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Czech Republic: Property price growth
strong, for now
Czech property prices continued to grow at a fast clip in the second
quarter, and at 8.7% year-on-year, the rate is among the highest in the
EU. Still, asking prices in the third quarter signal a forthcoming slowdown
in the Czech property market, where prices have increased over 40% in
the last four years
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Czech property prices increased 8.7% YoY in the second quarter, 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
sixth highest YoY growth rate among EU countries (see the chart below). Some 13 other EU
countries also experienced property price growth exceeding 6% in the period. Despite some
slowdown from the 13% peak seen in 2017, Czech property price growth has remained solidly
above the EU28 average growth of 4.4%.  
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House price index % YoY, selected countries

Source: Eurostat, ING

Asking prices slowed down in 3Q19
At the same time, the Czech Statistical Office announced that asking prices of flats in the
Czech Republic (i.e. offered by sellers, not actual transactions) in 3Q19 further slowed down to
5.2% YoY and to 3.3% YoY in Prague. Still, realised apartment prices in the first half of the year
maintained their rapid growth rate of close to 10%, according to previously published CZSO
figures (and also today's Eurostat data).

CNB measures could have delay, but slowdown likely
Given the 20% YoY decline in the volume of new housing loans this year, we expected a more
pronounced slowdown in property price growth in 1H19. We think that the impact of the Czech
National Bank's macroprudential measures introduced in October 2018 was somewhat
delayed, with a large number of the newly granted housing loans in 2H18 (partially due to
frontloading given the new CNB measures) being drawn during the first half of this year. This
ultimately delayed the impact of tightened CNB recommendations and the lower
mortgage availability on the property market, and it explains to some extent why
prices maintained such a high growth rate in 1H19 - aside from traditional factors such as the
poor property supply, given legal obstacles.

That said, asking prices in the third quarter signal that real estate price growth will very
likely slow in the months/quarters ahead. This is not only because of the CNB measures but
also because of the generally high level of property prices relative to household income
following rapid growth in the last four years (40% increase since 2Q 2015).
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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 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.

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