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Spoteczne skutki kryzysu kredytéw hipotecznych odrszcych se do walut obcych
Streszczenie

Kredyty indeksowane oraz denominowane do walut aibdpdnoszce s¢ do walut ob-
cych) byly udzielane w Polsce osobom nigggapcym dochodéw w walucie obcej, w okresie
od 2000 do 2013 roku. Charakterystygziechy tych kredytow bylo toze najczsciej byty
udzielane w krajach Eurorodkowo-Wschodniej. W przywotanym okresie kredytiesaka-
niowe byly najszybciej rogiea pozych w aktywach bankéw. Jedynie w okresie od grudnia
2002 roku do kaca 2012 roku udziat kredytow mieszkaniowych w akdgiv bankow wzrést
ponad p¢¢ razy, a w nalenosciach od sektora niefinansowego gk@izyt st czterokrotnie.
W latach 2005-2010 kredyty mieszkaniowe zdominovetityktug bilansu sektora bankowego.
Znaczna zmiana kurséw walutowych (m.in. CHF, EUBDU JPY) w odniesieniu do zlotego
(znaczne ostabienie PLN) wpkta bezpérednio na wart& biezaca kosztéw obstugi zobow
zania, jak te wycere tacznego zobowgzania kredytu hipotecznego odngszgo st do walut
obcych — wartéci kredytu i jego kosztow wyliczonych w PLN.

Stowa kluczowe:koszty spoteczne, kredyt hipoteczny, kredyt indekany, kredyt denomi-
nowany, kredyt walutowy

Abstract
Social impact of the crisis of foreign currency-reated mortgage loans

Loans indexed and denominated in foreign currer(cgdated to foreign currencies) used to
be granted in Poland to those not receiving incoma foreign currency, in the period from
2000 to 2013. A characteristic feature of thesedoa that they were usually granted in the
countries of Central Eastern Europe. In this periodns were the fastest growing item in the
banks' assets. In the period from December 20@2etend of 2012, the share of housing loans
in banks' assets increased more than fivefold f@ndold in receivables from the non-financial
sector. In 2005-2010, loans dominated the struafithe balance sheet of the banking sector.
A significant change in foreign exchange rates. (ElgF, EUR, USD and JPY) in relation to
the zloty (a significantly depreciated PLN) contributed dileto the current value of the costs
of operating liabilities, as well as the valuatmntotal mortgage obligations related to foreign
exchange, the value of credit and its costs cdkedilim PLN.
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Introduction

In the post-war years, until 1989, noding stock was generated on a scale that would
meet the growing social needs. This was causewvbyhings: deficit in the offer of flats for
rent on one hand, and on the other hand the enerpr@ssure on property possession, which
used to be largely limited, and often inaccessipt@r to the transformation. The above cir-
cumstances justify a radical change in the attitofdeanks and mortgage clients, manifested
in a wide range of such loans (especially thoseoshémated in foreign currencies). This al-
lowed banks to get through to those clients wholdioot be able to service the loanziotys
and also created a broad demand base for housmhghanconnected, what at that time
seemed, cheap debt financing.
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The banking sector was offering mortgagdated to foreign currency, including Swiss
franc, as early as 2000. Interest rates on hous@gs inzloty was as high as 20% at that
time. For many Polish people who wanted to buygartaent, loans at such a high cost were
then simply unavailable. In 2004-2005, there wastrangthening of the PLN against the
CHF, thus allowing those with loans denominated®wiss franc to actually experience re-
duced interest rates, which further reinforced cbexmon argument for such loans being a
favorable solution and built an additional markgtmessage.

The relative ease (favorable initial cibinds relating to the share of credit in real &sta
financing and different credit scoring procedurarthn foreign currency-denominated loans)
in obtaining a mortgage loan related to a foreigmency resulted in the entry to the group of
borrowers of those persons and households who wwatlcthormally receive a PLN loan at
that time, which would therefore not lead to theatasion of a real estate purchase transac-
tion.

The situation in which one could, withoatich formalities, take a mortgage loan in
foreign currency triggered a huge increase in theber of transactions on the real estate
market, and thus the corresponding real estate prarease, until the revaluation. Bank cus-
tomers were eager to borrow easily available I@atsmost of them did not anticipate deteri-
oration of their credit conditions or what wouldppan if they were no longer be able to pay
back their loans (Szgiowska 2010, p. 22).

An additional impetus for increased pusgh&ransactions in 2005-2006 was the grow-
ing real estate boom, further expanded by mediarten the planned restrictions on the
availability of foreign currency-related loans, dlly introduced on July 1, 2006 &ecom-
mendation S concerning Good Practices Related taddge-Secured Credit Exposures

This article attempted to compile the hixgses identifying potential social effects of the
crisis of foreign currency-related loans usingistiaally-derived data, research results pub-
lished by public institutions, and scientific assaents that confirm the assumed model of in-
ference by either indicating or confirming the éxnce of these phenomena in society and the
economy.

The analysis presents data from two main pericglat 2013 and as at 2015. The 2013 fig-
ures demonstrated the scale of the problem airtteedf withdrawing the offer of loans denom-
inated in foreign currencies. The 2015 data, medawinade it possible to estimate the scenar-
iI0 most similar to the current one. In additionpdinted out how the situation of borrowers
changed over the last two years, particularly fellg significant exchange rate changes and
measures taken by financial market supervisioncandumer protection authorities.

Identifying the causes of the crisis of foreign cuency-related mortgage loans
Indexed and denominated loans relatddreagn currenci€swere granted in Poland in
the period from 2000 to 2013 to persons who wetaeaeiving income in foreign currercy

' According to GUS (Polish Central Statistical Oéfic 114,060 dwellings were commissioned in 2005%5.
increase compared to the previous year). In companvith 2004, the number of residential units dmwed for
sale or rent increased by 38.4%. See mor&imansowanie nieruchondoi przez banki w Polscroperty Fi-
nancing by Banks in Poland], as at June 2006, KR&nking Supervision Commission), Warsaw, November
2006, pp. 28-29.

? This article was developed on the basis of studiesanalyses carried out by the author on the desimn of
the Chancellery of the President of the Republi®olfand, as included in this papAnaliza dotyczca spotec-
znych skutkéw kryzysu kredytéw hipotecznych odogsa s¢ do walut obcych. Raport koowy, Warsaw, Sep-
tember 15, 2016.

* Despite being referred to as "foreign currencyridaand the binding of their interest rates wita tHBOR,
these loans were not actually foreign currency $o&ither economically or legally. See moreliizasadnienie
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The lending mechanism applicable to foreign curyandexed and -denominated loans was
significantly different from the traditional foreagcurrency loan in which the lender pays for-
eign currency to the borrower and subsequentlymsdbe payment of principal and interest
installments in foreign currenty

The characteristic feature of these loaas that they were most often provided in Cen-
tral and Eastern European countriBe¢ommendation of the European Systemic Risk Board
... 2011, p. 9). Housing loans in the aforementibperiod were the fastest growing item in
the banks’ assets. Only between December 2002 hendrtd of 2012, the share of housing
loans in the banks’ assets increased more thafolidyeand fourfold in receivables from the
non-financial sector. In 2005-2010, housing loaosthated the structure of the banking sec-
tor's balance sheet.

According to analyses by UKNF (Polish ©#fiof the Financial Supervision Commis-
sion), the rapid development of the housing loarifpio in 2002-2008, including loans re-
lated to foreign currencies, was mainly due to (Kwak 2013, p. 5):

- rising household incomes;

- inflow of foreign financing;

- reduction of interest rates;

- strong mitigation of credit standards;

- spread of low-interest foreign currency loansagexl to foreign currencies);

- high demand for housing;

- rapidly rising real estate prices (in Poland atiter countries);

- relatively low initial value of housing loan ptwtio in banks and good quality of that portfo-
lio.

In turn, according to analyses by ZBP igPoBanks Association), the main sources and
conditions affecting the existence of the offetazns related to foreign currencies in Poland
are, among otherskfnsekwencje decyzji o uwolnieniu kursu CHR2015, p. 2). de-
mographics, low costs of the money related to fpreiurrencies, savings gap, rising opti-
mism and foreign transfers. According to estimdtgNBP (National Bank of Poland), Po-
land received a total EUR 36.1 billion from Poligkople’s work abroad in the UE countries
in 2004-2013 (more than EUR 41.6 billion from aimEU transfers). In relation to GDP,
these transfers accounted for 1.4% in 2004 ana@renore than 1.7% in 2007 (Chmielew-
ska 2015, p. 15).

As a consequence, only at the end of MaB4the period of decreased granting of this
type of loans), the value of housing loans excedele 330 billion, which accounted for
23.3% of the total assets of the banking sector 40% of non-financial receivables. The
share of housing loans related to foreign currenamounted to approximately 12.8% of the

do projektu ustawy z dnia 2016 r. 0 zasadach zwnatktérych nalénasci wynikapcych z uméw kredytu i po-
zyczki Sejm of the Republic of Poland, Warsaw 2016.

* It was only after the issuance by the FinancigeBuision Authority of Recommendation S (IV) of d8ne
2013 concerning Good Practices in the ManagemeMarfgage-secured Credit Exposures that the pesfod
foreign currency-related loans granted to individuended. Recommendation stated that banks shoolddp
retail customers with mortgage loans only in therency in which they earn income, also for higheime cli-
ents.

® In the case of indexed and denominated loansfferetit construction was used. With respect toitidexed
loan, the mechanism consisted in that the amoutihe@foan, denominated in Polish currency, wassteaed
into the foreign currency to which the loan wasexeld at the date of concluding the loan or itsdnas. As a
result of this procedure, the bank calculated theunt of the loan in a foreign currency whose amd@tame
the loan's credit. In turn, that structure was rezdor denominated loans, where, on the day o€lading the
loan or its tranches, the bank recalculated the &vaount denominated in a foreign currency intddRaturren-
cy, using the bank's exchange rate for that cuyreBee more inzasadnienie do Projekt ustawy o zasadach
zwrotu niektérych nalmaosci wynikajcych z umoéw kredytu i pgczki Sejm of the Republic of Poland, Warsaw
2016, p. 13.
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balance sheet total of the banking sector and ahras 68.2% of non-financial receivables

(Kwasniak 2013, p. 8).

In terms of volume, PLN loans prevailedtie portfolio, but foreign currency-related
loans prevailed in terms of value. This was duthéofact that the latter had the average value
nearly twice as high. At the end of 2012, the mbiifwas structured as follows (Kér@ak
2013, p. 9):

- quantitative structure: PLN loans at 980,000 uni¢s,58.4%; loans related to foreign cur-
rencies at 700,000 units, i.e. 41.6% (including,B80 units for CHF, 113,000 for EUR,
and 6,000 for other currencies);

- value structure: PLN loans at PLN 143.5 billioe, i44.6%; loans related foreign cur-
rencies at PLN 178.3 billion, i.e. 55.4% (includiRgN 144.6 billion for CHF, PLN 31.4
billion for EUR, and PLN 2.3 billion for other camcies);

- average loan amount: PLN loans at PLN 141,500;doafated to foreign currencies at
PLN 253,000

By offering loans related tforeign currencies, borrowers were able to assuigteeh liabili-
ties and finance higher real estate values, oftearge cities where prices per square meter
were much higher than in smaller towns. This wgseeslly the case for young men and
women just starting their working life, migrant wers from small towns and villages, with-
out any savings and devoid of own funds to invAstoan related to foreign currency was
then the solution to fully cover the value of thegerty, with banks often granting higher
loans plus funds for development, as most new ptiegefell under what was known as de-
velopment status.

However, the main driving force behind grewth of foreign currency-related loans
was the high difference in the amount of monthjyagement installments between PLN loans
and foreign currency-related loans, and thus theeeted total costs of servicing each of
them. For example, at the time of granting the |dhe expected costs of PLN loans were
from about 20% to over 200% higher (triple) compangth the costs of similar CHF loans
(Raport o sytuacji bankéw w 2015 roki2016, p. 88).

The persistent high interest rate dispdrttween Poland and other countries led to PLN
loan costs remaining substantially higher thandss of foreign currency loans. According
to ZBP analysis, this was the main reason why cmessi were willing to take loans related to
foreign currencies. Lower borrowing installments foreign currencies naturally increased
the creditworthiness of some borrowdssata kskega kredytéw frankowych.2015, p. 8).

According to ZBP studies, the flat-renting castall urban areas were higher than the
cost of servicing the loan, especially foreign eaany-related, taken for paying a similar flat.
This provided an additional impetus for borrowigpurchase housing rather than renting it.
Therefore, it can be considered that it was maimeyfavorable macroeconomic environment,
high interest rates on PLN loans and high rent§ #@dtogether, made the borrowers prefer
foreign currency-related loans, especially CHFptioer bank loansBfjata ksega kredytow
frankowych..2015, p. 9).

In view of the above, at the end®015, the number of loans and advances indexed
and denominated in foreign currency that were @b Polish consumers was more than
713,000 at PLN 173 billion in total, of which 56@Mand PLN 144 billion, respectively, were
loans or advances denominated in Swiss francs. bfa$tese loans and mortgages were se-
cured and the majority concerned housing lodiméadnienie do Projekt ustawy o zasadach
zwrotu niektorych nabmasci... 2016, p. 12). A slightly different data on the nwenbf loans
and their value for the corresponding period isfbin the 2015 UKNF Annual Report (Ta-
ble 1).
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Table 1. Loan portfolio structure by currency

y the which the loan is related

Loan portfolio structure by loan PLN Foreign CHF EUR Other cur-
currency currency- rencies
IN TOTAL related
Loan number (units) 1948963 1318514 630449 2 BB | 101573 6 130
Loan value (PLN min) 370 624 204 543 166 081 1B 6 27182 1283
Average loan value
(PLN thousand) 190,2 155,1 263,4 263,3 267,6 209,3

Source:Raport o sytuacji bankéw w 2015 rQlUNF (Polish Financial Supervision Advisory), Wans2016, p.
98.

Significant changes in exchange rates (among otbElis, EUR, USD and JPY) in rela-
tion to thezloty (significantzloty depreciation) directly affected the current vabiidiabilities
servicing as well as valuation of the total morgéman related to foreign currencies - and its
costs calculated in PLN. UKNF studies indicate thatof 35,600 risk-bearing housing loans
in the banks’ portfolios at the end of 2015, foreigurrency-related loans exceeded 16,500
while there were 19,500 PLN loariRgport o sytuacji bankow w 2015 roki2016, p. 96).

Identifying social impact of the crisis of foreigncurrency-related mortgage loans

The need for greater involvement of funds thanioally assumed by the borrower on
foreign currency loans brought serious negativéaseffects. The increased cost of servicing
the loan increased its share in the household'gdiudhereby "squeezing" other spend-
ing/consumption areas such as groceries, cloteigqgipment, leisure, culture, tourism, educa-
tion, etc. Those at an increased risk are the geerar lower-income borrowers aged 40 or
older. The low income was limited by the flexibjliiln terms of exchange rate fluctuations,
while the age determined the professional attrantgs on the labor market, the level of de-
velopment and the limits of social promotion. Soafig¢hose borrowers experienced slower
salary growth than the average observed in theawogrRaport o sytuacji bankéw w 2015
roku...2016, p. 96). According to S.J. Adamczyk, specifitthe debt instrument in question
allowed for the recognition that mortgage-secuhs related to foreign currenciwsre a
high-risk banking product exposing those in gairgoiployment to three markets in particu-
lar: the foreign exchange market, the real estaheket and the economic situation. S.J.
Adamczyk argued for the real estate market andaber market exposure to be correlated
with the borrower's exposure to the risk of cydlickange of economic conditions, whereas
the ability of the borrower to pay back the loapel®ded on the circumstances of the labor
market (Adamczyk 2014, p. 7). This significantlycamulated potential negative social ef-
fects in the event of any disturbance in the abuaekets.

The scale of the increase in operatinggscwvas revealed by the significant change in
exchange rates. For example, the change of CHF@XdNange rate between 15 march 2001
and 13 September 2016 was over 66%, while in theegzeriod, the exchange rate changed
approx. 17,7%, 5.3% and 13% for EUR, USD and JeSpectively. That significant change
in the Swiss franc exchange rate was not entir@gpensated by a drop in interest rates as it
directly translated into a significant increaséha borrower's burden disclosed in the value of
the installment loan paid in the period and thaltgaluation of their liabilities towards the

® In the justification to the draft act on the rufes reimbursement of certain debts arising fromnand credit
agreements, it is pointed out that even the Chiamgedf the President of the Republic of Polanderees letters
from people struggling with everyday problems ipagment of loan installments and people who haresady
lost their assets, and often also family and hedlliese speeches can be very emotional and dégidtagic
fate of many borrowers and their families.
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lender. The increase in the cost of servicing nagégloans related foreign currencies had a
higher dynamics for the borrowers than the averveage increase in the economy (in a given
sector where they were employed), thus causinglgeiperization of the borrowers' popula-
tion, particularly those earning income from renmated employment.

The situation was aggravated by the flaat LIBOR rates, the reference point for the
cost of mortgage loans related to foreign curres)orgere very low, which in case of their
growth would considerably affect debt service cogiither contributing to the pauperization
of the borrower and their family (indirectly, of Albusehold members).

According to UKNF data, in the case ofrage CHF borrowers, the increase in the
monthly repayment rate was offset by an increasenmuneration that occurred in the econ-
omy since the loan was received. This meant thdt Geétrowers generally should not have
problems servicing their liabilities (although oslkeould also bear in mind that most loans
were granted for lower amounts, and the majoritsnggriages, so that, in assessing their situ-
ation, wage increase should be multiplied by twdoag as both spouses had a job). Howev-
er, UKFA also stressed that the general conclusimnect for the borrowers in general did
not reflect all individual cases. Consequentlyre¢his a group of borrowers whose financial
situation has not improved over the period congideor has even deteriorated as a result of
the reduction or loss of a certain part of incoorehe occurrence of events that have substan-
tially affected their earnings (e.g. family illnesstc.) Raport o sytuacji bankow w 2015
roku...2016, pp. 85-86).

In view of the risk associated with hagsioans, the number and value of loans subject
to restructuring should be taken into account, w&ittoubling of the number and value of such
loans by 2015 (88.1% and 122.1%, respectively)52840 saw a slight increase in the num-
ber and the value of loans whose borrowers toolartdge of the so-called “loan holidays”
(Raport o sytuacji bankow w 2015 rokw2Q16, p. 102), with no distinction of PLN and for-
eign currency loans as the restructured loans e&rey converted into Polistioty.

In line with UKNF data, the bank's loanrfi@io contains an interestingly high
share of loans granted at the peak of the realeestdl market and the effective reduction of
foreign currency loans in 2012-2015. The lowestliguavas represented by the 2008 and
then 2007 loan portfolio, i.e. loans granted atghek of the real estate bull market. The dete-
rioration of loan quality in 2009, which was comgiale or lower than the portfolio of loans
granted prior to 2007, was also significant, whitre relatively high share of risk-bearing
loans resulted from the "maturing” of that portbolnd the large number of loans repaid
ahead of time (loans granted in the first half lo¢ fpast decade concerned much lower
amounts, among other things due to significantlydioreal estate prices and more conserva-
tive rules of granting loan&k@port o sytuacji bankéw w 2015 roki2016, p. 104).

The exclusion of some market participdrdsn secondary real estate transactions as a
result of their "permanent” real estate relatiopstthoked” the market. Overproduction of
real estate at low actual demand (eliminating pademand) affected the prices of housing
products and thus caused the loss of potentialfilefi@ their owners. S.J. Adamczyk came
to the conclusion that if a borrower would losauldjty and would either like, or be forced, to
repay the loan immediately, they could end up payire amount several percentage points
higher than the actual value of the property. Therdwer would be then “imprisoned” in
their flat given that, in many cases, the moneynfriie sale of the property would not be
enough to repay the loan. Even if someone borrawedey for a small part of the property,
they would still find it hard to reconcile with thiact of having to pay back to the bank signif-
icantly more money than was borrowed (Adamczyk 2@14).

According to UKNF analyses, different scenariosligglpto different borrower groups, as
illustrated by the following phenomena for borrosvef CHF loans taken in the following
periods Proby rozwgzania problemu..2015, p. 9).
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- in 2008, when the value of debt in PLN increased thie purchased properties lost their
initial market value and were priced below the pase price;

- in 2007, when the value of debt in PLN increased #e purchased properties retained
the initial purchase price;

- by the end of 2006, when there was an increadeeivalue of debt in PLN, accompanied
however by a significant increase in real estateepr(often exceeding 100%, especially
in large urban areas).

According to J. Gwizdala (2012, p. 328seq), the above situation on the Polish market
can be mapped back to what happened on the Amemeaket. At that time, low mortgage
rates and the resulting increase in bank lendidgtdeincreased demand for property and a
rise in real estate prices. The resulting increag@operty prices, i.e. the value of mortgage
collateral, allowed banks to liberalize their lamglipolicies and increase the availability of
credit. This, then, led to an increase in demandi&ts and an increase in their prices, where-
as the increase in real estate prices created@ualicredit demand as borrowers were under
pressure of inflation in the housing market and delay in purchasing decisions resulted in
measurable losses for homeowners.

At the time of taking the loan, the installmentsRifN loans were much higher than the
installments of CHF loans. According to the UKNIpod, at the time of granting the loan, all
CHF borrowers paid significantly lower installmetisn their PLN counterparts (in the ana-
lyzed example, the loan installment was on avefea 10% to over 70% higher than the
CHF loan rate), resulting from the WIBOR and LIB@Rerest rate disparity for CHF and
was the main motivating factor for taking foreigmrency loans in the first place. In 2012-
2015, the situation was gradually reversed. Assalt®f PLN depreciation against CHF, and
strong NBP interest rate reductions in 2012-2013F ®orrowers (with few exceptions) end-
ed up paying higher installments than PLN borrow@aport o sytuacji bankow w 2015
roku...2016, p. 80).

Due to the change in the market situation (as altres PLN depreciation against CHF
and the strong reduction of NBP interest ratesOh222015), the currently expected costs of
loans denominated in CHF are higher than PLN Idarnth few exceptions), with the most
disadvantaged being those borrowers who have @akKeiHF-denominated loan between June
2007 and June 200&4&port o sytuacji bankéw w 2015 roki2016, p. 89).

According to UKNF calculations, for the majorityrgations of CHF loans, the monthly
increase in installments relative to the first atisbent was about 20-30%. Negative effects of
strongzloty depreciation were largely offset by a strong droiCHF interest rates. Because
of that, for the majority generations of CHF loatig increase in monthly installments rela-
tive to the first installment did not exceed 20-30Phe exceptions are some generations of
loans granted mainly for periods of 15-20 yearsemshthe increase reached as much as 40-
50% (it is a derivative of the length of the loanm - extending the period of crediting would
reduce the amount of the installment). On the dtlaeid, for some generations of loans grant-
ed for periods of 35 years or more, the increagepayment installments was below 20% or
even marginal. Despite the increase in repaymeatdliments of CHF loans, for most genera-
tions of loans they were comparable or still laydelp to 30%) lower than initial installments
paid by PLN borrowers. The exception are some geioeis of CHF loans granted mainly for
periods of 15-25 years. It is also true that, desghie increase in repayment rates, CHF loans
were still significantly lower than the maximum agnent installments paid by PLN borrow-
ers. The exception was some generations of CHFsIgeemted mainly for the period of 15
years Raport o sytuacji bankéw w 2015 roki2016, pp. 81-83).

However, it should be emphasized that the estimaifathe relation between the cost of
installments in PLN and CHF has a primary impairhresulting from the assessment of the
financial capacity of the household assuming thbility to service the loan denominated in
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foreign currency. The initial assessment and sbhatke installment in the household budget
was greatly disturbed and all the consumer andsinvent restrictions in the borrower's port-
folio appeared in a much larger realm, thus affectheir individual case. The argument used
by the banking community that PLN borrowers incdrmeore difficulties than CHF borrow-
ers did not change the situation of individual rehads and the huge risks additionally af-
fecting their financial, family and social circurastes.

A generation of "credit slaves" emerged as a nesiakphenomenon, based on living a
life with the awareness of long-term default. Oa tme hand, it limited social and economic
activity, while on the other hand it generated fi@ience towards debt, a condition in which
each subsequent commitment "does not worsen" thal bad situation, and the desire to
"live life to the full" imposes wrong consumer dgons based on further crediting and gener-
ating a debt spiral.

After analyzing the components of this legal relaship between the lender and the bor-
rower of a foreign currency-related loan, it cancoecluded that the instrument in question
was not an unconditional right to property owngrsimdeed, the defined conditionality leads
to the "enslaving" of the borrower and limiting th@roperty rights as proven by S.J.
Adamczyk in his publication. According to that amtks assessment, until the last delivery of
loan installment payment to the bank, there is ecifig double right of control over the
loaned property. S.J. Adamczyk believed that comsarnould find out about the existence
of that duality of control under the relevant metta financing the acquisition of real estate
only once they have failed to fulfill the contragkwbligations as to the delivery of install-
ments, thus prompting the bank to start enforcirggrights resulting from the mortgage loan
and the bank enforcement title (BTE) that remainefdrce until August 2016 The author of
this article finally came to the conclusion thag tteal estate would become unconditional
property of the borrower only after the deliverytio¢ last installment of the foreign currency-
related loan and the subsequent removal of the bamkgage from the land and mortgage
register. Until then, the entire legal relationshipthe borrower demonstrated the features of
the agreement on the ownership of the loaned pypp&damczyk 2014, pp. 7-8).

Conclusions

Increasing the sum of liabilities has bderctly and indirectly affecting the situation of
borrowers and their households, influencing theegation of actual negative social conse-
guences. Continued maintenance of mortgage loamsneated in foreign currencies in the
financial system will entail growing threats to taeonomy, society, but also to individual
households and the borrowers themselves.

This risk in question applies equally togh who have and do not have liabilities arising
from mortgage loans related to foreign currendies. not an exaggeration to say the all
were, and still are, borrowers of foreign curren®jated loansas the costs of the crisis re-
sulting from their occurrence are borne directlg/anindirectly by each market participant.

The model for solving this problem shoukl llmsed on a full analysis of the costs and
benefits of interventions, as well as the abandaimé maintaining the status quo. It will
also prove necessary to identify and analyze bosiiscand benefits, among others, in the so-
cial, economic, spatial, demographic, legal, finahand political dimension (in terms of na-
tional economic security).

Credit would have to be adjusted to the dwer's financial circumstances, both short-
and long-term. The structure should ensure thetggatban can be repaid, and therefore

" BTE - Bank enforcement title - a document (in filen of a statement) stating the existence of #uekls due
claim against a person with whom it has conductéadrging activity or who has secured such a ligbikith
the bank . After issuing the enforcement claus¢hleycourt, BTE becomes an enforcement title aridesasis
for the court enforcement officer to initiate judicenforcement.
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should not cause undue burdens on household incantesonsequently limit its capacity to
meet development needs and current consumption.

It is also worth citing UKNF and stress th@ihe correct applications for all borrowers do
not reflect all individual cases. It must be bormenind that, despite the fact that the banking
environment presents many extremely favorableisakito the population of those who have
taken foreign currency-related loans, there is augy of borrowers whose financial circum-
stances not only has not improved, but has detaeor substantially since receiving the loan
as a result of the reduction or loss of a portidnircome or the occurrence of events that
have caused a substantial deterioration of themaficial situation (Raport o sytuacji
bankow... 2016, p. 96).
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