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Factors shaping the housing problem —
two types of affordability

Economy of housing Inequality (income/wealth) Demography Rigidity of housing
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Source: own calculation based on Edauderstadt, M. , Keltek, C. 2017. p2.




Housing policy is implemented through the
mediation of different institutions

Housing regime: structure of interactions among different institutions
(developers, local governments, social landlords, etc.) and households — the
outcomes of these interactions depend on several factors (power of the
interest groups, etc.) — unintended results

Fragmented governmental structure and low level of regulatory capacity (in
the area of housing) increase the probability that private interest groups

successfully influence housing policy

— Examples: lobby of construction industry, bank lobbies
Competition among different organizations is an important factor in policy
development, which may lead both to innovative solutions and to distortions

— Examples: Contract saving institutions -- restructure home saving grant into a cash subsidy,
role of the mortgage brokers

Conclusions: the capacity of the government to balance competing
institutions and a transparent subsidy system
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PRS for social housing

— Housing predominantly owner occupied

— No reliable data on private rental

— Vacant housing units: have been growing; from 7% of housing stock

(1990) to 12 % (2011)
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“Unorthodox” economic policy — a master
plan or muddling through

* Resources — no austerity

— Reserves — short-term advantages (private pension fund,
price cap on utilities, etc.)

— Foreign companies (banks, energy supply companies, etc.)
— Centralization and re-nationalization
— EU funds

e Redistribution —

— Flat PIT -- middle class support

— Public work program replacing the social benefit programs
e Supporting economic growth

— HNB programs




The political context: power structure

* Government — two third majority
* Experts — media

 Hungarian National Bank, Hungarian Financial
Supervisory Authority Hungary

 Banks, financial intermediaries
e Legal system — society of lawyers

e Civil movements




. TENYTAR

\. J

>

op)
—i
-
(@\|
O
-
(qV)
@)
-
-
(@\|
-
()
Q
=
.
()
»
(Vp)]
q

forras: Eurostat, privatbankar.hu




Programs tackling FX loan crisis

Program Start-End Main characteristics Cost and number of beneficiaries Social effect
Early Repayment November 2011 - The program supported high-income families, banks were not | 350-400 billion was paid by the banks, the | Regressive
February consulted, it had a huge regressive effect socially. government gave tax exemption for banks up to
30% of the cost (less tax revenue), 160 thousand hh
used this option
Moratorium and quota 2009-2012 The moratorium was too long and weakened the position of | Contributed to the increase of the share of NPL | Progressive,
the banks, but the quota system got the support of the banks | loans but long term
harmful
FX Loan Cap scheme 2012-2015 This program was quite acceptable for the banks, their losses | Costs were shared between the borrower, state and | Neutral
were manageable. banks, 178 thousand participated, 40 % of the
eligible debtors
National Asset Management | January 2012 -- Typical orthodox program based on voluntary participation 61 billion, 25 000 households, but to be increased to | Progressive
Company continuing 35000
Compensation of unfair November 2014 - Based on the decision of the Curia, and unilateral Parliament | Banks must pay an estimated cost of 900-1000 | Regressive
banking practice expected end of 2015 | decree, banks are not consulted billion HUF.
Forced Conversion January 2015 The conversion on market exchange rate is favorable for the | ? ?
banks but their loss can be increased because o the
maximized interest rates.
Personal Bankruptcy Law September 2015 A debt settlement procedures for private individuals both | It is estimated to help for 25 000 hh Progressive

outside and within the scope of a court procedure




Housing policy after 2015 — national level

* Reduced VAT — temporary (27% vs. 5%)

e Family housing support — cash subsidy, targeted by No. of children,
dwelling size limit

e Contract saving Banks — not targeted, high level of leakage
* National Home Financing Community -
e Special programs

— Mobility support - for those who move to other cities further away from their
residential place

— Cafeteria — rent subsidy for limited time

— Energy renovation programs — cash subsidies replaced by loans (interest rate
subsidy, interest free loans — EU funds)

* Urban regeneration and upgrading Roma settlement program
e Utility fee reduction program
* Prepaid meters and protected consumers’ support program




Housing policy after 2015 — municipal level

* |nterest of municipalities have been constantly decreasing in
maintaining public housing stock, and supporting housing of the
poor

* Rent support and rent settings

 Housing allowances, arrear management support (Central
support totally ceased)

e Support for multiunit building renovation
* Pilot projects:

— Veszprém: Outsourcing housing management to NGOs (SRA model —
combining economic and social issues) — Maltese Charity Organisation

— Kecskemeét: private co-financing of development of public rental stock
(local big companies)




Main elements of housing policy after
2015: VAT reduction, Family housing
support, and the Village family support

* House price increase

e Effect on housin
5 (subsidy leakage)

investments
e Excluison of low income

* Improve affordabiliy for ne
households

units

* Village family support —
conservation the regional
Inequaity

e Targetin: families with
three children
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Family housing support — number of

contracts

2016 2017 2018
New home - construction 31 682 38 183 31564
New home - purchase 10420 23 080 25 006
Used home - purchase 23 139 25261 27 065
Housing expansion 796 696 562
Proportion of loans related to
HPS in housing loans (RHS) 20 17 11
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Story of cash support for family with chlldren
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CSOK and previous policies 2.
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=3 gy sz/itlag lakds =2 gy sz/atlaglakds

The number of new applications from families with two children
“has not increased significantly. Even for families with 3 children
. the applications has not not reached the level of 1994,



CSOK and previous policies 3.
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3. Inequalities

 Demographic policies after 2010
— Selective ,pronatalism’ (child bearing, role of fathers for raising children)
— Equalising principle still apparent in many policies (Child protection law 2011)

— As a result, economic inequalities have been growing (benefitting the top
guadraple)

* |nequalities and housing policy

— The problem is not that poorer people are excluded from newly built houses,
but that the state does not provide adequate and affordable housing
conditions for them.

— Private rented sector — discrimination against families with children

— There remains a meed for a program for the lower 15% and 20% of lower-
middle classes

* Deepening inequalities ”
Village CSOK: conserving regional inequalities
e |s it possible to prevent misuse?— poverty ,business”







”””””

aY ,‘

The number of new applications from families with
two children has not increased significantly. Even
for families with 3 children the applications has not
not reached the level of 1994.

CSOK affects building permits, but actual house
building continues to lag.

Inequalities

Demographic policies after 2010

Selective ‘prontalism’?
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