1. IMF’S LATEST HOUSING MARKET ASSESSMENTS


Australia (Article IV): “By some metrics, housing market conditions have cooled and credit growth
to households has slowed, but risks related to house price and debt levels have not yet decreased”,
according to IMF’s report on Australia.



Austria (Article IV): “House price growth has been strong in recent years by international
comparisons. The cumulative increase in the house price index over 2007–2015 was nearly 40 percent. To
a large extent, this increase was driven by price dynamics in Vienna. The OeNB residential price index
indicator, which assesses whether prices move in line with fundamental factors, points to an overvaluation
of property prices of about 22 percent for Vienna, while prices in the rest of the country appear broadly in
line with fundamentals”, says IMF report on Austria.



Ireland (Post-Program Monitoring Discussions): “Property market conditions tightened further,
mainly due to a limited supply response”, says IMF’s report on Ireland.



Macao SAR (Article IV): “Risks in the housing market appear broadly contained”, according to
IMF’s report on Macao SAR.



Malta (Article IV): “The data do not appear to point to a house price misalignment at present, yet a
combination of demand and supply factors are likely to exert sustained pressures on house prices
going forward. Moreover, elevated households’ indebtedness, combined with high and increasing bank
exposure to property market, pose vulnerabilities to a potential negative house price shock”, says IMF’s
report on Malta.



Morocco (Article IV): “Mortgage lending remains moderate (about 5 percent y-o-y) and there is no
indication of a housing price bubble”, says IMF’s new report on Morocco.



Spain (Article IV): “(…) the housing market just started to recover”, notes the IMF’s latest report on
Spain.



Turkey (Article IV): “Turkish house prices have been markedly increasing for several years. (…)
Demographic and socio-economic factors underpin the strong demand for housing. (…) Special sales
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campaigns and government stimulus have buoyed house sales since July 2016”, according an IMF report
on Turkey. See a separate IMF report on Understanding Turkish Residential Real Estate Dynamics.
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2. HOUSING MARKET IN AFRICA: WHAT WE DO AND DON’T KNOW
Kecia Rust is the Executive Director and founder of the Centre for Affordable Housing Finance in Africa
(CAHF). In this issue of the Global Housing Watch newsletter, Rust talks about how CAHF is tracking the
housing market in Africa, the “Big Mac Index” for housing, why housing finance remains elusive, why housing
matters to all stakeholders, and more.

CAHF Team
From left to right: Kecia Rust, Kudakwashe Mativenga, Miriam Maina, Adelaide Steedley, Samuel Suttner, Sireena Ramparsad,
Kgomotso Tolamo, Aqua Suliali, Noluthando Ntshanga, Joseph Tembe, and Alfred Namponya.

Hites Ahir: How do you track the housing market in African countries?

Kecia Rust: Historically, not many people have looked at housing market activity in African countries. Policy
makers have seen housing as a social good that satisfied a right to shelter, while the private sector had very little
involvement in housing markets as the majority of even high income households built their homes
themselves. Trading activity simply was not monitored.
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With the development of land titling systems and mortgage markets in many countries, and increased
investment attention on residential property, however, this is changing, and there are a number of agencies that
highlight residential property dynamics in their respective countries.

The focus of most of these efforts, however, is on higher value, and luxury property markets. While this is
certainly of interest to investors and participants in those markets, it overlooks the potential and dynamics of the
much larger market of middle class and emerging middle class households who are also beginning to express a
demand for housing. The key challenge in this market segment, of course, is affordability.

For the past six years, CAHF has conducted an annual survey of local, in-country experts, to get an indication of
the state of housing markets and housing affordability. We have asked them to define, from their professional
perspectives, the price of the cheapest newly built house, built in the past year by a private developer. We also
ask for the size of that house. The data does not indicate the cheapest house that can be built, but rather the
cheapest house that is being built. This distinction is important: developers choose their markets based on a
variety of factors including their sense of local affordability (a function not only of income but also the
availability of end user finance), access to materials and construction finance, and their sense of local
expectations.
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Price of the cheapest, newly built house by a formal developer in 2015 (US$)
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Figure 1: Price of the cheapest, newly built house by a formal developer: 2015 and 2016
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Hites Ahir: What do current house prices tell us?

Kecia Rust: We can see a wide variation in the prices of the cheapest, developer-built houses. Of course, these
are not equivalent structures. The US$200,000 house in Angola is about 100 square meters, whereas the
US$10,000 Nigerian house is about 25 square meters.

But size doesn’t necessarily correlate with price. In Uganda, a 120 square meter house is recorded as costing
US$30,000, while in Cameroon, a 200 square meter house was delivered and sold for about US$20,000. Our
method clearly wasn’t comparing apples with apples, and local variation is invisible.

For this reason, we’ve tried a new methodology to track housing prices, by building something like a “Big Mac
Index” for housing. Working with the Affordable Housing Institute, we designed a typical entry-level house: 46
square meters with a 9 square meter verandah, on a 120 square meter plot of land, in a 20-unit development. We
prepared a Bill of Quantities down to brick level - with over 400 cost components - and sent this to Quantity
Surveyors in 15 countries. We asked the Quantity Surveyors to prepare a quotation for this spec in the capital
city, and another major city in the country. Then we checked the data, going back and forth with the Quantity
Surveyors and thinking about local construction sector dynamics in the different countries. The data is about to
be released, but we have some preliminary findings we can share.

We found that the price of this standard house ranged from just under US$30,000 in Dar es Salaam, Tanzania, to
just over US$60,000 in Nairobi, Kenya. Significant variation was found in construction costs - the highest being
in Kolwezi, Democratic Republic of Congo; as well as in infrastructure costs, which are particularly elevated in
Lilongwe, Malawi and Monrovia, Liberia. High land prices, likely a result of urbanization pressures, were
evident in Nairobi, Dakar, and Kampala.

The bigger story that this data is telling us is currently being explored, and we’ll publish it shortly, but a very
clear takeaway at this stage is that it is about much more than the price of bricks: in the construction costs
category, the major difference for the countries where these costs are highest (Democratic Republic of Congo,
Morocco), is labour - over a third of the total construction value. In Nigeria, while the overall house price is
close to the average of just above US$40,000, more than half of the construction component is labour. In some
countries, indirect costs are a significant component of the construction component (Mozambique and
Cameroon). Another category where there is quite significant variation is “other development costs”. This
includes Marketing, Finance & Holding Costs, and Sales Taxes. Sales taxes were found to be highest in Nairobi
(US$8,723, on a US$64,000 house, or 13 percent of the total price), Kampala, Dakar, Lilongwe, Casablanca and
Kolwezi. Finance and Holding Costs were highest in Maputo (US$6,346, in a US$46,000 house).
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Figure 2: Construction Costs by Categories

Hites Ahir: Are these prices affordable?

Kecia Rust: No. Not even to a large minority. We have an affordability calculator on our website that calculates
the monthly mortgage repayment on a loan for a house. The user can input the house price, and based on the
mortgage loan terms and income distribution in that particular country, if the loan were indeed available, the
calculator reports the monthly repayment, and the proportion of the urban population that can afford that house.

While a US$20,000 housing loan is affordable to about 55 percent of urban households in Namibia, 49 percent
of urban households in Morocco, and 59 percent of households in Cote d'Ivoire, it is affordable to only 3.8
percent of urban households in Kenya, 3.1 percent of urban households in Zambia, 0.7 percent of urban
households in Tanzania, and 0.5 percent in Mozambique. If we reduced the house to US$10,000, the proportion
of households with affordability does increase - just over 10 percent in Kenya, 6.7 percent in Zambia, 2.4
percent in Tanzania, and 1.7 percent in Mozambique - but it is still very limited.
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Figure 3: Housing Affordability Calculator

There are two ways we might deal with this. On the one hand, housing affordability is a function not only of
house price but also the terms of financing it. In Kenya, a mortgage loan is available for over ten years at 17.1
percent, while in Zambia the rate on a mortgage in 2016 was 27 percent over 15 years. In Tanzania, a mortgage
can be accessed for a 25-year term, but the interest rate is still high at 19 percent. In Mozambique, a 20-year
mortgage comes at a rate of 25 percent. If we flip the analysis around, we find that just on the basis of mortgage
conditions in a country, a household in Tanzania that could afford to repay a house costing US$10,000, could
afford a house in South Africa costing US$17,500, and in Cote d’Ivoire costing US$28,500.

Hites Ahir: Why is housing finance underdeveloped?

Kecia Rust: Housing finance markets in Africa are underdeveloped for a number of reasons. A key issue
relates to the overall macroeconomic environment and the implications this has for access to and the cost of
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capital for lending. Lenders struggle to access capital to fund their housing loan portfolios - whether these are
for mortgage or unsecured housing finance.

Many governments have set their Treasury Bill rates high, to attract investor capital to fund their own plans.
This ‘risk free’ rate sets the baseline for any other investments that an investor may make. As the perception of
risk increases, investors seek higher returns and this translates into the high interest rates that prevail - very
many above 10 percent - across Africa.

The World Bank has been working in a number of countries to address this issue, with the introduction of
mortgage liquidity facilities in Egypt, Tanzania, Nigeria and the WAEMU region. CAHF has developed a case
study about these liquidity facilities.

There are also housing supply-side issues. Without housing stock being created in the price range that the
market can afford to buy at scale, there isn’t much argument for lenders to develop their housing finance
products. Housing and finance are very closely interlinked - the performance of each is dependent on the
performance of the other.

Housing finance – investment capital, construction capital, end user finance, and all the facilitative interventions
(guarantees, insurance, subsidies, etc.) that happen in between – is a critical ingredient to addressing the housing
challenge in Africa. This section of the financial sector is underdeveloped for two reasons. First, financial sector
development initiatives focus largely on other sectors: insurance, agriculture, small business development, and
mobile money. The notion of a housing sector in the African context is still very new and the financial sector is
unfamiliar with its dynamics. This is possibly because of the second reason: that housing finance is dependent
on a much wider array of activities and sectors that together comprise the housing value chain – activities that
are beyond the financial sector’s reach.

Hites Ahir: What are some of the challenges for the housing sector?

Kecia Rust: Challenges exist along the entire housing value chain, and each constraint in the system impacts on
the availability of finance. Improving the flow of finance for housing requires improvements along the value
chain – some of which extend outside of the housing finance sector. A weak value chain discourages investors,
so they seek other targets and relegate housing sector investment to government. Government, however, does
not have the capacity invest in the nation’s housing process on its own – investor interest must be captured and
maintained if the housing sector is to grow and develop and meet the needs of all residents.
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Figure 4: Housing Value Chain
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High cost of land & zoning pushes people out to the periphery: Kigali & Luanda … or onto hazardous land: Dakar
Tiny mortgage markets because land cannot be secured: across Sub-Saharan Africa.
Without secure tenure, poor housing investment by households fearing eviction leads to slums
In Nairobi, slum landlords use political clout to maintain rental stream
Municipal under-investment and failure to provide infrastructure leads to
higher housing prices / Poor road networks increases the cost of cement,
leads to housing constructed with informal materials: Malawi, South
Sudan, DRC / New city “islands” with private services: Tatu City in Nairobi
Absence or high cost of developer finance leads to small housing
projects; up-front payments limit affordability. Few developers
means little competition, houses expensive: DRC, Zambia
Imported building materials means prices fluctuate
Standards that don’t accommodate affordability are never met,
so quality is not achieved
The majority, even the wealthy, build their housing incrementally,
themselves, so scale is not achieved.

End-user finance hugely dependent on macroeconomic health: impact on loan term, size, and
cost: Malawi, Mozambique, Nigeria, Rwanda, etc
Most housing paid with cash & savings: only the
very wealthy afford formality: the Gambia
Absence of non-mortgage (housing micro)
finance systems can also perpetuate slums

Hites Ahir: How can policymakers address these challenges?

Kecia Rust: As a first step, policymakers must acknowledge that housing is a matter for attention across
multiple sectors and multiple departments. This means that it is not only the housing and land department that
must champion housing investment, but also the Central Bank and national treasury, as well as the National
Deeds Registry. This is a matter for Cabinet attention.

On the housing and land side, there is a critical need for focused interventions into land and titling, and into
infrastructure to support residential development. Housing delivery at scale cannot happen without those
ingredients, and their absence is a key reason why housing continues to be delivered mostly by households
themselves. Much of housing delivery is influenced by what is happening at the local level, however - and it is
here that municipalities can apply specific levers to influence market dynamics and stimulate supply. Zoning,
subdivisions, building plan processes and approvals, as well as administrative incentives that ease the costs in
both time and money of the housing delivery process, are all levers that municipalities can apply to stimulate
investment in housing.

On the finance side, macro-economic interventions to reduce the cost of capital and contain interest rates to
reasonable levels for long-term finance are critically needed. Beyond that, policy makers should also consider
the policy and regulatory issues that make mortgage lending possible and influence the cost of construction. In
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this regard, taxation appears to be a significant issue. Policy makers might wish to restrict taxes to upmarket
housing for the wealthy, offering relief to the emerging middle class in the purchase of lower cost housing, or
review how their current tax regime impacts on the attractiveness of this particular asset class. The Doing
Business Indicators show us that in some countries, the cost of formally transferring property can be more than
10 percent of the value of the property. This becomes a serious disincentive to formal transactions.

To understand all of this, a clear and targeted monitoring and evaluation system is required. City, provincial,
and national governments should be collecting data on housing market performance and making this available
in the public domain for analysis and engagement by investors and other stakeholders. CAHF believes that a
key constraint is the lack of market intelligence - accurate and trended market information, a clear indication of
risk and return, and track records that prove long-term viability - specifically targeting the opportunities and the
challenges that relate to the affordable housing market. Without this information, practitioners move to familiar
territory and high margin activities, while governments are left wondering why they don’t engage. Bringing
together the efforts of the public and the private sectors towards workable interventions that target increased
opportunities for housing that is affordable to all market segments, is a key aim of CAHF’s work.

Hites Ahir: Are there any success stories that policymakers can learn from?

Kecia Rust: On the government reporting side, there are some very interesting interventions underway. The
central banks of both Kenya and Tanzania publish mortgage market updates that provide information on the
development of their mortgage markets. And the Nigerian Mortgage Refinance Corporation is in the process of
developing a Nigerian Housing Finance Hub, to collect data about Nigeria’s housing finance market and share
this with market players.

Some governments are improving their administrative regimes: Guinea Bissau has made significant
improvements in the time it takes to transfer property, while Senegal has reduced the cost of registration
significantly.

Then there are very interesting investors that have made improvements with the force of their interest in making
development happen: International Housing Solutions managed to stimulate the construction of over 27,000
houses for the working class in South Africa, through its first fund and is now seeking to replicate this
experience in a second fund. Phatisa’s Pan African Housing Fund is active in developments in Zambia, Rwanda,
and Kenya. IFC’s investment in the Chinese multinational construction and engineering company, CITIC
Construction, is intended to set development precedents, targeting a scale delivery approach that is currently not
very common across the continent. And there are more. Policy makers should actively engage with these efforts
by the private sector to identify where they can smooth the value chain to enable more and better investment.
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3. THE CORDON: OTHER VIEWS AND ANALYSIS ON HOUSING MARKETS
 Call for Papers/Events: 30th World Congress of the International Union for Housing Finance (Mortgage
Bankers Association) |

 Cross country: New OECD Affordable Housing Database (OECD) | No Price Like Home: Global House
Prices, 1870-2012 (American Economic Review) | Economists Discuss Global Housing Trends (NAHB) |
The Dynamic Relationship between Housing Prices and the Macroeconomy: Evidence from OECD
Countries (SSRN) | Housing policies under the New Urban Agenda (Asian Development Bank Institute) |
EMF-ECBC: Monthly newsletter (European Mortgage Federation—European Covered Bond Council) |
Housing Finance and Inclusive Growth in Africa (World Bank) | Geopolitics and mass migration top agenda
at ULI Paris (PropertyEU) | Global Liquidity and House Prices Around the World (SSRN) | European house
prices to rise at slower rate – S&P (Financial Times) | Global Housing and Mortgage Outlook 2017 (FITCH)
| How to: MACROPRU. 5 principles for macroprudential policy (Bank of England) | Scandinavians take
drastic steps to get into booming housing market (Reuters) | Two ways to make Africa’s cities more livable,
connected and affordable (World Bank) | Vancouverizing Seattle? (New Geography) | Is Europe Ready for
the Smart Building Revolution (BPIE) | Australia and Canada – Shared Experiences (Reserve Bank of
Australia) |

 Australia: Opening Remarks to Plenary Panel at the Australasian Housing Researchers Conference
(Reserve Bank of Australia) | How Predictable? Rent Growth and Returns in Sydney and Melbourne
Housing Markets (SSRN) | Australasian Housing Researchers Conference – 2017 (AHRC2017) |

 Belgium: Belgium’s housing market surprisingly vibrant (Global Property Guide) |
 Bulgaria: Bulgaria’s house prices rising rapidly, due to strong economic growth (Global Property Guide) |
 Canada: BoC says rising house prices, household debt worrisome (Reuters) | Canadian House Price Growth
Remains Elevated (CMHC) | Canada’s Housing Challenges: A demand or supply issue? (Zero Hedge) |
Vancouver Home Sales Plunge 40%, Extending String of Declines (Bloomberg) | Canadian homeowners’
average before-tax household income was about double that of renters between 2006 and 2014 (CMHC) |

 China: Real Estate Booms and Endogenous Productivity Growth (MIT) | The Effectiveness Analysis of
China’s Real-estate Regulatory Policy (Journal of Chinese Economics) | China’s Property Market Has a
New Blind Spot (Wall Street Journal) |

 Czech Republic: Robust house price rises in Czech Republic (Global Property Guide) |
 Egypt: Egypt’s real estate boom has turned from economic safe haven to rubble (Quartz) |

11

GLOBAL HOUSING WATCH NEWSLETTER | FEBRUARY 2017

 Finland: Finland alerted to household debt (Bank of Finland) |
 France: International Migration and Regional Housing Markets: Evidence from France (SSRN) |
 Germany: German house prices overheating, Bundesbank warns (Financial Times) |
 Hong Kong: Effects of Capital Flow on the Equity and Housing Markets in Hong Kong (SSRN) |
 India: India Residential Property Market Overview (Colliers International) |
 Ireland: The Impact of Employment on Housing Prices: Detailed Evidence from FDI in Ireland (Ideas) |
‘Another decade’ before property supply meets demand (The Irish Times) |

 Latvia: Latvia rising! Riga's housing market up 9.75% (Global Property Guide) |
 Morocco: Morocco: house prices are now falling, demand is static (Global Property Guide) |
 Netherlands: The effect of land lease on house prices (Ideas) |
 New Zealand: Too early to declare victory on house prices (New Zealand Herald) |
 Nigeria: Role of mortgage bank in housing production (IJIET) |
 Portugal: Great value and good yields in Portugal, where house prices continue to rise (Global Property
Guide) |

 Singapore: Singapore's Home Curbs May Stay for Some Time, Minister Says (Bloomberg) |
 United Kingdom: Housing White Paper (UK Government) | Reactions to Housing White Paper (Guardian,
Financial Times, ) Britain’s unlikeliest property hotspot (Economist) | Are housebuilder’s production
strategies a barrier to offsite construction uptake in the UK (Centre for Innovative and Collaborative
Construction Engineering) | Cash buyers broaden their horizons on their search for a home (Hamptons
International) | Residential Property Focus (Savills) |

 United States:
Working Papers: The Economic Implications of Housing Supply (Wharton School of Business) |
Measuring Mortgage Credit Availability: A Frontier Estimation Approach (FED) | Bank-specific Shocks and
House Price Growth in the U.S. (Halle Institute for Economic Research) | Extremely low-income
households, housing affordability and the Great Recession (Sage Journals) | When Do Renters Behave Like
Homeowners? High Rent, Price Anxiety, and NIMBYism (JCHS) | Waiting for Affordable Housing
(University of Pennsylvania and NBER) | Do Homeowners Mark to Market? A Comparison of Self-reported
and Estimated Market Home Values During the Housing Boom and Bust (NYU Furman Center) | How
Taxes and Required Returns Drove Commercial Real Estate Valuations over the Past Four Decades (Federal
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Reserve Bank of Dallas) | The Macroeconomic Effects of Government Asset Purchases: Evidence from
Postwar US Housing Credit Policy (NBER) | A Narrative Analysis of Mortgage Asset Purchases by Federal
Agencies (NBER) |

 Other Analysis: How Resilient Is the U.S. Housing Market Now? (Federal Reserve Bank of New York) |
Housing Crisis Boxed in Some Job Seekers (NBER) | Americans are making more money from renting out
homes than ever before, sort of (Financial Times) | FRED Adds County Homeownership Rate Data (Federal
Reserve Bank of St Louis) | How about some housing deregulation? (Building, not buying) (AEI) | A Recipe
for Retro Housing Policy (Bloomberg) | The New Administration’s Good Move on Housing (American
Enterprise Institute) | Local Opportunities: Finding Relatively Affordable Housing, Even in Largely
Unaffordable Markets (Zillow) | Divided Housing Market Driving Wealth Inequality (National Association
of Realtors) | The Best Cities for Living Without a Car (Redfin) | The Evolution of Home Equity Ownership
(Federal Reserve Bank of New York) | Houses as ATMs No Longer (Federal Reserve Bank of New York) |
The Homeownership Gap Is Finally Closing (Federal Reserve Bank of New York) | A Close Look at the
Decline of Homeownership (Federal Reserve Bank of New York) | Homes in Black Neighborhoods Twice as
Likely to be Underwater as Homes in White Neighborhoods (Zillow) | Have Borrowers Recovered from
Foreclosures during the Great Recession? (Federal Reserve Bank of Chicago) | What Can We Learn from
Attempts to Reduce the Cost of Affordable Housing? (JCHS) | Investors in America’s housing-finance
giants lose in court (Economist) |
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ABOUT GLOBAL HOUSING WATCH NEWSLETTER
The Global Housing Watch Newsletter aims to present a snapshot of the month's news and research on
global housing markets. If you have suggestions on new material that could be included or ideas to improve
this newsletter, you can send it to Hites Ahir (hahir@imf.org).

*Disclaimer: The views expressed in this note do not necessarily represent those of the IMF or IMF policy.
Also, this note does not independently verify the accuracy of the news, statistics or events presented in this
document.
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