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We are pleased to present to you the sixth edition of the Property Index, Overview of European Residential Markets. During its long history Property Index has become one of the most important European real estate publications. Property Index is a comparative report regarding residential markets and housing across Europe. It analyses factors influencing the development of residential markets and compares residential property prices in selected (not only) European countries and cities.
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This year we also cover the residential rental market area whereby we tried to deal with yield issues from the landlord point of view. This brings a completely different perspective on the residential market, because the method of investing in the form of ‘buy to let’ is recently very favoured. As in the previous year, we especially focused our attention on: •• Austria (AT); •• Belgium (BE); •• Czech Republic (CZ); •• Denmark (DK); •• Estonia (EE); •• France (FR); •• Germany (DE); •• Hungary (HU); •• Ireland (IE); •• Israel (IL); •• Italy (IT); •• Latvia (LV); •• Lithuania (LT) •• Netherlands (NL);
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Most of the indicators featured are on a year-on-year basis and are to some extent also influenced by geopolitical situations or various factors affecting the volume of supply and demand.



Highlights



The Property Index was prepared by a proven international and cross-functional team of Deloitte professionals in the development, mortgage and real estate markets. This publication has been prepared using data collected by individual Deloitte offices in selected countries.



26.5%



The Property Index capitalises on Deloitte’s extensive knowledge of the real estate and development industry, enabling us to provide you with independent and credible information. We hope you will find this sixth issue of the publication interesting and inspiring for you and for your business.



16,538 EUR



8.9%



Inner London was again the most expensive city among surveyed cities with a price tag reaching 16,538 EUR/sq m. Due to exchange rate movements the dwelling price in Euros decreased in Inner London by 9 %. Living outside of Inner London was cheaper, however, still above average amounting 7,145 EUR/sq m.



The highest price growth in 2016 was surprisingly recorded in Slovenia, where transaction price of new dwellings rose by an outstanding +26.5%.



1.068 EUR The cheapest new dwelling was scored in Portugal, where the transaction price oscillated closely above the level of 1,000 EUR.



1.77%



The most profitable investment among surveyed cities were observed in Odense in Denmark (+8.9%), followed by Budapest, the Capital of Hungary (+7.9%).



Czech Republic was the place where you could get a mortgage with most favourable conditions of bank financing in 2016. The average mortgage rate fluctuated around 1.77%.



•• Poland (PL); •• Portugal (PT); •• Slovenia (SI); •• Spain (ES); and •• United Kingdom (UK).



453 000



2.0% The lowest yield in absolute terms was recorded in Inner London (+2.0%) due to remarkably high monthly rent level.



11 years The least affordable own housing was for the first time observed in the Czech Republic where citizens need to save almost 11 years to buy a new apartment.
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The highest volume of housing development in all selected countries was seen in France (6.8 completed dwellings per 1,000 citizens). This country also recorded the highest total number of completed dwellings reaching 453 000.
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Economic development in Europe The last three years have seen slow growth. The European economy continued to rise in 2016. Nevertheless, the growth rate of GDP slightly decreased in comparison to 2015 and remains feeble. GDP in the whole EU-28 increased by 1.8%, the Eurozone rose by 1.7%. The growth was supported by the ECB’s accommodative policy and low commodity prices. External conditions were less favourable in 2016 than the year before. The US growth rate slowed down to 1.6%. The Chinese economy decelerated its growth further below 7%. Japan grew by a modest 1%. Russia did not make it out of the recession in 2016 and Brazil remained in a deep recession. These negative external conditions partially determined the slowdown of the European economy.
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Monetary policy relaxed further over the course of 2016. In March, the ECB extended its asset purchase programme from EUR 60bn to EUR 80bn monthly and included investment grade bonds issued by non-bank corporations in the list of assets that are eligible for regular purchases. The total monthly purchases amounting to EUR 80bn lasted until March 2017. This volume was cut down to EUR 60bn in April and is intended to run until the end of December. Furthermore, the ECB decided to cut its deposit rate by 10 basis points to minus 0.40%. Declining interest rates contributed to the growth of consumption expenditures by 2.1% and fixed capital investment by 2.5% in the EU in 2016.



Part of the growth deceleration between 2015 and 2016 was a decline in competitiveness due to a lower labour productivity accompanied by faster wage inflation. Because of decreased competitiveness exports from both the EU and the Eurozone rose by 3.1% in real terms last year, which is half the pace observed in 2015. Despite this, the unemployment rate descended from its high of 10.9% in 2013 to 8% in March 2017. Fiscal policy in most European countries remained neutral or tightened in an effort to get closer to the long-term sustainability of public finances. General government



deficit declined in 21 out of 28 EU countries in 2016. Europe still faces geopolitical risks that could have an impact on its economy. The situation in the Middle East did not stabilise. Sanctions against Russia are still in place. The United Kingdom entered the process of leaving the EU in March 2017, which implies a latest date in March 2019 for agreeing the terms and conditions of the subsequent Brexit. The migration crisis seems to be easing.



affected by the slow growth of total factor productivity. An aging population will add some pressure to the labour markets and could slow GDP growth as well. While the average growth observed in the 10 years before the financial crisis (1998–2007) reached 2.6%, expected long-term growth over the coming years is likely to fluctuate between 1.5–2.0%.



The long-term prospects of the EU and the Eurozone are expected to be negatively



Graph: Growth of real GDP in EU 28 4% 2.1% 2%
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The housing market is usually sensitive to economic conditions, especially GDP growth and interest rates. Correlation between lagged GDP growth and house prices in the EU reached 83% during the



last 10 years. Thus, the expected sluggish economic growth is likely to limit inflation in house prices in the coming years. On the other hand, the accommodative monetary policy of the ECB and other central banks



in the EU will keep interest rates at low levels and together with the steadily falling unemployment rate support the housing market.
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Estonia



10.3% Latvia



13.2% Denmark



34.4%



Focus: Rental Market – Is renting a dwelling a profitable investment?



Lithuania



5.2%



In the last two editions we covered the introductory part with a focus on specific themes about residential property market. With the sixth edition publishing this year we would like to proceed with a completely new topic that will bring a different view on residential market perspective. This year´s focus on the rental market, prompting the question – Is renting a dwelling a profitable investment?



Netherlands



Ireland



24.4%



26.5%



United Kingdom



Poland



24.1% Belgium



24.4%



Emerging trends are becoming influential in the development of the rental market. The rise of online providers such as Airbnb and a generation of young people who are looking for more non-binding and flexible accomodation are driving factors of the market.



15.3%



Germany



54.3%



Czech Republic



23.4%



Austria



30.2%



The proportion of households using a lease can be seen in the map nearby. It documents that moving from the east to the west and from the south to the north highlights a greater share of rental living. Germany is by far a clear leader in renting with a share of 54.3 % households. The lowest share of rental living according to the official database Euromonitor International shows Slovenia (2.4%).
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3.9% France



25.3%
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Proportion of households living in a rent dwelling in % (2016)
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6 jul. 2017 - First launched in 2014, the goal of the Global Cybersecurity Index (GCI) is to help foster a global cul- t
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