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I. MACROECONOMIC CHARACTERISTICS 
 
Indicators of macroeconomic stability1 show that after Slovenia gained independence 

macroeconomic policies carried out their stabilization task with relative success. In 1995 and 

1996, economic growth was achieved without any significant disequilibrium in public finance 

and without any obvious deficit on the current account of the balance of payments until 1999. 

Except in 1999, the main factor of economic growth was foreign demand. In terms of 

development opportunities in the 1995-1999 period, the structure of domestic demand was 

also positive, the average annual growth of investment in fixed assets being almost three 

times higher than the growth of final consumption. In 2000 and 2001, the structure of GDP 

growth changed due to the reduction of the share of investments in GDP (which was partly 

cyclical and partly a result of public finance restrictions) and had, particularly in 2001, a 

decisive effect on the slowdown of GDP growth and the cyclical deviation of economic 

growth from the SEDS’ medium-term projections. Given the accentuated budgetary financing 

of investments as an anticyclical economic policy measure in 2002, the structure of 

investments is changing both institutionally and in terms of their economic purpose (greater 

share in financing by the public sector and more infrastructural investments than planned on 

a medium-term basis).  

 

In 1999, the external balance was reduced as a result of changed management conditions 

within the country and abroad, the main reasons being on one hand the rapid growth of 

imports due to high domestic consumption stimulated by expectations before the introduction 

of VAT and, on the other hand, the modest growth of exports due to a less favourable 

                                                      
1 The indicators of macroeconomic stability are: 1) GDP growth rate in fixed prices; 2) inflation rate; 3) balance 
of payments equilibrium; 4) external debt; 5) equilibrium in public finances; 6) public debt; 7) employment rate; 8) 
unemployment rate; and 9) country risk. 



conjuncture in the international environment. In 2000, the deficit on the current account of the 

balance of payments remained relatively high, mostly because of the obvious worsening of 

international trade conditions and the dynamic growth in imports of intermediate goods. The 

current account of the balance of payments was balanced in 2001, reflecting unique impacts: 

the structure and weak dynamics of domestic consumption growth, reflected in low import 

rates in real terms, and the persistence of relatively high export rates, mostly resulting from 

increased exports to the less demanding and on a long-term basis less sustainable markets 

of East and South-east Europe. The problem of insufficient export competitiveness, reflected 

in a modest increase of market shares in EU markets, particularly compared to other Central 

European countries, thus remains. External debt began to increase more rapidly in 1995 

mainly because of heavier private sector borrowing and partly because of increased central 

government borrowing (the issue of bonds after 1996). External borrowing of the private 

sector was particularly heavy in 1999 and 2000, due to favourable external borrowing 

conditions and the lifting of restrictions on external borrowing in February 1999. The 

worsening of the external borrowing indicators that characterized 1999 and 2000 slowed 

down in 2001 thanks to, in particular, the reduction of the deficit on the current account of the 

balance of payments and increased inflows of foreign direct investment.  

 

An important role in stabilisation of the entire economy was played by price stabilization 

which was the result of restrictive monetary policy, reduced depreciation of the Slovenian 

tolar, the policy of administered prices and income policy reforms, and made inflation fall to a 

single-digit annual rate after 1995. In June 1999, the annual growth in prices fell to 4.3% but 

started to rise again after the introduction of VAT in mid-1999. Accelerated price rises 

towards the end of 1999 and in 2000 were stimulated by mostly external factors (higher 

prices of oil derivatives and raw materials in the world market, relative strengthening of the 

US dollar and increasing inflation in EU member-states). External factors continued to 

influence price growth in the first half of 2001, although also increasingly important for the 

dynamics of price flows were internal factors influencing the growth in prices of food and 

utility services as well as of transport fuels and heating as a result of higher excise duties. 

The gradual slowdown in long-term inflation indicators made annual inflation fall to 7% at the 

end of 2001. Higher VAT rates and excise duties seen at the beginning of 2002 caused a 

new transitional increase of annual inflation, while growth of regulated prices remained one 

of the most important factors able to interrupt the downward trend of inflation more 

permanently. The weighted share of regulated prices in the price index decreased from about 

30% in 1997 to about 13% in 2001. Until 1997, their contribution to inflation was more or less 

similar to their share in the price index, whereas after 1997 it was characteristically above it 

every year. In the 1995-2001 period, prices of services grew faster than the prices of goods, 



mostly due to the differences between tradable and non-tradable sectors that caused 

disparities in productivity growth among individual sectors and, consequently, different price 

growth dynamics (the Balassa-Samuelson effect). 

 

Despite the relatively dynamic economic growth after 1993, positive trends in the labour 

market were only recorded in 1999. The main reason for the decrease or stagnation of 

employment was economic restructuring which, with the reduction of the number of people in 

employment, particularly in industry, caused a gradual increase of productivity, technical 

equipment and gross value added per employee. Since 1999, both the number of 

unemployed persons and the registered unemployment rate have been decreasing. Inflows 

into unemployment have, on the contrary, not fallen: for the third consecutive year, the 

number of people looking for their first job and the number of those made redundant have 

been increasing, while the direct flow from unemployed to employment is decreasing. 

Despite the positive trends in employment, the problems of structural unemployment remain 

practically unchanged. 

 

In wages policy, the main objective is the growth of gross wage per employee in real terms 

lagging behind the growth of gross labour productivity, and this objective has been achieved 

since 1997 (since 1996 in the private sector). A new increase of wage supplements with 

relevant amendments to sectoral collective agreements and the collective agreement for 

doctors, which began in 1998, resulted in a significant rise of wages per employee in the 

public sector in 2001. Throughout the entire period, employment in the public sector was on 

the increase as well, on one hand mitigating the social effects of falling employment in the 

private sector, and on the other hand causing an additional rise in gross wages and heavily 

burdening general government funds. Due to disproportionate movements of wages in the 

public sector, the objective of growth of gross wage per employee in real terms lagging 

behind labour productivity growth could not be achieved in 2001; given the estimated GDP 

growth, wages in real terms grew faster than productivity.  

 

The equilibrium in public finances in 1995 and 1996 had a positive impact on stabilization of 

the economy since it did not put additional pressure on interest and exchange rates through 

external borrowing. This equilibrium was upset in 1997 for different reasons. On the side of 

general government revenue, factors included a gradual reduction of direct taxes, particularly 

labour cost taxes, and lower import duties because of the reduction or abolition of the 

customs duties rate. Although both factors had a positive impact on strengthening 

international competitiveness and international trade in goods, public finances recorded 

fewer inflows which could not be compensated for by the new tax sources. On the other side, 



general government expenditure felt the pressure of increased wages and employment in the 

public sector and, as a consequence, (through indexation mechanisms) of increased 

transfers to the pension and disability allowances fund as well as the pressures of other 

social transfers. In the following two years, the general government deficit shrank: in 1998 as 

a result of austerity measures and in 1999, after introduction of the tax system reform, due to 

high tax inflows given the changed consumption structure. In 2000, the general government 

deficit again showed upward trends and stayed like this in 2001. The inflows were lower than 

expected and caused increased pressure on pension (particularly in 2000) and wage 

expenditure (more in 2001), while in both years the share of general government expenditure 

on goods and services, social transfers and interest payments recorded a relative increase 

(in terms of GDP). In 2001, given the limited chances of increasing the financing of public 

consumption, the wages growth reduced the possibilities of raising other expenditure in the 

national budget. The restriction of general government expenditure directly and, in particular, 

indirectly influenced the dynamics of all economic activity. 

 

The greatest share of general government debt, accounting for 25.8% of GDP by 2000, is 

central government debt. Up until and including 1996, central government contracted debts 

to finance extra-budgetary programmes (bank rehabilitation, resolving the problems of 

Slovenian enterprises’ claims on Iraq, Angola and Cuba, basic development programmes) 

and payments fell due, and not to finance the general government balance. Financing of the 

general government deficit affected the growing central government debt only in 1997; the 

influence of obligations related to succession to the former Yugoslavia’s debts was also 

important. In the following years, the central government debt increased mostly because of 

the autonomous growth and financing of the general government deficit.  

 

The upsetting of the general government balance in 1997 and of the external equilibrium in 

1999, accompanied by the more rapid growth of the external debt, did not have any impact 

on the unfavourable assessment of country risk. The above disequilibriums were within 

sustainable frameworks, and the indicators of external borrowing placed Slovenia among 

states with a low debt-servicing ratio and an extremely low share of short-term debt that 

normally represents a risk factor in debt servicing. 

 



• Data on a population (thousands) 
 

Year Population 

1997 1.985 

1998 1.978 

1999 1.988 

2000 1.990 

2001 1.995 

 

• Data on GDP and GDP per capita: 

GDP (gross and per capita values in USD) 
 

Year GDP in USD bn Per capita values in USD 

1997 USD 18.2 USD  9,161 

1998 USD 19.5 USD  9.874 

1999 USD 20.1 USD 10.109 

2000 USD 18,1 USD  9.105 

2001 USD 18,8 USD  9.433 

 

• gross fixed capital formation  (% of GDP): 
 

Year % of GDP 

1997 23.5% 

1998 24,6% 

1999 27,4% 

2000 26,7% 

2001 24,9% 

 

• Inflation (annual %) 
 

Year % 

1997/96 9.1% 

1998/97 8.6% 

1999/98 6.6% 

2000/99 8,9% 

2001/00 7,0% 

 

 

 



• Wages (monthly average) 

Gross wages 
 

Year Gross wages 

1997 USD 647 

1998 USD 709 

1999 USD 777 

2000 USD 861 

2001 USD 883 

 

Net wages: 
 

Year Net wages 

1997 USD 409 

1998 USD 447 

1999 USD 490 

2000 USD 542 

2001 USD 555 

 

 

II. HOUSING SECTOR OVERVIEW: 
 
• Privatisation 
 
The Housing Act, adopted in 1991, laid down a legal basis for the abolition of socially-owned 

property in the sphere of housing by introducing privatisation - in other words, enabling all 

tenants to purchase the dwellings in which they lived at that time at very favourable prices, 

with a repayment period of up to 20 years. The process of privatisation of available housing 

lasted two years (1991-1993). Prior to the privatisation of dwellings, the ratio between owner-

occupied and rented housing was 67%: 33%, while after privatisation the same ratio reached 

88% : 12% in favour of owner-occupied housing.  

 

• Dwelling stock 
 

According to the Statistical Office of the Republic of Slovenia as gor 31.12.2001 Slovenian 

housing stock included about 712.372 housing units – apartments and privately owned 

single- family homes with the total floor space about 51 million m2. 

 



C e n s u s , 3 1  M a rc h  
S L O V E N IA   
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As an average today there are 358 dwelling units per 1.000 inhabitants. 

 
Statistical data in the area of housing for the 1997-2000 period: 
Dwellings per 1,000 inhabitants 
 

 
 
 

1996 1997 1998 1999 2000 

Number  

of dwellings 
684.146 690.146 696.749 702.949 712.372 

Number of dwellings 

per 1,000 inhabitants
344 348 352 354 358 

 

Average surface area per dwelling 
 

SLOVENIA / year Surface m2 

1997 70.7 

1998 71,0 

1999 71,3 

2000 71,7 

 

Eighty-eight per cent of housing available in Slovenia is owner occupied intended for meeting 

the housing needs of owners and their families, while the other twelve per cent of housing 

are rented housing.  

 



Types of tenancy 
 

Type No. 

Owner-occupied 580.800 

Employer-provided 10.000 

Social-rented 5.500 

Commercial-rented 6.000 

Nonprofit-rented 80.000 

Other (nonresidential units- holiday units, 
abandoned and deteriorated units) 

30.000 

 

Types of subsidy: 
 
In Slovenia there are two types of subsidies: “object” subsidies and “subject” subsidies. 

Object subsidies are intended for owners of rented dwellings and subject subsidies for 

tenants of rented dwellings, including social-rented and nonprofit-rented dwellings. 

 

• Housing needs 
 

The gap between housing supply and demand is still widening in Slovenia, given that, for 

example, a total of 14,674 housing units were built in 1981 and a mere 6,460 in 2000.  

 

After 1991, the housing construction has dropped, so that about 7000 apartments are now 

constructed yearly. In relation to this, we should mention that the construction of rental 

apartments has dropped the most. The main reason for this is a strong recession in 

construction industry caused by a reduced budgetary financing of housing. The result is 

rapidly increasing the prices of newly-constructed dwellings and of commercial rents. 

  1990 1995 1998 1999 2000 

Number of dwellings completed 7759 5715 6518 5142 6460 

− 1 room 961 508 565 256 624 

− 2 rooms 1572 771 964 601 950 

− 3 rooms 2053 1257 1348 1075 1209 

− 4 rooms 1986 1616 1803 1483 1512 

− 5 rooms and more 1187 1563 1838 1727 2165 

Investor:      

− legal person 2246 661 1228 569 1577 

− natural person 5513 5054 5290 4573 4883 

Number of dwellings completed  
per 1000 inhabitants 3,9 2,9 3,3 2,6 3,2 

 



 

The demand for social and non-profit units is the greatest and it largely exceeds the supply. 

The data for the year 2000 confirm this, because during that year only about 300 social and 

350 non-profit apartments were built. This is certainly insufficient considering that almost 

7,000 applicants are waiting for social housing and 4,000 for non-profit housing. 

 

Social housing are intend to families with low incomes. The families with several children, 

families with few employed members, young families and the disabled are given preference 

in the renting of social housing.  

 

Middle income families usually apply for non-profit apartments. Those are rental housing 

units, constructed by non-profit organisations, the rent is non-profit.  

 

High demand and low supply are clearly illuminated by the  

− high prices of housing and  

− high for-profit rents,  

− long waiting lists for social and non-profit rented housing and the  

− high numbers of those who could not be assigned favourable housing loans from the 

Housing Fund. 

 

Housing prices  
Average price per m2 new constructed unit in the year 2001 
 

Unit Final sale price per m2 
in USD 

Nonprofit units  863 

Units for profit  1.185 

Average – m2 1.153 

 

Current housing prices, vat included 
 

Location Purchase price per m2    
in EUR 

Capital - Ljubljana  1.524 – 1.930 

Vicinity of capital 1.200 – 1.660 

Other urban municipalities 1.035 – 1.143 

 
 



 
III. Mortage Loan 
 
• The level of development of mortgage loan system in Slovenia 

 

Mortgage crediting is comparing to other European countries still relatively undeveloped in 

Slovenia. The banks are using mortgage as collateral when crediting corporate sector. 

Recently, mortgages have also been increasingly used in housing finance, yet their 

importance in housing finance is still very modest. 

 

The data which has been collected by survey done by Ministry of Finance in February 2000 

indicate that the total mortgage loan outstanding at the end of 1999 amounted to 945 Mio 

USD, what represents a level of approximately 4.7% of GDP (see table1). The lenders are 

predominantly banks which account for around 95% of all mortgage loan outstanding. The 

second originator are insurance companies with small share of 5%. 

 

Table 1: Mortgage Loans in Slovenia (1998-1999) 
 
 

 year 1998 year 1999 

  in Mio USD % GDP in Mio USD % GDP 

1. Mortgage loans outstanding 916 4,1% 945 4,7% 

1.1. Mortgage loans outstanding by  
lenders 916 4.1% 945 4.7% 

 - banks 863 3.8% 891 4.4% 
 - insurance companies 53 0.2% 54 0.3% 

1.2. Banking mortgage loans outstanding by  
borrowers 863 3.8% 891 4.4% 

 - individuals 27 0.1% 48 0.2% 
 - corporations 836 3.7% 843 4.2% 

2. Housing mortgage loans given to the  
individuals by banks 27 0,1% 48 0.2% 

    
 
Source:    Survey of MOF, 2000 Insurance Supervisory Agency, 2000 

In total banks assets mortgage loans represent around 8%, while mortgage loans account for 

around 15% of all bank credits, what also shows relatively small use of mortgage as 

collateral in securing banks credits. Banks are mostly using mortgage as collateral in 

crediting corporate sector. Almost 95% of all banks mortgage loans were extended to 



corporate sector, while only 5% to individuals. It is also worth noticing that only 3% of all 

outstanding banks loans to individuals are secured with collateral. 

 

Mortgage loan maturity (see table 2) is still relatively short. 77% of total mortgage loan 

outstanding are of original maturity of up to 5 years. As regards mortgage loans to 

individuals, which are basically housing loans, the maturity is longer. However, loans with 

maturity of up to 10 years account for 60% of all loans. Taking into account that we speak 

about housing loans, where borrowers are interested in maturity as long as possible, we can 

also say that the maturity are also on this field relatively short and that the mortgage housing 

loan in Slovenia has not yet fully developed its potential also as regards maturity of the loan. 

For example long term mortgage loans with maturity over 20 years do not exist in Slovenia. 

 
Table 2: Mortgage Loans by banks in Slovenia by maturity in % (1998-1999) 

 
 Total To individuals 

  1998 1999 1998 1999 

      
1. Mortgage loans by banks 100% 100% 100% 100% 

1.1. - up to 1 year 36% 36% 0% 0% 
1.2. - from 1 to 5 years 45% 41% 9% 9% 
1.3. - from 5 to 10 years 18% 20% 49% 51% 
1.4. - from 10 to 20 years 2% 2% 42% 40% 
1.5. - over 20 years 0% 0% 0% 0% 

    
 

Source:  Survey of MOF, 2000      

 

• The Role of Mortgage Loans in Housing Loans in Slovenia  
 
Housing loans In Slovenia amounted to 500 million USD in 1999. Banks account for almost 

60% of it, thus being the most important lender. Second most important originator is Housing 

Fund of The Republic of Slovenia with 40% of total outstanding housing loans (see table 3).  

 

Unfortunately, mortgage loans still do not play such an important role in housing finance as in 

more developed financial systems. However, the role of mortgage loan is gaining 

importance. The share of mortgage housing loan in all housing loan almost doubled from 

1998 to 1999. Nevertheless, the share, as seen in table 3, is still relatively low of 9.5%. 

 



Table 3: Housing loans to individuals in Slovenia (1998-1999) 

 

 year 1998 year 1999 

  in 000 USD Structure in 000 USD Structure

      
1. Housing loans given to individuals 

in Slovenia 
  

1.1. - banks 267,523 57.27% 298,528 59.63%
1.2. - savings banks 12 0.00% 72 0.01%
1.3. - savings and loans undertakings 385 0.08% 426 0.09%
1.4. - Housing Found of the RS 199,229 42.65% 201,642 40.27%

 Total 467,149 100% 500,667 100% 
2. Housing mortgage loans given to  

the individuals by banks 26,992
 

47,668
 

 Share of mortgage housing loans 
in total housing loans given to  
individuals 

5.8% 
 

9.5% 
 

   

 
Source:    Survey of MOF, 2000, Bank of Slovenia, 2000, Housing Fund of the Republic Slovenia 

       

The relatively uncompetitive mortgage housing loan market is also reflected in very different 

interest rates charged for such loans by banks. The table 4 shows average rates and range 

of minimum and range of maximum rates as reported by banks in the survey conducted by 

Ministry of Finance. It should be noted that these rates are real interest rates which come on 

top of basic interest rate which is a 12 months average of consumer price index. The latter is 

currently on the level 0.7% per month. 

 

Table 4: Average interest rate of housing mortgage loans to individuals by banks 

 
 year 1999 
 
   

1. Average interest rate   
indexation + 5.8% 

1.1. Minimum interest rate* 3.0% - 7.5% 
1.2. Maximum interest rate* 5.2% - 12.0% 

 
Remark:   *without indexation 

Source:  Survey of MOF, 2000 



 

• Major Impediments to Development of Mortgage Loan Market in Slovenia 
 

The central problem in real estate finance in Slovenia is the inability for the financial sector to 

engage in true and long term secured lending, that is, lending where a real asset serves as 

collateral for loan repayment.  

 

For an asset to serve as collateral, it must be possible as a last resort for the lender to have 

swift and sure access to ownership of the asset upon non-payment by the borrower. 
Effective foreclosure and eviction procedures, a sound registration system, and 

mortgage banking regulations are required for the emergence of efficient mortgage 

finance for real estate. 

 

All above mentioned conditions are only partially met in Slovenia. There are already some 

relevant pieces of legislation in place, however some important are still missing. So, there is 

legislation regarding credits and crediting. Legislation also defines mortgage loan. On the 

other hand, there is also legislation regarding bonds its issuing and generally regarding 

trading in securities. But, both parts are not linked or connected in something what we call 
mortgage banking legislation. There is no legislation regarding mortgage banking, which 

would define and regulate issue of mortgage bond and mortgage bank as such. As a 

consequence banks are not in position to assure long term sources for financing their 

mortgage credits what on one hand reflects in shorter maturity of mortgage loans and on the 

other in relatively small proportion of mortgage loans in total loans. If the banks increase 

mortgage lending with present average maturity of the loan in their credit portfolio they would 

increase maturity mismatch of their balance sheet positions. 

 

As regards effective foreclosure procedures Slovenia adopted relatively modern 

legislation two years ago which substantially improved the position of lender in the case of 

default of the borrower. Nevertheless, the banks still report very long procedures in practice 

and many of them still feel that legislation is protecting borrowers more then lenders. 

 

The third very important element is land and title register. There is also legislation 

regarding this in Slovenia and land register has been in place for more than two hundred 

years. The problem, however, is integrity of the register and the fact that the registry is not up 

to date. The biggest problem of integrity is that apartments were not entered in the register in 

the past decades. So, in the case of apartments it is more difficult to get mortgage loan. Also, 

foreclosure and eviction procedures in cases of not registered real estate are not so clearly 



and detailly stipulated by the law. So, creditors find themselves in even worse situation in the 

case that the borrower is unable to repay the loan than in cases that the real estate is 

registered. As also mentioned, procedures to enter real estate and of signing a mortgage are 

very lengthy and also relatively expensive. 

 

In the following paragraphs legal and regulatory framework as well as supporting 

infrastructure is briefly explained to be completed with short description of the project which 

is currently in progress in Slovenia and has a goal to do away with present, above 

mentioned, deficiencies which present major impediment in development of mortgage loan 

market in Slovenia. 

 

• The Legal and Regulatory Framework for Mortgage Lending 
 
The matter of Mortgage is regulated in The Basic Property Law Relations Act (1980). It 

defines, that mortgage is acquired with the entry into Land Registry on the basis of mutual 

agreement between banks and pledger or in the basis of Law. It also defines the common 

mortgage, the real estate and its fruits, transfer (cessio) of claims with collateral in real 

estate, cease of mortgage, relations between debtors if there is more then just one, relations 

between creditors and pledger, etc. The Obligations Act defines general characteristic of 

the obligations as well as other contracts known, except modern contract such as leasing, 

factoring, know-how contract etc. Obligations Act also defines credit contract. The Securities 
Act defines bond, regulates who can issue bonds, what are major elements of a bond, and 

how the bond can be traded. 

 

• Supporting infrastructure – land and title registration 
 
This is defined in Land Registry Act (1995). The Land Registry (LR) is a public book, 

(information in LR is public and everyone has the right to see it) run by the special division of 

Court of Justice, which contains the information about real estate, rights of possession and 

other rights concerning real estate (like mortgage), owners of real estates etc. As mentioned 

before all these rights are gained, acquired and also limited and ceased with the entry into 

Land Registry. All these affects mortgages, too. The mortgage is entered in LR only if there 

is a prove of the existing claim for which the mortgage was established and title to acquire 

the mortgage (in the Law or the agreement). Submitter of the entry can be either legal or 

natural person but this person must have the interest to carry out entry in LR. For example, 

the warrantor is entitled to propose such an entry in LR. Obliteration of mortgage can only be 

done by a pledger if following conditions are met: the entry of mortgage in LR was done more 



then 20 years ago; the pledgee is unknown or inaccessible to Court of Justice; no assert to 

claim was made in the past 20 years. With no opposition in 45 days the Court of Justice 

allows the obliteration of mortgage in LR. Notwithstanding, the obliteration is always allowed 

for mortgages older then 25 years (entered in LR more then 25 years ago). The obliteration 

of mortgage in LR does not affect the existence of claims. 

 

Slovenia has recently also adopted Act Determining Special Conditions for Registering 
the Ownership of Individual Parts of Buildings with the Land Register (1999) which 

enable the registration of the ownership of apartments or other individual parts of building in 

the LR.  

• Foreclosure  
 

In this area Slovenia has adopted in 1998 new Execution of Judgements in Civil Matters and 

Insurance of Claims Act, which completely defines execution of judgements in civil matters. 

Execution on real estate is performed in next steps: entry in the LR, determine the real estate 

price (evaluation of real estate), sail of this real estate in auction and final the repayment to 

creditors. On the some real estates the execution is not allowed. The law also regulates 

Insurance of Claims. 

• Introduction of the subproject Housing Finance and Mortgage Reform 
 

Slovenia is aware of importance of developed mortgage system and mortgage loan market 

as a cornerstone of effective housing finance. On the other hand developed mortgage market 

can also substantially contribute to the depth of financial market in Slovenia especially that 

one of the capital market. 

 

IV. Housing policy  
 
Slovenia’s housing policy is set out in the National Housing Programme, adopted in May 

2000, while the public interest in the area of the planning of housing construction, 

reconstruction and spatial distribution of housing is defined in the Slovenian constitution, 

which stipulates that the state shall create opportunities for citizens to obtain proper housing.  

 

The National Housing Programme is a document, prepared for ten years, namely 2000–

2009. The main aim of the program is to acquire gradually 11,000 apartments per year by 

2009. (By acquiring we mean the construction of new apartments and the renovation and 

purchase of older ones.) In the target year, we should have thus constructed 6,500 of private 



apartments (6,000 to be used by the owners, 500 to be rented at profit market rates), 2,000 

of social apartments and 2,500 of non-profit apartments. 

 

Only a small share of citizens are capable of successfully addressing their housing problems, 

either by purchasing their own dwellings or residential buildings or by renting commercial-

rented dwellings. Most citizens can gain access to suitable housing only if the local 

community or the state plays an active role in this. The provision of social-rented housing for 

people with the lowest incomes is the responsibility of local communities, which are obliged 

to finance the provision of social-rented dwellings from municipal budgets. The task of 

providing nonprofit-rented dwellings was vested in non-profit housing organisations, i.e. legal 

persons established for the provision and management of non-profit dwellings. These non-

profit organisations must contribute 40 per cent of their own funds, obtaining the remaining 

60 per cent of funds from the Housing Fund in the form of favourable loans for a period of 25 

years. There are currently 60 registered non-profit housing organisations in Slovenia, which 

are entered in the Register of Non-profit Housing Organisations kept at the Ministry of the 

Environment, Physical Planning and Energy.  

 

Experience gained during the last 10 years has shown that in order to reach the main goal, 

which is a greater number of rental housing units, new instruments have to be introduced. 

Consequently, we have introduced some new measures into the national housing 

programme, and later in the current housing policy, to increase the housing construction. 

Municipalities may directly raise loans for social housing construction with the National 

Housing Fund. Namely, the main reason for the lack of social housing construction is the lack 

of finance in municipalities. But we should point out that the legislation allows municipalities 

to raise limited loans only, in order to avoid excessive indebtedness of municipalities.  

 

The National Housing Fund will also become an investor in the housing construction. The 

majority of municipalities have certain land available for development on which this housing 

construction could take place, but they do not have financial resources for it. For this reason, 

the partnership between the National Housing Fund and the interested municipalities is one 

of the possibilities to forward the social housing construction. In return for the ceding of the 

sites, the National Housing Fund would cede to these municipalities a certain number of 

apartments to be used as social housing. The number of apartments would of course be 

determined in relation to the value of land. 

 



Sources of housing finance for individuals 

 

Citizens who wish to address their unresolved housing problems by buying or building their 

own dwellings or residential building have the possibility of obtaining a housing loan from the 

commercial bank, a favourable housing loan from the Housing Fund, or of joining the 

National Housing Saving Scheme.  

 

The Housing Fund of the Republic of Slovenia 
 
The Housing Fund of the Republic of Slovenia was founded by the Housing Act in 1991 as a 

public financial fund and the central state institution for financing housing supply in order to 

finance the national housing programme and encourage the construction, repair and 

maintenance of housing. After 1 January 2001 the Housing Fund is a public financial and and 

real estate fund. The ministry responsible for the functioning of the Housing Fund of the 

Republic of Slovenia is the Ministry of the environment, physical planning and energy. 

 
As the main state institution for financing the provision of housing, the Housing Fund of the 

Republic of Slovenia finances the National Housing Programme and promote the 

construction of housing, the renovation and maintenance of dwellings and residential 

buildings. 

 
The National Housing Fund carries out its activities primarily by (Act, 2002): 
 

− providing long-term loans at favourable interest rates to natural and legal persons for 

the acquisition of non-profit rents, social and private housing and residential buildings 

through purchase, construction and renovation, 

− investing in the construction of dwellings and in land for construction, 

− conducting transactions in real estate, 

− providing endowment policy premiums under the national housing savings scheme in 

accordance with the act governing the national housing savings scheme, 

− performing other tasks according to law and tasks for implementing the national 

housing programme. 

 
 

Twenty per cent of the funds acquired through the process of privatisation was used to found 

and finance the operation of the Housing Fund, which has been the largest provider of 

favourable housing loans in Slovenia. Since 1995, funds for housing have also been 

allocated by the government from the national budget.   



 

a) Long-term loans: 
 
The National Housing Fund provides loans with a more favourable interest rate than the rest 

of commercial banks. Only a few years ago, the interest rate of housing loans at commercial 

banks was very high, as high as 10% and more plus inflation. Many citizens were unable to 

raise loans under such conditions. Currently, the interest rate of a housing loan raised with 

commercial banks ranges from 5% to 6%.  

 

The National Housing Fund therefore offered loans under much better conditions. The 

interest rate for the loans for natural persons in tenders depends on the repayment period, 

and ranged (inflation +) from 1.75% for a repayment period of up to 10 years, to 1.95% for 

repayment periods from 10 to 15 years and 2.25% for repayment periods of 15 to 20 years . 

 

However, the possibility of obtaining a favourable loan from the Housing Fund is available 

above all to those citizens who are resolving their housing problems for the first time, where 

priority is given to young families, families with a larger number of children, disabled persons, 

and families with disabled family members.  

 

In the nearly ten years in which it has been active the Housing Fund of the Republic of 

Slovenia has allocated loans in 23 tenders and approved for 30.375 entitled applicants 275 

million EUR.  

 

In 2001 the Housing Fund also allocated long-term housing loans to tenants in 

denationalised apartments who acquired the entitlement through amendments to the 

Housing Act (Official Gazette RS, no. 23/94). A tenant in a denationalised apartment can 

obtain a housing loan from the Housing Fund of the Republic of Slovenia under favourable 

conditions without a public tender.  

 

The interest rate for an approved loan is the same as on loans granted in public tenders, 

ranging from 1,75% to 2,25% a year depending on the repayment period. The repayment 

period is up to a maximum of 20 years and depends on the amount of the approved loan and 

the credit rating of the applicant.  

 



The Housing Fund allocated 12,8 million EUR for these loans.  

 

An Act Regulating Post-Earthquake Renovation of Buildings and Development Promotion in 

Posočje (Official Gazette RS, nos. 45/98 and 67/98) was adopted for tackling the 

consequences of the earthquake in the Posočje region on 12 April 1998. Among the 

measures envisaged for post-earthquake renovation is the allocation of housing loans from 

the funds of the Housing Fund of the Republic of Slovenia intended for post-earthquake 

renovation of buildings and for ensuring their intended use, and for the construction of 

sheltered housing owned by the Housing Fund of the Republic of Slovenia. In accordance 

with Article 6 of the law, funds are provided from the budget of the Republic of Slovenia for 

carrying out post-earthquake renovation measures. In accordance with Article 10 of the law, 

funds of the budget of the Republic of Slovenia are also allocated to inject capital into the 

Housing Fund of the Republic of Slovenia for the purpose of providing housing loans under 

the conditions laid down in the law and for securing funds for the construction of sheltered 

housing for elderly people.  

 

The Housing Fund of the Republic of Slovenia allocated 14 million EUR to borrowers or to 

their contractors for carrying out post-earthquake renovation.  

 

The interest rate for the loans for legal persons – non-profit organizations depends on the 

type of insurance. For insurance backed by a guarantee in the form of property the interest 

rate is the TOM base rate + 2.50%, and for a guarantee from the municipality, an insurance 

company or a bank it is base rate + 1.95%.  

 

The maximum repayment period for an approved loan is 25 years from the signing of the 

loan contract.  

 

With the approved loans of 85,9 mio EUR in the eight tenders so far the non-profit housing 

organisations have acquired 2.847 apartments in 151 projects. Of these, 2,375 apartments 

have already been moved into.  

 

The Housing Fund of the Republic of Slovenia ended 2001 with capital of more than 254 mio 

EUR, and it already has more than 240 mio EUR in housing loans. Therefore the Housing 

Fund of the Republic of Slovenia is easily the biggest and most favourable provider of long-

term housing loans in the country.  



 

b) Investing in the housing construction 

 
In line with Article 77 of the Housing Act, the national housing programme, adopted on 10 

May 2000, defines the elements of the comprehensive development of the housing area, 

including the following (NSP, 2000): 

 

 public interest in the area of public housing planning, regeneration and settlement in 

Slovenia; 

 the extent and dynamics of housing construction; 

 the method of ensuring diversity of housing supply; 

 criteria regarding the proportions (i.e. the balance) between the profit and non-profit 

housing sector, privately-owned housing and social factors for the correction of 

imbalances; 

 criteria for determining the extent to which housing issues are to be resolved with the 

help of various incentives and assistance to individual groups of Fund users; 

 points of departure for viability and quality studies of housing construction as the 

foundation for rationalisation of construction; 

 conditions for encouraging and acquiring housing in demographically endangered 

areas;  

 guidelines for the spatial distribution of settlements, in line with regional development 

and environmental protection requirements; 

 the volume of funding to help young people, families with several children, young 

families and the disabled with housing within the non-profit housing sector, and criteria 

for the allocation of these funds to municipalities; 

 the method of promoting investment in the renovation and maintenance of housing.  

 
The target for the national housing programme is to build at least 10.000 housing units a 

year, as seen in the following table: 

 



Implementation of the national housing programme – construction of housing by type, 
2000–2009 
 

Year  Private sector Public sector Total 
                   Privately-

owned 
Profit 
housing  

Social 
housing 

Non-profit 
housing 

Number  Index 

2000 5,500 50 300 350 6,200 100 
2001 5,600 100 400 450 6,550 106 
2002 5,700 150 500 600 6,950 112 
2003 5,800 200 600 800 7,400 119 
2004 5,900 250 800 1,000 7,950 128 
2005 6,000 300 1,000 1,250 8,550 138 
2006 6,000 350 1,200 1,500 9,050 146 
2007 6,000 400 1,400 1,800 9,600 155 
2008 6,000 450 1,700 2,100 10,250 165 
2009 6,000 500 2,000 2,500 11,000 177 

Total: 58,500 2,750 9,900 12,350 83,500  
 
 
In order to ensure implementation of the national housing programme, the Slovenian 

government will directly, as part of its competences and as a proposer of the acts adopted by 

the National Assembly, and also through ministries, the National Housing Fund and others, 

formulate and apply active housing policy. The state and local communities will allocate 

budget funds for the construction of non-profit housing for rent and social housing and, at the 

same time, continue to encourage people to acquire their own housing (NSP, 2000).  

 
By investing in the construction, renovation and purchase of non-profit housing for rent, 

social housing and housing for sale on the market, the national Housing Fund will help to 

increase housing supply on the market. 

 
The strategic objectives of the national Housing Fund in connection with investments in the 

construction of housing are as follows: 

 

 to secure suitable high-quality housing;  

 to increase the housing available on the market; 

 to reduce house prices. 

 

The investment strategy of the National Housing Fund focuses on two groups of investment 

in the construction of housing, as follows: 

 

 on co-investing with municipalities and cities in non-profit housing for rent and social 

housing; 

 on investing in the construction of housing to be sold on the market  



 
In 2001, as part of efforts to normalise the Slovenian housing market, the national Housing 

Fund joined the project of co-investing in non-profit housing for rent and social housing in 

Slovenian municipalities.  

 
The Housing Fund already cooperates with 42 municipalities on 46 projects, and plans to 

build 737 housing units (410 non-profit housing units for rent, 239 social housing units and 88 

housing units to be sold on the market). The total value of these projects is over 27 million 

EUR. 

 

The Housing Fund is planning to supply the housing market with others investors in next 

three years with over 3.600 dwellings for rent and social housing and over 1.500 dwellings 

for sale on the market. 

The gross target sale price per m2 of housing around Slovenia in EUR as points of departure 

for investment by the National Housing Fund is in the strategy defined. 

 
Maximum prices per m² of housing by areas: 

 (in EUR, VAT included) 
 

Capital - 
Ljubljana 

Coastal 
municipalities 

Vicinity of 
Ljubljana 

Other urban 
municipalities 

Other 
settlements 

up to 1.300 up to 1.250 up to 1.150 up to 900 up to 850 

 
 
 

An increase in the supply of housing on the market, contributed to by the National Housing 

Fund and other investors, is one of the key conditions for reducing house prices. 

 

In meeting its strategic objectives of raising quality, increasing supply and reducing prices, 

the National Housing Fund encounters a variety of problems that may bring realisation of the 

objectives to a standstill.  

 

Some of the most important obstacles include: 

1. shortage of building land on the market, urban planning requirements; 

2. lengthy administrative procedures and non-systemic communication between 

administrative bodies; 

3. lengthy procedures under the Public Procurements Act; 

4. non-existent legislation – slow adoption of the Physical Planning Act and Construction 

Act; 



5. shortage of financial sources available to the National Housing Fund – of funds from 

the budget and for actual implementation. 

 
 
National Housing Saving Scheme 

 

The National Housing Savings Scheme promotes long-term saving. It is made attractive by 

state premiums and the level of bank interest on long-term savings deposits. On the other 

side, savers in the scheme are provided with favourable long-term housing loans because 

the scheme obliges banks to offer loans to savers that are at least twice as much as their 

savings and at interest rates that are known in advance. The interest margin of 0.8% enables 

banks to cover their operating costs connected with the implementation of the scheme but 

the banks are not allowed to charge additional costs for approving and managing the loans.  

 

The National Housing Savings Scheme offers all savers the same interest rates for long-term 

saving and the same interest rates on long-term loans under the scheme, obviously 

depending on the saving or loan period.  

 

The system of state premiums paid to savers under the National Housing Savings Scheme in 

the form of a fixed bonus amount added at the end of each year of saving increases the 

return and therefore the attractiveness of long-term saving, and it also encourages regular 

monthly saving.  

 

The amount of the premium depends on the length of the saving contract:  

− one monthly saving payment for five-year saving, 

− 1.25 times the monthly saving payment for ten-year saving. 
 
 
The guiding principle behind the lawmakers adopting the National Housing Savings Scheme 

Act (Official Gazette RS, no. 86/2000) on 15 September 2000 was to ensure the permanence 

and systematic regulation of saving in the National Housing Savings Scheme for the purpose 

of providing very favourable long-term housing loans as a source of financing housing 

construction in accordance with the National Housing Programme.  

 

This law laid down the conditions for saving and for providing credit within the National 

Housing Savings Scheme as determined beforehand in a resolution passed by the Slovenian 

government in 1999.  



 

 
The state implements the National Housing Savings Scheme through the Housing Fund of 

the Republic of Slovenia and selected banks.  

 
  Interests Subsidies 
 • 5 years savings basic interest rate 

1,65% 
5 year savings  
(one monthly instalment) 

SAVER    
 • 10 years savings basic interest rate 

3,00% 
10 year savings  
(1,25 monthly instalment) 

    
 
                savings       interests             subsidies 
                      

 
 

 
 
 

  
 

 subsidies 

 
 

Republic 
Slovenia 

 
Bank 

 The Housing 
Fund of the 
Republic of 
Slovenija 

 Ministry of  
Environment and 

Physical 
Planning  and 

Energy 
 
 

    

                                             
                                   loans 
 
 housing loans 

BORROWER • 10 years – basic interest rate 2,45% 
on the basis of saving • 20 years – basic interest rate 3,80% 

 

 

According to 30 September 2002 figures, in the four years since its inception 69.617 saving 

contracts have been signed and nearly SIT 37 billion deposited. Given the amount deposited 

so far, it can be expected that by the end of the first saving period, i.e. in 2004, the total 

funding saved and provided by long-term housing loans on the market will amount to 169 

million EUR. 

 

In 2002 the National Housing Fund carried out a survey among people saving under the 

National Housing Saving Scheme. The sample consisted of 2,012 returned and completed 

forms. The majority of participants (82.9%) replied that at the end of saving they would use 

the right to take out a favourable longterm housing loan. 
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	Average – m2
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