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Czech: Property price growth still outstrips EU
average
Residential property prices grew 8.7% year-on-year in the third quarter of
2018- the fourth highest rate among EU countries, though some
slowdown is expected this year

Growth in property prices twice as high as the EU average in 2018
Czech property prices increased 8.7% YoY in 3Q18, based on the House Price Index (HPI) – a broad
measure of residential property prices among EU countries, which includes both prices of existing
and new family houses, flats and land. This represents the fourth highest YoY growth rate among
EU countries, just behind Slovenia (15.1%), the Netherlands (10.2%) and Ireland (9.1%). Prices of
new dwellings saw even higher annual growth of 12.8% YoY- the second highest in the EU after
the Netherlands (16.9% YoY), though new dwellings in the Czech Republic have a weighting of just
approx 10% in the total HPI.
Despite a relatively strong 3Q18, average 2018 HPI growth reached 8%, ranking seventh among EU
countries. This was down from the 12% YoY growth seen in 2017, which was the highest rate in the
EU. However, this still means that the average growth in the Czech property market is almost twice
as high as the EU-average.
See ING view on European property price developments
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Strong activity in 3Q18 due to frontloading effect
Accelerating property prices in 3Q18 came as a surprise to the market, which was expecting a
gradual slowdown. However, this might be due to the frontloading effect related to the
introduction of stricter macroprudential recommendations of the Czech National Bank (CNB).
Indeed, the CNB announced in mid-2018 that banks should apply new income limits from October
2018 (no higher loan than nine times net yearly income or/and monthly instalment exceeding
45% of net monthly income of the borrower, while loan-to-value limits remained unchanged at
90%). Due to concerns of tighter housing loan conditions by some households, demand for credit
financing surged in 3Q. As such, new housing loans increased by almost 30% YoY during JulyOctober, which had a potential impact on property prices in 3Q18.
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Property price growth should continue this year, though at a weaker pace
However, according to consensus market expectations, the rate of growth in property prices
should slow down towards 5% on average this year. This is related to the combination of:
Weaker credit demand due to stricter CNB macroprudential limits and gradually increasing
mortgages rates
The generally high level of property prices related to household income as a result of rapid
growth in the last three years
Some natural demand for 2019 was realised in 2H18 due to the frontloading effect.
However, because of the insufficient supply of new flats, mainly in bigger Czech cities, related to
administrative obstacles which have hindered new building permits, a more pronounced price
decline is not a likely scenario, in our view.
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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 NV 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. The producing legal entity 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
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communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) 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.
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