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CESEE Property Market Review
Housing market trends in the first half of 2023

Antje Hildebrandt'

Housing markets in Central, Eastern and Southeastern Europe (CESEE) visibly cooled down in the first half of
2023. The nominal annual growth of house prices (GDP-weighted average) moderated to around 6% in the
first and 4% in the second quarter of 2023, compared to full-year growth of more than 3% in 2022. If we
look at the financing side, we see that housing loan growth also weakened in most CESEE countries in the first
half of 2023. The reasons for this cooling appear to be more or less the same everywhere: Surging inflation
came along with rising interest rates that made debt financing more difficult. Additionally, households face
heightened (economic) uncertainty that may have caused them to reassess their plans to buy a house. Some
households may have adopted a wait-and-see position, expecting house prices to moderate further. More
favorable alternative investment options could also be a factor that has caused households to be more reluctant
about buying a house at this stage. For the construction sector, weaker demand for housing appears to be one
of the key concerns. The construction sector is also burdened by overall high costs of construction and
accelerated growth of financing and refinancing costs. From a structural point of view, many CESEE countries
face a considerable shortage of housing, particularly of adequate housing. Regarding financial stability risks, the
debt service capacity of many households, particularly those with a variable rate housing loan, might be stretched
given still elevated inflation in most CESEE countries and the prospect of higher loan installments.
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House prices moderated across CESEE

After strong growth of more than 13% in 2022, annual house price growth” in CESEE decelerated
to 6.4% in the first quarter and further to 4.1% in the second quarter of 2023 (GDP-weighted
average; see chart 1).> With growth below 4% in the second quarter of 2023, house price
dynamics were weakest in the country group of Czechia, Hungary, Poland, Slovakia and Slovenia.
Average growth was highest in the Baltic countries (7.3%, year on year), although it registered
the strongest drop compared to the same period of 2022, falling by more than 14 percentage
points. If we compare CESEE with the overall EU average — with CESEE accounting for 11 out
of 27 EU countries — we find that average house price growth in CESEE continued to be higher
than in the EU. Average house price growth in the EU turned negative in the second quarter of
2023 (—1.1%, year on year), largely driven by Germany, where house prices declined by almost
10%.

Chart 1

Strong slowdown in house price growth in the first half of 2023
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Sounrce: Eurostat, International Monetary Fund (IMF), authors' calculations.
Note: Nominal house prices, GDP-weighted averages.

At the country level, annual house price growth weakened strongly in Czechia in the first and
second quarter of 2023, dropping to 0.9% and —2.9%, respectively, after growth had amounted
to almost 17% in 2022. In Slovakia, house price growth was also negative in the second quarter
of 2023 (—1.9% annually), with annual growth coming down from 7.6% year on year in the first
quarter of 2023 (following close to 14% in 2022). In Hungary and Romania, growth also
moderated significantly but remained positive. In the other CESEE countries, growth eased to a
lesser extent. In Poland, growth even gained some speed in the second quarter of 2023

(amounting to 7% year on year compared to 5.8% year on year in the first quarter of 2023).

? Based on data provided by Eurostat.
* House price growth rates (in nominal and real terms) as well as additional indicators relevant for housing market analysis are provided for all EU member
states in the annex of the pdf version of this report.
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In the current house price cycle, average (unweighted) house price growth in CESEE reached its
peak in the second quarter of 2022, at almost 17% year on year, before growth started to come
down. Moreover, the spread between highest and lowest growth rate narrowed by more than
5 percentage points over this period (chart 2). It is worth noting, in a longer-term perspective,
that before the global financial crisis of 2007-2008 (GFC), average house price growth in CESEE
was much higher and amounted to almost 30% year on year in the first quarter of 2007. Moreover,
the spread remained relatively large for a long period of time and reached up to 40 percentage

points during the GFC before price dynamics started to be more aligned from 2012 onward.

Chart 2

Spread of house price growth in CESEE
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Housing sales also have responded fast to the changing economic environment. Looking at the
number of housing transactions of newly built and existing dwellings, we observe that annual
growth already turned negative in the course of 2022 in Bulgaria, Hungary, Poland and Slovenia®.
In Hungary and Slovenia, housing transaction growth was reported to be around —30% year on
year in the first and second quarter of 2023, respectively. In Bulgaria, housing sales slumped

annually, falling by 8% in the first and 15% in the second quarter of 2023.

In a nutshell: some key drivers of housing market moderation in CESEE®

As mentioned in our last report®, the outbreak of the war in Ukraine was an incisive event for the
CESEE economies (and beyond) and marked a turning point in housing market dynamics as well.
Housing demand has been dampened by various factors: Apart from less favorable financing
conditions for housing loans because of increased inflationary pressure followed by monetary

* Data on housing sales are provided by Eurostat. The database, however, only covers the CESEE countries Bulgaria, Hungary, Poland (no data available for
2023) and Slovenia.

* Numerous studies analyze the determinants of house prices in greater depth. One recent study covers the EU countries (Cevik and Naik, 2022), another
Slovakia (Kupkovi¢ and Cesnak, 2023).

¢ See Property Market Review Q1-Q2/23, the OeNB’s predecessor publication to CESEE Property Market Review (now published in the OeNB’s new

Reports series).
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tightening (see next section), deteriorating economic prospects, an erosion of households’
purchasing power and confidence losses are weighting on housing demand, among other factors.
Moreover, the cost-of-living crisis has been affecting a large share of the population and
households might simply not be able to afford buying a house. On the supply side, higher
construction costs might deter (prospective) house builders from starting a building project (or
might delay completion). Housing markets may also have lost steam because alternative
investments are becoming more attractive. Of course, there are also other factors that tend to
drive house prices up. High construction costs, for instance, are reflected in higher house prices.
Moreover, country-specific factors play a role. In Croatia, for example, the EU country with the
highest house price growth rate in the second quarter of 2023, a large share of house purchases,
particularly on the Adriatic coast, were carried out by nonresidents, which also pushed up house
prices. In addition, government support measures targeting the purchase of residential property
are also decisively impacting housing market dynamics, which is also the case for other CESEE
countries (see below).

First CESEE central bank began cutting interest rates again in September and October 2023

The end of the low interest rate environment clearly marked a turning point for housing market
dynamics in CESEE’ but now the interest rate hiking cycle appears to have come to an end in the
inflation-targeting CESEE countries. Narodowy Bank Polski was the first country to lower its key
policy rate (in two steps in September and October 2023) from 6.75% to 5.75% against the
background of a weakening economy and reduced inflationary pressure. Magyar Nemzeti Bank
left its base rate unchanged but lowered its operational policy rate (i.e. on the one-day deposit
tender) from 14% to 13% (and the one-day deposit standing facility rate from 12.50% to 12% at
the end of September 2023.® The other two inflation-targeting countries — Czechia and Romania —
have not changed their key policy rates since July 2022 and January 2023, respectively. In the
euro area CESEE countries (Croatia, Estonia, Latvia, Lithuania, Slovenia and Slovakia) as well as
in Bulgaria (which operates under a currency board), lending rates are linked to policy changes by
the European Central Bank (ECB), which has increased its key policy rates in several steps since
mid-2022. In the first half of 2023, interest rates for housing loans started to moderate somewhat
in some countries, particularly in Hungary and Poland (chart 3).

7 Due to high inflation, the non-euro area inflation-targeting central banks (Czechia, Hungary, Poland and Romania) started to raise their unprecedentedly
low key interest rates in several steps from mid-2021 (Czechia: last hike in July 2022 to 7%; Hungary: last hike in September 2022 to 13%; Poland: last hike
in August 2022 to 6.75%; and Romania: last hike in January 2023 to 7%).

8 Moreover, Magyar Nemzeti Bank made changes to its monetary policy toolkit to simplify it. For more information, please see its press release of

September 26, 2023.
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Chart 3°

Financing costs for housing in CESEE
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Note: Annualized agreed rates (quarterly averages) for housing loans (new business), denominated in local currency .

Substantially higher financing costs took their toll on housing loan growth, and bank lending
continued to ease in the first half of 2023 in most CESEE countries. In Poland, for instance,
(nominal) housing loan growth even turned negative in the third quarter of 2022.'° Apart from
higher financing costs, elevated economic uncertainty among households and deteriorating
economic fundamentals had a negative impact on lending activity for CESEE in general.
Apparently, housing loan growth remained high in Bulgaria and, according to the Bulgarian
National Bank (2023), strong housing loan dynamics can be largely explained by a limited
transmission of the ECB policy rate to the interest rate for housing loans given a liquid Bulgarian
banking sector with strong competition, higher individual loan volumes amid rising house prices
as well as households’ preference to purchase real estate rather than use any other form of
investment or saving. In the first and second quarter of 2023, new lending for housing, i.e.
without re-negotiated housing loans, deteriorated in almost all CESEE countries, most strongly
in Czechia, Hungary, Poland, Slovenia and as well as in Slovakia.'' Only Bulgaria saw continuously

robust growth in the first and second quarter of 2023.

% In the following charts, countries are grouped according to their euro area membership status. Euro arca members: Estonia, Croatia, Latvia, Lithuania,
Slovenia, Slovakia); non-members of the euro arca: Bulgaria, Czechia, Hungary, Poland, Romania.

'” As already mentioned in our last report, the decline in housing loans is also related to overpayments and early repayments as a reaction to rising interest
rates, not only to weaker demand. In addition, banks have tightened their lending standards (Narodowy Bank Polski, 2023).

"' Growth rates for housing loans (new business) are provided in the annex of the pdf version of this report.
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Chart 4

Visible decline in housing loan growth all over CESEE except Bulgaria
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Source: ECB.

Some changes to government measures targeting CESEE housing markets

As discussed in earlier editions of the OeNB Property Market Review, the footprint of governments
can be considered as substantial in many CESEE housing markets. In Croatia, for example, the
housing loan subsidy program that was introduced in 2017 is being blamed for contributing to
house price inflation and for weighing on housing affordability (Kunovac and Zilic, 2022). In
spring 2023, a new round of housing subsidies was introduced, but the law will expire by the end
of 2023 and a newly designed support scheme is under review (IMF, 2023). In Poland, the so-
called “First Home Programme” was launched in July 2023; it comprises two pillars: the 2% Safe
Mortgage and the Home Savings Account. Both pillars are targeted at homebuyers under the age
of 45. The first pillar provides access to loans with a fixed interest rate of 2% for the first ten
years, the second pillar allows people to save with the guarantee of receiving a state bonus.'> While
Poland extends its housing support measures, Hungary, by contrast, plans to apply stricter
eligibility criteria in 2024 for the family housing subsidy scheme (comprising a non-refundable
allowance and a loan with subsidized interest rates) and the prenatal baby support loans (an
unsecured, interest rate-free loan)."’ Starting next year, the amount for each subsidy support
measure will increase, but the Family Housing Allowance will only be allocated in communities
with a population below 5,000. For the prenatal baby support loan, women must be 30 at most
when applying for it (previously, the age limit had been set at 40 years). '*

In addition to making housing more affordable to specific population groups (e.g. young people,
families), governments have implemented various measures to make the building stock more

energy efficient (see also below). Hungary, for example, implemented the so-called “Green Home

12 For more information see: 2% Safe Mortgage and Home Savings Account now available to Poles.

' The extent of support depends on the number of (planned) children.

1* See online information on Hungarian family housing allowance.
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Programme,” supporting loans for improving the energy efficiency of residential buildings. Other
CESEE countries have also implemented measures to increase the energy efficiency of housing,
such as partial financing of renovations (for an overview of measures to improve the energy

efficiency of the housing stock, see Magyar Nemzeti Bank (2022, pp. 22-24).

Most people in CESEE own their homes

Generally, the CESEE housing sector is characterized by a particularly high rate of owner-
occupied housing well above the EU average and much higher than in Austria and Germany
(chart 5). In several countries (Romania, Slovakia, Hungary and Croatia) the share of owner-
occupied housing even stands above 90%.

Chart 5

Share of owner-occupied housing in CESEE higher than EU average
% of tolal population, 2021
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The flipside of a large share of owner-occupied housing is that the rental sector only plays a minor

role in most CESEE countries and there are few alternatives to buying residential property.

Housing demand exceeds housing supply

Another important structural issue of CESEE housing markets is a shortage of housing, i.e. housing
demand exceeds housing supply. This not only concerns the number of housing units but also their
size and, moreover, the quality of the housing stock. Data show ' that all CESEE countries except
for Czechia, Estonia and Slovenia have an overcrowding rate higher than the EU average, with
Romania at the top. Moreover, a large share of the CESEE population lives with severe housing
deprivation (only Czechia, Slovakia and Slovenia perform better than the EU average). This rough
overview of key structural features of the CESEE housing market illustrates that housing supply —
and more specifically its quality — largely lags behind demand for (good) housing in most CESEE

'* For data and definitions regarding the overcrowding rate and severe deprivation, see: Living conditions in Europe - housing -

europa.eu).
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countries. In addition to this shortage of adequate housing supply, energy efficiency of buildings
is high on the agenda — at the national as well as on the EU level — and the Energy Performance of
Buildings Directive'® as part of the “Fit for 55” package'” envisages stricter energy efficiency
standards for existing and new buildings in the EU member states to achieve the overarching goal
of zero-emission buildings throughout the EU by 2050. On average, CESEE per capita emission
levels in the residential sector are comparable to the EU average; only in Czechia, Hungary and
Poland, per capital emissions are somewhat higher (Breitenfellner, Lahnsteiner and Reininger,
2023). Still, the need to upgrade the building stock remains large. Moreover, differences in the
energy efficiency of residential property might gain importance and possibly will also be reflected
in house prices for existing versus newly constructed dwellings, as older buildings will potentially

need some upgrading in the future.

Turning to more short-term aspects of housing supply, there was some moderation of prices for
raw materials in the first half of 2023 after they had accelerated further following the Russian
invasion in Ukraine.'® Survey data'® also suggest that shortage of material and equipment has
become less of a hindering factor for the construction sector. In Czechia, Hungary and Slovakia,
for example, material and equipment shortage seems to be much less relevant for the building
sector compared to the first half of 2022. The same is true for the Baltics, Croatia and Romania.
In Slovenia as well as in Slovakia, a large share of respondents still consider material and equipment
shortage as a major problem, although this share has declined lately. Data also show some modest
relief regarding shortage of labor, mainly in Czechia, Hungary and the Baltics. After a long period
of elevated demand for housing, one of the most pressing (and increasing) problems of the

construction sector now seems to concern weakening demand.

Regarding construction sector sentiment, there has been a visible slump in confidence since the
outbreak of the war in Ukraine. In Czechia and Hungary, construction sentiment even
deteriorated further in 2023 compared to the low point reached during the COVID-19 pandemic.
In Estonia, sentiment in the construction sector continued its downward trend seen since early
2022. In some CESEE countries, for instance in Bulgaria, Croatia and Poland, there was some
recovery of sentiment in the second and third quarter of 2023. Possible reasons for the recovery
might be related to prospective stimulating policy measures targeting the housing sector, as
expected in Poland (see above), or still robust lending growth in Bulgaria and Croatia that may

have boosted the overall mood in the construction sector.

16 Directive 2010/31/EU on the energy l)cribrmam‘c of buildings.

7 Fit for 55: Delivering on the pmposals (europa.cu).

'8 For up-to-date price information on raw material and material costs that are crucial for construction costs, see OeNB Housing Dashboard.
19 Survey data on factors hampering construction activity are provided by the European Commission.
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Chart 6

Sentiment in the CESEE construction sector
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Source: European Commission.

Low demand combined with still high construction and financing costs as well as other factors
negatively affecting construction activity in the current environment are reflected in the number
of building permits for residential buildings. Data show that annual growth of building permits
turned negative in the first half of 2023 in all CESEE countries.

Chart 7

Building permits
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Affordability of housing: some easing due to moderating house price growth, but rising
financing costs may keep many from buying a house

In most CESEE countries, house prices accelerated much faster than income until the third quarter
of 2022, before affordability started to improve across the region (chart 8). Bulgaria and Romania
saw improving affordability over the displayed period due to moderate house price dynamics and
robust income growth. This rather simple measure of affordability just considers income and
house prices for assessing housing affordability whereas more comprehensive measures consider
other important factors. For example, the Baltic Housing Affordability Index (Swedbank, 2023)
also includes interest rates on housing loans for evaluating housing affordability in the three Baltic
capitals. Accordingly, housing affordability deteriorated strongly from mid-2022 on the back of
rising financing costs despite some moderation of house price growth. For Hungary, Magyar
Nemzeti Bank (2023) calculates various measures of affordability for the Hungarian housing
markets, dependent on the region, subsidy used or financing costs. Another measure for assessing
house price developments is the price-to-rent ratio.?® Here, some moderation was observable in
several CESEE countries in the first quarter of 2023 compared to the same period of 2022 after
house prices had galloped ahead of rents for many years.

Chart 8

Affordability of housing has improved in most CESEE countries
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Note: The price-to-income ratio is defined as the nominal house price index divided by nominal disposable income per head.
An increase in the rafio indicates lower affordability.

% Data can be found in the annex of the pdf version of this report.
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Financial stability risks have potentially increased

Against the background of cooling housing markets in CESEE, potential financial stability risks
associated with houscholds’ housing-related debt have recently attracted increased interest.” The
Bank for International Settlements (2022) classifies direct debt vulnerabilities into three categories
(debt level, debt allocation and debt characteristics), and we use this framework for offering a
glimpse into potential financial stability risks related to CESEE housing markets. The first
category, the level of debt, is based on the assumption that borrowers with high debt levels are
more vulnerable in the event of economic shocks. Households’ housing debt and debt dynamics
differ largely across CESEE (chart 9). The share of housing loans to GDP was highest in Slovakia,
Estonia and Czechia and lowest in Romania and Hungary in the second quarter of 2023. If we look
at the data showing how this share has evolved over time, we see that, in all CESEE countries
(with the exception of Bulgaria), the share of housing loans to GDP declined in the second quarter
of 2023 compared to the same period of 2022. The drop was strongest in Slovakia (—5 percentage
points). However, this was also the country that recorded the strongest acceleration between
2015 and 2023 while, in many other CESEE countries, deleveraging took place over this period.

Chart 9

Housing loan debt differs broadly across CESEE
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The second vulnerability category is related to the allocation of debt, i.e. vulnerabilities in the
event of a shock are more likely to occur in case of lending to borrowers that carry higher risks.
For detecting risks associated with the allocation of debt, in-depth analyses of households’ capacity

to cope with adverse shocks are necessary. Debt service-to-income (DSTI), debt-to-income (DTT)

?! In February 2022, the ESRB (European Systemic Risk Board, 2022) already concluded that financial stability risks related to residential property markets
have increased and issued warnings to five countries — four of them in CESEE, namely Bulgaria, Croatia, Hungary and Slovakia. This meant that policies in
these countries were not considered appropriate to address vulnerabilities that had been building up and that financial stability risks related to residential
property markets were increasing. In September 2022, the ESRB issued a general warning that vulnerabilities in the residential real estate sector have increased
further in many EU member states.
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and loan-to-value (LTV) ratios are helpful indicators for assessing the debt service capacity of
households. In Slovakia, for instance, households with higher DSTI, DTl and LTV ratios face more
repayment difficulties and a higher share of nonperforming loans (IMF, 2022). CESEE countries
implemented borrower-based macroprudential measures — with differences in timing and
scope”” — after the GFC and there is ample evidence of their mitigating impact on borrowers’
vulnerabilities. In Estonia, for instance, the introduction of a DSTI limit was effective in
moderating loan growth from 2016 to 2021 (Kukk, Levenko and Reigl, 2023). In Romania, a
DSTI ratio was put in place in 2019, leading to a reduction of the median DSTI ratio for new loans
from 45% prior its implementation to 35% (National Bank of Romania, 2023). For Slovakia, it
can be shown that borrower-based measures have a positive impact on the resilience of households
and banks (Jurca et al., 2020). However, the share of housing loans with higher risks (i.e. higher
DSTI ratio) increased in the first quarter of 2023 compared to the same period of 2022 (Narodna
banka Slovenska, 2023), which calls for further monitoring.

In addition to debt level and debt allocation, debt characteristics are key for detecting potential
financial stability risks connected to housing markets. As already discussed in our last report,
housing loans with variable interest rates are the most common arrangement in some CESEE
countries (particularly in the Baltic countries, Bulgaria and Poland). In the event of rising interest
rates, households could encounter difficulties given higher loan installments in addition to higher
living costs. The share of housing loans with variable interest rates (up to one year) in new

business®3

increased noticeably in some CESEE countries in the first half of 2023 compared to the
same period of last year but mostly from a very low level (e.g. in Czechia and Slovakia). In other
countries, the share of fixed interest rates increased (e.g. in Bulgaria and Poland). In some CESEE
countries, for example Hungary, a large share of households are being shielded from interest rate
increases given subsidized loan programs. Moreover, several CESEE countries implemented
measures to help households coping with higher debt servicing costs (for Hungary and Poland, see
our last report). In Croatia, legal restrictions on variable interest rate loans are in place, i.e. the
variable interest rates are linked to the national reference rate or the EURIBOR (IMF, 2023) to

help protect households from increasing debt repayments.

The maturity of housing loans might also be a matter of concern for financial stability, and
macroprudential measures targeting housing loan maturities are in place in many CESEE
countries. For instance, Estonia already implemented a maximum loan maturity of 30 years for
housing loans in 2015. Slovakia introduced stricter DTI limits for loans maturing after borrowers
have reached their retirement age because the average age of people holding a housing loan has

increased.

Some key challenges for CESEE housing markets in the future

Recent data show that nominal house price growth significantly moderated in most CESEE
countries in the first half of 2023 compared to the same period of 2022. In Czechia and Slovakia,
growth even turned negative in the second quarter of 2023. In real terms, annual house price
growth was negative in all CESEE countries except for Croatia. On a positive note, less dynamic

or even negative house price growth can narrow the gap between actual house prices and house

22 For details, see ESRB (europa.eu).

3 Data can be found in the annex of the pdf version of this report.
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prices justified by long-term fundamentals, as noticed for example by Banka Slovenije (2023) for
Slovenia, where overvaluation was reduced due to moderating house price growth in the last
quarter of 2022 compared to the first quarter of 2022. Moreover, housing affordability could also
show some improvement if lower prices are not offset by rising financing costs. However, a major
downturn of housing markets could cause negative spillovers on the economy and on financial
stability, but there are several counteracting factors, such as a shortage of housing, still high
demand for housing and a (still) favorable overall employment situation with comparatively low

unemployment rates and robust nominal wage growth in CESEE.>*

In terms of the economy as a whole, housing market developments are strongly connected to the
real economy (for a comprehensive discussion see for example Cuestas et al., 2022). House price
developments can have repercussions on residential investment (see for example Kohlscheen et
al., 2020) and on private consumption via the wealth effect (see Ciarlone, 2011, for evidence for
emerging economies). In Slovakia, for example, the increase of household wealth between 2017
and 2021 was predominately the result of rising house prices, and by 2021, the residential
property assets of households contributed to almost 80% of households’ total assets (Cupak et al.,
2023). In Romania, residential property accounts for 75% of households’ wealth (National Bank
of Romania, 2023). These figures illustrate that moderating or even declining house prices would

weigh on the wealth position of CESEE households (and eventually on private consumption).

Regarding macroprudential policy, CESEE central banks have to find the balance between
safeguarding financial stability related to housing market dynamics and providing access to credit
for households (for an in-depth discussion see Valderrama, 2023). To our knowledge, no major
changes to borrower-based measures have been implemented in CESEE since our last report.
Changes to capital-based measures were undertaken in several CESEE countries. The Czech
National Bank lowered the countercyclical capital buffer by 0.25 percentage points to 2% (with
effect from October 1, 2023) because cyclical systemic risks in the banking sector had
moderated”. Several CESEE countries decided to increase the countercyclical capital buffer in
2023’ given strong lending and house price dynamics, e.g. in Croatia (Croatian National Bank,

2023).

Key pockets of risks related to CESEE housing markets currently concern vulnerable households
that are not able to repay their housing loans due to the erosion of purchasing power and/or higher
loan installments for housing loans with variable interest. As argued above, particularly households
with high DSTI ratios are likely to be strained to repay their debt. For the banking sector, the asset
quality can be negatively affected by houscholds that default on payments”’. Moreover, a
significant slump in house prices would also reduce the value of collateral for the banking sector.
The impact of such a price slump on the banking sector depends, for example, on the exposure of
the banking sector to the real estate sector and on the extent to which house prices deviate from
fundamentals. However, as noted by some CESEE central banks (Eesti Pank, 2023; Czech

2 According to the latest Eurostat data, unemployment rates are low in most CESEE countries, ranging between 2.5% in Czechia and 7.6% in Estonia
(August 2023). Only Estonia registered a noticeable increase in its unemployment rate compared to the same period of 2022 (5.6%).
% For more details, see Minutes of the CNB Bank Board mecting on financial stability issues on 14 September 2023.

% For a complete overview of macroprudential measures and capital-based measures in CESEE, see ESRB: National macroprudential policy.

%7 Credit risks can also originate in the corporate sector, particularly in the construction sector.
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https://www.cnb.cz/en/financial-stability/cnb-board-decision/CNB-Board-decision-on-setting-the-countercyclical-capital-buffer-rate-1694699100000/?tab=record
https://www.esrb.europa.eu/national_policy/html/index.en.html

National Bank, 2023) vulnerabilities have decreased to some extent given less dynamic housing

loan growth.

Besides these short-term issues, CESEE housing markets are also facing medium- to long-term
challenges, like aligning housing supply with housing demand, providing affordable housing and
improving the energy efficiency of the building stock — to name just some examples of other

“construction sites” the CESEE housing markets will have to deal with in the future.
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Annex
Property market data

Table A1

Residential property prices

Anrugl charge in %, at constart prices, deflated with the

Annud charge in %, at current brices | )
persoral consumption expenditure deflator

223 |1Q23 2022 |2021 |2020 |2019 |2018 223 |1Q23 2022 2021 2020 2019|2018
EU 11 08| 77 84 55 48 50 : : : : : : :
BE 18 44| 56 71 2 40 2 42 27| -28 45 33 25 08
BG 107 95| 138 87 46 60 66 28 31| -24 25 52 39 41
CzZ 29 09| 189 197 84 92 8% M9 117 16 164 54 82 59
DK 76 79| 05 117 51 23 44 12 140 74 95 47 14 37
DE 99 ¢8| 53 116 78 58 66 158 138 -13 83 72 44 51
= 50 2] 222 150 0 70 59 55 54| 45 104 70 42 1.
IE 28 51| 123 83 03 23 102 46 20| 50 42 04 05 82
GR 140 150| 111 76 45 72 18 33 66 57 72 17
= 37 35| 74 37 22 52 67 07 08 08 14 2 41 52
R 07 29| 63 &3 52 33 2 58 41| 13 47 41 2! 2
HR 137 140 148 73 77 %0 &1 53 21| 36 48 71 78 4%
T 07 10| 38 25 19 01 06 43 58| 32 10 18| 07 | -15
cy 32 60| 32 34 02 37 18 04 03| 44 43 07 34 05
Lv 56 59| 138 109 35 90 9% 40 87| 03 72 2. 58 64
LT 94 131| 190 161 73 88 73 13 37 2 110 61 45 45
LY 64 17| 96 139 145 101 71 98 57| 40 125 127 87 51
HU 28 106 223 165 49 170 143 141 116 44 95 15 118 107
MT 45  é6| 67 51 34 61 58 17 00 2 38 22 2 48
NL 43 01| 134 150 76 73 95 131 118 &1 16 2 46 741
AT 03 18| 114 124 77 58 47 75 65| 39 99 61 40 2.
PL 70 58| 118 92 105 87 66 45 99| -23 35 67 64 50
PT 87 87| 126 94 88 100 103 35 07| 59 79 81 90 8%
RO 01 46| 72 44 47 34 58 103 63 2 08 2 19 17
5l 74 BB| 148 115 46 67 87 01 28| 43 79 2 53 66
5K 18 76| 137 e+ 95 91 74 25 67| 13 30 2 2 49
A 56 51 2 46 18 04 09 106 113 46 2. 14 06 04
SE 68 69| 36 101 2 2 09 135 145 31 81 33 04 33
UK 10 33 04 09
Residential construction investment Number of residential building permits
Annud change in %, ot constant prices Annud! charge in %

223 |1Q23 2022 [2021 2020 2019 |2018 2023 123 022 2021 2020|2019 2018
EV 42 27| 09 74 30 22 38 192 181| 20 161 86 07 57
BE | 06 &8 68 47 28 93 143|106 42 11 108 247
BG 91 38| 92 06 07 66 22 124 92| 205 359 102 77 423
cZ -108 -132|-131 09 38 20 52 299 -127| 71 274 85 198 34
DK 137 ~133| 85 100 91 63 48 335 57| 51 10 04 105 345
DE 11 -40| -22 -23 45 14 3D 350 298| 71 38 2 32 20
EE 152 810| 48 35 140 144 23 409 289|229 07 101 148 113
IE 41 127| 218 45 76 03 201 233 378|-205 15 102 309 393
GR 458 480 361 273 190 126 22 256 402 2 486 186 333 420
= 01 04| 14 08 97 52 130 173 246| 668 427 20 07 342
R 4¢ 20| -18 167 1§ 25 22 280 -343| 23 203 144 34 59
HR 38 13| 04 297 45 64 41 17 43| 129 191 2 309 40
T 82 25| 105 519 77 08 11 : 22| 01 219 -112 06 68
cy 22 88| 78 118 32 263 375 3.1 33| 63 131 35 553 25%
LV 135 114|114 104 37 24 263 358 517 48 168 130 08 208
LT 2 67| 183 08 58 147 59 432 286| 180 285 1| 55| 62
LU 137 185|143 84 07 26 65 178 359|229 178 58 01 112
HU 148 227 123 43 215 70 113 400 -371| 200 360 381 37 -32
MT 135 92| -19 134 70 146 201 95 207 | 267 -33 -2 31 431
NL 2 41| 10 57 06 34 93 38 243|149 130 156 171 04
AT 99 76| 24 76 12 45 19 195 -432|-220 5% 87 166 163
PL 11 20| 06 153 57 49 33 364 338|127 240 31 46 33
PT 18 32| 31 148 69 14 65 10 107 90 88 35 155 411
RO 75 123| 105 40 38 226 22 254 87| 74 12 2 43 114
sl 124 71| 81 91 2 84 19 2. 69| 207 159 105 103 166
5K 10 22| 41 76 99 29 94 261 142|162 203 66 098 113
A 88 -M7| 17 2 1 42 47 616 406|185 104 67 114 99
SE 227 159| 53 115 16 65 64 571 582|238 255 201 109 160
UK : : 01 51 : : . 361 40 04

Sowrce: ECB, Ewrostat.
Mote Residertial propety prices: EU in chorging compazition. Resdertiol corstrucion investment and rumber of residertial buidi ng permits: EL-27 exdudi ng the

UK. Sources of i nternotiorol orpo nizotions ere wed inthiz toble to fodiitote camparizon. Ths iz w by the dato for Auzirio may deviate from the doto provided inthe

sedtiar on Austric s propety market . indicates mizsing values.
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Table A2

Population growth

Annual change in %

EU
BE
BG
cz
DK
DE
EE
IE
GR
ES
FR
HR

cy
Lv
LT
Ly
HU
MT
NL
AT
PL
PT
RO
Sl
sK
Al
SE
UK

Property price-to-income ratio
Index

EU
BE
BG
cz
DK
DE
EE
IE
GR
ES
R
HR
0}
cy
Lv
LT
Ly
HU
MT
NL
AT
PL
PT
RO
i
sk
Al
SE
UK

2022

=01
0.5
-1
02
0.6
0.1
0.1
11
-20
01
03
—43
-03
10
-09
04
17
-04
09
0.7
0.5
-05
0.5
-0.8
=01
=05
0.3
0.7

2Q23

116.3
136.6
1161
1189

104.5
103.0

104.0

1299

117.4

2021

=01
0.3
—-05
-19
03
-00
0.1
0.8
-04
041
0.5
—-05
—-0.7
09
-0.8
0.1
14
-04
0.3
04
04
-03
00
-0.7
0.6
00
02
0.5

[1Q23

1024

80.3
1333
104.6
119.3
1373
118.8
119.0
1203
106.8
105.2

89.2

1029
106.3
1351
119.8

1328
131.7

92.7
146.5

65.1
1161
1183

874
101.5
116.9

Source: Eurostat, OECD.

2020

0.2
0.6
-0.7
04
03
02
0.3
12
=01
0.8
0.2
—04
-03
14
-0.6
-00
20
=00
4.3
0.7
0.5
-00
02
-04
0.7
0.1
0.1
1.0
0.6

[2022

1064

842
1420
1107
1326
1362
1198
1138
1244
1113
1038

921

1098
1120
1514
1283

1408
1382
1003
1478

710
119.0
1217

94.8
1108
1204

2019

0.1
0.5
-0.7
04
04
03
04
1.5
-02
0.6
0.2
-0.7
=11
13
-0.7
-05
20
=01
38
0.6
04
-00
=01
-0.6
0.7
0.1
0.1
11
0.6

2021

1074

90.5
1344
1214
1338
1047
1121
1052
1220
1094

99.2

94.5

1062
106.8
146.6
1241

1339
1360
105.6
1414

74.6
111.0
1168

97.0
1135
116.0

2018

0.2
04
-0.7
03
0.6
03
0.3
10
-03
0.3
03
-12
-02
11
-08
—14
19
=02
33
0.6
0.6
00
-02
-0.6
00
0.1
02
1.3
0.7

2020

1035

944
1205
109.6
1224

98.9
108.0
107.0
1202
1064
1049

958

108.0

959
1298
1216

1221
1253
100.0
1357

754
107.2
1149

957
108.5
110.0

2019

1009
96.2
1135
1044
1152
932
1142
980
110.7
1014
98.0
921

107.7

970
1189
1192

1170
1140

97.7
1221

773
105.7
1073

94.7
1039
106.0

2018

1004
989
1104
104.8
1109
929
116.7
972
109.6
101.0
950
931

104.9

99.3
1119
111.6

1139
110.0

96.1
1159

854
104.5
102.8

970
104.7
108.3

EU
BE
BG
cz
DK
DE
EE
IE
GR
ES
FR
HR

Cy
LV
LT
LU
HU
MT
NL
AT
PL
PT
RO
Sl
SK
Fl
SE
UK

Homeownership ratio

Share of ownership in %

2022

691
72.5
85.0
771
59.6
46.7
82.0
704
72.8
760
634
911
743
69.6
83.1
88.6
724
90.1
826
70.6
514
872
778
94.8
754
930
69.5
642

[2021

699
713
849
783
592
491
81.6
700
733
758
64.7
90.5
737
698
832
89.0
714
917
819
7041
542
86.8
783
953
761
929
70.3
649

|2020

700
714
843
789
593
50.5
814
69.3
739
751
63.6
91.3
751
68.6
812
88.6
684
913
819
69.1
553
85.6
773
96.1
74.6
92.3
70.7
64.5

2019

69.8
713
84.1
786
60.8
511
81.7
68.7
754
762
641
89.7
724
679
80.2
90.3
709
91.7
79.8
68.9
552
842
739
958
74.8
909
714
63.6

Property price-to-rent ratio

Index

2Q23

1334
1234
110.8
1529
1269
103.0

1727
1253

1294

125.1

[1Q23

117.8
140.3
166.7
1182
1374
1179
115.5
150.0
134.0
128.6
149.0
1031

1744
1244
1644
163.6

1555
132.7
109.0
166.9
116.7
1194
161.0

94.2
118.6
127.5

[2022

11838
1434
1761
1252
1477
1179
1244
1419
1335
1291
1430
1042

168.0
1271
1728
1734

1611
1392
1161
1642
1213
1218
1622

99.8
1279
129.3

2021

1164
1340
158.0
1284
1426
1176
1211
1285
1259
1223
1285
1015

1518
1239
1604
1571

144.6
1260
1186
1497
1187
1262
1485

99.6
1255
1218

2018

69.9
72.3
83.6
787
60.5
51.5
824
70.3
735
763
65.1
90.1
724
7041
81.6
89.9
712
86.0
81.6
68.9
554
84.0
74.5
964
751
913
71.6
64.1
65.2

2020

110.8
1254
1352
1164
1296
1062
114.9
119.6
1222
115.6
1203

99.0

1392
108.7
1428
1375

1280
1142
1129
1393
116.6
1173
1409

96.0
1154
1138

2019

109.2
1229
1285
1118
1219

95.8
115.5
1145
1209
1099
11441

974

1315
104.0
1260
136.6

1222
1104
1078
1314
1139
1095
130.5

95.6
1124
1122

2018

106.1
119.7
1221
1099
1169

96.0
1181
106.7
116.7
1069
1099

978

1263
104.8
116.0
127.7

1167
1075
104.0
1233
113.0
107.0
120.3

972
1114
1120

Note: EU-27 excluding the UK. Sources of intemational organizations are used in this table to facilitate comparison. This is why the data for Austria may deviate from the data provided in the section
on Austria’s property market. .

" indicates missing values.
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Table A3

Housing loans™? Housing loans®
Annual change in % Share of GDP in %
Q223 ‘QW 23 ‘2022 2021 2020 2019 2018 Q223 ‘Q1 23 ‘2022 2021 2020 2019 2018

BE 3.6 6.6 83 79 10.7 7.6 9.0 39.8 40.2 40.8 411 41.6 36.1 348
BG 182 180 181 183 1241 151 12.5 102 99 10.0 101 10.0 89 8.6
cz 49 51 6.5 112 8.1 6.6 8.6 245 251 251 270 254 232 230
DK =17 -14 =01 32 20 24 1.7 823 819 833 928 99.2 974 97.7
DE 28 43 54 74 6.5 54 4.6 392 39.7 40.2 409 40.6 373 364
EE 8.6 10.0 114 9.5 6.7 7.0 74 291 289 292 303 315 290 293
IE -12 =23 =30 =41 =26 20 4.0 161 16.1 165 162 197 215 232
GR =4kl -38 -37 -16.3 -28 =55 =29 133 137 14kl 16.8 277 285 314
ES =25 -15 -01 09 =il =1.3 -14 354 364 378 417 451 410 431
FR 04 41 4.6 6.6 74 6.1 6.3 474 492 49.8 502 50.8 452 439
HR 92 9.6 104 9.0 83 6.7 26 14.3 143 14.6 154 16.3 137 13.6
IT 15 31 4.6 47 22 141 1.7 21.7 219 219 225 236 213 214
CcY 05 1.5 26 2.7 44 041 =07 288 292 302 33.6 39.3 374 40.0
LV 25 33 47 79 26 21 09 1.7 11.8 1241 135 139 137 1441
LT 9.3 10.5 1241 117 9.5 8.7 8.7 168 168 17.0 181 183 172 17.0
LU 13 33 55 92 9.8 84 84 524 531 537 548 56.3 529 50.7
HU 26 54 78 15.0 9.8 93 109 74 75 72 8.1 80 75 77
MT 78 8.6 9.6 109 7.0 101 87 40.7 40.8 412 422 43.6 382 379
NL 1.8 4.0 45 4.0 11 23 -17 554 563 575 592 622 60.2 61.8
AT 0.0 26 5.0 69 55 6.1 44 286 2941 303 320 318 295 286
PL =48 =55 =39 6.6 53 64 53 15.7 15.6 164 19.6 202 19.8 19.7
PT 04 19 3.7 44 23 10 04 3941 401 414 449 474 433 453
RO 30 57 9.0 125 9.7 9.6 129 69 72 7.5 84 83 7.6 77
N 33 69 9.8 9.0 4 55 43 132 135 144 143 14.6 136 13.6
SK 42 6.7 10.3 1141 9.1 9.8 11.5 332 338 379 37.6 361 328 314
Fl =12 01 14 41 33 27 1.6 39.0 396 40.6 429 435 41.8 418
SE 1.6 27 4.0 69 59 52 56 61.6 63.6 64.7 702 755 69.1 679
UK . . . 4.7 30 35 34 . . . . . 60.1 57.6

Housing loans™*— new business (excluding renegotiated

loans) Share of variable rate housing loans* in new business®
Annual change in % %

0223 [0123 |2022 [2021  [2020 [2019  |2018 0223 |0123 (2022|2021 [2020 [2019  |2018
BE —366 —392 =34 223 156 189 3.7 73 88 76 51 50 5.8 11.2
BG 152 1541 222 482 . . . 974 939 949 982 979 991 98.7
cz —334 —662 =573 639 31.7 -183 7.0 31 2.7 20 1.6 2.7 34 4.0
DK . . . . . . . 454 46.6 393 238 235 194 332
DE —484 542 -135 6.6 3.6 1341 75 161 17.0 11.6 9.7 10.5 11.0 11.8
EE =259 -309 -39 59.5 —62 77 33 929 935 931 90.7 86.8 901 88.7
IE 143 39.6 262 156 =153 1041 19.9 123 7.6 108 19.8 228 269 390
GR . 369 . . . . 70 344 340 44.6 542 664 818 953
ES -241 199 9.8 394 21 23 132 221 261 236 251 340 355 363
FR -419  -317 -37 163 0.7 141 36 37 38 32 26 23 24 25
HR 165 =53 59.0 255 25 237 561 24 245 69 151 24.8 173 206
IT =3O | =263 —6.8 220 52 -38 03 374 461 39.8 16.8 1841 2738 332
CcY —-27 —440 49 424 -96 0.6 19.9 711 832 951 98.0 925 932 95.8
LV -139 -203 47 543 =32 =55 74 913 888 914 964 941 959 95.6
LT =157 =126 89 430 4 25 9.7 96.1 969 959 976 97.3 984 974
LU —440 —406 =115 72 169 56 79 433 431 45.6 349 339 38.6 469
HU —62.1 —66.7 =90 41.6 14 52 339 12 1.0 0.7 0.7 12 30 154
MT . —328 =111 222 14 -16.3 . . 64.7 653 659 834 401 62.7
NL 422 416 —6.6 238 187 42 -07 209 219 133 11.8 147 185 162
AT —62.8 —633 -128 838 212 136 6.0 525 575 383 381 376 434 435
PL -292 587 —43.6 490 7.6 7.0 105 3941 41.6 516 953 925 100.0 100.0
PT =262 | =23} 2.5 34.0 8.1 10.3 19.6 69.5 709 68.7 689 67.8 70.7 65.1
RO =53} =519 =57 447 9.0 45 -120 624 536 60.7 732 70.7 774 741
N —61.1 —58.7 10.2 384 334 4.8 =42 48 6.6 78 215 517 529 479
SK —689 —66.6 -14.6 323 438 0.6 9.6 29 4.1 2.8 21 23 17 1.7
Fl -374 419 =205 1541 52 0.7 34 98.2 98.0 973 971 979 98.0 98.0
SE . . . . . . . 849 86.0 69.6 553 60.5 66.7 770
UK . . . . . . . . . . 5.6 85 7.1 7.1
Source: ECB.

1Housing loans are defined as housing loans to the household sector.

2 Annual change of the index of notional stocks; annual and quarterly figures are based on the latest end-of-month data for the respective period. The data refer to domestic lending in all
currencies (foreign currency loans have been converted into euro).

? Domestic lending in all currencies, as converted into euro; amount of loans outstanding at end-period in % of GDP of the previous year or of the previous four quarters.

* Denominated in the respective national currency (growth rates are based on the averages of the monthly data available for the relevant years or quarters).

® New business is defined as actual new business and renegotiated loans; variable rate loans are defined as loans with an initial rate fixation period of up to one year; includes loans granted in
the respective national currency; end-of-period figures are calculated from the monthly data available for the relevant periods.

Note: Sources of intemational organizations are used in this table to facilitate comparison. This is why the data for Austria may deviate from the data provided in the section on Austria’s property
market. " indicates missing values,
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Table A4

Housing loans®in % of disposable income?

Number of housing transactions?

% Per 1,000 inhabitants
2022 2021 2020 2019|2018 2022|2021 [2020  [2019

EU . . . . : EU . 117 101 106
BE . 760 730 672 650 BE 130 124 106 1341
BG . . . . . BG

cz 479 512 484 460 454 cz . . . :
DK 1964 2174 2163 2119 2144 DK 120 168 159 139
DE 717 728 694 661 638 DE . 67 68 69
EE . 584 579 551 550 EE 216 242 195 203
IE . 564 632 703 744 IE : : : :
GR . 255 416 455 521 GR . . 70 90
ES . 678 690 683 728 ES . . . :
R . 832 809 765 744 R 164 174 152 159
HR . 257 262 238 236 HR : 12 08 08
T 364 374 367 350 349 T 133 126 94 104
cy . 566 608 597 652 cY : : : :
Lv . 227 235 241 250 Lv 110 114 97 107
LT . 309 290 290 292 LT 115 142 120 128
LU . 1584 1487 1441 1406 LU 135 162 166 176
HU . 146 144 137 139 HU . 165 137 161
MT . . . . : MT . 149 12 136
NL 1233 1258 1276 1306 1342 NL : . . :
AT . 568 553 527 512 AT 86 96 89 89
PL . 350 325 337 332 PL : 66 54 56
PT 685 713 722 691 723 PT 162 16/ 134 151
RO : . . : : RO : : : :
Sl . 248 245 245 246 sl 6.1 66 55 68
K 646 646 604 568 542 K

F 795 814 809 791 793 F : : : :
SE 1386 1482 1551 1430 1402 SE 195 181 168 160
UK . . . 955 910 UK

Source: ECB, Eurostat.
! Housing loans are defined as housing loans to the household sector.
? Domestic lending in all currencies; year-end loan stocks in % of net disposable income. The figures refer to the share of the household sector in %.

3 Property acquired by households.

2018

100
114

137
65
197

74

144
07
96

103
122
188
168
136

89
5.6
147

6.7

Note: EU-28 including the UK. Sources of international organizations are used in this table to facilitate comparison. This is why the data for Austria may deviate from the data provided in the

section on Austria’s property market. “.” indicates missing values.
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