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Presenter
Presentation Notes
First of all, I would like to thank the connference organizers for giving me the possibility to speak here. My presentation will deal with the different ways in which European housing have responded to the Global Financial Crisis
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Content 

1. Effects of the GFC on housing markets: a global and a 
European perspective 
 

2. An explanatory framework: the construction of a 
tentative typology of crisis resilience 
 

3. Testing and further explaining the tentative typology 
 

4. Conclusions and agenda for further research 
 
 

Presenter
Presentation Notes
I will start my presentation by briefly explaining the effects of the GFC on housing markets. Doing so, I will take both a global and a European perspective. 

Than I will focus more in particular on a selected number of European countries and I will present a tentative conceptual framework that intend to explain differences in crisis resilience between different European countries. 

Finally, I will finish my presentation by drawing some conclusions and by presenting an agenda for furhter research. 
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Global house price development 

 

Presenter
Presentation Notes
This picture shows the house prices developments in six different parts of the world in 2011 and 2012. The picture makes clear that the effects of the crisis are still most clearly visible in Europe. Even in North America, which has initially been hit very hard by the GFC, house prices are increasing again.
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Content 

Presenter
Presentation Notes
This picture shows the house prices development in 2012 in a selected number of European countries. What you can see is an enormous variation. House prices are substaintially increasing in countries such as Iceland, Estonia and Norway while they are still going down in Spain and Ireland but for example also in the Netherlands.
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Some first conclusions 

Europe is not doing well, but huge variance within Europe. 
 

Countries outside Europe: 
•  were less affected by the GFC (Africa, Asia) 
•  were affected by the GFC but recovered more quickly 

(USA) 
•  developed safeguards following previous bubbles (Hong 

Kong, Korea).  
 

=> How can we explain the large variation within Europe? 

Presenter
Presentation Notes
So, let’s now jump to some first conclusion.

First of all, we can observe that, from a global perspective, Europe is not doing well. However, as I have just shown, there is also a huge variance within Europe.
It is the aim of this presentation to explain this variation in Europe in more detail. 
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Housing in Europe 

 
 

Presenter
Presentation Notes
In my opinion, it is not so strange that the impact differs between European countries, because the housing systems also very much differ between the different part. People who regularly travel within Europe will notice that the houses often look very different as soon as one crosses a European border. 
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How to measure the impact of the 
crisis 

Crisis effects on the housing market are most visible on 
homeownership market. 
 
Indicators:  
• Housing production 
• Transactions in existing housing stock  
• House price development 
 
Selected countries: 
• Germany, Belgium (static housing markets) 
• UK and Netherlands (dynamic housing markets) 
• Spain and Italy (speculative housing markets) 
 
 

Presenter
Presentation Notes
On important question is of course how we should measure the effects of the GFC. In my opinion, these effects are most clearly visible on the homeownership market, because the homeownership sector is clearly related to the financial market. In particular, I will look at the following 3 indicators:
Housing production: this involves both the homeownership and the rental sector 
Transactions in existing housing stock: this involves only the rental sector 
House price development: this involves only the homeownership sector.
In the rest of my presentation, I will only focus on six selected countries

Germany, Belgium (static housing markets)
UK and Netherlands (dynamic housing markets)
Spain and Italy (speculative housing markets)

Later on in my presentation, I will explain what I mean with the terms static housing markets, dynamic housing markets and speculative. However, I first want ton show how the impact of the Global Financial Crisis differs between the six selected countries. 
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Housing production (% of dwelling 
stock) 

Source: EMF Hypostat 2013 

Presenter
Presentation Notes
This picture showns the yearly housing production as percentage of the total dwelling stock. You can see that in Ireland and Spain, there was a very high housing production rate before the start of GFC, However, after 2008, when the GFC started, the housing prodcution rate dropped considerably in these countries. 
In Germany, Belgium, the Netherlands and the UK, the housing production nis much lower. Here, the yearly housing production is usually around 1% of the dwelling stock. In Germany, it is even lower than that. In these four countries, the global financial criris has only had a relatively limited effect on the rate of housing production. 
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Transactions (% of owner-occupied 
stock) 

Source: EMF Hypostat 2013 

Presenter
Presentation Notes
This picture shows the yearly transaction in the home ownership market, as percentage of the total homeownership stock. It is clear that before the start of the GFC, the transactions rates were relativy high in Ireland, Spain, the UK and the Netherlands. After 2008, the transaction rates dropped considerably in all these four countries. In Germany and Belgium, however, the transaction rate are much lower and very stable. In these 2 countries, the GFC has hardly had any effect on the transactions in the homeownership market.  
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House price development (2006=100) 

Source: EMF Hypostat 2013 

Presenter
Presentation Notes
This picture shows the house price developments in the 6 selected countries between 2001 and 2012.  The figures have been indexed for the year 2006. The figure shows quite some variation between countries. After 2006, house prices have gone up in Germany, Belgium and the UK, whereas they have gone down in Ireland, Spain and the Netherlands. 
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Summary table 

 
 

  Belgium / 
Germany 

Netherlands 
/ UK 

Spain / 
Ireland 

Housing 
production 

Relatively low 
and stable 

Relatively low 
and stable 

Very high 
before crisis, 
Sharp drop 
afterwards 

Transactions 
owner-
occupancy 
stock 

Relatively low 
and stable 

High before 
crisis, sharp 
drop 
afterwards 

High before 
crisis, sharp 
drop 
afterwards 

House price 
development 

Stable or 
increasing 

Mixed pattern 
after crisis 

Sharp drop 
after crisis  

Overall 
impact GFC 

Low Moderate High 

Presenter
Presentation Notes
This picture gives a summary of the various figures that I have just presented. It shows that….
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Explanatory factors 
 

1. Mobility on the housing market /attitude towards 
moving 

2. Organization of the housing provision  
3. Organization and regulation of the mortgage market 
4. Spatial planning/supply elasticity 

 
Based on these factors, three types of housing markets 
may be distinguished: 
• static  
• dynamic 
• Speculative 

 
Typology is based on work of Van der Heijden et al., 
Duncan and Barlow, Martens etc.. 

Presenter
Presentation Notes
So how can we explain these differences in crisis resilience that I have just presented to you. In my opinion, the following 4 factors play a role here:
Mobility on the housing market /attitude towards moving
Organization of the housing provision 
Organization and regulation of the mortgage market
Spatial planning/supply elasticity

Based on these factors, I have distinguishsed three types of housing markets may be distinguished:
static 
dynamic
Speculative

This typology is partly based on earlier work Van der Heijden et al., Duncan and Barlow and  Martens in which a distinction is made between static and dynamic housing markets, However, I have added a third type to this typology, namely that of the speculative housing market. 
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Static housing markets  

Transactions on the housing 
market (owner-occupied sector) 

Relatively low 

Attitude towards moving You only move once in your life 

Organization housing provision Many self-provided housing 

Organization and regulation 
mortgage market  

Relatively strict regulation  

Supply responsiveness Relatively low  

Resilience to crisis Strong 

Typical countries Belgium and Germany 

Presenter
Presentation Notes
So let’s now look at the different types of this typology. First the static housing market. In static housing market, there are relatively little transactions in the homeownership market. That is related to the fact that moving house is not very popular. The general idea is that you only move once, or maybe twice, in your life. The housing provision is characterized by a relatively large share of self-provided housing, whereas the mortgage market is relatively strictly regulated. The supply responsiveness is relatively low. In other words, increaes in house prices are not likely to lead to a strong increase in housing production. As a results of all these factors, the resilience to a crisis is rather strong. Typical examples of static housing markets are Germany and Belgium. 
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Dynamic housing markets  
Transactions on the housing 
market (owner-occupied sector) 

Relatively high 

Attitude towards moving Concept of housing career 

Organization housing provision Many project developers 

Organization and regulation 
mortgage market  

Relatively little regulation  

Supply responsiveness Relatively low  

Resilience to crisis Moderate 

Typical countries UK and Netherlands 

Presenter
Presentation Notes
So let’s now look at the dynamic housing markets. In these housing markets there are relatively many transactions. This is due to the fact that the concept of the housing career is very popular here. People often start in a small homeownerhsip dwelling and move on to a bigger one once their income gets higher. The housing provison in dynamic housing markets tends to be characterized by a large role of commercial project developers. After all, if people only live in their dwelling for a relatively short time, there is less need for custom-made self-provided housing, There is relatively little regulation of the mortgage market and the supply-responsiveness is relatively, at least in the Netherlands and the UK, the two dynamic housing markets that feature in this comparison. This is due to the fact that these two countries have a high population density and therefore relatively strict planning regulations. The resilience to a crisis is moderate, and like a already said, typical examples are the Netherlands and the UK. 
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Speculative housing markets  
Transactions on the housing 
market (owner-occupied sector) 

Strongly dependent on market 
situation 

Attitude towards moving You only move once in your life 

Organization housing provision Many project developers 

Organization and regulation 
mortgage market  

Relatively little regulation  

Supply responsiveness Moderate to high 

Resilience to crisis Low 

Typical countries Spain and Ireland 

Presenter
Presentation Notes
As far at the attitude towards moving is concerned, the speculative housing markets are rather similar to the static housing market. However, the housing provision and the mortgage markets are organized and regulated in a totally different way.  There is less self-provided housing and there are more commercial project developers. Furthermore, the regulation of the mortgage is relatively limited and the supply responsiveness is relatively high. As a result of this, there is room for speculative upswings in the housing production. During such upswing, the number of transactions on the housing markets suddenly increase. These speculative upswings also result in relatively little resilience to a crisis. Typical examples of specualtive housing markets are Ireland and Spain. 
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Transactions (as % of owner-
occupied stock) 

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

Germany 2.86 2.85 2.79 2.49 2.83 2.47 2.54 2.53 2.64 2.83 3.08 3.32 

Belgium 3.02 3.14 3.22 3.16 3.13 3.17 3.25 3.12 2.92 3.23 3.21 3.06 

Netherlan
ds 5.35 5.38 5.20 5.12 5.48 5.52 5.28 4.72 3.26 3.20 

UK 9.72 9.31 5.15 4.87 5.00 4.97 

Ireland 6.81 8.83 8.88 9.02 9.11 8.60 6.27 3.89 1.80 1.30 

Spain 4.46 4.60 4.73 4.02 2.62 2.11 2.22 1.58 

Presenter
Presentation Notes
So let’s see if the hypothetical differences between the different types of housing markets can also be found in reality. If we look at the transactions in the owner-occupied stock, we can indeed see that the transaction rate is low and stable in the static housing markets of Belgium and Germany.
Before the start of the GFC, the transaction rate was rather high in the dynamic housing markets of the Netherlands and the UK. However, it dropped considerably afterwards. This is due to the fact that moving to a bigger dwelling is not attractive in a market with declining prices. People usually only move if they can sell their dwelling with a profit and this is not possibly in a market with declining prices.
In thje speculative markets of Ireland and Spain, the transaction rate was high before 2008. However, this involved for a large part the sale of newly built dwellings. After 2008, when the sale of new dwellings largely stopped, the transaction rate dropped to a very low level.
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  Dynamic housing career  

Presenter
Presentation Notes
The con cept of a housing career that is in use in dynamic housing markets. 
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Static housing career  

Presenter
Presentation Notes
Housing career in static housing market. You save money for a relatively big house, usually self-provided, and you only buy this house when you have a relatively advanced age. 
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Presenter
Presentation Notes
Another option that is common in static housing is to start with a relatively small house and to extend this house in the course of time. So in a way, you are then making a housing career in one and the same house.
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Presenter
Presentation Notes
An example of an extended house in a static housing market.
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Organisation housing provision  

Two main types: 
 

1. Housing development by real estate developers 
 

2. Self-provided housing  

Presenter
Presentation Notes
So, let’s now look in more detail at the organization of the housing provision in the different types of housing markets. Basically, there are 2 main types of housing provision:
 

Housing development by real estate developers

Self-provided housing 
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Housing production by real estate 
developers 

Process: 
• Developers owns or buys land 
• In consultation with the local authorities, a building programme is 

established  
• The financial risks are run by the developers.  

 
Speculative development: dwellings are built before they are sold: 
Spain, Ireland, United Kingdom.  
 
Non-speculative development: construction only starts once a 
substantial share of the project is sold (70%): Netherlands 
 
In Belgium and Germany, developers only provide a limited part of the 
housing production.   

Presenter
Presentation Notes
Housing provision by project developers usually follows the following process. 
There is a developer who owns or buys land
In consultation with the local authorities, a building programme is established 
The financial risks of the house building are run by the developers. 

As far as these financial risks are concerned, there are 2 main models:

Speculative development: dwellings are built before they are sold: Spain, Ireland, United Kingdom. 

Non-speculative development: construction only starts once a substantial share of the project is sold (70%): Netherlands
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Presenter
Presentation Notes
An example of housing development by developers: terraced dwellings in the Netherlands
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Presenter
Presentation Notes
Project developers usually build houses for all segments of the housing market. This is an example of up-market housing that is produced by project developers. These are expensive apartments along the Thames river in London. 
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The risk in speculative housing 
development 

Economic 
growth. 
Demand for 
houses 
increases 

Developers 
see market 
grow and 
commence 
new work 

If there are 
no 
planning/land 
restrictions, 
risk of 
oversupply! 

Time 

Presenter
Presentation Notes
Speculative housing development by project developers may lead to a speculative oversupply of dwellings.
This process starts with econmic growth as a result of which the demand for houses increases. Developers than see the market grow and start to build more houses. Especially when the planning or land restriction are limited, this may lead to a speculative oversupply of dwellings. 
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Supply elasticity 

Bron: national statistical bureaus 

Presenter
Presentation Notes
This picture shows that the supply elasttcity is indeed higher in the speculative housing markets of Ireland and Spain than in the dynamic housing market of the Netherlands and the UK or the static housing market of Belgium. Nevertheless, there are also countries in whcih the supply elasticity is even higher than in Irleand and Spain. Particularly the USA is characterized by a very high supply elasticity. 
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Presenter
Presentation Notes
Ok, so we can conclude that a strong role for developers and relatively high supply elasticity can lead to a speuclative overproduction of dwellings. 
Well, as you all know such a speculative overproduction of dwellings took place in Spain were for a number of years, the yearly housing production was much bigger than the growth of the number of households. 
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Presenter
Presentation Notes
Well, this overproduction has led to a large number of unfinished or empty and unsold dwellings.
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Ireland 

29 

Presenter
Presentation Notes
The same processes also took place in the other example of a speculative housing market: Ireland
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Self-provided housing 

30 

Presenter
Presentation Notes
So, one mode of housing provision is housing production by developers but the other one is self-provided housing. As I have already indicated, self-provided housing is typical of static housing markets. 
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Prospective home owner buys land 
 

Landowner commissions architect for design 

Architect coordinates planning permissions 

Architect coordinates bid for construction 
companies 

Construction companies build home 

31 

Self provided housing: the process 

Presenter
Presentation Notes
The process of self-provided housing is usually as follows:




However, in some cases part of the tasks of the architect of the construction company are taken over by the homeowner himself. 
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Presenter
Presentation Notes
Some examples of self-provided  houses. 
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Presenter
Presentation Notes
. 
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Share of self-provided housing 

Source: national statistical bureaus 

Presenter
Presentation Notes
This picture shows that the share of self-provided housing is indeed much higher in the static housing market of Germany and Belgium than in the dynamic housing market of the Netherlands and the UK or the speculative housing markets of Ireland and Spain.
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Lending practices 

 
 Country Most common 

interest type 
Maximum loan-
to-value ratio 

Subprime 
lending? 

Germany Fixed 5 -10 years 80% No 
Belgium  Fixed 10 years 80% No 
Netherlands Fixed 5 -10 years 115% Some 
United Kingdom Variable 110% Yes 

Spain  Variable 100% Yes? 

Ireland Variable 90% Yes 

) 

Presenter
Presentation Notes
This picture shows the lending practices in the six selected countries. It makes clear that these practices are much more prudent in the static housing markets than in the dynamic or the speculative housing marketts. Both the dynamic and the speculative housing markets are characteried by variable interest rates (with the exception of the Netherlands), high loan to value ratio’s and sometimes also subprime mortgages. 
All these factors increase the risk of mortgage arrears,  evictions  and negative equity in times of crisis. In other words, they contribute negatively to the crisis resilience of a housing system. 
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Residential loans to GDP ratio 

Source: EMF, Hypostat 2013 

Presenter
Presentation Notes
Of course, if the regulation of the mortgage market is less strict, more and higher mortgages will be taken out. This picture shows that the residential loans to GDP ratio is indeed higher in the dynamic and specualtive housing markets. In the static housing markets of Belgium and Germany, this ratio is rather low and moreover relatively stable. 
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Conclusions 
Impact of the crisis depends on: 
 
1. Mobility on the housing market /attitude towards 

moving 
2. Organization of the housing provision  
3. Organization and regulation of the mortgage market 
4. Spatial planning/supply elasticity 
 
Based on these factors, three types of housing systems 
can be distinguished: 
 
1. Static housing markets (low crisis impact) 
2. Dynamic housing markets (moderate crisis impact) 
3. Speculative housing markets (high crisis impact) 
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Agenda for further research 

• What about the other European countries? How do they 
fit into this tentative typology? 
 

• What about the rental sector? 
 

• To what extent can we lay a relationship with the 
welfare regime state typology?  
 
 

Presenter
Presentation Notes
Extend typology to rental sector?
Correlation static- corporatism
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Thank you 

j.s.c.m.hoekstra@tudelft.nl 
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