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Call for Applications:
Visiting Research Program
The Oesterreichische Nationalbank
(OeNB) invites applications from external researchers for participation in a
Visiting Research Program established
by the OeNB’s Economic Analysis and
Research Department. The purpose of
this program is to enhance cooperation
with members of academic and research
institutions (preferably post-doc) who
work in the fields of macroeconomics,
international economics or financial
economics and/or with a regional focus
on Central, Eastern and Southeastern
Europe.
The OeNB offers a stimulating and
professional research environment in
close proximity to the policymaking
process. Visiting researchers are expected to collaborate with the OeNB’s
research staff on a prespecified topic
and to participate actively in the
department’s internal seminars and

other research activities. They will be
provided with accommodation on demand and will, as a rule, have access to

the d epartment’s computer resources.
Their research output may be published
in one of the department’s publication
outlets or as an OeNB Working Paper.
Research visits should ideally last
between 3 and 6 months, but timing is
flexible.
Applications (in English) should
include
–– a curriculum vitae,
–– a research proposal that motivates
and clearly describes the envisaged
research project,
–– an indication of the period envis
aged for the research visit, and
–– information on previous scientific
work.
Applications for 2013/14 should be
e-mailed to
eva.gehringer-wasserbauer@oenb.at
by May 1, 2013.
Applicants will be notified of the
jury’s decision by mid-December. The
following round of applications will
close on November 1, 2013.
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Sovereign Debt Crisis Delays
Economic Recovery

1

The U.S. economic recovery lost steam in the first half of 2012. Whereas positive signals have
been coming from the real estate sector in recent months, the uptrend in the labor market
has not gained a stable foothold yet. Up to now, domestic demand has been the main engine
of economic growth. However, the envisaged drastic fiscal consolidation could considerably
dampen consumer spending and investment. Japan’s economic growth also slowed down
noticeably in the second quarter of 2012, which may be pinpointed to a large extent to the
expiration of subsidies for the purchase of eco-friendly cars. In the next few years, Japan will
have to tackle the reduction of its debt ratio (2013: 220% of GDP). The value added tax is
already scheduled to be raised to 10%. The Chinese government and the People’s Bank of
China reacted to the significant cooling of the Chinese economy by taking expansionary fiscal
and monetary policy measures. The IMF projects a “soft landing” for the Chinese economy.
In the euro area, economic output diminished by 0.2% in the second quarter. The economy
has not moved into a recession yet, but the current decline in the leading indicators along with
the available forecasts presage a slight drop in growth in the third quarter of 2012 as well.
The recovery is expected to take hold no earlier than around the turn of the year 2012 to
2013. Developments within the euro area remain quite heterogeneous. The motor of growth
so far, the German economy, is increasingly losing momentum. The downtrend in inflation
came to a halt in August 2012. In addition to increases in taxes and fees, which drive inflation
upward, world market prices for food have been surging recently. In July 2012, the Governing
Council of the ECB cut key interest rates by 25 basis points, bringing the interest rate on main
refinancing operations to a historical low of 0.75%. In early September 2012, the Governing
Council of the ECB initiated a new government bond purchase program, so-called Outright
Monetary Transactions (OMTs). Under the OMT program, the Eurosystem may make secondary market purchases, limited neither by volume nor by time, of sovereign bonds issued by
countries that are eligible for and have applied for EFSF/ESM support for their macroeconomic adjustment programs. Together with the envisaged steps toward a banking union, this
measure is an important element in calming the markets and thus in resolving the government debt crisis.
Quarter-on-quarter economic growth in the Central, Eastern and Southeastern European
(CESEE) Member States was slightly positive in the first two quarters of 2012, and growth in
the region is projected to quicken in 2013. Inflation was fueled most heavily by energy prices,
but eased noticeably in the course of the first half of 2012. The region’s external balances
performed quite heterogeneously, but any deficits registered in the combined current and
capital accounts were moderate in size. Conditions in the financial markets have stabilized
noticeably in all countries except Slovenia since the beginning of June 2012.
The Austrian economy is increasingly affected by the economic slack in Europe. Whereas
GDP growth was still surprisingly powerful in the first quarter of 2012, coming to 0.5%
(seasonally and working-day adjusted, quarter on quarter), it came to a near standstill in the
second quarter (+0.1%). Most of the leading indicators which have come in are negative and
signal below-average growth in the next few months. Nevertheless, given the strong economic
performance in the first quarter of 2012, the 0.9% growth forecast in the June 2012 economic
outlook of the Oesterreichische Nationalbank (OeNB) for 2012 could yet hold true. The risks
to economic activity in 2013 would, however, rise considerably if growth weakened further in
the second half of 2012.

Gerhard Fenz,
Isabella Moder,
Maria Silgoner1

Oesterreichische Nationalbank, Economic Analysis Division, gerhard.fenz@ oenb.at; Foreign Research Division,
isabella.moder@ oenb.at, maria.silgoner@ oenb.at.

Editorial deadline:
September 6, 2012
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1 The Global Economy Shows
Signs of Further Weakness
1.1 Fiscal Consolidation Path as a
Factor of Uncertainty for the
U.S. Economy

In the U.S.A., economic growth has
weakened compared with end-2011
levels. In the second quarter of 2012,
real GDP growth ran to 0.4% quarter
on quarter. Growth hinged on domestic
demand (above all consumer spending
and gross fixed capital formation),
whereas net exports made a marginally
negative contribution. According to
the IMF’s World Economic Outlook
(WEO) update of mid-July 2012, the
U.S. economy is set to expand by 2.0%
in 2012 and by 2.3% in 2013. The main
risk to this scenario is the drastic
fiscal consolidation figuring in the current legislation, which could even result
in stagnation in 2013. However, the
planned consolidation is likely to be
softened somewhat to prevent it from
jeopardizing growth.
Positive signals have been coming
from the real estate market has been
Chart 1
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sending out positive signals, with real
estate investment having delivered a
positive contribution to growth for the
past five quarters. As the Case-Shiller
house price index has been on the rise
for the past five months, house prices
appear to have bottomed out, but their
recovery will be a while in coming.
Conversely, the labor market has given
mixed signals: Employment growth accelerated in July 2012, but the unemployment rate also edged up to 8.3%.
The dip to 8.1% in August primarily
reflects the influence of discouraged
workers who are no longer looking for
employment. Initial claims for unemployment benefits exhibited a falling
trend.
The rate of inflation has abated
markedly in recent months and continued to decline to 1.4% in July 2012,
down from 3.9% in September 2011.
As expected, at the most recent
regular meeting of the Federal Open
Market Committee on July 31/August
1, 2012, the Federal Reserve System
(Fed) decided to keep the U.S. Federal
Funds rate interest rate unchanged at
0% to 0.25%. The Fed also decided to
extend until the end of 2012 the Operation Twist, the maturity extension
program under which it sells or
redeems shorter-term securities, using
the proceeds to buy longer-term securities to put pressure on long-term
interest rates and to signal a longerterm expansionary monetary policy
course. As the maturity extension program simply involves an exchange of
securities, the Fed’s total assets have
remained nearly unchanged over the
past 12 months. A third round of quantitative easing (“QE3”) was agreed
for autumn 2012 should the economic
recovery fail to materialize. The related
transactions would, again, result in
an expansion of the Fed’s balance
sheet.
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Chart 2
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1.2 After a Strong Start in 2012,
Japan’s Economy Cools

In the second quarter of 2012, Japanese
economic activity weakened considerably, contracting to 0.3% against the
previous quarter from 1.3% in the first
quarter. Growth was carried exclusively by domestic demand. One reason
for the slowdown in growth was the
expiration of subsidies for the purchase
of eco-friendly cars. Consumer confidence also continued to decline. In
July, the IMF raised its economic
growth forecast for Japan to 2.4% for
2012 but at the same time projected
that growth would flag to 1.5% in
2013. The continued reduction in the
rate of unemployment (June 2012:
4.3%) can be pinpointed above all to a
shrinking workforce.
Japan’s greatest challenge for the
years to come will be to reduce its
government debt ratio, which is set to
exceed 220% of GDP in 2013. The cost
of financing the debt has been low so
far: At the beginning of September
2012, Japan was paying only some
0.8% interest on its ten-year bonds.
The main reason is that 95% of the
bonds are held by domestic investors –

commercial banks, the central bank,
households – partly as a substitute for
public pension schemes and partly in
compliance with government provisions (compelling banks and pension
funds to hold bonds). As the population
ages and savings d eposits dry up, the
pressure on public financing will grow.
The Japanese g overnment plans to take
consolidation measures from 2014, including a doubling of value added tax to
10%.
With inflation running to –0.4%
and core inflation also negative at
–0.6% in July 2012, Japan has still not
overcome its deflationary phase. The
strong appreciation of the Japanese yen
against the world’s main currencies
since the outbreak of the global economic and financial crisis contributes
to Japan’s persistent deflation. In uncertain times, investors consider the
yen a safe haven currency. Since midJuly 2012, the Japanese yen has lost
some ground. The Bank of Japan has
maintained interest rates unchanged
in a range of 0% to 0.1%. The IMF
recommends that Japan take further
expansionary measures to address deflation.
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Chart 3
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1.3 Expansionary Monetary and
Fiscal Policy in China

The pace of Chinese economic growth
has cooled off further. In the second
quarter of 2012, Chinese GDP advanced by 1.8% against the previous
quarter. The government reacted by
frontloading infrastructure measures
and by subsidizing purchases of energyefficient household appliances. The
effect of these fiscal measures should
become especially apparent in the second half of 2012. The IMF expects a
Chart 4
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Contributions to growth (quarter on quarter, seasonally adjusted) in percentage points
1.0

0.5

2 Euro Area Economy Projected
to Recover no Sooner than
End-2012

0.0

2.1 Euro Area GDP Growth Weak
and Highly Heterogeneous

–0.5

–1.0
Q1

Q2

Q3
2010

Private consumption
Net exports
Source: Eurostat.
1

soft landing for the Chinese economy,
with GDP augmenting by 8.0% in
2012.
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Chinese central bank’s official inflation
target of 4%. To stimulate growth, the
People’s Bank of China reduced the
reference rates for deposit and credit
interest rates for the first time since
2008, bringing them to 3% and 6%,
respectively. The central bank had
already lowered the minimum reserve
rate for commercial banks, by 50 basis
points in February and by another
50 basis points in May 2012. These
measures were accompanied by a further liberalization of the interest rate
market to spur competition among
commercial banks.
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In the euro area, real GDP shrank by
0.2% quarter on quarter in the second
quarter of 2012. Following negative
GDP growth in the fourth quarter of
2011 and stagnation in the first quarter
of 2012, the euro area is not (yet) in
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r ecession, defined as a decline in GDP
for two or more consecutive quarters.
However, GDP growth is very anemic.
In June 2012, both industrial production and construction output continued
to contract.
Net exports made the only significantly positive contribution to growth:
Exports advanced by 1.3% on the previous quarter, surpassing the rise in imports. Conversely, domestic demand
acted as a drag on GDP growth. Consumer spending is suffering from the
partly drastic fiscal consolidation measures in the countries hit hardest by the
sovereign debt crisis, and also made a
negative contribution to growth, as did
gross fixed investment, which was
affected by the unfavorable economic
climate and the high level of uncertainty. Considering the risks to the
economy, in its latest assessment of
economic developments in the euro
area, the IMF warned the euro area
about too much fiscal austerity and
called on the countries with less pressure to take advantage of the remaining
fiscal room for maneuver.
In general, growth patterns continued to be highly heterogeneous in the

euro area. Whereas the GDP of Spain
declined by 0.4% and that of Italy fell
by 0.7% in the second quarter compared to the first quarter, Germany’s
economy still posted 0.3% growth,
with consumer spending and net exports contributing positively to growth.
However, the most recent leading indicators show that German households
are likely to tighten their purse strings.
France’s GDP continued to stagnate,
with growth being dampened mainly
by foreign trade, unlike in Germany
and the remaining euro area.
Great heterogeneity may also be observed in the labor market. The euro
area unemployment rate stabilized at
11.3% in July 2012, but individual
countries’ rates diverged sharply, ranging from a record high of 25.1% in
Spain to stagnation at a historical low of
5.5% in Germany. At 4.5%, Austria’s
unemployment rate remained the lowest among euro area countries.
2.2 Leading Indicators Signal
Recovery from the Fourth
Quarter of 2012 at the Earliest

No recovery is in the offing yet in the
next few months. Most sentiment indiChart 5
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cators are pointing steeply downward,
signaling renewed negative GDP
growth in the third quarter of 2012.
For example, the Economic Sentiment
Indicator released by the European Commission dropped by another 1.8 points
for the euro area in August 2012 to
86.1 points, the lowest level since
autumn 2009. All subindexes lost

ground, but the loss of confidence was
particularly strong among consumers
and construction managers. The HSBC
Emerging Markets Index (EMI), a composite indicator derived from the Purchasing Managers’ Index, began to rise
again in August 2012. In the past, this
index often flagged a trend shift earlier
than other indicators. At 45.3 points,
the index remains well below the
50 point mark designating the watershed between an expansion and a contraction. All sentiment indicators for
Germany are currently pointing to the
downside.
According to the European Commission’s survey, capacity utilization in
the euro area fell from 79.7% to 77.8%

in the third quarter of 2012, noticeably
below its long-term average. Hence, no
expansion of manufacturing capacities
is to be expected anytime soon. All
leading indicators presage manifest
consumption restraint and a low propensity of industry to invest in the next
few months.
The short-term forecasts of Consensus Forecasts, EuroCoin and the
OECD all confirm the assumption that
GDP growth will again be negative in
the third quarter of 2012. This would
technically define the euro area as temporarily being in a recession. In the
fourth quarter of 2012, quarter-onquarter growth should be zero or just
below zero.
For whole-year 2012, the GDP
forecasts released before and during
summer see euro area GDP growth at
about –0.3%. The ECB staff macroeconomic projections issued in early September 2012 provide a bandwidth of
–0.6% to –0.2% for euro area GDP
growth in 2012. In 2013, most forecasters expect economic growth to
Chart 6

Euro Area: HICP Components
Contribution to GDP growth in percentage points, year on year
3.5
3.0
2.5
2.0
1.5
1.0
0.5
0.0
–0.5
–1.0
Jan. 10

July 10
Energy
Industrial goods excluding energy
Core inﬂation (annual change in %)

Jan. 11
Unprocessed food
Services

July 11

Jan. 12

July 12

Processed food (including alcohol and tobacco)
Overall HICP (annual change in %)

Source: Eurostat.

10	
Monetary Policy & the Economy Q3/12

Sovereign Debt Crisis Delays Economic Recovery

a ccelerate to a moderate 0.7% to 1.0%.
The ECB’s forecast covers a range of
–0.4% to +1.4%. Overall, uncertainty
remains high, and the risk of a renewed
recession or of a long period of zero or
low growth is on the rise.
2.3 Higher Taxes and Fees Feed
Inflation

The rate of HICP inflation has diminished steadily in the course of 2012 so
far. In particular, the energy component of the price index has lost importance as an inflation driver. The main
reason inflation remains high is that
many countries have raised taxes and
fees: Administered prices have jumped
by nearly 4% year on year. In August
2012, inflation rose again according
to Eurostat’s flash estimate, widening
to 2.6%, probably because of rising
energy prices and seasonal factors. The
heterogeneity of inflation developments
across individual euro area countries
mirrors the different speed of fiscal
consolidation in the Member States and
the divergent focus of austerity measures. If the inflation effects of higher
taxes and fees are factored out, the
country profile takes on a different
cast, revealing that unit labor costs have
contracted above all in the crisis countries, but have gone up in the more
stable euro area countries, such as

Germany and Austria.
The inflation forecasts released before and during summer report inflation expectations of 2.3% to 2.4% for
2012. In 2013, the rate of price increase
could ease to well below 2%, i.e. some
1.7% to 1.8%. More recently, though,
the upside risks for these forecasts have
mounted considerably as a consequence
of the drought during the summer and
the burgeoning world market food
prices in its wake. More expensive
grain, corn and oilseed prices will be
transmitted to consumer prices, first to

the directly affected foods, and then, in
a trickle-down effect, to meat and dairy
products as well. The ECB’s macroeconomic projections of early September
take this recent phenomenon into account. Inflation estimates for 2013
range from 1.3% to 2.5%.
In the past few months, monetary
growth has steadily gained speed. In
July 2012, M3 was expanding by 3.8%,
a pace last seen mid-2009. The reason
for this trend is the sharp rise in investors’ liquidity preference as a result of
uncertainty in the stock and bond markets and of low interest rates. But as
faster monetary growth has not impacted correspondingly on credit
growth, it is unlikely to have any immediate consequences for inflation.
Tepid credit growth is primarily driven
by the demand side, but the need of
banks to redress their balance sheets
also plays a role. The pace of growth is
especially weak for corporate loans.
This development could affect economic activity, as an upturn is unlikely
to be sustainable without credit
growth.
2.4 Government Bond Markets
Remain Very Heterogeneous

Since March 2012, bond yield developments have diverged sharply in individual euro area countries. Yields in e.g.
Germany, the Netherlands, Austria and
France have receded by between ½ percentage point and 1 percentage point.
In times of a government debt crisis,
these countries are viewed as safe
havens and benefit from capital inflows
as well as declining financing costs.
Ten-year government bond yields in
Germany were still the lowest in the
euro area at just under 1.4% in early
September 2012. Yields on two-year
bonds are in fact slightly negative.
The yields on ten-year government
bonds of Ireland, Portugal and Greece,
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Chart 7
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which have embarked on economic adjustment programs, have gone down
substantially since March 2012. The
European Commission and the IMF
determined that Ireland and Portugal
had made progress with fiscal and
structural reforms, so that these countries have been able to regain investors’
confidence. At the end of July 2012,
Ireland succeeded in issuing five-year
bonds, marking an important step in
the country’s return to the financial
market.
At the same time, Italy and Spain
found their ten-year government bond
spreads surging by roughly 100 basis
points (Italy) or 200 basis points
(Spain). After the yields on Spain’s
ten-year government bonds surpassed
the critical mark of 7%, above which
government debt is considered unsustainable in the long term, Spain applied
for support under the EFSF at the end
of June 2012. The EU finance ministers
announced that they would supply up
to EUR 100 billion of EU support earmarked to shore up the banking sector.
The conditions in the Memorandum of

Understanding also concentrate on the
banking sector, which is suffering from
the bursting of the real estate price
bubble. In the past weeks, Spain has
made progress with implementing
broadly based financial sector reform,
which includes the establishment of an
external asset management company to
which impaired assets are transferred
and strengthening of the Bank of Spain
and the public Fund for Orderly Bank
Restructuring (FROB) by endowing
them with additional powers. The
Spanish banks are to be recapitalized in
fall 2012, once the external auditors
have evaluated individual banks’ viability and capital needs.
Immediately following ECB President Draghi’s announcement of July 26,
2012, in which he signaled that the ECB
would provide support for the crisis
countries of the euro area, Spanish
bond yields fell by 80 basis points and
Italian bond yields by 60 basis points.
This decline continued after the ECB’s
Governing Council initiated a new
government bond purchase program

(Outright Monetary Transactions; see
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below) for financially ailing euro area
countries in early September. Yields on
Spanish, Italian and Irish bonds dropped
to well below 6%. Great uncertainty
about the true extent of the Spanish
banking crisis remains. This is one reason the country has been contending
with massive capital outflows since
mid-2011. While Italy is mired in a
deep recession, the markets appear to
have greenlighted the measures the
interim government has implemented
so far as progress. Italy’s debt ratio is
high at over 120% of GDP, but the
country does not have to grapple with a
massive correction of house prices or
high private debt levels.
To sum it up, the debt crisis continues in some euro area countries.
Whereas the steps to establish a banking union and to support countries with
excessive financing costs temporarily
restored calm in the markets, these
steps have yet to be implemented. MidJune 2012, the U.S. rating Agency
Moody’s downgraded Spain three
notches to Baa3 status. In early September 2012, it lowered the EU’s longterm issuer rating outlook from stable
to negative, citing above all negative
outlooks for Germany, France and the
United Kingdom.

2.5 Key Interest Rates at a
Historical Low

After the two key interest rate increases
in spring and summer 2011 by 25 basis
points each had been reversed in fall
2011, the key ECB interest rate for
main refinancing operations again
stood at 1% in the first half of 2012. In
view of the economic slowdown and
the continued reluctance of banks to
lend despite the provision of ample
long-term liquidity by the Eurosystem
(through long-term refinancing operations with a maturity of three years),
the Eurosystem cut the key interest rate
further by 25 basis points to 0.75% in
July 2012. The interest rate on the marginal lending facility has remained at
1.50% since then, the interest rate on
the deposit facility at 0.00%.
With excess liquidity levels high,
the overnight rate in the interbank
market, the EONIA, has been determined mainly by the interest rate on
the deposit facility. When the rate on
the deposit facility was lowered, the
EONIA subsided as well, going down
by roughly 25 basis points to a level of
0.11%. Money market rates have also
followed the cut in the rate on the deposit facility, dropping by 25 basis
points; longer-term rates even declined

Chart 8
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by up to 35 basis points. The ECB Survey of Professional Forecasters currently expects an average rate on main
refinancing operations of 0.70% in
2013 which will edge up to 1.00% in
2014.
At the beginning of September
2012, the Governing Council of the
ECB initiated a new government bond
purchase program for bonds from
financially distressed euro area countries. These purchases, referred to as
Outright Monetary Transactions (OMTs),
allow the Eurosystem to acquire an unlimited volume of government bonds
with a residual maturity of up to three
years for an unlimited time in the
secondary sovereign bond markets.

OMTs are limited to the bonds of countries that are eligible for and have
applied for EFSF and ESM support. As
an amount equivalent to that created by
the OMTs will simultaneously be withdrawn from the financial system, the
transactions will not have a direct
impact on euro area money supply. The
program represents an important step
in calming financial markets and thus
supports the smooth functioning of the
single monetary policy.
Table 1

CESEE EU Member States: Economic Growth
2010

2011

Q3 11

Q4 11

Q1 12

Q2 12

Real GDP growth in % against the previous period,
seasonally and working-day adjusted
Bulgaria
Estonia
Latvia
Lithuania
Poland
Romania
Slovakia
Slovenia
Czech Republic
Hungary
CESEE total
Euro area
Source: Eurostat.

0.4
2.3
–0.3
1.4
3.9
–1.7
4.2
1.4
2.7
1.3
2.3

1.7
7.6
5.5
5.9
4.3
2.5
3.3
–0.2
1.7
1.6
3.2

0.1
1.4
1.4
1.2
0.9
1.0
0.7
–0.3
0.0
0.0
0.6

0.1
0.1
1.0
0.8
1.0
–0.2
0.8
–0.6
–0.2
0.0
0.4

0.0
0.3
1.1
0.3
0.8
–0.1
0.7
0.2
–0.8
–1.2
0.2

0.3
0.4
1.0
0.5
0.4
0.5
0.7
–1.0
–0.2
–0.2
0.3

2.0

1.5

0.1

–0.3

0.0

–0.2

3 Economic Developments in
Central, Eastern and Southeastern European EU Member
States
3.1 Growth Remains Tepid

In the second quarter, real GDP edged
up by only 0.3% on the previous quarter in Central, Eastern and South
eastern Europe (CESEE) as a whole.
Latvia topped the region’s results, with
growth running at 1.0%. Conversely,
GDP contracted in Slovenia, the Czech
Republic and Hungary. Compared to
the first quarter of 2012, the quarterly
expansion accelerated marginally in the
second quarter of 2012, both for the
region as a whole and in the majority of
the countries in the region. The rise in
GDP in Romania following a recession
during the preceding quarters had a
positive effect on the region as a whole.
The slowdown in the pace of recession
in the Czech Republic and in Hungary
also had a favorable impact on the development of the region, whereas the
deceleration of the relatively high
growth in Poland acted as a brake.
The most recent forecasts see GDP
growth in the region at between 1%
and 1.5% for the whole year 2012;
growth is anticipated to quicken to 2%
to 2.5% in 2013.
The contributions to GDP growth
development of individual components
as compared to 2011 are not yet available for the second quarter of 2012. In
the first three months of 2012, the
regional economy expanded by 1.9%
year on year. Private consumption accounted for 1 percentage point of
growth, whereas public consumption
stagnated. Gross fixed capital formation added 0.7 percentage points to
growth; this aggregate was positive in
nearly all countries except Slovakia,
Slovenia and the Czech Republic.
Growth was reduced by the 0.4 percentage points decline in inventory in-
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vestment. Although external demand
was anemic, exports made a positive
contribution of 2.9 percentage points
to growth, with net exports also making a positive addition of 0.9 percentage
points.
3.2 Inflation Subsides in Most
Countries

Annual inflation in individual CESEE
countries ranged between 1.8% and
5.5% in the second quarter of 2012.
Hungary posted by far the highest
inflation rate due to the increase in the
value added tax by 2 percentage points
to 27% in January 2012. The lowest
inflation rates in CESEE were measured in Bulgaria and Romania. Compared to the first quarter of 2012, annual inflation abated in most countries,
above all in Latvia, Lithuania, Romania
and Slovakia.
In most countries, the biggest yearon-year inflation driver in the basket of
goods was energy in the second quarter of 2012. In Bulgaria and Slovakia,
energy as an inflation factor was topped

by services, in Hungary by processed
foods (including alcohol and tobacco) as
the main force in augmenting year-onyear inflation. In some countries, the
surge in the price of processed foods
and in services reflects revenue-side
fiscal consolidation measures.
In July 2012, year-on-year inflation
rates stayed fairly constant, except in
Bulgaria and Romania, where they
advanced by 0.8 percentage points on
the preceding month in both cases.
This spike in inflation was traceable to
the burgeoning prices of unprocessed
foods in both countries, which in
Bulgaria was compounded by the rise
in energy prices.
In its spring economic forecast, the
European Commission expected inflation in the region to ease substantially
in 2013.
With inflation subsiding, several
central banks reduced their key interest
rates, especially the central bank of
Romania, which cut its main policy
rate in three increments of 25 basis
points each in January, February and
Chart 9

CESEE EU Member States: Inﬂation Rate
Contribution to the annual rate of change in the HICP in percentage points
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Chart 10

CESEE EU Member States: Development of the Current and Capital Accounts
% of GDP, moving four-quarter average
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March, 2012, to 5.25%. The Czech
central bank trimmed the key interest
rate by 25 basis points to 0.5% in June
2012. Latvia followed in July 2012 (cut
by 50 basis points to 3.0%), Hungary in
August 2012 (cut by 25 basis points to
6.75%). In the euro area CESEE countries, i.e. Estonia, Slovakia and Slovenia,
the ECB lowered the key policy rate by
25 basis points to 0.75% in July 2012.
Poland was the single outlier, as the
Polish central bank raised the key interest rate by 25 basis points to 4.75% in
May 2012.
3.3 Heterogeneous Performance of
the Region’s External Balances

The external balances of the CESEE
EU Member States continued to perform very differently. In the period
from mid-2011 to mid-2012, the combined current and capital account balance was positive in half the countries
and (moderately) negative in the other
half. The surplus of the combined current and capital account balance was
highest in Estonia (4.8% of GDP), followed by that in Hungary (3.5%) and
2
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that in Slovakia (2%).2 The largest deficit was measured in Romania (2.7% of
GDP), followed by Poland (2.1%) and
the Czech Republic (1.2%).
Net goods and services posted a
surplus for the region as a whole (0.4%
of GDP), but the individual countries’
balances differed sharply. The capital
account posted a net surplus for the
CESEE region as a whole (1.7% of
GDP), as did transfers (1.2%), whereas
outflows of 4.1% of GDP were measured on the income account.
In its spring forecast, the European
Commission assumed a reduction of
the regional current account deficit
from 2.6% (2012) to 1.6% (2013).
Looking at the financing side, from
mid-2011 to mid-2012, the region recorded substantial inflows of foreign
direct investment and portfolio investment.
Net direct investment posted a surplus in all countries, the largest being
in Estonia at 4.7% of GDP. In the case
of portfolio investment, net inflows
were most pronounced in Lithuania at
7.2% of GDP. Conversely, net outflows

The data for Hungary and Slovakia refer to the period from Q2 11 to Q1 12.
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Chart 11
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were measured in Bulgaria, Lithuania
and especially in Slovenia.
The basic balance of payments – the
combined current and capital account
balance plus net direct investment inflows – showed a surplus of 1.1% of
GDP for the CESEE region. Of the
countries with a current and capital
account deficit, the basic balance was
positive in Latvia, Lithuania and in the
Czech Republic, as net direct investment inflows more than offset the
above-mentioned deficit. By contrast,
the basic balance was moderately negative in the other countries with a current and capital account deficit, i.e.
Poland (–0.4% of GDP) and Romania
(–1.6% of GDP).
3.4 Financial Markets Stabilize in All
CESEE Countries Except Slovenia

The exchange rates of the CESEE EU
member countries’ currencies, which
maintain a regime of flexible exchange
rates against the euro, are currently at
roughly the same level as at the beginning of March 2012. In spring 2012,
the currencies lost between 3% (Czech
koruna) and 7% (Polish zloty) against

the euro, but between the beginning of
June and the end of August, most of the
currencies appreciated again (by 4% to
7%). The depreciation phase of the
Romanian leu lasted longer on account
of domestic policy turbulences. The
currency lost 7% of its value between
early March and early August 2012,
but since then the exchange rate has
partly recovered (+4% to date). Since
the beginning of September 2012, the
Czech koruna has been observed to
continue its rise, whereas the Polish
zloty and the Hungarian forint lost
some ground.
Credit default swap (CDS) premiums are highest in Slovenia and
Hungary at this time, coming to over
400 basis points, which is far above the
regional average of 222 basis points.
Estonia and the Czech Republic are at
the lower end – financial markets consider their probability of default to be
low. In the course of 2012, the regional
average CDS premiums peaked at 309
basis points in early June 2012 (up from
250 basis points in early March). They
have since tumbled. Slovenia represents
an exception, as CDS premiums rose
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by more than 80 basis points from the
beginning of March to the cutoff date
for data; Slovenian CDS premiums have
now reached the same level as in
Hungary.
The rating agencies’ assessments of
the creditworthiness of most countries
in the region remained unchanged.
In May 2012, the rating agency
Standard&Poor’s lifted Latvia’s rating
from BB+ to BBB–, citing the more
stable political environment and greater
fiscal discipline. This upgrade returned
Latvia’s bonds to investment grade for
the first time since February 2009.
After Slovenia’s sovereign bonds had

been downgraded by the three largest
rating agencies at the beginning of
2012, a further downgrade followed at
the beginning of August 2012. Moody’s
lowered the rating by three levels from
A2 to Baa2, Fitch by one level (from A
to A–) and Standard&Poor’s by one
level (from A+ to A), each agency
assigning a negative outlook as well.
The rating agencies justified the step
with ongoing problems in the Slovenian
banking sector, the rising cost of
refinancing government debt and the
weak economy. Moody’s downgraded
Romania’s debt rating from Baa3 with a

stable outlook to Baa3 with a negative
outlook at the end of June 2012, citing
the country’s strong dependence on the
euro area and its high foreign debt.
Currently, the CESEE EU countries’ stock market indexes are just
below the levels at which they had stood
at the beginning of March 2012. In
some countries – Poland, Romania, the
Czech Republic and Hungary – stock
market prices fell first and then recovered again from early June 2012,
whereas prices in other countries did
not fluctuate significantly.
4 Austria
4.1 Economic Activity Slows
Markedly toward Mid-2012

Although Austria’s economic fundamentals are solid, the economy is
increasingly feeling the reverberations
of the sluggish European economy. As
Austria is an export-oriented economy,
the intensification of the crisis impacts
Austria above all through the external
trade channel. Consequently, economic
activity lost considerable momentum in
Austria in the first half of 2012. After
aggregate output could – surprisingly –
be boosted substantially in the first
quarter of 2012 (+0.5%, seasonally and
Table 2

Austria: Real Gross Domestic Product and Demand Components
(in real terms, seasonally and working-day adjusted)
GDP

Private con- Governsumption
ment consumption

Gross
Exports
fixed capital
formation

Imports

Change on previous period in %

Domestic
demand

Net
exports

Changes in
inventories

Statistical
discrepancy

Contributions to GDP growth in percentage points

Q3 11
Q4 11
Q1 12
Q2 12

0.0
0.2
0.5
0.1

0.1
0.1
0.0
0.0

0.4
0.3
0.4
0.2

1.1
0.6
0.3
0.2

0.4
0.0
0.4
0.4

0.4
–0.4
0.1
0.3

0.4
0.2
0.2
0.1

0.0
0.2
0.2
0.0

–0.1
–0.0
0.0
0.0

–0.2
–0.2
0.1
–0.1

2009
2010
2011

–3.5
2.2
2.7

1.1
1.6
0.9

0.9
0.0
0.5

–6.4
0.7
6.3

–15.4
8.9
7.2

–11.8
8.0
6.9

–0.6
1.1
1.8

–2.9
0.8
0.5

–0.6
0.5
0.5

0.7
–0.2
–0.1

Source: Austrian Institute of Economic Research (WIFO), OeNB.
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working-day adjusted, quarter on quarter), it virtually stagnated in the second
quarter (+0.1%).
Foreign trade has recently provided
very few impulses to economic activity.
In the second quarter of 2012, net
exports did not contribute to GDP

growth. The results of the OeNB’s export indicator, which is based on truck
toll data collected by the Austrian highway authority ASFINAG, show that
Austria’s export weakness is particularly pronounced in the goods segment.
Nominal goods exports have been stagnating since the second quarter of 2011
and have been contracting in real
terms. This trend continued at mid2012. Deliveries of goods abroad are
expected to speed up to 3.0% (seasonally and working-day adjusted, year on
year) in the forecast month July 2012,
but they will shrink by 1.0% in August.
The tepid pace of exports continues to
hinge on the weak performance of
Austrian deliveries to key Austrian export markets, such as Italy, Hungary,
Slovenia, Spain or Croatia, which the
crisis has hit especially hard. Exports to
Germany and non-EU countries are

growing more briskly, though. Service
exports developed comparatively favorably. In the first half of 2012, Austria
recorded the second-best result ever for
overnight stays by tourists from abroad.
Like foreign trade, private consumption provided no impulses for economic growth in the second quarter of
2012. Although employment continued
to expand at a lively pace, real consumer spending stagnated for the second period in a row. Negative wage
drift as a result of the increase in parttime jobs and shifts to jobs in the lowwage sectors as well as inflation, which
is still just above 2%, though falling,
act as a drag on household incomes. In
addition, consumer confidence is very
low as a result of the current debt c risis,
prompting consumers to save rather
than spend and thus raising the saving
rate.
Companies were also very reluctant
to invest in the second quarter of 2012.
Construction investment stagnated,
and investment in plant and equipment
strengthened by 0.3% on the first quarter of 2012. Public spending, which
edged up by 0.2%, was also weaker in
Chart 12

OeNB Export Indicator of September 2012 (Seasonally and Working-Day Adjusted)
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the second quarter than in the first
quarter.
The outlook for the second half of
2012 has worsened tangibly since the
last OeNB economic outlook was released at the beginning of June. Most
national and international leading indicators have dropped to new lows recently. The current confidence indicators of the European Commission are
consistently below average for Austria
in all sectors but the construction sector. The Purchasing Managers’ Index of
Bank Austria signals a contraction of
manufacturing output. Thus, in the
second half of 2012, the economy will
grow very moderately, if at all. Nevertheless, given the strong economic performance in the first quarter of 2012,
the 0.9% growth forecast in the
OeNB’s June 2012 economic outlook

could yet hold true. The risks to economic activity in 2013 would, however,
rise considerably if growth weakened
further in the second half of 2012.
4.2 Unemployment Rises despite
Record Employment Figures

In a European comparison, the situation in the Austrian labor market is still
excellent. With the rate of unemployment coming to 4.5% in July 2012,
Austria posted the lowest jobless
rate of all EU countries. Moreover, the
low youth unemployment rate of 8.9%
is the second-best EU rate after that
of Germany. The total number of payroll employees attained a record high of
3.55 million in August 2012 compared
to the August figures of previous years.
Since August 2011, Austria has created
over 51,000 or +1.5% new jobs.
Chart 13

Labor Market Developments from April 2011 to April 2012 by Sectors
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Austria’s labor market has developed remarkably in recent months. Considering the difficult economic environment, payroll employment figures rose
unusually strongly. In recent years, employment growth of 1.5% could only
be attained if economic growth was at
least 2%, but currently, the economy is
nearly stagnating. Yet the exceptionally
powerful job growth is not strong enough
to reduce the unemployment rate. Quite
the opposite: In the past 12 months, the
jobless rate enlarged from 3.8% to
4.5%, reflecting economic developments. In the past years, employment
gains of over 1% had u sually sufficed to
reduce the rate of unemployment.
The uncommonly lively employment growth may be explained by the
complete liberalization of Austria’s
labor market in May 2011, which resulted in a rise in the registered labor
force. In July 2012, foreign employees
(more than 40,000) were responsible
for some two-thirds of the increase in
employment. Nearly 27,000 of these
employees came from the EU-8, i.e.
the Baltic countries, the Czech Republic, Hungary, Poland, Slovakia and
Slovenia. The data do not indicate

whether these figures correspond to
real employment growth or whether
they simply resulted from the legalization of employees that had not been
registered previously. A disaggregated
view by sectors (chart 13) shows that
the rise in foreign employees outpaced
that of Austrian employees in particular in construction (NACE section F),
transportation and storage (H), accommodation and food service activities (I)
and administrative and support service
activities (N). Austrians found more
new jobs in industry (B–E) than their
foreign counterparts.
The data which have become available so far do not show any perceptible
crowding-out effects in the first

12 months after the liberalization of the
labor market. The slight uptick in the
overall unemployment rate since May
2011 does not come as a surprise, given
the struggling economy, and unemployment has not advanced faster than
average even in industries in which
nonresident employment has expanded
especially robustly (chart 13). The comparatively pronounced year-on-year increase in joblessness among hotel and
restaurant employees in April 2012 may
be pinpointed to the early Easter holidays in 2012. The rise in unemployment among administrative and support service workers, which includes
workers on leasing contracts, signals
above all that conditions in the labor
market will deteriorate in the next few
months, as workers on a contract basis
are typically given notice before all
other employees.
The available leading indicators herald a slowdown in the pace of employment growth in the second half of 2012.
To corroborate this, the number of vacancies reported by companies so far in
2012 has been sinking, whereas the
number of people undergoing training
and the number of planned layoffs according to the early warning system is
climbing. Most recently, the leading indicators deteriorated only marginally,
however. Therefore, the labor market is
not expected to experience a massive
slump.
4.3 HICP Inflation to Fall below 2%
in 2013

In July 2012, the HICP inflation rate in
Austria ran to 2.1%, down by 1.6 percentage points on the November 2011
rate, which had been marked by a peak
of 3.7%, nearly as high as in June 2008
(4.0%). The notable easing of inflation
could be traced mainly to the cheaper
price of energy, but also to services,
food and industrial goods excluding
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Chart 14

HICP Inﬂation and Contributions by Subcomponents
Contributions to growth in percentage points

Last observation: July 2012

5
Forecast:
2012: 2.4 %
2013: 1.8 %

4
3
2
1
0
–1
–2
2004

2005
Services (weight: 44.6%)
Energy (weight: 9.1%)

2006

2007

2008

2009

Industrial goods excluding energy (weight: 30.9%)
HICP (annual change in %)

2010

2011

2012

2013

Food (weight: 15.4%)
Core inﬂation (annual change in %)

Source: OeNB, Statistics Austria.

e nergy, with the decline in cost pressures in global commodity markets
until recently relieving the pressure on
both food and energy prices. In addition, favorable base effects dampened
inflation: The boost in petroleum and
tobacco taxes in 2011 no longer fed into
annual inflation in 2012. In the service
sector, where prices had shot up in
2011, the pace of price increase has
subsided markedly in recent months.
Lower energy costs and the slower momentum of food price increases have
contributed above all to the decline in
the inflation of transport service prices
and of accommodation and food service
prices. While industrial goods excluding energy are largely driven by the
surge in the seasonal prices of apparel
and footwear, since fall 2011, the drop
in the price of a broad range of products (especially consumer electronics
and furniture) has caused the average

rate of inflation of industrial goods to
let up slightly.
The recently observed rapid reduction of the HICP inflation rate is set to
soften somewhat. In the upcoming
months, the rise in agricultural commodity prices in the world market and
faster wage increases will temporarily
push up inflation. The annual average
HICP inflation rate for 2012 is forecast
to come to 2.4%, after which inflation
is to moderate to an average of 1.8% in
2013. The key factors in this scenario
are markedly falling rates of price increase for energy and the drop in wage
costs in 2013, which are assumed to
have a dampening impact especially on
service price inflation.
After coming to 2.8% in 2011, core
inflation is anticipated to subside to
2.1% in 2012 and to continue to fall,
though only little, to an average of
2.0% in 2013.
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Eurosystem Household Finance
and Consumption Survey 2010
First Results for Austria
This report provides the first results of the Eurosystem Household Finance and Consumption
Survey (HFCS) for Austria. The HFCS covers households’ real assets, financial assets and debt,
thereby for the first time allowing an analysis of Austrian households’ net wealth. The rich
data on which the HFCS is based facilitate the analysis of a multitude of issues relevant to
monetary policy and financial stability. The main objective of this report is to describe net
wealth and the underlying household assets and liabilities in Austria. Additionally, it looks into
the relationship between a number of key socio-economic characteristics of households
and net wealth. Finally, the study gives brief insights on debt, inheritances, savings and
consumption.

Pirmin Fessler,
Peter Mooslechner,
Martin Schürz1

1 Introduction

The Household Finance and Consumption Network (HFCN) was established
in December 2006 by the European
Central Bank (ECB) and the national
central banks of the Eurosystem. Under
the framework of the HFCN, the national
central banks collect data on income,
wealth, debt and expenditures of
households in all euro area countries.
The ECB initiated this project to gain
important insights into the working of
the monetary transmission mechanism
and financial stability. “The main purpose of the HFCS is to investigate key
policy questions about the economic
behaviour of households for which
knowledge about distributional aspects,
i.e. about how economic events and
policy decisions affect different household wealth and income classes, is of
the essence.” (Manual of procedures for
the conduct of the Household Finance and
Consumption Survey).
The current crisis has shown that a
small, highly indebted part of the population can have a substantial influence
on market developments. Therefore,
future analyses will focus not only on
monetary transmission, household debt
Refereed by:
Arthur Kennickell,
Board of Governors,
Federal Reserve System

1

2

and wealth effects on consumption, but
also comprise micro simulations to analyze financial instability.2 It is a fact
that before the crisis there was a lack of
data suitable for analyzing financial
stability and monetary transmission at
the micro level. The crisis has starkly
revealed that such data are indispensable for conducting sound monetary
policy and safeguarding financial
stability.
On the initiative of the ECB, the
national central banks of the euro area
conducted the first wave of the Household Finance and Consumption Survey
(HFCS) on a harmonized basis in their
respective countries in 2010. The comprehensive data set will be made available by the ECB to the international
scientific community in 2013. For Austria, the HFCS provides the first source
comprising data on the real assets, financial assets and debt of households in a
single data set, thereby allowing an
extensive representation of the distribution of wealth in Austria.
Households’ net wealth, i.e. financial and real assets minus debt, may be
considered from a variety of perspectives. A split structure is used to obtain

Economic Analysis Division, pirmin.fessler@ oenb.at, martin.schuerz@ oenb.at; Economic Analysis and Research
Department, peter.mooslechner@ oenb.at. All calculations were carried out using STATA version 11.2. We would
like to thank Dagmar Dichtl for valuable comments and suggestions.
See Eurosystem HFCN. 2009. Survey data on household finance and consumption. Research summary and policy
use. ECB Occasional paper 100.
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a concise presentation of the data without overfreighting it with the hundreds
of HFCS variables. This structure is described below.
(i) 
Analyzing net wealth by its distribution and components. Such
a perspective provides insights into
the distribution of net wealth and
into its many components along
with the latter’s relative importance within the aggregate.
(ii) 
Analyzing net wealth within a
context. To this end, net wealth is
discussed in relation to other variables, such as income, age, household composition and edu-cation.
This perspective allows wealth to
be seen in a specific context.
Section 2 of this analysis provides background information about wealth and
collecting the relevant data. In section
3, we take a closer look at the distribution of net wealth and its key components – real wealth, financial wealth
and debt. Section 4 goes into the relationship between wealth and other important variables, such as household
composition. The risk-bearing capacity
of indebted households, a topic that has
become a focus of financial stability
analyses above all since the financial
crisis, is discussed in section 5, followed
by information about inheritances in
section 6. Sections 7 and 8 briefly recount households’ motivations for saving and their consumption expenditures, section 9 provides a summary.
2 Wealth

In the fourth book of the Nicomachean
Ethics, Aristotle defined wealth as
follows: “Wealth is everything whose
value is measured by money.” (1119, b
26) This sounds almost like a modern
definition. From the economic perspective, wealth in general includes
economic goods that may reap returns.
Wealth is attributable to persons and is

a stock that must be valuated. This
valuation is indispensable for wealth to
be measured statistically. Academic researchers disagree whether motor vehicles, consumer durables, antiques and
jewelry are to be included in wealth.
These items were included in the definition of wealth in the HFCS; therefore, data on these items were collected. Essentially, different definitions
of wealth may be applied to the analysis
of HFCS data.
Apart from material wealth, the
social security system assumes some

functions of wealth: Health, unemployment, and pension benefits may be seen
as substitutes for material wealth and
can be regarded as “social wealth” in a
broad sense. Here, too, we come up
against fundamental valuation problems. Comparing wealth across euro
area countries, institutional differences
with respect to these types of “social
wealth” will have to be taken into account very carefully.
The measurement of pension assets,
for instance, involves the following
delimitation problems: Under a pay-asyou-go pension arrangement, contributions are paid into the system, entitling
future pensioners to benefits later. Such
entitlements cannot be sold, nor can
they serve as collateral for loans.
Hence, when we analyze a country’s
wealth at the macro level, wealth cannot be unambiguously defined to include the wealth accumulated in the
social security system or similar pensions. Some countries, though, operate
mainly funded pension systems. In these
countries, the financial assets are included
in the assessment of household wealth
in the form of life insurance contracts,
private retirement insurance contracts
or company retirement benefits. Therefore, when interpreting differences
between countries, the respective pension systems must be borne in mind.
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Other types of wealth, such as human capital, environmental capital or
cultural capital, are difficult to quantify
and even more difficult to attribute to
households. Human capital consists of
human skills that can be put to productive use. As a rule, investment in human capital raises income and hence
consumption possibilities; it also allows
the option of generating additional
wealth. Human capital is not transferable, though. Including it in wealth
would imply measurement problems,
therefore the HFCS does not take this
category into account. However, the
HFCS provides information about aspects of human capital, as questions
cover education, income, economic activity (labor status) along with numerous other variables for each person in
the household aged 16 and over.
Surveys on household wealth aim to
capture values corresponding to current market prices. In the HFCS, these
prices are stated by the respondents.

This is simple in some questions (e.g.
about the current balance on the respondent’s current account) and fairly
difficult in others (e.g. about the value
of the respondent’s home), where the
respondent must give an estimate of the
current market price. Such an estimated current market price is certainly
a hypothetical one, conditional on a
variety of factors. In particular, if all
households tried to sell their homes at
the same time, prices in the market
would collapse, and the real estate
would never fetch the putative sale
price.
2.1 Functions of Wealth

As early as 1900, German sociologist
Georg Simmel identified a central feature of wealth in his seminal work,
“The Philosophy of Money.” Wealth
itself holds out the promise of “being a
means to an end.” This is what Simmel
means when he writes that “a great fortune is encircled by innumerable possibilities
Illustration 1

Functions of Wealth

POWER

TRANSFER

Great wealth, in particular that of firms, endows
its owners with economic and political power

Wealth can be transferred as a gift or by inheritance

STATUS

INCOME GENERATION

USE

PROVISION

Wealth can be used to obtain social status,
thereby helping to gain prestige in society

Wealth can generate interest income or a return on
investment; dividends, rents, leasing receipts or
distributed profits represent different types
of investment income

Real assets can be used directly
(e.g. household main residence)

If required, wealth can be used
for consumer spending

Note: As wealth increases, the number of the possible functions of wealth also tends to increase.
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of use, as though by an astral body, which
extend far beyond the employment of the
income from it or the benefits which the
income brings to other people.” (Simmel,
G. 1978. The Philosophy of Money.
Routledge.).
Wealth fulfills different functions
for its owners. Illustration 1 shows a
selective breakdown of the functions of
wealth. Their importance depends on the
volume, type and composition of wealth.
The large number of functions that
are merely outlined in illustration 1 signals that wealth research faces unresolved conceptual issues: The functions
of wealth can be distinguished by the
amount of wealth; also, the social environment has an impact on these functions. A small amount of wealth will
allow its owner to exercise only a limited amount of power and will confer

only a modest improvement in status.
Also, great wealth will not primarily
fulfill a provision function, as very
wealthy persons will generally be able
to use their incomes to meet this need.
Undeniably, the more wealth is involved, the more options will come
into play. The choice of work – above
all the option of being self-employed –
education opportunities, consulting
opportunities, spare time and many
other personal circumstances are influenced by wealth. Quantitative comparisons such as the statement that a
wealthy household has 100 times the
wealth of a less wealthy household do
not account for these qualitatively different functions that go hand in hand
with the amount of wealth. In addition,
the composition of wealth, i.e. its components, are of relevance.
Illustration 2

Diﬀerences between Wealth Components

Collection

Valuation

Function

Degree of
liquidity

Time horizon

Volume

Risk

Relative importance

Note: blue – criteria of wealth categories; green – problems in measuring wealth components .
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2.2 Differences between Wealth
Components

As mentioned before, wealth can be
distinguished by a number of functions;
likewise, the components are characterized by different criteria, such as
time horizon, liquidity and the current
volume. Illustration 2 provides an example of the different characteristics of
wealth components and potential problems in collecting relevant data.
2.2.1 Characteristics

Function: The different components of

wealth can fulfill different functions.
Real estate assets, for instance, can
serve other purposes than financial assets, providing material security or – in
the case of home ownership – yielding
savings because no rent must be paid.
Furthermore, real estate assets can
mirror a household social status. The
main function of own homes is to serve
as a place to live, not as an investment
vehicle. In Austria, e.g., real estate used
as main residences may have been
bought not with the intention of reselling, but rather to keep it in the family
by way of bequest or as a gift.
Time horizon: Purchases of residential
property are generally made for a longer holding period (time horizon) than
stock purchases. For most real-estate
owners, the purchase of a home is their
largest lifetime investment and represents the greatest long-term and locational commitment. Whereas the accumulation of financial assets is usually
slow and steady – with the exception of
private transfers of gifts and bequests –
real assets (especially real estate) are acquired quickly, but often require substantial debt to be incurred to finance
the purchase.
Degree of liquidity: Wealth can be
turned into liquid assets. How easily
wealth can be converted depends very
much on the component of wealth in-

volved. Financial assets are more liquid
than real assets and can therefore be
mobilized more readily for consumer
spending. The liquidity of the markets
in which different components of
wealth are traded covers a broad range.
Some assets are quite volatile, making
valuation more difficult. The volatility
problem mostly applies to particular
financial assets, with stocks representing a case in point: Even within a single
business day, their value can fluctuate
sharply. Accordingly, respondents find
it hard to state a precise market value at
a given time. Moreover, the field phase
of the survey could raise consistency
problems during volatile periods in the
stock markets, as households in the
sample could state different values for
one and the same stock, depending on
when they are surveyed.
Volume: Households’ real assets significantly exceed their financial assets in
terms of volume. Also, income on real
assets is often higher than that on financial assets (non-monetary return due to
own use, renting out).
2.2.2 Related Problems

Coverage: Special difficulties in wealth
coverage arise in the case of financial
assets and investment income. Both the
concentration of wealth and the number of nonresponse cases are high. This
causes underreporting in the aggregate.
Valuation: Respondents find it difficult
to estimate market values during a survey, in particular if the real assets in
question have been inherited, received
as a gift or have been purchased some
time ago, and the respondents are not
sufficiently familiar with current market developments. The market price of
other components of real wealth (e.g.
jewelry or antiques) is also difficult to
estimate, but such assets represent only
a small share of total wealth. The values
of the components of wealth do not
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change in parallel. Real estate prices,
for instance, will change differently
than stock prices.
Risk assessment: Specific knowledge
is needed to manage the different components of wealth. The knowledge required for holding a savings account is
very much different from that needed
for holding stocks or equity shares. Respondents’ knowledge about real estate
assets is comparatively high, and interviewees are quite willing to answer related questions.

Relative importance of wealth categories: A look at wealth categories by

size shows that real estate ownership
for own use is the most important type
of investment. Real estate assets play a
larger role in the portfolios of households living in the country than in those
of households living in cities.
The differences in the importance
of the individual types of wealth epitomize the difficulty of using a single
term to denote all types of wealth. Not
only may the features of a single wealth
component – its function, time horizon, liquidity degree and volume – dif-

fer strongly among households, they
also differ noticeably between countries. These differences must be taken
into account when comparing results
across countries.
2.3 Sources of Wealth

Illustration 3 shows the main sources of
wealth. Inheritances and gifts as well as
investment income represent the main
sources of wealth in addition to labor
income, part of which is saved to accumulate wealth.
Both financial assets and real estate
assets are also sources of wealth themselves. In the case of financial assets,
the income consists of interest, dividends and price gains. In the case of
real estate, income is produced in the
form of rents from property rentals and
leases. Owner-occupied real estate
generates income measured as imputed
rent, i.e. the fictitious income that
would be generated by renting out the
property. Such income is not included
in the HFCS standard definition of
income, however.
Illustration 3

Sources of Wealth
Gifts
Rents, leasing
Inheritances
Price gains
Investment income

Wealth

Interest

Dividends

Employment
Labor income
Self-employment
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Illustration 4

Household by HFCS Deﬁnition

Shared
cost of living
and other
expenditures

Joint
residence

HOUSEHOLD

Wealth transfers like inheritances
and gifts received are a part of wealth
themselves, but there is no information
on whether the assets that have been
transferred have remained in the respondents’ possession, whether they
have been consumed, kept, reinvested
or transferred onward. Investment income exhibits a circular development:
It results from wealth, and it may generate wealth, for instance through interest income.
2.4 HFCS Reference Unit

The primary reference unit in the
HFCS is the individual household. All
wealth components in the HFCS are
covered at the household level. This
makes sense for surveys on the financial
situation, as some of the key wealth
components, such as real estate (main
residence, secondary residence, land),
are jointly used by the members of a
household as a rule. Splitting wealth
3

4

30

among persons in a household (e.g. in
line with legal ownership criteria)
would not properly reflect such joint
use. By contrast, financial assets tend
to be linked to individuals. Life insurance policies are made out to particular
individuals; stock portfolios are also
held by persons rather than households.
But there are also households in which
savings plans with a building and loan
association are made out to children in
the household whereas the parents have
the power of disposal of the contract.
For reasons of simplicity, the household
serves the purpose of a reference unit
very well. A large number of other
variables, e.g. income components, occupation or education, are collected at
the individual level.3
A household comprises all persons
who live together in the same private
dwelling and share expenditures, including the joint provision of the essentials of living or who bear the costs of
their residential unit and related expenditures alone. The target population
excludes households or persons in institutions, i.e. hospitals, nursing homes,
old persons’ homes, student residences,
boarding schools, convents, correctional facilities, barracks or the like.4
The following persons are additionally included in a household if they
share the cost of living and other expenditures:
(i) persons who are usually resident
in the household but are temporarily absent from the dwelling
(for reasons such as vacation, work,
education, hospital stays, etc.);
(ii) children of the household who are
being educated away from home;
(iii) persons who are absent for long
periods but who have strong

For details see chapter 2 in Albacete, N., Lindner, P., Wagner, K., and Zottl, S. 2012. Eurosystem Finance and
Consumption Survey 2010. Methodological Notes. Monetary Policy & the Economy Q3/12 – Addendum.
Ibid., chapter 6.
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household ties (e.g. seasonal workers); and
(iv) persons who do not live in the
same residence at the time of the
survey but who have clear financial
ties to the household.
Given the broad definition of households, the HCFS data take into account

family ties that exceed the narrow definition of persons living in the same
dwelling. A key difference between the
HFCS and other surveys in Austria is
that the definition of households in the
HFCS is not limited to the main residence as recorded in the Austrian Central Population Register; it also comIllustration 5

HOUSEHOLDS’ BALANCE SHEET
ASSETS

LIABILITIES

5HDODVVHWV
t.BJOSFTJEFODF
t0UIFSSFBMFTUBUFQSPQFSUZ
t*OWFTUNFOUTJOTFMGFNQMPZFE
businesses
t7FIJDMFT
t7BMVBCMFT
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tCZPUIFSSFBMFTUBUFQSPQFSUZ

+

+

'JOBODJBMBTTFUT
t4JHIUBDDPVOUT
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t-JGFJOTVSBODFQPMJDJFT
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GROSS WEALTH

DEBT

GROSS WEALTH minus DEBT = NET WEALTH
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prises households in dwellings for which
there is no main residence record in the
Central Population Register.5
The person at whom the survey
was directed at the household level was
the one deemed to be best informed
about the household’s financial affairs,
the 
financially knowledgeable person
(FKP). Referring to the best-informed
person in the household increases
the probability of receiving detailed
and qualitatively valuable information
about the respective household’s finances.6
2.5 Definition of Wealth in the
HFCS

A clear definition of which wealth variables are to be covered in the survey is
required to assess household wealth. A

standard technical definition of wealth
by analogy to the definition of income
(by the Canberra Group on Household
Income Statistics) has yet to be developed. The OECD is currently working
on a joint scientifically-based description of wealth. The definition of household wealth in the Eurosystem HFCS is
not theory-based but rather oriented on
the information households can reasonably be expected to supply voluntarily
in a questionaire.
The main aggregates are real assets,
financial assets and debt. Gross wealth
is the sum of real assets and financial
assets; net wealth is gross wealth minus
debt. Illustration 5 provides an overview of the main components of household accounts; box 1 provides the definitions of these components.
Box 1

Definitions of Individual Components

Real Assets

Household main residence: a piece of residential property the household owns and lives in for

most of the year.

Other real estate property: any type of real estate the household owns but does not use as
a main residence, such as single-family houses and apartments, vacation homes or apartments, multi-family homes, apartment buildings, garages, offices, hotels, other commercial
buildings (provided they are owned by the household and not part of a business owned by the
household), factories, warehouses, farms, land, lots. This explicitly includes properties that are
located abroad.
Investments in self-employed businesses: business that is owned by the household and in
which at least one household member has an active function.
Vehicles: cars and other motor vehicles, e.g. motorbikes, trucks, vans, planes, boats or yachts,
motorhomes.
Valuables: gold, gold coins, antiques, works of art, jewelry, collections, other valuable items.

Financial Assets1

Sight accounts (current accounts): the credit balances on all household members’ bank

a ccounts that are at the immediate disposal of the account holders (by way of cash withdrawal, transfer order or check).

1

5
6

The HFCS also covers assets owned under occupational and private pension schemes at the individual level, unless they
are covered by other components (see Albacete et al., 2012, chapter 2). While the cumulated private pension provision
assets of all persons in a household are assigned to the financial assets of the household (where they are not shown
separately), occupational pension assets are not covered.

Ibid., chapter 6.
Ibid., chapters 3 and 6.
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Savings accounts: the credit balances on all household members’ savings accounts (including

saving contracts with building and loan associations).

Savings contracts with building and loan associations: the credit balances on all household

members’ contracts with building and loan associations.
Life insurance: assets invested in life insurance contracts such as traditional or unit-linked life
insurance plans.
Mutual funds: assets of a household invested in (mutual) funds. Common types of funds
include equity funds, fixed-income funds, money market funds, funds-of-funds, hedge funds,
exchange-traded funds (ETFs), etc.
Bonds: households’ holdings of bonds, e.g. government bonds, federal savings bonds, municipal bonds, other securities issued by the Austrian federal, regional and municipal governments,
corporate bonds, bank bonds.
Shares: households’ holdings of securities traded on a stock exchange which identify the
shareholder (the owner of the security) as owner of a share in the stock of a joint stock
company. They usually guarantee a stake in part of the company’s profits.
Debt owed to the household: all financial assets owed to a member of the household.
Other financial assets: any other financial assets including silent partnerships (i.e. ownership
in part of a business in which no household member has a mangagement function), fiduciary
accounts, etc.
Debt2
Mortgage loans:

Collateralized by the household main residence: any outstanding mortgages or loans of the

household that use the household main residence as collateral.

Collateralized by properties other than the household main residence: any mortgages or

loans on the part of the household that use other properties owned by the household as
collateral.

Uncollateralized loans:
Bank overdrafts: any debt on any of the household’s sight accounts (current accounts; see
above).
Outstanding balance on credit cards: any debt on the household’s credit card(s) that remains
after the most recent monthly bill has been paid.
Other uncollateralized loans: any uncollateralized debt. This includes unpaid bills that are
more than 30 days overdue, loans from relatives, friends, employers as well as any other private
loans.
2

The purpose of a loan is identified for each loan separately. Self-employed persons, for instance, take out loans to fund
businesses or professional activities. These loans account for a small share in almost each debt category; frequently,
they are collateralized by properties other than the household main residence or uncollateralized.

2.6 Challenges in Surveys of the
Financial Situation of
Households

Household surveys are subject to nonresponse problems: Households may
refuse to take part in the survey or they
cannot be reached (unit nonresponse), or
they may participate but refuse to answer particular questions (item nonresponse). Nonresponse would not repre-

sent a problem if it were random within
the sample. However, in the case of
wealth surveys, nonresponse does not
occur randomly: Empirical evidence
shows that the willingness of wealthy
households to participate in surveys and
to answer questions about wealth is
below average. This means that the

share of missing answers is especially
high in the case of precisely those
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households whose responses would be
particularly valuable because wealth is
expected to be concentrated in such
households.
Ignoring nonparticipation and nonresponse will produce biased estimators as the observations not included
form a selective subsample of the entire
sample. Since the questions touch on
sensitive and complex income and
wealth issues there is a particularly
large number of variables which elicit a
nonresponse from wealthy households
(either “don’t know” or “no answer”).7
Consequently, statistical procedures to correct for nonresponses are
applied. The use of nonresponse weights
can partly remedy the nonresponse
problem. However, there is no way to
replace the missing part of the population with wealth estimates that are
higher than the highest wealth value
stated in the survey (including ranges).8
Sampling error is the uncertainty
that comes with all estimators in relation to a target population that are
based on a sample of the target population instead of on the entire target
population. Knowing the degree of uncertainty associated with certain statements about the target population is
important for a number of purposes.
Owing to the complex sampling design
(and the multiple imputations) used in
the HFCS it is not possible to apply
standard procedures for variance estimation. Sampling details, which would
allow such a calculation, are not part of
the HFCS data set because the data have
to be anonymized. Therefore replicate
7
8
9
10

11

weights are provided for variance estimation, enabling an assessment of the
uncertainty associated with the estimates. These replicate weights must be
used together with multiple imputations for the variance estimation to be
correct. The HFCS multiple imputations help to minimize the (statistical)
nonresponse bias while at the same
time taking into account the associated
uncertainty in the variance estimation.9
Tables A2 and A3 in the annex provide
the standard errors for selected statistics that reflect the uncertainty resulting from both the complex survey
design and nonresponse.10
Earlier surveys simply did not cover
wealth components whose collection
created particular problems, e.g. unlisted equity investments. The German
Federal Statistical Office stopped including unlisted equity investments in
its Income and Consumption Survey
(EVS) in the mid-1980s. But not including highly concentrated wealth
components results in a considerable
underestimation of wealth in the aggregate. Unlike the National Accounts,
the HFCS takes business investments
into account not just under financial assets, but partly also under real assets.11
The careful design of the HFCS
questionnaire and the conduct of interviews by well-briefed interviewers
helped to minimize many of the problems that may arise during surveys. The
OeNB actively participated in all-day
interviewer training sessions and prepared detailed training material for
such sessions. Interviewer success was

Albacete et al. (2012), chapters 5 and 7.
Ibid., chapter 7.
Ibid., chapters 5, 6, 7 and 8.
It should be noted, however, that no valid confidence intervals can be derived from these standard errors calculated on the basis of (bootstrapped) replicate weights. Also, a normal distribution assumption does not make much
sense. Given the positive skew of the distribution it is highly unlikely that the true confidence intervals are distributed symmetrically around the estimators.
Albacete et al. (2012), chapter 2.
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evaluated not only on the basis of the
number of conducted interviews but
also with a view to the impact of the
interviewers on individual results.12 Interviewers are generally not neutral in
the data collection process. Key insights
into the central role of successful communication between interviewers and
interviewees that have been relevant to
the HFCS have been derived from the
work of Arthur Kennickell (Federal
Reserve Board).
Memory lapses on the part of respondents are a fundamental problem
in gathering data on events that happened long ago in a household’s history.
The more time has passed since a particular transaction (acquisition, gift,
inheritance), the more inaccurate the
answers tend to be. The respondent
may simply have forgotten the entire
transaction, or the amounts stated in
euro may be wrong. If the questions are
broken down to cover individual components of wealth and income, households are less likely to forget about individual items. The option of stating
amounts in various currencies prevents
incorrect answers caused by problems
with currency conversion, and the provision of ranges for amounts gives
households the possibility of not having
to state the exact amounts of individual
items because they are uncertain how
high they are or because they are not
willing to provide the e xact figures.
2.7 The U.S. Survey of Consumer
Finances

The Survey of Consumer Finances
(SCF) conducted by the U.S. Federal
Reserve Board (Fed) is a key model for
the HFCS. The SCF has been conducted every three years since 1983

12

and serves as a standard on which
household finance surveys throughout
the world are patterned. The results of
the SCF meet with great interest among
academic researchers internationally.
Also, the SCF has an enormous economic policy impact. For instance, in a
panel survey held outside the regular
cycle, the SCF examined the effects of
the financial crisis in the U.S.A. to
determine how U.S. households’ wealth
changed in the course of the financial
crisis. This special survey shows that
micro data are crucial for monetary
policy, financial stability and economic
policy, which numerous c entral banks’
have come to realize, recently.
The two main wealth surveys conducted in the U.S.A., the PSID (Panel
Study of Income Dynamics) and the
SCF, employ different methodologies
in surveying household wealth. The
SCF oversamples wealthy households
and contains a greater number of questions on wealth. The Fed uses statistical
records from tax returns to establish a
subsample selected to disproportionately include especially wealthy households. 1,500 of the 6,500 households in
the SCF sample are in this list sample of
wealthy households. This approach
allows a better coverage of the share of
wealthy households in the survey. At
first glance, the sample appears very
small, but meticulous sampling, exact
preparation of interviewers, extensive
data editing and sophisticated multiple
imputations deliver detailed analyses of
U.S. household net wealth.
In Austria, it is as yet not possible to
oversample wealthy households. This
results in significantly increased standard errors of the wealth-related estimates.

Ibid., chapter 3.
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Box 2

Methodological Merits of the HFCS

The HFCS has numerous advantages in comparison to other micro data sets. In the following, only its main merits will
be presented.1
Comprehensive survey data: Information on wealth, income and spending is collected and united in a single data
set. The survey will be repeated every three years. For the first time, there are comprehensive data sets that allow
country comparisons across the euro area.
Ex ante harmonization: The HFCS core questionnaire has been harmonized across all euro area countries. A set
of common core variables, which was harmonized before the first round of interviews was carried out, allows a broad
definition of wealth. This means that it is not necessary to apply a narrow definition of wealth that represents the
smallest common denominator used in different surveys. Thanks to this harmonized and detailed data set, it will finally
become possible to conduct complex country comparisons across the euro area. Furthermore, unlike in other surveys
(e.g. the EU SILC), the collection of data and the imputation methods have also been harmonized in the HFCS.
Paradata: In the course of the HFCS, a large number of paradata are collected, which include information on the
outward appearance of the household dwelling, neighborhood and surrounding buildings and similar factors. This
makes it possible to check respondents’ statements for plausibility, to quickly conduct further research in case of ambiguities, and also to assess the competence of interviewers. Paradata also comprise information with regard to households that do not participate in the survey. They are used for the calculation of nonresponse weights, which is extremely
important with a view to unbiased estimators.
In-depth interviews: Many questions contained in the HFCS questionnaire ask for exact statements of money
amounts. If respondents were unwilling to state an exact numerical value, they were asked to provide a range indicating
their estimate of the relevant amount. It was possible to provide ranges without upper or lower bounds. Alternatively,
respondents could also choose a pre-specified range from a list. In this way, interviewers tried to gather as much information as possible on sensitive issues. The answer was automatically translated into a numerical figure, which was then
repeated by the interviewer. The respondent verified this figure as “correct” or dismissed it as “incorrect.” Any incorrect
amounts were then corrected. This time-consuming procedure helped to prevent typos and any misunderstandings
caused by language problems, misheard responses, etc.
Wholly CAPI-based survey: All household interviews were conducted in person, using the computer-assisted
personal interviewing (CAPI) technique. CAPI has the advantage that different lines of questioning may be pursued as
the interview progresses and that the interviewer may add explanations at any time. In addition, the interviewer has
immediate access to stored data. CAPI software also makes it possible to immediately check related responses for
plausibility, even during the interview. The use of a uniform interviewing technique for all households is a necessary
prerequisite to achieve comparability.
No weight trimming: The HFCS in Austria has been designed to produce unbiased estimators (to the greatest
extent possible) for its target population, even if this sometimes happens at the expense of estimate precision. Unbiased
estimates with larger standard errors are given preference over biased estimates with smaller standard errors, which is
why no weight trimming is applied at any level.
Multiple imputations: Imputations supplement missing data. Multiple imputations replace a missing value by
several plausible values and thus, unlike simple imputations, also reflect the uncertainty of the imputed values. The
method used for the HFCS is based on an iterative approach under which all variables that are to be imputed are
imputed in one model so as not to distort the combined distribution of the variables.
Methodologically, the HFCS ranks among those household surveys that reflect the state of the art in terms of
precise and careful data production for household micro data. Modeled after the Federal Reserve’s Survey of Consumer
Finances (SCF), the HFCS has been designed so as to reflect the uncertainty associated with surveys of this kind in the
data rather than artificially reduce the variance, which would also raise the bias.
1

For details see Albacete et al. (2012).
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3 Net Wealth and Its Components

Household net wealth comprises gross
wealth less debt. This measure is the
best record of a household’s current
wealth position. However, solely analyzing net wealth would necessarily
mask key aspects of the composition of
wealth and the relative importance of
individual household wealth components.
By way of example, the net wealth
of two households may be identical in
size but may break down into different
components. The first household might
have saved barely anything, keeping the
little it has saved for a rainy day in the
form of a savings account alone; the
second household, by contrast, may
have just bought a house, which means
it has high levels of both gross wealth
and debt.
The first stage of the two-step analysis that follows entails an examination

of the distribution of net wealth and its
components, real assets, financial assets
and debt. Each household is assigned to
a particular net wealth class.
Chart 1 breaks down all households
by their net wealth into classes of EUR
50,000 and shows the percentages of
households in the respective classes. To
enhance the depiction, the bottommost
and topmost classes are open to the
downside and the upside. The bottommost class therefore comprises households with a net wealth of less than
–EUR 100,000, i.e. households with
significantly more debt than gross
wealth. The uppermost class contains
households with a net wealth of more
than EUR 500,000.
Almost 40% of households have net
wealth ranging between EUR 0 and
EUR 50,000. This class comprises the
largest share of Austrian households by
far. The following four classes up to
Chart 1
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Source: HFCS Austria 2010, OeNB.

Monetary Policy & the Economy Q3/12	

37

Eurosystem Household Finance and Consumption Survey 2010
First Results for Austria

Chart 2

Percentiles and Mean of Net Wealth
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Source: HFCS Austria 2010, OeNB.

EUR 250,000 each contain between
5% and 10% of households. Overall,
these five classes with net wealth ranging from EUR 0 to EUR 250,000 make
up some 70% of all households in
Austria.
If households with negative net
wealth are added to this group, we see
that some three-quarters of all households have net wealth of less than EUR
250,000. The remaining quarter is
strongly dispersed to the upside, which
means that the number of households
decreases considerably in each class.
Nonetheless, the class open to the upside with net wealth of more than EUR
50,000 still contains about 11% of all
households, illustrating a pronounced
positively skewed distribution of
wealth.
Whereas in chart 1 the intervals between the wealth values are fixed and
the number of households within these
classes is estimated, we then estimate
nine percentiles, which divide into ten
13

14

identically large groups all the households sorted according to their wealth
in ascending order. Chart 2 breaks
down the Austrian household population into deciles of around 377,000
households each.13 One-tenth of Austrian households have net wealth of less
than EUR 1,000, and half of households have less than some EUR 76,000.
By contrast, about one-fifth of households have more than EUR 311,000 in
wealth, and one-tenth have more than
some EUR 542,000.
In addition to the median, which
divides the households into two equally
large groups in terms of whether they
have more or less net wealth, the mean
(average) is also a frequently used, albeit not robust14 feature of a distribution. The mean of Austrian households’
net wealth is some EUR 265,000, i.e.
in the eighth decile. More than threequarters of households have less net
wealth than the average. This once
more illustrates the pronounced positively skewed distribution of net wealth.
There is a very large number of households that have little net wealth, and
there are only a few households that
have very high net wealth.
3.1 Real Assets, Financial Assets and
Debt

Household net wealth is composed of
various elements. It is the sum of real
assets and financial assets minus debt
(see section 2).
If households do not, for instance,
have real assets, these assets are computed into the calculation of net wealth
with a value of 0. The same approach
applies to financial assets and debt.

See table A1 in the annex for the underlying mean values and percentiles of the distribution of net wealth, real
assets and financial assets.
A statistical measure is considered robust if its influence function is bounded, i.e. changing one data point does
not have a substantial effect on the measure (see Huber, P.J. 2004. Robust Statistics. Wiley Series in Probability
and Statistics).
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Chart 3

Distribution of Households by Real Assets
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Source: HFCS Austria 2010, OeNB.

While only very few households do not
own financial assets, there is a relatively
large number of households that do not
own real assets (by HFCS definition).
Likewise, only some households have debt.
For this reason, we perform the
analysis of real assets, financial assets
and debt in two steps: First, we look at
household participation in these wealth
components, determining how many
households hold positive values (strictly
larger than 0) of real assets, financial
assets and debt. Second, we show the
distribution of the positive net wealth
and debt values of the households holding these assets (conditional distributions).
3.1.1 Real Assets

Chart 3 shows how many households
can be assigned to each of the predefined real asset classes. There is also a
0 class for those 15% that do not own
real assets. The EUR 1 to EUR 50,000

class is the largest one by far, accounting for some 34% of Austrian households. These households primarily
comprise tenants of their main residence, for whom their car in most cases
represents their biggest single real asset
component. In higher real asset classes,
the main residence most frequently
represents the largest real asset component. Investments in self-employed
businesses in which at least one household member holds an active function
are also recognized as real assets by the
HFCS. These assets play a significant
role in the higher real asset classes,
which may also be attributable to the
fact that the HFCS records agriculturally used real estate property of farmers
excluding main residences as investments in self-employed businesses.
Since the HFCS records all these components individually and allows the
identification of farmers, it offers considerable flexibility in the use of data.
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Chart 4

Households with Real Assets:
Percentiles and Mean of Real Assets
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108,000. The mean value of some EUR
278,000 is exceeded only between the
75th and the 80th percentiles. Even in
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real assets, three-quarters have fewer
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sharply again, setting the 90th percentile at some EUR 534,000.
3.1.2 Financial Assets
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Chart 4 shows the distribution of
real assets in percentiles for those some
85% of households with positive values
of real assets.
40% of households with positive
real assets own less than some EUR
47,000. The median in this category,
dividing real asset owners into two

Unlike real assets, financial assets are
owned by almost all Austrian households (some 97%), as shown in chart 5.
However, more than three-quarters are
in the bottommost financial asset class
with less than EUR 50,000. The shares
of households in the following classes
decrease sharply in number. Only
around every 10th household has financial assets exceeding EUR 100,000,
and only about 1.3% have more than
EUR 500,000 in financial assets.
Chart 6 shows the distribution of
positive financial assets. These values
Chart 5
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Source: HFCS Austria 2010, OeNB.

40	
Monetary Policy & the Economy Q3/12

Eurosystem Household Finance and Consumption Survey 2010
First Results for Austria

are relatively small compared with the
real asset values. Half of households
have less than some EUR 14,000, and
more than three-quarters are below the
average of some EUR 48,000. At the
same time, 10% own more than some
EUR 105,000 in financial assets. When
interpreting these results, it must be
borne in mind that financial assets, in
particular, are strongly understated,
especially in the upper range of the distribution.

EUR
120,000
110,000
100,000
90,000
80,000
70,000
60,000

Mean

50,000
40,000
30,000
10,000

Household debt is far less widespread in
Austria than household financial or real
assets. Some 64% of households do not
have debt, representing the largest group
by far, as shown in chart 7. A further
some 26% of households have outstanding debt of less than EUR 50,000. The
remaining classes with debt of more
than EUR 50,000 account for less than
10% of households. A considerable sum
of debt is held only by a comparatively
small group of households.
Chart 7
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Debt is subject to particularly pronounced life cycle patterns, which are
not identifiable in charts such as these.
For instance, the bulk of large sums of
debt arises from the purchase of real estate property, primarily the purchase
of a main residence. In Austria, people
usually buy their homes between the
age of 25 and 40. When households buy
homes, both debt and real assets rise
while financial assets as a rule decrease,
as they are used to finance the purchase. Except in the case of interestonly loans with balloon payment, debt
generally decreases and financial assets
start to increase again after the purchase has been made.
Chart 8 shows the distribution of
debt values of the approximately 36%
share of indebted households. 20% of
these households – or some 7% of all
households – hold debt exceeding about
EUR 67,000. This debt primarily entails loans to finance real estate property, i.e. mortgage loans. Uncollateralized loans, by contrast, are mainly
found in the lower range of the distribution. Half of all indebted households
have debt below some EUR 14,000.
The HFCS also captures motor vehicle
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Chart 8
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3.1.4 Measures of Distribution of Gross
Wealth and Net Wealth

Source: HFCS Austria 2010, OeNB.

lease contracts, without recording the
amount of debt associated with such
contracts. Therefore, debt in the form
of lease financing contracts is not
covered by the depiction of debt. In
Austria, lease financing is far less popular among households than in other
countries. Only about 5% of households say they have a lease financing
contract.
Chart 9 shows the distribution of
net wealth and its components (real assets and financial assets as well as debt).
Chart 9
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It maps the percentiles as percentage
shares of the respective medians across
the households holding the corresponding wealth components, showing that
debt is furthest dispersed to the upside
whereas real assets and net wealth are
furthest dispersed to the downside.
Since these distributions were computed independently this contrast in
the distribution of wealth components
does not provide any information about
the relationship between the individual components at the household
level.
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When depicting the distribution of
wealth it must be borne in mind that
the Gini coefficient, the best-known
distribution measure of inequality, has
drawbacks in analyzing wealth. Since
wealth also has negative values, it is debatable whether the Gini coefficient of
gross wealth or net wealth should be
stated; both values are close to each
other. At any rate, Gini coefficients of
0.73 and 0.76, respectively, denote a
pronounced inequality in wealth. At
233.7, P90/P10 shows a marked disparity between the upper and lower
ranges of the distribution. The household at the boundary to the wealthiest
10% of households holds more than
233.7 times the gross wealth of the
household at the boundary to the least
wealthy 10% of households. At 581.1,
the corresponding measure of net
wealth is more than double this value.
Percentile ratios are robust measures.
In addition, the ratios chosen here
(P90/P10, P90/P50, P75/P25) do not
include the edges of the distribution,
which are difficult to capture (e.g., at
P90/P10 the wealthiest and the least
wealthiest 10% of households are excluded), and therefore they can be considered to be particularly reliable.
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Table 1

3.2 Components of Net Wealth

The three components of net wealth
(real assets, financial assets, debt) can
be analyzed in detail at the level of their
subcomponents.
We perform this analysis in two
steps: First, we determine household
participation in a specific wealth subcomponent, i.e. how many households
have this component of wealth. Second,
we compute the median and the mean
for the households with this subcomponent.
The conditional distributions in
section 3.1 related to positive wealth
values. There are certain components,
however, for instance sight accounts,
that can have a value of 0. Negative positions on sight accounts are captured as
part of debt. Overdrafts are recorded
as loans in a different section of the
HFCS questionnaire, and the sight accounts are assigned a value of 0.15 Table 2
provides an overview of the key subcomponents of net wealth. Only households that actually have these net wealth
subcomponents are included in the
computation of the medians and means
reported. The mean-to-median ratio is
also computed as an indicator of the
skewness of the distribution within the
wealth class in question.16 The further
the mean is from the median, the more
skewed the distribution is. All the subcomponents of wealth have positively
skewed distributions. Accordingly, the
mean is higher than the median.
3.2.1 Real Assets

Motor vehicles are by far the most common subcomponent of real assets
15

16

17

Measures of the Distribution of Wealth
Gross wealth
Gini
P75/P25
P90/median
P90/P10

Net wealth1
0.73
22.4
6.2
233.7

0.76
24.3
7.1
581.1

Source: HFCS Austria 2010, OeNB.
1

	The Gini coefficient does not have an upper bound at 1 with data that contain negative values. Whether its
interpretation and its comparability with regard to Gini coefficients resulting from other distributions is
useful is controversial for several reasons.

among Austrian households. Almost
three-quarters own at least one vehicle.
The average value of these vehicles is
about EUR 13,000. The mean-to-median ratio of 1.6 indicates a relatively
equally distributed component of
wealth.
Some 48% of households at least
partially own their main residence.17 In
this subcomponent, the median wealth
of owner households is around EUR
200,000, and the average wealth of
owner households amounts to about
EUR 258,000. Hence, the main residence is the most important subcomponent of real assets in terms of volume.
About 24% of households have real
assets that are pooled under “other
valuables.” This position comprises
gold, works of art, jewelry, collections,
etc. With the median value being EUR
4,000, the values in this class are rather
low.
About 13% of households own
other real estate assets, i.e. other than
the household main residence. This
subcomponent includes above all
houses, apartments and undeveloped
land. Famers’ real estate property that

Table A1 in the annex illustrates the differences resulting from these approaches, showing the conditional distributions of real assets, financial assets and debt.
For reasons of simplicity, we state the mean-to-median ratio here as a simple division of the estimated mean by the
estimated median. This means that the underlying means and medians were estimated on the basis of the five
multiply imputed data sets.
Households may own their main residence only partly for instance because the home has been inherited and one of
the heirs lives in this home but is not (yet) the sole owner of the house or apartment.
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Table 2

Subcomponents of Net Wealth
Participation

Median

%

EUR

Mean

Mean-tomedian ratio

Real assets
vehicles
main residence
other valuables
other real estate property
investment in self-employed businesses (incl. farms)

74.9
47.7
23.6
13.4
9.4

8,000
200,000
3,909
94,028
180,603

13,088
258,072
12,835
227,929
731,425

1.6
1.3
3.3
2.4
4.0

Financial assets
sight accounts
savings accounts
savings plans with building and loan associations
life insurance contracts
money owed to household
mutual funds
stocks
bonds
other financial assets

99.0
87.1
54.7
38.0
10.3
10.0
5.3
3.5
2.3

707
11,657
3,414
11,137
2,620
11,248
7,086
13,832
4,722

3,171
30,062
5,291
26,922
15,754
55,414
26,864
102,860
45,846

4.5
2.6
1.5
2.4
6.0
4.9
3.8
7.4
9.7

Debt
collateralized debt
main residence
other real estate property
uncollateralized debt
overdrafts
uncollateralized loan
outstanding balance on credit cards

18.4
16.6
2.4
21.4
13.6
11.1
1.5

37,546
37,332
36,397
3,016
1,208
8,000
540

76,288
72,745
80,204
12,687
2,349
21,475
966

2.0
1.9
2.2
4.2
1.9
2.7
1.8

Source: HFCS Austria 2010, OeNB.

is part of their farm is not recorded in
the HFCS as other real estate assets but
as part of investments in self-employed
businesses.
Less than 10% of households have
investments in self-employed businesses
(including farms), i.e. businesses in
which at least one household member
has an active function. Both the median
and the mean of this subcomponent are
high, amounting to about EUR 181,000
and some EUR 731,000, respectively.
Silent partnerships, i.e. ownership in
part of a business in which no household member has an active function,
are recognized as financial assets.
3.2.2 Financial Assets

Sight accounts are the most common
subcomponent of financial assets and
the one with the lowest values. Almost

all households (99%) say they have at
least one sight account. The median in
this subcomponent of financial assets is
no more than around EUR 700, the
mean value is around EUR 3,000.
Savings accounts, which in the
HFCS Austria include savings plans
with building and loan associations and
life insurance contracts, are by far the
most common savings variant. About
87% of households have at least one
savings account, some 55% have at least
one savings plan with a building and
loan association, and about 38% have at
least one life insurance contract. The
holdings on savings accounts are quite
substantial, with the median coming to
around EUR 12,000 and the mean to
some EUR 30,000.
Another subcomponent of financial
assets is money owed to the responding
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household. About 10% of households
state that they have lent money to others. This money is therefore recorded
as part of household financial assets.
With the median and the mean coming
to some EUR 2,600 and to some EUR
15,800, respectively, this subcomponent is of a size that must not be underestimated; it is of an order comparable
to that of financial assets invested in
shares. Money owed to households is
not recorded as financial assets by the
financial accounts.
Some 10% of households hold mutual funds, about 5% hold stocks, and
around 4% hold bonds. Considering
that these subcomponents are higherrisk than savings accounts, the median
values are sizeable at about EUR 11,000
(mutual funds), about EUR 7,000
(stocks) and about EUR 14,000 (bonds).
Mean values should generally be interpreted with caution as only a few observations may have a significant impact
on these values. This is especially true
for components that are held by a small
number of households, e.g. bonds and
stocks.
The residual measure “other financial assets,” for which about 2% of
households reported values, comprises
financial assets that are not recorded in
any other class. This includes, for instance, silent partnerships, deferred
compensation or trade mark rights.
The median of this subcomponent is
around EUR 5,000.
3.2.3 Debt

About 17% of households (some 35%
of households that own at least part
of their main residence) have debt
collateralized by their main residence.
The median of about EUR 37,000
and the mean of around EUR 73,000
reflect the current status of repayment of loans taken out to finance
homes.

Only about 2% of households have
loans using other real estate property as
collateral; in terms of their values,
however, these loans are similar to
loans collateralized by main residences.
About 21% of households have uncollateralized debt, which has a significantly more skewed distribution but is
far less important than collateralized
debt in terms of total value. For instance, about 14% of households have
overdrawn their account by a median
of about EUR 1,200; the average value
of this subcomponent is EUR 2,300.
The largest subcomponent of uncollateralized debt are uncollateralized loans,
amounting to an average of about EUR
21,000.
Outstanding credit card balances
play a minor role in Austria, with only
about 2% of households holding debt in
this class and the median and the mean
coming to a comparatively low of
around EUR 500 and EUR 1,000, respectively. Austrians continue to use
credit cards rather like debit cards,
settling their bills in full every month.
4 Wealth in the Household
Context

In addition to the household financial
balance, which we describe in detail in
section 2, the HFCS compiles a multitude of other information. This section
explores the relationship between some
of households’ most important socioeconomic characteristics and their net
wealth.
4.1 Household Structure and Net
Wealth

Table 3 shows a breakdown of household net wealth by household size,
clearly indicating that net wealth rises
sharply with household size. While
one-person households – at 39%, the
most common type of household in
Austria – have a median wealth around
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Table 3

Net Wealth by Household Size
Share

Median

%

EUR

1 person
2 persons
3 persons
4 persons
5 or more persons

38.7
34.7
11.3
8.9
6.5

18,675
125,794
164,482
147,436
235,071

Mean

Mean-tomedian ratio

112,841
284,943
371,553
421,398
664,536

6.0
2.3
2.3
2.9
2.8

Source: HFCS Austria 2010, OeNB.

EUR 19,000, this value rises to about
EUR 126,000 for two-person households. One reason for this gap is that
two-person households are much more
likely to own their main residence.
Mean net wealth, too, tends to rise
with household size. In the breakdown
of households by household size, the
distribution of net wealth is especially
unequal among one-person households:
In this group, mean household net

wealth is almost six times higher than
the median value, whereas for two- or
three-person households, the mean-tomedian ratio is only 2.3. This is, among
other things, due to the specific age
distribution of one-person households,
among which the share of younger (under 30 years of age) and older persons
(over 60) is above average, and the
share of middle-aged persons is below
average.
Box 3

Reference Person

Many household surveys define a reference person, which allows mapping information about
households to characteristics that can be assigned to one household member alone.
For instance, net wealth and debt as well as all characteristics of the main residence are
typical pieces of information that in the HFCS are available only at the household level. In
contrast, age, education and occupation are attributed to persons only.
The HFCS does not define a reference person in the data set, as it is useful only to a
limited extent – except for one-person households – to map personal attributes, which can
vary considerably among household members, to the household as a whole. Ultimately, it
would be arbitrary to declare one person as “representative” of the household or base one
measure on the characteristics of several people (e.g. median or mean age). This would
certainly not adequately reflect the diversity of household structures. Taking all socioeconomic
characteristics of all household members into account equally would call for the application of
different types of regression analysis or (re)weighting.
For this – first – HFCS report we use as the reference person what is referred to as the
financially knowledgeable person (FKP). The FKP is the person with whom the interview about
information at the household level was conducted. The aim of this approach is to interview the
person best informed about the household’s finances.1 Therefore, the FKP’s personal characteristics are truly representative of the household in the case of one-person households only.
1

See Albacete et al. (2012), chapter 2.
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Table 4

Net Wealth by Age of Reference Person
Share

Median

%

EUR

16–29 years
30–39 years
40–49 years
50–64 years
65–74 years
75 years and over

12.1
15.4
21.1
28.0
14.3
9.1

9,995
35,130
102,998
158,510
110,816
60,185

Mean

Mean-tomedian ratio

92,777
237,361
315,687
352,696
244,671
186,438

9.3
6.8
3.1
2.2
2.2
3.1

Source: HFCS Austria 2010, OeNB.

Table 4 is a breakdown of household
net wealth by age. Net wealth tends to
be lower for households with a younger
reference person. Both the median and
mean values rise considerably up until
the 50- to 64-years age group, whereas
they are markedly lower for households
with an older reference person. This
result cannot be interpreted as indicative of typical changes in net wealth
over the life cycle, though, as the different age cohorts are faced with different circumstances that have an impact
on the wealth they accumulate (e.g.
economic developments, size of intergenerational transfers and social context). Still, the HFCS data clearly
show an age pattern. The inequality
within the different age groups declines
with age: The mean-to-median ratio
drops from 9.3 among those aged 16 to
29 to just 2.2 among people aged 65
to 74.
Chart 10 shows the combined distribution of the reference person’s age
and the household’s net wealth. All
households are ranked by their net
wealth and assigned to five equally
sized groups (quintiles). Then all households are grouped according to these
age-wealth combinations. The sum of
all shares is 100%, as each household
has a unique net wealth value and a
unique value for the reference person’s
age (and thus a unique combination of

the two). While households with
younger reference persons (16 to 29)
typically belong in the lower wealth
quintiles, those with older reference
persons (50 to 64) are particularly frequently in the higher wealth quintiles.
Beyond that age, wealth decreases
again, and these households – unlike
the ones with particularly young reference persons – are relatively equally
distributed across all wealth quintiles.
Table 5 is a breakdown of household
net wealth by the reference person’s education level. It shows that net wealth
increases sharply with the reference
person’s level of education. When the
reference person has only completed
compulsory education (or less), the
household’s median net wealth is about
EUR 36,000, whereas it is around EUR
170,000 when the reference person
holds a tertiary education degree (university or technical college). The meanto-median ratio falls sharply with increasing education levels, almost halving from 4.0 to 2.2. The variation in
net wealth is comparatively low in the
highest education group (university or
technical college degree). It must be
noted that wealth tends to rise with age
but younger reference persons account
for a disproportionately large share of
higher education degrees due to the expansion in education seen over the past
few decades.
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Chart 10

Combined Distribution of Age of Reference Person and Wealth
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Comparing net wealth by gender is
only useful for one-person households.
The share of one-person households in
Austria is 39% (23% female and 16%
male households). There are only marginal gender-specific differences in median net wealth, but the average net
wealth is about EUR 129,000 for men

son

ce per

referen

and only around EUR 102,000 for
women (see table 6). While the majority of young one-person households are
male, older one-person households
are more often female. This is also
the reason why there is greater disparity among male one-person households.
Table 5

Net Wealth by Education Level of Reference Person

Compulsory education or below
Apprenticeship
Upper secondary
University, technical college

Share

Median

%

EUR
17.9
38.0
30.5
13.6

Mean

35,827
52,915
98,818
170,415

Mean-tomedian ratio

144,345
217,577
342,500
382,615

4.0
4.1
3.5
2.2

Source: HFCS Austria 2010, OeNB.
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Ownership of a home marks a distinct separation between households in
terms of the size of household net
wealth. Households that own their
main residence hold substantially larger
assets than those who do not: At around
EUR 487,000, the mean net wealth of
homeowners is more than nine times
that of households that rent their home;
the median net wealth of home renters
is as low as EUR 11,000. The mean-tomedian ratio is markedly higher for
home renters than it is for homeowners, as the former are a highly heterogeneous group. Also, there are several
very wealthy households among the
group that does not pay for the use of
their main residence, therefore the distribution – the mean-to-median ratio –
is considerable (see table 7). It must be
borne in mind that the standard error
can be significant especially for non-robust statistics such as the mean and the
mean-to-median ratio. Hence, such
statistics must be interpreted with caution.
4.2 Combined Distribution of
Income and Net Wealth

While income is one of the most important sources of wealth, there is no

Table 6

Net Wealth of One-Person Households by Gender
Share

Median

%

EUR

Women
Men

23.0
15.7

Mean

19,211
18,250

Mean-tomedian ratio

101,875
128,888

5.3
7.1

Source: HFCS Austria 2010, OeNB.

direct proportional link between
household income and wealth. Factors
like age, household composition as well
as past and expected future income,
also influence households’ attitude to
saving and their ability to save. Moreover, there is a number of other sources
of wealth, notably intergenerational transfers and gifts, that can have a substantial influence on household net wealth.
Chart 11 shows the distribution of
households’ gross annual income18 (percentiles and mean). We see that income
is distributed much less unequally than
wealth. Around one-half of Austrian
households have an income of less than
some EUR 32,000, and around 90%
have less than around EUR 79,000.
Just over 60% of households earn less
than the average.
Table 7

Net Wealth by Main Residence
Share

Median

%

EUR

(Partly) owned
Rented
Free use

47.7
46.5
5.8

241,213
11,487
12,652

Mean

Mean-to
median ratio

487,422
51,568
145,560

2.0
4.5
11.5

Source: HFCS Austria 2010, OeNB.

18

Gross annual income is made up of gross labor income ( from employment and self-employment), investment income
( from renting, interest, dividends, etc.), social transfers and private transfers. For details see Albacete et al.
(2012).
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Chart 11

Chart 12 shows the combined distribution of income and wealth. We use
net wealth quintiles and gross household annual income quintiles. We obtain 25 combinations (5 by 5 categories)
to which all households can be assigned:
The range is from households that belong to both the lowest income and the
lowest wealth quintiles (front of the
chart) to households that are in both
the highest income and the highest
wealth quintiles (back end of the chart).
The back of the chart reveals that particularly numerous households with a
high income also have high net wealth.
The reverse is true for households with
a low income; they often have low net
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Chart 12

Combined Distribution of Income and Wealth
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wealth too (front of the chart). The
saddle in the center of the chart indicates that households that belong in a
medium income and net wealth range
are also relatively evenly distributed in
the medium ranges of the other measure.
5 Risk-Bearing Capacity of
Indebted Households

The most important measures of household debt with a view to financial
stability are the debt level and the degree to which debt is covered by wealth
and income.
Chart 13 shows the percentage of
indebted households by gross wealth
and income. It turns out that higher-in-

come households tend to hold debt with
a higher frequency. There is a tendency
that it is wealthy households that hold
debt more frequently (back left), but
there are also some low-wealth households that hold debt disproportionately
often (back right). This debt tends to be
uncollateralized, as otherwise there
would be gross wealth in the form of
real estate. These households use debt
as a substitute for income and/or
wealth. In other words, the purpose
of debt here is to provide liquidity to
finance the purchase of consumer

goods. Finally, a small share of self-employed respondents say that they have
uncollateralized debt for business purposes.
Chart 13

Share of Indebted Households by Income and Gross Wealth
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Chart 14

Households with Debt:
Percentiles of Selected Debt Measures
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How much of a burden are these
debts for the households? And how
much leeway do households have in the
event of a shock, e.g. loss of income,
higher interest rates or exchange rate
fluctuations in the case of foreign currency loans? To answer these questions,
we compare the level of households’
debt with their gross wealth, their real
assets and their gross annual income.
For each household, debt is calculated
as a percentage of the respective wealth
or income component. After ranking
the resulting ratios by size, we estimate
nine percentiles that categorize all
households in ten equally sized groups,
which range from households whose
debt as a percentage of the respective
wealth or income component is smallest to those whose debt as a percentage
of the respective wealth or income
component is largest.
Chart 14 clearly shows that a little
less than 30% of indebted households
19

hold debt higher than their gross annual
income. Less than 20% of households
each have debt higher than their real assets or gross wealth respectively.19 Still,
10% to 20% of indebted households
hold relatively high debt, which, on the
one hand, might be a large burden for
the households themselves and, on the
other hand, could pose a risk to financial stability.
To gain a better understanding of
this issue, we now look at households’
debt levels in relation to their income
and gross wealth. Chart 15 shows the
level of households’ debt (median values), clearly illustrating that the debt
level rises sharply with wealth. After
all, people often take on debt to purchase their homes. Accordingly, in the
two lowest gross wealth quintiles, the
median debt levels remain below EUR
10,000 across all income quintiles.
They increase notably in the fourth and
fifth gross wealth quintiles, reaching a
median of over EUR 50,000 in the fifth
wealth quintile. While in the high-income quintiles a disproportionately
large share of households hold debt (see
chart 13), the level of this debt is mainly
correlated with wealth. This illustrates
the fact that in Austria, large debt is
hardly ever connected to the purchase
of consumer goods. Instead, it is almost
exclusively associated with the purchase of a home or other real assets.
Austrian household debt poses a relatively low risk to financial stability,
given that debtors – unlike, e.g., in
general in the U.S.A. – are liable for
their debts with all their assets and even
future income. Moreover, only a small
share of households is indebted at all,
and those who hold relatively large debt

Computing this relationship for households that have debts but no real assets or gross wealth is impossible. Therefore both distributions are distorted to the right, that is, there are in fact more than 10% of households with
higher ratios than the 90th percentile shown in the chart. However, the distortion is marginal especially with
regard to gross wealth.
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Chart 15

Level of Debt (Median) by Income and Gross Wealth
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usually hold enough wealth to cover it.
In general, people do not use debt as a
substitute for income or wealth but to
accumulate wealth.
Chart 16 illustrates this point even
more clearly, showing debt as a percentage of gross wealth. While the absolute debt level rises sharply with gross
wealth,20 the relative debt level declines
steeply. While in the lowest gross
wealth quintile there are debt levels of
more than 500% of gross wealth, these
levels fall well below 50% starting from
the second gross wealth quintile and
well below 25% from the third gross

20

wealth quintile. Even though the high
ratios in the lowest quintile are attributable to a combination of relatively
low debt (see chart 15) and even lower
gross wealth and therefore do not pose
a risk to financial stability, they can still
be a substantial burden for the households affected. The high debt levels of
indebted households in higher gross
wealth quintiles (see chart 15), too, are
hardly a danger to financial stability, as
this debt is largely covered by even
larger wealth that is available to the
households and the banks concerned, if
need be.

It must be noted that the fact that there are households with positive debt but without gross wealth ( footnote 19)
implies the existence of households with infinitely high ratios in the lowest gross wealth quintile.
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Chart 16

Debt-to-Gross Wealth Ratio (Median) by Income and Gross Wealth
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While the risk to financial stability
from household debt in combination
with their wealth is low, debt can be a
substantial burden for the households in
question. The 25 medians provide a detailed picture of indebted households
and hence allow an assessment of the
overall risk to financial stability. We
see that only small groups of highly indebted households can still create problems in the financial market, if this
debt is concentrated in certain banks or
regions.
A qualification to this analysis,
however, is that it is based on current
wealth figures, which may change with
economic conditions.
The HFCS data allow a more detailed analysis of households’ risk-bear-

ing capacity, but such an analysis would
have been beyond the scope of this first
paper.
6 Inheritances

People acquire wealth in two ways:
They either save from their income or
they obtain wealth from other persons.
The latter includes transfers in the form
of gifts or inheritances. Transfers of
wealth and the accumulation of wealth
are reciprocally related. Inheritances
and gifts play a key part in creating
wealth, and accumulated wealth, in
turn, provides the basis for gifts and
inheritances.
Inheritances are transfers of wealth
that usually take place between generations within a family. The concept of
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inheritance must also be considered in
the context of parents’ gifts and investments in their children’s education.
Gifts are made less frequently and are
usually of a lower value than inheritances. There is a positive relationship
between inheritances and gifts. People
whose parents were able to support
them financially already during their
lifetime also stand a better chance of
inheriting. Usually people receive gifts
much earlier in life than inheritances.
Furthermore, compared with inheritances, gifts are distributed more
evenly in terms of a person’s lifetime.
The issue of inheritances for many
people touches upon several taboos.
Usually the increase in wealth by inheriting goes hand in hand with bereavement, conferring an ambivalent
note on inheritances. This, in turn, affects respondents’ reactions to questions on inheritances, which sometimes
seem inappropriately intimate. People
often refuse to respond to questions on
the size of inheritances. In addition,
there are a number of other difficulties
involved in the collection of data on inheritances, which have to be taken into
account when interpreting the results.
For instance, people may not fully
remember the absolute size of gifts or
inheritances. Memory lapses (causing a
recall bias) are more frequent when a
respondent received an inheritance a
long time ago. Respondents may have
forgotten the value of inheritances or
the year when they received them. Furthermore, we cannot expect all respondents to make a clear conceptual distinction between inheritances and gifts.
Wealthier households, for whom
inheritances are of crucial significance,
are generally underrepresented in
household surveys; and those who are
included are more likely to withhold
responses. The percentage of households that refuse to make statements on

the value of their inheritances rises in
line with the size of their wealth. This
demonstrates the problem of household
surveys mentioned above: Nonresponses are far more common among
households with greater wealth than
among those with a lower level of
wealth. Therefore we can assume that
the inheritances captured in household
surveys underestimate the entire volume of inheritances and that inheriting
is indeed significant in the accumulation of wealth.
To keep things simple, we show and
analyze also the data on inheritances on
the level of households. Moreover, we
look at inheritances and gifts together
but will not identify the source of the
inheritances or gifts.
Responses concerning the absolute
size of inheritances must be interpreted
with caution. The value of real estate
changes in a different way than the
value of financial assets. Hence, general
price adjustment methods only help obtain proxies for the actual values. Moreover, changes in real estate prices follow different regional patterns and can
vary quite a lot within a closely delimited area. Value adjustments are particularly difficult in the case of inherited
real estate, as changes in value differ
strongly from property to property, depending on location, the building stock,
extensions and many other factors. If
inheritances included financial assets
and property, it would be necessary to
establish or assume separate price paths
for stocks, business investments, mutual fund shares, holdings on savings
books, cash, property, life insurance
plans, etc., but we do not have a sound
basis of data for drawing up such paths.
Assuming an average real interest rate
is problematic in principle, as this interest rate may apply to some periods
but not to others. Households may have
inherited more than once; also differ-
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Table 8

Inheritances and Gifts
Participation

Median

%

EUR

Main residence
simple value
present value1
All inheritances
simple value
present value1

Mean

Mean-tomedian ratio

15.2
101,740
163,092

162,512
279,515

1.6
1.7

63,836
99,526

148,670
241,753

2.3
2.4

35.4

Source: HFCS Austria 2010, OeNB.
1

We apply the CPI for calculating present values.

ent households inherit at different
points in time. In order to be able to
compare such inheritances with each
other, we would have to convert the
values provided in the survey. In the literature it is common to assume real interest rates of approximately 2% to 3%
p.a. for value increases. Still, it remains
unclear whether increases in value
should be considered to be a part of the
inheritance.
In this report, we use the following
two types of presentation:
(i) Simple value: The sum of the values of inherited assets is shown as
indicated by respondents. A gain in
value is not assumed.
(ii) 
Present value: The values of inherited assets are extrapolated using the consumer price index of the
year the HFCS 2010 was conducted.
Next, these values are t otaled.
At the survey date, some 35% of Austrian households had already received
an inheritance or gift. About 15% (43%
of all households that have inherited)
have inherited (among other things)
their main residence, which, hence,
represents the most important category
in terms of overall value. The mean
value of inherited main residences is
around EUR 280,000 (present value),
the median is about EUR 163,000
(present value). If all inheritances (in-

cluding main residences) are taken into
account, the mean and the median
decrease to around EUR 242,000 and
around EUR 100,000, respectively
(table 8).
The inheritance ratio increases
across age groups up to the group of
50-to 64-year-olds (table 9). As life expectancy rises with age, inheriting
tends to play a larger role when people
are retired. Older people have simply
had more time to inherit and a higher
probability that their parents or grandparents had died. After a certain age,
the inheritance ratio decreases, which
could be due to a cohort effect (World
War II generation) or to the fact that
old people are more likely to have forgotten inheritances or gifts. Also,
wealthy people may perceive smaller
amounts to be insignificant and for this
reason do not mention them.
The share of households that have
inherited increases from quintiles 1
through 5 (table 10). In the highest net
wealth quintile, about 65% of households have inherited, while in the lowest quintile, this share is only some
10%. Likewise, the value of inheritances increases across quintiles. This is
due to the fact that first, the inheritance becomes – at least to some extent
– part of households’ wealth, and second, wealthier households receive sig-
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Table 9

Inheritances and Gifts by Age of the Reference Person
Share of inheriting
households

Median
Present value

Present value in % of
gross wealth

%

EUR

%

16–29 years
30–39 years
40–49 years
50–64 years
65–74 years
75 years and over

15.2
34.2
35.9
43.5
37.1
35.1

35,559
96,825
106,666
120,146
83,519
77,326

40.5
49.4
43.9
49.6
56.4
70.0

Present value in % of
gross annual income

78.9
218.6
187.6
263.4
291.0
268.2

Source: HFCS Austria 2010, OeNB.

nificantly larger inheritances. Here lies
one of the main reasons for the persistence of wealth distribution across generations.
The relative share of inheritances in
households’ total wealth decreases considerably with rising wealth. While inheritances increase across net wealth
quintiles in absolute terms, their relative share as a percentage of total wealth
decreases. In other words, in the lower
wealth quintiles, inheritances are relatively more important than in the
higher wealth quintiles. In the topmost
quintile, the present value of inheritances accounts for only about 36% of

gross wealth. We observe the opposite
trend across quintiles in terms of gross
annual income, which mirrors differences in absolute terms in present values. While households in the bottommost net wealth quintile have received
a median inheritance of only about
EUR 14,000, households in the topmost quintile received a median EUR
237,000. This analysis does not account
for potential differences in the purpose
for which inheritances are used (for
consumption or saving), however. The
Austrian HFCS data do not provide
information on how inheritances are
used.
Table 10

Inheritances and Gifts by Net Wealth Quintiles
Share of inheriting
households

Median
Present value

Present value in % of
gross wealth

%

EUR

%

1
2
3
4
5

9.6
16.1
38.6
47.9
64.7

14,072
14,598
51,890
114,599
236,516

317.2
83.4
60.6
53.6
35.7

Present value in % of
gross annual income

76.3
62.2
187.0
269.4
388.8

Source: HFCS Austria 2010, OeNB.
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7 Saving

The HFCS asks households not only in
detail about their financial and real assets but also about their motivation for
saving and accumulating wealth. This
report provides only a brief overview of
households’ reasons to save.
Table 11 provides a breakdown of
households by the main purposes of
saving as identified in the HFCS. Most,
but not all households said that provision for unexpected events was their
main reason to save. Depending on the
purpose of saving indicated by the respondents, there are significant differences in the level of net wealth, gross
annual income and age. Those who save
mainly for unexpected events in relative terms have lower incomes and less
wealth, and they are comparatively
older. Wealthier people and higher-income earners save for old age, even
though they are comparatively younger.
Those saving to fund their children’s or
grandchildren’s education or to support
them have considerable wealth and the
highest incomes by comparison. The
small group saving for paying debts are
the wealthiest and those with relatively
high incomes. The group saying that
they save primarily for holidays have
particularly low incomes. We can

therefore see that the purpose of saving
depends on a household’s resources.
8 Consumption

Private consumption is a variable that is
difficult to capture in household surveys as it is very complex. While valuation is difficult in analyzing wealth,
completeness is a potential problem in
capturing consumption. Consumption
fluctuates frequently, and it is crucial to
clearly distinguish between regular expenses and extraordinary purchases.
Households have many small expenses,
e.g. to buy food, and a few large expenses, e.g. to buy a car or a TV. Lowerincome households spend almost their
entire income on everyday consumption (food, energy, housing, etc.),
which accounts for only a small share of
higher-income households’ consumption expenses whereas more money is
spent on larger, fairly rare purchases.
The time horizon of the questions
on consumption expenses is relatively
short (the past 12 months). Therefore,
there is a smaller risk of people having
forgotten purchases they had made a
long time ago, a common problem in
questions on inheritances and gifts.
Nonresponse is much less common on
questions on consumption than on
Table 11

Purposes of Saving
Share of house- Median
holds
Net wealth

Most important motivation for saving
Provision for unexpected events
Old-age provision
Education/support of children or grandchildren
Travels/holidays
Purchase of own home as main residence
Other major purchases (other residences, vehicles, furniture)
Paying of debts (e.g. repayment vehicles)
Other (bequests, financing business investments, etc.

%

Gross annual
income

EUR
42.3
12.7
9.6
8.5
6.3
8.0
5.0
7.5

Age of reference
person
years

62,312
98,619
110,050
22,565
54,232
55,466
205,668
90,760

28,915
39,150
46,441
28,704
44,054
30,244
41,166
25,701

56
51
47
43
37
47
44
54

Source: HFCS Austria 2010, OeNB.
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questions concerning wealth or income. As a rule, households consider
information on consumption habits to
be less sensitive than information on income and wealth.
Chart 17 shows monthly consumption expenses as estimated by households, excluding housing costs, loan repayments, insurance premiums and
one-off payments such as vehicle purchases). Like for charts in section 3, we
estimate nine percentiles that classify
consumption expenses by amount into
ten equally sized groups of households.
20% of households spend less than
some EUR 500 per month on consumption, 70% less than about EUR
1,000. Consumption expenses very
much depend on the number of persons
living in a household. What becomes
clear, at any rate, is that monthly consumption is significantly less unequally
distributed than income and wealth.
This shows that lower-income and less
wealthy households spend more on
consumption relative to their income
(and wealth) than higher-income and
wealthier households.
9 Summary

This report provides a first overview of
the results of the Eurosystem HFCS in
Austria, the central objective of which
is to create a complete financial balance
sheet of households, providing a picture
of the financial situation of households.
The HFCS covers households’ real assets, financial assets and debt as well as
a broad range of socio-economic characteristics, thereby providing for the
first time data to calculate Austrian
households’ net wealth. It is an extensive data source to examine a wide
range of issues in monetary policy and
financial stability; apart from that,
HFCS data can be used to analyze gen21

Chart 17
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Source: HFCS Austria 2010, OeNB.
Note: Rent, taxes, ﬁnancial payments (e.g. loan repayments, insurance premiums, payments into pension plans,
etc.) and one-oﬀ payments (e.g. for purchasing valuables, cars, major household appliances, furniture, etc.)
are not taken into account.

eral economic policy issues. This first
report, together with the methodological notes21 and the information published at www.hfcs.at, is to provide a
starting point for conducting research
on the basis of HFCS data.
The main results of the first HFCS
results for Austria are as follows:
The distribution of the individual
components of net wealth varies considerably. While almost all households
(about 97%) hold financial assets, less
than one-half of Austrian households
own (part of) their main residence
(about 48%). Only about 36% of households have debt, most commonly in the
form of collateralized loans to finance
the main residence. The amount of real
assets exceeds that of financial assets
held by households. The real asset item
that is particularly unequally distributed is investments in self-employed
businesses. As regards households’ financial assets, riskier investments with
lower participation rates belong to the
relatively unequally distributed investment instruments.

See Albacete et al. (2012).
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All in all, the distribution of net
wealth in Austria is very unequal. Onetenth has less than some EUR 1,000,
but 10% have more than about EUR
542,000 in net wealth. A household’s
wealth tends to increase with age, income and education. Debt is usually
held by wealthy and high-income households. Households most likely to suffer
under their debt burden are those with
uncollateralized loans and comparatively low debt.
One of the most important sources
of wealth is inheritance. 35% of Austrian households have already received
inheritances or gifts. Both the frequency and the amount of inheritances
increase markedly with net wealth.
Still, the smaller inheritances account
for a much larger share of the total
wealth of the less well-off house-holds.
A plurality of households (about
42%) saves to provide for unexpected

events. The second most common motivation is provision for old age, which
is the most important purpose of saving
cited by about 13% of households. The
reasons for saving are very much determined by a household’s wealth. We see
that consumption is distributed much
less unequally than wealth.
The quality of the compilation
methodology is crucial in order to obtain useful results from a household
survey as complex as the HFCS. In particular, much attention was paid to indepth training for interviewers, careful
sampling, and data editing, exact
weighting, elaborate imputation methods and transparent documentation.22
This notwithstanding, the HFCS underestimates the inequality of the distribution of wealth in Austria, and the
problem of inadequate statistical coverage of the wealthy persists.

Annex
Monetary Policy & the Economy Q3/12 – Addendum: Methodological Notes1

The Household Finance and Consumption Survey (HFCS) gets its data from face-to-face interviews conducted by specially trained interviewers with members of the participating households on the basis of a questionnaire that has been harmonized across the euro area. For the
HFCS in Austria, a stratified two-stage cluster sampling design has been developed, which was
used to draw a sample of 4,436 addresses (gross sample) in accordance with the HFCS definition of households. Additional information available on the addresses was used for weighting
to reduce distortions caused by nonparticipation. The households willing to participate identified at 2,380 addresses (net sample) provided extensive information in the interviews about
the household and the persons living in the household. Far-reaching reviews, plausibility checks
and – if deemed necessary – follow-up investigations and editing measures were carried out
during and/or after the process of data compilation to ensure the quality of data. Multiple
imputations using an iterative Bayesian chained equations approach were carried out with the
aim of reducing distortions caused by nonresponse to specific questions and facilitating data
analysis. In addition, the calculation of replicate weights allows correct variance estimations,
thereby ensuring that the uncertainty resulting from the complex sample design and the
imputations is taken into account.
The addendum to Monetary Policy & the Economy Q3/12 contains detailed information
on the methodological notes of the HFCS.
1

22

 lbacete, N., Lindner, P., Wagner, K., and Zottel, S. 2012. Eurosystem Finance and Consumption Survey 2010.
A
Methodological Notes. Monetary Policy & the Economy Q3/12 – Addendum.

See Albacete et al. (2012).
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Table A1

Mean Values and Percentiles of Net Wealth and Its Components
Net wealth

Real assets
Value > 0

Financial assets
Component
exists

Value > 0

Debt
Component
exists

Value > 0

Component
exists

Share of households in % of all households
100.0

84.6

84.8

97.3

99.5

35.6

35.6

265,033
977
6,086
14,992
34,731
76,445
139,614
208,435
310,837
542,163

277,925
2,634
6,150
14,598
47,159
107,618
166,815
224,459
308,763
534,401

277,372
2,503
6,100
14,411
46,233
106,988
166,452
224,459
308,051
533,178

47,991
947
3,060
5,776
8,981
14,071
21,327
34,035
53,028
105,284

46,926
619
2,615
5,314
8,319
13,469
20,535
33,138
52,082
103,928

47,015
553
1,946
3,954
7,704
13,777
23,148
38,414
67,346
124,111

47,015
553
1,946
3,954
7,704
13,777
23,148
38,414
67,346
124,111

EUR
Mean
10 th percentile
20 th percentile
30 th percentile
40 th percentile
Median
60 th percentile
70 th percentile
80 th percentile
90 th percentile

Source: HFCS Austria 2010, OeNB.
Note: “ Value>0” includes all households that have a strictly positive value of wealth in the respective component. “Component exists” includes
additionally those households that have the respective component and that assign a value of 0 to this component (e.g. a household with only
one sight account that has a negative balance of –100, which is recorded with a value of 0 for financial wealth and a value of 100 for debt).

Table A2

Variance Estimation: Subcomponents of Net Wealth
Participation

Standard error

%
Real assets
vehicles
main residence
other valuables
other real estate property
investment in self-employed businesses (incl. farms)

74.9
47.7
23.6
13.4
9.4

1.204
1.335
1.285
0.954
0.767

Financial assets
sight accounts
savings accounts
savings plans with building and loan associations
life insurance contracts
money owed to household
mutual funds
stocks
bonds
other financial assets

99.0
87.1
54.7
38.0
10.3
10.0
5.3
3.5
2.3

0.194
0.879
1.279
1.290
0.804
0.784
0.550
0.396
0.389

Debt
collateralized debt
main residence
other real estate property
uncollateralized debt
overdrafts
uncollateralized loan
outstanding balance on credit cards

18.4
16.6
2.4
21.4
13.6
11.1
1.5

1.049
0.957
0.378
1.174
0.927
0.861
0.302

Source: HFCS Austria 2010, OeNB.

Monetary Policy & the Economy Q3/12	

61

Eurosystem Household Finance and Consumption Survey 2010
First Results for Austria

Table A3

Variance Estimation: Mean and Median of Net Wealth and Its Components
Mean

Median

Estimator

Standard error

Estimator

Standard error

EUR
Net wealth
Real assets (component exists)
Financial assets (component exists)
Debt (component exists)
Gross annual income

265,033
277,372
46,926
47,015
43,929

47,848
60,516
6,682
11,315
3,211

76,445
106,988
13,469
13,777
32,296

10,961
7,464
859
3,153
1,154

Source: HFCS Austria 2010, OeNB.
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