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Commissioned by eight large 
institutional fund managers 
of Dutch residential property 
we analyse the overall 
performance characteristics of 
Dutch residential investments in 
European perspective. Results 
show that this seems to be the 
right moment for both national 
and international institutional 
investors to take a good look at 
the Dutch residential property 
market. This is due to the 
following aspects:

Residential investments 
show relatively good 
performances
5IFSF�BSF�POMZ�TJY�&VSPQFBO�
countries where the weight 
of residential property in the 
institutional investors portfolio 
JT�PG�BOZ�TJHOJmDBODF��UIF�
/FUIFSMBOET�4XJU[FSMBOE�
'SBODF�(FSNBOZ�4XFEFO�BOE�
the United Kingdom. Despite 
the fact that house prices 
have declined in most of these 
DPVOUSJFT�EVSJOH�UIF�mOBODJBM�
DSJTJT�TUFBEZ�JODPNF�TUSFBNT�
IBWF�LFQU�UPUBM�SFUVSOT�GPS�
residential investments positive. 
Dutch residential property 
investments have on the long 
term performed reasonably 
well in comparison to other 
BTTFUT�BOE�SFBM�FTUBUF�DMBTTFT��
HPPE�SFUVSO�SJTL�QSPmMF�
NPEFSBUF�JOnBUJPO�IFEHF�BOE�
HPPE�QPSUGPMJP�EJWFSTJmDBUJPO�
opportunities.

Cross-European investments 
can offer good portfolio 
GLYHUVLÀFDWLRQ
Although residential 
investments are primarily 
EPNFTUJD�MPX�JOUFSOBUJPOBM�
correlations between 
SFTJEFOUJBM�QSPQFSUZ�NBSLFUT�

MANAGEMENT 
SUMMARY

indicate that an international 
investment strategy would offer 
HPPE�EJWFSTJmDBUJPO�QPUFOUJBM�
including Dutch residential 
property. The Netherlands has 
a long tradition of institutional 
investments in housing (a 49% 
XFJHIU�JO�UIF�%VUDI�*1%�JOEFY�
USBDLFE�GSPN�����
��.PSFPWFS�
there are a number of very 
FYQFSJFODFE�OPO�MJTUFE�GVOET�
currently catering mostly Dutch 
pension funds and insurance 
companies. 

Pricing of residential 
investments in the 
Netherlands improved 
strongly
Since mid 2008 nominal 
house prices have fallen by 
BQQSPYJNBUFMZ�����JO�UIF�
Netherlands. This was mainly 
DBVTFE�CZ�UIF�mOBODJBM�DSJTJT�
and government reforms in 
order to restore the balance on 
UIF�IPVTJOH�NBSLFU��5IJT�QSJDF�
correction suggests that pricing 
PO�UIF�%VUDI�IPVTJOH�NBSLFU�
is good at the moment - the 
balance between house prices 
and rent levels has nearly 
reached its long term average.  
.PSFPWFS�%VUDI�IPVTJOH�
supply is very restricted and 
new construction has fallen 
dramatically. This could lead 
to housing shortages over the 
OFYU�EFDBEF�BOE�SFEVDFT�
the probability of further price 
decreases.

Investment opportunities in 
the Netherlands are growing
5IF�CVML�PG�%VUDI�SFOUBM�
dwellings is owned by social 
housing providers and is strictly 
regulated by the government. 
These regulated dwellings 
have high tenant protection 

and rent increases based on 
JOnBUJPO�QMVT�B�QSFNJVN��0OMZ�
���PG�%VUDI�IPVTFIPMET�MJWF�JO�
non-regulated rental dwellings 
	�������EXFMMJOHT
��5IJT�TFDUPS�
JT�HSPXJOH�BOE�JT�FYQFDUFE�UP�
continue to grow substantially 
PWFS�UIF�OFYU�UXFOUZ�ZFBST��5IJT�
is due to changing policy on 
the social housing sector and 
MFTT�GBWPVSBCMF�UBY�USFBUNFOU�
for mortgages.

Institutional investors focus 
more on the non-regulated 
NBSLFU��$VSSFOUMZ�����PG�UIFJS�
portfolio is non-regulated. 
5IJT�JT�FYQFDUFE�UP�HSPX�
because new residential 
projects primarily include 
non-regulated dwellings. 
"EEJUJPOBMMZ�B�HSPXJOH�OVNCFS�
of dwellings currently owned 
by social housing providers 
will become available to 
institutional investors. New 
legislation constrains social 
housing providers to focus on 
UIF�SFHVMBUFE�SFOUBM�NBSLFU�BOE�
often forces them to sell part 
PG�UIFJS�IPVTJOH�TUPDL�UP�PUIFS�
investors.
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INTRODUCTION
&JHIU�MBSHF�JOTUJUVUJPOBM�GVOE�
managers of Dutch residential 
property have joined forces 
UP�JOGPSN�UIFJS�FYJTUJOH�DMJFOUT�
and other investors on the 
merits of investing in residential 
QSPQFSUJFT�CPUI�JO�UIF�
Netherlands and in general. 
Residential property investment 
JT�TUJMM�RVJUF�SBSF�BOE�POMZ�TJY�
&VSPQFBO�DPVOUSJFT�IBWF�BOZ�
USBEJUJPO�JO�UIJT�BSFB��'SBODF�
(FSNBOZ�UIF�/FUIFSMBOET�
4XFEFO�4XJU[FSMBOE�BOE�UIF�
6OJUFE�,JOHEPN��5IJT�MBDL�
PG�BUUFOUJPO�JT�SFnFDUFE�JO�
the availability of investment 
SFTFBSDI�XIJDI�GPDVTFT�
predominantly on commercial 
SFBM�FTUBUF�BOE�BMM�CVU�OFHMFDUT�
residential property investment. 
5IJT�QBQFS�BJNT�UP�mMM�UIJT�HBQ�

This research paper is the 
result of a quantitative and 
qualitative analysis of the 
performance of residential 
JOWFTUNFOUT�BDSPTT�&VSPQF�
and an in-depth analysis of 
UIF�%VUDI�IPVTJOH�NBSLFU��
#FTJEFT�UIBU�BOBMZTJT�
&VSPQFBO�JOTUJUVUJPOBM�JOWFTUPST�
FYQFSUT�BOE�BDBEFNJDT�XFSF�
interviewed regarding their 
view on current investment 
QPTJUJPOT�GVUVSF�JOWFTUNFOU�
QMBOT�BOE�UIF�SPMF�PG�
residential investments in the 
asset portfolio.

5IF�mSTU�DIBQUFS�PG�UIJT�QBQFS�
BOBMZ[FT�UIF�QFSGPSNBODF�
characteristics of residential 
JOWFTUNFOUT�BDSPTT�&VSPQF��
Through analysis of data 
from the Investment Property 
%BUBCBOL�	*1%
�BOE�UIF�#BOL�
of International Settlements 
	#*4
�UIF�TJY�BGPSFNFOUJPOFE�
residential investment 
NBSLFUT�BSF�DPNQBSFE��
Also the performance of 
residential investments in the 
Netherlands is compared 
to other assets and to other 
types of real estate. The 
QBQFS�MPPLT�BU�SFUVSOT�SJTL�
DPSSFMBUJPO�UP�JOnBUJPO�BOE�
EJWFSTJmDBUJPO�QPUFOUJBM�BOE�
concludes that residential 
property investments can 
QMBZ�B�CFOFmDJBM�SPMF�JO�B�
QPSUGPMJP��UIF�SFUVSO�SJTL�QSPmMF�
JT�BUUSBDUJWF�UIF�EJWFSTJmDBUJPO�
QPUFOUJBM�JT�TVCTUBOUJBM�BOE�
residential property returns are 
QPTJUJWFMZ�DPSSFMBUFE�UP�JOnBUJPO�
especially at longer time 
IPSJ[POT�

The second chapter focuses 
on the current conditions on the 
%VUDI�IPVTJOH�NBSLFU��5IFTF�
DPOEJUJPOT�OFFE�UP�CF�UBLFO�
into account when investments 
are considered. This includes 
GPS�FYBNQMF�UIF�SFOUBM�TZTUFN�
JO�UIF�/FUIFSMBOET�UIF�
dominant position of the social 

housing providers on the rental 
NBSLFU�BOE�UIF�FDPOPNJD�
situation in the Netherlands 
BGUFS�UIF�mOBODJBM�DSJTJT��5IJT�
chapter also provides some 
perspective on the Dutch 
NPSUHBHF�NBSLFU��

The last chapter shifts the 
focus towards the investment 
opportunities that currently 
FYJTU�JO�UIF�%VUDI�IPVTJOH�
NBSLFU��/FX�IPVTJOH�
DPOTUSVDUJPO�JT�WFSZ�MJNJUFE�
possibly leading to housing 
shortages in the near future. 
Due to recently changed 
legislation the balance on 
UIF�IPVTJOH�NBSLFU�XJMM�CF�
SFTUPSFE��5IF�NBSLFU�IBT�
FYQFSJFODFE�TVCTUBOUJBM�QSJDF�
corrections and continuously 
increasing rents in recent 
ZFBST��*U�JT�BMTP�MJLFMZ�UIBU�UIF�
OPO�SFHVMBUFE�SFOUBM�NBSLFU�XJMM�
grow substantially. Because 
social housing providers are 
OPU�MJLFMZ�UP�GVMmM�UIJT�EFNBOE�
all eyes are on institutional 
investors. 
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RESIDENTIAL REAL ESTATE IN THE 
,19(6725·6�3257)2/,2
*O�"-.�TUVEJFT�SFBM�FTUBUF�JT�
PGUFO�TFFO�BT�POF�BTTFU�DMBTT�
NBLJOH�OP�EJTUJODUJPO�CFUXFFO�
commercial and residential 
real estate. The fact that the 
performances of these types of 
SFBM�FTUBUF�BSF�EJGGFSFOU�NBLFT�
this approach questionable. 
This chapter focuses on the 
performances of residential real 
estate in the investor’s portfolio 
with the emphasis on the Dutch 
NBSLFU�

&YJTUJOH�SFTFBSDI�NBJOMZ�
focuses on commercial real 
FTUBUF�JOWFTUNFOUT�MJLF�UIF�
PGmDF�BOE�SFUBJM�NBSLFU��
Unfortunately hardly any 
research is available on the 
performance of residential 
SFBM�FTUBUF�JOWFTUNFOUT��0OF�
FYBNQMF�JT�UIF�SFTFBSDI�PG�
/FXFMM�BOE�'JTDIFS�	����
�PO�
the performances of residential 
3&*5T�JO�DPNQBSJTPO�UP�PUIFS�
types of real estate and assets 
in the United States during 
the period 1994 - 2007. Their 
results show that residential 
3&*5T�IBWF�B�IJHIFS�SFUVSO�
SJTL�SBUJP�UIBO�PUIFS�BTTFU�
UZQFT�UIBU�JU�IBT�SBUIFS�IJHI�
correlations with other types of 
SFBM�FTUBUF�CVU�MPX�DPSSFMBUJPOT�
XJUI�TUPDLT�BOE�CPOET�
TVHHFTUJOH�TUSPOH�NJYFE�BTTFU�
EJWFSTJmDBUJPO�QPUFOUJBM��

This result is in line with 
.BD,JOOPO�	����
�XIP�mOET�
that housing returns – using the 
4�1�$BTF�TIJMMFS�$PNQPTJUF�
*OEFY�o�IBWF�OFHBUJWF�
correlations with returns on 
PUIFS�BTTFUT�MJLF�TUPDLT�BOE�
bonds. These two papers also 
show that direct residential 
investments have outperformed 
TUPDLT�BOE�CPOET�JO�UFSNT�PG�
SJTL�BEKVTUFE�SFUVSOT��0UIFS�
research focuses on the 
JOnBUJPO�IFEHJOH�BCJMJUZ�PG�
private residential property in 
UIF�6OJUFE�4UBUFT�BOE�mOET�
that it is strong (Fama and 

4DIXFSU�������#SVFHHFNBO�FU�
BM������
��

5IF�MBDL�PG�SFTFBSDI�
on residential property 
investments is very much 
in line with the attention this 
investment category gets 
from institutional investors. 
The national property indices 
produced by the Investment 
1SPQFSUZ�%BUBCBOL�	*1%
�BSF�
B�HPPE�JOEJDBUJPO�PG�UIJT��JO�
NPTU�DPVOUSJFT�UIF�XFJHIU�PG�
residential property is either 
[FSP�PS�WFSZ�TNBMM��*O�GBDU�UIFSF�
BSF�POMZ�TJY�&VSPQFBO�DPVOUSJFT�
XJUI�TJ[FBCMF�JOTUJUVUJPOBM�
JOWFTUNFOUT�JO�SFTJEFOUJBM��UIF�
/FUIFSMBOET�	*1%�JOEFY�XFJHIU�
���
�4XJU[FSMBOE�	���
�
'SBODF�	���
�(FSNBOZ�	���
�
4XFEFO�	���
�BOE�UIF�6OJUFE�
,JOHEPN�	��
��5IJT�QBQFS�
UIFSFGPSF�GPDVTFT�PO�UIFTF�TJY�
&VSPQFBO�DPVOUSJFT�

This chapter aims to investigate 
the performance and portfolio 
considerations of residential 
QSPQFSUZ�JOWFTUNFOU��DBQJUBM�
BOE�JODPNF�SFUVSO�SFUVSO�BOE�
SJTL�JOnBUJPO�IFEHJOH�QPUFOUJBM�
BOE�EJWFSTJmDBUJPO�	NJYFE�
BTTFU�BOE�JOUFSOBUJPOBM
��*O�
order to do that we need time 
TFSJFT�UIBU�HP�CBDL�BT�MPOH�
as possible for each of the 
countries we study. It would 
be optimal to use IPD data 
DPOTJTUFOUMZ�GPS�FBDI�PG�UIFN�
but most of IPD’s data series 
VOGPSUVOBUFMZ�EP�OPU�HP�CBDL�
UIBU�GBS��'PS�FYBNQMF�UIF�4XJTT�
TFSJFT�POMZ�HP�CBDL�UP�������
That is why we combine IPD 
data with house price data from 
UIF�#*4�XIJDI�BSF�BWBJMBCMF�
from the 1970s. We use the 
#*4�EBUB�BT�B�QSPYZ�GPS�UIF�
capital return for institutional 
investments in housing. We 
control whether this approach 
JT�KVTUJmFE�CZ�DBMDVMBUJOH�UIF�
correlation between BIS price 
changes and the IPD capital 

GOOD RETURN-RISK RATIO AND 
STEADY INCOME STREAMS

Good long-term returns
8F�mSTU�MPPL�BU�UIF�UPUBM�
returns for residential 
property investments. In 
comparison to other asset 
DMBTTFT�XF�mOE�UIBU�SFTJEFOUJBM�
property investments have 
SFBTPOBCMZ�HPPE�UPUBM�SFUVSOT�
accompanied by moderate 
SJTLT�	TUBOEBSE�EFWJBUJPO
��
Dividing the total return by the 
standard deviation gives us a 
SFUVSO�SJTL�SBUJP�XIJDI�BMMPXT�VT�
to compare the different asset 
classes.

Dutch residential property 
investments in the IPD 
database have an average 
BOOVBM�UPUBM�SFUVSO�PG������

return for the countries for 
which we have long enough 
time series. The average 
correlation is reasonably high 
BOE�TJHOJmDBOU�������

'*(63&�0/&��$0.1"3*/(�"44&5�$-"44&4
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����

8.6%

8.0%

11.8%
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�����������
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a standard deviation of 6.4% 
BOE�B�SFUVSO�SJTL�SBUJP�PG�������
This means that residential 
investments outperformed 
TUPDL�CPOET�BOE�MJTUFE�SFBM�
FTUBUF�JO�UIF�/FUIFSMBOET��0OMZ�
liquidities show a better return-
SJTL�SBUJP�PG������

In comparison to other Dutch 
SFBM�FTUBUF�DMBTTFT�UIF�
SFUVSO�SJTL�SBUJP�PG�OPO�MJTUFE�
residential investments are 
NPEFSBUF�PVUQFSGPSNJOH�PGmDF�
investments. Retail investments 
TIPX�B�IJHIFS�SFUVSO�SJTL�SBUJP�

We also compare total returns 
and standard deviations of 
residential property in the 
TJY�&VSPQFBO�DPVOUSJFT��
Although yearly returns for 
all countries have been good 
PWFS�UIF�QBTU�UFO�ZFBST�NBKPS�
EJGGFSFODFT�FYJTU��5PUBM�SFUVSOT�
for residential investments 
JO�'SBODF�4XFEFO�BOE�UIF�
United Kingdom stand out 
with an average of just under 
�����5PUBM�SFUVSOT�GPS�%VUDI�
(FSNBO�BOE�4XJTT�SFTJEFOUJBM�
investments are lower (between 
���BOE���
�CVU�BSF�TUJMM�
reasonably good. 

8F�MPPL�BU�UIF�SJTL�PG�UIFTF�
assets by calculating the 
standard deviation of the 
quarterly house prices indices 
SFQPSUFE�CZ�UIF�#BOL�GPS�
International Settlements 
	#*4
��'JHVSF�UISFF�TIPXT�UIBU�
the high returns in the United 
,JOHEPN�'SBODF�FO�4XFEFO�
are accompanied by relatively 
high levels of volatility. 
&TQFDJBMMZ�UIF�SFUVSO�SJTL 
SBUJPT�GPS�4XJTT�BOE�(FSNBO�
residential investments 
TUBOE�PVU�XJUI������BOE������
SFTQFDUJWFMZ�PWFS�UIF�QBTU�UFO�
years. For the Netherlands 
UIF�SFUVSO�SJTL�SBUJP�	����
�
was lowest of all comparable 
countries. This is mainly 
due to a substantial price 

correction over the past years. 
In response to the effects of 
UIF�mOBODJBM�DSJTJT�UIF�%VUDI�
government has introduced 
some major policy changes 
which will help to restore the 
CBMBODF�PO�UIF�IPVTJOH�NBSLFU��
$IBQUFS�UISFF�FMBCPSBUFT�
further on the different policy 
changes and the price 
correction on the Dutch 
IPVTJOH�NBSLFU�

5P�HBVHF�UIF�SJTL�PO�BOZ�
JOWFTUNFOU�POF�IBT�UP�MPPL�
further than just the standard 
deviation of returns. An 

BMUFSOBUJWF�SJTL�NFBTVSF�JT�
the occurrence of negative 
returns. Figure four shows 
that nominal total returns 
on residential investments 
JO�'SBODF�(FSNBOZ�BOE�
4XJU[FSMBOE�IBWF�OPU�CFFO�
negative for any year during 
UIF�QBTU�UFO�ZFBST��'PS�4XFEFO�
the United Kingdom and the 
Netherlands negative annual 
return occurred only once 
during the period 2003-2012. 
This illustrates that returns for 
residential investments are 
SFMBUJWFMZ�TUBCMF�BOE�UIBU�SJTLT�
are limited. 
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3FTFBSDI�CZ�#SVFHHFNBO�
$IFO�BOE�5IJCPEFBV�	����
�
also indicates that real estate 
returns are positively and 
TJHOJmDBOUMZ�DPSSFMBUFE�UP�BDUVBM�
BOE�FYQFDUFE�JOnBUJPO��5IFZ�
EJE�OPU�mOE�UIJT�SFMBUJPOTIJQ�
XJUI�VOFYQFDUFE�JOnBUJPO��
The fact that residential 
property investments show 
CFUUFS�QPTTJCJMJUJFT�GPS�JOnBUJPO�
hedging than other assets is 
DPOmSNFE�JO�UIJT�SFTFBSDI��
$PNQBSFE�UP�PUIFS�BTTFU�
classes residential property 
investments show the best 
DPSSFMBUJPO�UP�JOnBUJPO��8F�VTF�
EBUB�GPS�UIF�/FUIFSMBOET�BOE�
MPPL�BU�JOnBUJPO�DPSSFMBUJPOT�
PWFS�JOWFTUNFOU�IPSJ[POT�PG�
POF�UXP�BOE�UISFF�ZFBST��8F�
BMTP�MPPL�BU�MBHHFE�JOnBUJPO�
since real estate rents are 
PGUFO�BEKVTUFE�GPS�UIF�JOnBUJPO�
of the previous year. The 
correlations are reported 
JO�mHVSF�TJY�BOE�TIPX�UIBU�
residential real estate has the 
IJHIFTU�JOnBUJPO�DPSSFMBUJPO�PG�
BMM�BTTFUT�TUVEJFE��UIF�POF�ZFBS�
JOnBUJPO�DPSSFMBUJPO�JT�����BOE�
that correlation goes up as the 
JOWFTUNFOU�IPSJ[PO�MFOHUIFOT��
The correlation is also 
TUBUJTUJDBMMZ�TJHOJmDBOU��0OMZ�
short term government paper 
	MJRVJEJUZ
�DPNFT�DMPTF�JO�UFSNT�
PG�JOnBUJPO�IFEHF�QPUFOUJBM��
#POET�TUPDLT�BOE�MJTUFE�SFBM�
estate do much worse in this 
SFHBSE��-BHHJOH�UIF�JOnBUJPO�
with a year does not seem to 
affect the results much.

This also applies for residential 
real estate compared to 
PUIFS�UZQFT�PG�SFBM�FTUBUF�
TFF�mHVSF�TFWFO��)FSF�XF�
use Dutch data from IPD 
HPJOH�CBDL�UP������BOE�XF�
MPPL�BHBJO�BU�IPSJ[POT�GPS�
POF�UXP�BOE�UISFF�ZFBST�BT�
well as a one-year lag. For 
SFTJEFOUJBM�QSPQFSUZ�UIF�SFTVMU�
is comparable to what we saw 
CFGPSF�XIFO�VTJOH�#*4�EBUB��

Steady income streams
'JHVSF�mWF�TIPXT�UIBU�
residential property investment 
delivers steady income returns. 
*O�UIF�TJY�&VSPQFBO�DPVOUSJFT�
UIFTF�SFUVSOT�WBSZ�CFUXFFO�
3.0% in the United Kingdom 
BOE������JO�4XJU[FSMBOE�
with the Netherlands almost 
in the middle at 4.0%. The 
low standard deviation in all 
countries shows that these 
income streams are very 
consistent. 

Fluctuating capital returns
&YDFQU�GPS�(FSNBOZ�BOE�
4XJU[FSMBOE�UIF�DBQJUBM�SFUVSO�
is higher than the income 
SFUVSO��)PXFWFS�DBQJUBM�SFUVSOT�
are quite a bit more volatile 
UIBO�JODPNF�SFUVSOT��*O�GBDU�UIF�
nVDUVBUJPOT�JO�UIF�UPUBM�SFUVSOT�
can almost fully be attributed to 
the volatility in capital growth. 
Because IPD data is limited 
GPS�TPNF�DPVOUSJFT�XF�VTF�
data from the BIS as a basis 
to calculate the volatility of 
UIF�DBQJUBM�HSPXUI�JO�UIF�TJY�
&VSPQFBO�DPVOUSJFT��'JHVSF�
mWF�TIPXT�UIBU�WPMBUJMJUJFT�PO�
capital growth are especially 
IJHI�GPS�UIF�6OJUFE�,JOHEPN�
UIF�/FUIFSMBOET�BOE�(FSNBOZ��
$BQJUBM�HSPXUI�JO�'SBODF�
4XFEFO�BOE�4XJU[FSMBOE�TIPXT�
substantially lower volatility.

In the period 2008-2012 
capital returns tended to be 
OFHBUJWF�GPS�BMM�TJY�DPVOUSJFT�

MODERATE INFLATION 
HEDGE

Institutional investors in real 
FTUBUF�PGUFO�OBNF�UIF�JOnBUJPO�
hedge characteristics as one 
PG�UIFJS�LFZ�JOWFTUNFOU�ESJWFST��
&TQFDJBMMZ�GPS�QFOTJPO�GVOET�
who have liabilities in real terms 
EVF�UP�UIFJS�JOEFYFE�QFOTJPO�
DPOUSBDUT�BTTFUT�XJUI�B�QPTJUJWF�
DPSSFMBUJPO�XJUI�JOnBUJPO�BSF�
an essential part of their 
investment portfolio. So the 
question is how residential real 
estate investments performs in 
this regard.
 
0WFS�UIF�QBTU�mGUZ�ZFBST�
numerous studies of the 
JOnBUJPO�IFEHJOH�BCJMJUZ�PG�
real estate are conducted 
XJUI�NJYFE�SFTVMUT��'BNF�
BOE�4DIXFSU�	����
�TIPX�
that private residential real 
estate is the only asset to 
DPNQMFUFMZ�IFEHF�FYQFDUFE�
BOE�VOFYQFDUFE�JOnBUJPO��
This contrasts sharply with 
TUPDLT�GPS�XIJDI�UIFZ�mOE�B�
OFHBUJWF�SFMBUJPO�UP�JOnBUJPO��

'*(63&�'*7&��3&563/�&6301&"/�3&4*%&/5*"-�."3,&54

Return Risk

4XJU[FSMBOE

(FSNBOZ

Sweden

United Kingdom

France

4.7%

4.1%

3.7%

3.0%

3.7%

0.2%

0.4%

����

0.3%

����

3.3%

1 *1%�	���������
 2 #*4�	���������


The Netherlands 4.0% 0.3%

Income returns
Return Risk
Capital growth

6.6%

1 2

3.2% 9.4%

6.6% 6.6%

9.4% 10.3%

6.9% 6.7%

���� ����

in the sample. That also held 
for the Netherlands. At the 
same time income streams 
XFSF�TUBCMF�SFTVMUJOH�JO�B�����
higher income return in 2012 
DPNQBSFE�UP�������BO�JOWFTUPS�
DBO�OPX�CVZ�B�SFOUBM�DBTI�nPX�
at a much more attractive price 
UIBO�mWF�ZFBST�BHP�
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the correlation of residential 
SFUVSOT�XJUI�JOnBUJPO�JT�QPTJUJWF�
BOE�TJHOJmDBOU��5IJT�DPOUSBTUT�
strongly with the results for 
PGmDF�BOE�SFUBJM�JOWFTUNFOUT��
PGmDF�SFUVSOT�BSF�QPTJUJWFMZ�
SFMBUFE�XJUI�JOnBUJPO�CVU�UIBU�
correlation is never statistically 
EJGGFSFOU�GSPN�[FSP�BOE�SFUBJM�
returns even move against 
JOnBUJPO�JOEJDBUJOH�UIBU�SFUBJM�
investments do not hedge 
BHBJOTU�JOnBUJPO�BU�BMM��4P�IFSF�
BMTP�SFTJEFOUJBM�TFFNT�UP�EP�
well.

*O�PSEFS�UP�DPNQBSF�JOnBUJPO�
IFEHJOH�GPS�UIF�&VSPQFBO�
SFTJEFOUJBM�QSPQFSUZ�NBSLFUT�

'*(63&�4*9��$033&-"5*0/4�50�*/'-"5*0/

��\HDU�SHULRG

3FTJEFOUJBM�	#*4


4UPDLT

Bonds

Liquidity

Listed real estate

0.30

-0.09

0.10

0.29

-0.14

����

-0.09

0.10

0.33

-0.40

0.40

1 1971-2012 3 1990-2012

����

-0.11 0.04

0.09 0.14

0.34 ����

-0.31 0.22

��\HDU�SHULRG ��\HDU�SHULRG ��\HDU�ODJJHG
1

1

2

1

3

* ** ** **

* ** ** **

** * *

2 ���������

* 4JHOJmDBOU�BU�B�����MFWFM� ** 4JHOJmDBOU�BU�B�����MFWFM�

'*(63&�4&7&/��$033&-"5*0/4�50�*/'-"5*0/

��\HDU�SHULRG

Residential

0GmDF

Retail

0.24

0.20

-0.20

����

0.12

-0.34

����

1 *1%�	���������


0.09

0.11 -0.21

-0.36 -0.49

��\HDU�SHULRG ��\HDU�SHULRG ��\HDU�ODJJHG
1

1

1

* * *

**

* 4JHOJmDBOU�BU�B�����MFWFM� ** 4JHOJmDBOU�BU�B�����MFWFM�

** **

'*(63&�&*()5��$033&-"5*0/4�50�-0$"-�*/'-"5*0/

4XJU[FSMBOE

(FSNBOZ

Sweden

United Kingdom

France

The Netherlands

��\HDU�SHULRG

0.39

0.09

0.30

0.42

0.13

����

0.49 0.19

���� -0.02

0.40 ����

��\HDU�SHULRG ��\HDU�SHULRG ��\HDU�ODJJHG

**

* ** **

1

1

1

1

1

0.10

**

0.16 ����

**

*

**

0.10*

���� ���� ���� 0.36** ** **

1

0.17 0.22 ���� -0.06* * *

1 *1%�	���������


* 4JHOJmDBOU�BU�B�����MFWFM� ** 4JHOJmDBOU�BU�B�����MFWFM�

UIJT�TUVEZ�MPPLT�BU�UIF�
correlation of capital returns on 
housing investments (using BIS 
EBUB
�XJUI�MPDBM�JOnBUJPO��5IF�
SFTVMUT�JO�mHVSF�FJHIU�TIPX�UIBU�
DPSSFMBUJPO�XJUI�	MPDBM
�JOnBUJPO�
JT�IJHIFTU�JO�'SBODF�(FSNBOZ�
and the Netherlands. For all 
DPVOUSJFT�UIF�UBCMF�TIPXT�
IJHIFS�BOE�NPSF�TJHOJmDBOU�
DPSSFMBUJPO�XJUI�JOnBUJPO�GPS�
MPOHFS�JOWFTUNFOU�IPSJ[POT�

GOOD 
DIVERSIFICATION 
OPPORTUNITIES
In order to reduce non-
TZTUFNBUJD�SJTL�JOWFTUPST�MPPL�
to diversify their investment 
portfolio by combining assets 
whose returns correlate less 
than perfectly. The attained 
EJWFSTJmDBUJPO�CFOFmU�EFQFOET�
on the correlation between 
these assets. A perfecty positive 
DPSSFMBUJPO�	���
�JNQMJFT�OP�
EJWFSTJmDBUJPO�BOE�B�QFSGFDUMZ�
OFHBUJWF�DPSSFMBUJPO�	����
�
JNQMJFT�GVMM�EJWFSTJmDBUJPO�BOE�
B�DPNQMFUF�BWPJEBODF�PG�SJTL��
)PXFWFS�TVDI�MPX�MFWFMT�PG�
DPSSFMBUJPOT�EP�OPU�FYJTU�BNPOH�
SFBM�BTTFUT�BOE�BSF�POMZ�GPVOE�
when using derivatives. 
There are only few studies 

that tell us something about 
the cross-asset correlation 
GPS�CPUI�SFTJEFOUJBM�3&*5T�BOE�
direct residential property 
investments. For the period 
����������/FXFMM�BOE�'JTDIFS�
	����
�DPODMVEF�UIBU�UIF�
DPSSFMBUJPOT�PG�SFTJEFOUJBM�3&*5T�
XJUI�TUPDLT�BOE�CPOET�BSF�
�����BOE�������SFTQFDUJWFMZ���
.BD,JOOPO�	����
�mOET�SFTVMUT�
of the same order of magnitude 
in his research on cross-asset 
correlations for residential 
QSPQFSUZ�JOWFTUNFOUT��4P�UIF�
FYJTUJOH�MJUFSBUVSF�TVHHFTUT�UIBU�
listed residential real estate is 

B�HPPE�EJWFSTJmFS�CVU�UIF�WFSZ�
TNBMM�OVNCFS�PG�FYJTUJOH�TUVEJFT�
shows that more information is 
OFFEFE��5IJT�TFDUJPO�MPPLT�JOUP�
UIF�EJWFSTJmDBUJPO�PQQPSUVOJUJFT�CZ�
TUVEZJOH�DSPTT�BTTFU�DPSSFMBUJPOT�
correlations across different types 
PG�SFBM�FTUBUF�BOE�JOUFSOBUJPOBM�
correlations between national 
SFTJEFOUJBM�QSPQFSUZ�NBSLFUT�

Low correlations with other 
asset classes
8F�mSTU�MPPL�BU�EJWFSTJmDBUJPO�BU�
UIF�NJYFE�BTTFU�MFWFM�DPNQBSJOH�
SFTJEFOUJBM�SFBM�FTUBUF�XJUI�TUPDLT�
CPOET�MJRVJEJUZ�BOE�MJTUFE�QSPQFSUZ�
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'*(63&�/*/&��$3044�$033&-"5*0/4�"44&5�$-"44&4

4UPDLT

Bonds

Liquidity

Listed real estate 

5HVLGHQWLDO�,3'

-0.10

0.03

-0.09

0.20 0.23

Stocks Bonds Liquidity

3*

1

0.13 ���� ����� -0.38

����

1 1977-2012

* 4JHOJmDBOU�BU�B�����MFWFM� ** 4JHOJmDBOU�BU�B�����MFWFM�

1

1

2

1

1

2* 4 2**

2 1990-2012
3 1977-2011 4

'*(63&�5&/��$3044�$033&-"5*0/4�&6301&"/�3&4*%&/5*"-�."3,&54

1990-2011

(FSNBOZ

Sweden

United Kingdom

France

7KH�1HWKHUODQGV

0.09

0.38

0.21

0.43 -0.07

France Germany Sweden

0.09

**

���� 0.40 0.46**

0.13

4PVSDF�#*4�	���������
* 4JHOJmDBOU�BU�B�����MFWFM� ** 4JHOJmDBOU�BU�B�����MFWFM�

0.70**

6ZLW]HUODQG

shares. Figure nine shows 
that the correlation between 
Dutch residential investments 
and other asset classes is 
RVJUF�MPX�TVHHFTUJOH�HPPE�
EJWFSTJmDBUJPO�QPUFOUJBM��-JTUFE�
SFBM�FTUBUF�TIPXT�B�NPSF�NJYFE�
QJDUVSF�XJUI�WFSZ�HPPE�SJTL�
EJWFSTJmDBUJPO�QPUFOUJBM�WJT�Ë�WJT�
CPOET�BOE�MJRVJEJUZ�CVU�XFBLFS�
EJWFSTJmDBUJPO�XJUI�TUPDLT�

8F�BMTP�MPPL�BU�UIF�
EJWFSTJmDBUJPO�QPUFOUJBM�PG�
residential real estate relative 
to other types of real estate 
JOWFTUNFOUT��"HBJO�UIJT�IBT�
not yet been investigated much 
before. Newell and Fischer 
	����
�mOE�SFUVSO�DPSSFMBUJPOT�
of 0.68 between residential 
3&*5T�BOE�SFUBJM�3&*5T�BOE�
�����CFUXFFO�SFTJEFOUJBM�3&*5T�
BOE�PGmDF�3&*5T�TVHHFTUJOH�
SFMBUJWFMZ�XFBL�EJWFSTJmDBUJPO�
QPUFOUJBM��8F�mOE�TJNJMBS�
results for non-listed real estate 
JOWFTUNFOUT��DSPTT�DPSSFMBUJPOT�
for different types of real estate 
are around 0.60 and TJHOJmDBOU�

Low correlation across 
European residential markets
"OPUIFS�XBZ�UP�SFEVDF�UIF�SJTL�
of an investment portfolio is 
to broaden it across national 
borders. Returns on different 
OBUJPOBM�BTTFU�NBSLFUT�TFFN�
UP�nVDUVBUF�JO�EJGGFSFOU�XBZT��
5IJT�IBT�CFFO�TIPXO�GPS�TUPDLT�
BOE�CPOET�BOE�BMTP�GPS�SFBM�
FTUBUF�	&JDIIPMU[�����
�CVU�
not for residential real estate. 
5IJT�TUVEZ�UIFSFGPSF�MPPLT�BU�
cross correlations for residential 
JOWFTUNFOUT�JO�UIF�TJY�&VSPQFBO�
DPVOUSJFT�VTJOH�#*4�EBUB�GPS�UIF�
capital returns. 

5IF�SFTVMUT�JO�mHVSF�UFO�TIPX�
low correlations between 
UIF�IPVTJOH�NBSLFUT�JO�UIF�
EJGGFSFOU�DPVOUSJFT�XIJDI�
JNQMJFT�UIBU�MBSHF�EJWFSTJmDBUJPO�
opportunities are present. 
Investing across different 

&VSPQFBO�DPVOUSJFT�XJMM�
FOIBODF�UIF�EJWFSTJmDBUJPO�
of the investor’s portfolio by 
SFEVDJOH�TZTUFNBUJD�SJTL��
'PS�FYBNQMF�UIF�DPSSFMBUJPO�
between the Swiss and the 
%VUDI�NBSLFUT�JT�������TP�
combining residential real 
estate from these countries in 
one portfolio is very good from 
B�EJWFSTJmDBUJPO�QPJOU�PG�WJFX��
5IF�TBNF�IPMET�GPS�(FSNBOZ�
and Sweden. With an average 
correlation of only 0.08 with the 
PUIFS�mWF�NBSLFUT�UIF�%VUDI�
SFTJEFOUJBM�NBSLFU�PGGFST�UIF�
CFTU�JOUFSOBUJPOBM�EJWFSTJmDBUJPO�
potential of all the countries 
studied in this paper.

%FTQJUF�UIJT�JNQPSUBOU�mOEJOH�
international investments in 
residential real estate is still rare. 
During this research institutional 
investors from a number of 
countries were interviewed 
on their current investment 
position. These interviews 
DPOmSN�UIBU�SFTJEFOUJBM�
investments are almost 
FYDMVTJWFMZ�EPNFTUJD��%VF�UP�

the low correlation between the 
EJGGFSFOU�&VSPQFBO�NBSLFUT�JU�JT�
VTFGVM�GPS�JOWFTUPST�UP�MPPL�NPSF�
into the international investment 
opportunities in residential real 
estate.

$PODMVEJOH�UIFSF�IBT�CFFO�
very little research on the 
performance of residential 
investments in the institutional 
investor’s portfolio. This study 
shows that overall performance 
has been relatively good 
BDSPTT�UIF�&VSPQFBO�SFTJEFOUJBM�
NBSLFUT��4UFBEZ�JODPNF�
returns provide a stable cash 
nPX�GPS�UIF�JOWFTUPS�BOE�UIF�
QPTJUJWF�DPSSFMBUJPO�UP�JOnBUJPO�
gives the investor a moderate 
JOnBUJPO�IFEHF�XIJDI�JT�CFUUFS�
than what other assets and 
SFBM�FTUBUF�UZQFT�PGGFS��.JYFE�
BTTFU�EJWFSTJmDBUJPO�QPUFOUJBM�
JT�IJHI�BOE�UIBU�BMTP�IPMET�
GPS�EJWFSTJmDBUJPO�BDSPTT�
&VSPQFBO�SFTJEFOUJBM�NBSLFUT��
4P�GSPN�B�QPSUGPMJP�QPJOU�PG�WJFX�
residential property investment 
seems attractive.

4XJU[FSMBOE -0.28 0.27 ���� 0.17**

** **

**

**
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THE CONDITIONS ON THE
DUTCH HOUSING MARKET

Residential investments are 
currently mainly domestic. But 
UIF�EJWFSTJmDBUJPO�QPUFOUJBM�GPS�
DSPTT�&VSPQFBO�JOWFTUNFOUT�
shows that an international 
investment strategy is worth 
DPOTJEFSJOH��'PS�UIBU�POF�
needs to understand the local 
NBSLFU�UP�TFF�XIJDI�SJTLT�
BSF�JOWPMWFE��&WFSZ�NBSLFU�JT�
VOJRVF�BOE�UIBU�IPMET�USVF�
especially for the housing 
NBSLFUT�GPS�XIJDI�NBSLFU�
institutions and regulation may 
be even more important than 
for other asset. This chapter 
elaborates on the conditions 
that apply on the Dutch 
IPVTJOH�NBSLFU�

The chapter discusses the 
different types of government 
JOUFSWFOUJPO�TVDI�BT�TVQQMZ�
regulation and the protection 
PG�UFOBOUT�GPS�FYBNQMF�JO�
UIF�GPSN�PG�NBYJNJ[FE�SFOU�
MFWFMT�BOE�mYFE�ZFBSMZ�SFOU�
JODSFBTFT��5BYFT�TVCTJEJFT�
and legislation on the 
IPVTJOH�NBSLFU�BGGFDUT�UIF�
performance of residential 
property investment as 
XFMM��'VSUIFSNPSF�UIF�
current position of social 
housing providers and the 
PXOFS�PDDVQJFE�NBSLFU�BSF�
IJHIMJHIUFE�BT�XFMM�BT�UIF�
situation and reforms on the 
NPSUHBHF�NBSLFU�BOE�UIF�
economic situation.

TENANT PROTECTION
AND SUPPLY  
REGULATION

The Dutch rental system
The Dutch rental system has 
B�EVBM�OBUVSF��UIF�SFHVMBUFE�
sector and the unregulated 
sector. Dwellings with an actual 
rent level of less than 
€ 699 per month (as of January 
1st�����
�BSF�SFHVMBUFE�CZ�
the government. Dwellings 
with a rent level above € 699 
per month are non-regulated. 
In total there are 2.7 million 
SFHVMBUFE�SFOUBM�EXFMMJOHT�
XIJDI�NBLF�VQ�����PG�UIF�
SFOUBM�NBSLFU��0O�UIF�PUIFS�
IBOE�UIFSF�BSF�BQQSPYJNBUFMZ�
0.4 million non-regulated rental 
dwellings. 

The regulated rental market 
Rents in the regulated sector 
BSF�CBTFE�PO�B�QPJOU�TZTUFN�
the Woning Waarderings Stelsel 
	884
�XIJDI�EFUFSNJOFT�UIF�
NBYJNVN�SFOU�MFWFM�GPS�FBDI�
regulated rental dwelling. This 
TZTUFN�SFnFDUT�UIF�RVBMJUZ�
of a dwelling. Points are for 
FYBNQMF�TDPSFE�PO�TRVBSF�
NFUFST�UZQPMPHZ�FOFSHZ�
label and age. At this moment 
the point system is under 
review by the government in 
PSEFS�UP�JODPSQPSBUF�NBSLFU�
circumstances. 

'VSUIFSNPSF�UIF�ZFBSMZ�SFOU�
increases are restricted to a 
QFSDFOUBHF�CBTFE�PO�JOnBUJPO�
QMVT�B�QSFNJVN��5IJT�JOnBUJPO�
MJOLFE�SFOU�JODSFBTF�MJNJUT�
the possibilities of landlords 
UP�JODSFBTF�SFOUT�CVU�BMTP�
provides security of income to 
landlords. Figure twelve shows 
that the resulting rent pattern is 
BMNPTU�JO�MPDLTUFQ�XJUI�JOnBUJPO�
XIJDI�SFEVDFT�JOnBUJPO�SJTL�
considerably.

5IF�NBYJNVN�SFOU�MFWFM�CBTFE�
on the point system does not 
OFDFTTBSJMZ�SFnFDU�UIF�BDUVBM�
rent level at that time. Actual 
rents are often lower because 
NBSLFU�DJSDVNTUBODFT�EP�OPU�
allow for higher rent levels. In 
BEEJUJPO�UIF�BDUVBM�SFOU�JT�
BMTP�MPXFS�UIBO�UIF�NBSLFU�
rent because yearly rent 
increases of regulated rental 
dwellings are limited. This also 
holds for the regulated rental 
dwellings owned by institutional 
JOWFTUPST�XIJDI�NFBOT�UIBU�
these dwellings often have 
possibilities to enhance the 
rent.

Tenants of regulated dwellings 
are protected through security 
PG�UFOVSF�XIJDI�NFBOT�UIBU�UIF�
landlord cannot end the rental 
contract without a valid reason. 
A special rent arbitration 
committee can settle disputes 
between tenant and landlord.

'*(63&�58&-7&��3&/5�*/$3&"4&�-*/,&%�50�*/'-"5*0/
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Total = 100%
����������GZHOOLQJV

Rental� ����
$SSUR[�������PLOOLRQ�GZHOOLQJV

Housing associations� ����
$SSUR[�������PLOOLRQ�GZHOOLQJV

Institutional� ����
$SSUR[����������GZHOOLQJV

Private investor� ����
$SSUR[����������GZHOOLQJV

����regulated
���unregulated

Investors� ����
$SSUR[����������GZHOOLQJV

Owner-occupied� ����
$SSUR[�������PLOOLRQ�GZHOOLQJV

����regulated
����unregulated

����regulated
����unregulated

4PVSDF��$#4�	����I
�*1%�	����
�
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The non-regulated rental 
market
The protection of tenants of 
non-regulated dwellings is 
limited to the security of tenure. 
Rent levels can be set freely 
BOE�BSF�POMZ�CPVOE�CZ�NBSLFU�
circumstances. Rents can 
only be changed once a year. 
A tenant of a non-regulated 
rental dwelling is not able to 
mHIU�EJTQVUFT�UISPVHI�UIF�SFOU�
DPNNJUUFF�BOE�XJMM�IBWF�UP�mMF�
a lawsuit in case of disputes.

Restricted land policy 
protects landlords against 
oversupply 
Land policy in the Netherlands 
JT�WFSZ�SFTUSJDUJWF�BOE�IBT�
CFFO�TP�TJODF�UIF�����T��
.VOJDJQBMJUJFT�JOnVFODF�
supply through their own 
land positions and through 
UIF�[POJOH�QMBOT�UIFZ�DSFBUF��
These instruments have 
generally been used to create 
TDBSDJUZ�JO�UIF�IPVTJOH�NBSLFU��
This directly affects the 
development of new houses. 

&WFO�CFGPSF�UIF�DSJTJT�UIF�
supply of new dwellings 
generally fell behind the 
growth in the number of 
IPVTFIPMET�XIJDI�XBT�B�LFZ�
DPODFSO�GPS�QPMJDZ�NBLFST��
This is probably the reason 
why both house prices and 
house rents have increased 
TP�NVDI�JO�UIF�MBTU�mWF�
decades. The limited supply 

of new houses is not caused 
by local government policy 
BMPOF��4USJDU�SJTL�NBOBHFNFOU�
by housing developers plays 
a very important role as well. 
Dutch housing developers 
generally start building when at 
least 70% of the dwellings in a 
project is pre-sold. This was the 
DBTF�CFGPSF�UIF�DSJTJT�BOE�TUJMM�
is. So the crisis was not caused 
by oversupply of houses due 
UP�TQFDVMBUJWF�DPOTUSVDUJPO��PO�
UIF�DPOUSBSZ�TVQQMZ�XBT�MPX�UP�
begin with and the reduction in 
demand has translated into a 
strong fall in the supply of new 
EXFMMJOHT�QVUUJOH�B�nPPS�VOEFS�
prices. This has probably 
reduced the fall in house prices 
during the recent crisis.

OWNERSHIP ON THE
DUTCH HOUSING 
MARKET
Increase in home ownership
)PNF�PXOFSTIJQ�IBT�CFFO�
highly stimulated in the 
Netherlands over the past 
EFDBEFT��5ISPVHI�UBY�SFCBUFT�
PO�NPSUHBHF�JOUFSFTU�QBZNFOUT�
Dutch home owners have 
TVCTUBOUJBM�mOBODJBM�CFOFmUT�
over tenants. Partly as a result 
PG�UIBU�UIF�OVNCFS�PG�IPNF�
owners has increased from 
BSPVOE�����NJMMJPO�JO������UP�
4.1 million in 2012.

Social housing providers 
have a dominant position in 
the Netherlands
In order to provide for 
affordable housing to lower 
income groups Dutch social 
housing providers have 
USBEJUJPOBMMZ�CFFO�TVCTJEJ[FE�
through state guarantees on 
their loans and lower land 
prices. In this way they were 
able to build dwellings at lower 
prices and set lower rent levels 
for their tenants. The main 
target group of social housing 

providers are households with a 
yearly income of less than 
é�������	+BOVBSZ�����
�
 
$VSSFOUMZ�TPDJBM�IPVTJOH�
providers own as many as 
�����NJMMJPO�EXFMMJOHT�XIJDI�
JT�BQQSPYJNBUFMZ�����PG�UIF�
UPUBM�IPVTJOH�TUPDL�JO�UIF�
/FUIFSMBOET�	$#4�����I
��5IF�
majority of their dwellings are 
regulated by the government 
	���
�BOE�BSF�TJUVBUFE�JO�UIF�
rural areas outside the main 
cities.

Institutional investments in 
residential property
Institutional investors own 
�������EXFMMJOHT�JO�UIF�
/FUIFSMBOET�XIJDI�BNPVOUT�UP�
2% of all dwellings (based on 
EBUB�GSPN�*1%�XIJDI�SFQSFTFOUT�
77% of all institutional 
EXFMMJOHT�����
��8IFSFBT�
other landlords mainly focus 
PO�UIF�SVSBM�BSFBT�JOTUJUVUJPOBM�
investors predominantly own 
dwellings in the urban areas in 
the Netherlands. Their housing 
TUPDL�JT�EJWJEFE�CFUXFFO�
����SFHVMBUFE�BOE�����
OPO�SFHVMBUFE�	.JOJTUSZ�PG�UIF�
*OUFSJPS�BOE�,JOHEPN�3FMBUJPOT�
����
��5IF�GBDU�UIBU�JOTUJUVUJPOBM�
investors focus more and 
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'*(63&�5)*35&&/��08/&34)*1�%65$)�)064*/(�450$,"EEJUJPOBMMZ�NPSF�UIBO�POF�
million tenants of regulated 
rental dwellings are eligible for 
a subsidy on the rental costs. 
When the income of a tenant is 
OPU�TVGmDJFOU�	CFMPX�é�������
GPS�TJOHMF�QFSTPO�BOE�é�������
GPS�NVMUJ�QFSTPO�IPVTFIPMET
�
	T
IF�SFDFJWFT�B�TVCTJEZ��5IJT�
subsidy secures landlords of 
regulated rental dwelling that 
tenants are able to pay their 
rent at all times.

.
JMMJ
PO

T
4PVSDF��"#'�3FTFBSDI�	����D


12



Spring 2014

more on the non-regulated 
SFOUBM�TFDUPS�JT�FYQSFTTFE�
in the fact that new projects 
OFBSMZ�FYDMVTJWFMZ�JODMVEF�
non-regulated rental dwellings. 
"MTP�NPTU�PG�UIFJS�DVSSFOUMZ�
regulated dwellings have the 
QPUFOUJBM�UP�CF�OPO�SFHVMBUFE�
CBTFE�PO�UIF�NBYJNVN�SFOU�
TP�XIFO�OFX�UFOBOUT�DPNF�JO�
they can increase the rents on 
these dwellings. 

In the Netherlands it is very 
common that a landlord at 
one point starts selling off 
JOEJWJEVBM�EXFMMJOHT�FJUIFS�UP�
UIF�FYJTUJOH�UFOBOU�PS�UP�BOPUIFS�
households. This provides 
landlords in the Netherlands 
UIF�QPTTJCJMJUZ�UP�DBQJUBMJ[F�UIF�
indirect return and furthermore 
allows them to renew their 

IPVTJOH�TUPDL�CZ�SFJOWFTUJOH�
their proceeds from these 
sales. This possibility enhances 
the liquidity of residential 
property investments and 
QSPWJEFT�TVCTUBOUJBM�CFOFmUT�
over commercial investments. 

The fact that institutional 
investors continuously renew 
UIFJS�IPVTJOH�TUPDL�JT�SFnFDUFE�
in the average age of their 
dwellings. The average age of 
dwellings owned by institutional 
JOWFTUPST�JT����ZFBST�XIFSFBT�
the average age of the 
UPUBM�IPVTJOH�TUPDL�JO�UIF�
/FUIFSMBOET�JT����ZFBST�	$#4�
����H�BOE�*7#/�����
�

OVERVIEW OF LEGISLATION, TAXES AND SUBSIDIES 
Land use regulation  

t�Land supply is restricted at all 
MFWFMT�PG�%VUDI�HPWFSONFOU��
OBUJPOBM�QSPWJODJBM�BOE�NVOJDJQBM��
The government has strong 
control over housing supply and 
PWFSTVQQMZ�JT�VOMJLFMZ� 

Taxes and subsidies: owner-
occupied market

t�5IF�%VUDI�UBY�TZTUFN�QSPWJEFT�
home owners with the possibility to 
subtract the interest paid on their 
mortgage from their gross income 
and thereby to reduce the amount 
PG�JODPNF�UBY�UIFZ�OFFE�UP�QBZ��
These subsidies to home-owners 
have recently been limited. 

t� *O�UIF�/FUIFSMBOET�PXOFS�
occupation is considered as 
income out of house. Therefore 
home owners have to pay income 
UBY�PO�BQQSPYJNBUFMZ������PG�UIF�
assessed value of their dwelling.

t� �%VUDI�QSPQFSUZ�	PS�MBOE�WBMVF
�
UBY�JT�DMBJNFE�BOOVBMMZ�CZ�
municipalities. The level of property 
UBY�EFQFOET�PO�UIF�NVOJDJQBMJUZ�
and ranges from 0.04% to 0.21% of 
the assessed value. 

t�To support owner-occupancy in 
UIF�/FUIFSMBOET�UIF�HPWFSONFOU�
gives a guarantee on low-level 
NPSUHBHFT�UP�SFEVDF�UIF�SJTLT�GPS�
UIF�mOBODFS�BOE�MPXFS�UIF�JOUFSFTU�
SBUF�GPS�UIF�MFOEFS��UIF�/)(�
	/BUJPOBMF�)ZQPUIFFL�(BSBOUJF
��
This guarantee will be limited in the 
coming years. 

t�5SBOTGFS�UBY�JT�QBJE�XIFO�BO�
FYJTUJOH�EXFMMJOH�JT�CPVHIU�BOE�
WBMVF�BEEFE�UBY�JT�QBJE�GPS�UIF�
construction of new dwellings 
BOE�SFOPWBUJPOT��5SBOTGFS�UBY�IBT�
recently been permanently lowered 
from 6% to 2%. 
 
 

Taxes and subsidies: rental market 

t�As of January 1st 2013 landlords 
of regulated rental dwellings (rent 
MFWFM���é�����QFS�NPOUI
�QBZ�B�UBY�
based on the assessed value of the 
EXFMMJOH�	BQQSPYJNBUFMZ�������JO�
�����HSPXJOH�UP�������JO�����
� 

t�)PVTJOH�BMMPXBODF�JT�B�HPWFSONFOU�
subsidy to low-income households 
with relatively high rental costs. 
The allowance is only available for 
regulated rental dwellings (rent 
MFWFM���é����
� 
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RESIDENTIAL 
MORTGAGE DEBT
Increasing mortgage debt
Since 2000 the total 
NPSUHBHF�EFCU�UP�(%1�SBUJP�
has increased rapidly in the 
Netherlands. This is caused 
CZ�GPVS�GBDUPST��BO�JODSFBTJOH�
OVNCFS�PG�IPNF�PXOFST�	����
JO������UP�����JO�����
�BO�
increase in housing prices 
and subsequently higher 
NPSUHBHFT�UIF�XJMMJOHOFTT�
PG�IPNF�CVZFST�UP�UBLF�PVU�B�
higher mortgage compared to 
the underlying value of their 
EXFMMJOH�BOE�CZ�UIF�HSPXJOH�
popularity of mortgages that 
EP�OPU�	EJSFDUMZ
�BNPSUJ[F��"T�
B�SFTVMU�UIF�UPUBM�NPSUHBHF�
debt in the Netherlands has 
grown from € 298 billion in 
�����UP�é�����CJMMJPO�JO������
	7FSFOJHJOH�&JHFO�)VJT�BOE�%F�
"SHVNFOUFOGBCSJFL�����
�

Unique Dutch
mortgage structure
#FDBVTF�UBY�EFEVDUJPO�PO�
mortgage interest was until 
recently allowed for all types of 
NPSUHBHFT�NBOZ�IPVTFIPMET�
chose an interest-only 
NPSUHBHF�B�TBWJOHT�NPSUHBHF�
or an investment mortgage. 
For the savings and investment 
mortgages the borrower 
deposits a monthly (pre-
TQFDJmFE
�BNPVOU�PG�NPOFZ�
into a savings or investment 
BDDPVOU�XIJDI�JT�FYDMVTJWFMZ�
BGmYFE�UP�UIF�NPSUHBHF��"U�
the end of the duration of the 
mortgage the deposit is used 
to pay off the loan. These three 
mortgage structures allow 
the borrower to deduct the 
NBYJNVN�JOUFSFTU�GSPN�UIFJS�
UBYBCMF�JODPNF�
In international comparisons 
the deposits on savings and 
investment mortgages are 
PGUFO�OPU�UBLFO�JOUP�BDDPVOU�
thus overstating the value 
of the outstanding Dutch 

mortgage debt. For a more 
realistic comparison these 
deposits should be deducted 
from the total mortgage debt. 
6OGPSUVOBUFMZ�EBUB�PO�UIF�
EFQPTJUT�BGmYFE�UP�NPSUHBHFT�
BSF�OPU�BWBJMBCMF��)PXFWFS�UIJT�
information is included in the 
data on the total balance sheet 
of households presented yearly 
by the Statistics Netherlands 
	$#4
�

Figure fourteen shows that the 
balance sheet of the average 
household in the Netherlands 
JT�WFSZ�QPTJUJWF�EFTQJUF�UIF�
high mortgage debt. The 
outstanding mortgage debt is 
just over half of the combined 
value of all owner-occupied 
houses. If one combines that 
XJUI�PUIFS�BTTFUT�BOE�MJBCJMJUJFT�
the net combined capital of 
%VUDI�IPVTFIPMET�JT�é������
billion. 

2YHUYDOXH�DQG�¶XQGHUZDWHU·�
mortgages
The balance sheet also shows 
that the difference between 
the value of dwellings and 
mortgage debt is more than 
é�����CJMMJPO�JO�UPUBM��%JWJEFE�
by the total number of home 
owners that is on average 
é��������PG�PWFSWBMVF��

Although the total net equity 
PO�IPVTFT�JT�IJHIMZ�QPTJUJWF�
there is also a large group of 

é�����

é�����

€ 800

€ 400

€ 0

¤ 1,158 - ¤ 652

¤ 506

¤ 758
- ¤ 95

¤ 1,167

)PVTF�WBMVF .PSUHBHF�EFCU 0WFSWBMVF 0UIFS�BTTFUT 0UIFS�EFCU $BQJUBM

'*(63&�'0635&&/��505"-�"44&54�"/%�-*"#*-*5*&4�%65$)�)064&)0-%4�	����
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.PSFPWFS�UIF�MBSHF�NPSUHBHF�
debt is put into perspective by 
UIF�FYUFOTJWF�QFOTJPO�TDIFNF�
JO�UIF�/FUIFSMBOET�XIJDI�JT�OPU�
included in the balance sheet. 
Due to high collective pension 
schemes and individual savings 
the Dutch households do not 
have the same need to save as 
much as in other countries for 
life after retirement.

4PVSDF��$#4�	����
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Monthly payments
remain good
Payment behaviour by Dutch 
households is traditionally 
WFSZ�HPPE�CPUI�JO�UIF�PXOFS�
PDDVQJFE�NBSLFU�BOE�JO�UIF�
SFOUBM�NBSLFU��5P�TUBSU�XJUI�
UIF�GPSNFS��POF�FGGFDU�PG�UIF�
mOBODJBM�DSJTJT�IBT�CFFO�UIBU�
the number of home owners 
with arrears on their mortgage 
payment has increased. It was 
KVTU�PWFS�������JO������BOE�

TMJHIUMZ�PWFS�������JO�������*O�
UIJT�TUBUJTUJD�IPNF�PXOFST�BSF�
counted as having an arrear on 
their mortgage payment if they 
failed to pay for over 120 days. 
Although this increase seems 
ESBNBUJD�UIJT�NFBOT�UIBU�POMZ�
2% of all home owners have 
EJGmDVMUJFT�XJUI�UIFJS�NPSUHBHF�
QBZNFOUT��4USBUFHJD�EFGBVMU�JO�
XIJDI�IPVTFIPMET�XBML�BXBZ�
from their house if its value 
falls below the value of the 
NPSUHBHF�JT�WFSZ�SBSF�EVF�UP�
the fact that Dutch mortgage 
debts are full recourse. That 
NBLFT�UIF�PQUJPO�UP�EFGBVMU�
unattractive.
 
0O�UIF�SFOUBM�NBSLFU�QBZNFOUT�
BSF�FWFO�CFUUFS��"QQSPYJNBUFMZ�
1% of all tenants of institutional 
investors have an arrear on 
their monthly rental payments 
of 30 days or more. This means 
income streams are stable and 
management costs can be 
restricted.

'*(63&�'*'5&&/��"33&"34�0/�3&/5"-�1":.&/54
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2%

households with a mortgage 
debt that is higher than the 
value of the house. At the end 
PG������BSPVOE�����NJMMJPO�
households had such an 
‘underwater‘ mortgage. The 
total negative equity of these 
IPVTFIPMET�XBT�é����CJMMJPO�
	%/#�����
��5IJT�HSPVQ�
constitutes mostly of young 
households that bought their 
house in the last ten years 
BOE�EJE�OPU�BNPSUJ[F�PS�TBWF�
TJHOJmDBOUMZ��

4PVSDF��%BUB�QSPWJEFE�CZ�UIF�JOJUJBUJOH�JOTUJUVUJPOBM�GVOE�NBOBHFST
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GDP Growth
5IF�mOBODJBM�DSJTJT�BGGFDUFE�UIF�EFWFMPQNFOU�
PG�(%1�GPS�BMM�&VSPQFBO�FDPOPNJFT��(%1�
growth dropped and was even negative for 
all comparable countries in 2009. After 2009 
most countries showed some recovery. In 
the Netherlands the recovery seems to have 
UBLFO�MPOHFS�UIBO�JO�UIF�PUIFS�DPVOUSJFT�XIJDI�
TIPXT�JO�UIF�NPTU�SFDFOU�EBUB�GPS�UIF�SFBM�(%1�
growth rates in the Netherlands - negative 
GPS�CPUI������	�����
�BOE������	�����
��
)PXFWFS�GPSFDBTUT�BSF�TMPXMZ�CSJHIUFOJOH�
VQ�QSFEJDUJOH�B�TNBMM�HSPXUI�GPS������	����
�
BOE������	����
�KVTU�MJLF�JO�UIF�PUIFS�mWF�
countries.

8QHPSOR\PHQW��LQÁDWLRQ 
DQG�JRYHUQPHQW�ÀQDQFHV
%VSJOH�UIF�mOBODJBM�DSJTJT�BO�JODSFBTJOH�
number of people lost their job in the 
Netherlands - the unemployment rate 
increased from 3.8% in 2008 to 8.2% in 
/PWFNCFS������	$#4�����G
��)PXFWFS�
DPNQBSFE�UP�PUIFS�&VSPQFBO�DPVOUSJFT�UIF�
VOFNQMPZNFOU�SBUF�JT�TUJMM�NPEFSBUF�	0&$%�
����
��'PSFDBTUT�GPS�UIF�VOFNQMPZNFOU�MFWFM�
in the Netherlands are still slightly negative 
GPS�������*O������UIF�VOFNQMPZNFOU�SBUF�JT�
FYQFDUFE�UP�JNQSPWF�

*OnBUJPO�JO�UIF�/FUIFSMBOET�IBT�CFFO�
NPEFSBUF�JO�SFDFOU�ZFBST�	����
�BOE�JT�
FYQFDUFE�UP�EFDMJOF�JO������BOE������UP�
BQQSPYJNBUFMZ������	%/#�����
��5IJT�JT�
positive for the purchasing power of Dutch 
IPVTFIPMET�XIJDI�IBT�TMJHIUMZ�EFDSFBTFE�
over the past few years. 
"U�UIF�TUBSU�PG�UIF�mOBODJBM�DSJTJT�JO������UIF�
government debt of the Netherlands was 
TJHOJmDBOUMZ�CFMPX�UIF�&6�EJSFDUJWFT�PG�����
PG�(%1��)PXFWFS�JO�UIF�GPMMPXJOH�mWF�ZFBST�
JU�JODSFBTFE�GSPN�����UP�PWFS������"MTP�UIF�
government budget changed from a surplus 
JO������UP�B�EFmDJU�JO�UIF�GPMMPXJOH�ZFBST��
$VSSFOUMZ�UIF�CVEHFU�EFmDJU�JT�TUJMM�BCPWF�UIF�
&6�NBYJNVN�PG�����5IBU�JT�XIZ�UIF�%VUDI�
government is forced to implement continuing 
CVEHFUBSZ�DVUT�PWFS�UIF�OFYU�ZFBST��

&RQVXPHU�FRQÀGHQFH
0OF�PG�UIF�NBJO�JOEJDBUPST�GPS�UIF�FDPOPNJD�
PVUMPPL�PG�B�DPVOUSZ�JT�DPOTVNFS�DPOmEFODF��
*O�UIF�/FUIFSMBOET�UIF�DPOTVNFS�DPOmEFODF�
was very low over the past years. But is has 
SFDFOUMZ�TUBSUFE�UP�JNQSPWF�HBJOJOH����QPJOUT�
over the last ten months alone. This may be a 
sign for a period in which the Dutch economy 
will strengthen. The other countries largely 
show a comparable growth in consumer 
DPOmEFODF�XJUI�UIF�POMZ�FYDFQUJPO�CFJOH�
'SBODF�XIFSF�DPOTVNFST�TUBZ�HMPPNZ�

THE ECONOMIC SITUATION

'*(63&�&*()5&&/��$0/46.&3�$0/'*%&/$&
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INDICATORS FOR INVESTING IN DUTCH 
RESIDENTIAL MARKETS ARE POSITIVE
After some years of economic 
EJGmDVMUZ�BOE�EJTUSFTT�PO�
UIF�%VUDI�IPVTJOH�NBSLFU�
the most recent signs are 
QPTJUJWF��%VSJOH�UIF�EJGmDVMU�
years all Dutch real estate 
investments have shown low 
or even negative returns. 
5IF�SFTJEFOUJBM�NBSLFU�JT�
OP�FYDFQUJPO��QSJDFT�IBWF�
GBMMFO��#VU�XIJMF�UIFTF�EJGmDVMU�
times have been tough for 
FYJTUJOH�JOWFTUPST�UIFZ�PGGFS�
good opportunities for new 
investments. 

This chapter will elaborate 
on the strong fundamentals 
for residential property 
investments in the Netherlands 
BU�UIJT�NPNFOU��'PS�POF�UIF�
limited supply development 
assures an upward pressure 
on the already restored pricing 
PO�UIF�%VUDI�IPVTJOH�NBSLFU��
"MTP�DIBOHFE�HPWFSONFOU�
policies will restore the balance 
between the different housing 
TFDUPST�BJNJOH�UP�PGGFS�
households an even choice 
between home ownership and 
SFOUJOH�FJUIFS�PO�UIF�SFHVMBUFE�
or the non-regulated rental 
NBSLFU�

*O�FGGFDU�JU�JT�MJLFMZ�UIBU�UIJT�XJMM�
lead to an increased non-
SFHVMBUFE�SFOUBM�TFDUPS�XIJDI�
will provide a solution for the 
middle and higher income 
households who are not eligible 
for social housing and are 
not able to access the owner-
PDDVQJFE�NBSLFU�EVF�UP�TUSJDUFS�
rules for mortgages. 
 
Because social housing 
providers are forced to 
focus on the regulated 
SFOUBM�EXFMMJOHT�JOWFTUNFOU�
opportunities on the non-
SFHVMBUFE�SFOUBM�NBSLFU�NBZ�
arise. The long tradition 
in the IPD database for 
Dutch residential property 
proves that the institutional 

investment climate is present. 
All fundamentals for future 
investments are present. 

Steady increase in the 
number of households
The Dutch population has 
shown a steady growth rate 
over the past decades at 
an average of 0.83% per 
year. Due to the decreasing 
BWFSBHF�GBNJMZ�TJ[F�UIF�HSPXUI�
in the number of households 
has been even stronger. In 
2012 housing demand in 
the Netherlands increased 
CZ�������IPVTFIPMET��#VU�
the growth rates are slowly 
EFDMJOJOH��/FWFSUIFMFTT�PWFS�
UIF�OFYU�UFO�ZFBST�IPVTJOH�
EFNBOE�JT�FYQFDUFE�UP�
JODSFBTF�CZ�B�UPUBM�PG��������
households. 

$VSSFOU�FYQFDUBUJPOT�BSF�UIBU�
the number of households will 
continue to grow until around 
�����BGUFS�XIJDI�UIF�OVNCFS�PG�
households will reach a steady 
TUBUF��*OUFSFTUJOHMZ�UIF�GVUVSF�
growth in household numbers 
is almost fully attributed to 
an increase in the number 
of elderly single person 
households. The number of 
multiple person households 
JT�FYQFDUFE�UP�SFNBJO�UIF�
same. This may well affect 
the qualitative demand for 
dwelling.

Less construction of new 
dwellings leads to housing 
shortage
By the end of 2012 the 
/FUIFSMBOET�IBE�BQQSPYJNBUFMZ�
��������IPVTFIPMET�BOE�
��������EXFMMJOHT��5IJT�
discrepancy is absorbed by the 
FYJTUJOH�%VUDI�IPVTJOH�TVQQMZ��

INCREASING HOUSING  
SHORTAGE LEADS TO  
UPWARD PRESSURE  
ON PRICES

%VF�UP�UIF�mOBODJBM�DSJTJT�UIF�
construction of new dwellings 
IBT�EFDMJOFE��"GUFS�B�QFBL�
PG�BSPVOE�������EXFMMJOHT�
QFS�ZFBS�JO������BOE������
construction has dropped 
UP�VOEFS�������JO������BOE�
2011. 

0OF�PG�UIF�NBJO�JOEJDBUPST�GPS�
new construction is the number 
of building permits that have 
CFFO�HSBOUFE��6TVBMMZ�JU�UBLFT�
BQQSPYJNBUFMZ����NPOUIT�UP�
mOJTI�B�EXFMMJOH�BGUFS�B�QFSNJU�
has been granted. In 2012 
POMZ�������QFSNJUT�IBWF�CFFO�
granted. Figure twenty shows 
a further drop of another 30% 
GPS�UIF�mSTU�IBMG�PG�������5IF�
sharp decline in the number 
of building permits in 2012 
and 2013 means that housing 
construction will fall even 
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The most recent simulation on future housing demand 
suggests that household development will focus on the 
VSCBO�BSFBT�JO�UIF�/FUIFSMBOET�	"#'�3FTFBSDI�����
��
These urban areas include the larger cities in the ‘Randstad’ 
BSFB�MJLF�"NTUFSEBN�6USFDIU�BOE�5IF�)BHVF�BT�XFMM�BT�
TNBMMFS�DJUJFT�JO�UIF�QSPWJODF�/PSUI�#SBCBOU�MJLF� 
AT�)FSUPHFOCPTDI�#SFEB�BOE�&JOEIPWFO��*O�GBDU�NPTU�
VSCBO�BSFBT�JO�UIF�/FUIFSMBOET�BSF�FYQFDUFE�UP�GBDF�B�
HSPXJOH�OVNCFS�PG�IPVTFIPMET�PWFS�UIF�OFYU�DPVQMF�PG�
EFDBEFT��0VUTJEF�UIF�VSCBO�BSFBT�UIF�PVUMPPL�JT�WFSZ�
EJGGFSFOU��.BOZ�SVSBM�BSFBT�JO�UIF�OPSUIFSO�BOE�TPVUIFSO�QBSU�
PG�UIF�/FUIFSMBOET�BSF�FYQFDUFE�UP�GBDF�B�EFDMJOF�JO�IPVTJOH�
demand. 

5IF�EFNBOE�EFWFMPQNFOU�PO�UIF�IPVTJOH�NBSLFU�EJGGFST�
from the demand development on the commercial real 
FTUBUF�NBSLFU�XIJDI�UFOET�UP�GPDVT�FWFO�NPSF�PO�TPNF�
QSJNF�MPDBUJPOT�JO�UIF�/FUIFSMBOET�NBJOMZ�JO�BOE�BSPVOE�UIF�
larger cities in the ‘Randstad’. 

Distortion on the housing 
market targeted by recent 
housing reform
0WFS�UIF�QBTU�EFDBEFT�
UIF�IPVTJOH�NBSLFU�JO�UIF�
Netherlands has been distorted 
by government legislation. 
5IJT�JT�SFnFDUFE�JO�UXP�XBZT��
'JSTU�PXOFS�PDDVQBODZ�IBT�
been stimulated by the Dutch 
HPWFSONFOU�CZ�NFBOT�PG�UBY�
rebates on mortgage interest 
payments and by allowing high 
loan-to value and high loan-to-
income mortgages. 
4FDPOE�ZFBSMZ�SFOU�JODSFBTFT�
of regulated rental dwellings 
BSF�MJOLFE�UP�JOnBUJPO�	UFOBOU�
QSPUFDUJPO
�XIJDI�EPFT�OPU�

SFnFDU�NBSLFU�DJSDVNTUBODFT��
0WFS�UIF�ZFBST�UIF�NBSLFU�SFOU�
increased faster than the rent 
MJOLFE�UP�JOnBUJPO��5IJT�MFE�UP�
a situation where households 
who started renting a long time 
BHP�OPX�QBZ�GBS�MFTT�UIBO�UIF�
NBSLFU�SFOU��*O�TQJUF�PG�UIF�GBDU�
that income levels may allow 
IPVTFIPMET�UP�NPWF�UIFZ�BSF�
not willing to move because it 
results in a penalty (difference 
between low current rent and 
NBSLFU�SFOU
��5IJT�SFTVMUT�JO�MPX�
NPCJMJUZ�PO�UIF�IPVTJOH�NBSLFU�
and limits the availability of 
affordable dwellings for low 
income households. The 
MPXFS�NPCJMJUZ�JT�SFnFDUFE�JO�
UIF�BDUVBM�NPWFNFOUT�XIJDI�
declined by 19% over the past 
UISFF�ZFBST�	.JOJTUSZ�PG�UIF�
*OUFSJPS�BOE�,JOHEPN�3FMBUJPOT�
����
���

/FX�IPVTJOH�QPMJDZ�TFFLT�UP�
restore the balance on
UIF�IPVTJOH�NBSLFU��5IF�
goal of these reforms is that 
households are offered a 
balanced choice between 
SFOUJOH�FJUIFS�PO�UIF�SFHVMBUFE�

PS�OPO�SFHVMBUFE�SFOUBM�NBSLFU�
and owner-occupancy. The 
following changes should 
SFTUPSF�CBMBODF�PO�UIF�NBSLFU�

Reducing tax rebate on 
mortgage interest
Until recently the Netherlands 
was one of the few countries 
XJUI�B�	GVMM
�UBY�SFCBUF�PO�
NPSUHBHF�JOUFSFTU�QBZNFOUT�
which created an incentive to 
increase household leverage 
and thus increased macro-
mOBODJBM�SJTL��5P�SFEVDF�UIJT�
SJTL�BOE�BT�B�NFBTVSF�GPS�
CVEHFUBSZ�DVUT�UIF�%VUDI�
government has recently 
changed the legislation 
SFHBSEJOH�UIF�UBY�SFCBUF�PO�
mortgage interest payments. 
4UBSUJOH�JO������UIF�NBYJNVN�
UBY�SFCBUF�GPS�DVSSFOU�
mortgages will decrease by 
�����BOOVBMMZ�GSPN�����UP�
38% in 2041. 

4JODF�UIF�TUBSU�PG������UIF�UBY�
rebate is only allowed for new 
BOOVJUZ�NPSUHBHFT�GPS�XIJDI�
home owners are obliged to pay 
off their whole mortgage within 

POLICY CHANGES 
RESTORE THE 
BALANCE ON THE 
HOUSING MARKET
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further in the coming years. 
This implies that new supply 
will be lower than the growth in 
EFNBOE�XIJDI�XJMM�QVU�VQXBSE�
pressure on prices.

&YQFDUFE�IPVTFIPME�EFWFMPQNFOU�QFS�
NVOJDJQBMJUZ�	�����������
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30 years. This is not the case for 
FYJTUJOH�NPSUHBHFT��%VF�UP�UIF�
PCMJHBUPSZ�BNPSUJ[BUJPO�NPOUIMZ�
housing costs for new home 
owners will increase.

Stricter rules for new 
mortgages
(PWFSONFOU�SFGPSNT�PO�UIF�
PXOFS�PDDVQBODZ�NBSLFU�BMTP�
focus on the total mortgage 
debt. In the Netherlands 
UIF�NBYJNVN�NPSUHBHF�B�
household can borrow is based 
on the value of the underlying 
BTTFU�	MPBO�UP�WBMVF�SBUJP
�BT�
well as their income and the 
monthly mortgage costs (loan-
UP�JODPNF�SBUJP
�
*O������UIF�NBYJNVN�MPBO�UP�
value ratio for new mortgages 
was restricted to 110%. Since 
�����UIF�NBYJNVN�MPBO�UP�
value ratio is further lowered 
to 104% and will fall to 100% 
in 2018. The additional 
percentage was used by 
IPVTFIPMET�UP�mOBODF�UIF�
transaction costs. Because 
UIJT�XJMM�OP�MPOHFS�CF�	GVMMZ
�
QPTTJCMF�IPVTFIPMET�XJMM�CF�
required to save a substantial 
amount of money before they 
can purchase a dwelling. 
Subsequently starters are more 
MJLFMZ�UP�SFOU�B�EXFMMJOH�BU�mSTU�
before buying one.
Because the purchasing power 
of Dutch households has 
declined in the years after the 
mOBODJBM�DSJTJT�UIF�/BUJPOBM�

Institute for Family Finance 
*OGPSNBUJPO�	/*#6%
�MPXFSFE�
UIF�NBYJNVN�MPBO�UP�JODPNF�
ratio for new mortgages. Figure 
twenty-two shows that the 
loan capacity of households 
with various incomes declined 
by at least 11% over the last 
mWF�ZFBST��5IJT�IBT�CFFO�
an important driver for the 
declining house prices in recent 
years. 

Income based rent increase
To restore the balance on 
UIF�SFOUBM�NBSLFU�UIF�%VUDI�
government allows landlords 
to increase regulated rent 
MFWFMT�XJUI�MBTU�ZFBS�T�JOnBUJPO�
plus an income based 
premium. Because landlords 
may increase regulated rents 
GBTUFS�UIFTF�SFOU�MFWFMT�XJMM�
BQQSPYJNBUF�UIF�NBSLFU�SFOU�
in the near future. The rent 
increase restores the balance 
between the regulated and 
OPO�SFHVMBUFE�SFOUBM�NBSLFU�
and ensures that tenants of 
regulated rental dwellings 
BSF�NPSF�MJLFMZ�UP�NPWF�UP�B�
OPO�SFHVMBUFE�SFOUBM�EXFMMJOH�
because the gap between the 
rent levels is reduced.

Shift towards the non-
regulated rental sector
Simulations suggests that 
housing reforms will result in a 
more balanced choice between 
renting and owner-occupancy 

'*(63&�58&/5:�580��-0"/�$"1"$*5:
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-16%

PO�UIF�%VUDI�IPVTJOH�NBSLFU�
	"#'�SFTFBSDI�����C
��"T�B�
SFTVMU�UIF�GVUVSF�EFNBOE�GPS�
non-regulated rental dwellings 
will grow substantially. The 
increase would be somewhere 
CFUXFFO��������	���
�
EXFMMJOHT�BOE��������	����
�
EXFMMJOHT�PWFS�UIF�OFYU�UXFOUZ�
years. For the owner-occupied 
NBSLFU�EFNBOE�JT�QSFEJDUFE�
to increase with percentages 
between 13% and 20%. The 
SFHVMBUFE�SFOUBM�NBSLFU�JT�UIF�
POMZ�NBSLFU�XIJDI�JT�MJLFMZ�UP�
GBDF�B�EFDMJOF�JO�EFNBOE�������
to -16%.
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BALANCE BETWEEN 
HOUSE PRICES AND 
RENT LEVELS IS 
RESTORED

Correction in house prices
#FGPSF�UIF�mOBODJBM�DSJTJT�BOE�
FTQFDJBMMZ�TJODF������IPVTF�
prices in the Netherlands have 
steadily grown. During this 
period the development of 
average house prices was in 
OP�ZFBS�OFHBUJWF�OPU�FWFO�JO�
real terms. Real house prices 
JODSFBTFE�CZ������BOOVBMMZ��
The large increase in house 
prices was mainly caused 
by the improved mortgage 
DBQBDJUJFT�GPS�	OFX
�IPNF�
owners.  

4JODF�UIF�TUBSU�PG�UIF�mOBODJBM�
crisis a substantial price 
DPSSFDUJPO�IBT�UBLFO�QMBDF�
PO�UIF�%VUDI�IPVTJOH�NBSLFU��
.BJOMZ�EVF�UP�HPWFSONFOU�
interventions on the mortgage 
NBSLFU�IPVTF�QSJDFT�IBWF�
EFDMJOFE�GPS�mWF�ZFBST�JO�B�
row. The price of an average 
dwelling has dropped from  
é��������JO������UP�é��������
at the end of 2013 – real house 
QSJDFT�ESPQQFE�CZ������QFS�
year. This means that real 
IPVTF�QSJDFT�BSF�OPX�CBDL�BU�
their level of 2000.

Higher rent levels
.PTU�PG�UIF�SFOUBM�NBSLFU�
is regulated by the Dutch 
government. This means that 
the annual rent increase for 
tenants is restricted. Before 
2000 rental prices increased by 
JOnBUJPO�QMVT�B�NBSL�VQ�PG�PO�
BWFSBHF����QFS�ZFBS��#FUXFFO�
2001 and 2004 the yearly 
rent increase for regulated 
dwellings was determined 
CZ�UIF�BWFSBHF�JOnBUJPO�SBUF�
PG�UIF�QSFDFEJOH�mWF�ZFBST��
3FOUBM�JODSFBTFT�PWFS������
and 2006 were based on last 
ZFBS�T�JOnBUJPO�QMVT�B�NBSL�VQ�

PG�������#FUXFFO������BOE�
�����UIF�NBYJNVN�BOOVBM�
rent increase for regulated 
dwellings was equal to last 
ZFBS�T�JOnBUJPO�POMZ��4JODF�
�����UIF�BOOVBM�SFOU�JODSFBTF�
for regulated dwellings is 
determined by last year’s 
JOnBUJPO�QMVT�B�QSFNJVN�CBTFE�
on the household income of 
UIF�UFOBOUT�	CFUXFFO������
BOE�����
��5IF�SFOU�JODSFBTF�
JT�FYQFDUFE�UP�DPOUJOVF�JO�UIF�
coming years until rent levels 
BSF�NPSF�JO�MJOF�XJUI�NBSLFU�
rents. 

Restored pricing on the 
Dutch housing market
The house price-to-rent ratio is 
B�HPPE�ZBSETUJDL�PG�UIF�QSJDJOH�
of residential investments. It 
is the price an investor has 
to pay for the annual cash 
nPXT�UIBU�BSF�HFOFSBUFE��*G�
UIF�SBUJP�JT�	NVDI
�IJHIFS�
UIBO�JUT�IJTUPSJD�BWFSBHF�UIF�
NBSLFU�JT�FYQFOTJWF�BOE�WJDF�
WFSTB��*U�JT�UIF�IPVTJOH�NBSLFU�
FRVJWBMFOU�PG�UIF�XFMM�LOPXO�
price-earnings ratio that is 
commonly used to determine 
XIFUIFS�TUPDLT�BSF�PWFS��PS�
underpriced.

'JHVSF�UXFOUZ�mWF�TIPXT�UIF�
long-term average for the 
QBTU����ZFBST�	����������
��
The graph suggests that 
Dutch house prices were not 
in balance with rent levels 
BSPVOE�������UIF�NBSLFU�XBT�
VOEFSQSJDFE��#VU�TJODF�UIFO�
UIF�%VUDI�NBSLFU�IBT�TIPXO�
a steep incline that lasted until 
������)PVTF�QSJDFT�IBWF�HSPXO�
more than twice as fast as rents 
during this period. By 2008 
house prices were again quite 
GBS�PVU�PG�CBMBODF�CVU�OPX�PO�
UIF�FYQFOTJWF�TJEF��4JODF������
UIF�NBSLFU�IBT�UFOEFE�CBDL�UP�
JUT�FRVJMJCSJVN��EFDMJOJOH�IPVTF�
prices and higher rent levels 
NFBO�UIBU�NBSLFU�CBMBODF�JT�
now as good as restored. 
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$PNQBSJOH�UIF�%VUDI�
FYQFSJFODF�UP�UIF�PUIFS�mWF�
DPVOUSJFT�XF�DBO�TFF�UIF�
IPVTJOH�NBSLFU�JO�UIF�6OJUFE�
Kingdom resembles the Dutch 
developments. But this is not 
the case for the other countries.  
In Sweden and France house 
prices have seen a comparable 
JODSFBTF�VOUJM������CVU�UIFTF�
NBSLFUT�IBWF�OPU�	ZFU
�TFFO�
a correction and prices are 
still quite far above the long 
UFSN�BWFSBHF��(FSNBOZ�BOE�
4XJU[FSMBOE�BSF�WFSZ�EJGGFSFOU�
GSPN�UIF�PUIFS�GPVS�NBSLFUT��
both countries did not see a 
NBSLFU�CPPN�CFGPSF������OPS�
do they see a price decline 
OPX��0O�UIF�DPOUSBSZ�IPVTF�
prices have been going up 
in both countries in the last 
mWF�ZFBST��5IF�EJGGFSFODFT�JO�
the development of the price-
to-rent ratio underscores the 
non-synchronous behaviour of 
IPVTJOH�NBSLFUT�BOE�TIPXT�
UIBU�JOUFSOBUJPOBM�EJWFSTJmDBUJPO�
in housing reduces an 
JOWFTUPS�T�FYQPTVSF�UP�UIF�
NBSLFU�DZDMF�

3FBM�SFOU�MFWFMT�	��������

Real house prices 	��������
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'*(63&�58&/5:�'063��3&"-�3&/54�"/%�)064&�13*$&4 THE AVAILABILITY 
OF RESIDENTIAL 
INVESTMENTS WILL 
GROW

/HYHO�SOD\LQJ�ÀHOG�RQ�WKH�
non-regulated rental market 
Social housing providers 
mainly focus on the regulated 
SFOUBM�TFDUPS��)PXFWFS�JO�
SFDFOU�ZFBST�UIFZ�IBWF�BMTP�
provided housing to middle- 
and higher income groups in 
the non-regulated rental sector. 
5IF�mOBODJBM�CFOFmUT�TPDJBM�
IPVTJOH�QSPWJEFST�SFDFJWFE�
led to unfair competition with 
the non-regulated rental sector. 
'PMMPXJOH�&6�SFHVMBUJPO�
the Dutch government is 
now forcing social housing 
providers to refocus their 
BUUFOUJPO�PO�UIFJS�DPSF�UBTL���
state aid is limited to regulated 
rental dwellings with a monthly 

rent level under € 699. This will 
FOIBODF�UIF�MFWFM�QMBZJOH�mFME�
on the non-regulated rental 
sector with other landlords 
MJLF�JOTUJUVUJPOBM�JOWFTUPST��
5IF�JOWPMWFNFOU�PG�UIF�&6�
ascertains that the new rules 
are here to stay.

Investment opportunities 
on the non-regulated rental 
market
The government has 
indicated that at least one 
million regulated houses 
have the potential to be non-
SFHVMBUFE�CBTFE�PO�UIFJS�
quality characteristics. Due 
to the fact that a level playing 
mFME�JT�CFJOH�DSFBUFE�PO�UIF�
non-regulated rental sector 
and because social housing 
QSPWJEFST�BSF�QSFTTVSJ[FE�
to focus on the regulated 
SFOUBM�NBSLFU�UIF�JOWFTUNFOU�
opportunities for institutional 

investors on the non-regulated 
SFOUBM�TFDUPS�BSF�FYQFDUFE�UP�
grow. 

The fundamentals for 
Dutch residential property 
JOWFTUNFOUT�IBWF�EFmOJUFMZ�
improved in recent years. 
$IBOHFE�IPVTJOH�QPMJDZ�JT�
restoring the balance on the 
IPVTJOH�NBSLFU�BOE�XJMM�MFBE�
to an balanced choice for 
households between home 
PXOFSTIJQ�BOE�SFOUJOH�FJUIFS�
on the regulated or the non-
SFHVMBUFE�SFOUBM�NBSLFU��"OE�
XIJMF�UIF�QSJDFT�BSF�SFTUPSJOH�
the increasing housing 
shortage ensures upward 
pressure on house prices. 
*U�JT�MJLFMZ�UIBU�JOWFTUNFOU�
opportunities on the Dutch 
SFTJEFOUJBM�NBSLFU�XJMM�HSPX�JO�
the years to come.
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