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Introduction and summary
During the fourth quarter of 2008 the situation on the Dutch housing market
deteriorated. Because of the credit crisis, house-buyer confidence is under
pressure. Households are therefore reluctant to undertake the risk of double
house costs. This is reflected in a declining number of transactions, but
stagnation is far from being the case. However, the sales rate has dropped.
House prices are also under pressure, and registered a drop during the fourth
quarter. For the year 2008 as a whole, the average house price amounted to €
243,900. This means that compared to 2007, house prices have remained
virtually unchanged (-0.1%).
In recent months calls have been heard from various quarters for appropriate
policy measures to be taken on behalf of the Dutch housing market. Clearly,
these often well-intentioned calls have not contributed to a restoration of
confidence in the Dutch property market. The fourth quarter of 2008 teaches us
that the housing market will chiefly benefit from calm.
New construction output is currently on target, but the outlook is less promising.
Here too, reduced confidence plays an important role. It has become more
difficult to sell newly completed houses and house-building projects are harder
to finance.
In 2009 we expect to see an improvement in the affordability of purchasing a
house in the Netherlands. The development of house prices combined with lower
short-term mortgage rates are the main reasons for this. The current low level
of interest rates is also a matter of concern. When the economy picks up,
mortgage rates may be much higher in about two years time than is now the
case. This could lead to substantially higher monthly repayments. The risk will
be smaller for a longer fixed-interest term, as incomes will also have more time
to accrue.
The mortgage market has been under pressure for some time, but has by no
means come to a standstill. In all four quarters of 2008, total mortgage output
was between € 20 bn and € 25 bn. A positive development is that the cabinet
has announced a simplification of the mortgage tax relief facility. We expect that
as a result, more households will have recourse to this measure. However, it is
unfortunate that the facility is only available to households with a mortgage
backed by the Home Ownership Guarantee Fund (NHG). As a result, the higher
end of the housing market, where the blows are currently strongest, is not
covered by the provision. A generic measure, as proposed by Rabobank
chairman, Bert Heemskerk, would inspire greater confidence in the market.
Altogether we foresee a limited nominal house price drop of 3½% for 2009. The
more expensive segment of the market will probably be hit hardest. And
downward risks remain for house-buyer sentiment and for market dynamic.
Martijn de Jong-Tennekes
D.M.Jong@rn.rabobank.nl
030 – 216 4490
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Second-hand housing market
Declining trend in house prices
After years of growth, house prices dropped in the fourth quarter of 2008. The
Netherlands Association of Real Estate Brokers (NVM) recently reported that the
median house price was € 233,000. This is € 12,000 less than in the third quarter of 2008 and likewise € 12.000 less than a year earlier. Including figures from
the fourth quarter puts the average house price in 2008 at € 243,900, which is
virtually identical to the average of € 244,100 in 2007. This means that year-onyear, house prices in 2008 have scarcely changed (-0.1%).
In line with other periods in the past, the price development in the more expensive segment of the property market is currently more volatile than in the lower
price brackets. An important difference, however, is that in the past there were
extra strong price hikes in the dearer segment during an economic upswing,
whereas currently we are seeing sharper price drops and a more than relative
drop in the number of transactions. A positive outcome of this development for
some is that trading up the property ladder from a mid-placed rung is now
easier than it was a few months ago. Importantly therefore, the price drop of
the fourth quarter may contribute in a positive way to the creation of some
dynamic in the housing market.
House price development in the fourth quarter of 2008 was a good deal more
negative than we had predicted in the previous Housing Market Quarterly. This
was not without reason. In October the home owners’ association VEH (Vereniging Eigen Huis) called on the government to reduce stamp duty (tax) by half
from 6% to 3% and to raise the NHG threshold from € 265,000 to € 350,000.
The first of these demands in particular will have encouraged potential housebuyers to postpone their purchase, all the more because the then housing minister, Ella Vogelaar announced her intention to produce a plan of action for the
housing market. Her departure was announced just a few weeks later. The new
minister, Eberhard van der Laan, announced shortly after he took over that no
measures would now be taken concerning the Dutch property market. In
response to this development, an urgent letter was sent to the government by
stakeholders in the market, including the housebuilders’ association Bouwend
Nederland, tenants’ association Woonbond, project developer associations,
NEPROM and NVB-Bouw, home-owners’ association VEH, housing corporation
association Aedes, real-estate stakeholders Vastgoed Belang, IVBN, NVM and
the municipalities of Amsterdam, Rotterdam and Utrecht. According to the
lobbyists, it is imperative that the cabinet should adopt a proactive policy, with
clear incentives to restore investment in the sector so hard hit by the credit
crisis.
It is clear that all these political developments, how well intentioned they may
be, have not made a positive contribution to restoring confidence in the Dutch
housing market. Added to this is the fact that few positive expectations have
been voiced about the price development of Dutch houses. At times, the sources
of information did not fully justify the approach taken. As a result of these
developments, the current price expectation deviates from what we predicted in
the previous Quarterly.
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Neither have the early months of 2009 been uneventful. Housing Minister Van
der Laan has expanded the financial scope of housing corporations, by
increasing the social housing guarantee fund. This now means that housing
corporations may take over (elements of) building projects from commercial
parties and rent them out. We will explore this proposal elsewhere in this
Quarterly Report. The VEH has also made new proposals: this time to promote
temporary letting of houses that are for sale. We can see from the events of the
fourth quarter of 2008 that the housing market would benefit chiefly from calm.
These calls for significant changes make buyers insecure and inclined to wait and
see. Well-intentioned appeals to the cabinet may possibly contribute negatively
to the deterioration in sentiment on the housing market.
NVM price report compared to CBS/Land Registry
The median house price published by the NVM is generally a good indicator of
the direction house prices are taking. This is especially the case during periods
when the distribution of housing transactions is fairly constant. This means that
over time there is little variation in the distribution of house sales over the
different price brackets. Currently, this is not the case. The more expensive
segment is being hit harder than the cheaper end of the market, and
comparatively fewer upmarket houses are being sold. The middle measurement
(= median) therefore shifts to the cheaper end. This phenomenon becomes
apparent when the median house price reported by the NVM is compared to the
price index of second-hand houses on the market published by the CBS/Land
Registry (figure 1). This second series corrects for differences in price bracket
and relates the transaction price to the average property valuation for tax
purposes (WOZ) of a house. In the case of the NVM figures the outliers are
greater, which is probably caused by temporary distributional differences in
housing transactions. This means that the median house price gives a too
negative picture of the current price development on the Dutch housing market.

Figure 1: House price development by percentage
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Fewer transactions, but no question of a standstill!
As a rule, the highest number of housing transactions every year takes place in
the fourth quarter (figure 3). However, in 2008 this was not the case, although
the market has certainly not ground to a halt,
as some have claimed (figure 4). In the fourth

Figure 3: Drop in number of transactions Q4
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December would be difficult to explain.
The supply of houses for sale has been rising
for some time. In the fourth quarter of last year, there was an increase of 13%
to 111,100 housing units. Owing to the increased supply and the lower
transaction number, the sales rate (= transactions / housing supply) has
dropped from 22.6% to 17.4%. Although detached houses are always slower to
sell than other house types, the sales rate for these houses is only 9.3%.
Forced sales currently stable but expected to rise
Despite the credit crisis, the number of forced sales has so far remained stable
at some 2000 transactions (figure 5). However, we envisage an increase in this
number during the course of this year. This will be the result of rising
unemployment, which is followed with a lag by a rise in the number of
repossessions.
Figure 4: Fewer transactions, but no standstill
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New construction output at its peak
The production of newly completed houses is currently at a favourable level in
the Netherlands. 12-month production stands at 83,104 housing units (October
2008), which is well above the annual target of 80,000 (figure 6). Whether this
rate will be achieved for the entire year of 2008 depends on the usually strong
final months of the year. For instance, in 2007, 39.5% of annual output was
realised in the final two months of the year. If we look only at the output of
2008, we see that after 10 months, 51,432 houses were completed: 2,911 more
than at the same time a year earlier (+6%).
However, the outlook is a lot less rosy. This is not because of a drop in the
number of building permits, which in fact is currently stable (figure 7). The
number of housing completions will drop in the foreseeable future, and may
even be declining already. After all, the most recent data are from October 2008.
The main reason for the downturn in housing output is the lack of confidence
among house seekers. Consequently, new housing projects are harder to shift,
and it is questionable whether the permits granted will actually translate into
housing starts. This lack of confidence also puts the financing of projects under
pressure. If the current situation prevails for any length of time, the familiar
shortages will return to the housing market.
In response to these developments, Housing Minster van der Laan increased the
social housing guarantee fund. This expands the financial scope of housing
corporations, permitting them to take over (elements of) building projects from
commercial parties and rent them out. Whether this measure will prove effective
remains to be seen in the coming months. The question is chiefly whether the
parties in question are willing to do a deal. After all, it is questionable whether
the houses built by developers will match the target group of housing
corporations.

Figure 6: Construction output holding up
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Mortgage rates past their peak
Mortgage interest rates appear to have peaked during the last quarter of last
year (figure 8) and have adopted a downward trend. Interest rates on both
money markets and capital markets have declined at a heady pace in recent
months. During the first half of 2009, we envisage further downward pressure
on market interest rates. In the wake of the sharp drop in interest rates in the
market, we expect mortgage rates to drop further in the coming months.
Sharp drop in money market interest rates
Interbank interest rates have declined rapidly since peaking in October 2008
(figure 9). The main reason for this is the sharp cut in the policy rate
implemented by the European Central Bank (ECB). In the space of a little over
three months, the minimum bid rate was reduced from 4.25% to 2%. Thanks to
its expansive monetary policy, the ECB has even pushed the one-month rate to
below this 2% level. Furthermore, the average money market risk premium has
decreased since early December. Although this is a good sign as such, there is as
yet no question of recovery in the interbank money market. Banks remain
reluctant to lend money to each other without collateral, and they prefer to avail
of the facilities of the central bank.
The Eurozone economy has slowed significantly during the course of 2008, and
most member states will be in recession this year. The sharp drop in oil prices
has contributed to a rapid fall in inflation, a trend which will continue for the
coming period. Consequently, there will be sufficient reason and scope for the
ECB to further reduce its policy rate to at least 1.5% and possibly even to as low
as 1%. Likewise, the interbank rate will drop further somewhat. We expect that
the variable mortgage rate will follow the interbank rate at some distance, and
later in the year may come close to 3%.

Figure 8: Mortgage rates peak

Figure 9: ECB pushes interbank rate down
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Capital market rates hitting the floor
The declining policy interest rate and falling inflation, coupled with poor
economic prospects and an influx of investors to the safe havens of government
bonds have resulted in a decline in long-term
interest rates since the summer of 2008. In

Figure 10: Sharp decline in capital market rates
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and five-year maturity has fallen sharply
(figure 10). But even the 10-year swap rate

combined with the expectation of a cut in the
policy rate will put further downward pressure
on capital market rates. In the somewhat
longer term, however, the current low level of
interest rates is not sustainable. Although
government bonds remain popular at the
moment, a departure from the current risk
aversion among investors will lead, later this

year, to a rise in risk-free interest rates. This upward pressure on capital market
rates will be reinforced by the large increase in the supply of government bonds,
which is the result of large-scale intervention by governments throughout the
world. Within Europe, it is already apparent that investors are demanding high
yields on government bonds from countries with the most vulnerable public
finances. During the course of the year, this will also apply to the yet popular
German treasury paper. This will push the European swap rate upwards. These
mechanisms will create a floor for capital market rates, which will be reached
during the course of this year. Towards the end of 2009 we expect long term
interest rates to resume a more upward trend.
In the wake of the turbulent market events of recent months, the spread
between the swap interest rate and mortgage rates of comparable duration has
increased. Swap rates currently do not accurately reflect banks’ financing costs,
which have been pushed up by soaring risk premiums. As a result, mortgage
rates for contracts with a longer fixed interest period will drop less rapidly than
the risk-free capital market interest rates (of which the swap rate is an
example). Furthermore, changes to interest rate percentages are always passed
on with a lag. For loans with a longer fixed interest period, the average swap
rate of the previous three months provides the best prediction for mortgage
rates in the current month. Altogether, we expect that mortgage rates for fixed
interest loans of between 5 and 10 years will drop gradually during the coming
months, to below 5%.
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Affordability much improved
The Rabobank affordability index is a measure of the affordability of purchasing
an average house for a household with an average income in the Netherlands. A
distinction is made between affordability for first-time buyers (110% financing)
and those who want to trade up (70% financing). If the affordability index is
100, this means that for an average household income and an average priced
house, the gross monthly burden is 30% of gross income. If the affordability
index exceeds 100, then the gross monthly burden is less than 30% of gross
income, and vice versa
Since our previous Housing Market Quarterly, the affordability of purchasing a
house has much improved (figure 11). An important reason for this is the
current lower average house price. Moreover, mortgage rates have dropped,
particularly the short-term rate. The influence of ECB rate cuts is greater in this
market segment than for longer maturities, while the effect of risk premiums is
higher. Moreover, we envisage a further rise in gross incomes of some 3%. Many
of the collective labour agreements that were concluded during 2008 were
effectuated at the start of the new year. Consequently many workers saw a rise
in income in January. This is good news for the affordability index, since the
code of conduct on mortgage financing bases the maximum mortgage sum on
gross household income. Accordingly, the maximum mortgage sum has risen
(figure 12).
First time buyers in particular will benefit from improved affordability. This group
often has little or no equity to put towards financing a house. Furthermore, a top
mortgage is often more expensive on account of risk premiums. For the time
being it would appear that the toughest period is behind us in this respect. The
main concern is the current low level of short fixed-interest mortgage rates.
When the economy recovers, mortgage rates may be considerably higher than
now in about two years time. When the fixed-interest period expires, households
may then be confronted with (substantially) higher monthly repayments. Where
longer fixed-interest terms are opted for, there is more time for income to
accrue, making it easier to cater for a possibly higher mortgage burden.

Figure 11: Rabobank-affordability index
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Fewer mortgages issued
Mortgage output has been under pressure for some time, but has by no means
come to a standstill. In 2008 a total of 373,912 mortgages were issued.
Compared to 2007 this represents a drop of 17.3%. As we reported in previous
quarters, the number of remortgagings is
falling faster than the number of newly issued

Figure 13: Mortgage output under pressure
650

x 1000

x 1000

based on 12-months totals

mortgage loans (figure 13). In terms of
500

mortgage amounts too, total production is

600

450

declining. Nonetheless, substantial mortgage

550

400

sums are being lent: in all four quarters of

500

350

2008 between € 20 bn and € 25 bn (figure

450

300

14). While this is down on recent years, it is

400

250

more than, for instance, during the period of

350

200

strong price growth around the turn of the

300

150

century. The differences between figures 13

97

98

99

total (lhs)

00

01

02

03

04

05

new (rhs)

06

07

08

refinancing (rhs)

and 14 can be explained by the rise in the size
of the average mortgage sum per loan issued.

Source: Land Registry, Rabobank

Despite the decline in mortgage output, net
mortgages outstanding increased in the fourth

quarter of 2008 by € 12 bn to a total of € 582 bn (figure 15).
A positive development can be seen in the government’s proposed simplification
of the tax relief on mortgages. This facility can be used to help households, who
through no fault of their own, fall into repayment difficulties, by temporarily
assuming (part of) their interest and mortgage repayment obligations. Without
the proposed modification, the red tape associated with this facility meant that it
was scarcely ever used. Unfortunately, the measure is only available to
households with a NHG-backed mortgage. The more expensive segment of the
market, which currently is hit hardest, will be unable to benefit from the changes
to the measure. A generic measure for all Dutch households, as proposed by
Rabobank Chairman, Bert Heemskerk, would generate greater confidence.

Figure 14: Further drop in mortgage output
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Figure 15: Net mortgage debt rises further
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Regional differences in development policy
Regional differences in the supply of new houses can partly be attributed to
differences in demand. And developers prefer to build in places where they can
expect high returns. At the same time, through its spatial development policy,
the government tries to exert some influence on where the supply of new
housing is to be built. To what extent has the
government achieved its aim?
Table 1: Spatial development in NL 1950-2007

Population per unity of land
Houses per unity of land
Labour force per unity of land
GDP per unity of land
% Nature

1950

1980

2000

2007

2,82

3,78

3,82

3,94

0,63
1,30
1,60
1,69
1,06
1,39
1,57
1,63
2,38 43,74 100,65 136,55
14,5% 12,1% 11,6%
?

Space in increasingly short supply
Space is at a premium in the Netherlands. The
rapid growth of population, mobility and
business activity of recent decades has given
rise to a conflict of interests between various
space-demanding functions (table 1).

Source: CBS, data processing Rabobank

Sufficient space for living, working and
recreation is important for the national sense
of affluence and wellbeing. For this reason, the
government does not want to leave the
question of space allocation for the various
uses to the workings of the free market.
Since the 1950s spatial policy has been part of
government. From the onset, this spatial policy has had two conflicting aims, as
has been outlined by KEO consultants1. On the one hand, policy has to create
sufficient scope for various forms of spatial use; on the other hand, it has to
protect the green belt from encroaching urban sprawl.
The trajectory of housing density – the number of homes per unity of land shows that urban sprawl has rapidly increased in recent decades.
While the Randstad urban belt was clearly visible in 1972 (figure 16), in 2007 we
________________________________________________________________________
1
Oevering, F.J. (2005), Themabericht 2005/07; Ruimtelijk beleid als kader voor de Nota
Ruimte. [Spatial policy as a framework for the Spatial Planning Bill]

Figure 16: Housing density, 1972

Figure 17: Housing density, 2007
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see a central urban belt which includes the cities of the provinces of Gelderland
(centre) and Noord Brabant (south) as well as the main Randstad cities. Is this
expansion the result of dedicated policy, or can we speak of market forces?
Objectives of spatial policy vary over time
The objectives of spatial policy have varied throughout the course of time. The
main aim of the first Spatial Planning Bill (1960) was to stimulate economic
growth in the north and east of the Netherlands. Employment in the agricultural
sector there had fallen rapidly, leading to a steadily rising migratory flow to the
urban west of the country since the 1950s. By stimulating economic growth and
the housing market in the north and east, it was hoped that the process of
central urbanisation could be stemmed.
This first bill outlined a growth model for the Randstad urban belt, based on the
existing ring of separate cities around an open green centre area. The four
major cities were not to be allowed to get too big or to merge together. The
Green Heart was to be preserved from urban sprawl, in view of its importance
for food production and for recreational opportunities for the millions of
Randstad inhabitants.
Effects of the first Bill still visible in regional housing market
development
The effects of the newly adopted policy were not, of course, immediately visible.
With an average planning and zoning lag of 10-15 years, the effects of the first
Bill were not measurable until the 1970s2. In contrast to the trajectory of the
housing supply in the 1960s (figure 19), we see increasing new construction in
________________________________________________________________
2

Figures 4 to 9 show new housing construction in the various decades. The indices in the
maps are the result of the following formula: (percentage of new houses in municipality X/
the total number of new houses in NL) / (the housing supply in municipality X / total
housing supply in NL) * 100. The result indicates per municipality whether a relatively
large number of houses were built in a particular decade or not.

Figure 18: Housing stock development, ’72-‘07
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Figure 19: Housing market development, 1960s
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the peripheral areas of the Netherlands in the 1970s (figure 20). Relatively
speaking, these new completions have grown particularly strongly in the tip of
Noord-Holland, as well as the provinces of Zeeland and Flevoland. This is in line
with the economic decentralisation policy of the first bill. On the other hand,
there was only limited success for the aim of preserving the Green Heart from
urban sprawl. As was the case in the 1960s, a relatively large amount of
construction was completed here.
Second Bill: preparing for a population of 20 million
With the Second Spatial Planning Bill (1966), spatial decentralisation policy
acquired a more negative character. Instead of stimulating economic growth in
peripheral areas, socio-economic development in the west of the country was
discouraged. This was partly because demographic forecasts conducted in the
late 1960s predicted a population of some 20 million in the Netherlands by the
turn of the century. Policy makers feared that the Randstad urban belt would
expand further and ultimately merge to become an unmanageable sprawling city
with large slums.3 In order to guard against this spectre becoming reality,
additional taxes were levied on investments in the allegedly overcrowded west of
the country.
With regard to housing, a policy of concentrated development was put in place.
This meant that growth centres were identified at some distance from the urban
belt, where large quantities of house-building were permitted in concentrated
pockets. Examples of these growth pockets are the cities of Almere, Lelystad,
Houten, Purmerend, Zoetermeer, Duiven and Helmond. We can see the results of
this policy clearly in figure 21. Furthermore, in the 1980s relatively little
development took place in the greenbelt areas, so that it can be said that in this
period, spatial planning won the battle with market forces.
________________________________________________________________________
3
Informatie- en Kenniscentrum Ruimtelijke Ordening (2008), Geschiedenis Ruimtelijke
Ordening. [History of Spatial Planning]

Figure 20: Housing market development, 1970s

Figure 21: Housing market development, 1980s
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Third bill reinforces the growth centre policy
Thanks to increasing use of motorcars and the development of the growth
centres, the process of suburbanisation accelerated rapidly.4 Many people
swapped their city centre home for a newly built house in the suburbs. The third
spatial planning bill, which took effect in stages between 1973 and 1983 was
intended to guide this trend in a controlled way. The growth centre policy was
supported by subsidies for land costs and infrastructure.
Fourth bill: strengthening the urban base
Influenced by the economic crisis in the early 1980s, the development of
economic centres (Schiphol, Rotterdam port and hinterland connections) was
stimulated again. The fourth Spatial Planning Bill (1988) aimed at extending the
economic Randstad centre to the cities of Noord-Brabant and central Gelderland
as well as concentrated development of urban intersections elsewhere in the
country, to form centres for regional economic development.
In order to strengthen the economic potential of the cities, urban centres were
made more attractive, and residential accommodation in so-called VINEX
districts was developed on the outskirts of city centres, in order to house the
burgeoning population. VINEX stands for ‘fourth spatial planning bill extra’
(1994) and contained policy spearheads for the new housing development from
then on.
The effects of the fourth spatial planning bill are clearly visible in figure 23. The
housing supply increased rapidly in and around the cities. It is also clear that
there was renewed attention for spatial quality of areas. Less development took
place in greenbelt regions, than was the case in previous decades.
_________________________________________________________________________________
4

A migration flow, with people moving from the city and settling in smaller towns and
villages in the nearby countryside. Suburbanisation increased rapidly with the growth of
affluence and greater motorcar use.

Figure 22: Housing market development, 1990s

Figure 23: Housing market development, 20002007

Construction output

Construction output

1990s (NL=100)

2000s (NL=100)

> 140
120 - 140
100 - 120
80 - 100
< 80

> 140
120 - 140
100 - 120
80 - 100
< 80

Germany

Belgium

Source: ABF Research, data processing Rabobank

February 2009

Germany

Belgium

Source: ABF Research, data processing Rabobank

Rabobank Economic Research Department

15

Dutch Housing Market Quarterly
Conclusion
The question of whether the housing market can be moderated cannot be
answered with any certainty. On the one hand, figures 19 to 23 clearly show the
effect of government intervention. On the other hand it can be said that spatial
planning policy was often developed in response to societal trends. In the 1960s
the trend was urbanisation; in the 1970s and 80s it was suburbanisation. And in
the 1990s there was a growing awareness of environmental concerns, with
policy opting for a ‘compact town approach’. It would appear therefore, that
spatial planning policy has the effect of correcting development rather than
steering it.
Remarkably, the main objectives of spatial planning policy have changed little in
the past decades. The Planning Bill of 2004 has attempted to address the dual
requirements of different forms of spatial use and the need to protect green
space against urban sprawl. In the next ten years priority will be given to the
second aim, viz., the containment of urbanisation; and the distinction between
town and country will be sharpened (figure 24). Relatively speaking, most
housing development will take place in the province of Flevoland and around the
cities of Amsterdam and Utrecht, as well as in the northern fringes of Rotterdam.
An interesting exception to this concentration is found in the province of NoordHolland, north of the North Sea Canal. Here it appears that suburbanisation will
continue, while being opposed elsewhere.

Figure 24: Forecast of housing market development between 2010 and 2020
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The social housing stock in 2007
Social housing accounts for a large share of the total Dutch housing stock (figure
25). Almost three quarters of all rented housing is the property of social lessors
– the housing corporations. The remaining rental properties are in the hands of
private parties or institutional investors. The market sectors are not separated,
since tenants sometimes change market segment when they move house.
Developments on the social rental market can therefore affect demand for and
prices on both the rental and non-rental private sector. Hence this report, which
is based on the most recent data from the Central Public Housing Fund (CFV)
regarding developments on the social housing market in 2007.
The primary task of housing corporations is to ensure that there is sufficient
affordable housing for lower income groups. Initially housing corporations were
governed by the state. However, since their separation from the state in the
mid-1990s, the housing corporations themselves assume responsibility for their
financial balance sheet. CFV, part of the Ministry of Housing, Spatial Planning
and the Environment (VROM) supervises the activities of the 455 housing
corporations, and reports annually on the forecasting data and audit figures it
receives.
Shrinking social housing sector
By European standards, the Netherlands has a very comprehensive social
housing sector. Since the Second World War, new housing output has been
driven upwards via state subsidies to local governments and housing
corporations. Occupants of social housing have consequently acquired a
substantial share of the housing market. Almost 33% of the total Dutch housing
stock consists of social rented housing. In France and Germany, by comparison,
the share of social housing accounts for only around 10% and 16% respectively
(figure 26).
The share of social housing in the Netherlands has, however, declined in recent
years. Development has chiefly taken place in the private sector, and, in
addition, more houses have been withdrawn from the public sector than the
number added.

Figure 25: Dutch housing stock (2007)

Figure 26: Distribution of housing stock(20012002)
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Between 2003 and 2007, social housing stock declined by 52,600 units to 2.4
million homes by the end of 2007 (figure 27). In this period, 80,900 rental
houses were sold to owner occupiers or investors, and 76,500 rental units were
demolished. At the same time, only 33,200
homes were purchased for the social sector
Figure 27: Housing stock changes 2003-2007
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The decline in the share of social housing vis à
vis total housing stock in 2007 was particularly
marked in Amsterdam (-8.5%), Rotterdam (10.3%) and Utrecht (-7.1%). Nonetheless,
both Amsterdam and Rotterdam still have a
high market share of social housing at around
50% of the total (figure 28).

New construction of social housing levels off
Although the number of new houses constructed on behalf of housing corporations has increased since 2003, growth in this area is levelling off. In 2007,
housing corporations commissioned the construction of over 25,000 rental
houses and some 9,500 houses for the non-rental market (figure 29). It is chiefly the large corporations, operating in the major cities, that build for the nonrental market. This takes place mainly within the framework of restructuring and
differentiation of new housing supply. Nearly 66% of new completions realised
by the corporations had a price tag of under € 200,000. In this way, the housing
corporations contribute to an expansion of the supply of non-rental housing at
the cheaper end of the market. By comparison, the average purchase price for a
house in the second-hand housing market in 2007 was some € 244,000.

Figure 28: Share of social rental housing in total
stock 2007

Figure 29: New completions rental and non-rental
by corporations 2003-2007
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Less sale and demolition of rental housing
Housing corporations generate income for the purpose of new construction and
re-investment in their portfolio, by selling existing rental properties to sitting
tenants or new buyers. In 2007 only 14,300 rental properties were sold to
occupants. This is over 1,500 fewer than in 2006. In particular, large
restructuring corporations, that operate chiefly in the major cities, accounted for
a major share of the sales. The houses sold in 2007 had an average price of
almost € 147,000. As is the case with newly built houses, second-hand
corporation houses are in the lower market segment, popular among first-time
buyers.
In a more general sense, restructuring often results in demolition – mainly of
cheap rental properties. In 2007 15,900 housing units were demolished – 800
fewer than in 2006.
Social rental housing stock rejuvenated and more expensive
Thanks to new construction and demolition, the social rental housing stock has
become rejuvenated in recent years. This is reflected in a rise in the average
number of housing evaluation points (wws points) awarded. In 2007 a
corporation home had an average of 129.1 points. This corresponds to a
maximum reasonable monthly rent of about € 611. However, the average rental
price in 2007 was far lower, at € 392 per month (figure 30). In non-urbanised
areas, monthly rents are higher on average than in urban areas, although the
difference is slight (€ 395, compared to € 390). The differences between regions
are greater. In the most expensive region, Noord-Kennemerland, the average
monthly corporation rent in 2007 was € 426 (+8.7% above average), whereas in
the cheapest region, Groningen, the average was € 343 (12.5% below average).
The maximum reasonable rent based on the wws points system is rarely fully
passed on to the tenant. In 2007 an average of 70.6% of the maximum
permitted rent was charged by corporations (figure 31). Depending on the
degree of pressure in the market, this flexibility in pricing is availed of, varying
from 61.1% in Drenthe to 77.1% in Amsterdam.

Figure 30: Average monthly rent (cheapest and
dearest regions)

Figure 31: Deviation from maximum permitted
rent (cheapest and dearest regions)

Noord-Kennemerland

Amsterdam

Flevoland

s-Gravenhage

Oost-Utrecht

Amstelland/Meerlanden

Zaanstreek/Waterland

Rijnmond

Kop Noord-Holland/West-Friesland

Het Gooi

NEDERLAND

NEDERLAND

Heuvelland Zuid-Limburg

Zuidoost- en Zuidwest-Drenthe

Zuid-Zeeland

Almelo

Noord-Friesland/Waddeneilanden

Betuwe

Noord- en Midden-Drenthe

Helmond e.o.

Stad Groningen

Noord- en Midden-Drenthe

€-

€ 100

€ 200

€ 300

Source: CFV

€ 400

€ 500

0%

20%

40%

60%

80%

100%

Source: CFV

February 2009

Rabobank Economic Research Department

19

Dutch Housing Market Quarterly
Corporations are permitted to increase the rent when a new lease contract is
concluded (rent harmonisation). This is dealt with differently by the various
corporations. However, the CFV analysis shows little association between the
degree of rent harmonisation and pressure on
the market. By contrast, in the liberalised
Figure 32: Turnover rates 2003-2007
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within the social housing stock will only
gradually become apparent. This is because
there is only a 10% annual turnover of tenants
in social housing.
When the average property valuation for tax purposes (WOZ) of corporation
houses is compared to the national averages, it appears that the quality of the
corporation houses is lower. On the survey date 1 January 2007, the average
WOZ valuation of Dutch corporation houses was € 150,000. This is two-thirds of
the national average (€ 234,000). This of course makes sense, as most social
rental houses offer basic quality, but not luxury.
Fewer people moving house
In 2007 fewer people moved out of or within the social housing stock. The
turnover rate was 8.8% compared to 9.0% in 2006 (figure 32). The removal
rate was the same for non-urbanised areas as for built up areas (8.8%). The
turnover rate was lowest in the so-called G4 (8.2%), which can be explained by
the long waiting lists in those cities (Amsterdam, Rotterdam, The Hague and
Utrecht). By contrast there was a turnover rate of over 10% in the provinces of
Friesland, Zeeland, parts of Drenthe, Hengelo/Enschede, Nijmegen and Flevoland 10%. Here there is less tightness on the market for cheaper housing and
there is also more leeway in moving house within the social sector. The nonrental sector is also less tight in these regions.
Few unoccupied houses
Only 1.2% of corporation housing on average remained vacant in 2007. In the
main cities, two-thirds of vacancies can be attributed to large renewal and
restructuring projects. In the more peripheral areas, however, (Zuid-Zeeland,
Eastern Zuid-Limburg, Western Mijnstreek) the vacancy rate can be attributed to
greater supply, although the percentage is still low.
These areas have also seen a drop in their population in recent years.

February 2009

Rabobank Economic Research Department

20

Dutch Housing Market Quarterly
Small expensive rental segment
The share of more expensive rental homes has increased in recent years from
5% in 2003 to 6% in 2007. This means that 94% of corporation homes match
the price bracket of the target group. However, there are large regional
differences in this picture. In parts of the Randstad area, the share of more
expensive houses rises to almost 20%. These are the more expensive areas in
the housing market, and the more expensive rental sector is mainly a market of
private and institutional investors.
Expectation for 2008 and 2009
The effect of the financial crisis on the non-rental housing market has led to a
drop in the number of house sales and lower price growth than in recent years.
This has impacted the rental market by pushing up demand. Tenants do not
incur the risk that the value of their home might drop, and any double housing
costs are limited to the notice period of the lease contract. These factors have
assumed greater importance in the current economic climate than otherwise,
given the expectation of a sharp drop in house values and an increase in the
number of houses for sale. We therefore anticipate continued strong demand for
rental accommodation, in particular in the social sector, for 2009.
It appears likely that people will increasingly postpone a move from the social
housing rental sector to a non-rental or more expensive rented house. This will
impact negatively on turnover in social rental housing. We expect this to
translate into slow turnover figures for 2008 and 2009. The more expensive
regions in the country will be most affected. On account of the large differences
in housing costs, it is already difficult to make the step from low-cost renting to
an owner-occupier house in these regions. The expected improved affordability
of purchasing a house in 2009 will do little to change this scenario.
In all probability, the housing corporations will realise fewer sales from the social
housing stock in 2008 and 2009. After all, in economically uncertain times, large
purchases, such as buying a house, tend to be put off. Yet, the low level of
prices in the housing supply of corporations is very advantageous. For this price
bracket, the price prognosis for the coming years remains the most positive.
On account of current market circumstances, we expect that fewer people will
move house from the social or private rental market to the non-rental market.
Consequently, the already limited pressure from the rental market on the nonrental market will decline somewhat in 2009. At the same time, however, new
housing completions will be lower in 2009 than last year, both in the rental and
non-rental sectors.
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Outlook
The credit crisis has caused the situation on the Dutch non-rental housing
market to deteriorate. House buyer confidence is under pressure. Households
are reluctant to run the risk of double housing costs, which has reduced the
number of house sales. This has had a negative effect on movement along the
property ladder. Figures from the fourth quarter of 2008 show that price
development is also affected. The mechanism is straightforward: people who
don’t have to sell are taking their time, and those who do have to sell are
lowering their price.
The entire economy of the Netherlands is being affected by the credit crisis.
Exceptionally, we adjusted our expectations downwards in January on an interim
basis. (Themabericht ‘2009/04: Unavoidable adjustment of expectations’). It
appears inevitable that the economy will shrink. Realistically, it is likely to shrink
between 1% and 2%. The deteriorating international situation and negative
fallout from 2008 are largely to blame. There will be a negative impact on
international trade, and on the companies that depend on it. Other companies
will be hit as well, pushing unemployment up this year. This outlook creates
uncertainty among workers, which translates into low consumer confidence, and
limited readiness to purchase expensive durable goods, including houses.
Despite the above-stated developments, the fundamentals underlying the Dutch
housing and mortgage market remain strong. The shortage on the Dutch
housing market remains in place, and will continue for the coming years. Many
house-building projects are currently being shelved or even cancelled. For the
longer term, this will drive up prices. Another strength lies in the fact that Dutch
households generally hold relatively long-term fixed mortgages. Accordingly,
large-scale financial problems in the short term are not expected, all the more
because short-term fixed interest mortgage rates have been dropping for some
time.
One positive effect of the lower house prices and recent interest rate
developments is that the affordability of Dutch houses will improve this year.
This is good news for first-time buyers. Furthermore, the more expensive end of
the market is being hit harder than other segments, which means that this may
be a good time for some to trade up.
On the basis of the above developments, we foresee a limited nominal drop in
house prices of 3½% for 2009. The effect will be greatest in the more expensive
segment. Furthermore, there are downward risks for house buyer sentiment and
market dynamic.
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