
NEW PRODUCTS - REVERSE MORTGAGE 
FOR SENIORS IN POLAND
Piotr Łyszczak, Bogusław Półtorak

The article is dedicated to relatively new mortgage product
called Reverse Mortgage. This specific type of bank loan allows
seniors to convert equity in their home into tax-free cash, without
selling or giving up the ownership title. Borrowers can take the lo-
an as credit line, a lump-sum payment, fixed monthly payments
or a combination of the above. It does not have to be repaid
until the borrower moves out of the house or dies. Reverse mort-
gage are frequently described as an offer for “house rich but
cash poor” people who prefer to “age in place”. Authors pre-
sent the key issues concerning the topic of Reverse Mortgage
sharing useful information from USA and some of the European
countries. The article gathers most of Polish data about the po-
tential market for Reverse Mortgage.

STRUCTURING BANK CREDIT 
PORTFOLIO FOR SECURITIZATION
Magdalena Kalasińska

The paper presents the author’s own procedure of construc-
ting credit portfolio assigned for securitization, fitted for the Polish
environment. In this procedure the credit risk has been accepted
as main determinant. The goal of this procedure is to create such
credit portfolio that can be securitized under the bank required
credit risk and return ratef.

RISK OF REAL ESTATE LEASING
Małgorzata Okręglicka

Polish civil and tax law regulations have eliminated the gre-
atest risk for the Polish business environment by implementing Re-
al Estate Leasing as a form of funding investments. The leasing
transaction is not free from risk, what can limit the effectiveness
of such contract. The main types of risk, in case of real estate le-
asing, are: lessor’ risk, lessee’s risk and the risk of the leasing ob-
ject itself – the real estate property. Generally speaking, the risk
of Real Estate Leasing is significantly higher than the one of
other capital assets, because of high value of transaction and
different rules of real estate transaction market. Identification
and characterizing of risk factors allow limiting negative results
of their influence.

CREDIT RISK AND BANK’S SAFETY REGULATIONS
Jacek Łaszek

This article covers the basic safety requirements in credit po-
licy of mortgage loans. Selected historical experiences are

presented in regard to credit risk. Some of the Polish market
development experiences are also presented for clearer
comparison.

Basic safety requirements in mortgage lending have been
developed as a result of negative banking experiences cau-
sed by real estate crises and have developed over time along
with the changes in risks generated by economical environ-
ment, legal regulations and institutions. To mitigate the risks, in-
cluding credit risk, some specialized mortgage institutions ha-
ve been developed. Discussion concerning their efficiency is
still on going .

The Polish mortgage loans market develops very dynami-
cally since late 90’s. Currently, the share of mortgage loans
in loans portfolio becomes significant. Tough competition on
the market forces liberalization in approach towards borro-
wers’, even though the basic safety rules are not being im-
plemented yet. Despite the fact that Poland has passed the
“mistake time”, there is no wider experiences in regard to the
quality of the portfolio, especially in crises situations. It requ-
ires the banking sector to conduct a better quality credit risk
analysis of these portfolios.

THE ROLE OF RATINGS IN FINANSING 
COMMERCIAL REAL ESTATE (CRE) – ANALYSIS
ATTEMPT (PART I) KRZYSZTOF CZERKAS
Robert Nowak

The goal of this paper is to present the possible shape of
banks’ internal credit rating systems dedicated to the financing
of commercial real estate. Such systems will be a part of IRB
Basel II. The paper is divided into two parts. Part one presents
definition of credit risk Rating, its background and evolution. Ty-
pical corporate rating criteria adopted by many banks are li-
sted and described. However, those criteria are the subject of
constant development; they do not reflect specifics of commer-
cial real estate (CRE) financing. Part II will cover development
of credit risk rating systems dedicated to CRE. In order to ma-
intain its competitive edge, banks must prepare or refine its in-
ternal rating system dedicated to commercial real estate. Ba-
sel II enhances such a need, since well designed CRE credit
internal rating system can reduce demand for regulatory capi-
tal. The possible CRE credit risk rating criteria will be to a gre-
at extent linked with the quality of real estate property, the re-
al estate market and real estate property location. While most
banking institutions are to use similar rating criteria, weights ap-
plied can vary among institutions. The relative weightings are
the result of statistical tools applied during designing and vali-
dation of rating criteria and reflect individual bank’s credit phi-
losophy and gathered experience. Typical corporate rating
criteria will be also used in real estate transaction assessment,
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in order to evaluate the quality of commercial real estate cash-
-flow and strength of project sponsors and general contractors. 

In specific Polish conditions, development of credit rating sys-
tems devoted to CRE will contribute to “project finance” beco-
ming a more and more popular philosophy of real estate pro-
jects implementation.    

CREDIT RISK MODELING 
– INSURER’ PERSPECTIVE
Tadeusz Hołyński

This article covers some characteristics of credit risk mode-
ling presented from the point of view of the insurer. Practical
rules, which are important in building and monitoring mortga-
ge loans insurance portfolio by the insurer, are discussed. The
important moment for further development of insurance pro-
ducts would be the introduction of mortgage default insuran-
ce (borrower’s equity), which would allow to share risk be-
tween bank and insurer. Mortgage insurance is also a tool
for mortgage loans standardization. Having insured mortga-
ge loans originated by different banks, the insurer has influen-
ce (in fact: a positive impact) on unification of risk assessment,
portfolio standardization of these banks for the sake of secu-
ritization.

At the stage of risk identification and classification, which
is followed by an insurance contract, the insurer specifies ba-
sic risks, which have or could have impact on level and pro-
bability of default.

One of the fundamental conditions in risk identification and
classification, as well risk assessment and valuation is indirectly
eliminating information asymmetry in a bank-insurer relation.
For better security of insured mortgage loans the following are-
as, in order of significance, can and should be regulated:
■ insurer specialization – monotype – in banking loans insu-

rance, especially in mortgage loans
■ capital adequacy for that type of insurer
■ specified requirements  for development and dissemina-

tion of technical reserves
■ obligatory rating for insurer
■ regulation on loans insurance rules  - eliminating anti-selection
■ introduction of basic risks matrix as sample for risk premium

calculation
■ introduction of legal solutions allowing for and shortening

title guarantee term
Introduction of regulations allowing the insurer to underta-

ke prevention activities against the borrower in case of pro-
bability of default and repossession of loan collateral in ca-
se insurance is paid off, as well as rewriting mortgage from
bank to insurer.

HOUSING LOANS IN SKOK
Izabela Rutkowska

Polish credit unions are specific financial institutions which
operate as none profit entities. For over 13 years now they ha-
ve marked and forced their place on the financial market and
have secured a certain position in financing real estate mar-

ket. Currently, housing loans granted in SKOK constitute only
1 per cent of the amount of housing loans granted by all
banks on the Polish market. The development of housing lo-
ans in Polish credit unions is strongly limited by the law and
high security costs, especially mortgages.

ROLE OF TAXATION METHODS IN REAL ESTATE
FINANCING 
Marta Maciejasz-Świątkiewicz

This article presents problems linked to the choice of land 
property taxation method. Two options are presented. The first
one is based on the area of the land itself and the second one
is based on its value. According to advantages and disadvanta-
ges of both methods the article shows how and when either of
them should be implemented. Since the efficiency of the taxation
procedure depends on the character of the subject itself, it sho-
uld be also considered when to choose the appropriate form of
taxation.

STANDARDIZATION OF HOUSING MORTGAGE
PRODUCTS – RECOMMENDATIONS OF THE 
EUROPEAN BANK FOR RECONSTRUCTION 
AND DEVELOPMENT
Marek Meluch

In 2004 the European Bank for Reconstruction and Deve-
lopment published ‘The Mortgage Loan Minimum Stan-
dards Manual: List of Minimum Standards and Suggested
Best Practices for Financial Institutions’. The Manual was writ-
ten with the intention that all banks and finance institutions
that have received credit lines form EBRD, will comply with
the standards and practices listed in the manual. This was to
ensure that the mortgage written can be included in either
Mortgage Bonds or Mortgage Backed Securities’ issues. 

Sooner or later, the growing mortgage market in Poland
will demand standardizing its mortgage pool and all its ac-
tivities. The primary reason for this is the ongoing process of
the creation of the secondary mortgage market. The Manu-
al might be used as an example or a valuable educational
tool to standardize the Polish mortgage market. 

INVESTING IN REAL ESTATE – RISK APPROACH
Elżbieta Gołąbeska

The main factor leading to economic development is
undoubtedly investing. In a market economy there are
many different forms of investing. In Poland investing in
real estate becomes increasingly popular. Properly chosen
property can secure good and firm source of income or
be a tool to multiply the invested capital as a result of
on increase of the property value in time. However it can-
not be determined that such investment is risk free. The
disadvantage of investing in real estate is lack of fluctu-
ation in the market as well as risk of some loses that
– in fact – is also a vital part of many other investment pro-
ject types. 
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HOUSING POLICY IN THE BIA¸YSTOK 
CITY DEVELOPMENT STRATEGIES.
Elżbieta Gołąbeska

Following Poland entering the European Union structures,
the process of new economic order development brings
new possibilities of changes in different sectors of social
life in the country. Development of a particular region de-
pends to a large degree upon its inhabitants' standard of
living. By ‘standard of living’ we mean, among other, a po-
ssibility of satisfying basic needs. One of them is having
an own apartment. Home ownership can be definitely con-
sidered a fundamental element of existing in a given society
and be a basis of a further involvement in all other fields of
activities within the economy. Therefore the housing policy has
its justifiable place among directions of economic deve-
lopment undertaken by regional authorities. 

OFFICE REAL ESTATE MARKET IN WARSAW.
Steven Hitchen

Office Market: 2005 saw the recovery in the Warsaw of-
fice market sustained for yet another 4 quarters. A new re-
cord for take up of 108,773 sqm was attained in the first qu-
arter (take up being contracts signed for new space, expan-
sions, lease renewals, etc.), and for the second year running
the annual total broke the 300,000 sqm barrier. 

RETAIL SPACE MARKET.
Steven Hitchen

Retail Market: Poland is the largest consumer market in the
CEE region, and the retail market is developing quickly. The
fact that the country has 39 cities with populations of over
100,000 means that there has been, and for the moment still
is room for developers to undertake new projects.

APARTAMENT RENTAL MARKET – WARSAW, KRA-
KOW, POZNA¡, WROC¸AW, TRI-CITY
Agnieszka Kopacz

The article presents the key results of the research conduc-
ted by REAS Konsulting in order to review and evaluate
current housing rental markets in Warsaw, Kraków, Poznań,
Wrocław and Tri-city. The article describes current situ-
ation on housing rental markets, average rents in different di-
stricts of the cities, market segmentation and common rental
standards. In the conclusions part there are also estimates
of the profitability of investment into new flats bought for
rent in the biggest Polish housing markets.

Currently, in all these cities there is a visible boom noted on
the primary housing market. As far as the rental sector is con-

cerned the findings are not very optimistic – with the rising
mortgage affordability the demand for renting flats is relatively
low. At present the rental rates are at the level which allows to
maintain a flat, but not to gain noticeable profit. Growing sup-
ply of newly offered apartments shall still limit the rental profit
potential in the near future. It may be expected that some of
those, who have purchased – or will purchase an apartment
as investment – shall offer the property on the rental market ac-
cepting the lower rent in exchange for acquisition of a long-
-term and reliable tenant. Neither growth of apartment rental
rates, nor demand surplus over supply on the rental market
should be expected under such circumstances. The main pur-
pose for investing in the purchase of new flats is rather expec-
ted significant growth in housing prices in the next years, than
gaining from current rental rates.

REAL ESTATE INVESTMENT FUNDS 
– GENERAL OVERVIEW
Mateusz Skubiszewski

The aim of the article is to present Real Estate Investment
Funds in general, including pointing out their importance for
the development entire real estate investment market. The au-
thor defines the Real Estate Investment Fund as a vehicle of
collective investment in real estates. Further on, different types
of Funds operating on the international market are presented.

The second part of the article covers the history and cur-
rent development of Real Estate Investment Funds on the Po-
lish market with a description of both foreign Funds investing
in Poland and Funds originally established in Poland.  

POST-AUDITING– A METHOD FOR IDENTYFING
DEVELOPER INSOLVENCY RISK  
Stanisław Kasiewicz, Waldemar Rogowski 

The general aim of this article is to present a proposal for
structuring developer post-audit information use in the pro-
cess of developing quality rating systems. This rating system
can be used as an alternative method for the insolvency risk
one. The presented proposal is based on a following as-
sumption: the profile of developer’ activity has project rela-
ted character. Authors argue whether the most important fac-
tors in adequate developer insolvency risk estimation are;
the market condition, intellectual capital together with qualifi-
cations of the analyst and risk of realized projects. They pro-
ve indirectly that standard financial information is not adequ-
ate enough for developer companies risk evaluation. Rese-
arches conducted to date recommend a different approach
– one based on a rating system built on deflections betwe-
en planned size and quantity of given developer investment
projects together with their final results. ■


