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Introduction

In 2018, a team of researchers from six Member States of the European Union 
finished a project titled “Promoting the contribution of private savings to pension 
adequacy: Integrating residential property with private pensions in the EU”. The result 
looked quite respectable: several hundred pages of comparative analysis, a vast amount 
of data amassed, taken from the usual suspects, e.g. statistical authorities, national 
banks and the OECD, as well as some painfully collected from databases or among 
countless interviews with focus groups and experts. Each member of the consortium 
had committed themselves to a three-year period of complicated close cooperation, 
and after publishing the results (see, synoptic, Eckardt et al., 2018; Al-Umaray et al., 
2017a; 2017b), every member was justifiably proud of the outcome. However, at the 
end of the day, regarding the implications of the newfound insights, they had even 
more questions than at the start of the project. Certainly, this is not unusual and may 
only underline that the team was upon a longer stretch of thorough research, but 
this did not calm anyone. Quite the opposite, having cleared a couple of details, some 
problems seemed to loom even more seriously. This paper attempts to shed light on 
one of these problems, with a focus on one of the participating countries.

More exactly, the following sections present considerations regarding the long-
term development of the housing market in Hungary. The topic is of great importance 
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for the majority of Hungary’s inhabitants. At present, as it has been for several decades, 
nothing else causes them as much economic concern. There is no kind of economic 
investment, no form of savings, and regarding the simple scale, there is not any 
kind of economic decision that could be compared to the importance of housing 
property. Hungary, a post-communist economy with low average wages and modest 
material expectations in general, is a “homeowner society”. This much we can say: 
This characteristic will not change quickly. Recent policy shows a whole arsenal of 
tools to stabilize the current state. Regarding the last decades and embedding the 
recent Hungarian situation in the European context, one may get the impression of an 
idyllic stability: high ownership-rates, low household indebtedness, family allowance-
programs. This brings us here at the core of the unrest that sparked off at the end of 
the project: What does that all mean in the long term?

Stating anything regarding long-term developments of highly complex phenomena, 
e.g. the housing market, rarely proves reliable. We do not claim to have a crystal ball 
either and will intentionally try to avoid concrete projections in the far future. However, 
the Hungarian housing market has some immutable characteristics which in turn 
imply consequences. And in Hungary’s society there are inevitable developments 
that will cause a deep change of market structures. We will focus on three which 
with certainty are progressing: First, demography will unavoidably change; second, 
regional disparities within the country will continue to grow; and third, partly because 
of the first two, inequality will grow unceasingly as well. Of course, we cannot precisely 
predict the exact evolution of these factors, let alone their interconnection. But we 
can demonstrate quite clearly that quite large problems lie ahead. This paper does 
not claim to provide systematic answers to these complex problems, but it tries 
to outline them systematically. Surprisingly, no comprehensive analysis has yet been 
published, rather a couple of dispersed open questions (and of course, a wide range 
of specific analyses).

Some key findings of the international research project mentioned above provide 
starting points for the considerations. The European Commission financed the project 
concerning the question of how residential property can be used to ensure liquidity 
in old age by means of “equity release schemes”. Considering these findings, the next 
section focuses on the recent situation of the Hungarian residential property market, 
covering economic and social factors as well as housing policies, especially subsidies 
and taxation. A short survey of the prospective shift in the ownership structure due 
to the demographic change and expectable social tensions is presented in the next step.
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1. The basic problem: Old age and liquidity

1.1. Background

The background of the following considerations is provided by a research project 
financed by the European Commission and conducted between 2015 and 2017 covering 
six Member States: Germany, Ireland, Italy, the Netherlands, the United Kingdom and 
Hungary2. Facing demographic changes in all European Member States and being 
aware of the weakening public pension systems in the long run, the project tried to find 
answers to the question of how residential property could be used to ensure liquidity 
in old age by means of equity release schemes. Obviously, this aim had to cover a vast 
range of much diverse, though intertwined aspects, and assembled researchers of 
different areas of interest.

Basically, the project could be roughly segmented into two areas of research. The first 
mainly covered economics and especially economic policy. Its aim was to investigate 
the fiscal incentives and other public policy options which affect people’s decisions 
to invest in private pensions and home ownership. The second covered financial 
modeling, because in the end, the aim was to develop a financial product which would 
be appropriate for use in at least all six Member States.

Experts of each participating country were responsible for their own workstream. 
The overall coordination was led by the Institute for Financial Services in Hamburg, 
Germany. The task of the Hungarian team was to coordinate the analysis of all aspects 
regarding economic policy and to evaluate it comparatively. The outcomes of the 
whole project work have been documented in a final report which provides freely 
accessible material of more than two hundred pages, complemented by an annex 
of more than three hundred pages (Al-Umaray et al., 2017a; 2017b). Focusing on the 
public policy aspects, we additionally published a denser, analytically focused volume 
which assembled the comparative work conducted under the project in a roughly 
commented form (Eckardt et al., 2018).

Even regarding only the public policy aspect, the project had to cover a wide 
range of different aspects: pension systems and pension policy, mortgage markets 
and housing markets had to be analyzed comparatively. The importance of the basic 
problem – the link between an ageing population, private savings and/or private assets 
– was in fact actually nothing new, only slowly becoming more urgent. However, the 

2 “Promoting the contribution of private savings to pension adequacy: Integrating residential property with 
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approach to find an overarching solution for a common problem in different European 
countries was new.

The solution is still very theoretical. At least for the experts consulted at financial 
providers or interest groups though, a vast amount of new empirical material and 
comparative insight has been worked out which shed light on a couple of specific 
problems in the Member States.

1.2. The “Hungaricum”

When collecting the factors important for the correlation between liquidity and 
old age provisioning, Hungary seemed particularly striking among the countries 
examined in the project. To put it in a nutshell: not only is its population quite old (see 
Eurostat, 2020a), not only are its resources for public pension services relatively fragile 
(see European Commission, 2018, p. 60), but the share of residential property is also 
strikingly high at 91.7% (Eurostat, 2020b; see also Dötsch et al., 2018, p. 179). At the 
same time, Hungary is reminiscent of Italy, and the social importance of residential 
property is enormous. This was underlined all too clearly by the surveys conducted 
in the project (more on this later). In the perspective of the relatively low mortgage 
burden on residential property – both in terms of the value of the property and the 
individual income situation – the snapshot of Hungary gave the impression of a broad 
and stable basis for property-based pension provision. But this is deceptive. On the 
one hand, the model of property-based pension schemes faces massive psychological 
hurdles. But beyond that, the Hungarian market for residential property as a whole 
appears to be slipping into a precarious situation in the long term. This differs from the 
situation in Germany where home ownership pension schemes have been a lucrative 
business to this day and are therefore sustainable in the medium term since the 
overall share and relative distribution of home ownership assets, the relative security 
of the pension system and the general level of wages together create a corresponding 
environment. The aim of this article is to outline this problem.

2. Homeownership in Hungary – a snapshot

2.1. A homeowner society: Driving forces and short term prospects

Among the countries participating in the research project, Hungary revealed 
a couple of striking characteristics. With 91.7% in 2019 (Eurostat, 2020b), Hungary 
shows one of the highest rates of ownership occupation among the Member States. 
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This comes as very striking in a European comparison; only in Croatia, Lithuania and 
Slovakia are similar ratios observed within the EU (Eurostat, 2020b, but here the ratios 
have only been worked through to 2018).

Indeed, home ownership plays a prominent role in the Hungarian economy and 
society: “In Hungary (…) buying is what you do when you want a house to live in” (Dolling 
and Elsinga, 2013, p. 38), Csizmady et al. (2017, p. 250) speak of the “Hungarian housing 
system as a ‘super-homeownership’ model”. The importance that most Hungarians 
attach to the ownership of property assets can hardly be overestimated. As Doling and 
Elsinga (2013) formulate very clearly, residential property is considered the “ultimate 
precautionary fund” (p. 142). The focus group interviews carried out as part of the 
above-mentioned project confirmed this finding evidently. What seemed to border 
on irrationality for the project partners from other countries was no surprise for the 
Hungarian team: Attendants of the focus group workshops “…showed a determined 
and general distrust both in financial providers and in regulators / the state. Neither 
the regulatory framework nor the institutions are perceived to be trustworthy on the 
long run” (Al-Umaray et al., 2017b, p. 129).

The importance of this psychological factor is not only significant at the individual 
level, but should not be underestimated in terms of the policy affecting the residential 
property market. It is not far-fetched to assume that the current Hungarian government 
is first and foremost concerned about citizens’ votes when it links its support programs 
for one of the most pressing social problems, namely population decline, with incentives 
for the construction, renovation or expansion of residential property (see Section 2.2). 
The choice of this instrument is not unwise in terms of the objective of gaining more 
votes, but it is problematic in view of the overall development mentioned in section 1. 
More on this later.

This special attitude of the Hungarians is quite understandable due to the 
historical experience of a large part of the population (see for example Katzenbach 
and Osvath, 2012, p. 289f). At the latest, the birth cohorts from the 1970 s onwards 
have a good memory of the drastic socio-economic upheaval of the last century 
(see, brief and comparative, Wind et al., 2017), so that owner-occupied property is 
perceived in the widest circles as the only tangible, secure asset. This is an impression 
that even younger generations have been able to gain in recent years, when the global 
financial crisis destroyed other forms of savings and brought the feeling of material 
insecurity to all parts of society again. Against the background of the Hungarian 
public finances which had been completely run down by the socialist governments 
under Megyessy and Gyurscány, the second Orbán cabinet in 2010 did not shy away 
from cashing in on private pension insurance in a coup d’état to save the state budget 
(see OECD, 2016, p. 270; Freudenberg et al., 2016). This only made home ownership 
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appear more important as a form of investment. Trust in financial service providers 
– banks, insurance companies, funds – and their products, in other words basically 
all intangible forms of investment, is not the least present in the general population 
(Al-Umaray et al., 2017b, p. 129; also: Dolling and Elsinga, 2013, p. 64). And one has 
to admit to the Hungarians: historical experience does not exactly advise this.

The crisis caused by private debt in foreign currency loans – once again mainly for 
real estate – which ruined many Hungarian households due to the devaluation of the 
forint, had a possibly paradoxical effect for outsiders: the argument used by the second 
Orbán cabinet that the banks were mainly to blame for the misery further enhanced 
the value of the home in the perception of many. The facts are of course more complex 
(see e.g. Kovács, 2013; Pitz, 2012) and the packages of measures in the wake of the crisis 
cannot be discussed here. But it is still the primary strategy of most Hungarians to buy 
their own homes (Csizmady et al., 2017, p. 265). Either way, the policy has made use 
of the home ownership fetish and has further promoted its importance.

Irrespective of these historically important breaks in socio-economic development 
in Hungary, real estate ownership is an important factor in intergenerational wealth 
planning. Similar to Italy, real estate is the most important factor in intergenerational 
transfers in Hungary and is certainly understood as a family-wide relevant security 
or project (see, e.g. Toussaint et al., 2012, p. 78; Dolling and Elsinga, 2013, p. 93). 
Here, an investment behavior can be observed that is certainly motivated by the 
above-mentioned factors, but goes beyond this. The average Hungarian pensioner 
is literally prepared to die of hunger in order to bequeath his property completely 
to the next generation – nota bene: free of inheritance tax (NTCA, 2016). Here the 
profile of the current regulatory environment fits perfectly with the disposition of 
a crucial group of voters.

The multitude of historical, social and economic aspects cannot be dealt with 
in detail here, but their overall psychological impact is relevant, as the field research 
carried out in the context of the above-mentioned project has confirmed only too 
clearly. One thing is decisive at this point: There is nothing to indicate that Hungarians 
will change their attitude to the investment form of real estate assets. It is by far the 
most important form of investment.

In view of the prognostic content of this paper, three assertions can be made for 
the near future without speculation: 1) Those who can increase their assets in Hungary 
will most likely invest in “concrete gold” first. 2) Due to the existing asset and income 
situation in Hungary (more on this in section 3.3), only an extremely marginal stratum 
of relatively rich people will be able to accumulate wealth to the extent that it can be 
deliberately diversified into various forms of investment. In this context, this means: 
3) the current wealth situation is and will remain family concentrated. It would border 
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on esotericism to make plausible factors that would turn Hungary’s homeowner 
society into one in which property ownership would play a much smaller role for 
much broader circles in the foreseeable future.

Accordingly, the market for rental housing is weak and has developed only very 
inadequately since the change in systems (see Hegedűs and Horváth, 2017). In view of 
the special income situation in Hungary, the distribution of wealth, the differences and 
relative size of social classes and also the large regional disparities, the implications 
of this constellation are already not without social problems and have been discussed 
in detail by Hegedüs et al. (2018). Hungary’s housing stock is by no means a unified 
whole; there are considerable differences in the size, condition and value of the 
properties, which in turn are revealing with regard to the country’s social structure.. 
Again, reference should be made to Hegedüs et al. (2018), who described this very 
clearly in their study by depicting the distribution of residential property in terms 
of social stratification.

If, without going into the details, we start from the above-mentioned argument 
that those who have sufficient sources of income to invest in long-term assets are 
primarily active in the real estate market, then this will have a corresponding impact 
on the rental market. Section 3 of this article deals with the long-term explosiveness 
of this constellation. At this point, it should be noted that investments relevant to the 
real estate market, whether made for speculative reasons or for long-term motives, 
are not an answer to the growing social differences in the country, but merely serve 
the interests of the already relatively better-off social strata.

With regard to individual budget debt, Hungary offers a fairly stable picture 
by European standards. Outstanding residential loans per capita of those over 18 
in Hungary average 1,687 EUR, less than one-tenth of the European average (Bertalot 
et al., 2019, p. 77). This means that the share of outstanding residential loans is very 
low compared to GDP, and that the share of housing loans is even below 10% (Bertalot 
et al., 2019, p. 77). This seems all the more remarkable given that outstanding loans are 
also quite low in relation to disposable household income, averaging 81.1% (Bertalot 
et al., 2019, p. 77). In addition, after the dramatic impact of the global financial crisis 
in 2008 on Hungary – especially with regard to households with foreign currency 
debt mentioned in the previous section – extensive macroprudential regulations were 
introduced to deal with credit risks at household level (see, e.g. Balog et al., 2015). As 
a snapshot, therefore, it is entirely justifiable to attest the stability of the residential 
property market in Hungary.
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2.2. Incentives to invest in homeownership

Due to the psychological sensitivities briefly mentioned above, it is not surprising 
that Hungary’s post-transition policy has always been to encourage investment in home 
ownership. In this respect, three formats are particularly noteworthy:

Based on Act CXIII of 1996 on Home Savings, the state aid for home savings 
(“lakástakarék”) was one of the most important incentives until 2019. Savers had 
a choice of four providers, but the construction principle of this savings format 
was basically the same everywhere. To conclude a contract, a tax number had to be 
presented in Hungary (i.e., contracts could also be issued in the name of newborns, 
as tax number is issued at birth) and the declared intention to use savings exclusively 
for the purchase, extension or renovation of a home (Bankmonitor, 2020). “Whose 
dwelling is acquired or improved does not matter, only the evidence that the contractor 
invests the saved money in anyone’s real estate is relevant. The state supports 30% of 
the monthly payments, capped at a maximum of 72,000 HUF/year. Furthermore, the 
interest is free from capital gains tax.” (Dötsch et al., 2018, p. 200). These contracts can 
also be used for the repayment of real estate loans.

After 2000, interest rate subsidies and tax exemption for housing loans existed 
for half a decade (Hegedűs et al., 2014, p. 45). After 2009, the Hungarian government 
then extended the subsidization of housing loans again (Dötsch et al., 2018, p. 200).

Without going into the details at this point, it is a particular peculiarity that the 
Hungarian government has used housing (construction) policy as an instrument of 
family policy since the second Orbán cabinet. It has set up a family housing allowance 
program (“CSOK”, with various variants), which is intended to provide incentives 
to start a family with the help of extensive transfer options such as interest-free or 
reduced loans or the transfer of lump sums for “nest-building” (see Banai et al., 2019 
for the effects; Bertalot et al., 2019, p. 36). In this way, the government is making use, 
not unwisely, of the specific psychological potential of home ownership in Hungary: 
Only those who are willing to start a family will be supported, but generously. At the 
same time, of course, this program is also an indirect promotion of the construction 
industry. However, the housing situation as a whole is not the decisive factor in the 
decision to have children and it is, for good reasons, problematic to make predictions 
about demographic effects (see Kapitány, 2016). In any case, the sectoral developments 
of recent years seem to confirm the effect on construction activity, the residential 
housing market has been growing continuously since 2013, and between 2013 and 
2018 the demand for housing loans – in a more strictly regulated environment – has 
risen accordingly (Fellner et al., 2018, p. 28).
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One of the central political messages of the government in office since 2010 is 
to strengthen the middle class of Hungarian society. This is neither a reprehensible 
intention nor are the chosen instruments fundamentally wrong. Nevertheless, this 
goal must be assessed against the background of the given social conditions in the 
country. Hegedüs et al. (2018) have described this problem very clearly with regard 
to social stratification. This article focuses on the long-term implications for the 
housing market without being able to specifically examine the many social problems 
associated with it. Accordingly, the connection with the envisaged “middle class”, 
and what this means in Hungary, is dealt with in a separate paragraph. However, one 
turns it around: even if the snapshot provides relative stability in relation to other 
European states, it is already possible to say that in the medium term we are dealing 
with massively subsidized stability, a structure that is quite elaborately cemented. Its 
durability is essentially based on the existence of three factors, namely appropriate 
demographic trends, a reasonable distribution of the share of wealth in the form of 
home ownership and a tolerable degree of socio-economic convergence among the 
country’s regions. These factors are dealt with in the following section.

3. Inherited tensions

Looking at the distribution of home ownership, individual household debt and 
current Hungarian family policy, one gets the impression of relative stability compared 
to other countries. However, this is an illusion, as the given structure will inevitably 
become a considerable explosive for Hungarian politics, economy and society over the 
course of a few decades. Hungary is facing serious upheavals that cannot be absorbed 
by the usual instruments of housing, pension or economic policy. There are three main 
factors or developments that are decisive for this, which – just like the special role of 
home ownership in Hungary outlined above – can only be changed from today’s point 
of view by events bordering on miracles. In the following, these three factors will be 
briefly discussed, namely 1) the growing social inequality with a special focus on 
property investment, 2) Hungary’s demographic decline and finally 3) the growing 
regional disparities within the country. All three factors are already present, but they 
are growing more significant over time and are literally and inevitably “inherited”. 
All three are interrelated and will be considered separately here for analytical reasons 
only. Minor redundancies are unavoidable and serve to make the presentation more 
comprehensible.
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3.1. Inequality

At first glance, this may also give the impression of relative stability. Compared 
to other OECD countries as a whole, inequality in Hungary is not excessively pronounced 
(Balestra and Tonkin, 2018, p. 15). Shorrocks, Davies and Lluberas (2019) also attest 
to relative stability. The current complex problems of social inequality related to home 
ownership as a whole cannot be sufficiently discussed in this place. Hegedűs et al. 
(2018) provide a clear account of their causes. The aim here is to point out the dangers 
for further development arising from the given distribution of wealth in the country.

But first to the present. Estimates of the distribution of wealth are always burdened 
with uncertainties. However, if one takes into account the special nature of Hungary’s 
“homeowner society”, there are a number of striking features. One of Hungary’s 
peculiarities is that a relatively large proportion of its assets are invested in equity 
(CSRI, 2019, pp. 148, 151). According to studies by Kolosy and Fábián (2016, p. 105), 
over 70% of estimated household assets in Hungary are real estate. About 90% of this 
portfolio consists of residential property. Other forms of investment are conspicuously 
insignificant. Financial assets totaling 8.6 billion forints are nearly twice as much as 
investments in other properties, but are relatively low compared to the 47.9 billion 
forints in residential property. These amounts appear explosive when they are related 
to social stratification. For example, it is striking that in Hungary a relatively thin 
stratum of very rich and wealthy people have very large assets, while the middle class 
is relatively poorly endowed. Kolosi and Fábián (2016, p. 103) even summarize 50% 
of the population under the label “penniless”. Based on Kolosi and Fábián’s (2016, 
p. 107) estimates of the distribution of wealth in Hungary, 78% of the assets of these 
“penniless” are “invested” in residential property; among the middle class, this figure 
is 75% and among the rich, 60%. With regard to the distribution of the investment 
forms, the first two groups do not differ significantly. Among the rich, a higher share 
of financial assets is not surprising, but only half of the still quite large share of real 
estate assets consists of residential property. It seems that this layer is also strongly 
influenced by the investment strategy of a homeowner society.

In themselves, the observable inequalities are not necessarily a cause for concern. 
Observations such as this, that a relatively large amount of wealth is in relatively 
few hands, or that income levels and prices for housing or rents can only to a very 
limited extent meet the mobility requirements that would be socially desirable, can 
be read as current and not obvious challenges for the respective policy areas per se. 
Admittedly, the latter are then faced with conflicts of interest that are as insoluble 
as is common in other countries (with admittedly different problems). In Hungary, 
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however, the existing problem of the very pronounced unequal distribution of wealth, 
only sketchily outlined here, seems to be explosive when set in relation to the other 
two factors discussed here because it seems hardly possible to maintain the current 
stability with the usual means. It will require a great deal of ingenuity. The next two 
subsections will deal with those factors.

3.2. Demographic decline

Social science forecasts are always highly problematic or rather uncertain. However, 
this is least true for forecasts of demographic development. In the following, we will 
take a brief look at the demographic outlook for the Republic of Hungary and then 
combine this with the characteristics of the property market outlined above.

Without going into the details of developments in recent years, the following 
three factors must be considered: Hungary combines low fertility rates with a high 
mortality rate and a negative migration balance. Even in optimistic scenarios, this 
leads to a rather rapidly shrinking population. This has been happening since 1981, 
currently by more than 15% (Juhász et al., 2018, p. 5; Eurostat, 2017). This is quite 
fast in comparison with the European Union Member States. In all probability, the 
population will fall by about two million by 2060. This means a population decline 
of about 20% (Földházi, 2015, p. 212). Certainly, there is room for maneuver up or 
down – but certainly not much.

The instruments that have been used so far – primarily to promote home ownership 
– have by no means have had such an impact that a decisive turnaround can be expected, 
at least not to date. And there is initially no reason to assume that this could change 
so soon. Certainly, the development could theoretically take a different course. One 
could consider other, much more drastic factors and events, such as a radical, long-term 
consistent change in tax policy, expropriation, international migration, the next crisis 
in the EU, the next crisis in the forint or a fertility miracle through new policy instruments 
(as already seen in the early 1950 s – another question arises in whether anyone will 
want to put up with such instruments). However, it is difficult to make plausible that 
any factor highly likely to occur will lead to a reversal of the demographic trend.

If the natives cannot be persuaded to reproduce more quickly, a look at the 
fastest-acting means, international migration, must also have a sobering effect. For 
only working immigrants could be part of the solution. However, the requirements 
for vacancies on the Hungarian labor market do not differ significantly from those of 
Western European countries, while the salary level in Hungary is still exceptionally 
low (OECD, 2018). For this very reason, many Hungarians have already emigrated and 
a relatively large number of Hungarians are planning long-term labor emigration 
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(Hárs, 2018; Hegedüs, 2015, p. 85), while EU immigration to Hungary does not make 
much sense. There is no plausible reason why this should change in the foreseeable 
future. However, the mass immigration of low-skilled workers, as currently experienced 
by the welfare states of Western Europe, cannot be a recipe for Hungary’s upcoming 
problems, nor is there any incentive for immigrants of this kind to stay in Hungary at all.

Whatever the scenario, Hungary’s population decline is certain. This will have 
fatal consequences for the residential real estate market. As briefly outlined above, 
this results from the fact that assets within the country are invested with a decisive 
weight in real estate. This means that in the foreseeable future the concentration 
of real estate assets will only become more pronounced among a few, very wealthy 
people. In this context, it must also be taken into account within which segments of 
Hungarian society the importance of real estate for intergenerational transfers will 
remain or become important.

Let us consider a few more social factors. For example, it is easy to assume that 
the already broad stratum of the haves, who have to live in relatively poor housing 
conditions, will increase relatively strongly, and will therefore inherit relatively 
fewer and also relatively poorer residential properties. It should also be noted that 
the expected automation will primarily lead to a loss of access to the labor market 
for the relatively low-skilled workers, while they will largely be unable to benefit 
from the above-mentioned family support programs (see Hegedüs, 2017, p. 98; the 
support programs have always targeted the stronger middle class, ibid.) Whether 
these support programs will exist at all in the near future is another matter. One way 
or another, relatively more people will live in relatively poorer housing with relatively 
less income and assets.

The number of relatively wealthy people will shrink, but more wealth will be 
distributed among fewer people. One can soberly assume that neither the relevant 
(housing) policy environment nor individual investment strategies will change 
in such a way that that stratum would not become active as an actor in the housing 
market of all places (where it is already active). Depending on the region in which 
relatively wealthier people will now find themselves, they will be able to decide – of 
course in addition to the option of even greater living comfort of their own – whether 
they want to invest in lower- or higher-priced rental properties. In view of the growing 
differences in wealth, the concentration on the capital (more on this in the following 
section), it will be most plausible for this group of investment-ready people to orient 
themselves to the uppermost, if possible international, class of tenants in the event 
of an involvement in the rental market.

The current distribution of wealth in Hungary has already resulted in the lower edge 
of the thin middle class orienting itself upwards in fear of relegation, while the upper 
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edge of the same class will do its utmost to belong to the upper class. This will not be 
easily changed – for how should a policy be designed in view of these circumstances 
that would broaden a viable middle class? It can also be assumed that the rich will 
diversify their assets more and thus increase the share of financial assets, for example 
to cushion the effects of taxation or other mitigating measures in the real estate market. 
However, this means that assets will be collected at the ‘upper end’ of society in one way 
or another and are less likely to be invested to benefit the growing number of have-nots.

At this point, all this can only be hinted at. Nevertheless, the tensions that can be 
expected due to the given circumstances are hardly mere speculation. This constellation 
will certainly lead to literally inherited, but very profound tensions in the Hungarian 
society. It is of course impossible to foresee what concrete political consequences this 
will have. But it seems inevitable that the tensions will grow. This problem appears 
even more explosive if one also takes into account the unequal distribution of wealth 
between town and country.

3.3. Regional disparities

The very uneven distribution of assets among different groups of society in Hungary 
is reflected in the marked regional differences. At this point, let us briefly consider just 
four aspects: the asset situation, construction activity, price trends and population 
development.

Based on the characteristics described above, it is not surprising that the wealthiest 
of the Hungarian population are concentrated in the capital. This can be easily observed 
by examining social strata of varying wealth (estimates by Kolosi and Fábián, 2016, 
p. 108). The statistics of the Hungarian central bank also support this finding. For 
example, at the beginning and end of the period under review from 2014 to 2017, 
total per capita wealth was highest in the region around Budapest (MNB, 2019, p. 9). 
The discernible differences appear to increase over time, as they have grown relatively 
quickly during this (relatively short) period (MNB, 2019, p. 9). In the real estate market, 
this trend towards greater disparity can be seen even more clearly: If we look at the 
number of construction permits between 2014 and 2018 per 10,000 inhabitants, it 
is striking that only five of Hungary’s 19 counties show a lesser deviation than 20% 
from the average of 58.9 permits, two of which, it should be noted, are below this 
figure; the capital Budapest has 76.2 permits per 10000 inhabitants, the county of 
Pest surrounding Budapest 108.0 and the county of Győr-Moson-Sopron close to the 
border – which also benefits from the automotive sector, which is extremely important 
for the Hungarian economy, especially from the investor Audi – stands out with 197.0 
permits (Vukovich, 2019, p. 191).
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The recovery process in the real estate market observed after the global financial 
crisis (see also Philiponnet and Turini, 2017, p. 27) thus took place primarily in these 
economic epicenters, while all other areas fell back relatively. This must have resulted 
in corresponding aftereffects.

This development can also be clearly seen in other indicators and is also particularly 
striking in comparison with other countries in Hungary. For example, if one looks at 
the development of the capital’s house price index in relation to that for the country 
as a whole, Hungary shows by far the most striking price development in Europe when 
focusing on the capitals (Bertalot et al., 2019, p. 33). Bertalot et al. (2019, p. 35) document 
the same tendencies quite clearly in a long-term comparison of the price to income 
ratio deviation in capital cities between 2000 and 2016 with the price to income ratio 
deviation in the country. Hungary’s capital shows a quite outstanding affordability 
evolution in the European context. If we observe the price increases for real estate on 
the real estate market, which has been recovering overall since 2013, by comparing 
the capital city with other cities and municipalities, a clear investment-driven trend 
becomes apparent (LITT, 2020, p. 8). These processes can thus be explained by the 
argument presented in Section 3.1. The Hungarian central bank also reports a 40% 
share of housing purchases over the last eighteen years due to investment motives 
in the capital compared with 25% in the countryside (Fellner et al., 2019, p. 10). In 
the recent past, new dynamics can indeed be observed in some cities (ibid. 14), but 
firstly, this will only affect certain centers and overall it will not be possible to deduce 
a reversal of the generally observable trend.

Recent statistical estimates, such as the extremely revealing one by Lennert 
(2019), show that this process of growing regional disparity will only be furthered 
by demographic developments. Without going into the problem that this is of course 
also a chicken-and-egg problem, even in optimistic scenarios the population will 
grow primarily in and around Budapest and certainly also in some regional centers; 
in large parts of the countryside of Hungary, however, the population will continue 
to shrink (Lennert, 2019, pp. 513, 520). This in turn will only further accelerate the 
processes of concentration described above and the associated social fragmentation. 
If one estimates only over the period of a single generation, i.e., about 30 years, then 
major changes can be expected in any case. These changes will include a further 
decline in the value of real estate assets in rural regions and a rise in vacancies, as is 
already being observed in part today due to construction activity (for the relatively 
wealthy, mind you) (Vukovich, 2018, p. 7). The consequences in detail are of course 
not foreseeable. There is no doubt that there is a mismatch between the investment-
driven developments in the capital and the expected housing needs of a growing 
stratum of have-nots and impoverishing.
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Conclusions

What can be learned from the observations briefly outlined here? Possibly only to the 
extent that the currently subsidized stability of the Hungarian housing market will 
not be sustainable if the trends in population development, the distribution of wealth 
with regard to wealth differentials and the corresponding regional characteristics do 
not change. It seems, however, that current policies have more the effect of a hopeful 
sedative for the Hungarian homeowner society, where family thinking is still very 
important in terms of investment strategies, but where the population has not been 
growing for a long time. It reminds one a little of Death Becomes Her – everything may 
continue somehow for a long time, but at some point everything falls apart.

Unfortunately, there is no recipe – there are probably too many cooks. For example, 
the government would set incentives in vain to keep the assets of the rich in the country 
in order to help the materially worse-off strata of society with tailor-made forms of 
redistribution. This will not work in a Europe of fundamental freedoms any more than 
it will prevent negative net migration among the well-qualified. Moreover, Hungarians 
have always been very inventive, especially when it comes to their own homes. Of course, 
sooner or later the introduction of appropriate inheritance tax rates would actually 
become inevitable – but at what point would this be politically feasible in a homeowner 
society? And it would probably solve less than necessary. Viewed over the course of 
a generation, free movement of factors and democratic co-determination are sufficient 
to generate a rather precarious situation. And the expected effects of digitalization or 
foreseeable change within the international division of labor have not even been taken 
into account. These problems are predictable because they are simply inherited. And 
there will be no simple solution. But such things happen in the best families.
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