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Motivation and contribution

Unsustainable debt has micro and macro consequences including

• welfare costs, credit costs, future credit constraint, non-monetary costs (social stigma)
• reduction of domestic credit supply, international propagation through funding markets

This paper 

• combines household survey data “OeNB Euro Survey” from  ten CESEE economies with information on 
the local banking market based on bank branch data 

• sheds light on the following question: 

How do household, loan and bank level characteristics affect repayment difficulties?

– one of few studies covering several countries thus allowing cross-country comparisons,
– first study covering a number of CESEE countries and analyzing the effect of FX loans on repayment difficulties
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Repayment difficulties are frequent among borrowers
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At the household level, income and income shocks are the 
most important determinant of repayment difficulties

Dependent variable arrears   

Sample borrowers

income high -0.070***

(0.026)

income medium -0.055***

(0.019)

own house                -0.054** 

(0.022)

interviewer: residence poor  0.111***

(0.020)

household shock                    0.177***

(0.022)

Log-L                    -2018.9

N                        4332

P(DepVar=1)              0.25
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At the loan level, loan collateral and loan currency drive 
repayment difficulties 

• The probability that borrowers are in loan 
arrears is 7pp. lower for those who have a 
mortgage. 

• Borrowers with a foreign currency loan are 
only more likely to be in arrears if they 
suffered an exchange rate shock. 

• The increase in the probability of arrears 
depends on the magnitude of the exchange 
rate shock. 

• The effect of the exchange rate shock is 
nonlinear. 
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Repayment difficulties differ between banks and are affected 
by banks’ loan supply

Households’ experience 

of banks’ loan supply

Dependent variable arrears

Sample borrowers   

previous loan application refused 0.145*** 0.128***

(0.024) (0.026)

requested amount only granted in 
part 0.068** 

(0.034)

bank advised against loan 0.178*  

(0.104)

Log-L                    -1588 -686.5

N                        3258 1424

P(DepVar=1)              0.27 0.27
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Customer relationships and the local banking market 
structure affect repayment difficulties

Dependent variable arrears   

Sample borrowers

proximity to nearest bank 
(log)

0.011***

(0.004)

Herfindahl index -0.080***

(0.013)

account & loan at same 
bank        

-0.034** 

(0.014)

Log-L                    -2050.8

N                        4298

P(DepVar=1)              0.26

A bank’s average lending standard and bank ownership does not affect loan performance. 



Thank you!

Information on the OeNB Euro Survey is provided at

https://www.oenb.at/en/Monetary-Policy/Surveys/OeNB-Euro-Survey.html


