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European homeowners decide with their
wallets when it comes to energy-efficient
renovation

The building sector is crucial for the green transition, accounting for
about a third of Europe’s energy-related emissions in 2022. Our survey
in six European countries found that while many homeowners have
taken steps to improve energy efficiency, financial concerns are the
main barrier to further renovation

T

Building sector needs to play big role in green transition

When thinking about the green transition, electric cars and wind turbines often come to mind as
replacements for combustion engines and coal plants. But the role of bricks and mortar is just as
important as batteries and mills. According to the European Environment Agency, the building
sector represented roughly a third of Europe’s energy-related greenhouse gas emissions in 2022.
So without including the building sector, the green transition is bound to fail. And even though the
European Commission has dropped the requirement that every residential property in the EU
should be upgraded to at least an energy label of D by 2033, the revised Energy Performance of
Buildings Directive stipulates a reduction in overall energy consumption that would have a similar
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effect.

Our latest survey asked consumers in six European countries for their views on topics like energy
efficiency measures and renovation costs. We've already taken a deep dive into the data for
Germany and found that a carrot-and-stick approach will probably be needed to really get going,
as many German homeowners lack motivation to renovate. But how does this finding compare to
other European countries?

Improving energy efficiency of devices is most popular measure
among homeowners
Have you taken measures to improve your home's energy efficiency during the past three years?
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Asked of homeowners. Source: ING Consumer Research

Overall, more than 70% of homeowners have taken some sort of measure during the past

three years to improve their homes’ energy efficiency. But the most popular of those measures
relates to the energy consumption of devices and not necessarily the building itself. On average
across our survey's six countries, close to a third of homeowners have improved thermal
insulation, e.g. through wall padding or multiple-layer windows. But the percentage varies widely,
from 21% in Poland to 46% in Romania.

The same holds true for solar panels, which have been installed by more than a third of Dutch
homeowners but less than 9% in Romania. The average across surveyed countries is slightly more
than 20%. From a sustainability point of view, modernising the heating system, which around 17%
of homeowners have done, can have a twofold effect, as it can improve energy efficiencyin a
narrower sense by reducing consumption, but can also help shift that energy consumption away
from the use of fossil fuels - depending on the type of system installed.

Homeowners decide with their wallets on whether to renovate

But sustainability considerations do not appear to have been the main motivation for those
homeowners who have undertaken steps to improve energy efficiency. Close to two thirds were
instead focused on savings in energy costs. In Germany, sustainability scored slightly higher than
an improvement in the comfort of living, but in all other places, it comes in third at best.

Article | 19 December 2024 2


https://think.ing.com/articles/carrot-and-stick-the-key-to-germanys-green-transition-of-the-housing-market/

THINK economic and financial analysis

Sustainability isn’t high on homeowners’ list of priorities

What was your main motivation to do so?

= Savings in
energy costs

= Higher comfort
of living

m Sustainability
considerations

m Increased value
of the home

m Other
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Asked of homeowners who had taken measures to improve energy efficiency
during past three years. Source: ING Consumer Research

... or whether not to renovate

On the other hand, financial considerations are also the most often cited reason not to

renovate. Homeowners who have not implemented energy efficiency measures in the past three
years, and do not attribute this to having taken such measures previously, cite the cost of
renovation or insufficient financial support from government programmes as reasons more than
twice as often as a lack of urgency regarding energy costs, which is also a financial concern.
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Cost of renovation scares homeowners away

What has kept you from doing so?

40%
35%
30%
25%
20%
15%
10%

5%

0%

Average Germany Romania Poland Spain Netherlands Belgium

m Cost of renovation too high/insufficient funding from government support program(s)
= | don't see any need in terms of energy costs
m| don’t know what measures to take
m 'm not sure how long | will stay in this home
m | don't see any need in terms of sustainability considerations
Too much bureaucracy in applying for government support program(s)
m I'm expecting (or have experienced) lack of cooperation from other owners in our multiple-unit building
m Lack of availability of materials or labor
m Other

Asked of homeowners who had not taken measures to improve energy efficiency
during past three years. Does not include answer “l had already taken measures
with that purpose before”. Source: ING Consumer Research

If the business case is there, most homeowners would consider
renovations

Given this importance of financial considerations, it came as a bit of a surprise to find that 30% of
German homeowners who so far had not improved their homes' energy efficiency couldn't even
be motivated to do so by a convincing business case, but only through coercion. Intense debate
around a law that would have mandated the modernisation of heating systems under certain
circumstances seems to have left many Germans disillusioned with the topic. In most other
countries, homeowners are taking a more pragmatic approach.
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Pragmatism rules - in most places

Would you consider taking measures under certain circumstances? Please choose your
minimum requirement for doing so.
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I would have to be convinced of the sustainability impact

m | would have to be convinced that savings in energy costs would make up the upfront cost of renovation

m Availability of loans to cover the upfront cost of renovation that | could pay back with what | save in energy
costs

m Availability of financial support (a grant or a tax cut) that partially covers the cost of renovation

w Availability of financial support (a grant or a tax cut) that covers the full cost of renovation

= | would only do so if | was legally forced to

Asked of homeowners who had not taken any measures to improve energy
efficiency during past three years. Source: ING Consumer Research

Majority in favour of regulation

But even in Germany, a majority supports government regulation in order to get renovation
activity going. On average, that is the case across our survey. But that majority isn't exactly
overwhelming - so even though there is support for the stick, governments across Europe
shouldn't forget to bring the carrot if they want homeowners to buy into the necessary
modernisation of the building stock.

Many agree that renovations should be legally mandated

To what extent do you agree or disagree with the following statement? Government should
mandate home renovations for energy efficiency

100%
90%
80%
70%
60%
50%

40%
30%

|
|
10%

Average Germany Romania Poland Spain Netherlands Belgium

mStrongly agree  mAgree = Neither agree nor disagree m Disagree  m Strongly disagree

Source: ING Consumer Research
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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