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Residential real estate market cools in
the eurozone

House price growth was quite strong in many eurozone countries in
2018. For this year and next, we forecast that growth rates will ease in
most countries
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Germany

German property prices and rents have been on the rise for a number of years now. House prices,
as measured by the House Price Index (HPI) from Destatis, rose by 5% in 2018 compared to the
year before. Since 2013, house prices have increased by almost 30%. Individual cities have seen
much bigger price jumps. The sharpest price increases were recorded in Stuttgart, Munich, Berlin
and Frankfurt.

Despite the price increases, loan-to-value ratio levels remain relatively well-behaved, suggesting
that there still is room for prices to rise and the risks of a textbook bubble are limited. At the same
time, recent political developments in the Berlin real estate market show that rents have become
unaffordable for parts of the population. Caps on rent or new construction of social housing could
dampen price increases.

France

In France, real estate prices continued to grow in 2018 at the same pace as in 2017 (3%). Existing
house prices were still growing at 2.9% in the first quarter of the year. Outside Paris, prices have
been growing at a steady 2.5% in the last two years while Paris has shown a deceleration since
4Q17, with prices slowing down from 4.7% to 3.9% YoY since then. On average, nominal prices are
only 17.8% higher than 10 years ago, which shows a rather tepid catch up, especially outside the
largest urban zones. Low interest rates are supporting prices, but not as much as one might have
expected from a 150bp mortgage interest rate drop since 2015. In the new building

market, household investments are still 10% below their 2008 levels and existing housing still lacks
dynamism in the country as a whole. After rising by an estimated 3% in 2019, we think price
growth could decelerate in 2020 and 2021 along with the economic downturn while remaining
well above the rate of inflation.

Italy

A deceleration in the pace of economic growth is taking a toll on house prices. But very favourable
market conditions- as confirmed by low price-to-rent and price-to-income ratios- continue to
make the purchase option attractive, fuelling transactions. In 1Q19, house transactions grew at a
9.6% YoY pace (up from 8.1% in 4Q18). Given the high percentage of purchases funded via
mortgages, credit availability remains a key determinant of market developments. Recent
evidence from the Bol Bank Lending Survey points to the first tentative sign of tighter conditions:
this bears attention, given the uncertain macroeconomic backdrop. The May 2019 Bol-Tecnoborsa
survey signals an increasing share of real estate agents expecting prices to stabilise, while that of
those expecting prices to rise remains stable. Declining selling times and average final discounts
offered by sellers on the original price, in principle, suggest that excess supply might now start to
clear but not enough to push average 2019 house price inflation back into positive territory.

Spain

The housing market was strong again in 2018, with price growth of 6.7% compared to 6.2% in
2017. Slower economic growth did not seem to have a negative impact on house price growth.
According to the Spanish National Bank, the weighted average of mortgage rates continues to
hover around 2.6%. The average term of new mortgages, however, increased again in 2018 (to 283
months, from 277 in 2017 and 280 in 2018), according to the European Mortgage Association. This
helped to support the purchasing power of consumers. For 2019 and 2020, we think growth in
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house prices will ease and forecast 5% growth in 2019 and 4% in 2020.

Netherlands

We expect home sales to continue to decline, with a total of 210,000 sales in 2019 and 195,000 in
2020 (2018: 218,000). During the first quarter of 2019, home sales declined by 9.0% compared to
the year before. The sales drop is partly due to continuing price increases, which are

eroding affordability. At the same time, the catch-up effect of households that postponed moving
plans during the crisis and have pushed up housing transactions since 2013 is now marginal. In
addition, confidence in the housing market (the home owners confidence index as measured by
the Homeowners' Association VEH, and the Delft University of Technology) is decreasing and
turned negative for the first time in four-and-a-half years this year. In this light, it is not surprising
that house price increases are flattening compared to 2018 (when prices increased by 9.0% on
average). For 2019 and 2020, we expect average price increases of 6.5% and 3.0%, respectively.
Upward price pressure is expected to persist due to the tightness of the housing market. The
construction of new-build homes in the next couple of years will not be sufficient to change

this tightness in the housing market, in our view. Low mortgage rates and increasing household
income leave room for further price increases.

Belgium

House prices grew by 3.6% in 2018. Relatively good activity figures and low interest rates will
continue to support the real estate market in the coming quarters. Recent high frequency data for
the first quarter of 2019 supports this thesis. Belgium's central bank, however, estimates that
residential house prices are about 6% overvalued and is also concerned about rising private debt
levels. New macroprudential measures are therefore a possibility. We forecast growth of 3.5% and
3.0% in 2019 and 2020, respectively.

Austria

Domestic demand and demand for gross fixed capital investment remain Austria’s economic
growth drivers, with construction investment providing a particularly positive impetus. However,
vigorous building activity and excessive demand has caused prices to rise, with residential property
price increases being more pronounced in 2018 than in 2017 (+6.9% compared to 3.8%).
Construction has become significantly more expensive, not only in 2018, but also in the first
quarter of 2019, indicating that residential property prices remain at elevated levels for the time
being. Yet, with building permits declining by 14% in 2018, there should be a gradual phase-out of
construction activity and prices in the medium term.

Portugal

Portuguese residential real estate grew by 10.3% in 2018, which is even higher than the 9.2%
growth in 2017. Strong macroeconomic conditions coupled with foreign demand underpin these
strong growth figures. We expect strong price growth to continue, but at a slightly lower pace. We
are looking for house prices to grow by 8% in 2019 and 6% in 2020.

Greece

The economic recovery, which has accompanied Greece's exit from its third ESM programme, is
still in place, although the rate of growth is decelerating. Over 1Q19, employment expanded by
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2.2% YoY, further fuelling consumer confidence gains. Non-performing loan disposal initiatives
from the main systemic banks should, in principle, help to improve lending conditions, but so far
this has failed to show up in lending data: lending for house purchases was still contracting at a
3.9% YoY clip in April 2019. The reduction in the ANFIA taxation on real estate assets included in
the 2019 budget remains a market positive, though. Even though external factors pose a downside
risk to GDP growth, we still expect last year's recovery in Greek house prices to continue at a
slightly quicker pace in 2019.

This article is taken from the Eurozone Quarterly, which you can find here

Author

Olivia Grace
Editor
olivia.grace@ing.com

Julian Geib
Junior Economist, Global Trade
julian.geib@inag.de

Zoltan Homolya
Economic research trainee
zoltan.homolya®@ing.com

Amrita Naik Nimbalkar
Economist, Global Macro
amrita.naik.nimbalkar@ing.com

Mateusz Sutowicz
Senior Economist, Poland
mateusz.sutowicz@ing.pl

Alissa Lefebre
Economist
alissa.lefebre@ing.com

Deepali Bhargava
Regional Head of Research, Asia-Pacific
Deepali.Bhargava@ing.com

Ruben Dewitte
Economist
+32495364780
ruben.dewitte@ing.com

Kinga Havasi
Economic research trainee
kinga.havasi@ing.com

Article | 26 June 2019 4


https://think.ing.com/%7Bpage_6387%7D
mailto:olivia.grace@ing.com
mailto:julian.geib@ing.de
mailto:zoltan.homolya@ing.com
mailto:amrita.naik.nimbalkar@ing.com
mailto:mateusz.sutowicz@ing.pl
mailto:alissa.lefebre@ing.com
mailto:Deepali.Bhargava@ing.com
mailto:ruben.dewitte@ing.com
mailto:kinga.havasi@ing.com

THINK economic and financial analysis

Marten van Garderen
Consumer Economist, Netherlands
marten.van.qgarderen@ing.com

David Havrlant

Chief Economist, Czech Republic
420770321 486
david.havrlant@ing.com

Sander Burgers
Senior Economist, Dutch Housing
sander.burgers@ing.com

Lynn Song
Chief Economist, Greater China
lunn.song@ing.com

Michiel Tukker
Senior UK & Eurozone Rates Strategist
michiel.tukker@ing.com

Michal Rubaszek
Senior Economist, Poland
michal.rubaszek@ing.pl

This is a test author

Stefan Posea
Economist, Romania
tiberiu-stefan.posea@ing.com

Marine Leleux
Sector Strategist, Financials
marine.leleux2@ing.com

Jesse Norcross
Senior Sector Strategist, Real Estate
jesse.norcross@ing.com

Teise Stellema
Research Assistant, Energy Transition
teise.stellema@ing.com

Diederik Stadig
Senior Economist, Healthcare & Technology
diederik.stadig@ing.com

Article | 26 June 2019 5


mailto:marten.van.garderen@ing.com
mailto:david.havrlant@ing.com
mailto:sander.burgers@ing.com
mailto:lynn.song@ing.com
mailto:michiel.tukker@ing.com
mailto:michal.rubaszek@ing.pl
mailto:tiberiu-stefan.posea@ing.com
mailto:marine.leleux2@ing.com
mailto:jesse.norcross@ing.com
mailto:teise.stellema@ing.com
mailto:diederik.stadig@ing.com

THINK economic and financial analysis

Diogo Gouveia
Sector Economist
diogo.duarte.vieira.de.gouveia@ing.com

Marine Leleux
Sector Strategist, Financials
marine.leleux2@ing.com

Ewa Manthey
Commodities Strategist
ewa.manthey@ing.com

ING Analysts

James Wilson
EM Sovereign Strategist
James.wilson@ing.com

Sophie Smith
Digital Editor
sophie.smith@ing.com

Frantisek Taborsky
EMEA FX & FI Strategist
frantisek.taborsky@ing.com

Adam Antoniak
Senior Economist, Poland
adam.antoniak@ing.pl

Min Joo Kang
Senior Economist, South Korea and Japan
min.joo.kang@ing.com

Coco Zhang
ESG Research
coco.zhang@ing.com

Jan Frederik Slijkerman
Senior Sector Strategist, TMT
jan.frederik.slifkerman®@ing.com

Katinka Jongkind
Senior Economist, Services and Leisure
Katinka.Jongkind@ing.com

Marina Le Blanc

Article | 26 June 2019 6


mailto:diogo.duarte.vieira.de.gouveia@ing.com
mailto:marine.leleux2@ing.com
mailto:ewa.manthey@ing.com
mailto:James.wilson@ing.com
mailto:sophie.smith@ing.com
mailto:frantisek.taborsky@ing.com
mailto:adam.antoniak@ing.pl
mailto:min.joo.kang@ing.com
mailto:coco.zhang@ing.com
mailto:jan.frederik.slijkerman@ing.com
mailto:Katinka.Jongkind@ing.com

THINK economic and financial analysis

Sector Strategist, Financials
Marina.Le.Blanc@ing.com

Samuel Abettan
Junior Economist
samuel.abettan@ing.com

Franziska Biehl
Senior Economist, Germany
Franziska.Marie.Biehl@ing.de

Rebecca Byrne
Deputy Global Head of Editorial and Supervisory Analyst
rebecca.byrne@ing.com

Mirjam Bani
Sector Economist, Commercial Real Estate & Public Sector (Netherlands)
mirjam.bani@ing.com

Timothy Rahill
Credit Strategist
timothy.rahill@ing.com

Leszek Kasek
Senior Economist, Poland
leszek.kasek@ing.pl

Antoine Bouvet
Head of European Rates Strategy
antoine.bouvet@ing.com

Jeroen van den Broek
Global Head of Sector Research
jeroen.van.den.broek@ing.com

Edse Dantuma
Senior Sector Economist, Industry and Healthcare
edse.dantuma®@ing.com

Francesco Pesole
FX Strategist
francesco.pesole@ing.com

Rico Luman
Senior Sector Economist, Transport and Logistics
Rico.Luman@ing.com

Jurjen Witteveen

Article | 26 June 2019 7


mailto:Marina.Le.Blanc@ing.com
mailto:samuel.abettan@ing.com
mailto:Franziska.Marie.Biehl@ing.de
mailto:rebecca.byrne@ing.com
mailto:mirjam.bani@ing.com
mailto:timothy.rahill@ing.com
mailto:leszek.kasek@ing.pl
mailto:antoine.bouvet@ing.com
mailto:jeroen.van.den.broek@ing.com
mailto:edse.dantuma@ing.com
mailto:francesco.pesole@ing.com
mailto:Rico.Luman@ing.com

THINK economic and financial analysis

Sector Economist
jurien.witteveen@ing.com

Dmitry Dolgin
Chief Economist, CIS
dmitry.dolgin@ing.de

Nicholas Mapa
Senior Economist, Philippines
nicholas.antonio.mapa@asia.ing.com

Egor Fedorov
Senior Credit Analyst
egor.fedorov@ing.com

Sebastian Franke
Consumer Economist
sebastian.franke@ing.de

Gerben Hieminga
Senior Sector Economist, Energy
gerben.hieminga@ing.com

Nadege Tillier
Head of Corporate Sector Strategy
nadege.tillier@ing.com

Charlotte de Montpellier
Senior Economist, France and Switzerland
charlotte.de.montpellier@ing.com

Laura Straeter
Behavioural Scientist
+31(0)611172684
laura.Straeter@ing.com

Valentin Tataru
Chief Economist, Romania
valentin.tataru@ing.com

James Smith
Developed Markets Economist, UK
james.smith@ing.com

Suvi Platerink Kosonen
Senior Sector Strategist, Financials
suvi.platerink-kosonen@ing.com

Article | 26 June 2019 8


mailto:jurjen.witteveen@ing.com
mailto:dmitry.dolgin@ing.de
mailto:nicholas.antonio.mapa@asia.ing.com
mailto:egor.fedorov@ing.com
mailto:sebastian.franke@ing.de
mailto:gerben.hieminga@ing.com
mailto:nadege.tillier@ing.com
mailto:charlotte.de.montpellier@ing.com
mailto:laura.Straeter@ing.com
mailto:valentin.tataru@ing.com
mailto:james.smith@ing.com
mailto:suvi.platerink-kosonen@ing.com

THINK economic and financial analysis

Thijs Geijer
Senior Sector Economist, Food & Agri
thijs.geijer@ing.com

Maurice van Sante
Senior Economist Construction & Team Lead Sectors
maurice.van.sante@ing.com

Marcel Klok
Senior Economist, Netherlands
marcel.klok@ing.com

Paolo Pizzoli
Senior Economist, Italy, Greece
paolo.pizzoli@ing.com

Marieke Blom
Chief Economist and Global Head of Research
marieke.blom®@ing.com

Raoul Leering
Senior Macro Economist
raoul.leering@ing.com

Maarten Leen
Head of Global IFRS9 ME Scenarios
maorten.leen@inq.com

Maureen Schuller
Head of Financials Sector Strategy
Maureen.Schuller@ing.com

Warren Patterson
Head of Commodities Strategy
Warren.Patterson@ing.com

Rafal Benecki
Chief Economist, Poland
rafal.benecki@ing.pl

Philippe Ledent
Senior Economist, Belgium, Luxembourg
philippe.ledent@ing.com

Peter Virovacz
Senior Economist, Hungary
peter.virovacz@ing.com

Article | 26 June 2019 9


mailto:thijs.geijer@ing.com
mailto:maurice.van.sante@ing.com
mailto:marcel.klok@ing.com
mailto:paolo.pizzoli@ing.com
mailto:marieke.blom@ing.com
mailto:raoul.leering@ing.com
mailto:maarten.leen@ing.com
mailto:Maureen.Schuller@ing.com
mailto:Warren.Patterson@ing.com
mailto:rafal.benecki@ing.pl
mailto:philippe.ledent@ing.com
mailto:peter.virovacz@ing.com

THINK economic and financial analysis

Inga Fechner
Senior Economist, Global Trade
inga.fechner@ing.de

Dimitry Fleming
Senior Data Analyst, Netherlands
Dimitry.Fleming@ing.com

Ciprian Dascalu

Chief Economist, Romania
+40 31 406 8990
ciprian.dascalu@ing.com

Muhammet Mercan
Chief Economist, Turkey
muhammet.mercan@ingbank.com.tr

Iris Pang
Chief Economist, Greater China
iris.pang@asia.ing.com

Sophie Freeman

Writer, Group Research

+44 207767 6209
Sophie.Freeman®@uk.ing.com

Padhraic Garvey, CFA
Regional Head of Research, Americas
padhraic.garvey@ing.com

James Knightley
Chief International Economist, US
james.knightley@ing.com

Tim Condon
Asia Chief Economist
+65 6232-6020

Martin van Vliet

Senior Interest Rate Strategist
+31 20563 8801
martin.van.vliet@ing.com

Karol Pogorzelski
Senior Economist, Poland
Karol.Pogorzelski@ing.pl

Carsten Brzeski

Article | 26 June 2019 10


mailto:inga.fechner@ing.de
mailto:Dimitry.Fleming@ing.com
mailto:ciprian.dascalu@ing.com
mailto:muhammet.mercan@ingbank.com.tr
mailto:iris.pang@asia.ing.com
mailto:Sophie.Freeman@uk.ing.com
mailto:padhraic.garvey@ing.com
mailto:james.knightley@ing.com
mailto:martin.van.vliet@ing.com
mailto:Karol.Pogorzelski@ing.pl

THINK economic and financial analysis

Global Head of Macro
carsten.brzeski@ing.de

Viraj Patel

Foreign Exchange Strategist
+44 20 7767 6405
viraj.patel@ing.com

Owen Thomas

Global Head of Editorial Content
+44 (0) 207 767 5331
owen.thomas@ing.com

Bert Colijn
Chief Economist, Netherlands
bert.coliin@ing.com

Peter Vanden Houte
Chief Economist, Belgium, Luxembourg, Eurozone
peter.vandenhoute@ing.com

Benjamin Schroeder
Senior Rates Strategist
benjamin.schroder@ing.com

Chris Turner
Global Head of Markets and Regional Head of Research for UK & CEE
chris.turner@ing.com

Gustavo Rangel
Chief Economist, LATAM
+1 646 424 6464
gustavo.rangel@ing.com

Carlo Cocuzzo

Economist, Digital Finance
+44 20 7767 5306
carlo.cocuzzo@ing.com

Article | 26 June 2019

11


mailto:carsten.brzeski@ing.de
mailto:viraj.patel@ing.com
mailto:owen.thomas@ing.com
mailto:bert.colijn@ing.com
mailto:peter.vandenhoute@ing.com
mailto:benjamin.schroder@ing.com
mailto:chris.turner@ing.com
mailto:gustavo.rangel@ing.com
mailto:carlo.cocuzzo@ing.com

