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PERSPECTIVES BY GREEN
FINANCIAL INSTRUMENTS —

A CASE STUDY IN THE
HUNGARIAN BANKING SECTOR
DURING COVID-19

Abstract

Recently, the management of the green financial sector has been widely influenced
by global socio-economic concerns such as the COVID-19 pandemic and the energy
crisis. The purpose of this paper is to evaluate, besides their environmental attitude,
what opinions and experiences the affected stakeholders have about the sustainabil-
ity-related processes in the Hungarian banking sector in the early 2020s. To assess
this subject extensively, two questionnaire surveys were conducted in two consecu-
tive years (2020/2021 and 2021/2022), involving 600 and 1,600 participants randomly
chosen from banking databases, respectively. The results indicate that both residential
and corporate participants have various but broadening knowledge of green financial
instruments. Hungarian residential customers have pointed out the inconveniences
of the most popular green loan product (Green Home Program), while there appears
a distinct difference in green investment preferences between the two groups of re-
spondents. Hungarian stakeholders are quite eco-conscious, and so are banks adopting
sustainability and climate risk assessment actions, however, the implementations have
much potential to exploit. Respondents also identify the energy crisis-related risks,
while their trust in the banking system remains high even under volatile circumstances.
These findings demonstrate that the Hungarian green banking sector has a high degree
of crisis resistance with residential and corporate stakeholders behind giving trust and
thereby the driving force toward the successful green transition.

Keywords sustainable finance, green bonds and funds, green
mortgage debentures, COVID-19
JEL Classification F65, G15, G21

INTRODUCTION

Green financial management in the banking system has been receiv-
ing increased interest on an international scale. Due to the appearance
and distribution of sustainable financial instruments, stakeholders
with environmental commitment and attitude have the opportunity
to take advantage of green bank products and, by the guidelines and
preferences of the European Union, the competitive edge their use and
implementation offer (Cao et al., 2022). Further, the positive effects of
green financial activities on general economic growth have also been
proven, indicating its legitimacy even under recent circumstances
burdened by the COVID-19 pandemic (Ngo et al., 2021).

Within this afore pattern of green transition, the Hungarian market
for bank-related green financial instruments is in its initial state but
has been intensively rising with huge potential, aiming to explore
and reasonably adopt international innovations within a short time
(Boros & Huszar, 2021). Recently, this market has been given new and,
in some cases, contradictory impetus by the international regulatory
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environment and various crises. Between 2015 and 2019, Hungary’s economy expanded by an average of
4.1 percent per year, which was more dynamic than the Czech and Slovak growth and exceeded the aver-
age expansion of the euro area (Smit et al., 2020). However, due to the epidemic situation, a contraction
broke in: the economy fell by more than 14.5 percent in the second quarter of 2020 (HSCO, 2020). The
COVID-19 pandemic had many adverse individual and economic consequences: more than 2 million
people contracted the disease and nearly 50,000 people lost their lives (WHO, 2022). (Magyar Nemzeti
Bank - MNB, hereinafter: CBH, 2019), which - in its Green Financial Report (hereinafter: CBH Report;
CBH, 2022a) - refers to the domestic biological deficit emerging in recent decades, which suggests that
the ecological footprint exceeded the available biocapacity.

Besides being negatively concerned by crises (e.g., triggered by the COVID-19 pandemic and the energy
crisis), collateral changes in the short- and mid-term preferences and the attitude of those actively in-
volved are also justifiable in many cases. Therefore, regional and global economic conditions indicate
the need for the continuous assessment of the affected bodies (e.g., residential and corporate stakehold-
ers) acutely, which enables the depiction of the actual situation reports from various perspectives (Boiko

et al., 2022; Sharabati et al., 2022).

1. LITERATURE REVIEW

Sustainable development-supporting actions on
the international scale can be learned from sever-
al publications, in which recent crisis-based (green)
economic losses were also focused. According
to Moon and Hasan (2022), generally vulnerable
states (e.g., Bangladesh) suffer the consequences of
the pandemic situation the most, thereby hindering
or even stopping the green market expansion. This
phenomenon was also observed by other authors as
a general trend, complemented by increased volatil-
ity in green financing and stock prices while mak-
ing the recovery from this situation a long-term
process with the possibility of the appearance of
unforeseeable collateral consequences (Ferreira &
Morais, 2022; Tan et al., 2022; Versal & Sholoiko,
2022). These unexpected crises resulted in lower
consumption, which affected supply chains and de-
mand (Donthu & Gustafsson, 2020; Kostenko et al.,
2022). Additionally, the long-term adverse effects of
the COVID-19 pandemic can be seen in the adap-
tation of 60% of the UN Sustainable Development
Goals (SDG) (Naidoo & Brendan, 2020).

Available papers describing green market prod-
ucts with special respect to the Hungarian bank-
ing aspects are scarce, however, some precious
works can be enlisted. The green instrument port-
folio in the European market has been assessed
by Boros and Huszar (2021), who emphasized an
intensive running up of these bank products also
in the Hungarian banking sector after 2019. This
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headway can be explained by the guidelines of the
European Union, while the Hungarian adaptation
of these is also effective. Dedk (2021) underlined,
that the coordination of the domestic implemen-
tation framework is carried out by the CBH, which
— besides its green initiatives — presents various
publications regarding the sustainable transition
of the banking sector. These publications of CBH
have been disclosed since the late 2010s and cov-
er a broad range of best practice actions needed
for sector greening (CBH, 2022a; 2022b; 2022c;
2022d; 2022e; 2022f).

On the other hand, a huge number of publications
deal with the reception of green instruments from
customers, integrating several environmental as-
pects into survey-based research in many cases.
In their paper, Ibe-enwo et al. (2019) indicated a
strong relationship between green banking prac-
tices and bank loyalty, which makes green instru-
ments a reliability tool.

Not only customers but bank staff have also been
surveyed in this regard: Chen et al. (2022) stated
that employees’ effectiveness significantly pro-
motes the success of green products. However,
Satheesh Kumar (2017) underlined that in coun-
tries ahead of the major green transition (e.g.,
India), further education is needed to exploit bank
staff contribution potential more.

In the case of corporate leader respondents, Cao et
al. (2022) identified that an increase can be iden-
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tified by their environmental commitment, which
helps make their businesses greener, forming a
higher demand for green banking instruments
as sustainable development tools. Based on a sur-
vey involving more than 400 corporate members,
Khan et al. (2021) pointed out that making use of
green banking instruments not only supports the
sustainable transition of the company but also en-
hances the formation of a positive corporate im-
age, which then ends in an elevated demand for
the company’s services.

In general, Risal and Joshi (2018) named the
banks and the government as the main responsi-
bility takers in raising awareness and establishing
motivation, which then leads to the prosperity of
green banking. Moreover, considering the current
economic processes, new approaches to econom-
ic policy and transformation of the economy were
mentioned as reasonable (Velenturf & Purnell,
2021), for which - according to Widyawati (2019),
and Shkarupa et al. (2021) - the capital allocation
must be provided by the financial system, and
increasingly more prominently by the spread of
green financial instruments.

The purpose of this study is to evaluate the opin-
ion and observations of residential and corporate
respondents about green banking and the acts
taken by the Hungarian banking system within
the green transition process, assessed during two
data collection intervals by questionnaire survey
method.

According to this afore and previous literature in-
formation, the following hypotheses are formed:

1) Residential and corporate respondents have
a growing knowledge of green banking
products.

2) Residential and corporate respondents be-
come progressively more eco-conscious and
how is it reflected in their investment attitude.

3) Apparent measures are taken in the banking
sector toward green transition.

4) Residential and corporate respondents are

cautious about the estimated volume of ener-
gy crises.
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2. METHODS AND DATA
SOURCES

This study is based on two questionnaire surveys to
assess the opinion and observations of stakehold-
ers about green banking and the acts taken by the
Hungarian banking system within the green transi-
tion process. The survey was conducted in two sep-
arate time intervals: between June 2020 and June
2021, 500 residential and 100 corporate customers
were asked about their sustainability/environmen-
tal awareness attitude and green financial knowl-
edge using self-established questionnaires (herein-
after: 2020/21 survey), while between June 2021 and
June 2022, a total number of 1,500 residential and
100 corporate customers were surveyed using the
same method (hereinafter: 2021/22 survey).

The representativeness of the questionnaire sur-
vey is supported by several factors. First of all, the
lists of those interviewed in both the 2020/21 and
2021/22 surveys were randomly selected from
bank databases, thus those conducting the ques-
tionnaire survey had no influence on the identity
of the respondents. The questionnaires were also
completed voluntarily, without any compensation.
The questionnaires were recorded anonymously,
so those who completed them could be sure that
they were neither advantaged nor disadvantaged
by the quality of their answers to the questions.
Furthermore, the number of participants in the
surveys can be considered a large sample, which
further strengthens its representativeness.

Regarding the topics of the surveys, the questions
were mainly focusing on the following:

level of awareness of available green
instruments;

o willingness to invest in green investment
opportunities;

o their attitude on environmental consciousness;

o about the respondents’ (entrepreneurs’) will-
ingness to switch to green solutions and the
prerequisites of this transformation;

o about their opinion and changing their in-

vestment policies in light of the energy crisis.

http://dx.doi.org/10.21511/bbs.18(1).2023.10



When evaluating the collected information, the re-
sults of the two sampling periods were compared,
while in case the CBH Report discussed an issue
similar to the ones presented in our question-
naires, relevant results were evaluated and com-
pared against the ones from the 2021/22 survey.

Data comparison and graphical presentation of re-
sults were performed in Microsoft Excel Version
2210 Build 16.0.15726.20188.

3. RESULTS

3.1. Evaluation of green financial
instruments

As for the reception of the Hungarian green capi-

tal market products, based on the surveys, residen-

tial customers knew green bonds the most, while

corporate customers knew bonds and funds in a

similar moderate way. The general information of

respondents on green mortgage debentures is spo-
radic. It is visible, however, that in the one year be-
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tween the two surveys, the general knowledge of
the residential respondents expanded, while cor-
porate awareness of green products followed an ir-
regular pattern (Figure 1).

3.2.The role of other popular green
products

3.2.1. Green loans

It was also investigated in this paper whether the
most popular green loan product (Green Home
Program, hereinafter: GHP) is suitable for the en-
ergy-efficient renovation of the Hungarian housing
stock. In addition, the customer’s opinion about
the banking process, and general visible problems
in connection with the GHP construction were
also drawn. According to the customers involved,
the most important problems mentioned affect-
ing the scheme were the restricted credit limit,
the complexity of the preparatory documents and
procedures required for taking out a loan, as well
as the initial information gaps of the commercial
banks (Figure 2).

Source: Self-edited.

Corporate Residential Corporate
Green mortgage debentures

W 2021/22 survey

Figure 1. Residential and corporate knowledge of green financial products

Restricted credit limit

Time-consuming document submission
Complicated documents

Contradictory bank administration

Risk of budget outrun

Complicated relevant regulation

0%

20%

Source: Self-edited.

I 94 %
I 7 6%
I 89%
e 87 %
I 73%
I 7 6%

40% 60% 80% 100%

Figure 2. The problems of GHP from the customers’ point of view as of June 2022
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Figure 3. Sectoral investment interest of residential (outer arc)
and corporate (inner arc) respondents (June 2022)

3.2.2. Green investments

A group of residents and entrepreneurs were asked
which of the green areas they would invest in.
According to Figure 3, the most attractive in both
segments is environmental protection in general,
while they would also favor investing in projects
supporting renewable energies.

3.3. Sustainability attitude
of residential and corporate
respondents

The sustainability attitude and environmental
awareness of the respondents were assessed. 98%
of the public respondents claimed to be environ-
mentally conscious, and 23% claimed to be both
environmentally conscious and sparing, while the
proportion of those who are sparing but less en-

100%
80%
60%
40%

20%

vironmentally conscious is much higher (35 per-
cent). 18 percent of the surveyed residents are not
sparing at all. Compared with the results of our
2020/21 survey, the change in the proportion of
respondents is various, however, the proportion of
general environmental awareness improved by 2
percentage points (Figure 4).

The surveys for companies show more favora-
ble results: 92% of the asked company managers
(thus companies) claimed to be environmentally
conscious, and 43% declared themselves to be en-
vironmentally conscious and sparing at the same
time, while the proportion of those who are spar-
ing but less environmentally conscious is much
lower (31 percent). 15 percent of the surveyed
corporate respondents are not sparing at all. It is
a significant improvement (excluding those with
not sparing attitude) that the participants of our

Source: Self-edited.

Residential

0%

Corporate Residential Corporate  Residential Corporate Residential Corporate

Eco-conscious but not
sparing

Eco-conscious and less
sparing

Eco-conscious and
sparing

Eco-conscious

W 2020/21 survey ®2021/22 survey

Figure 4. Eco-consciousness of residential and corporate respondents
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Note: Outer arc — 2021/22 survey; inner arc — CBH, 2022a.
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Source: Self-edited.

= Completed
= |n progress
= Planned

No plans

Figure 5. The activity of banks related to the establishment
of a green transition plan with climate goals

more recent research represented themselves in a
higher proportion in the categories than the re-
spondents of our 2020/21 survey; it should be em-
phasized that in addition to a positive change of 1
percentage point in general environmental aware-
ness, a 7 percentage point improvement in the ra-
tio of environmentally conscious and at the same
time sparing company (managerial) behavior can
be observed (Figure 4).

3.4. Green transition risks in the
Hungarian banking sector

During this study, representatives of Hungarian

banks were also interviewed in 2022 about their

green transition plan. According to this previous,
the transition structure depicts a more favorable

15% .~

Note: Outer arc — 2021/22 survey; inner arc — CBH, 2022a.

picture by 2022 than that from the CBH’s results
for 2021 (Figure 5).

As a sequence for that presented in the CBH
Report, representatives of Hungarian banks were
asked about their sustainable credit risk plans a
year later. It was indicated that bank tendencies
presented in the CBH’s 2021 questionnaire survey
became more favorable by 2022 (Figure 6).

3.5. Recent challenges

caused by the energy crisis
During the 2021/22 survey, respondents were asked
how they evaluate the issue of the energy crisis in

relation to the development of the Hungarian green
market. According to 96% of the participants, the

Source: Self-edited.

= Completed
® |n progress
= Planned

No plans

Figure 6. The activity of banks related to the establishment
of sustainable credit risk plans at the end of 2021
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energy crisis is considered an extraordinary risk.
According to 87% of the respondents, energy sup-
ply security is the most worrying issue. 97% of the
respondents consider that the solution would be
the development of green financial products that
would support the introduction, domestic produc-
tion, and stabilization of other technologies on the
market that eliminate energy dependence. 36% of
those asked have already taken steps to introduce
energy-efficient solutions, while 67% are unsure
about the future. 35% of the respondents would not
change their current investment policy, however,
the proportion of those who are unsure is significant
(52%). Both residential customers (56%) and domes-
tic corporate customers (67%) trust the stability and
lending ability of the Hungarian banking system.

4. DISCUSSION

It was found in this paper that residential and cor-
porate knowledge of green instruments is expand-
ing, with minor differences between the two groups
of respondents. In the Hungarian green market,
since early 2019, several green initiatives have been
launched, the basis of which is the Green Program
of the Central Bank of Hungary (CBH, 2022a).
Deak (2022) found that in the same period, bonds
and funds have been intensively and increasingly
promoted by the government on various platforms,
which triggered better visibility and increased pur-
chase propensity of these products; this latter rela-
tionship was also observed by Wang et al. (2019) in
an international level. As a result, the share of green
bonds in the Hungarian bond portfolio was 14 per-
cent at the end of 2021, which was a significant im-
provement compared to the 5.6 percent recorded
in the same period of the year prior to that (CBH,
2021). These explain the general increase in the de-
gree of knowledge even within one year shown in
this paper. However, improvement in green knowl-
edge from one year to the next is not unprecedent-
ed; it was presented for other countries as well with
the remark that the gap is progressively narrow-
ing in terms of green banking attitudes between
residents of countries from eastern and ones from
western states (Kuchinka et al., 2018).

It was demonstrated by assessing the most popular

green loan product (Green Home Program) in de-
tail that residential bank customers perceive sever-
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al factors hindering its implementation. In accord-
ance with the results in this paper, Nachammai
and Manju (2019) also found that required general
lead time, complicated documentation, and ad-
ministration issues are among the main concerns
of the lending process. According to Bao and He
(2022), bank management and loan preferences
can extensively alter the implementation efficien-
cy of green loans, which, at the same time, fun-
damentally influences the customer’s perception
of the whole process. Based on the results, stake-
holders are suggested to focus on the limitations
presented, by which not only the lending experi-
ence could be improved but the general customer
perception of green banking would be enhanced.

A more favorable image was built regarding the
field of investments: residential investments are
mainly directed to environmental, biodiversity,
and renewable segments. Since 2021, as major in-
centives, climate-friendly and environmental as-
pects have already appeared in private investment
funds, as well as in private and venture capital
funds. According to the CBH, there are currently
four private and venture capital funds in Hungary;,
which were created specifically for sustaina-
bility (HVCA, 2022). According to Herath and
Wanninayke (2009), investment preferences are
highly dependent on education level and income.
Beyond this previous, the driving forces deter-
mining investment directions (e.g.: business strat-
egies, and future greening plans) are so complex
and interrelated that multiple analyses are needed
to make proven statements (Chitimiea et al., 2021).
The differences in investment directions between
residential and corporate respondents can be re-
lated to these previous; promoted issues such as
environmental protection, biodiversity, transpor-
tation, and renewables are subject to higher in-
terest on a personal scale compared to innovative
sustainable products and the sustainable food in-
dustry, which are more closely related to corporate
activity preferences.

The sustainability attitude assessment of both resi-
dential and corporate survey participants resulted
in an over 90 percent share of generally eco-con-
scious respondents, even with a slight improve-
ment from one year to the next. The CBH Report
pointed out that there is a correlation between
environmental awareness and the households’ fi-
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nancial attitude, just as mutual positive feedback
can be assumed between the market presence of
green financial products and the sustainability at-
titude of the stakeholders; financially conscious
households make more environmentally friend-
ly consumer decisions, based mainly on savings
considerations. Among the environmentally con-
scious actions, the population takes those that
have tangible financial benefits even in the short
term (CBH, 2022a). The very high level of eco-con-
sciousness from residential and corporate custom-
ers is a beneficial sign for the Hungarian green
market, while it was previously found that this
attitude has a great influence on customers’ inten-
tion to take green products (Milicevic et al., 2023).
It can be assumed by these results that propaga-
tion of green attitude interrelates with the spread
of green financial products in Hungary, thereby
fostering the persistent development of each other.

As can be seen, major improvement occurred dur-
ing the course of only one year in terms of the
bank’s establishment of a green transition plan
with both climate goals and a sustainable cred-
it risk plan. It appears that more and more insti-
tutions realize that it is of key importance that
the banks identify the risks arising from climate
change to be able to manage the factors threaten-
ing sustainable operation (Semieniuk et al., 2020).
As a further potential driving force, Ritter (2022)
found that the Hungarian banking sector is, based
on its geographical characteristics, exposed to cli-
mate change-related risks more than other mem-
ber states of the European Union. Further, the
effects of active presentation of green transition
requirements on an international and national
scale seems to be verified by the findings of this
research; banks adopt an increasing number of ac-
tions toward achieving green goals, shown espe-
cially for the share increase of ongoing sustaina-
bility-based procedures.

The CBH Report highlights that nearly 20 per-
cent of the surveyed banks were able to assess and
quantify the effects of credit risk and climate risk,
underlining that about 40 percent of the banks
have already included a certain form of ESG risk
assessment in their customer and transaction due
diligence procedures and lending policies (CBH,
2022a). This is largely in line with the practice typ-
ical of large banks in eurozone countries based on

http://dx.doi.org/10.21511/bbs.18(1).2023.10
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the ECB’s survey (ECB, 2022). These afore state-
ments and the findings of this research show that,
in relation to the EU state best practices, an inten-
sive closing up of the Hungarian green banking
preferences has been started in 2022. Additionally,
however, operational-based factors such as mar-
ket-, physical-, reputational-, and legal risks are
frequently named as relevant risks in terms of
credit risk and climate change, but their effec-
tive measurement is still considered insufficient
even in international respect (Park & Kim, 2020).
To get a more comprehensive view of the risk in-
tegration of Hungarian banking practices, the
(survey-based) evaluation and analyses of afore
operational risks should be reasonable, thereby
giving further impetus to the development of the
domestic green banking system and establishing
schemes to be followed toward the minimization
of vulnerability caused by unrevealed concerns.

As presented, respondents are determined that
the current energy crisis is a major risk with en-
ergy supply security being the greatest concern.
As the manifestation of these results, Borowski
(2022) found that recent EU efforts towards a ze-
ro-carbon economy can be suppressed by the fact
that several member states are compelled to pri-
oritize fossil resources previously set aside. In the
case of Hungary, this phenomenon bears the risk
of further, at least temporarily, increasing energy
dependency, which is supported by the relatively
low share of renewable-based energy production
(Szabo et al., 2021). It is, however, counteracted by
the initiatives of the Hungarian government pre-
viously demonstrated to support the green transi-
tion in and out of the banking sector; among oth-
ers, the emphasis placed on the exploitation of so-
lar energy can be considered the way out (Kumar
et al,, 2021). This sustainable approach of the gov-
ernment seems to be adopted by households, that -
aside from a minor share of respondents — support
the employment of novel green solutions at least
by intention. In other words, endeavors from the
Hungarian government to mitigate the risks and
negative impacts of the energy crisis are salient,
which tend to help customers trust in the stabil-
ity of the banking system even under volatile cir-
cumstances; although statistical confirmation of
the real impact of the government’s influence on
personal opining would be substantial in further
studies.
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CONCLUSIONS

The purpose of this study was to assess the opinions and observations of residential and corporate bank
customers on the Hungarian green financial market and its characteristics in response to the green
transition and energy crisis in the early 2020s. To evaluate these parameters, two questionnaire sur-
veys were conducted for two consecutive years. Moderate and various knowledge was demonstrated
on green financial instruments with minor differences between residential and corporate respondents.
Several concerns were reported regarding the implementation of other green products (e.g.: GHP loan),
while the investment preferences were found to be different between residential and corporate interest-
ed members, with environmental protection being the most favored investment for both groups. The
general eco-consciousness of the two groups is high. It was also indicated that banks realize the impor-
tance of sustainability and climate risk assessment, however, effective progress steps are still unfolding.
Respondents also identify the risks related to the energy crisis, while their trust in the banking system
remains even under volatile circumstances. Undoubtedly, future studies must focus on the in-depth
analysis of afore issues, complemented by the involvement of other variables influencing the green mar-
ket and the assessment of a wider range of factors affecting the green transition on Hungary.
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