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FOCUS • The European real estate market: from recovery to boom

The real estate market is recovering at a good pace in most 
European countries. In the past two years, EU house prices 
have risen by 3.5% year-on-year on average, 1 compared to 
average falls of 1.0% year-on-year between 2011 and 2013. 
Although this increase in prices has been widespread, 
there are significant differences between countries 
regarding the speed at which prices are rising. While the 
increase remains contained in some countries, there has 
been a sharp acceleration in prices in others, which raises 
concerns that some sectors may be overheating. This is the 
case, for example, of Austria, Denmark and Sweden. The 
UK, on the other hand, constitutes a special case. After 
years of strong growth, house prices have started to 
grow at a slower pace (for more details, see the Focus 
«Brexit and the adjustment in the real estate sector:  
a dangerous cocktail» in this Monthly Report).

Europe’s rising house prices are partly due to the 
improved economic situation. EU economic growth has 
become increasingly stronger over the past few years: 
from an average of 0.8% year-on-year between 2011 and 
2014 to 1.9% in 2016. This improved economic outlook, 
together with a good labour market performance,2 have 
led to an increase in household disposable income and 
wealth, thereby pushing up demand for housing. On the 
other hand, the recovery of the real estate sector is also due to 
highly accommodative financial conditions, propitiated by the 
ECB’s monetary policy, with interest rates at an all-time low. 3

Over the coming quarters, both the favourable 
macroeconomic outlook and the low interest rates 
environment will continue to support the recovery of the 

1. In nominal terms.
2. The unemployment rate has fallen from almost 11% in 2013 to 7.7% in 2016.
3. Idiosyncratic factors in some countries (regulations, tax system, etc.) have also played an important role.
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Note: * Denotes the percentage of below-value historical observations in the specified periods. 

Source: CaixaBank Research, based on data from Eurostat and the OECD.

To calculate the percentiles, we used quarterly data dating from 1995 for all countries except 
Austria (2000).

sector and its prices. However, in countries such as Austria, 
Belgium, Denmark and Sweden, this could become a  
cause for concern should this upward trend continues  
or intensifies. In fact, the ratio of house prices to gross 
household income (an indicator of access to housing) 
suggests that, in these countries, prices are already close  
to an all-time high (see the chart) while the level of 
household debt is also relatively high (see the table).

Given that this upward trend in prices could have 
considerable implications for financial and 
macroeconomic stability, there will probably increase the 
pressure to normalise monetary policy and/or implement 
macroprudential tools.

Table of indicators related to the real estate sector
Denmark Sweden Finland UK Germany France Austria Belgium

Sector share

Construction and real estate services (% of GDP) 15.0 14.8 19.6 19.1 15.7 18.5 16.9 14.0

Households

Ratio of debt to gross disposable income (%, 2015) 243.5 156.9 112.6 124.0 82.3 88.3 86.4 101.3

Debt service costs related to gross disposable income (%, 2016) * 16.1 11.1 7.1 9.7 18.7 6.2 – 7.9

Savings rate (%) 11.7 18.5 5.5 5.2 17.3 14.2 13.8 12.2

Banking sector

NPL ratio (% total loans) 2.9 0.8 1.6 1.8 2.4 3.5 4.8 2.9

Leverage ratio 4.3 4.4 6.7 5.1 4.5 4.8 6.2 5.0

Capital (CET1, fully loaded) 16.4 20.9 20.0 14.4 14.2 13.8 13.9 13.1

Mortgages (% of GDP) 104.4 65.8 44.2 64.5 36.3 42.5 28.5 33.0

Mortgages (year-on-year change, %, 2016) 1.2 6.8 2.5 –7.9 3.7 3.5 4.3 8.6

Note: * Costs include repayments of both interest and capital. 
Source: CaixaBank Research, based on data from Eurostat, BIS, EBA and ECB.


