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Housing and rentals in Hungary

with an international outlook
snapshot, policy, solutions

The housing issue has not been resolved in Hungary, although the situation
is no better in the EU states of the region. It is a permanent social problem,
and every party — government or opposition — must deal with it. It affects a
wide range of people, many of them directly, so it is particularly important
what the proposals are to improve the situation. Especially considering that
most of those who do not own an apartment have a thin wallet (earnings,
social situation, etc.), they need support — from the taxpayers.

The most obvious is to increase housing construction. Helping demand
(not just for large families but for other groups, too), making the banking
sector more flexible, improving the construction industry's capacity and
breaking down unrealistic prices are just some of the things that need to be
done. What they all have in common is that they all cost much money. Im-
plementation? The most straightforward measure seems to be a partial
change of profile in the construction industry. If this does not involve EU
money, it is completely free to spend the planned amount.

The housing situation in Hungary is no worse than the regional aver-
age. However, the rental conditions are. In addition to presenting the situa-
tion, this study aims to provide suggestions for improving the current situa-
tion. In the beginning, after getting to know the topic, it became clear that
state intervention is unavoidable and that only the market (invisible hand) is
slow and ineffective. Furthermore, the question must be solved now, not in
decades, since those who want to live do not want to do so in twenty or thirty
years.

In accordance with Hungarian terminology, the text sometimes calls
the system and refers to sublets, where the residents pay a wage for the use
of the apartment. Classically, the sublet is rented from the primary tenant;
that is what Kadar-era talked about. The rental agreement is concluded with
the owner — the state's representative — and is paid regularly, usually monthly,
by the resident or tenant. Joint tenancy typically occurs in multi-room apart-
ments, where the responsibility is joint and several only for the standard
rooms and individual for the rest. Today, it almost only exists as a sublet, but
not under that name.



In order to give a comprehensive picture of the Hungarian housing mar-
ket and rental situation, specific data would also be necessary. However, this
is only partial and only approximate. Not only are the KSH's data inaccurate,
but so are those of daily market observers, even housing prices. Especially
when looking at rents, the differences are even greater. Through the land reg-
istry data of the capital and county government offices, housing prices can
be tracked concerning sales, but the situation is significantly worse for rent
since a significant part (according to estimates, about a third to a half) is not
even officially registered and "goes into your pocket". Whitening is also a
state task; some discounts automatically bring this, but in its current form,
this is still insufficient. Sanctions and punishment are not effective measures
either, as they only provide a solution in one case at a time, and they are only
temporary and create hatred towards the authorities at most. The Hungarian
tax code is far from the same as the Scandinavian one; it is true: the citizens
do not get the same either. So, there is plenty to do.

Internet data are guide prices. Renting an apartment usually begins
with a negotiation; this is common practice in Hungary, and many people
take this into account from the start. There is no feedback on the net about
the final price, but it is obviously no more than a direction. A reduction of
10-20% 1is typical, but it is also rumoured that in the case of a more current
apartment, candidates outbid each other, but the latter is not typical. Many
people do not even dare to indicate the actual fee on the anonymous ques-
tionnaire.

The discourse surrounding housing is multifaceted, intricately woven
into the fabric of urban life, economic systems, and governmental policies.
In this comprehensive exploration, we navigate through seven key chapters,
each offering a unique perspective on the various dimensions and challenges
within the housing sector.

Understanding the diverse groups affected by housing dynamics is fun-
damental to crafting inclusive policies. Chapter one delves into the nuanced
experiences of individuals and communities impacted by shifts in housing,
providing a foundational understanding of the broader landscape.

Chapter two immerses us in the dynamic world of apartment rentals
and sublets. Exploring the evolving trends and challenges in contemporary
living arrangements, this chapter examines the role of platforms like Airbnb
and the tax implications associated with short-term rentals. Delving deeper
into the intricacies of short-term rentals, Chapter three focuses on the specific



interplay between apartment rentals, platforms like Airbnb, and taxation pol-
icies. Unravelling the financial dimensions, this chapter sheds light on the
regulatory landscape governing this burgeoning sector.

At the core of urban development lies the construction of housing.
Chapter four surveys the broader landscape of housing construction and in-
vestigates trends, challenges, and innovations. This exploration provides in-
sights into the foundational aspects of urban growth. Chapter five focuses on
areas marked by industrial legacies and urban decay, commonly known as
brownfield and rust zones. Analysing these regions' revitalization efforts,
challenges, and policy interventions offers a unique perspective on urban re-
generation.

Housing policies are pivotal in shaping the socio-economic dynamics
of communities. Chapter six scrutinizes the various policy options adopted
by governments, providing an in-depth analysis of their effectiveness, inclu-
sivity, and adaptability in addressing diverse housing needs. The final chap-
ter, Chapter seven, zooms in on the critical aspect of state support for the
rental system. By examining how governments facilitate or regulate renting,
this chapter unveils the delicate balance between fostering a dynamic hous-
ing market and protecting tenants' rights.



|. General foundation

The foundational elements of any comprehensive exploration into housing
dynamics lie in understanding the diverse groups affected, the evolving land-
scape of apartment rentals and sublets, and the impact of alternative rental
models, particularly within the framework of platforms like Airbnb and as-
sociated taxation policies. This initial segment, encapsulated under the um-
brella of the general foundation, lays the groundwork for a nuanced exami-
nation of the multifaceted dimensions of contemporary housing. From the
individuals and communities navigating housing challenges to the intricate
interplay of short-term rentals and tax implications, this section sets the stage
for a deeper dive into the complexities of our ever-evolving housing ecosys-

tem.

The number of population and average age by sex
Population Average age

Year
1900
1910
1920
1930
1940
1950
1960
1970
1980
1990
2000
2010
2020
2021

Source: KSH (2021): 22.1.1.2. A népesség szama és atlagos életkora nem szerint

males
3418
3792
3874
4 248
4 561
4 470
4 804
5004
5189
4 985
4 865
4757
4 681
4 664

females
3436
3820
4113
4 437
4755
4 822
5157
5318
5521
5390
5 356
5257
5089
5067

total
6 854
7612
7987
8 685
9316
9293
9 961
10 322
10 709
10 375
10 222
10 014
9770
9731

males
26,9
27,2
28,5
29,3
31,0

32,5
34,3
34,6
35,5
36,6
38,7
40,6
40,8

females
26,9
27,3
28,9
30,2
32,1

34,8
37,0
37,7
39,0
40,6
43,0
44,8
44,9

total
26,9
27,2
28,7
29,8
31,6

33,6
35,7
36,2
37,3
38,7
40,9
42,8
42,9



1. Affected groups

Understanding the intricate web of affected groups is paramount within the
realm of housing dynamics. This segment delves into the impact on various
facets, beginning with exploring population demographics. This section of-
fers a comprehensive overview by dissecting the characteristics of those af-
fected, examining the broader spectrum of impacted groups, and assessing
the interplay between demand and housing affordability. Through the lenses
of demographics, group dynamics, and economic considerations, we navi-
gate the multifaceted landscape that shapes the housing needs and challenges
faced by diverse communities.

1.1. Population - Demographics

The issue of population and demography is the opening thought, as it
generally refers to how many people the housing issue can be understood.
Since the beginning of the 1980s, the population of Hungary has been de-
creasing. Between 1990 and 2011, the population decreased by 400,000 peo-
ple, and between the 2011 census and 2014, another 100,000 people were
lost. According to the population forecast for 2015, a further decrease in
numbers and increasing ageing are expected.! Based on the forecast of the
KSH Population Research Institute, the population will decrease by almost 2
million people by 2060; the proportion of people aged at least 65 will ap-
proach one-third, and their number will be two and a half times the number
of people aged 0-14.

Future development of births, deaths and migrations are necessary:
these form the system of initial hypotheses. Several hypothesis systems can
be formed by combining hypotheses, but usually, three versions are calcu-
lated: the high, medium (or basic) and low versions. The new version of the
calculation made in 2015 its hypothesis system is the following:

! Obadovics, Cs. (2018): The structure and future of Hungary's population. Demographic
Portrait of Hungary, 273-296. and Toth, C. G. (2021). Multi-population models to handle
mortality crises in forecasting mortality: A case study from Hungary. Society and Econ-
omy, 43(2), 128-146.



potheses, 2015
Basic hypoth- Low hypothesis  High hypothesis
esis
2013 2030 2060 2030 2060 2030 2060
Total fertility rate 1.34 1.6 1.6 1.45 1.45 1.74 1.75
Life expectancy at 72 767 84.8 75.6 82.5 77.5 87.1
birth, males
Life expectancy at 787 824 887 81.1 85 83.7 924
birth, women
Balance of inter- -7340 -5960 7500 -17500  -7500  -4360 17,500
national migra-
tions
Source: Foldhazi Erzsébet (2015): A népesség szerkezete és jovdje. in Monostori Judit - Ori

Péter - Spéder Zsolt (2015) (szerk.): Demografiai portré 2015. KSH NKI, Budapest: 213—
226.

According to the 2015 population forecast, the country's population is
expected to be around 7,900,000 in 2060. The highest expected population is
8 million 690 thousand people, and the lowest is 6 million 700 thousand peo-
ple: the difference between the two extreme versions is almost 2 million. The
population decline continued
until 2014, and according to 1"
all three versions of the fore-
cast, it will continue in the fu- sz\
ture: even in the case of the 0 N
high version, which assumes a 85’ \
significant increase in fertility | N
and significant immigration, it " N
will not reach 9 million people " \\
in 2060. According to the fore- " \"\
cast, a decline of nearly 2 mil- ® T T o pA
lion people may occur even in 22N S&NRKKINKIRRKIRSR
the case of moderately im- Aap = Alacsony = Magas
proved fertility and mortality.

Of course, the number of the population alone is not enough, as the
geographical distribution is also essential. The following list lists the settle-
ments with the largest population in Hungary according to the 2018 KSH
data.
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Budapest capital 1,749,734 525.09
Debrecen county seat 202214 4  461.66
Szeged county seat 161122 w  281.00
Miskolc county seat 155,650 ¥  236.66
Pécs county seat 144188 w 162.77
Gyor county seat 130,094 & 17462
Nyiregyhaza county seat 117121 w 27454
Kecskemét county seat 110,638 w 322.57
Székesfehérvar county seat 97,382 ¥ 170.89
Szombathely county seat 77,984 w 97.50
Szolnok county seat 711521 ¥ 187.24
Erd city with county rights 66,892 & 60.54
Tatabanya county seat 65,633 ¥ 91.42
Sopron city with county rights 62,454 & 169.01
Kaposvar county seat 61,920 v  113.59
Veszprém county seat 59,754 ¥ 126.90
Békéscsaba county seat 59,357 ¥ 193.93
Zalaegerszeg county seat 57,7180 w 102.41
Eger county seat 53436 w 92.21
Nagykanizsa city with county rights 46,866 ¥ @ 148.40
Dunadjvaros city with county rights 44358 w 52.67
Hédmezévasarhely city with county rights 43,700 w | 487.98

Source: KSH (2018): Magyarorszag kozigazgatasi helynévkonyve, 2018.

Despite the demographic changes and forecasts, it is worth noting that,
despite the slight decrease, the population of the major cities is stagnating
due to urbanisation;” the decrease is minimal. So, the countryside becomes
depopulated, people move more and more to the waiting areas. As a result,
the demand for housing will remain at the current level, and in the case of
some economic centres, growth must be expected. In the case of some settle-
ments, the increase is due to the sudden economic development, thus new

2 The process of urbanisation is different from the process of urbanising. The urbanising
process indicates the increase in the number of cities and their population. Urbanization
means that the urban character of the settlements is strengthened, for example, the number
of multi-storey buildings increases, the commercial supply, the number and quality of ser-
vices, the condition of roads and infrastructures improve.

[l



jobs. This is especially true in the case of Gyor or Kecskemét, where the
automobile industry positively affects these processes. At the same time, it
should also be mentioned that this also means a kind of sectoral vulnerability
since if these manufacturers and employers relocate to another town or coun-

try, it is difficult for the labour market to absorb workers with specialised
skills.

Development of the population of large cities

220000

200000

180000

160000

140000

120000

100000

§0000

50000

40000

20000

] T T T T T T T T T T T T T
1870 1680 1680 1900 1910 1920 1930 1240 1980 1960 1870 1980 1990 2000

|—Dehrecen ——Miskolc ——Szeged Pécs Gydr Wyfregyhdza ———Ikecskemét —Székesfehérva’r|

Source: Rovacs Barna (2009): A legnagyobb magyar varosok népességndvekedése, Buda-
pest nélkiil, 1870-2009. Based on KSH data

The figure clearly illustrates that there has been a continuous increase
in urbanisation in Hungary since the second half of the 19th century. The
steepest fluctuations can be observed between the 1950s and 1980s when the
population of several cities doubled. In Hungary, the process of urbanisation
accelerated after the regime change, but this did not go hand in hand with the
acceleration of urbanisation; that is, the quality of urbanisation did not nec-
essarily follow the increase in the number and population of cities. Several
settlements received city status after the turn of the millennium, so the num-
ber of cities in Hungary increased to 333 in 2011 and 346 in 2014.
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1.2. The affected groups

The affected persons are mainly the young and the socially needy, the
poor, and those with low incomes. At the same time, this is also a very sig-
nificant >voting base — well over a million, according to our estimate, and it
is worth including at least some of its elements in the party programs.

Young people, especially students, are a temporary problem, not only
because no one stays young forever but also because about half of the cohorts
entering adulthood continue their education. With the targeted construction
of dormitories, the problem can be solved relatively quickly, in an organised
and especially long-lasting (!) manner. If the state does not want/cannot
spend on this, give the market more opportunities: the existence of private
colleges is not from the devil.* Several are already operating in Budapest.
Here, students who have been admitted to higher education institutions are
provided with accommodation both in the inner-city districts of Budapest and
in green areas with family houses further away from the city-centre, thus
meeting different needs.’ We believe that the opportunity could get a consid-
erable boost with some discounts.

Institutions, faculties, students (Nr.)
Institu- Fulltime  Part- Corre- Distance All

tions time spond-
ence
1937/38 16 11,747 - - 11,747 1724
1946/47 18 24,036 1216 - 25,252 .
1950/51 19 26,509 5,992 - 32,501 .
1960/61 43 29,344 1314 13,900 44,558 5,635
1970/71 74 53,821 8177 18,538 80,536 9,791
1980/81 57 64,057 8,035 29,074 101166 13,890
1985/86 58 64190 6203 28,951 99,344 14,850
1990/91 77 76,601 4737 21,049 102,387 17,302
1995/96 90 129,541 5,764 44,260 179,565 18,098
2000/01 62 176,046 8,625 110,369 295,040 22,873
2005/06 71 217,245 8,939 154,448 380,632 23188
2010111 69 218,057 3,100 96,862 318,019 | 21,495

3 One hundred thousand students graduate each year, together with other sources, roughly
the same number apply for higher education, approx. half of them need housing, this includes
approx. half a million young couples looking for an apartment, and the same number were
actually in social need.

4 Such as Grassalkovich, Sziv, Garay, Thokoly

> www.magankollegium.hu
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201112 68 218304 2756 95,325 316,385 21357

2012/13 66 214,320 2329 82,987 299,636 20,555
201314 66 209 208 1907 62,850 8331 282296 21137
2014/15 67 | 203,576 1725 59 136 7,043 | 271,480 | 21,080
2015/16 66 195,419 1716 56,629 5765 259,529 21,668
2016/17 65 190,098 1688 55196 3725 250,707 | 22,436
2017/18 64 187,084 1819 54,658 3447 247008 23 110
400000
350000
300000
250000 I I I
200000 | !
150000 i
100000 B
= alil
0 = m BB
FTIF bhorosdsssesascs8ccoTILeEe
N © O O S O O WO WO -AOBFO 6K
SIS SIS SSS S oSS S S S
FFFFFFFFF AN AN AN AN AN AN AN N AN N
Gl BB B B B B B B B
mFulltime ®mParttime ® Correspondence M Distance

Source: Office of Education (2019): Higher education statistical data, downloadable reports
- Oktatasi Hivatal (2019): Fels6oktatasi statisztikai adatok, let6ltheté kimutatasok

The same applies to the nesting program. With the added bonus that
there are no semesters here, special attention must be paid to ensuring that
the demographic processes develop favourably in the end. According to the
National Housing and Construction Office (OLEH) calculation, home build-
ing is potentially available to 200-300 thousand people.® In fact, the move-
ment of this large crowd is not visible, but it is a separate study to examine
this and propose changes professionally. The nesting programs are not meant
for life; they come in handy initially and can be an excellent transition to
creating a real family home. One of the criticisms of the current CSOK is that
it is a kind of social support labelled with the call words "family" and "having
children". The program does not solve or reduce social and social difficulties
because

Shttps://www.amiotthonunk.hu/epites-felujitas/epitesi-tanacsok/6078-feszekrako-program
14



e the money also goes to existing children, which does not increase
the number of births — Hungary's population continues to decrease;

e the rich also have money, and CSOK is especially interesting for
them since they have the necessary self-power and financial secu-
rity;

e it is not at all more accessible to get an apartment, as the market has
switched to wild capitalist mode and has fully incorporated the
amount of the CSOK subsidy into its prices.

The third affected group is the socially disadvantaged, the poor, and
those with low incomes. It is not the economic interest that is dominant here,
but the humanitarian one. The more a society can offer here, the more valu-
able it is morally.

Dimensions of poverty or social exclusion
Indicators 2005 2010 2015 2020 2021

By age group and sex

Total 15,9 | 14,1 14,5 | 12,7 121
Male 16,3 145 144 123 116
Female 15,5 137 145| 131 12,6

0-17 248 237 199 119 10,1

18-64 145 138 150 | 12,0| 123
Male 148 137 147 121 12,1
Female 142 138 153 | 119 125

65+ 9,4 49 68 156 134
Male 6,9 41 59 13 115
Female 10,8 5,4 73 17,3 146

By educational attainment

Basic level at most 245 233 250 306 261

secondary level 110 100 114 | 108 111

higher level 3,0 2,9 6,0 2,9 4,6

By the most frequent activity and sex

Employed 6,9 6,2 9,7 7,5 7,0
Male 8,1 6,9 9,5 . 6,9
Female 54 5,4 99 . 7,1

Unemployed 532 471 48,2 | 450 49,0
Male 550 494 496 . 518
Female 51,0 443 46,1 .| 457

Pensioner 14,9 45 9,2 8,9 12,7
Male 17,2 4.4 7,0 . 15
Female 13,3 47 10,2 . 134

Other inactive 246 | 229 231 20,00 235
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Male 225 214 2372
Female 258 | 23,8 23,0
By household type
Households without dependent children 10,0 89 113
Of which:
single person 17,6 159 | 174
male 247 225 209
female 14,5 12,3 15,0
younger than 65 220 222 245
65 year old or older 13,5 8,6 9,0
two adults (<65) without dependent 10,3 10,8 13,3
children
Households with dependent children 205 18,8 17,6
Of which:
single person with dependent children 388 281 37,5
two adults with one dependent child 13,8 12,0 131
two adults with two dependent chil- 18,2 13,9 13,7
dren
two adults with three or more depend- 336 354 252
ent children
In Roma and non-Roma population
Roma 54,7
Non-Roma . 13,2
By tenure status
Owner 152 134 | 138
Tenant 249 | 242 211
Without social benefits by sex and age group
Total 296 29,0 25,8
Male 30,2 298 26,0
Female 290 28,3 256
0-17 440 | 487 436
18-64 285 287 254
Male 290 285 248
Female 28,1 288 26,0
65 year old or older 13,7 8,8 9,1
Male 9,7 6,7 7,2
Female 15,9 10,0 10,3

14,1

23,6
26,1
21,8
22,6
24,6
10,9

11,1

28,2
11,1
6,6

12,1

36,4
11,9

11,9
22,5

20,6
19,7
21,5
11,9
30,1
17,5
19,6
18,6
15,4
20,6

26,0
22,3

14,8

23,8
24,8
23,1
29,7
17,4
14,2

9,2

24,8
79
4,3

12,1

33,2
11,4

11,9
14,9

19,1
18,4
19,7
22,3
19,4
18,6
20,1
15,4
13,9
16,3

Source: KSH (2021): 5.1.1.4. Relativ jovedelmi szegénységi arany nem, korcsoport, iskolai

veégzettség, gazdasagi aktivitas, haztartastipus és lakashasznalat jogcime szerint [%]
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1.3. Demand and housing affordability

In this connection, the limit values of the housing expenditure/income
(L/J) ratio following the rule of thumb are 35 and 40%, respectively.
Many housing maintenance programs use this simple indicator to determine
eligibility for participation (supplemented with other elements). It is a theo-
retical question whether there is a natural ratio between housing costs (L) and
incomes (J). In the rental housing sector, which developed during the rapid
urbanisation, the normative rule was that the rent could not be more than one
week's salary. Nevertheless, in banking practice, the 33% rule is also often
used during credit evaluations (i.e., a maximum of one-third of the house-
hold's income can be used to repay the loan). The Act of 1993 on Social
Security also set the acceptable limit of housing expenses at 35%. The United
States' Section 8 housing assistance program supports families below 30% of
the median income in that city region, and the goal is to keep their housing
expenses below 30% of their income.’

According to KSH data, in April 2019, the gross average earnings of
those employed full-time at the national economic level - at businesses em-
ploying at least five people, at budget institutions and non-profit organisa-
tions significant in terms of employment - was HUF 371,100, excluding pub-
lic employees, HUF 381,700. The average net salary without discounts was
HUF 246,800, and discounts were HUF 254,300. The gross and net average
earnings calculated without discounts increased by 9.0%, and the net average
earnings calculated with discounts increased by 9.1% compared to the same
period of the previous year.

Earnings trends, 2020 (HUF)

Altogether Without public employees
average changetothe average  change to the
monthly  previous year, monthly  previous year,

earnings % earnings %
Gross
Undertakings 372,700 1.4 373,300 11.3
Government 323,300 6.7 356,900 4.1
(Budget)
Nonprofit 309,300 11.3 328,000 7.6

"Jozsef Hegediis - Eszter Somogyi (2015): Housing affordability and social inequalities -
based on the 2015 KSH housing survey
17



Total national econ- | 356,900 10.4 367,400 9.4

omy
Of this:

public employees 82,000 0.7 X X

Net

Undertaking 247,800 114 248,200 11.3
Budget 215,000 6.7 237,300 4.1
Nonprofit 205,700 11.3 218,100 7.6
Total national econ- 237,300 104 244,300 9.4
omy

Of this:

public employees 54,500 0.7 X X

Source: KSH (2020): Gyorstajékoztatd, Keresetek 2020 januar-aprilis

Average net earnings of full-time employees without dis-

counts
name 2015 2016 2017 2018 2019

Net average earnings, HUF
Budapest 209,277 226,030 250,599 275273 294,322
Pest 148,094 159,209 | 179,887 = 198,673 @ 215,465

Central Hungary 195,966 211294 234,805 257,878 276 117
Head 154,215 | 167,597 = 190,571 @ 213,885 | 234 141
Koméarom-Esztergom 159,540 172,901 194,228 | 215,336 233,542
Veszprém 141,658 = 154,062 = 175,333 | 197,894 | 213 331
Central Transdanubia 152,226 165,284 187,305 209,677 227,995
Gydr-Moson-Sopron 169,803 182,561 204,712 226,805 241115
[ron 147,695 160,506 182,776 201,526 211659
Zala 127,085 | 137164 = 156,527 @ 172,648 @ 184,083
Western Transdanubia 153,662 165,761 187,412 207,530 220 319
Baranya 130,649 139,202 160149 179,951 190,226
Somogy 133,594 = 141,709 162,413 180,871 191,657
Tolna 148,357 | 159,972 = 183,445 202,453 @ 206,875
South Transdanubia 135,865 144,898 166,311 185,547 @ 194,647

Transdanubia 148,295 159,909 | 181,732 = 202,622 @ 216,698
Borsod-Abauj-Zemplén 124,930 133,906 153,858 173,244 181447
Fierce 147,773 | 158,956 = 182,727 @ 202,914 = 216120
Nograd 119,610 131,505 151,889 168,904 177,866
Northern Hungary 130 001 139,990 | 161103 = 180,618 190,286
Hajdu-Bihar 133,651 142,320 162,250 180,752 193,757
Jasz-Nagykun-Szolnok 127,854 | 137,504 = 160,685 178,951 = 188,248
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Szabolcs-Szatmar-Bereg 111,650 = 118,420 137,747 153,451 161,920

Northern Great Plain 124148 132,255 152,946 = 170,513 = 180,988
Bacs-Kiskun 134,751 146,091 167,486 186,666 199 158
peaceful 118,744 | 128,422 @ 146,305 163117 = 170,312
Csongrad 138,324 148,731 169,754 189,010 197 121
Southern Great Plains 131,554 142,255 162,770 181451 191177

Lowland and North 128,240 137,717 158,494 177,008 187,022
Country total 162,391 = 175,009 197,516 219,412 234181

Source: KSH (2020): 6.2.1.14. A teljes munkaidében alkalmazasban allok kedvezmények
nélkiili netto atlagkeresete a munkaltatd székhelyének elhelyezkedése szerint

An important question is what we consider housing costs. Basically,
two definitions can be distinguished: ongoing expenses related to the apart-
ment (rent, utility costsl), and expenses related to housing investment (pur-
chase, construction, renovation). Housing expenses without mortgage repay-
ments (M index1) are 22% of the family's income, and housing loan repay-
ments (M index2) are 25%. If the affordability limit is set at 40 % of income,
then 10 and 14% of families are among those who spend an excessively large
part of their income on housing, but if the limit is 30%, then 19 and 27% of
families - is involved in the problem.

Affordability of housing costs for different housing ex-
penditure/income (L/J) thresholds

27

30 35 40 %
L/] ardny kiisz&bértékei

B M index1 B M index2
Source: Hegediis Jozsef — Somogyi Eszter (2015): A lakasok megfizethetdsége és a tar-
sadalmi egyenl6tlenségek — a KSH 2015-0s lakasfelvétele alapjan
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Housing affordability problems
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Source: KSH (2018): Miben ¢éliink? A 2015. évi lakasfelmérés részletes eredményei

Analysing according to income deciles based on equivalent income, we
see that more than two-thirds of the families belonging to the two lowest
income deciles are affected by the affordability problem, 3-7. a quarter of
families belonging to the lowest income decile are affected. In contrast, 10%
of the three highest income groups are affected. As expected, the relationship
between affordability and income is close but not linear. The affordability
problem is a complex social phenomenon, but one of its most obvious con-
sequences is the arrears in the payment of housing costs. 15% of the house-
holds had some kind of arrears (rent, loan, utilities or common charges),
which is closely related to the income of the households and the affordability
problem. 36% of families belonging to the two lowest income groups had
arrears in the past year, but the proportion of arrears is high in grades 3—7.
also, among income deciles (13% on average), while in the top three deciles,
it is 4%. Interestingly, even in the highest income groups, there is a delay in
the payment of housing-related costs.

In the last 12 months, 15% of households (575,000 households) were
unable to pay rent, mortgage repayments, utility fees or common charges on
time one or more times due to a lack of funds. During the past year, 522,000
households were in arrears of utility bills at least once, and 112,000 were in
arrears of common charges. 77,000 households were unable to pay their rent
on time, and 60,000 were late on their home loan instalments. Arrears were
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more frequent in households with a low level of comfort, with several chil-
dren and with a low income. 76 % of the arrears existed for no more than 3
months, and 24 % were debts beyond three months.

It is important to note that housing estates do not have the biggest
affordability problem: in the case of single-family houses, the problem is
50% more likely to occur than in housing estates, and in the case of municipal
rental apartments, where the rents are lower and where the social role of the
state should be more prominent, the probability of the occurrence of housing
problems is twice the average.
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2. Apartment rentals and sublets

The inherited housing stock in Hungary reflects the conditions of the
recent past. Apart from the bombing of a major city (e.g. the siege of Buda-
pest) in World War II, there was no destruction of buildings (e.g. carpet
bombing) on the scale of that in Austria, Czechoslovakia, Poland or even
Germany. After the war, however, no development took place for a long time,
and the existing apartments were being cut up (separations, joint rentals, sub-
lets etc.). Due to the spectacularly deteriorating situation, large-scale housing
construction started in the sixties; the panel era quickly resulted in a spectac-
ular increase in quantity, particularly in large cities. Masses have access to
housing with a relatively good level of comfort. In this way, large demands
could be met relatively quickly — at least partially.

The concept of cheap rent disappeared with the system change. The
previous "favourable" situation was created in such a way that the maintainer,
then known as HKI (House-management Directorate), did not spend on the
renovation. Even after privatisation, this became a problem, not a small one.
Some of them have survived into the 21% century, for example, the outer
Ferencvaros or the HOs utca settlement in Budapest. There are still such in-
dicators in the countryside, for example, the old barracks (Rozalia street) in
Sopron, where even the oldest people do not even remember the idea of pre-
serving the state. People can still live in them today; of course, the price is
appropriate. There are two obstacles to their demolition: the removal also
costs money, and: where should those who have been there go to live?

2.1. Housing portfolio

What is the inherited situation? Today, there are 4.4 million dwellings
in Hungary, of which 1 million are in buildings with more than 25 flats, and
properties with four or more dwellings account for 39 % of the housing stock.
82 % of dwellings in Budapest are in buildings with more than three flats,
and this rate is 64 % in county capitals.

The number of vacant apartments is increasing; in 2001, it was 9.2%,
and in 2011 it was 10.9 %.® The regional distribution shows a significant

8 KSH (2016): Miben éliink? A 2015. évi lakdsfelmérés f6bb eredményei és A magyar
lakashelyzet https://kiszamolo.hu/a-magyar-lakashelyzet/
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deviation: 6 % in Budapest and 18 % in Northern Hungary. This telling num-
ber also shows that it is not possible to rent out the apartment everywhere;
there is simply no demand for rentals or sublets. Most of the vacant apart-
ments cannot even be sold at depressed prices, or let alone rental or sublet.
There are good quality Kadar cube houses (i.e. built in the 70s, square, mostly
with two or three rooms, around 90-100 m?) for a very modest amount, even
though they cost the same to build as their counterparts in frequented loca-
tions.

Own property vs. Rentals
Own Propert Rentals, sublets

Advantages o Equity Building o Flexibility

¢ Stability and Control ¢ Financial Predictability

¢ Investment Potential o Lower Upfront Costs

o Tax Benefits o Landlord Responsibility
Disadvantages ¢ Financial Commitment e Lack of Equity

¢ Maintenance Respon- e Limited Control

sibility e Rent Increases
e Market Fluctuations e Temporary Living Situa-
tion

Source: own compilation

One of the primary advantages of owning property is the opportunity
to build equity over time. Mortgage payments contribute to ownership, al-
lowing for potential financial gains in the long run. Property ownership pro-
vides stability and a sense of control over one's living space. Homeowners
have the freedom to make structural changes, decorate as they wish, and es-
tablish a lasting residence. Real estate often appreciates in value over time,
presenting an opportunity for homeowners to build wealth through property
appreciation. Additionally, the property can serve as an investment with po-
tential rental income. Homeownership may come with tax advantages, such
as deductions for mortgage interest and property taxes, providing financial
relief for homeowners.

On the other hand, owning property requires a significant financial
commitment, including a down payment, mortgage payments, property
taxes, and maintenance costs. This can be a barrier for some individuals.
Homeowners are responsible for the upkeep of their property. Maintenance
costs, repairs, and renovations can add up in terms of time and money. Real
estate markets can be unpredictable, and property values may fluctuate due
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to economic conditions. Economic downturns can impact the value of owned
properties.

The rent provides flexibility for apartment rentals, allowing individuals
to easily relocate for work or personal reasons without the commitment of
selling a property. Tenants often have fixed monthly payments, providing
financial predictability without the concerns of unexpected maintenance or
repair costs. Renting typically involves lower upfront costs compared to pur-
chasing a property. There is no need for a substantial down payment, making
it more accessible for individuals with limited savings. Tenants are not re-
sponsible for major property maintenance or repair costs. Landlords bear
these responsibilities, offering convenience to tenants.

Unlike property owners, tenants do not build equity. Monthly pay-
ments contribute solely to occupying the space without potential long-term
financial gains. Tenants have only limited control over the property. They
may be subject to rental restrictions and unable to make significant altera-
tions or improvements without landlord approval. Rental costs are subject to
periodic increases depending on the terms of the rental agreement. This lack
of cost stability can be a disadvantage for long-term financial planning. Rent-
ing or subletting often implies a temporary living situation. This lack of per-
manence can be a drawback for individuals seeking a permanent home.

In weighing the advantages and disadvantages of owning property ver-
sus renting or subletting, individuals should consider their financial situation,
lifestyle preferences, and long-term goals to make an informed decision
aligned with their needs.

2.2.Rentals, Sublets

The geographic distribution of the rental and sublet market is very
heterogeneous. It is almost only in large cities and the capital. After all, why
would someone rent permanently in a small village in Nograd or Szabolcs,
where people can buy a complete house in good condition for 1-2 million,
even in instalments? The leaders of the housing market are large cities, espe-
cially university cities and those where the demand for qualified labour in
terms of quantity, but above all in quality, exceeds the local supply. This is
the case everywhere in the world. The smaller the settlement, the smaller the
demand.
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The proportion of inhabited apartments is 87%, i.e. 13% of residential
properties are unoccupied. In other words, there are 3 million 854 thousand
inhabited apartments, and at least 8-9% of the residents live in a rental, i.e.
there are about 300,000 rentals in Hungary, calculated with the average
household size (2.36); this means about 700,000 people. (According to the
2011 census, 668,000 people rent and 108,000 people under other legal titles:
usufructuary, preferential housing use, etc.) The accurate picture includes the
fact that foreigners occupy 10 % of rental properties; in Budapest, this ratio
is 20 %. Among the rental apartments, there are many panels, clearly domi-
nant in county seats (59 %) but also significant in Budapest (20 %).

The residents in apartments, according to the legal title

0% 20% 40% 60% 80% 100%
m Property = Rental, sublet = Other

Source: KSH (2012): 4.3 A lakasok lakoi a lakés hasznalati jogcime szerint

The prices also change accordingly. The bigger the city and the more
university students it has, the more expensive the rental is. As a result, Bu-
dapest is the most expensive, and there are already Western European prices
on the market, with the significant limitation that the wallets of apartment
seekers are not Western European. In addition to what was already men-
tioned, this is also why state intervention is needed. In some cases, the gap
between the wages of state-municipal housing and those on the market is
large; it is fully justified to bring the two to the same level, or at least to
approximate them, given that the support for those in need is obviously sig-
nificantly greater than the former. The more such apartments are built from
the former, the easier it is for the state to keep rent market prices under con-
trol. You just have to get this far.

What are the characteristics of the rental people are looking for? What
are they looking for in general? In terms of time, they are usually one or two
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years near contracts and universities; 9-10 months is typical for students. In
the latter, there is more of a break for the summer, and the payment of two
or three months' extra (unused) rent is significant. Multi-year agreements are
rare; with these having a more significant discount, the price is fixed, i.e. the
effect of inflation does not apply. Luxury apartments are a separate category;
foreigners usually rent them, and the price is unique, but so is the standard.
There are few of them; they do not even makeup half a per cent of the rental
market. With the openness of the foreign market, the demand for this is also
increasing. The market does not value the unique features of the apartment
for rent. For example, we mention a property for rent in Budapest, where the
house's builder was a minister who fought for freedom in 1848/49, so it was
initially built as a bishop's palace, with the corresponding level of sophisti-
cation. Its designer was one of the best architects of his time, the deputy of
the greatest master of the Viennese Art Nouveau, Otto Wagner, the dreamer
of Vigadod in Buda, etc. — the price has not become more, as they say: there
is no need for this anymore.

The technical condition of rental apartments essentially reflects the en-
tire housing stock. Regarding the latter, we know that more than a quarter of
them (according to the profession, 25-30 %) need immediate renovation, the
reason for the delay being "only" the issue of money. There would also be an
opportunity for state intervention here: for example, those who take rentals
at discounted rates would receive discounts. The cost of renovation and mod-
ernisation is significantly lower than that of a newly built apartment, not to
mention the profit over time. Many apartments - the vast majority - are not
in such bad condition that they should be demolished. Almost every apart-
ment can be equipped with adequate heat protection (insulation), in some
cases with favourable energy consumption (solar panels, windmills), and in-
telligent, smart solutions. In the West, this is now a widespread form of ren-
ovation, which could otherwise be one of the solutions for starting the nesting
of young people. Another aspect of financing is that it pays for itself after a
while by reducing overhead costs. The connection with the rental construc-
tion is almost simple.

Their comfort level is below average, which means that, for example,
in rental apartments in the capital, only two-thirds of the city's housing stock
is of overall comfort, while three-quarters of the total of the housing stock.
In villages, one in five rental dwellings is semi-comfortable or uncomforta-
ble. In the latter, 12 % of rental apartments do not even have a bathroom;
therefore, the rental fee also corresponds to this. The question remains: is
there anything lower?
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According to the MNB survey,” 84% of Hungarian households owned
real estate in 2017, far more than the European average. Due to the historical
background, such a high proportion of private property is typical of the for-
mer vassal territory everywhere. That is, in terms of number and quantity,
there are quite a lot of apartments. If we take into account the expected de-
mographic changes, an increasingly favourable housing picture is emerging,
even if the current housing construction frenzy slows down. So, should it be
built?

The fundamental reason for the current rental situation is not the lack
of housing but the poverty of society. Plenty of apartments are on the market;
for example, only www.startlak.hu presents 1,923 apartments for rent in Bu-
dapest. There would also be demand; there is a problem with solvency. The
Hungarian rentals are expensive, primarily because they are not used by the
top 10,000. It can be said without exaggeration that 99 % of the people living
in the rental in Hungary chose this solution due to some kind of compulsion,
i.e., all of them are in need. It should be treated that way.

More and more people are looking for and offering apartments online.
The last 20 years have drastically reorganised the world of classified ads.
Computer IT knowledge is mandatory for students, as all applications and
knowledge readings are online. Many companies specialise in advertising,
and of course, they ask for a price typically equivalent to the first month's
rent. In return, however, the searcher must only look at an already selected
selection. What is essential is that the modern solution did not make the rental
market cheaper.

Most tenants (57 %) live in the apartment with their family or partner.
In a third (32 %) of the rented apartments, the tenant lives alone; this propor-
tion is higher in Budapest (37 %) and lower in smaller municipalities. In the
capital and the county seat, it is more common for students and friends to
rent an apartment together, while in smaller settlements, it is more common
for colleagues to share an apartment.

%https://piacesprofit.hu/gazdasag/no-a-sakadek-a-lakastuidornosok-es-a-berlok-kozot/
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Reason for renting an apartment
He could not He doesn't want

stay in his " toownan

previous apartment, he
apartment or / prefers to rent;
place of
residence (e.g.
it was sold); 9%
Marriage,
relationship,
moving in
together; 10%
Moving away
from parents,

3%

Family reasons

; (divorce,
becoming separation,
independent; etc.); 15%
12%

Source: KSH (2018): Private apartment rental, rents - main results of the 2018 rent survey

The primary reason individuals choose to rent an apartment is related
to their workplace, accounting for a substantial 28 % of cases. Family rea-
sons, including situations like divorce or separation, contribute significantly
to the decision to rent, representing 15 % of instances. Studies emerge as
another key factor, with 13 % of individuals opting to rent an apartment for
educational purposes.

Approximately 12 % of people choose to rent to move away from their
parents and achieve independence. Marriage, relationships, or the decision to
move in together account for 10 % of the cases where renting is the chosen
housing arrangement. Meanwhile, 9 % of individuals find themselves in a
position where they cannot continue to stay in their previous residence, per-
haps due to it being sold or other unforeseen circumstances.

A comparable 9 % of renters stated that they prefer not to own an apart-
ment, indicating a preference for the flexibility and convenience offered by
renting. Finally, a smaller percentage, 3 %, expresses this choice as a delib-
erate preference for renting over ownership.
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One-quarter of the respondents live in a rented apartment because of
employment. Their proportion is higher in larger settlements, 37 % in Buda-
pest.!” Currently, the price of a room for rent in Budapest starts at HUF
30,000, and for an apartment over HUF 100,000 in the city centre (typically
the V. district, but this includes the inner part of Buda, the mountains,
Ujlip6tvaros, etc.) they start at HUF 200,000.!" According to ingtalan.com,
from January 2014 to March 2019, the average rent per square meter of apart-
ments for rent increased by 54 % to HUF 3,200 in Budapest and by 48 % to
HUF 1,833 in large rural cities.'? The national average - in October 2018 —
was HUF 80,000. This does not include apartment maintenance costs for
most tenants (89 %).

2.3.Rental fees, prices

By the mid-2010s, not only housing prices but also rental prices sky-
rocketed, and it is expected that after the announcement of the point limits
for the 2019/20 university academic year (July 25, 2019), there will be a fur-
ther increase of 10-20 %, since about a third of the subtenants are university
students who, due to the scarcity of family funds, have no other housing so-
lution (their own apartment) due to lack of capital, there are few dormitories.
In August, it will feel perfect. According to KSH data,'? last academic year,
a total of 202,278 students took part in higher education during the day (this
number includes all higher education from OKJ courses to doctoral schools),
and of the 48,000 new entrants, 28,500 started their studies as first-year fresh-
men. Most of them need a roof over their heads because they are away from
home, and they are the ones who throw the apartment market in a big wave
every year. This is the case even if, due to the nature of the matter, the number
of those who leave - they have a small gap - is approximately this much.

The study conducts a national review of rental fees and prices and then
examines the values in some large cities. Smaller villages are left out of the
analysis because what rent could be requested here, and from whom? Obvi-
ously, if the local infrastructure, job opportunities, etc., changed, the demand
would also be different, but national solutions for this would take a long time

10 KSH (2018): Maganlakésbérlés, bérleti dijak —a 2018. évi lakbérfelmérés fébb ered-
ményei

' www.nlc.hu/avan/20180807/alberlet-arak
https://piacesprofit.hu/gazdasag/no-a-sakadek-a-lakastuidornosok-es-a-berlok-kozot/
Bhttps://www.vg.hu/vallalatok/ingatlan/komoly-gondban-az-alberlet-kereso-egyetemistak-
1008476/
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and a lot of money, and there is an uncertain future in the increasingly ageing
villages. At the same time, it is a non-negligible tool for maintaining the
countryside. Currently, with the exception of one or two tourist destinations,
there is no demand for this type, and it is not expected that there will be in
the near future. Thus, the capital and the large cities remain with small apart-
ments.

According to experts, the rise in rent (87% in 5 years, i.e. between
2013-2018!) can hardly be stopped without state intervention. The current
state housing policy only focuses on the acquisition of one's own property.
13-19% of households had utility debt outstanding for more than 60 days,
partly because they had to choose between paying utilities or instalments.
This includes not only Swiss franc borrowers but also the poor people (alt-
hough the formers are already poor) who live in small villages without job
opportunities or as public workers. Solution at this time — none.

In November 2018, the KSH conducted its rent survey in more than
500 local governments on a representative sample covering the entire coun-
try. When determining the average rental fees, they relied on the data of 79%
of the respondents, for whom the fee did not include utilities.

Nationally

About 1 million people in Hungary's housing market struggle with
rental prices.!* The largest group of tenants are those who live in a family or
partnership relationship; according to the KSH survey, this is 57 % of ten-
ants.' It is also noteworthy that in one-third of rented apartments (32 %) the
tenant lives alone. Two-thirds of the rental apartments are fully or partially
furnished (64 %). The desired rental apartment has good transport links but
is in a quiet location, and, of course, the price is favourable. These include,
if not primarily, rental apartments in large cities close to universities. The
level of furnishing is — surprisingly, but it seems — only a secondary issue.

In some cases, housing was connected to the tenant's employment re-
lationship, and it also happened that the employer entered into a long-term
contract with the owner of the apartment where he housed his employees.
For 89% of the respondents, the rent did not cover any apartment mainte-
nance costs. If it did, it most often included the standard cost and the water

14 https://24.hu/belfold/2019/01/25/alberlet-ures-onkormanyzati-lakas-budapest/
15K SH Statistical Mirror June 25, 2019
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and sewerage fee (6.7 % and 5.4 %, respectively). The cost of heating was
included in the rent in 4 % of cases, and other items, such as the price of hot
water, were even less often included in the rent. 79 % of all respondents paid
purely market rent, which did not include utilities or discounts.

Evolution of the national average rental price (m%* HUF)
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Source: Based on https://www.ingatlannet.hu/statisztika/; the nominal price (green) shows
current prices in forints per square meter, while the real price (blue) is the inflation-adjusted
value of the nominal price
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Distribution of rents
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The average calculated on real estate portals is HUF 106,000, meaning
there are bargains and discounts at the time of sale. Many factors matter here:
trust, familiarity, length of rental period, etc. Almost half of the tenants got
in touch with the apartment owner with the help of relatives and friends, and
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31% of the tenants found an apartment on websites specialised in real estate
advertising. Today, the Internet is the primary source of creating a rental re-
lationship. There are more and more portals and companies specialising in
the mediation of apartment rentals; there really is something to choose from.
Another question is that this does not affect the prices. The national average
rent was HUF 63,000 in the former and 106,000 in the latter. According to
KSH's analysis, the most important factor in the difference between the two
is probably trust because personal contact reduces the risk of renting out an
apartment. According to ingatlan.com, nearly 16,000 properties are currently
offered for sale.

Large cities

Market rental apartments are concentrated almost exclusively in large
cities, and there are also in multi-apartment buildings. Mainly, smaller apart-
ments are rented out; according to KSH, their average size is 56 m?, and more
than half of them have two rooms; in the case of large hotels, the average size
is slightly larger at 81 m?. According to the KSH survey, 39 % of all rented
apartments were in Budapest, another 30 % were in county seats, and only
less than a third were in other cities or villages. In Budapest, 41 % of rental
apartments are located in city apartment buildings, 20 % in housing estates,
and 35% in other, mainly non-green belt, multi-apartment buildings.

The proportion of rented apartments according to the
population of the settlement
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Source: KSH (2016): Miben ¢éliink? A 2015. évi lakasfelmérés fobb eredményei

33



From the KSH graph above, it is clear that rental apartments now rep-
resent a noticeable proportion not only in the capital but also in larger county
seats and cities with county rights. It is also close to 8-10 % for the latter.
The following graph also confirms this correspondence.

Number of renting residents by type of settlement

Other cities, 167 582

County seat, city with
Capital, 209 966 county rights, 207 280 Villages, large villages, 83 405

KSH (2020): 4.3 A lakasok lakdi a lakas hasznalati jogcime szerint

Almost two-thirds of tenants rent apartments in the capital (31 %) and
the county seat, cities with county rights (31 %), 25% in other cities and only
12 % in villages.

Rental prices in the largest cities (m?, HUF)
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Compared to Budapest and the national average, prices are lower in
large cities. The difference is almost twofold in favour of the capital for one
square meter. Among the county seats and large cities, the price increase is
more significant where there is either significant industrial production and/or
a larger number of students. Both maintain or may even increase demand,
which drives up prices. Hungarians and foreigners looking for jobs in Buda-
pest and the large cities and living in other counties are increasing the number
of tenants, which also counteracts the decrease in fees.

The average rental in the largest cities (m?, HUF)
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In the countryside, the offer is slightly more favourable: in Debrecen,
the market was at HUF 100,000, in Szeged at HUF 85,000, and in Pécs at
HUF 90,000.
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In the largest cities, the average rental price and average

net income
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Source: Own compilation by KSH (2019): 6.2.1.14. A teljes munkaidében alkalmazasban
allok nett6 atlagkeresete a munkaltatd székhelyének elhelyezkedése szerint és az
https://www.ingatlannet.hu/statisztika/ alapjan

It is worth comparing the average rental price with the regional
(county) average income since, in most cases, households finance housing
maintenance from local income. (The exception to this is young people who
continue their studies with parental support in another settlement.) In most
cases, half - two-thirds of the average net income per person is the aver-
age rental price. This far exceeds the limits following the rule of thumb
accepted in statistics: 35 and 40 %, respectively. The fees, therefore, take
more than half of the earnings: in large cities, the tenant have to pay HUF
130,000 for a rental on average, while the average net income is around HUF
200,000. The costs of apartment maintenance must also be added to this:
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Rental prices in Budapest (m?, HUF)
According to statistics
in the capital, apart- =
ment rental prices de-

4,000

creased after the fi-

nancial crisis, alt- s M
hough they were still  \ N\

the highest nationally. \/A,_\,/\ﬂ,\._:ﬁ

From 2013, the rise o
became sharper; in
2015, it crossed the

3,00Q mark, which " M[%
continues to grow, ap- ooe  2ms 2008 200 2m2 2014 2me 2ote
proaching HUF 4,000.
Statistics per square meter
Average m*  Average m? Lowest m? price Highest m? price
price
93 3,838 1290 4,505
Real estate statistics
Average price Lowest price Highest price
177,380 10,000 1,000,000

Based on https://www.ingatlannet.hu/statisztika/Budapest; the nominal price (green) shows
the current prices in forints per square meter, while the real price (blue) is the inflation-
adjusted value of the nominal price.

The average apartment rent in the capital was HUF 160,000 in mid-
May, corresponding to a 7% increase in price per year. In July, it had already
risen to HUF 177,000. The cheapest district in Budapest is XXIII, where the
average rent is HUF 100,000. The average was HUF 120,000 and HUF
128,000 in the XX and XXI districts, respectively. The prices were the high-
est in the mountainous districts of Buda (146,000 forints on average), which
can be partly explained by the high price of 2,397 forints per m?, and partly
by apartment sizes exceeding the national average (56 m?). In the inner dis-
tricts of Pest, a rental costs an average of HUF 125,000, according to the
KSH compilation. Rents in Budapest are close to one and a half times the
national average.

In 2019, Budapest's average monthly apartment rent was HUF 160-
165,000; in the city centre, HUF 200-240,000; and in the XIII district, HUF
158,000. According to ingtalan.com, the current average prices are 7-8%
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higher than last summer. Typical prices exceed the average price by up to
20-40%, especially in the inner city. We add that, in addition, the apartment
hunting season after university admissions begins in August each year when
the landlords can expect a further increase in demand, which is not in the
direction of a decrease.

It is mainly the market that can prevent further increases in apartment
rents. According to several intermediaries, a slowdown in price increases can
be observed in the inner city, where prices have already reached the ceiling.
In some outer districts with less good transport connections and worse than
average services, the price increase is below average, while in the sought-
after VIII, IX, XI, and XIII districts, the price increase was 3-5 % compared
to 2018. Nearly 12,000 new apartments will be built in these districts this
year, of which approx. 35-40% may appear on the rental market, which may
slow the rise; stagnation is also conceivable in the medium term. However,
it will only decrease if the expansion of the supply continues at the current
rate. !

Average monthly rent and change of 20-100 m? flats for
rent in Budapest by district (thousand HUF/month;%)
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*Mester Nandor (2019): The entire Hungarian sublet market would collapse - Will rents
be frozen here as well? in Portfolio, June 21, 2019
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Average monthly rents and number of inquiries per 100
real estate ads in the capital
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The demand is adjusted to the price level; the cheaper rentals (XXIII,
XX, XXI, XVII districts) attract twice as many people as more expensive
ones but three times as many. This is true even if the location is further away
from the city centre, although many people are looking for housing close to
the workplace and larger employers in the capital's outer district.

The average monthly rent of apartments for rent in large
cities (thousand HUF/month)
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In large cities, the situation is not the same as in Budapest; in Miskolc,
for example, demand has increased by more than 60 %, supply has almost
doubled, and rents have jumped by 14 % to HUF 85,000. "In Miskolec, supply
was very tight a year earlier, so even though it expanded significantly, strong
demand pushed up prices from a low starting point," the expert said. In Gydr,
there were 20 % fewer apartments to choose from this year, while demand
has also increased by almost 70 %. As a result, average rents have risen by
10 % annually to 110,000 forints. In Debrecen, the average rent increased by
11 % to HUF 100,000; in Szeged, it increased by a more modest 6 % to HUF
95,000. Among the rural university cities, demand in Pécs increased by 17%
and supply by 14%, while the average rent decreased by 15 % to HUF 90,000
compared to a year earlier. In the countryside, the highest rent levels were
found in the West Transdanubian county towns, at HUF 81,000. In the rest
of the country, especially in small settlements, rents were often below HUF
50,000 per month. Rents in the larger university cities were higher than in
the region, with examples such as Debrecen (HUF 1,460), Gyér (HUF
1,675), Miskolc (HUF 1,115), Pécs (HUF 1,665) and Szeged (HUF 1,376) in
autumn 2018.

Rental prices in Debrecen (m?, HUF)
Apartment prices in Debrecen ...

have doubled over the pastten
years, the price of HUF 1,000

m?, but it is still close to HUF m o W M
2,000. Although the financial N MM“‘“"’"”

LU
crisis between 2010 and 2015 ; N

measured growth.
i‘::—'_iu:ue:::":zuﬁtﬁ\“"%ﬁm 2018 2018

Statistics per square meter

Average m*  Average m? price Lowest m? price Highest m? price
67 1964 909 2 467
Real estate statistics
Average price Lowest price Highest price
106,959 12,000 1,000,000

Based on https://www.ingatlannet.hu/statisztika/Debrecen; the nominal price (green) is the
current price in forints per m?, and the real price (blue) is the inflation-adjusted value.
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Rental prices in Szeged (m?, HUF)
A similar trend can be ob- .,
served in Szeged: After the
swing in 2010, prices did not

settle until 2017. As aresult of = ﬂ
the process, by 2019, prices .. [ m%:%

above HUF 2,000 per square i

meter should be expected.
0
i'—' EIEIG_“_’EFEI:S_-Q’I‘ZT;‘\D 2012 2014 ‘m—%

Statistics per square meter

2,000

Averagem?  Average m?price  Lowestm2price Highest m? price
91 | 2010 | 1433 | 2317
| Real estate statistics
Average price Lowest price Highest price
85,027 10,000 890,000

Based on https://www.ingatlannet.hu/statisztika/Szeged; the nominal price (green) is the
current price in forints per m?, and the real price (blue) is the inflation-adjusted value.

Rental prices in Miskolc (m?, HUF)
Subletting in Miskolc shows a
more moderate  increase,
which is why the prices still
do not approach the excep- 'E / \ A
tional peak of 2009 and 2010. "~ / A Nl WM
In the last ten years, the rate of "™/ 7 ™\ ‘\;',W
increase has been close to in-

3,000

2,500

500

flation. ’
Statistics per square meter
Average m*  Average m?price Lowest m? price Highest m? price
64 | 1813 | 0 1632
| Real estate statistics
Average price Lowest price Highest price
85,942 10,000 930,000

Based on https://www.ingatlannet.hu/statisztika/Miskolc; the nominal price (green) is the
current price in forints per m?, and the real price (blue) is the inflation-adjusted value.
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Rental prices in Pécs (m? HUF)
In Pécs, the average rent ex-
ceeded HUF 2,000 in 2017.
Compared to the crisis, a M
smaller degree of settlement .
can be observed. However, - /\J “.’w\mf‘w‘f
the strengthening seen at the )
beginning of 2019 was only

temporary.
%m’ﬁ:t*b;n\n{'r{h‘ﬁn 2012 2014 ﬂ\‘%
Statistics per square meter
Average m*  Average m? price Lowest m? price Highest m? price
59 | 2193 | 0 | 2413
| Real estate statistics
Average price Lowest price Highest price
90 331 10,000 1,000,000

Based on https://www.ingatlannet.hu/statisztika/Pécs; the nominal price (green) is the cur-
rent price in forints per m?, and the real price (blue) is the inflation-adjusted value.

Rental prices in Gyor (m?, HUF)

Gydr is a typical example of

how the town's economic de-

velopment in the automotive =

industry and the limited sup-

ply drove up rental prices. The eIt
extreme values show a three- ., Ay
fold increase. i

istics per square meter

Average m* = Average m? price Lowest m? price Highest m? price
84 2463 1136 3,013
| Real estate statistics
Average price Lowest price Highest price
128,895 10,000 888 888

Based on https://www.ingatlannet.hu/statisztika/Gy0r; the nominal price (green) is the cur-
rent price in forints per m?, and the real price (blue) is the inflation-adjusted value.
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Rental prices in Kecskemét (m?2, HUF)
The same can be observed in
the case of Kecsekemét. With
the advent of the automotive

industry, rents rose two and a A ) M
half times, especially from ™ \WM

3,000

2017 onwards, a steeper in- M
crease.
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~2G0E—— — 208" 2010 202 2014 2016 2018

Statistics per square meter

Averagem?  Average m?price  Lowestm2price Highest m? price
109 2427 | 888 | 2642
| Real estate statistics
Average price Lowest price Highest price
120,847 10,000 900,000

Based on https://www.ingatlannet.hu/statisztika/Kecskemét; the nominal price (green) is the
current price in forints per m?, and the real price (blue) is the inflation-adjusted value.

Rental prices in Szombathely (m? HUF)
In Szombathely, the increase

is four times compared to the
years 2008-2009. The fall of

2012 was considered an out- ?n:: . )
standing period, which sud- — QW r
denly returned to the real = :

value, but since then it has =

continued to rise. !

Statistics per square meter

3,000

Average m*  Average m? price Lowest m? price Highest m? price
77 | 2,085 1232 | 2,400
| Real estate statistics
Average price Lowest price Highest price
103,990 12,000 687,500

Based on https://www.ingatlannet.hu/statisztika/Szombathely; the nominal price (green) is
the current price in forints per m?, and the real price (blue) is the inflation-adjusted value.
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2.4. Effects

High rental prices force the demand side to try to buy a temporary
apartment. It is definitely worth it: the apartment price is expected to go up
within a few years, and there is no rent, which are factors that make the apart-
ment seeker think about buying an apartment even with a loan. The problem
is with those whose wallets do not allow it. This is the majority.

The proportion of people living in rental in Hungary

2008 2009 2010 2011 2012 2013 2014 2015 2016

@ cCsokkentett sron @ Piaci dron

*Black: reduced price, Blue: market price
Source: Eurostat (2018): Rentals

According to the KSH time series data, in 2017, 5.2 % of households
rented the property they lived in at the market price, while in 2011, their share
was only 3.6 %. At the same time, the proportion of non-market tenants -
those living in social, municipal rental apartments - has practically not
changed: it increased from 3.5 % to only 3.8 % in six years. At the same time,
the proportion of households living in their own property decreased some-
what - from 87.6 % to 85.2 %.!”

In addition to the rental fee, the deposit is not to be neglected. Typi-
cally, a 2-4 month pass fee is returned at the end but must be paid at the time
of departure and used for the duration of the pass. In the West, this is signif-
icantly higher and clearly serves the purpose of ensuring that the apartment's

17 Egyre népszeriibb az albérlet
https://www.vg.hu/vallalatok/egyre-nepszerubb-az-alberlet-738849/
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condition does not deteriorate, as the repair costs far exceed domestic costs
due to the high hourly wages. This is also a severe aspect for Hungarian ten-
ants since — as already mentioned — most of them come from the lower dec-
ade.

However, in most cases, the rental price does not include utility costs,
etc. The affordability of housing maintenance expenses deteriorated from
2003 to 2010 and then improved by 2015, so that in 2015, households spent
the same proportion of their income on housing maintenance as in 2003, an
average of 22 %.

The price increase affects almost only those with little money, those
who are forced to choose this form due to a lack of other solutions. It is luck
in misfortune that, in the meantime, a whole industry has emerged on the
supply side: due to the low bank interest rates, an increasing number of in-
vestors choose this form since the growth of their savings here is an order of
magnitude more favourable than bank structures. According to the KSH '8,
anyone who bought an investment apartment at the beginning of 2017 could
realise a return of around 8 % in one year. After deducting the owner's costs
(maintenance, vacancy, etc.), 5-7 % remained. This clearly exceeds the yield
of the best government bond, and there is none better in its category on the
market. The only problem is that only the top 100,000 have the opportunity
to do so - only 1%.

In the rent vs. own home battle, renting is currently underperforming.
With low base rates (currently 0.9 %) and poor banking conditions, people
increasingly withdraw their savings from financial institutions and buy a
home as an investment. Here is a statistic: in the prime areas of Budapest, on
average, one in three apartments is already rented out.!” This market segment
exists to such an extent that even foreigners have taken a bite. In other words,
they buy run-down apartments cheaply, renovate them to a high standard,
and rent them out. This form is becoming increasingly widespread, especially
as this group of investors finds the other half of the market, the cash-rich
tenants.

In addition to the current prices, if someone has the willpower, it is
much more worthwhile to buy their own property because the repayments of

18 Rentals in Budapest are one and a half times more expensive than the national average.
HVG June 25, 2019
https://hvg.hu/gazdasg/20191625-Budapesten-masfelszer-dragabb-az-alberlet-az-orszagos-
atlagnal

19 https://piacesprofit.hu/kkv_cegblog/kedvezobbek-lettek-a-lakaskiadas-adozasi-feltetelei/
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bank loans are lower than the rental prices - many people, such as Laszlo
Balogh, the leading economic expert of ingtalan.com, argue. We largely
agree with this; the only problem is that such an opportunity is only given to
the richest. For a loan of 15 million taken out for 20 years, the debtor would
have to pay approximately HUF 80,000 in monthly instalments. Another in-
crease is expected in a few weeks. Due to the arrival of new university stu-
dents, the rental market in university towns is booming, where demand has
already increased significantly. This year, 70 % more people are looking for
an apartment in the capital, 60 % more in Miskolc, and 17 % more in Pécs.

2.5.EU comparison

The choice between owning or renting a house or flat varies signifi-
cantly among the European Union (EU) Member States.

Share of people living in households owning or renting
their home, 2021 (%)

European Union

Romania
Slovakia
Hungary
Croatia
Lithuania
Poland
Bulgaria
Latvia
Malta
Estonia
Czechia
Portugal
Slovenia
Spain
I[taly
Greece
Belgium
Luxembaourg
Finland
Netherlands
Ireland
Cyprus
Sweden
France
Denmark
Austria

Germany

Norway
Switzerland
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Source: Eurostat (2021): House or flat — owning or renting (https://ec.europa.eu/euro-
stat/cache/digpub/housing/bloc-1a.html)
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In 2021, a substantial majority, 70% of the EU population, resided in
households where homeownership was prevalent, while the remaining 30%
opted for rented housing. The highest rates of homeownership were notably
observed in Romania (95 %), Slovakia (92 %), Hungary (92 %), and Croatia
(91 %). In all Member States except Germany, homeownership was more
prevalent. In Germany, slightly over 50 % of the population leaned towards
renting. Austria (46 %) and Denmark (41 %) followed suit in favour of rent-
ing.

Type of housing in cities or rural areas, 2021 (as % of the
total population)

European Union

Ireland
Netherlands
Belgium
Croatia
Cyprus
Hungary
Slovenia
Denmark
France
Romania
Finland
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Bulgaria
Portugal
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Slovakia
Sweden
Czechia
Italy
Greece
Malta
Germany
Lithuania
Estonia
Spain
Latvia

Norway
Switzerland
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Source: Eurostat (2021): House or flat — owning or renting (https://ec.europa.eu/euro-
stat/cache/digpub/housing/bloc-1a.html)

The preference for living in a house or a flat also varies across Member
States and is influenced by factors such as urban or rural residence. In the EU
in 2021, 53 % of the population opted to live in a house, while 46 % chose
to reside in a flat (with the remaining 1% residing in alternative accommo-
dations like houseboats or vans). Ireland led with the highest share of the
population preferring houses (90 %), followed by the Netherlands (80 %),
Belgium, and Croatia (both 77 %), noting that terraced houses are included
in this classification.
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Houses remained the more prevalent choice in two-thirds of the Mem-
ber States. Conversely, flats were most common in Spain (66 %), Latvia
(65%), Estonia (61%), Lithuania (59 %), Greece, and Malta (both 57 %).

In urban settings, 71 % of the EU population favoured living in flats,
while 28 % opted for houses. In towns and suburbs, the proportions shifted,
with 58 % residing in houses and 41 % in flats. In rural areas, the majority
(83 %) preferred houses, while only 15 % opted for flats. This nuanced anal-
ysis underscores the diverse housing preferences across different regions and
provides insights into the dynamic choices made by individuals across the
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Eurostat (2020): Housing statistics. https://ec.europa.eu/eurostat/statistics-explained/in-
dex.php?title=Archive:Housing_statistics

Nearly a quarter (24.9 %) of the EU-27 population resided in owner-
occupied homes with a mortgage or loan, while over two-fifths (45.1 %) lived
in owner-occupied homes without a loan or mortgage, as illustrated in Figure
2. Consequently, 70.0 % of individuals in the EU-27 lived in owner-occupied
dwellings, while roughly one-fifth (20.8 %) were tenants paying market-
price rent, and approximately one-tenth (9. 3%) were tenants in reduced-rent
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or free accommodation. Across all EU Member States in 2018, more than
half of the population lived in owner-occupied dwellings, ranging from
51.4% in Germany to 96.4 % in Romania. In contrast, Switzerland stood out,
where 57.5 % of the population were tenants, surpassing the number of peo-
ple living in owner-occupied dwellings. In the Netherlands (60.5 %) and
Sweden (51.7 %), over half of the population resided in owner-occupied
dwellings with a mortgage or loan; a similar situation was observed in Ice-
land (63.9 %) and Norway (60.1 %).

The proportion of people living in rented dwellings with a market price
in 2018 was less than 10.0 % in 11 EU Member States. Conversely, approx-
imately two-fifths of the population in Germany (40.8 %) and Denmark (39.4
%) lived in rented dwellings with market price rent, along with over one-
third in Sweden (35.0 %), nearly three-tenths in the Netherlands (30.2 %)
and Austria (29.7%), and around one-fifth in Luxembourg (23.4 %), Greece
(21.3 %), and Belgium (19.4 %). Switzerland had an even higher share, ex-
ceeding half (51.1 %). The share of the population residing in dwellings with
a reduced price rent or occupying a dwelling free of charge was less than
20.0 % in all EU Member States and the eight non-member countries for
which data are provided.

Housing cost overburden rate, analysed by tenure status

Owner-oc-
Owner-oc-  cupied, no
cupied, outstanding Tenant,
with mort-  mortgage or ~ Tenant, rent at re-
Total gage or housing  rentat mar- duced

population loan loan ket price  price or free
EU-27 9,6 4 55 25,1 10,2
EA-19 9,8 4 45 249 10,1
Belgium 8,9 1,2 1,6 34,8 14,4
Bulgaria 17,9 6,3 16,7 50,1 20,3
Czechia 78 25 41 27,9 10,2
Denmark 14,7 5,2 71 289 :
Germany 14,2 8,6 8,6 20,9 16,1
Estonia 4 2 2,7 25,5 6,6
Ireland 34 1,2 1,2 14,3 5,2
Greece 39,5 29,2 29 83,1 8,6
Spain 8,9 3,5 2,6 38,1 10,1
France 4,7 O 06 14,9 8,9
Croatia 5,1 1,1 4,9 32,1 6,5
Italy 8,2 et 2,6 29,1 8,3
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Cyprus 2
Latvia 6,7 9,6 58
Lithuania 5.6 2 4,9 30,9 13,6
Luxembour 9,6 1,5 2,3 29,3 242
d 9,6 8,3 59 46,9 :
03 121 AT

Malta 1,7 2,1

Netherlands 94 2,2 4 25,6 78
Austria 6,8 2,6 24 145 78
Poland 6,2 6,2 51 26,4 6,6
Portugal 57 2 25,8 49
Romania 10,3 _ 97 46,3 20,5
Slovenia 4,9 2,8 21,7 6,4
Slovakia 4.1 1,9 3,1 19,2 7,3
Finland 43 1,4 1,8 75
Sweden 8,3 1,7 6,4 18,8

United King-

dom 15,1 5,1 7 37,7 20,3
Iceland 6,3 46 2,1 16,9 12,8
Norway 10,7 6,5 3,6 35,4 6,5
Switzerland 12,8 6,6 19,4 14,7
Montenegro 15,1 _ 12,1 52 18,3

North Mace-

donia 10,2 : 381

Turkey 10,9 32 4

Source: Eurostat (2020) Housmg statistics. https://ec.europa.eu/eurostat/statistics-ex-
plained/index.php?title=Archive:Housing_statistics

The 9.6 % of the EU-27 population resided in households where 40%
or more of their equivalised disposable income was spent on housing. The
proportion of individuals facing housing costs exceeding 40 % of their
equivalised disposable income varied significantly based on tenure status,
with tenants paying market price rents experiencing the highest rate (25.1 %)
and those in owner-occupied dwellings with a loan or mortgage encountering
the lowest rate (4.0 %). While the EU-27 average provides an overall per-
spective, substantial differences among EU Member States emerge. Notably,
countries such as Malta (1.7 %) and Cyprus (2.0%) had a relatively small
proportion of their population living in households with housing costs sur-
passing 40 % of disposable income in 2018. Conversely, Greece (39.5 %)
and Bulgaria (17.9 %) stood out at the other end of the spectrum, with a sig-
nificant portion of their populations facing housing cost burdens, as did Den-
mark (14.7 %) and Germany (14.2 %).
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Focusing on the tenure status with the highest proportion facing hous-
ing costs exceeding 40% of their disposable income, namely tenants with
market price rents, considerable disparities existed among the EU Member
States in 2018. Six Member States had over one-third of their population in
this category experiencing such burdens, exceeding two-fifths in Romania
(46.3 %) and Hungary (46.9 %), reaching half in Bulgaria (50.1 %), and soar-
ing to over four-fifths (83.1 %) in Greece. In contrast, Malta (12.1 %), Latvia
(11.5 %), and Cyprus (11.3 %) reported the lowest rates of housing cost over-
burden for tenants with market price rents.
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3. Alternative rentals - Airbnb, taxation

Over the past decade, the collaborative economy has substantially influenced
the tourist accommodation sector. The advent of online platforms has sim-
plified the process for service providers to showcase their rooms or apart-
ments to potential guests, thereby enhancing market accessibility for prop-
erty owners and guests. This heightened accessibility has garnered increased
attention to this specific segment of the market. Notably, an agreement be-
tween the European Commission and major online collaborative economy
platforms, including Airbnb, Booking, Expedia Group, and TripAdvisor, was
inked in March 2020. This accord empowers Eurostat to analyse and com-
pare guest nights spent in short-stay accommodations facilitated by these
platforms starting in 2018. Throughout this article, the term "platform tour-
ism" refers specifically to short-term rentals, such as apartments, booked ex-
clusively through these four platforms, excluding other forms of lodging like
hotels or campsites.

Guest nights spent at short-term accommodation booked
via online platforms NUTS2, % change

Canarias (ES) Guadeloupe (FR) | |Martinique (FR)

% change
> 40%

Svalbard (NO)

\\nrAhlﬂij;i or and Expedia. Administrative boundaries: © EuroGeographics © UN-FAD © Turkstat
ental statistic Carl IJphy[ras[l I\UGEOEJJDJJ

Source: Eurostat (2021): Short-stay accommodation offered via online collaborative econ-
omy platforms.
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While the Covid-19 pandemic significantly impacted various tourism
sectors in 2020, platform tourism has experienced a resurgence, surpassing
pre-pandemic levels. The focal point of this article is to delve into national,
regional, and city-level data on guest nights spent in 2021. However, a sepa-
rate article delving into the pandemic's influence and a concise piece concen-
trating on regularly updated monthly data is also available.

In 2021, the aggregate guest nights spent in accommodations booked
through these four platforms reached €364 million, marking a notable in-
crease from 2020 (€272 million). This signifies that the recovery trajectory
was initiated in 2021, and the forecasts say about 500 million for 2022, boast-
ing a growth rate of approximately 50% compared to the preceding year.
When juxtaposed with the pre-pandemic baseline of 2019, the growth still
amounted to around 7%.

The table shows the cities with the highest ratio of tourists staying at
short-stay accommodations offered via collaborative economy platforms
compared with local population:

Total number of guest nights  Ratio guest nights/local pop-

ulation
Benidorm 1562 072 6,1%
Zadar 1333011 4,9%
Benalmadena 1115 883 4,4%
Pula/Pola 874 391 4,3%
Split 2 235 240 3,7%
Marbella 1 898 363 3,5%
Venezia 3237 212 3,5%
Torremolinos 869 554 3,4%
Nice 5409 914 3,2%
Torrevieja 924 222 3,0%

Source: Eurostat (2021): Short-stay accommodation offered via online collaborative econ-
omy platforms. https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Short-
stay accommodation offered via online collaborative economy plat-
forms&oldid=568080

When examining the demographic statistics of local populations, the
European cities with the highest proportion of tourists staying in accommo-
dations listed on platforms compared to local residents on an average night
in 2021 were Benidorm and Benalmédena in Spain (6.1% and 4.4%, respec-
tively), along with Zadar, Pula, and Split in Croatia (4.9%, 4.3%, and 3.7%,
respectively). It is worth noting that, for the entire EU, this ratio is substan-
tially lower at 0.33%.
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There are also areas where results can be achieved with a small invest-
ment. An example of this is the use of Airbnb,?’ which operates legally in
many countries with a suitable tax background.

Scholars examine the determinants of Airbnb prices in 10 major EU
cities, focusing on the role of location:?! Amsterdam, Athens, Barcelona,
Berlin, Budapest, Lisbon, London, Paris, Rome, and Vienna. These cities
represent major destinations of urban tourism in various regions of Europe
(Western Europe, Central Europe, and Southern Europe). The findings vali-
date that factors associated with dimensions, quality, and proximity play cru-
cial roles in determining Airbnb rates. Innovative indices utilising TripAdvi-
sor data are employed to assess neighbourhood appeal, revealing a more sub-
stantial impact on pricing compared to conventional location variables based
on selected points of interest.

When investors and potential hosts explore apartments for short-term
rentals, they should take into account several location-related factors. Rather
than fixating solely on the proximity to the city centre, it is paramount to
assess the general accessibility to popular attractions and dining establish-
ments. The findings indicate that even minor distinctions in location can re-
sult in substantial price premiums. Consequently, ventures in neighbour-
hoods situated beyond the city centre yet relative to diverse tourist attractions
can prove immensely lucrative over the long term.

The analysis affirms the spatial dependence of Airbnb prices, necessi-
tating the application of spatial regression models. In line with recent re-
search in spatial econometrics, we explore diverse spatial models, incorpo-
rating specifications with multiple forms of spatial interdependence. The re-
sults highlight notable disparities between coefficients estimated through Or-
dinary Least Squares (OLS) and various spatial models, particularly concern-
ing location-specific variables. The maps show the concentration of attrac-
tions in the city centre: in general, the listings in central areas have a higher
accessibility of attractions, while further from the centre, the index values
decline.

20Airbnb is an online marketplace through which accommodations can be rented out and
booked over the Internet. Airbnb started operating in Hungary in the early 2010s. In the
beginning, this form of renting out apartments grew slowly, but in 2015, the number of
Airbnb rental apartments in Budapest almost exploded. In the middle of the decade, as a
result, it was already possible to choose from more than 5,000 active ads

21 Gyodi, K., & Nawaro, L. (2021). Determinants of Airbnb prices in European cities: A
spatial econometrics approach. Tourism Management, 86, 104319.
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Source: Gyddi, K., & Nawaro, L. (2021). Determinants of Airbnb prices in European cities:
A spatial econometrics approach. Tourism Management, 86, 104319.

Achieving superhost status is linked to a relatively substantial price
premium. The prerequisites for obtaining superhost status encompass main-
taining a high guest rating (above 4.8), a low cancellation rate, and a high
response rate. In addition to attaining an elevated level of overall guest satis-
faction, hosts should place emphasis on the cleanliness rating. While elevat-
ing these quality indicators may involve additional expenses, such as hiring
a cleaning service, hosts can also refine their listing descriptions to showcase
the location's characteristics better. For instance, providing a concise over-
view of nearby attractions, restaurants, and bars can enhance the listing's per-
formance. Similarly, hosts should highlight convenient access to public
transportation and short commute times to key points of interest.

Although it was not invented initially to improve the housing situation
but to ease the problems of accommodation in tourism and make it cheaper,
a half-yearly (read: 4-month) expenditure for students is not very different
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from this. If the publishers tax etc., particular tenants receive a discount or
support and/or this type of claimant receives some form of support, progress
has already been made. There are currently over 8,000 Airbnb- type apart-
ments in Budapest. These apartments are missing from the traditional rental
market: what increases the offer at Airbnb is the item that reduces the supply,
1.e. increases the price, in the classic rental market.

Airbnb accommodations in downtown Budapest
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Although the government took a small step from 2018 to ease the situ-
ation of those making traditional expenses, this was far from sufficient to
consolidate the housing market, increase supply and curb the price explosion.
Airbnb.

The service of a commercial accommodation is considered a taxable
service according to the Act on VAT, so registration is required. It is man-
datory to obtain a tax number; without a tax number, this activity cannot be
carried out, and the host is obliged to pay taxes declare and issue invoices for
the services he provides. If they want to deal with short-term apartment rent-
als, they must make a report to the local town clerk, who will issue a certifi-
cate and register the activity. According to the 239/2009. (X. 20.) Govern-
ment decree on continuing accommodation service activities: accommoda-
tion providers must register their hospitality activities through the National
Tourism Data Center (NTAK) operated by the Hungarian Tourism Agency.
From 2021, digital document readers are mandatory in accommodations.

From 2020, the Act on VAT classifies commercial accommodation
services under a reduced tax rate of 5 %. The tourist tax is a local tax;
therefore, its amount is regulated by the municipality where the property is
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located. In Budapest, the tax typically amounts to 4 % of the accommodation
fee, while in the countryside, we can find fixed amounts, which are collected
by the accommodation tax and then paid by the 15th of the following month
in a special declaration. As of January 1, 2020, anyone who provides com-
mercial accommodation services must also pay a tourism development
contribution, which applies if the taxable person enjoys a tax exemption
pursuant to the VAT Act. Its rate is 4 %, and it is based on the value of the
service without VAT. The deadline for payment is the VAT declaration pe-
riod for the person liable for the payment. Due to the coronavirus emergency,
the tourism development contribution does not need to be paid for the 2021
period either. A special tax in some districts, e.g. construction tax, must be
paid to the municipality, which cannot be higher than HUF 1,846.6/m>.

Basically, the investor who rents out residential real estate can choose
between two types of taxation: i) real estate taxation according to the cost
ratio or ii) real estate taxation according to itemised cost accounting. The
essence of the property tax method, according to the cost ratio, is that 10%
of the cost can be deducted from the income from renting the entire property.
Furthermore, they must pay a 15 % tax on the remaining amount. (Let us
assume that HUF 3 million in revenue came from renting out the property.
Then the 10% cost will be HUF 300,000; i.e. we pay 15% tax on HUF 2.7
million, i.e. a total of HUF 405,000). The essence of itemised cost account-
ing is that a record of income and incurred costs is created, on the basis of
which the income from renting out the property can be calculated. The ad-
vantages of the method are that even depreciation can be accounted for, and
this can be a reporting item. The overhead received is considered income, but
the cost paid to the utility provider can be deducted. The following expenses
can be accounted for as costs:

¢ in order to continue the activity, recognised expenses incurred in the
tax year and certified - in accordance with the provisions of Annex
No. 3 of the Act on Personal Income Tax;

¢ in the case of income from real estate rental activities, according to
Annex No. 11 of the Act on Commercial Property, the time-propor-
tional depreciation write-off and renovation costs of tangible assets
used exclusively for rental;

e if the apartment's lessor rents an apartment in another settlement
(domestic or abroad), its rents.

A 15% tax must be paid on the income from renting the property.
However, from January 1, 2019, when calculating the income from renting,
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we do not have to take into account "services related to the use of the prop-
erty, provided by another person, purchased from this person by the lessor to
the lessee with the use proportionally transferred fee" (building tax and tour-
ism tax are not included). That is, the amount that the tenant pays in order to
use it to pay the fee for a service related to the use of the property by a third
party, for example, the fee for utility services, that is, the utility bill — a non-
negligible item in some instances, especially not on an annual basis. As of
January 1, 2019, the value limit for the purchase of tangible assets increased
from HUF 100,000 to HUF 200,000. For this reason, if the purchase price is
below HUF 200,000, it can be accounted for as an expense immediately for
furniture, furnishings, and household appliances. Considering that there is no
express legal provision that prohibits the private individual from claiming the
family discount regarding his income from real estate rental, the discount in
question can be used in such cases as well.

If the government — in view of the housing problem due to the skyrock-
eting rents — does not want to wait for the market processes to bring about a
long-term decrease in the profitability of Airbnb- type expenses and drive
today's Airbnb owners back to the market of long-term, traditional expenses,
then further they need to take action. In order to emphasise the social aspects,
it is worth considering positive discrimination in favour of those who rent
property to the young, nesters or the poor. With a more favourable tax half-
plot, real estate rents can thus become cheaper since the tax does not burden
the amount to be paid regularly. They do not have to pay EHO.

In Hungary, the size of the private rental housing sector currently ex-
ceeds that of the community rental housing sector (the former 4%, the latter
3%). The number of private apartments that are rented in an unannounced
manner may be even higher, as well as the number of those who live as "sub-
tenants" or "bed renters" in the apartments as a "courtesy" without any writ-
ten contract. Considerations include:*?

e the tax burden on income from the traditional rental of residential
real estate, or even complete tax exemption if certain conditions
are met (the budgetary impact of this is not significant);

e central or municipal rental register, in which renters of their
flats/houses must register (against a registration fee);

e creation of ""Rental Risk Associations', which would implement
the reduction of fiduciary risks between tenants and landlords

22 Biittl Ferenc (2018): Igy viszi fel az Airbnb az albérletarakat! Mérce 2018. mércius 14.
58



on an insurance basis (see "Secure Rental System").?* The owner of
a private apartment participating in the secure rental system is enti-
tled to an exemption from real estate tax on the apartment and an
exemption from personal income tax on income from renting, i.e.
the difference between income and expenses;

¢ the review of municipal rental housing management, the assess-
ment of the vacant, often deteriorated rental housing stock, the de-
velopment and implementation of its renovation and utilisation
at the program level, with national scope, uniform distribution
(utilisation) criteria, and the provision of central state resources.

e of vacant private residential properties (collected as local tax)
and, beyond a certain period of "non-use" (10 years), the possibility
of compulsory municipal use;

¢ increasing Airbnb's tax burden (flat tax rate) and imposing na-
tional operating conditions (e.g. condominium contribution,
ANTSZ inspection obligation, local government permit).

The system can be approached from two directions. In order to match
supply and demand, it is reasonable to create an online system similar to
Airbnb so that both parties know the conditions in advance. On the other
hand, it is important to provide adequate proof of social status (higher edu-
cation student or other legal relationship) and income (verifiable by public
authorities, e.g. tax return). Since this method mostly affects taxation issues,
it is recommended that the state develop it. With registration, the administra-
tive burden of both parties can be reduced: it is automatically valid at the
landlord's tax return, and the NAV (Tax Authority) verifies the condition of
need.

2 Darvas Agnes — Farkas Zsombor — Gy6ri Péter — Kosa Eszter — Mozer Péter — Zolnay
Janos (2013): A szocialpolitika egyes teriileteire vonatkozo szakpolitikai javaslatok. in
esély 2013/6
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Owner and tenant in the Secure Rental System
rents out the apartment continuously  rents the apartment continuously for at
for at least 12 months. Special rules least 12 months
may apply to those who undertake 3-5
or more year rental;
the rental, tenancy agreement is signed before a notary public
registers for each rental, and a copy of  a copy of the rental agreement is kept
the rental contract is registered in the in the ugyfelkapu.hu system
ugyfelkapu.hu system
enters into a contract with one of the enters into a contract with one of the
persons mediated by the intermediary = home owners mediated by the interme-
organisation diary organisation
applies the rental agreement in accordance with the relevant legislation, within
which, among other things, it complies with the prescribed rules for rights and ob-
ligations, rent determination, rent and utility fee collection, notice of termination
and the collection and declaration of residential address

a mediator is used to settle disputes
Source: own compilation based on Darvas Agnes — Farkas Zsombor — Gyéri Péter — Kosa
Eszter — Mozer Péter — Zolnay Janos (2013): A szocialpolitika egyes teriileteire vonatkozo
szakpolitikai javaslatok. In: Esély 2013/6.
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ll. Construction and investment pos-
sibilities

In exploring housing dynamics, attention turns to the foundational elements
of construction and investment possibilities. This segment, nestled within the
broader context of housing, delves into the intricacies of housing construc-
tion in general. It further investigates the potential within brownfield and rust
zones, unveiling opportunities for development and revitalization. By scruti-
nising these aspects, this section aims to illuminate the diverse dimensions
of housing construction and investment, offering insights into the transform-
ative possibilities within these spheres.

Total number of buildings in Hungar

Construc-  Single family house Multi family house
tion below above 80  4-9flats 10-flats 10- flats, 10-

period 80 m2 m2 tradi- indus- flats,
(1-3 (1-3 flats) tional trialised  indus-
flats) technol- trial-
ogy- ised
panel tech-
nology
- other
-1944 400537 = 269 508 43981 10819
1945-1960 449213 672128 16 825
1961-1979 11502 | 10575
1980-1989 378 942 9635
1990-2001 198 938
2001-2011 157 885 6 285 3770
Subtotal 2527 151 50266 31414 21137 10575
Total 2 640 543

Source: Csokanyi Tamas et al. (2014): National typology of residential buildings in Hun-
gary. Episcope — Tabula.

Based on TABULA methodology, the typology of residential build-
ings, there are three main groups according to the size of the buildings and
the number of flats: single family houses (SFH), multi-family houses with 4-
9 flats (MFH) and apartment blocks containing ten or more flats (AB). More
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subgroups were developed depending on the construction technology deter-
mined by the age of the building. Altogether, 15 different types were set up,
from small traditional family houses to high-rise modern housing estates.
Based on the data above, 95.71% of Hungarian buildings are a single family
houses, and 27.9% of the remainder were constructed using industrialised
technology.
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4. Housing construction in general

Interest in apartments is high in the cities, especially in the county seats and
university towns. Here, housing construction should be encouraged in both
public (and municipal) and private forms. The problem of small settlements
is different here. The support package must be established considering the
countryside's retaining power and creating jobs. It should also be noted that
in EU subsidies starting from 2021 (7-year financial cycle), both the agricul-
tural sector and catch-up will receive less money, so the state must replace it
but definitely take part. The government's housing policy should include ru-
ral service housing, especially in smaller settlements. In some places, the
municipality has started building medical apartments, but these are few, as
are other professions: teacher, social worker, etc. In many places, this is a
true mission in the strict sense of the word: it is deserved for that reason
alone.

With the right section and the proper form of support, it is possible to
ensure that either public or subsidised private housing construction is not
loss-making and will pay for itself over time. Thus, in fact, the expenditure
for the state is only high in the initial years and decreases steadily. That is
why promises can be made here, and not in a frivolous way.

With state aid and subsidies, housing can also be improved through
renovations and repairs. The advantage of building is that it is cheaper and
faster. The cost in the evening is a quarter of a third of that of new construc-
tion, and the timeframe from the start of construction is a few months rather
than years. You can combine this with the thermal insulation of an old build-
ing (a requirement in the EU after 2020 anyway) and the use of renewable
energy (e.g., solar panels on the roof), and you have another resource to do
the job. Of course, this is not a one or two-year task, as there are many run-
down, outdated homes (there were no such requirements before, and such
techniques were not even available before the change of system), but it can
be started once and completed in a decade or more. The owners' attitude can
also be influenced: the carrot is accompanied by a stick, i.e. subsidies, and
after a certain period of time, sanctions for non-participation. Do we need
more to improve comfort, meet EU requirements, contribute to the environ-
ment, and save energy? It also promises to be economically beneficial: it pays
for itself in terms of reduced energy use, selective waste and other associated
benefits.
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Technology can also help. On the other side of the ocean, lightweight
houses are very fashionable, and we have seen them in Hungary,?* but they
are not yet widespread. To explain the technology a little, with some financial
support, private and public investors could quickly build up whole neigh-
bourhoods. Furthermore, the form of the "kalaka" used there even co