover (2008, p. 26).

2 Kennickell (2005, p. 4) and Bucks et al. (2009, p. 54).
’ Von Rosenbladt et al. (2007, p. 15f); first survey, sample ,H".

* Niemeldinen et al. (2006, p. 26).
5 D'Allesio and Faiella (2002, p. 20).

¢ Refused to take part in survey or could not participate due to health problems or language barriers (SOEP: 172 of 1,487 addresses).

5

The survey also included real estate holdings abroad. Private foundations were not included in the survey, but the

probability that one of the households in the sample owns a private foundation is very low since rich households

tend to be unterrepresented in surveys of this type.
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the sample in order to attain a repre-
sentative sample of the target popula-
tion are laid down in the sample design
(Fessler et al., 2009). Additionally, it
may be important to ensure representa-
tiveness at sublevels or include a dispro-
portionately large number of respon-
dents from specific population groups
in order to obtain more precise estima-
tors (oversampling).® The HSHW 2008
uses a stratified multistage cluster ad-
dress random sample.”

2.2 Response Rates =
Unit Nonresponse

Unit nonresponse occurs when a se-
lected household refuses or is unable to
participate in the survey. From a total
of 3,338 addresses drawn, 2,081 turned
out evaluable CAPI interviews in the
end, corresponding to a response rate
of 65.1%. By comparison, the coverage
rate reached in the Fed’s Survey of
Consumer Finances (SCF) in 2004 was
68.7%, while it was 41.4% in Banco de
Espafia’s Survey of Household Finances
(EFF) in 2005 and 40.2% in the Socio-
Economic Panel of the German Insti-
tute of Economic Research in 2006
(table 1). It must be kept in mind, how-
ever, that these surveys cover both
households’ housing wealth and finan-
cial wealth (if respondents receive ad-
vance information on all topics of the
survey, lower response rates have to be
expected for surveys that include ques-
tions on both financial and housing
wealth than for surveys that include
questions on housing wealth only).
Table 1 presents the nonresponses cate-
gorized by reasons for nonresponse.
Nonresponse rates were comparatively
high in Vienna, which is in line with
experience gained in other surveys in
urban areas.

o Oversampling was not applied in the HSHW 2008.
7 See Wagner and Zottel (2009) for further details.

Housing Wealth of Austrian Households

Housceholds were weighted ex post
in order to align the sample with cer-
tain characteristics of the general popu-
lation. Households were weighted ac-
cording to their province of residence,

the size of the respective municipality
and of the individual household.

2.3 Item Nonresponse =
Imputations

Besides the problem of unit nonre-
sponse, i.e. the nonresponse of an en-
tire household selected (drawn), item
nonresponse issues may also occur in
such surveys. Item nonresponse refers
to a situation where respondents either
refuse to respond to individual ques-
tions or cannot answer them. This
would not pose a problem if data omis-
sions were distributed randomly over
households. But this cannot be assumed.
Evidence for the fact that wealthy
or high-income houscholds tend to
refuse responses more often, especially
if questions concern wealth and in-
come, can be found in the literature
(Kennickell, 1998; Albacete et al.,
2009). Without taking this fact into
account, the estimates for the related
variables will be biased. To correct for
such omissions, research has come to
rely on imputation methods.

Table 2 illustrates the item nonre-
sponse rates for several important vari-
ables where data omissions occurred.
The HSHW 2008 item nonresponse
rate for these questions is average by in-
ternational standards. The question on
household income, for example, had a
response rate of 67%, while 23% of
Austrian households were willing to as-
sign their houschold income to a cer-
tain bracket. The German Socio-Eco-
nomic Panel achieved a response rate of
78% for the household income question
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in 2000 (Frick and Grabka, 2003),
the Fed’s SCF obtained 69% in 1995
(Kennickell, 1998) and Banco de Espana’s
EFF reached 48% in 2002 (Bover,
2004). The response rate for classifying
income according to brackets was 23%
for the HSHW 2008 and 18% for the
SCFin 1995.3

If missing data are not imputed, es-
timates will be biased because these
data would be left out in the estimation
process. This method is referred to as
“listwise deletion” in the literature
(Little and Rubin, 2002). The missing
data are often associated with specific
household  characteristics, especially
with variables such as high income,
high educational level or expensive resi-
dential area that correlate positively
with a high wealth. Imputation corrects
for these distortions at least partially.
Certain statistical imputation methods
(multiple imputation) additionally take
into account that imputed data do not
exactly correspond to the real values
but are subject to a certain degree of
uncertainty. For the HSHW 2008, a
multiple imputation method was used
(Albacete et al., 2009).

3 Real Estate Ownership
and Housing Wealth

How many households own real estate?
This question generally refers to owner-
ship of the primary residence. The primary
residence is defined as the place of resi-
dence where the respondent mainly
lives at the time of the survey, i.e. the
responding owners/main tenants need
not have registered this residence as
their primary residence. The question
addresses ownership of the house/
apartment in which the interviewed
household member lives. Any other
pieces of real estate assignable to the
same household are subsumed as other
real estate. Other real estate (e.g. houses,
apartments, hotels, office spaces, plots
of land, etc.) is assigned to the house-
hold if one household member is the
(partial) owner of the real estate.

3.1 Real Estate Ownership

According to the HSHW 2008, some
50% of Austrian households own their
primary residence. This rate is below
the ownership rate of around 57% ex-
trapolated by Statistics Austria, which
may be attributed either to the preci-

Table 2
Selected Item-Nonresponse Rates for the HSHW 2008
Have items’ | Rate of Rate of Rate of Rate of
households | households | households | households
surve- surve- that opted | that refused
yed that yed that for “don't | to answer
indicated indicated know"
a specific a specific
amount bracket
%
Net household income 100.0 67.3 22.6 0.4 9.6
Estimated selling price of property 521 734 14.8 7.3 4.4
Estimated purchase price of property 39.8 65.7 209 8.1 53
Amount of loan (first loan taken out) 29.6 844 6.9 4.0 47
Estimated value of inherited property 2041 61.5 0.0 6.9 31.6

Source: HSHW 2008.

"In line with Kennickell (1998), “have items” designates the rate of households to which the question applies.

¥ Some of the quoted survey waves are not very recent. They were nevertheless used in comparing coverage rates for

the household income question as more recent data are not available.
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sion of the two estimators or to incon-
gruent definitions of “primary resi-
dence.” For example, a student living in
her own household — a rented apart-
ment — in Vienna would be considered
the tenant of a primary residence in the
HSHW 2008 even if the apartment was
only officially registered as her second-
ary residence. The definition of “pri-
mary residence” chosen for the HSHW
2008 relates more closely to the actual
(living) situation and is more in line
with what is identified in such surveys
as being a “household.”

Ownership rates (of the primary resi-
dence) differ widely between Vienna
and the rest of Austria. In Vienna,
around 19% of respondents said they
owned their primary residence while
the ownership rate is significantly
higher at about 59% in the rest of
Austria. Chart 1 shows the estimators
for the ownership rate in different age
categories for Austria as a whole. The
age given is the age of the responding
(main) owner or tenant of the house-

hold surveyed. Ownership of the pri-

Housing Wealth of Austrian Households

mary residence starts to be of particu-
lar relevance for the age groups of
30 to 39 years and above. The owner-
ship rate increases significantly again
in the age group of 40 to 49 years
and then declines slightly for age 70 or
older.

With regard to household size, the
ownership rate for Austria as a whole
(chart 2) rises significantly with the
number of persons living in the same
household. It is worth noting that
ownership rates climb most signifi-
cantly at the transition from one-
person households to two-person house-
holds, namely from some 35% to 54%
(which is above the Austrian average).
The highest ownership rate, at about
67%, is recorded for the largest house-
holds (five or more persons).

Blue-collar and white-collar workers
are significantly less likely to own their
primary residence than self-employed
persons, entrepreneurs and civil ser-
vants (chart 3), while farmers record an
above-average ownership rate. The es-
timators for farmers and for other

Chart 1
Ownership Rates for Primary Residences according to Owners’ Age
%
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90
80
70
60 RestofAustria ... { ______________ { ______________ .{ ______________________
so JAustriaasawhole | I _______
w0 i
30
Vienna
o o |
10
0
18 to 29 years 30 to 39 years 40 to 49 years 50 to 59 years 60 to 69 years 70 years or older

® Ownership rates and corresponding 95% confidence intervals

Source: HSHW 2008.
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Chart 2

Ownership Rates for Primary Residences
according to Number of Household Members
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Source: HSHW 2008.

Chart 3

Ownership Rates for Primary Residences according to Occupation
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©® Ownership rates and corresponding 95% confidence intervals

Source: HSHW 2008.

Note: The upper limit of the confidence interval for farmers was corrected downward to the highest possible value.
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Chart 4

Vienna versus Rest of Austria: Ownership Rates for Primary Residences

according to Net Household Income
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occupational groups (contractors, free
agents, etc.) are based on a small sam-
ple size (each n <60), however; so that
these estimates have to be interpreted
with caution.

Chart 4 illustrates the ownership
rate for Vienna as compared to that for
the rest of Austria, broken down by net
household income. Both in Vienna and
in the rest of Austria, the ownership
rate increases with household income.
However, this correlation is signifi-
cantly stronger in Vienna, where the
ownership rate triples between the first
and the fourth income quartile.

3.2 Assessment of Housing Wealth

The assessment of housing wealth poses
a special challenge in data analysis. In
principle, there are several ways of
dealing with these conceptual difficulties.

In the HSHW 2008, respondents
are asked to provide the purchase price
of the real estate, the construction
costs or, if applicable, the costs of con-
version after purchasing/building the
property. Additionally, the respondents

are asked to specify when they pur-
chased the property. On the basis of
price development information, these
data can then be extrapolated for 2008.
This method has obvious weaknesses,
since real estate prices develop differ-
ently in different regions, while the
equivalent value in terms of purchasing
power can only be computed on the
basis of the Austria-wide consumer
price index (CPI). Moreover, this ex-
trapolation is based on the assumption
that real estate prices have developed in
line with consumer prices.

Information provided by respon-
dents about their property’s living space
in square meters and the type of prop-
erty (house, owner-occupied apartment,
building located on property owned by
others), the interviewer’s assessment of
the property’s quality (basic, medium,
good or very good housing quality) and
its location (ZIP code) allow for a com-
parison with current selling prices on
the basis of the real estate price report of
the Austrian Federal Economic Cham-
ber (WKO Immobilienpreisspiegel).
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The respondents were also re-
quested to give an estimate of the cur-
rently achievable selling price of their
property. It is easier to assess the valid-
ity of data through a comparison of the
various available estimates. In compa-
rable international surveys, the selling
price estimate provided by the owner
of the respective property is considered
the most reliable source for the actual
value of the property (Bucks and Pence,
2006; Cannari and Faiella, 2008;
Cannari et al., 2008). Whether the
owner actually is the most reliable source
for estimating the property’s currently
achievable selling price may, however,
depend on the availability of disaggre-
gated statistics on current selling prices
and/or on whether residential areas can
casily be differentiated by residents’
social status and household wealth, as
all this information is essential for the
validity of any other estimates.

By way of a plausibility check, own-
ers’ estimates were compared to data
provided by the WKO Immobilienpreis-
spiegel, which indicates current selling
prices (per square meter) of real estate
(used owner-occupied apartments, de-
tached and terraced houses, building
plots, etc.) across all Austrian districts,
broken down by housing quality (basic,

medium, good, very good).

A comparison of the various esti-
mates reveals that distributions are
rather congruent, particularly with re-
spect to their spread. Specifically, the
mean value and the median calculated
from the value of primary residences as
estimated by owners are EUR 260,000
and EUR 200,000 respectively, and
the corresponding values extrfl'polated
from data given in the WKO Immo-
bilienpreisspiegel are EUR 180,000 and
EUR 150,000. Differences may be at-
tributable, for example, to interviewers
underestimating the housing quality
category or owners overestimating the
value of their real estate. Moreover,
the WKO Immobilienpreisspiegel only con-
tains a small number of observations
for some districts. Premium-value real
estate is not represented at all using the
calculations based on the WKO Immobi-
lienpreisspiegel. For example, the highest
purchase price quoted by an owner in
the HSHW 2008 is twice the maxi-
mum value calculated on the basis of
the WKO Immobilienpreisspiegel.

3.3 Value of Housing Wealth

3.3.1 Value of Primary Residence

In the primary residence category,
the average value of household real es-
tate wealth in Austria is approximately

EUR 130,000 (table 3). The corre-

Box 2

Information on the Disclosed Data

All values given in this study are rounded to the next 10,000 to account for slight changes in
data records that might be caused by a further refinement of the multiple imputation method
in the coming months. Real estate wealth distribution is strongly skewed to the right, indicating
that real estate wealth is distributed very unequally. A few observations can, therefore, sub-
stantially impact the mean values, so that two values are given in each case: one value that
takes all data into account and one that excludes the uppermost percentile (top 1%) of all
observations from the calculation. This calculation is based on the assumption that the mean
value of the excluded top percentile equals the mean value of the remaining 99%. This type of
representation was chosen in order to make as transparent as possible how robust the estima-
tors are in relation to the skewness of the distribution. All represented values are gross values.'

" Netting off loans taken out for housing financing is not useful since the survey did not capture all wealth components
and real estate may also be used as collateral for consumer loans.
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sponding value of housing wealth based
on the data excluding the top 1% of
observations in the real estate wealth
distribution of the primary residence is
EUR 110,000. As all tenants are as-
signed a value of zero in this calculation,
the median for the two variables is zero.
If the calculation includes only the
households that actually own their pri-
mary residence, the respective values
are EUR 260,000 and EUR 230,000.

If only the group of households
owning their primary residence is con-
sidered (table 4), housing wealth is again
unequally distributed across regions.
The respective difference between mean
value and median for Vienna is above
that for the rest of Austria, both for all
observations and for observations ex-
cluding the top 1%.

Data on real estate owners’ educa-
tional level (table 5) reveal that the pri-
mary residences particularly of owners
that have completed tertiary education
have a significantly higher value. While

Housing Wealth of Austrian Households

younger owners tend to have a higher
level of education, the level of wealth
correlates positively with age. These
divergent effects dampen wealth differ-
ences across educational levels.
Breaking down the value of owner-
occupied real estate by the educational
level of the owners’ fathers, it becomes
evident that the above mentioned in-
equalities persist over time. The value
of owner-occupied real estate belong-
ing to owners whose fathers have com-
pleted tertiary education is significantly
higher. In fact, given the age effect,
obviously the value of property owned
by respondents whose highest level of
education is compulsory education is

also relatively high.

3.3.2 Value of All Properties — Primary
Residence and Other Properties

The average Austrian household has real
estate holdings worth EUR 250,000

(all observations) or EUR 200,000 (ex-
cluding top 1% in the total real estate

Table 3
Estimated Selling Price of Primary Residence
All observations ‘ Excluding top 1%
Mean value | Median ‘ Mean value | Median
EUR
All households 130,000 0 ‘ 110,000 0
Owner households only 260,000 200,000 230,000 200,000
Source: HSHW 2008.
Table 4

Estimated Selling Price of Home Owners’ Primary Residences

All observations

‘ Excluding top 1%

Mean value | Median ‘ Mean value | Median
EUR
Rest of Austria 260,000 200,000 230,000 200,000
Vienna 260,000 190,000 230,000 180,000

Source: HSHW 2008.
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Table 5
Estimated Selling Price of Home Owners’ Primary Residences -
Breakdown by Level of Education
All observations Excluding top 1%
Mean value | Median Mean value | Median

Owner's highest Compulsory education

level of education  Ap5renticeship, vocational school,

intermediate or higher technical/
vocational school

High school (Matura)

College, university, academy

Owner’s father's  Compulsory education
highest level of

- Apprenticeship, vocational school,
education PP P

intermediate or higher technical/
vocational school

High school (Matura)
College, university, academy

Source: HSHW 2008.

EUR
220,000 170,000 200,000 170,000

260,000 200,000 230,000 200,000
260,000 200,000 220,000 190,000
300,000 230,000 250,000 220,000

250,000 190,000 220,000 190,000

260,000 200,000 230,000 200,000
230,000 180,000 230,000 180,000
400,000 250,000 260,000 220,000

wealth distribution), respectively. If
only the housecholds that own their pri-
mary residence and/or other real estate
are taken into consideration, average
real estate wealth amounts to EUR
420,000 and EUR 330,000, respec-
tively. The EUR 90,000 difference be-
tween the two mean values (table 6)
clearly shows to what extent the top
percentile of the distribution influences
such calculations. The distribution of
the value of all real estate, i.e. the value
of primary residences plus any other
real estate held, is even more unequally
distributed than that of the value of pri-
mary residences alone.

A comparative analysis of house-
holds owning their primary residence
or other real estate in Vienna and in the
rest of Austria renders a picture similar
to that of the analysis of primary resi-
dence ownership. Higher mean values
and lower medians for Vienna point to
more pronounced differences in Vienna
which are not only attributable to the
significantly lower ownership rate
found there. Still, it should be noted
that the estimator for Vienna is less
precise than that for the rest of Austria
as the number of observations for Vienna
is smaller.

Table 6

Estimated Selling Price of Total Real Estate Holdings
(Primary Residence and Other Real Estate)

All observations

‘ Excluding top 1%

Mean value | Median ‘ Mean value | Median
EUR
All households 250,000 100,000 200,000 90,000
Owner households only 420,000 220,000 330,000 210,000

Source: HSHW 2008.
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Table 7

Estimated Selling Price of Owner Households Total Real Estate Holdings

(Primary Residence and Other)

All observations

Excluding top 1%

Mean value | Median ‘ Mean value | Median
EUR
Rest of Austria 400,000 220,000 330,000 220,000
Vienna 500,000 200,000 360,000 200,000

Source: HSHW 2008.

3.3.3 Total Value of Real Estate
Microdata surveys do not primarily aim
at estimating aggregates. Rather, such
surveys seek to derive economic rela-
tionships from abundant data on house-
holds. Unfortunately, in Austria — as in
many other countries — hardly any con-
clusive macroeconomic data are avail-
able on households’” housing wealth.

Hahn and Magerl (2006) estimate
the market value of total real estate
holdings in Austria at EUR 692 bil-
lion, with households accounting for
EUR 387 billion (estates in land worth
EUR 133 billion, residential buildings
worth EUR 254 billion), businesses for
EUR 231 billion (estates in land worth
EUR 33 billion, commercial buildings
worth EUR 198 billion) and agricul-
tural or forestry real estate coming
to EUR 74 billion (estates in land
worth EUR 34 billion, buildings worth
EUR 40 billion). In the methodology
used by Hahn and Magerl, the price
indices published by Statistics Austria
served to derive estimates based on the
capital stock model of the Austrian
Institute of Economic Research (WIFO),
while estimates regarding estates in
land were mainly based on price indica-
tors. Eizinger et al. (2004) estimate the
value of owner-occupied housing in
Austria at EUR 428 billion (2002).

The HSHW 2008 also allows for
projections for the total approximate
real estate wealth of Austrian house-

holds. To this end, weighted household
values are scaled upward in such a way
as to reflect the total number of house-
holds in Austria in 2007 (most recently
available value). According to this cal-
culation, the total real estate wealth of
Austrian households comes to a mini-
mum of approximately EUR 690 bil-
lion. This calculation is based on the
assumption that the mean value of the
excluded top percentile equals the
mean value of the remaining 99%. If
the maximum value for the data set
excluding the top 1% is used instead of
the top percentile values, the total
value would come to some EUR 790
billion. If all data, including the so-called
outliers, are taken into account, the re-
sulting value is approximately EUR 880
billion.

A value range from EUR 690 billion
to EUR 880 billion for Austrian house-
holds’ total real estate wealth, as derived
from the above calculations, appears to
be relatively plausible. International
findings based on microdata surveys
(Sierminska et al., 2006) record a share
of housing wealth in houscholds’ total
assets of some 60% (U.S.A., U.K)) to
80% (Italy, Germany, Sweden). The ECB
estimates the share of real estate wealth
in households’ total assets for 2007 to
come to about 60% (ECB, 2008). Ac-
cording to financial accounts data, the
financial assets of Austrian households
(including self-employed persons) were

MONETARY POLICY & THE ECONOMY Q2/09

117



Housing Wealth of Austrian Households

EUR 416 billion in the fourth quarter
of 2007 In line with this figure, the
share of housing wealth in Austrian
households’ total assets would range
from 62% to 68%. The plausibility of
these figures is further supported by
the fact that microdata surveys often
underestimate financial assets in partic-
ular. Therefore, international findings
derived from microdata surveys tend to
indicate the upper limit for the share of
real estate wealth in total assets.

4 Housing Finance

Debt resulting from real estate financ-
ing accounts for the largest share of
total household debt. In turn, real
estate is the most popular collateral for
household debt.

In the HSHW 2008, households
were asked whether they took out a
loan to acquire or build their home;
moreover, they had to give the number
of loans taken out and provide addi-
tional details about the loans (type of
loan, total loan amount, collateraliza-
tion, residual debt outstanding, interest

rate, duration, underlying repayment
vehicles).

According to the HSHW 2008,
33% of all home owners reported
mortgage debt outstanding from real
estate financing (result covers primary
residences only)."” In the two lower
age groups (18 to 29 years and 30 to
39 years), 51.6% and 64% of home
owners, respectively, had taken out
mortgage loans for the purchase of
their home. Ownership rates for these
two age groups are lower (16.5% and
40.4%, respectively). Households be-
longing to the two lowest income quar-
tiles also exhibit below-average owner-
ship rates. The share of home owners
with outstanding loans is even lower
for the two lowest income quartiles; in
the higher quartiles, this share in-
creases to some 40%."" 29% of the in-
debted households have taken out at
least one foreign currency loan.

According to ECB monetary statis-
tics, 27.5% (in terms of total amount)
of households’ outstanding loans in the
fourth quarter of 2007"* were issued in

Table 8

Share of Households with Outstanding Loans

of at Least One of the Quoted Types'

Type of loan Vienna ‘ Rest of Austria| Total

% of households
Foreign currency loan 26.2 28.8 28.5
Euro-denominated loan 79.0 749 75.3
Other loans (from family, friends, etc.) 6.4 6.0 6.0

Source: HSHW 2008.

! Share in total number of households with outstanding loans.

Note: Figures may not add up to 100% because households may have more than one loan outstanding. The “Other loans” option is of small

sample size (1<50).

? This value includes investments in businesses not publicly traded to the amount of EUR 31.6 billion. Equity
investment may partly include estates in land abroad, which are recorded as equity investment in thefinancial

account (worth around EUR 3 billion).

! For further details on housing finance of households, refer to Albacete and Wagner (2009).
"' Sample sizes are small (n<50) for both the lowest age group and the lowest income quartile.

12 I e. at the time when data on loans outstanding were collected in the HSHW 2008.
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foreign currency (Swiss franc, Japanese
yen). Slightly more than one-quarter of
outstanding loans (26.3%) was denomi-
nated in foreign currency. In most
cases, loans taken out were secured by
a mortgage. The respondents claimed
that 83.5% (in terms of volume) of
their outstanding foreign currency loans
were collateralized by mortgages. At
94.1%, the share of euro-denominated
mortgage loans is even higher.

By European standards, the share of
variable rate loans (ECB, 2009a) in
Austria is rather high."” According to
the HSHW 2008, the majority of house-
holds with outstanding loans (65.9%)
had agreed to a variable interest rate
when taking out their loans, while
41.0% opted for a fixed rate loan. 6.3%
of the indebted houscholds said they
had been granted at least one interest-
free loan (from family or friends)."

Three-fourths of households in the
two youngest age groups have at least
one variable rate loan outstanding. This
percentage successively drops to 44%
in the older age groups. In the higher
income quartiles, the share of variable
rate loans increases.

Housing Wealth of Austrian Households

5 Conclusions and Outlook
Detailed information on the volume
and distribution of real estate holdings
and the prevalent home financing forms
is a key prerequisite for monetary analy-
sis and the assessment of financial
stability. In view of the financial crisis,
this issue has gained even more impor-
tance as the real estate market is closely
tied to key economic sectors (e.g. con-
struction) and developments in the
housing market and in mortgage mar-
kets may, therefore, have a massive im-
pact on growth and employment.
Housing wealth and estates in land
account for the biggest share of house-
holds’ assets. At 50%, the ownership
rate in Austria is higher than in
Germany (40%) but by far lower than
in Spain (close to 90%). Within Austria,
real estate ownership has a strong
regional dimension, featuring clearly
lower rates in Vienna than in the rest of
Austria. In the primary residence cate-
gory, the average value of household
real estate wealth in Austria is esti-
mated at EUR 130,000 (EUR 110,000
excluding the top 1% of observations in
the real estate wealth distribution of the

Table 9

Households with Outstanding Loans — Breakdown by Type of Interest Rate

Fixed rate ‘ Variable rate

Interest-free

9% of households
Share in all home owners with outstanding loans 41.0 65.9 6.3
Share in all home owners 13.6 219 21
Share in all households (home owners and tenants) 6.8 10.9 1.0

Source: HSHW 2008.

Note: Figures may not add up to 100% because households may have more than one loan outstanding.

3 For fixed rate loans, a fixed interest rate is stipulated and applied over the entire duration of the loan. Loans with

a combined fixed and variable interest rate were counted as variable rate loans. This implies a “broader” view of
households’ interest rate sensitivity, which means that the effectiveness of monetary policy action is possibly (some-
what) overestimated. Another consideration in choosing this approach was that, in the case cjcombined interest

rate schemes, a longer variable-rate period usua]]/vfo]]ows a short initial fixed-interest period.

™ The sample size for the group of households with outstanding interest-free loans is rather small (n<50), however.
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primary residence), and the average value
of total real estate holdings per house-
hold is EUR 250,000 (EUR 200,000
excluding the top 1% of observations in
the total real estate wealth distribu-
tion). The total value of Austrian house-
holds’ real estate holdings is estimated
at a minimum of EUR 690 billion.
Previously, reliable data sources for
estimating housing wealth were not
available in Austria. This study presents
the first microdata-based estimation of
housing wealth that is in line with
international standards; it was carried
out within a comprehensive Eurosystem
project. Microdata are preferable be-
cause they facilitate the identification of
the percentage of households that are
subject to (financial) risks. The signifi-
cance of housing wealth for households’
portfolio and consumption decisions
and thus for economic policy measures
(especially for measures burdening
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Annex
Table A1
Ownership of Primary Residences
Frequency | Ownership| Home owners only
rate
All observations Excluding top 1%
Mean value| Median Mean value| Median
Number % EUR
Total 1,038 | 499 | 260,000 200,000 | 230,000 200,000
By age
18 to 29 years 48 16.5 190,000 160,000 190,000 150,000
30 to 39 years 157 404 270,000 200,000 230,000 200,000
40 to 49 years 294 60.4 240,000 200,000 220,000 200,000
50 to 59 years 230 59.3 270,000 210,000 240,000 210,000
60 to 69 years 194 64.9 270,000 200,000 230,000 200,000
70 years or older 116 50.7 260,000 150,000 200,000 150,000
By highest level of education
Compulsory education 162 45.2 220,000 170,000 200,000 170,000
Apprenticeship, vocational school,
intermediate or
higher technical/vocational school 616 52.5 260,000 200,000 230,000 200,000
High school (Matura) 136 41.3 260,000 200,000 220,000 190,000
College, university, academy 124 56.1 300,000 230,000 250,000 220,000
By occupation
Self-employed persons,
entrepreneurs 69 64.6 330,000 250,000 300,000 250,000
White-collar workers 275 A4 220,000 200,000 220,000 200,000
Civil servants 71 60.5 240,000 210,000 240,000 210,000
Farmers 52 96.0 490,000 300,000 360,000 290,000
Blue-collar workers 135 409 220,000 180,000 190,000 170,000
Other occupational groups
(contractors, free agents, etc)) 41 476 | 200,000 150,000 190,000 150,000
Retired persons 318 58.0 270,000 200,000 210,000 190,000
Not gainfully employed persons
(pupils, students, on home duties,
unemployed, on parental leave) 77 351 230,000 200,000 230,000 200,000
By net household income
Up to EUR 795 68 364 290,000 200,000 240,000 200,000
EUR 796 to EUR 1432 195 38.0 210,000 150,000 180,000 150,000
EUR 1,433 to EUR 2,388 301 511 230,000 180,000 200,000 180,000
EUR 2,389 to EUR 3,185 201 56.4 280,000 200,000 220,000 200,000
EUR 3,186 to EUR 4,999 177 62.5 310,000 250,000 290,000 250,000
EUR 5,000 or more 96 62.5 290,000 250,000 280,000 250,000
By location
Rest of Austria 947 59.3 260,000 200,000 230,000 200,000
Vienna Pl 18.8 260,000 190,000 230,000 180,000
By household size
1 person 256 351 220,000 160,000 190,000 160,000
2 persons 319 53.5 250,000 200,000 220,000 200,000
3 persons 191 574 230,000 200,000 220,000 200,000
4 persons 174 63.1 270,000 230,000 260,000 230,000
5 or more persons 98 66.5 390,000 280,000 300,000 270,000
By marital status’
Single 169 32.0 210,000 150,000 180,000 150,000
Married 652 62.2 280,000 220,000 240,000 220,000
Divorced 111 36.4 220,000 160,000 190,000 160,000
Widowed 105 531 250,000 180,000 220,000 180,000

Source: HSHW 2008.

" Available information on other types of partnership is not reported separately.
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Table A2

Total Real Estate Holdings (Primary Residences and Other Real Estate)

Frequency

Number
Total 1,230
By age
18 to 29 years 63
30 to 39 years 21
40 to 49 years 350
50 to 59 years 269
60 to 69 years 212
70 years or older 125
By highest level of education
Compulsory education 179
Apprenticeship, vocational school,
intermediate or
higher technical/vocational school 725
High school (Matura) 169
College, university, academy 158
By occupation
Self-employed persons,
entrepreneurs 81
White-collar workers 356
Civil servants 95
Farmers 54
Blue-collar workers 160
Other occupational groups
(contractors, free agents, etc.) 53
Retired persons 341
Not gainfully employed persons
(pupils, students, on home duties,
unemployed, on parental leave) 90
By net household income
Up to EUR 795 78
EUR 796 to EUR 1,432 225
EUR 1,433 to EUR 2,388 352
EUR 2,389 to EUR 3,185 242
EUR 3,186 to EUR 4,999 212
EUR 5,000 or more 121
By location
Rest of Austria 1,032
Vienna 199
By household size
1 person 319
2 persons 386
3 persons 220
4 persons 195
5 or more persons 1M
By marital status’
Single 204
Married 760
Divorced 151
Widowed 115

Source: HSHW 2008.

Ownership| Home owners only

rate

%

591

214
54.2
721
694
71.2
55.0

5011

61.8
511
714

76.2
575
81.7
100.0
48.2

61.0
62.2

41.3

42.0
43.8
599
68.1
74.5
789

64.6
40.9

43.7
64.7
66.3
70.6
753

385
72.6
49.5
57.8

All observations

Excluding top 1%

Mean value| Median

EUR

| 420000 220,000 |

340,000 160,000
400,000 200,000
370,000 220,000
540,000 250,000
390,000 220,000
440,000 180,000

420,000 200,000

420,000 220,000
410,000 200,000
430,000 250,000

490,000 300,000
340,000 200,000
360,000 250,000
620,000 440,000
550,000 200,000

300,000 180,000
420,000 210,000

460,000 220,000

500,000 220,000
280,000 170,000
340,000 200,000
470,000 220,000
550,000 280,000
550,000 300,000

400,000 220,000
500,000 200,000

370,000 180,000
450,000 200,000
430,000 220,000
360,000 250,000
530,000 300,000

350,000 190,000
450,000 250,000
350,000 180,000
460,000 200,000

" Available information on other types of partnership is not reported separately.

Mean value

330,000

310,000
310,000
300,000
390,000
340,000
330,000

300,000

330,000
330,000
390,000

400,000
300,000
340,000
530,000
310,000

270,000
330,000

340,000

380,000
270,000
280,000
320,000
400,000
490,000

330,000
360,000

310,000
330,000
330,000
330,000
430,000

320,000
350,000
290,000
310,000

Median

210,000

160,000
200,000
220,000
240,000
220,000
180,000

190,000

220,000
200,000
250,000

280,000
200,000
240,000
420,000
190,000

160,000
200,000

210,000

220,000
170,000
200,000
200,000
270,000
300,000

220,000
200,000

180,000
200,000
210,000
250,000
300,000

190,000
240,000
180,000
200,000
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