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Use of loan moratoria by CESEE households:
who are the users and how vulnerable
are they?

Katharina Allinger, Elisabeth Beckmann'

Loan repayment moratoria were widely used during the COVID-19 pandemic to mitigate
liquidity problems in the private sector and thus rapid asset quality deterioration in the banking
sector. We provide novel, comparable survey evidence on the use of moratoria by households
in ten Central, Eastern and Southeastern (CESEE) countries. In countries where eligible borrowers
had to opt in to use moratoria, i.e. qualify and apply, 14% of borrowers did so on average; in
countries where borrowers had to opt out, i.e. take action not to make use of automatically
applied moratoria, take-up was 55% on average. We find that for opt-in moratoria, the main
determinant of take-up is the degree to which borrowers’ finances were affected by the pan-
demic. Moratorium take-up is also strongly affected by the extent of indebtedness, particularly
in opt-out countries. Using information on loan arrears, we show that individuals who had exited
from their moratoria by fall 2020 were not more likely to be in arrears than those who never
used moratoria. However, these results probably constitute the lower bound for loan defaults
that may occur once all moratoria have expired. After all, we also find that borrowers whose
moratoria were still active in fall 2020 were subject to more adverse shocks and exhibited a
higher degree of indebtedness than borrowers who had exited moratoria.

JEL classification: G51, D14, G18, G28
Keywords: household debt relief, moratoria, loan arrears

One of the tools frequently employed to cushion economic fallout from the
COVID-19 pandemic and related containment measures were loan repayment
moratoria.” Repayment moratoria essentially served to alleviate pandemic-related
liquidity shocks to households and businesses. In implementing the moratoria, the
CESEE-10’ countries covered in this study adopted a range of approaches (see table 1),
reflecting the varying impact of the pandemic in these countries, the policy mix
chosen by governments and central banks, and the different structures of the
national financial systems. Most countries provided for public moratoria* that
required borrowers to opt in. Data on the actual take-up of moratoria are quite
scarce and difficult to compare. This is partly due to the legal complexity of the
matter, with a number of countries applying different moratorium regimes sequen-
tially or even in parallel. Beyond private or public moratoria, banks may moreover
have bilaterally negotiated repayment deferrals with clients.
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Repayment moratoria were qften linked to eqforcement moratoria, i.e. the temporary suspension qfa lender’s right
to enforce loan security. Please note that the observations in this study are limited to repayment moratoria.

CESEE-EU: Bulgaria, Croatia, Czechia, Hungary, Poland, Romania; Western Balkans: Albania, Bosnia and
Herzegovina, North Macedonia, and Serbia.

Following general custom, we use the term “public moratoria”to refer to legislative moratoria and the term “private
moratoria” to rqfer to nonlegislative moratoria as provided by several institutions to a large predgﬁned group (_)f
obligors regardless of their creditworthiness.
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Our paper is related to the extensive research on debt relief programs for
houscholds. A central debate in this research is whether government interventions
prevent unnecessary foreclosures or generate moral hazard problems (see e.g.
Guiso et al., 2013, and Agarwal et al., 2017). For CESEE, research on previous
debt relief has focused on foreign currency loans (see e.g. Fischer and Yesin, 2019).

Research analyzing debt relief in the form of loan moratoria during the
COVID-19 pandemic is still extremely scarce. A notable exception are Cherry et al.
(2021), who analyze debt relief measures in the US based on credit registry data.
They find that in contrast to previous economic crises, loan default rates did not
increase in 2020 along with unemployment and that debt distress was successfully
reduced by debt relief measures. Also providing evidence for the US, Haughwout
et al. (2020) find that borrowers who relied on moratoria had lower credit scores
and approximately 30% higher outstanding debt balances than those who did not.

So far, very few details are (publicly) known regarding the characteristics of
moratorium users and the effectiveness of moratoria in preventing short-term
liquidity and medium-term solvency issues in CESEE. At the time of writing, the
Hungarian National Bank (2020, box 3) is, to our knowledge, the only CESEE-10
central bank to have published more detailed information on moratorium user
characteristics.

Our study is therefore one of the first to fill an important gap in the literature
on a highly policy-relevant topic. We present evidence on the use of moratoria by
individuals in CESEE-10 collected in the 2020 wave of the OeNB Euro Survey,
which was conducted from late September until early November. To our knowledge,
our data are the only comparable cross-country evidence on the use of moratoria
by individuals for such a large set of CESEE countries. In the following, we first
provide some descriptive evidence on the use of moratoria and then proceed to
analyze who used moratoria, differentiating between active and expired” moratoria,
and provide some preliminary evidence on how moratoria affected loan defaults.

Our results show that the take-up of moratoria cannot be explained by socio-
economic characteristics of borrowers. For opt-in moratoria, the main determinant
of take-up is how seriously borrowers’ finances were affected by the COVID-19
pandemic, e.g. whether borrowers were laid off or suffered some other income
loss. The use of moratoria in opt-in and opt-out countries was strongly affected by
the extent of indebtedness, for instance, money owed to several lenders. Being ad-
versely affected by the pandemic increased the probability of borrowers still using
moratoria at the time of the survey. Borrowers with higher debt amounts or a
larger number of debt instruments were significantly more likely to continue to
rely on moratoria in fall 2020. Thus, the debt overhang or difficulties servicing
debts are likely going to be larger for borrowers who relied on moratoria for an
extended period of time or whose moratoria were still active at the time of the
survey.

When looking at arrears, we find that borrowers whose moratoria had expired
by fall 2020 are not more likely to be delinquent on loans than borrowers who
never took up moratoria. This finding gives rise to cautious optimism — even
though our result is subject to some caveats. Moreover, our finding regarding loan

® Expired moratoria comprise both voluntary and involuntary exit (expiration) from the moratorium.
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arrears may not be transferable to borrowers who relied on moratoria for an
extended period of time.

In the following, we briefly discuss the design of moratoria in CESEE in section 1.
Section 2 provides an overview of the OeNB Euro Survey data and the limitations
of these data. Section 3 presents the descriptive evidence. In section 4 we outline
our empirical strategy before presenting analytical results and robustness analyses
in section 5. Section 6 concludes.

1 The design of moratoria in CESEE

The topic of moratoria is quite complex in CESEE as public approaches to support
borrowers and private agreements for loan repayment deferrals differed consider-
ably, even within individual countries. In this section we focus on the aspects rel-
evant for our study for reasons of scope and clarity.

Many countries closely or loosely modeled moratoria on the European Banking
Authority’s (EBA) guidelines on legislative and nonlegislative moratoria in light of
the COVID-19 pandemic, published on April 2, 2020. The EBA guidelines set out
the conditions for general payment moratoria which do not automatically trigger
the reclassification of exposures as forborne (as defined under Article 47b of the
CRR) or defaulted (as defined under Article 178 of the CRR). Over time, the EBA
guidelines were extended and amended. At the time of the interviews in fall 2020,
EBA/GL/2020/08 applied and most EU member states included in the OeNB
Euro Survey were using EBA guideline-compliant moratoria.® In Croatia, the appli-
cation deadline exceeded the one set out in the guidelines, while Romania did not
notify the EBA about compliance.”

However, even in the countries that provided EBA-compliant moratoria, not all
moratoria were compliant to the letter of the EBA guidelines. As summarized in
table 1, key design features® differed across countries, for instance the requirement
for borrowers to either opt in (e.g. apply for the moratorium) or opt out (of the
automatically applied moratorium). In the opt-out countries, Hungary, North
Macedonia’ and Serbia, the take-up of moratoria was much higher than in the
opt-in countries. This makes sense as the opt-out regime did not require further
action from borrowers such as contacting their bank or compiling application
documents. Moreover, unlike most opt-in moratoria, the opt-out moratoria were not
conditional on borrowers’ degree of affectedness by the pandemic. Some moratoria

See EBA Guidelines on legislative and non-legislative moratoria on loan repayments applied in the light of the
COVID-19 crisis: https://www.eba.europa.eu/regulation-and-policy/credit-risk/guidelines-legislative-and-non-
legislative-moratoria-loan-repayments-applied-light-covid-19-crisis.

All EU member states covered in this study were listed as compliant with the latest version of the EBA guidelines (EBA/
GL/2020/15) as of end-December. Applications for EBA-compliant moratoria were accepted until March 31, 2021.

The importance grpolicy design aspects for policy outcomes is well documented in the economics and behavioral
science literature, a review of which would be beyond the scope of this study.

In North Macedonia, individuals had to opt in whereas businesses had to opt out.
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may thus also have been used preventively. Therefore, we should find different
determinants of moratorium use for opt-out and opt-in countries (see section 5.1)."

Other important design differences are public (or legislative) moratoria versus
private (or nonlegislative) moratoria. Private moratoria, which were largely based
on guidelines issued by national banking associations, were implemented in Croatia,
Poland and Bulgaria."" According to information provided by the central banks of
Poland and Croatia, the conditions for these moratoria varied quite widely across
borrowers. Most countries provided moratoria for companies and households, and
some countries applied different criteria for companies and households. Many
countries accepted a broad range of credit products (e.g. credit cards, overdrafts,
leasing agreements) and included nonbank lenders. However, regarding these
points there was also considerable variation within the region: Czechia, for instance,
was among the more restrictive countries, as the moratorium did not apply to
credit products other than loans, and corporates were not allowed to defer interest
payments.

Table 1

Some key design features of moratoria in CESEE
Country Public/private | Application deadline | Opt-infopt-out | Eligible borrowers/repayments
Bulgaria Private' March 31, 2021 Opt-in Corporates and individuals if

negatively affected by COVID-19
Czechia Public Oct. 31,2020 Opt-in Corporates (principal only), households

(interest capitalized)
Hungary Public June 30, 2021 Opt-out Private sector
Croatia Private? March 21, 2021 Opt-in Corporates and individuals if

negatively affected by COVID-19
Poland Private Sept. 30, 2020* Opt-in Corporates and individuals if

negatively affected by COVID-19
Romania Public March 15, 2021 Opt-in Corporates and individuals if negatively

affected by COVID-19 (interest accrued
and (except for mortgages) capitalized)

Albania Public Aug. 31, 2020 Opt-in Corporates and individuals if
negatively affected by COVID-19
Bosnia and Public® Dec. 31,2020 Opt-in Corporates and individuals if
Herzegovina negatively affected by COVID-19
North Macedonia  Public Sept. 1, 2020° Opt-out Corporates and individuals
(for individuals)
Serbia Public Sept. 30, 2020°7 Opt-out’ Corporates and individuals

Source: Authors’ compilation.

"The initial solution was a public moratorium, which applied for banks until May 13, 2021, and was tied to the state of emergency.

? A public moratorium was provided for loans from the Croatian Development Bank HBOR. These make up a small portion of overall loans.

JEnd date rather than application deadline for opt-out moratoria in Hungary and Serbia.

*Extended until March 31, 2021, for negatively affected corporates.

°Banks were required to work out adequate modalities for repayment and offered moratoria as one option.

¢ Borrowers were offered two opportunities to switch to more favorable loan terms, first in March and then in September.

’In mid-December, a new opt-in moratorium was adopted with the application deadline running until April 30, 2021, for negatively affected borrowers.

1o Clearly, opt-in and opt-out moratoria come with advantages and disadvantages which will have influenced the
decision to implement one or the other in different countries. While opt-out moratoria by design will cover all
borrowers in need of the moratorium, opt-in moratoria will i.a. benefit only informed and financially literate bor-
rowers. The obvious policy question whether one is ultimately a more “successful policy” than the other is even more
complex. After all, the definition of “success” would have different implications depending on whether the focus is on
financial stability or on household welfare. Moreover, such a discussion would have to draw on previous research in
behavioral economics, e.g. the broad debate on nudge theory, as well as evidence on present bias, loss aversion and
inattention. Covering this complex albeit very topical issue is beyond the scope of this paper and the underlying data.

" Bulgaria initially provided for a public moratorium that expired in May 2020 and was replaced by a private
moratorium. Croatia applied a public moratorium on loans granted by the Croatian Development Bank (HBOR).
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Also, the deadlines for applications differed. In most countries covered by the
OeNB Euro Survey, our main data source for this study, borrowers were still able
to apply for moratoria at the time of the interviews in fall 2020. However, in Albania
the deadline for applications had expired already in August 2020 and in Serbia the
opt-out moratorium expired at the end of September and the new opt-in morato-
rium for distressed debtors was not announced until mid-December. North
Macedonia is also an outlier, as borrowers were offered two opportunities to
switch to more favorable loan terms, most often in the form of a postponement of
repayments.

2 Data

The main data source for this study is the 2020 wave of the OeNB Euro Survey'” —a
repeated cross-sectional face-to-face survey of individuals, aged 18 or older. The
survey covers six non-euro area EU member states (Bulgaria, Croatia, Czechia,
Hungary, Poland and Romania) and four EU candidates and potential candidates
(Albania, Bosnia and Herzegovina, North Macedonia, and Serbia). In each country
and in each survey wave, a sample of 1,000 individuals is polled based on multi-
stage random sampling procedures. Each sample reflects a country’s population
characteristics in terms of age, gender, region and ethnicity. Weights are calibrated
on census population statistics for age, gender, region, and where available, on
education and ethnicity.

In the 2020 wave of the OeNB Euro Survey, we included a question on moratoria,
which read:

Due to the outbreak of the Corona crisis, banks and governments have increasingly provided
borrowers with the possibility to postpone loan repayments for a certain period of time. Which
of the following statements apply to you? Please name all that apply.”

I was not aware of this

| was aware of this possibility but do not know anyone who has made use of it

A member of my household has made use of this possibility

| know of somebody else (not living in my household) who has made use of this possibility

[ONLY IF RESPONDENT HAS A LOAN]

I am still making use of this possibility

| made use of this possibility, but don’t do so any longer

| am aware of this possibility, but | am not making use of it

For each item: mentioned not mentioned
Or all items: don’t know no answer

Our question clearly has some caveats when considering the different design
features of moratoria discussed in section 1. The wording is necessarily a compro-
mise that applies better to some countries than others. For instance, we decided to
filter moratorium use on loan holders for simplicity, despite the fact that other
credit products, e.g. overdrafts, were also eligible for moratoria in some countries.

12 For more information on the OeNB Euro Survey, see www.oenb.at/en/Monetary-Policy/Surveys/OeNB-Euro-Surw
vey.html.

" Multiple answers were possible.
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Our data thus only capture moratoria taken up by borrowers with at least one loan
outstanding." Moreover, we do not ask for loan amounts and therefore cannot
make any assessment about the volumes of household loans affected by moratoria.
These caveats are among the main reasons why we do not enter into a detailed
comparison of our data with the scarce publicly available data on moratorium
take-up in section 3.

The OeNB Euro Survey also elicits a rich set of information on socioeconomic
characteristics; information on individual finances, including loan characteristics;
beliefs and expectations; trust; financial literacy; indicators of wealth and income;
income and labor shocks; as well as mitigating actions taken in response to the
COVID-19 crisis. Table Al in the annex provides a definition of the variables we
use in this study and the wording of the survey questions. Table A2 shows the summary
statistics of our main sociodemographic and other variables of interest for the full
sample and groups of interest.

3 Descriptive results on moratorium use

On average, every fourth individual in CESEE-10 had one or more loans outstand-
ing at the time of the interview, but the respective percentages differ considerably
across countries (chart 1, left panel). Among loan holders, the take-up of moratoria
was particularly low in Bosnia and Herzegovina (~6%) and Romania and Croatia
(~9%) (chart 1, right panel). In the other opt-in countries, it was around 16% in
Poland, Bulgaria and Czechia and 19% in Albania. In the opt-out countries, the use
of moratoria was highest in Serbia, reaching 68% of loan holders. The distribution
between borrowers with active and expired moratoria was quite heterogeneous.
The share of borrowers with active moratoria was by far the highest in Hungary
(~80% of users) and the lowest in Serbia (~15% of users) and Albania (~30% of
users), the two countries where applications for moratoria were no longer accepted
at the time of the interviews. In the other countries, the share of borrowers with
active moratoria ranged between 42% in Poland and 57% in North Macedonia. In
section 4.2 of the study, we investigate differences between borrowers with active
moratoria and borrowers with expired moratoria.

To cross-check our data, we compared them with the scarce publicly available
data on moratorium use by households from national sources, EBA (2020) and EIB
(2021, 2020). However, most of the available public evidence refers to moratorium
use in terms of shares of portfolios rather than shares of borrowers, severely limit-
ing comparability. Moreover, where information on the share of borrowers is avail-
able, the type of credit is often not disclosed. Whether the data include all credit
products or just loans, all participating institutions or just (a selection of) banks,
all moratoria or just EBA-compliant moratoria, makes a substantial difference in
the reported shares. This also helps to explain the publication of seemingly con-
flicting evidence on moratorium use for individual countries (see table A3 in the
annex). Overall, we find little evidence that would lead us to believe that there are
grave and systematic errors in our data. The country where our data seem most out
of sync with the available public data is Hungary — we cannot verify the reason, but

* We have 4,442 indebted respondents in our sample, ofwhich 2,556 state that they have at least one loan out-
standing. The difference between the two figures is largely due to overdraft debt (829 respondents have overdraft
debt, but no loan) and debt owed to family and friends (664 respondents have informal debt, but no loan), and to

a much lesser extent other debt forms.
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Chart 1
Loan and moratorium take-up
Prevalence of loans Moratorium use
% of individuals % of individuals with loan(s)
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Source: OeNB Euro Survey 2020.
Note: Data are weighted.

different data populations (households versus individuals) and/or possibly under-
sampled consumer loans, which were most affected by moratoria in Hungary
(Hungarian National Bank, 2020 and 2021), could be a factor. Generally, credit
registers, public authorities or banking associations can provide more precise and
more granular (but often confidential) national data than the OeNB Euro Survey."
The strength of our data lies in the cross-country comparison and the combination
with a rich microeconomic dataset, which allows us to tackle the research ques-
tions detailed in section 4.

4 Empirical strategy

The main aim of the econometric analysis we undertake is to model the determi-
nants of moratorium use, in particular regarding the vulnerability of houscholds
and their affectedness by COVID-19 and the related containment measures. In a
second step, we empirically analyze whether borrowers with expired moratoria
differ from those with active moratoria. Finally, we model how moratorium use is
associated with self-reported loan arrears and loan default.

We thus investigate three main questions in this study: (1) Which individual
characteristics have the highest significant correlation with the use of moratoria?
We are particularly interested in finding out whether sociodemographic character-
istics and preferences, loan features or the degree of affectedness by the pandemic

55 In addition to comparing the survey results with data from EBA and national sources regarding moratorium use,
chart Al provides evidence on household nonperforming loans (NPLs) based on statistics from national central
banks. The scatter plot shows that there is a positive correlation with OeNB Euro Survey results. However, the
comparison is not straightforward as aggregate statistics show NPLs in terms of amounts while survey results show
NPLs in terms of individuals with a loan.
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have the highest impact and whether differences can be traced back to moratorium
design. (2) Are borrowers who benefited from moratoria during 2020 but had
exited by fall different from those whose moratoria were still active in fall 20207
(3) How is moratorium use related to loan arrears and default? The combination of
these questions is particularly interesting from a policy perspective. After all, we
form our expectations regarding credit quality deteriorations over the next months
partially from the evidence on whether moratorium users resumed repayment
once their moratoria ended. If the characteristics of borrowers with active moratoria
were to differ from those of borrowers with expired moratoria, then these extra-
polations could be quite erroneous.

Our key dependent variable on moratorium use is filtered on borrowers with
one or more loans outstanding from a bank or nonbank financial institution. Esti-
mates that do not take into account that the selection into the credit market may
be biased downward (Mocetti and Viviano, 2017). Therefore, we considered a
Heckman (1979) model. In principle, we have variables available that are likely
good instruments for dealing with selection bias, e.g. the distance to banks and
bank concentration as well as some sociodemographic characteristics, such as age,
being married, having children, owning a car. Regressions confirm previous research
that these variables have a strong impact on the probability of having been granted
a loan (Beckmann et al., 2012; Costa and Farinha, 2012; Nguyen, 2007), but no
theoretical or statistical impact on moratorium use. However, the coefficient rho,
which assesses selection bias, is insignificant in all our specifications and the
coefficients of the Heckman probit and an ordinary probit model are almost indis-
tinguishable — we therefore opted for simplicity and use a probit model for our
estimation:

_ {1 ifM*>0
0 otherwise
where M* = XB +¢ and (€] X)~N(0,1)

In this model, M is the observed outcome of moratorium use, which depends
on M, the underlying, continuous variable determining the take-up of the morato-
rium. We might think of M"as the utility the borrower gets from using the mora-
torium, e.g. in terms of alleviating his/her financial distress. M" is determined by
a set of variables X, that are derived from theoretical and empirical research (see
also tables A1 and A2 in the annex). We split these into four subsets:

1 Impact of COVID-19: Following Cherry et al. (2021) these variables capture
pandemic-induced financial vulnerability: experienced income shock, mitigating
actions taken in response to the crisis (e.g. cutting daily expenditures, reducing
savings, ...), industry of occupation.

2 Loan characteristics: These variables are primarily informed by research on loan
arrears (e.g. Mocetti and Viviano, 2017; Duygan-Bump and Grant, 2009) and
proxy for the loan amounts (mortgage), loan conditions ( foreign currency loan) and
the extent of indebtedness (further forms of debt). As our dependent variable is not
loan arrears but moratorium use, we do not include certain loan characteristics
that have been shown to influence loan arrears, such as the remaining loan term,
given the exogenous timing of the pandemic.

14
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3 Socioeconomic characteristics: Based on the vast literature studying determi-
nants of borrowing (see Guiso and Sodini, 2013, for an overview) we focus on
those variables that are related to access to credit and creditworthiness: gender,
size of household, manages household finances, labor market status, income, proxies
for wealth (condition of residence poor, own secondary residence, receives remittances, no
savings).

4 Personal beliefs and preferences: Similar to socioeconomic characteristics the
choice of these control variables draws on a much larger literature. Lusardi and
Tufano (2015) highlight the importance of financial literacy for overindebtedness
(financial literacy), and trust and risk aversion have been shown to influence
households’ financial decisions in general (Guiso and Sodini, 2013). With regard
to trust, we focus on trust in banks as trust in government or the central bank is
likely endogenous with respect to moratorium use.

Especially with respect to socioeconomic characteristics as well as personal beliefs
and preferences, there are many alternative specifications. To investigate possible
multicollinearity issues, we compute pairwise correlations for our control variables.
Taking into account that many of our control variables are binary we additionally
compute polychoric correlations. Not surprisingly, we find a significant correlation
between e.g. income and labor market status. Crucially, our variables are not
highly correlated across the four subsets discussed above or do not exhibit high
variance inflation factors when we run linear probability models."* As these are
control variables rather than explanatory variables at the center of our analysis, we
only present one specification in the main analysis and discuss alternative specifi-
cations in robustness checks.

To analyze how borrowers with expired moratoria differ from borrowers with
active moratoria, we define three outcomes for our dependent variable: no mora-
torium, expired moratorium, active moratorium. Theoretically it is possible to
view these outcomes as ordered, which would imply that if the underlying latent
variable M" is above a certain threshold, borrowers are more likely to have active
moratoria rather than expired moratoria. We consider this a plausible assumption
for those countries where application deadlines ran beyond the time of the survey.
We therefore estimate a generalized ordered logit model (Williams, 2006), as the
parallel regression assumption of the ordered logit model does not hold for all

explanatory variables according to a Brant test and an approximate likelihood-ratio
test (Brant, 1990; Wolfe, 1997; Long and Freese, 2014).

' Running a linear probability model and computing the variance inflation factor shows that overall variance
inflation is 1.67 for the baseline regression. Financial literacy shows the highest variance inflation factor at
2.5. Combining these results of correlations and variance inflation is adequate indication that an in-depth inves-
tigation quu]tico]linearity issues will not change our main results. We, thergfore, decide to not to drop any qf
the baseline control variables, as interpretation of our key variables requires adjusting for their effects. Robustness

analyses (see section 5.4) further support this approach.
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0ifM*<0
M=31if0 <M*"<u
2ifu< M*

where M* = XB +¢ and (€] X)~N(0,1)

As our outcome variable does not have a natural and undisputable ordering, we
also estimate a multinominal logit — which assumes no ordering of outcomes. The
resulting estimates are unbiased if possibly less efficient.

To assess the impact of moratorium use on loan repayment, we again estimate
probit models where the dependent variable indicates whether borrowers are or
have been in loan arrears. The explanatory variables are informed by previous
research: socioeconomic characteristics, loan characteristics and adverse shocks
(see Duygan-Bump and Grant, 2009; Guiso et al., 2013).

All regressions include country fixed effects and standard errors clustered at
the country level.

5 Results

In the following, we discuss the results of our main estimations. We first present
the results on the importance of individual variables (section 5.1.) and then proceed
to discuss our findings on the difference between borrowers with active moratoria
and users with expired moratoria at the time of the interview (section 5.2).

5.1 Determinants of moratorium use

Table 2 shows the results of our baseline specification for the full sample (column 1).
Focusing on this column, we immediately see that the block of sociodemographic
and preference variables is largely insignificant. In contrast to other crises where
loan delinquencies increased with unemployment, unemployment does not have a
significant impact on moratorium uptake. This is in line with results for the US
(Cherry et al., 2021). Income does not have a significant impact on moratorium
use. This could be the case because median income in general is higher among
borrowers than nonborrowers'” and because higher-income borrowers tend to take
out larger loan amounts. However, being retired, receiving remittances, being risk
averse and working in relatively lockdown-resilient sectors (public, ICT, financial
or science/professional activity sector) significantly reduces the likelihood of
moratorium take-up. The effect of retirement is particularly large; on average across
countries, 10% of borrowers are retired (see table A2).

More important explanatory factors than sociodemographic variables are the
number of loans and the degree of affectedness by the COVID crisis. Borrowers
with more than four forms of debt (including nonbank and informal debts) are
9 percentage points more likely to have relied on moratoria than other borrowers.
In CESEE-10, the probability of moratorium take-up increases with the number of
mitigating actions borrowers had to take in response to the crisis (e.g. reduce con-
sumption or savings). The probability of moratorium take-up is 13 percentage
points higher among those who had to take more than five mitigating actions. Also,
individuals who experienced an income shock are significantly more likely to take up

'7 The difference on average across CESEE-10 countries is EUR 500 (PPP-adjusted).
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moratoria. It should be noted that the importance of sociodemographic variables
barely changes if crisis variables are dropped. Results for the US also show that
households who suffered from COVID-19-related shocks are more likely to use
moratoria (Cherry et al., 2021).

In contrast to the US (Cherry et al. 2021), CESEE-10 borrowers who live in
regions that were more affected economically by COVID-19 are not more likely to
use moratoria: Local economic shocks (as proxied by nightlight following Henderson
et al., 2012"%) are not a significant determinant of moratorium use'— individual
affectedness is the main determinant.

Column 2 and column 3 show the estimations for opt-in and opt-out countries
separately. We split the sample, as the decision to take out repayment moratoria is
likely governed by very different factors, depending on this fundamental difference
in design. In line with the discussion in section 1 we expect that COVID-19 affect-
edness should be the strongest predictor in the opt-in countries, as moratoria were
explicitly targeted towards these borrowers. In opt-out countries, where moratoria
were not targeted to specific borrowers, we expect a more diverse set of determi-
nants. These expectations are confirmed by our estimations. In the opt-in countries,
the variables with the largest significant impact on the decision to use moratoria
are indeed the COVID-affectedness variables.”

On the contrary, in the opt-out countries many affectedness variables are insig-
nificant — this corresponds to our expectation that affectedness was less important
than other factors and that moratoria reached a broad range of people with diverse
motivations for take-up. It is interesting to note that the coefficient for those work-
ing in industries strongly affected by lockdowns, e.g. tourism, arts and personal
services, is very high and significant in the opt-out countries. This could mean that
beyond affectedness, these borrowers might also have had a precautionary motive
to safeguard finances amidst income uncertainty.

Compared to opt-in countries, the number of debt instruments is more import-
ant among the opt-out countries. People with two or three different types of debt
are almost 10 percentage points more likely to have taken up moratoria, while
those with four or more forms of debt are 14 percentage points more likely. This
makes sense as moratorium relief may have been a welcome opportunity for some
borrowers for reasons of distress (if they were overindebted already before the pan-
demic) or for precautionary reasons (if they were unsure about the impact of the
pandemic on their job and income). Borrowers with foreign currency loans are
significantly less likely to have taken up moratoria. Generally, there are quite some
differences to the opt-in countries in other sociodemographic variables as well — e.g.
being self-employed reduces the likelihood of take-up by 13 percentage points in
the opt-out countries, while increasing the probability in the opt-in countries,
even though the coefficient is only mildly significant. Being in charge of household
finances increases the probability by almost 16 percentage points in the opt-out

18 We use both annual nightlight data from 2019 and 2020 and monthly nightlight data from 2020 to investigate

local economic shocks.
! We therefore omitted them from our baseline.

20 In opt-in countries, self-selection clearly affects moratorium use. We do not observe who applied and was rejected
or who was eligible and did not apply and, thergfare, cannot empirically accountfor the possible selection bias.
However, if self-selection was a serious concern, one driving factor would likely be financial literacy, which is
insignificant in all specifications.
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Table 2

Determinants of moratorium use

Dependent variable

Sample

Female

Size of household

Manages household finances
Unemployed

Self-employed

Retired

Income: refused answer
Income: low

Income: medium

Condition of residence: poor
Own secondary residence
Receives remittances

No savings

Financial literacy=1

Financial literacy=2

Financial literacy=3

Trust banks

Risk-averse

Mortgage

Foreign currency loan

2-3 further forms of debt

4 or more further forms of debt
Industry of occupation: public sector/ICT

Industry of occupation: tourism, arts,
personal services, other

Mitigating actions: low
Mitigating actions: medium
Mitigating actions: high

Experienced income shock

Country fixed effects
Log-L

Pseudo-R2

N

P(DepVar=1)

Source: Authors’ calculations.

Moratorium use

All countries

0015
0014)
~0.009
(0.008)
0041
(0.030)
0006
(0.052)
0

(0.030)
~0.109%xk
(0.025)
~0003
(0.036)
~0032
(0043)
0006
(0018)
0.004
(0.029)
~0.001
0012)
~0.049%
(0.026)
0.044x%
(0.020)
0004
(0018)
0034
(0031)
~0016
(0033)
~0023
(0023)
—0037%*
0017)
0029
(0.020)
~0019
(0.026)
0025
(0.030)
0.093%#*
(0023)
—0.043%xk
(0016)

0028
(0.024)
0.046%¥*
(0.008)
0.093%#*
(0.024)
013 1%+
(0.034)
0.088%**
(0.023)

Yes
-937.8
023
2,206
024

Opt-in countries

0.028%*
0013)
—0017%%*
(0.005)

0

(0033)
0023
(0.040)
0035+
0019)
~0.085%
(0.043)
0038
(0032)
~001
(0027)
0

(0023)
0.021)
~0.007
0011)
~0023
(0025)
0.048*
(0027)

0002
0016)
0019
(0027)
~003
(0.024)
~0018
(0028)
~0.039%
(0023)
0045+
0.021)
0017
(0024)
~0013
(0037)
0.065%*
(0.026)

—0.055%#*
(0015)

~0.004
(0.026)
0.035%k
0014)
0.092%+*
0016)
0.124%4k
(0.024)
0.089%+k
0018)

Yes
—490.2
017
1,498
013

Opt-out countries

~0012
0021)
0012
(0023)
0.151%#*
(0.003)
~0.068
(0123)
(0.034)
(0.034)
~0.059
(0.067)
~0.102
(0.150)
0033
(0028)
0.112%*
(0043)
0014
(0033)
—0119%*
(0.055)
0.054*
(0.028)
~0.002
(0028)
0062
(0083)
003
(0070)
~0037
(0062)
~0.040%*
0016)
~0.002
(0053)
(0.020)
0.096%#*
(0028)
0.143 %%
(0.050)
~0.026
0018)

0.107%+*
(0.003)
0.078%#*
0016)
0071
(0.059)
0131
0.101)
0089
(0.065)

Yes
—418.1
015
708
047

Note: Average marginal effects from probit regressions. Standard errors are clustered at the country level. * ** and *** denote significance at the

10%, 5% and 1% level, respectively.
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countries. Similar to results from the US, where borrowers had to apply for moratoria
(Cherry et al., 2021), mortgage holders in opt-in countries are significantly more
likely to use moratoria than borrowers with consumption or car loans.

Finally, if we only look at countries with private moratoria (Bulgaria, Croatia
and Poland),”" findings are similar to opt-in countries with one notable exception:
Trust in banks significantly increases the probability of moratorium use by 4 per-
centage points — highlighting that private moratoria often require renegotiation
between borrowers and lenders.

Clearly, country-specific factors that may not be captured by country fixed
effects could play an important role, and the results for country groupings may
differ from results for individual countries. For example, a recent analysis by the
Hungarian National Bank (2021) shows that in Hungary moratorium use is nega-
tively correlated with income. However, due to low numbers of observations per
country we do not present results at a more disaggregate level.*’

5.2 Differences between borrowers with expired and active moratoria in fall 2020

Borrowers with active moratoria in fall 2020 may have been more affected by
COVID-19 or may have had different debt portfolios than borrowers who had
exited moratorium by then. As discussed in section 4, we estimate a generalized
ordered logit, which is based on the assumption of a natural ordering in the depen-
dent variable (“no moratorium,” “expired moratorium” and “active moratorium”),
and a multinominal logit model, which assumes no ordering.”’ Table 3 shows the
results of both models for loan and indebtedness characteristics and indicators of
crisis affectedness, which are particularly important explanatory variables for mor-
atorium use (table 2). Regarding loan characteristics and indebtedness, many vari-
ables are insignificant. However, for respondents with four or more debt instruments,
the generalized ordered logit suggests a higher impact on moratorium use for bor-
rowers with active moratoria than for borrowers with expired moratoria. Similar
to the US, borrowers who have a mortgage are less likely to have exited moratoria
(Haughwout et al., 2020).

The increase in the probabilities for the crisis variables is generally higher for
active moratoria than for expired moratoria. For instance, in columns 4 to 6, expe-
rience of a shock increases the probability of initial take-up by roughly 3 percentage
points, while it increases the probability of ongoing moratorium use by 5 percentage
points. As expected, when considering the efficiency of the multinomial logit and
generalized ordered logit, the results are stronger when ordering is assumed in the
model, but also hold in the non-ordered case for the crisis variables. Both Albania

2l Results available upon request from the authors.

> The number of observations per country ranges between 165 (Romania) and 347 (Hungary). Even if we run a more
parsimonious speciﬁcation (such as table A4), individual country results indicate collinearity issues with a large
number of insignificant coefficients. As an alternative to splitting the sample into individual countries, we do not
compute average marginal effects but compute marginal effects fixing the single country dummies at value 1. How-
ever, these marginal effects “at representative” values are very difficult to interpret as results are relative to the
country which is the base category. Results are available upon request from the authors.

» We perform two alternative tests to examine the assumption of constancy of effects across categories for the alter-
native ordered logit model. The approximate likelihood-ratio test of proportionality of odds across response cate-
gories yields a Chi-squared statistic of 196 (p-value: 0.00). The Brant test shows several significant coefficients,
e.g. for labor market status, mortgage and remittances as well as country fixed effects also indicating that the
parallel regression assumption would be violated if we ran a simple ordered logit model.
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and Serbia have particularly high shares of moratorium users with expired morato-
rium (above 70%) (see chart 1). This is likely due to the design and expiration of
the moratoria in these countries, as prolonging existing moratoria or applying for
new moratoria was no longer an option. The absence of choice for borrowers dilutes
the strength of our analysis in table 3. Repeating estimations without Albania and
Serbia, the finding that a higher degree of affectedness by COVID-19 and higher
debt volumes (indicated by the number of debts and type of loan) contribute to
continued moratorium use is confirmed even more clearly.” This implies that the
repayment behavior and vulnerability of borrowers with expired moratoria might
not provide good guidance on what to expect once extended moratoria expire.
Large-scale cliff-effects are likely mitigated by the fact that moratorium design
largely included an extension of loan terms and no rise in post-moratorium install-
ment rates. Nonetheless, for borrowers with post-pandemic solvency rather than
liquidity issues, targeted solutions need to be found (e.g. in the form of loan restruc-
turings) once moratoria expire to avoid the social and economic costs associated
with sharply increasing borrower default rates.

Table 3

Determinants of moratorium use

No Expired Active No Expired Active

Dependent variable . . . . . .
moratorium | moratorium | moratorium | moratorium | moratorium | moratorium

Sample All countries
Model Multinomial logit ‘ Generalized ordered logit
Mortgage -0.031 -0.014 0.045%** -0.028 -0.02 0.048#**
(0.020) (0.017) (0.015) (0.018) 0.013) (0.018)
Foreign currency loan 0.021 —0.036%%* 0014 0.021 —0.038*** 0017
(0.024) 0.012) (0.023) (0.025) 0.013) (0.020)
2-3 further forms of debt -0,026 0,008 0,019 -0,027 0,01 0017
(0.030) (0.026) (0.015) (0.026) (0.010) (0.016)
4 or more further forms of debt ~ —0.096%** 0,028 0.069%*  —0.083*** 0.031#%* 0.057#**
(0.021) (0.031) (0.027) (0.026) (0.010) (0.016)
Mitigating actions: low =A==+ 0,031 0016  —0.050%** 0.022%** 0.028%**
(0.008) (0.019) 0.015) (0.006) (0.003) (0.003)
Mitigating actions: medium —0.092%#* 0.048%#* 0044  —0.089%** 0.037#x* 0.052#**
(0.027) (0.017) (0.028) (0.032) (0.013) (0.019)
Mitigating actions: high —0.130%** 0.059%** 0.071#%%  _0126%** 0.050%%* 0.076%**
(0.036) (0.020) (0.025) (0.040) (0.016) (0.025)
Experienced income shock —0.089#%* 0.039%* 0.050%#%* — —0.083%** 0.031%** 0.052%#*
(0.024) 0.017) 0.014) (0.026) (0.009) (0.016)
Country fixed effects Yes Yes Yes Yes Yes Yes
Additional controls as in table 2 Yes Yes Yes Yes Yes Yes
Log-L —1,237.5 —1,237.5 —1,237.5 —1,246.2 —1,246.2 —1,246.2
N 2,206 2,206 2,206 2,206 2,206 2,206

Source: Authors’ calculations.

Note: Average marginal effects from multinomial logit regression (columns 1-3) and generalized ordered logit regression (columns 4—6). Standard
errors are clustered at the country level. * ** and *** denote significance at the 10%, 5% and 1% level, respectively.

2 Upon request, results are availble from the authors.
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5.3 Moratorium use and loan arrears

A central question is whether borrowers exiting moratoria will fall into loan arrears
or will be able to resume repayment of loan instalments. To provide some prelim-
inary evidence on repayment abilities of moratorium users, we use survey evidence
on self-reported loan arrears. The survey question reads as follows:

Think of all the loans you have, either personally or together with your partner: Have you been
in arrears on loan repayments once or more during the last 12 months on account of financial
difficulties?

Yes, once

Yes, twice or more
No

Don’t know

No answer

[ONLY IF RESPONDENT ANSWERS YES]
And currently: Are you late with your loan repayments; and if yes, is your repayment more than
3 months late, or less than 3 months late?

No

Yes, more than 3 months late
Yes, less than 3 months late
Don’t know

No answer

It is beyond the scope of this paper to provide a full-fledged analysis of the
determinants of loan arrears. Therefore, the following results should not be taken
as a causal analysis and be interpreted with some caution: First, the number of
observations the analysis is based on is low. Second, we do not attempt to model
selection into the credit market and our analysis does not take into account supply
affects. Finally, the analysis is based on self-reported moratorium use and self-
reported arrears and may thus be subject to some measurement error. Many factors,
e.g. cultural factors and the type of moratorium, likely influence whether borrowers
think they are in arrears while actually having postponed payments in agreement
with the lender. Most of these limitations, however, will bias estimates downward,
which in turn lends some support to using the following results as some prelimi-
nary insights.

Over the 12 months preceding the survey, between 10% (Bosnia and Herze-
govina) and 40% (Albania) of borrowers reported to have been in loan arrears at
least once (chart 2, left panel). When comparing results from 2020 with previous
survey waves on loan arrears, we find that the percentage of borrowers in arrears
has, on average across countries, increased slightly — a finding which is in contrast
to what Cherry et al. (2021) report for the US, where housechold delinquencies in
2020 are below pre-pandemic levels. Looking at loan arrears which would qualify
as “nonperforming loans,” i.e. more than 90 days overdue, the percentages are
much lower than the percentages for loan arrears of less than 90 days overdue at
10% in North Macedonia and Albania and just above 1% in Croatia. Loan arrears
are correlated with moratorium use (chart 2, right panel). Every second borrower
with an active moratorium in fall 2020 reports having been in loan arrears at least
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Chart 2
Loan arrears
By severity and country By severity and moratorium use
% of borrowers % of borrowers
50 50
40 40
30 30
20 20
119711970 (e ©
0 = 0
BG HR CZ HU PL RO AL BA MK RS No moratorium  Expired moratorium  Active moratorium
W Loan arrears in past 12 months: once B Loan arrears in past 12 months: twice or more
mm Current loan arrears Current loan arrears: more than 90 days

Source: OeNB Euro Survey 2020.
Note: All data are weighted.

once over the past 12 months. For those borrowers who never relied on moratoria
the percentage is much lower at 22%.

It is important to remember that borrowers who were in loan arrears before
the pandemic were not eligible for moratoria in most countries. Nevertheless, loan
arrears are self-reported and it may well be the case that some (although clearly not
all, as illustrated by chart 2, right panel) borrowers perceive using the moratorium
as equivalent to being in loan arrears.

Table 4 presents selected results on the determinants of loan arrears and the
degree of arrears.” In line with previous research on the determinants of arrears,
income and adverse shocks are significant determinants of loan arrears (Duygan-
Bump and Grant, 2009). We further confirm that owing debt to utility providers
or nonbank private lenders such as payday lenders is also associated with a higher
propensity of loan arrears (Gerardi et al., 2018; Allinger and Beckmann, 2021).

Turning to moratorium use and its association with loan arrears, we find a
positive and significant correlation with previous but not with current arrears (col-
umns 1 and 2, table 4). To partially address our concerns that moratoria may be
perceived as equivalent to arrears, we first reduce the sample to borrowers without
active moratoria (columns 1 to 4). However, including them in a second step does
not change the results substantially. Compared to borrowers who never relied on
moratoria, borrowers with expired moratoria are 16 percentage points more likely
to have been in arrears once over the past 12 months and 6 percentage points more
likely to have been in arrears twice or more over the past 12 months. But borrow-
ers with expired moratoria were not more likely to be in arrears at the time of the
survey than those who never took up moratoria. This may indicate that moratoria
were indeed successful in tiding borrowers over the worst adverse shocks. For bor-
rowers with expired moratoria there does not seem to be an indication that they
are particularly prone to fall into loan arrears. However, the fact that we do not

% In specyf)/ing the model on the determinants (j'arrears, Wejbllow previous research. The control variables we
include are gender, size of household, labor market status, the industrial sector in which an individual works or
used to work, loan characteristics as well as indicators of wealth, income and indebtedness, plus adverse income or
labor market shocks and risk aversion.
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know whether borrowers who did not use the moratorium option but are in arrears
were eligible for moratoria or already in arrears before the pandemic is a serious
caveat.

Indeed, the positive correlation between previous use of moratoria and past
loan arrears could be of concern for policymakers and might be interpreted as a
sign that moratoria were in fact not successful in preventing nonperforming loans
that emerge due to temporary shocks. We investigated several possible economic
explanations for the positive correlation. For example, borrowers may have several
loans only some of which may be eligible for moratoria.’® Based on these additional
analyses we conclude that the positive correlation may be a survey response phenom-
enon, as respondents may perceive moratoria as being equivalent to loan arrears
and as both categories are self-reported. Thus, the main message from table 3 seems
to be that borrowers with COVID-19 moratoria did not fall into loan arrears when
resuming payment after their moratoria had expired (columns 3, 4, 7 and 8).”’

However, table 3 also indicates that borrowers who had exited moratoria
significantly differ from those who continued to rely on moratoria in fall 2020. Thus,
the outlook for loan arrear developments once moratoria expire for all borrowers
may yet be less optimistic than the findings summarized in table 4 suggest. Our
results are broadly in line with information released by several large banking
groups active in CESEE, which noted in their earnings calls for Q4 2020 that
default rates for loans exiting moratoria in their portfolios were very low (Seeking
Alpha, 2021a, 2021b and 2021c). At the time of writing, to our knowledge, regional
central banks had not released similar information yet, likely due to the fact that
moratoria were still largely ongoing when the fall/winter financial stability reports
were being drafted. While central banks only projected moderate increases in non-
performing loans, they highlighted uncertainties related to these projections (see
e.g. Czech National Bank, 2020; Hungarian National Bank, 2020).

% We run several regressions where we split the sample into borrowers with one loan and borrowers with several loans.
The positive correlation for past loan arrears with past moratorium use remains significant. We also include
further indicators of financial fragility, such as debt service-to-income ratios to control for financial vulnerability,
which could serve as an indicator for possible strategic behavior. We do not find that any of these modifications
change the findings Signyficantly. Results are not shown but available from the authors upon request.

27 Due to the low number of observations we cannot investigate whether there are any differences between opt-in and
opt-out moratoria with respect to loan arrears.
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Table 4

Effect of moratoria on loan arrears

Dependent variable

Sample

Active moratorium
Expired moratorium
Income shock
Mortgage

Foreign currency loan

Debt payday, pawnshop,

private, internet loan
Utility bill arrears

Owe money to family
Income: refused answer
Income: low

Income: medium

Country fixed effects

Sociodemographic controls

Log-L
N
P(DepVar=1)

Source: Authors’ calculations.

Loan arreas | Loanarreas | Currentloan| Currentloan| Loanarreas | Loanarreas | Currentloan| Currentloan
in past 12 in past 12 arrears arrears: more| in past 12 in past 12 arrears arrears: more

months: once| months: than 90 days | months: once | months: than 90 days

twice or twice or
more more
Borrowers with no or expired moratorium All borrowers

0.207#** 0.165%** 0.152%** 0.083#***

(0.037) (0.034) (0.027) (0.023)

172 == Q72 === 0.041 0.002 0.164*** 0.064#** 0.037 -0.002

(0.028) (0.025) (0.025) (0.013) (0.028) (0.024) (0.023) (0.011)

0.120%** 0.062%** 0.036%#* 0.004 0.130%** 0.076%** 0.057%** 0.017%*

(0.027) 0.013) 0.011) (0.007) (0.026) (0.016) 0.011) (0.008)

0.006 0.005 0.018 0.015 -0.002 0.007 0.019 0.016

(0.034) (0.018) (0.018) (0.010) (0.032) (0.020) (0.021) (0.012)

0.071##* -0.003 0.026* 0.007 0.078##* -0.001 0.031* 0.02

(0.026) (0.015) (0.015) (0.009) (0.029) (0.015) (0.017) (0.013)

Q232 == ONPERSS 0.072%#* 0.044#:# Q217> 0.102%** 0.076%** 0.057 %

(0.025) (0.014) (0.015) (0.006) (0.035) (0.016) (0.019) (0.014)

1577 0.088%*** 0.080%#* 0.030%#** 0.153%** 0.093%#* 0.083%##* 0.041 %%

(0.032) (0.023) (0.022) (0.012) (0.026) (0.025) (0.025) (0.015)

0.063* 0.050* 0,023 0,012 0.066* 0.053* 0,025 0.024%**

(0.036) (0.027) (0.019) (0.010) (0.034) (0.027) (0.020) 0.011)

—0.045* -0,019 —0.037%* -0,019 —0,041 —0,004 -0,013 0,01

(0.027) (0.012) (0.017) (0.016) (0.025) (0.022) (0.025) (0.020)

0.075%** 0.030%* 0.041%** 0.032%#* 0.088%*** 0.050%** 0.052%#* 0.040%*

(0.024) (0.018) 0.017) (0.016) (0.024) (0.018) (0.014) (0.017)

0.034%#x* 0.025%** 0.028%#* 0,006 0.031%** 0.026%%** 0.036%** 0,007

0.013) (0.007) (0.011) (0.007) (0.013) (0.008) (0.013) (0.008)

Yes Yes Yes Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes Yes Yes Yes

—856.5 -540.8 —398 —162.1 -999.2 —682.4 —540.1 —260.8

1,925 1,925 1,930 1,693 2172 2172 2,179 1,934

024 0.11 0.07 0.03 027 013 0.1 0.05

Note: Average marginal effects from probit regressions. Standard errors are clustered at the country level. ¥, ** and *** denote significance at the 10%, 5% and 1% level, respectively.

5.4 Robustness analyses

To investigate the reliability of our results from the three parts of the empirical
analysis, we conduct several robustness analyses. First of all, we are dealing with a
diverse set of countries and a diverse set of regulations regarding moratoria. To
ensure results are not driven by a particular country, we repeat estimations drop-
ping one country at a time, i.e. always using a sample of nine countries instead of
ten. We do not find that results are driven by one particular country. We further
repeat estimations clustering standard errors at the level of the primary sampling
units instead of the countries. Again, results do not change substantially.

As pointed out above, we estimated all probit models also as Heckman probit
models to check for selection bias. Using Heckman selection models, the magnitude
and significance of sociodemographic variables is hardly affected. This also holds
for the variables indicating affectedness by the crisis and experiencing adverse
shocks. Regarding indicators of indebtedness, we find that results from a Heckman
selection model indicate a slightly stronger and highly significant effect.
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To focus on the main variables of interest, we only presented one specification
for all models with respect to control variables. Some of these control variables are
correlated and might introduce multicollinearity issues to our estimates. Table A4
in the annex presents a specification where we drop financial literacy, personal
characteristics and beliefs and specify socioeconomic characteristics in a more par-
simonious manner. In addition to the specification presented in table A4 we repeat
estimations including only income or only labor market status as controls. Results
for the variables on loan characteristics or the COVID-19 impact do not change in
terms of sign or significance. In alternative specifications we also address the concern
of network effects. Guiso et al. (2013) find that knowing people who defaulted
strategically increases the propensity for strategic default. The question on moratoria
allows us to control for network effects. We find that knowing other moratorium
users increases borrowers’ propensity to use moratoria by 19 percentage points.
When we differentiate between active and expired moratoria (table 3), knowing
other moratorium users increases the likelihood of reporting an “expired morato-
rium” by 6 percentage points and the likelihood of reporting an “active moratorium”
by 9 percentage points. Controlling for network effects does not change our baseline
results.” Network effects regarding moratoria do not have an effect on loan arrears.

Regarding our generalized logit estimation, some of the probabilities estimated
are below zero. As this concerns few observations and we provide the multinominal
logit results as a comparison, we are not too concerned by this fact. For the multi-
nominal logit we tested the independence from irrelevant alternatives assumption
(IIA) — the test developed by Weesie (2000) and the Small-Hsiao test (Small and
Hsiao, 1985) do not reject the null hypothesis that the IIA assumption holds. The
test by Hausman and McFadden (1984) also does not reject the null hypothesis, but
has a negative test statistic for one outcome, which is not uncommon and likely the
result of some shortcomings of this test. In either case, the similarity of the estima-
tion results across the two models (and also the ordered logit) makes us confident
that our conclusions regarding the difference between borrowers with active mora-
toria and borrowers with expired moratoria at the time of the interview are sound.

6 Conclusion

During the pandemic, the option to defer loan repayments for a certain period of
time was available to borrowers in all CESEE-10 countries. Comparable data on
the take-up of moratoria by individuals in the region are scarce, though, and little
is therefore also known regarding who took up moratoria.

Our study aims to close this gap. We show evidence on moratorium use col-
lected in the 2020 wave of the OeNB Euro Survey in the CESEE-10 countries.
Our analytical results on moratorium use highlight substantial differences between
the opt-in and opt-out countries. In opt-in countries, eligibility was often tied to
pandemic-related constraints, so that being adversely affected by the crisis signifi-
cantly increases moratorium use. In the opt-out countries, certain sociodemo-
graphic variables, such as the sector of employment, the condition of respondents’
residence and the number of debt instruments held, are strong predictors, while
the impact of the crisis on individual borrowers does not play a role. For the full

28 We do not include network effects in our baseline specification as these may be subject to reverse causality, i.e. the
borrower may have been the one to tell the acquaintance and not vice versa.
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sample of countries, we further find that borrowers whose moratoria had expired
by fall 2020 were able to resume loan repayments and did not fall into arrears.
However, borrowers whose moratoria were still active in fall 2020 were more
affected by the pandemic and also held more debt than borrowers with expired
moratoria. This finding also indicates that the encouraging result of borrowers not
developing repayment problems after exiting moratoria may not hold for those
borrowers who relied on moratoria for an extended period of time.

Our results provide some preliminary insights for policymakers. It is reassuring
that moratoria indeed reached borrowers who were more vulnerable and less resil-
ient, contributing to reducing a surge in loan defaults during 2020. At the same
time, ongoing moratorium use could be an indicator for solvency rather than
liquidity issues. Thus, it would likely be overly optimistic to assume that results
from borrowers who exited moratoria could be extended to borrowers with active
moratoria. Going forward, banks’ and policymakers’ focus will need to shift from
short-term liquidity support to sustainable restructuring solutions for struggling
borrowers. Lessons from the global financial crisis of 2008 should be heeded. For
instance, McCann et al. (2020) use the example of mortgage distress in Ireland
after the global financial crisis to illustrate the importance of long-term sustainable
restructurings rather than short-term fixes. They point toward a clearly positive
correlation between deeper up-front repayment cuts and the likelihood of a suc-
cessful restructuring. Amromin et al. (2020) reviewed the US experience after the
global financial crisis and point out that there are many ways to ease borrower dis-
tress with differing costs to borrowers and lenders: reducing payment-to-income
ratios, forbearance, loan refinancing and debt forgiveness. Besides, they also point
out that borrower assistance should not be over-engineered and excessively complex,
and that social safety nets and income support can be important complementary
factors to ensure debt sustainability in the medium and long term.

Our results also point out some interesting avenues for future research: While
valuable and a good starting point, our results strongly highlight the need for col-
lecting further and more detailed evidence, for example, on debt overhang and
especially on moratorium-induced debt overhang. Cross-country surveys might
not be the ideal tool to collect hard data on debt overhang. However, survey data
may provide insights on how moratoria affected the relationship between lenders
and borrowers. Survey data may especially provide valuable insights into whether
government-led debt relief intervention could have adverse effects going forward,
such as creating moral hazard problems or inducing credit constraints. With a his-
tory of banking crises during transition in some of the CESEE-10 countries, govern-
ment-led intervention in debt relief may have a strong impact on trust in banks.
Our results also indicate that the country-specific differences in moratorium design
matter as well. Future research may provide insights into whether opt-in or opt-
out moratoria proved to be more successful in achieving the different policy goals
related to borrower welfare and financial stability. Last but not least, unwinding
will have to be country-specific and would benefit from case studies for individual
countries.

26

OESTERREICHISCHE NATIONALBANK



Use of loan moratoria by CESEE households:
who are the users and how vulnerable are they?

References

Agarwal, S., G. Amromin, I. Ben-David, S. Chomsisengphet, T. Piskorski and A. Seru. 2017.
Policy intervention in debt renegotiation: Evidence from the Home Affordable Modification
Program. In: Journal of Political Economy 125(3). 654—712.

Allinger, K. and E. Beckmann. 2021. Prevalence and determinants of nonbank borrowing in
CESEE: evidence from the OeNB Euro Survey. In: Focus on European Economic Integration
Q1/21. OeNB. 7-35.

Amromin, G., ]J. Dokko and K. Dynan. 2020. Helping homeowners during the Covid-19
pandemic: Lessons from the Great Recession. Chicago Fed Letter 443.

Association of Serbian Banks. 2020. The Second Moratorium Worth Almost One Billion
Euros. Association of Serbian Banks Press Release. August 21.

Beckmann, E., J. Fidrmuc and H. Stix. 2012. Foreign Currency Loans and Loan Arrears of
Households in Central and Eastern Europe. OeNB Working Papers 181.

Brant, R. 1990. Assessing Proportionality in the Proportional Odds Model for Ordinal Logistic
Regression. In: Biometrics 46(4). 1171-1178.

Cherry, S. F., E. X. Jiang, G. Matvos, T. Piskorski and A. Seru. 2021. Government and
private household debt relief during Covid-19. NBER Working Paper 28357.

Costa, S. and L. Farinha. 2012. Households’ indebtedness: a microeconomic analysis based on
the results of the households' financial and consumption survey. In: Financial Stability Report.
Banco de Portugal.

Croatian National Bank. 2020. Macroprudential Diagnostics: third quarter of 2020. In: Croatian
National Bank Macroprudential Diagnostics V/12. October.

Czech National Bank. 2020. Risks to financial stability and their indicators — December 2020.

Duygan-Bump, B. and C. Grant. 2009. Household debt repayment behavior: What role do
institutions play? In: Economic Policy 24(57). 107-140.

EBA. 2020. First evidence on the use of moratoria and public guarantees in the EU banking sector.
Thematic note. EBA/Rep/2020/31.

EIB. 2021. CESEE Bank Lending Survey. Spring.

EIB. 2020. CESEE Bank Lending Survey. Autumn.

Fischer, A. M. and P. Yesin. 2019. Foreign currency loan conversions and currency mismatches.
CEPR Discussion Papers 13923

Gerardi, K., K. F. Herkenhoff, L. E. Ohanian and P. S. Willen. 2018. Can't pay or won't
pay! Unemployment, negative equity, and strategic default. In: The Review of Financial Studies
31(3). 1098-1131.

Guiso, L., P. Sapienza and L. Zingales. 2013. The Determinants of Attitudes towards Strategic
Default on Mortgages. In: Journal of Finance 68(4). 1473-1515.

Guiso, L. and P. Sodini. 2013. Household Finance: An Emerging Field. In: Stulz, M. (ed.) Hand-
book of the Economics of Finance. Elsevier. 1397-1532.

Haughwout, A. F., D. Lee, J. Scally and W. van der Klaauw. 2020. Following Borrowers
through Forbearance. Federal Reserve Bank of New York Liberty Street Economics. November 17.

Hausman, J. A. and D. L. McFadden. 1984. Specification tests for the multinomial logit model.
In: Econometrica 52(5). 1219-1240.

Heckman, J. ). 1979. Sample Selection Bias as a Specification Error. In: Econometrica 47(1). 153-161.

Henderson, }. V., A. Storeygard and D. N. Weil. 2012. Measuring economic growth from
outer space. In: American Economic Review 102(2). 994-1028.

Hungarian National Bank. 2021. Financial Stability Report. June.

Hungarian National Bank. 2020. Financial Stability Report. November.

FOCUS ON EUROPEAN ECONOMIC INTEGRATION Q3/21 27



Use of loan moratoria by CESEE households:
who are the users and how vulnerable are they?

Long, J. S. and J. Freese. 2014. Regression Models for Categorical Dependent Variables Using
Stata, 3rd Edition. Stata Press.

Lusardi, A. and P. Tufano. 2015. Debt literacy, financial experiences, and overindebtedness,
In: Journal of Pension Economics and Finance 14(4). 332-368.

McCann, F. and T. O’Malley. 2020. Resolving mortgage distress after COVID-19: some lessons
from the last crisis. In: Central Bank of Ireland Financial Stability Notes 2020/7.

Mocetti, S. and E. Viviano. 2017. Looking behind mortgage delinquencies. In: Journal of Banking
and Finance 75. 53-63.

Nguyen, C. H. 2007. Access to credit and borrowing behaviour of rural households in a Transition
Economy. In: FAQO International Conference on Rural Finance Research. March 19-21.

Polish National Bank. 2020. Financial stability report. December.

Piskorksi, T. and A. Seru. 2018. Mortgage market design: Lessons from the Great Recession.
Brookings Paper on Economic Activity. 429-513.

Republic of North Macedonia Ministry of Finance. Economic Reform Program 2021-2023.
https://finance.gov.mk/wp-content/uploads/2021/01/Economic-Reform-Programme-2021-2023.pdf

Romanian National Bank. 2020. Financial stability report. June.

Seeking Alpha. 2021a. UniCredit SpA (UNCFF) CEO Jean-Pierre Mustier on Q4 2020 Results
— Earnings Call Transcript. February 11.

Seeking Alpha. 2021b. Raiffeisen Bank International AG (RAIFF) CEO Johann Strobl on Q4 2020
Results — Earnings Call Transcript. March 12.

Seeking Alpha. 2021c. Erste Group Bank AG (EBKOF) CEO Bernd Spalt on Q4 2020 Results —
Earnings Call Transcript. February 26.

Small, K. A. and C. Hsiao. 1985. Multinomial Logit Specification Tests. In: International Eco-
nomic Review 26. 619-627.

Weesie, J. 2000. Seemingly unrelated estimation and the cluster-adjusted sandwich estimator.
In: Stata Technical Bulletin 9.

Williams, R. 2006. Generalized Ordered Logit/Partial Proportional Odds Models for Ordinal
Dependent Variables. In: The Stata Journal 6(1). 58—82.

Wolfe, R. 1997. OMODEL: Stata modules to perform tests on ordered probit and ordered logit
models. Statistical Software Components $320901. Boston College Department of Economics.

28

OESTERREICHISCHE NATIONALBANK



Annex

Use of loan moratoria by CESEE households:
who are the users and how vulnerable are they?

Table A1

Variable definitions
Variable

Female
Size of household

Manages household finances

Labor market status
(employed, self-employed,
unemployed, retired)

Income (high, medium, low,
refused answer)

Condition of residence: poor

Own secondary residence

Financial literacy

Industry of occupation

Source: OeNB Euro Survey.

Definition

Dummy variable that is 1 for female respondents, else zero.

Number of household members permanently living in the household, including household members that are
temporarily absent (e.g. students or persons doing military service).

Dummy variable that is 1 for respondents who state they are either personally or together with someone else in
charge of managing household finances.

Dummy variable coded as 1 if respondent belongs to the selected occupational category. Omitted category:
employed. Students are excluded from the sample.

Dummy variables that take the value 1 for each net household income tercile (high, medium, low). Sample values are
used to construct terciles. For those respondents who did not give an answer, an additional dummy variable is defined
(income refused).

Dummy variable defined by interviewer based on the answer to the following question “Could you describe the
condition of the dwelling? Excellent and well maintained; good, needs some minor repairs; poor, needs major work;
very poor, some walls, ceilings need replacement.” Categories "“poor, needs major work™ and “very poor, some walls,
ceilings need replacement” defined as 1, else zero.

Dummy variable that takes the value 1 if the respondent or someone living in the same household owns a secondary
residence.

Categorical variable ranging from 0 to 3 depending on the number of correct answers to the following 3 questions:
(1) Suppose you had 100 [LOCAL CURRENCY] in a savings account and the interest rate was 2% per year.
Disregarding any bank fees, how much do you think you would have in the account after 5 years if you left the
money to grow: more than 102, exactly 102, less than 102 [LOCAL CURRENCY]? / Don't know / No answer.

(2) Suppose that the interest rate on your savings account was 4% per year and inflation was 5% per year. Again
disregarding any bank fees — after 1 year, would you be able to buy more than, exactly the same as, or less than
today with the money in this account? / Don't know / No answer.

(3) Suppose that you have taken a loan in EURO. Then the exchange rate of the [LOCAL CURRENCY] depreciates
against the EURO. How does this change the amount of local currency you need to make your loan installments? The
amount of local currency... increases / stays exactly the same / decreases / Don't know / No answer.

“Don't know' responses are counted as incorrect answers, “No answer” responses missing.

Dummy variables based on a question regarding industry of occupation. The original question covers 16 industries,
which we group into 3 categories that are little, moderately and highly affected by lockdowns.

Industry of occupation: ICT, public sector: Dummy variable that takes the value 1 if respondent’s profession is in

(i) Banking, financial and insurance activities, (i) Information and communication technology, (iii) Professional,
scientific, technical, administrative and maintenance services, (iv) Education (kindergarten, school, university, etc.),
(v) Human health care, nursing and social work activities, (vi) Public administration, justice, police, defence, trade
unions, religious organizations, else zero.

Industry of occupation: tourism, arts, personal services, other: Dummy variable that takes the value one if the
respondent’s profesison is in (i) Tourism, accommodation, restaurant, café, bar, (ii) Arts, culture, entertainment and
recreation, (iii) Personal services (hairdresser, beauty treatment, funeral, etc.), (iv) other sector, else zero.
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Table A1 continued

Variable definitions
Variable
Receives remittances

No savings
Trust banks

Risk averse

Mortgage
Foreign currency loan

# further forms of debt

Debt payday, pawnshop, pri-
vate, internet loan

Utility bill arrears
Owe money to family
Mitigating actions

Experienced income shock

Source: OeNB Euro Survey.

Definition

Dummy variable that takes the value 1 if the respondent receives remittances from abroad.
Dummy variable that takes the value 1 if the respondent does not have any savings, zero if respondent has savings.

Dummy variable based on the following question “Please tell me how much trust you have in the following institu-
tions: (...) domestically owned banks (...) foreign owned banks (...). For each of the institutions, please tell me if you
tend to trust it or tend not to trust it. 1 means | trust completely,” 2 means "l somewhat trust,” 3 means "l neither
trust nor distrust,” 4 means ““| somewhat distrust” and 5 means "l do not trust at all.” Answers 1 and 2 are coded as
1, else zero.

Dummy variable based on the following question “Please tell me whether you agree or disagree on a scale from 1
(strongly agree) to 6 (strongly disagree) with the following statement: “In financial matters, | prefer safe investments
over risky investments.” Answers “strongly agree” and “agree” are defined as “risk averse”, else zero.

Dummy variable that takes the value 1 if the respondent has a mortgage, zero otherwise (consumption loan, loan for
education or other purposes).

Dummy variable that takes the value 1 if the respondent has a loan denominated in foreign currency, zero if
respondent has a loan denominated in local currency.

Categorical variable ranging from 0 to 3 depending on the number of debts the respondent owes from the following
list: overdraft, bank loan, credit card debt, purchase from a store or company using installment credit, leasing
contract, a utility provider by delaying payment of bills, internet loan, payday loan, pawnshop, money owed to
employer, money owed to family, relatives or friends, money owed to another private lender, other debt.

Categories are defined as: O debt owed, 1 debt owed, 2-3 debts owed, 4 or more debts owed. Base category:

1 debt owed (Sample does not include respondents without debt).

Dummy variable that takes the value 1 if respondent owes money to a payday lender, pawnshop, private lender or
internet loan provider, else zero.

Dummy variable that takes the value 1 if respondent owes money to a utility provider, else zero.
Dummy variable that takes the value 1 if respondent owes money to family or friends, else zero.

Categorical variable ranging from 0 to 3 depending on the number of mitigating actions the respondent had to take
from the following list: reduce amount spent on everyday expenses, reduce or postpone larger expenditures, reduce
money set aside for savings, reduce help to friends or relatives whom | helped before, utilize savings or sold posses-
sions, take out a loan from a bank, over-draft bank account, borrow money family and friends or from another
source, delay payment of rent or other bills, forced to move. 1-2 mitigating actions are defined as “low"; 4 mitigating
actions are defined as “medium”; 5 or more mitigating actions are defined as “high”. Base category: zero mitigating
actions.

Dummy variable that takes the value 1 if respondents had to reduce work hours and received a reduced salary, were
laid off from a job or if households experienced an unexpected significant reduction of their income over the past 12
months; zero if none of the above apply.

30

OESTERREICHISCHE NATIONALBANK



Use of loan moratoria by CESEE households:
who are the users and how vulnerable are they?

Table A2
Summary statistics
Minimum | Maximum| Mean
Borrowers Moratorium | Moratorium | Moratorium | Expired Active
Variable users users: opt-in | users: opt-out| moratoria moratoria
countries countries
Female 0 1 049 0.53 0.54 0.52 0.53 0.51
Size of household 1 5 3.08 319 3.03 330 325 313
Manages household finances 0 1 0.88 0.89 0.88 0.90 0.90 0.88
Unemployed 0 1 0.10 0.11 0.13 0.09 0.10 0.13
Self-employed 0 1 0.11 0.11 0.17 0.06 0.09 0.13
Retired 0 1 0.11 0.05 0.04 0.06 0.05 0.06
Income: refused answer 0 1 022 0.22 0.18 0.24 0.22 0.19
Income: low 0 1 0.15 0.13 0.18 0.10 012 0.16
Income: medium 0 1 0.28 0.31 0.34 0.29 032 0.29
Condition of residence: poor 0 1 0.09 012 0.10 013 012 0.10
Own secondary residence 0 1 0.10 0.10 012 0.09 0.09 0.11
Financial literacy=1 0 1 0.20 018 0.18 0.19 0.19 0.18
Financial literacy=2 0 1 0.31 036 037 0.34 033 038
Financial literacy=3 0 1 0.34 033 0.26 0.38 0.34 0.30
Works in public sector/ICT 0 1 0.30 0.26 0.21 0.30 0.28 0.25
Works in tourism, arts, personal
services, other 0 1 0.13 017 0.19 0.16 0.16 0.18
Receives remittances 0 1 0.09 0.06 0.09 0.05 0.05 0.08
No savings 0 1 0.53 0.61 0.56 0.65 0.63 0.61
Trust banks 0 1 0.34 0.31 0.30 032 033 0.28
Risk averse 0 1 0.66 0.66 0.58 0.72 0.68 0.65
Mortgage 0 1 048 0.48 0.49 047 0.44 0.55
Foreign currency loan 0 1 0.24 0.25 0.22 0.28 0.26 0.24
2-3 further forms of debt 0 1 043 0.44 0.39 0.47 0.47 0.40
4 or more further forms of debt 0 1 0.12 0.21 0.25 0.17 0.19 0.22
Debt payday, pawnshop, private,
internet loan 0 1 0.10 0.13 0.19 0.08 0.10 017
Utility bill arears 0 1 0.07 014 0.10 0.16 015 013
Owe money to family 0 1 0.13 017 0.22 0.14 015 0.20
Mitigating actions: low 0 1 0.34 0.29 0.25 033 0.31 0.27
Mitigating actions: medium 0 1 0.28 035 037 0.34 037 034
Mitigating actions: high 0 1 0.15 0.26 0.32 022 0.23 0.30
Experienced income shock 0 1 0.41 0.57 0.74 0.46 0.56 0.60
Source: Authors’ calculations.
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Table A3

Public information on moratorium use by households in CESEE

Source

Indicator

Period

Reporting entity

Bulgaria
Czechia

Hungary

Croatia
Poland
Romania
Albania

Bosnia and Herzegovina
North Macedonia

Serbia

Source: Authors’ compilation.

OeNB Euro
Survey

% of respon-
dents with
loan

Sept.-Oct.
2020

Individuals in
CESEE

19.7%
17.8%

29.7%

9.3%
17.1%
9%
19.9%

6.3%
67%

68.4%

EBA (2020)

9% of household
loan portfolio

June 30, 2020

1-3 large banks
per country

7% (mortgages:
7.6%)
Not included

21.9% (mort-
gages: 25.3%)

71% (mort-
gages: 8.1%)
8.5% (mort-
gages: 8.5%)
13.0% (mort-
gages: 8.9%)
Not included
Not included
Not included

Not included

EIB (2020)

EIB (2021)

% of affected portfolio based on
answers from banks in intervals —
average = share of banks in
interval multiplied with mid-point

of interval

Sept./Oct.
2020

March/April
2021

15 international banking groups
and 85 (EIB, 2020)/ 90 (EIB, 2021)
local subsidiaries/ banks (~ 50%
of regional banking assets)

Average: 10.1%
Average: 15%

Average: 47.5%

Average: 7%
Average: 15%
Average: 13.5%
Average: 22.5%

Average: 15.5%
Average: 21.5%

Average: 87%

Average: 9%
Average: 10%

Average: 41%

Average: 5%

Average: 18.5%
Average: 13.7%
Average: 17.5%

Average: 5%
Average: 11.5%

Average: 70%

Central banks and banking associations'

Varying

Varying

Varying

As of October 31, 2020: 15% of household loan
portfolio (Czech National Bank, 2020)
As of June 2020: 60% of households with loans, and

~50% of household loan portfolio (Hungarian
National Bank, 2020)

As of August 31, 2020: 6.7% of household loan
portfolio (Croatian National Bank, 2020)

As of end Q3: 5% of household loan portfolio
(Polish National Bank, 2020)

As of June 5, 2020: ~8% of households with loans
(Romanian National Bank, 2020)

As of August 2020: terms eased for 54.8% of household
loan portfolio (mainly postponed repayment) (Republic
of North Macedonia Ministry of Finance, 2021)

As of mid-August 2020: take-up of second morato-
rium: 82% of households (including moratoria on credit
cards, overdrafts) (Association of Serbian Banks, 2020)

" Only information where household loans were reported separately and either as a percentage of a portfolio or a percentage of loan holders is included.

Chart A1
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Table A4
Robustness: determinants of moratorium use
Dependent variable Moratorium use
Sample All countries Opt-in countries Opt-out countries
Female 0.024 0.037%* —-0.001
0.016) (0.015) (0.036)
Size of household —0.005 —0.014** 0.01
(0.008) (0.007) (0.027)
Manages household finances 0.024 -0.012 0.108*#*
(0.029) (0.031) 0.011)
Employed 0.056* 0.031 0.113*
(0.029) (0.025) (0.063)
Income: refused answer 0.005 0.049* —0.066
(0.038) (0.026) (0.069)
Income: low -0.02 —-0.002 —-0.097
(0.043) (0.021) 0.161)
Income: medium 0.009 0 0.033
0.017) (0.020) (0.032)
Condition of residence: poor —0.006 —0.056%* 0.093%*
(0.029) (0.024) (0.043)
No savings 0.051%*#* 0.049%* 0.062%**
0.017) (0.022) (0.024)
Mortgage 0.034* 0.043** 0.016
(0.018) 0.017) (0.055)
Foreign currency loan —-0.021 0.011 SO0/t
(0.022) (0.023) (0.027)
2-3 further forms of debt 0.018 —0.011 0.084**
(0.028) (0.037) (0.020)
4 or more further forms of debt 0.087#x* 0.068#** Q139
(0.023) (0.024) (0.048)
Industry of occupation: public sector/ICT —0.042%* —0.056%** —-0.025
0.017) (0.016) (0.028)
Industry of occupation: tourism, arts, personal
services, other 0.034 0.005 0.096%**
(0.024) (0.028) (0.010)
Mitigating actions: low 0.051%#* 0.033** 0.096%#*
(0.009) (0.015) (0.028)
Mitigating actions: medium 0.090%#* 0.089%#:* 0.074
(0.022) (0.020) (0.059)
Mitigating actions: high Q4= @135 0.146
(0.030) (0.019) (0.103)
Experienced income shock 0.095%** 0.099%*+* 0.086
(0.022) (0.018) (0.063)
Country fixed effects Yes Yes Yes
Log-L —1,000.1 —532.9 —441.8
Pseudo-R2 022 0.15 0.14
N 2336 1592 744
P(DepVar=1) 0.24 0.13 0.47

Source: Authors’ calculations.

Note: Average marginal effects from probit regressions. Standard errors are clustered at the country level. * ** and *** denote significance at the
10%, 5% and 1% level, respectively.
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