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Czech Republic’s housing structure

The homeownership rate is high in the Czech economy but is gradually
decreasing mainly in towns. Housing costs have grown significantly in
the last decade but were compensated by higher net incomes on
average, however, low-income households were affected more
significantly

Last year there were 4.395 million households in the Czech Republic with the average
household having 2.36 members with 1.1 working persons and 0.5 dependent children. The
remainder are unemployed people and non-working pensioners, while almost 29% of
households are single people, according to the Statistics of Income and Living Conditions
survey published by the Czech Statistical Office for 2018.

Homeownership is still the most popular option

Homeownership rate in the Czech Republic is about 67.5% where 38.7% of households own a
house, and 28.8% are flat owners, while renters make up 19% of households and 7.9% live in
co-operative housing. The remaining 5.6% of households live with their relatives and friends.

In comparison to 2009, the ownership rate has increased from 63%, while the number of
rented housing decreased from 22.4%, and co-operative housing fell from 11.1%.
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Housing structure in regions and municipalities

The structure of the legal form of flat use differs depending on the region and the size of the
municipality. While 81.3% of households in smaller municipalities with less than 10 thousand
inhabitants own a house or a flat and only 11.5% rent, cities with population exceeding 100
000 people, the homeownership rate is 55.7%, while rented housing represents almost 31% of
the housing stock.

In Prague, 11.2% of people own a house, and 44.7% own a flat. There is also the third highest
percentage of co-operative housing (9.3%) in the Czech Republic, and the percentage of rented
housing is the highest in the country with 31.3%.
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House prices have increased significantly in the past 10 years

The Czech Republic has experienced increasing house prices since the post-crisis low in 2013.
House price growth was the highest among EU countries in 2017 when it accelerated by 12%
on average, but also 2018 also saw an average growth of 8.6%. As such, since 2015, the prices
increased by 30% where several elements contributed to this increase such as historically low-
interest rates, strong economic growth, increasing real wages, and a generally good economic
outlook.

Also, some natural demand was most likely postponed during the years of the global financial
crisis, leading to higher demand when economic conditions improved. Moreover, there is an
increasing share of single-person households in the Czech economy, from 24.5% ten years ago
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to 28.7in 2018 - a trend which is likely to continue, generating new demand for housing.

An additional factor contributing to the price increases is the housing supply which was
severely affected by the global financial crisis. The number of 'started dwellings' fell by 27% in
total between 2008 and 2018. The supply started recovering since 2014 but is still lagging,
particularly in large cities where demand is highest, and the process for obtaining a
construction permit takes a long time due to legal obstacles, especially in Prague, followed by
Brno.
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Housing costs are following the growing real estate prices

The survey shows growth of real estate prices is reflected by increasing housing costs which
grew by 31.7% between 2008 and 2018. On the other hand, net disposable income increased
by around 43% (consistent with average nominal wage growth by 41%), meaning total
housing costs to total net household income slightly decreased to 15.9% in 2018. This means
that on average 16% of the households’ net income is spent on housing out of which the
highest portion is electricity.

The most affected by the increasing housing costs are households with the lowest net income
(up to 107 118 CZK per capita) as they spend on average 27.9% of their net income on housing
expenditures. Whereas, in the highest decile ( net income above 305 594 CZK), households
spend only 10% of their net income on housing.
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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 requlation 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 www.ing.com.
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