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Summary 

 

In the year 2007 we had faced with a lot of globalization processes, which had the essential 
influence on the real estate market development and at the same time serious changes took place in 
the whole world economy, particularly on the real estate market financing. These changes require the 
cooperation of all participants of the real estate market as well as regulators. Implementation of the 
conclusions resulting from the experiences on the these changes in real estate market can have 
essential influence on the whole financial market.  

Opening IV Congress on Housing Finance in the Central and Eastern European Countries the 
President of Polish Bank Association, Mr. Krzysztof Pietraszkiewicz, emphasized that seeing 
globalization processes in the last years, we had not expected that in the 2007 year we would be saying 
about the reconstruction of the world economy. We watched changes in Asian markets, particularly in 
the biggest countries of this continent and we expected that we would deal with the rapid development 
of the world market following these changes. 

  

Crisis on mortgage markets 

 

Mr. Douglas Duncan, Senior Vice President and Chief Economist of the Association of Mortgage 
Bankers in the USA stated, that crisis on the American sub-prime market not yet achieved its bottom, 
because that its greatest influence on the economy would be most noticeable in the second-half of 
2008. One of elements of the present crisis on the market is current situation in hedge funds market, 
which not having appropriate capital had been investing in leverage instruments. These funds financed 
mortgage credits originated by different low risk institutions. That way these institutions, even having 
good quality mortgage loans, were touched by lack of financing from the capital market - in this case 
by lack of financial assets or the bankruptcy of high risk hedge funds. This way leverage on leverage 
with structured products precipitated the crisis on the credit market for customers, which had low 
credit rating (sub-prime). These funds had a short term for carrying on stress tests and invested a lot 
in debt instruments (CDO), which themselves are leveraged instruments. Applying the leverage on 
leverage relatively low number of mortgage credits defaults provoked the crisis. Investors were only 
focused on how increase of real property value influenced effectiveness of these instruments, however 
at plunge value of the propertis the effect is opposite.  

 

Integration of mortgage markets 

 

Mrs. Annik Lambert, General Secretary of the European Mortgage Federation emphasized that in 
the European Union the outstanding mortgage debt reached approximately 50% of GDP in 2006, what 
meant 5.6 trillion Euro at the end of 2006. For comparison – in Poland the mortgage debt to GDP 
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ratio is 8,3% and it is the greatest value amongst new member states of European Union. The highest 
debt to GDP ratio is in Netherlands (112%) and the lowest in Romania (2,3%). 

The European Commission is working on the very significant document adjusting the mortgage 
market – White Paper on Mortgage Markets Integration. The Commission is planning preparing and 
making all instruments to be available in the year 2008, except for one survey on interest rate 
restrictions scheduled for 2010. Commistion also is planning implementation of  regulations and 
recommendations, which will influence further integration through increasing the trans-boarder 
offers, increasing customers mobility meaning their freedom of choice of the bank, determining 
conditions of the early repayment, requirements on Annual Percentage Rate of. Charge. 

The Commission made recommendations on needs of special attention to the development of high 
standards of credit granting process, identified with responsible lending and being a main instrument 
in preventing the excessive consumers debts. Next issue is implementation of domestic credit 
registers, which should be transparent, reliable and available on-line, what should prevent in granting 
next credit to already in debt persons. 

Professor Jacek Łaszek, Advisor to the President of National Bank of Poland, was emphasizing that 
the chance of integration of financial markets of the European Union existed. However still many 
obstacles appear making the process of the harmonization postopned. It is worthwhile consider what 
role central banks play in economic development of their respective countries. Next important aspect 
is risk occurring in real estate financing market and what institutions are responsible for it as well as 
what legal limitations are preventing full standardisation of the European real estate financing market. 

 

Real Estate market from a perspective of European Central Bank   

 

Mr. Marek Svoboda, Senior Legal Counsel, Legal Advice Division, European Central Bank, focused 
on the last ECB project – Eurosystem, which is embracing ECB and the national central banks of 
member states of the Euro-zone. An Eurosystem main tasks are to define and implement monetary 
policy as well as integration of the European mortgage market and contributing to the stabilization of 
the financial system. According to the European Central Bank full harmonization of national 
securitization laws is not realistic or even desirable. All member states should adopt a set of principles 
common to all jurisdictions to ensure a high level of transparency, efficiency and legal certainty with 
regard to securitisation transactions. 

The market alone will not ensure that this happens. This is necessary to prompt the development of 
pan European pools of securitised assets, which have not materialised to date. EU legislators will need 
to translate the principles into law. As an alternative to full harmonisation, the European Financial 
Markets Lawyers Group suggests that an EU directive dealing with certain legal aspects of 
securitisation could incorporate those principles. 

The main recommendations on the legal aspects that need to be harmonised are legal bases and a 
methodological support of market. One should emphasize that is required to state legal base for that 
instrument – securitization. This instrument should also guarantee the legal support for protecting 
commonly used collateral methods and the identification of property ownership. European Union legal 
instruments require the legal confidence in register that it guarantees certainty, the admissibility and 
the feasibility of transferring mortgages in securitization transaction, and that transfer should not 
depend on formal action. 
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The present diversity of regulations of the law of countries of the European Union causes the legal 
uncertainty in different jurisdictions (e.g. at the Spanish securitization fund assets must be 
homogeneous - there is a legal uncertainty how these type of assets are determined). Independently 
from the legal system, limits in domestic law should be firstly presented to the European Commission, 
secondly objectively and proportionally determined. Comparable a great legal diversity exists in 
member states in the aspect of investors protection e.g. French securitization regulations are imposing 
the duty on management companies protections of businesses of the investor. Future legal 
instruments of the European Union should brightly identify, which institutions  should be responsible 
for the protection of investors and exactly what are their rights and obligations in respect to investors. 
An additional, particularly important aspect is non-heterogeneous treating taxes in securitization 
transactions in member states, which should be neutral and transparent. 

Mr. Svoboda quoted the statement of the member of the European Commission Mr. Mc Creevy, 
which in the context of the American „sub-prime” crisis presented the possibility of watching the 
securitization commissioner and pointed out that “the present crisis has its roots in poor quality 
lending, compounded by securitisation of these loans in off balance sheet vehicles that few 
understood the risks associated with. These are issues that prudential authorities and supervisors 
will need to focus on in the time ahead” 

Transparency of central banks 

Mrs. Barbara Drexler, Frankfurt School of Finance & Management, in her presentation paid 
attention to the transparency of the central banks in the Central and Eastern European countries, 
which were responsible for the financial stability. The central banks as institutions most strongly 
connected with banks and the financial market form the suitable conditions to provide the stability of 
financial system. According to the Mrs. Drexler the biggest transparency characterize the central bank 
of New Zealand, and the European Central Bank occupies the second place.  

 

Mechanism of the credit expansion 

 

 Director of the Gdańsk Bank Academy professor Leszek Pawłowicz, emphasized that a mechanism 
of the credit expansion was the greatest threat to the stability of the financial sector, which through the 
uncontrolled growth of mortgage credits together with the high inflation, wais getting out of control 
and collapsing of real estate market takes place. The mechanism of the expansion of mortgage 
business based on growth of house prices, which are result of higher demand for estates, must sooner 
or later lead to the crisis. This causes losing the reputation by participants of this process. Customers, 
borrowers will lose their reputation due to a situation, where they can not later pay mortgages off, so 
they would have a record in debtors register. Also financial advisors and financial intermediaries are 
losing reputation assisting in credit granting  and using the title of a financial adviser, what should be 
recognized as that they are acting for the benefit of customer and at the same time they are being 
compensated by institutions which products they offer. The banks managers are losing a reputation, 
not only amongst customers, but also amongst shareholders, since after several years' showing bright 
prospects and results, it turns out that banks have considerable losses. Rating agencies, which are 
supposed to define the risk of the transaction are also losing the reputation. An regulator is also losing 
the reputation, because it ignored at that particular moment the possible consequences and allowed 
exaggerated liberalization of the credit underwriting procedures. Also central banks are losing 
reputation introducing instruments, which assist in generating financial institutions better liquidity 
during the crisis, and not dealing with reasons of the crisis. 
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Issue covered bonds In Europe 

 

Dr. Otman Stöcker, Managing Director, Association of German Pfandbrief Banks, in his 
presentation focused on issuing covered bonds in European countries, as the instrument of financing 
real estate market. In European area 26 countries have the legislation allowing for issuing covered 
bonds, whereas the Great Britain and Netherlands are to introduce soon the legislations. 

Comparing the structure of covered bonds on the European market one can notice that mortgage 
covered bonds are characterized by a large stake of European countries mortgage refinance markets, 
where Denmark, Germany and Spain have the main share in total issues. The share in the issuing 
public covered bonds is dominated by Germany - 81.5% of the market. Total value of issued mortgage 
and public covered bonds is 2.000 billions euro, what is an impressing sum, playing a significant role 
for economy and capital market. 

Currently covered bonds are being issued strictly by mortgage banks, due to the lack of appropriate 
regulations concerning issuance by universal banks. German universal banks are an exception, where 
refills of depositaries were isolated from obligations to investors and in the case of the bankruptcy of a 
bank, deposits are being returned in the 100% to their value. Universal banks will not begin issuing 
covered bonds, until there are no implemented principles protecting deposits. 

Mr. Antonio Bone, AIG United Guaranty, presented the situation on the real estate market in 
Spain. Spain for the last years experienced increase of property prices, what was caused by increasing 
mortgage loans access. Bigger lending was financed by deposits and covered bonds as primary sources 
of financing and played a significant role in the Spanish market. 

From a point of view of the safety and the stability of the real estate financing it is essential (a) 
having more information about character and qualities of collaterals of mortgage credit, (b) applying 
principles of capital requirements for determined investments, (c) symetricity conformity of the 
information between the customer and the lender, as well as between the investor and the issuer of 
securities. 

 

Real estate financing on the Central and Eastern European countries 

 

Some Central and Eastern Europ countries, in spite of huge improvement of real estate financing 
market, still can be treated as underdeveloped markets. Mrs. Ekaterina Pokoptseva, Director at 
Association of Russian Banks, emphasized that mortgage lending is 1% of GDP in Russia, what is a 
poor result in comparison to developed countries of the European Union. Such low value of mortgage 
lending is with a result of great regional diversity in taking mortgage credits out in Russia and also due 
to high value of the privatization of housing stocks, which is 70%. A real estate financing market in 
Croatia, according to Mr. Marko Dabic, Manager, from, Volksbank d.d, is encountering similar 
problems, where the most important obstacles in development are: the centralization and the 
dominance of cities. Also a disproportionate rise in house prices in comparison to increase of salaries 
is an essential matter and makes difficult achieving desired development. 

Mr. Martin Lux in his presentation introduced the situation of real estate financing market in the 
Czech Republic. One should notice that the real estate financing market did not develop enough 
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quickly as it was predicted. It was connected with the macroeconomic situation, the inflation and the 
unwillingness to take mortgage credit with a long maturity date. Mr. Frantisek Pavelka, Czech 
Republic Bank Association emphasized that in 2004 there had been implemented changes, which were 
aimed at an improvement in the real estate financing in next years. An effect is that currently in Czech 
Republic 25 banks offer mortgage credits and 10 of them are issuing covered bonds. 

 Mr. Hans-Joachim Duebel from Germany in his presentation presented opinions about real estate 
financing in the Central and Eastern European countries. Probably the fasted housing finance market 
development in the whole world is in Estonia, where mortgage debt to GDP ratio increased from 5% in 
2000 to 25% in2005.  

 

Financing instruments on real estate market 

 

Deputy Minister of the Infrastructure, Mr Piotr Styczeń in his statement presented new product 
implemented by the government in January of 2007 entitled „Family on its own”. It is statutory 
product, which could be used by families or persons alone raising a child, which buy or build cheap flat 
or the house. They will be at the same time subsidized through 8 year period of the granted loans. 
During that period only 50% of loans interest will be subsidized by the government.  

Mrs. Alina Muzioł-Węcławowicz, Deputy Director - Department for Real Estate Financing and Mr. 
Bogdan Zdunek, Deputy Director - Department for Real Estate Financing, Bank Gospodarstwa 
Krajowego described 4 programs, which were offered and managed by BGK’s: National Housing Fund, 
Subsidise Fund, Thermomodernisation Fund and Guaranty Fund. 

 

Urbanized estates valuation system  

 

Professor Józef Czaja, AGH University of Science and Technology in Cracow ,presented difficult 
topic of urbanized estates valuation. Main task of mortgage valuer, apart from the information from 
the in the notary deed, is establishing features, price-determining attributes, which have influence on 
transaction prices of estate. Therefore mortgage valuer administers the information, which are leading 
to the parametric model. Additionally the mortgage valuer must take into consideration attributes, 
which have essential influence on the transactions prices e.g. localization, which can be very beneficial, 
or the standard of the final estate finish. 

Mr. Bartosz Jagodziński, Allen & Overy, A. Pędzich Sp. k., in his presentation underlined, that 
because of the register changes requirements in the property register connected with the transfer of 
the mortgages acquired by the subject in a process of securitization, at a large number of this credit, 
practically it is not profitable as well as it does not make sense of such a transaction. Also because of 
the fact, that not only an issuer should be written in the title register, but also subject which is taking 
the securities secured by the mortgages. Additionally the tax law is not supporting appointing Special 
Purpose Vehicle in Poland (SPV), which main aim is acquiring  mortgage loans and issue securities, 
due to taxes on interest of these securities. 

 

Central Data Base on Real Estate Prices – (polish acronym AMRON) 
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The AMRON system is run by the Polish Bank Association’s subsidiary - Centre of Banking Law 
and Information. It is country wide, multiple access, standardized and reliable data base on real estate 
transactions, which enables the wide access to data, giving better picture of real estate market. It is 
response to a lot of regulations, both Polish as well as of European Union. According to Mr. Jacek 
Furga, Deputy President of the Centre of Banking Law and Information, currently 23 banks are 
participating in the AMRON System. They represent 90% of total  financing mortgage lending market 
for individuals customer 

 

Conclusions 

 

The real estate financing market development is very meaningful both for Poland, as well as 
countries of the Central and Eastern Europe. Important aspect in development of the international 
market are standardisation of legislation and principles and requirements existing on world markets, 
introduction and extending new financial instruments, as well as more precise and preventive market 
analysis to allow avoiding results of the crisis on the financial market, which took place during the sub-
prime crisis in U.S.A. 

Political expediencies related to e.g. greater mortgage availability should not have the influence on 
determining market conditions (level of interest rates) and to principles of the risk assessment secured 
by financial institutions, rating agencies and investors acquiring mortgage bonds or MBS secured by 
the property.  

Requirements as for standards of real estate, as well as the mortgage portfolio valuation should be 
valid in every market conditions - also during real estate market dynamic growth. Too optimistic 
approach towards the assessment of long-lasting tendency of real estates prices increase. which are 
collateral of mortgage loans, can have impact on requirements weakening for borrower credit 
worthiness at a certain level of debt. 


