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Hungary 21 70 12

Estonia 39 82 36

Sources: Column 1 Mitra et al 2010, Colum 2 Hungarian National Bank 2009, 

Colum 3 Eger and Mihaljek 2007
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Household 
debt (% of 
disposable 
income)

Unemploy
ment rate 
(% of labor 
force, 
2008=>20
09 )

Nominal 
house 
prices 
(annual % 
change)

Exchange 
rate

Hungary 71 8=>10.5 - 6.3 Floating

Estonia 105 5.5=>13.8 -35.5 Fixed
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Sources: OECD 2013, Eurostat, IMF, IMF



1990s: Home owner societies without 
systems of housing finance

2000s: deep financial integration and the 
creation of mortgage markets

 Mortgage lending as a highly profitable market 
segment

 Interest rate differential => foreign currency loans

What about the exchange rate risk?
• Policy makers: perspective of EMU membership
• Hungary: shift from public to “privatized 

Keynesianism” (Colin Crouch)
• Banks shifted risks to indebted homeowners
• Homeowners: never read the fine print
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Major policies
• Conversion of foreign currency loans 

in HUF at preferential exchange rates
• Compensation for “unfair lending”
• Moratorium on foreclosures 
• Creation of a national asset 

management company 

=> Important safety nets against 
defaults 
=> Risks & costs  have been shifted 
away  from indebted house-owners to 
banks 

http://www.xe.com/currencycharts/?from=CHF&to=HUF&

view=10Y

CHF/HUF 

exchange rate

NOL online
5

http://nol.hu/kep/760648
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 Internal devaluation & eurozone
entry took care of the exchange 
rate risk

 Debt Restructuring Act established 
individual debt restructuring as an 
alternative to personal bankruptcy 

 Swedish banks preferred debt 
restructuring to foreclosures.  

 => costs have been passed on to 
working population and state 
employees 

 => debt restructuring and 
relatively fast recovery has however 
reduced overall burden for 
indebted homeowners



Estonia: 
 Market & private actor  based adjustment has 

allowed a comparatively speedy recovery of 
mortgage and housing markets, and reduced 
risks, but 

 Danger ahead – house prices are rising again

Hungary
 Heavy state intervention has prevented 

bankruptcy and eviction, and reduced risks for 
forex borrowers

 contours of a different housing model? 
 But: was the baby thrown out with the bathwater?
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