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A few points to set the scene

y



House prices and rents have risen sharply over time in
many OECD countries...

Real rents and house prices, 2000-2019 percentage change
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Source: Brick by Brick: Building Better Housing Policies, OECD (2021).
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... essentially because supply has not kept up with demand,
even within countries

Regional housing supply responsiveness
(A higher number indicates a more responsive supply)

USA o o
SWE o @

PRT o o

NLD ) [ )

GBR o ®

FRA o (]

DNK @ (]

CHE ® O

CAN o ®

AUS o (]

1 2 3 4
Metropolitan housing supply elasticities

Source: Bétin and Ziemann (OECD, 2019)



As a result, housing has become less affordable, especially among
low-income households

Share of population in bottom income quintile spending more than 40% of
disposable income on mortgage and rent
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Source: Brick by Brick: Building Better Housing Policies, OECD (2021).
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Overcrowding points to quality gaps in housing

Share of overcrowded households,
by income quintile, in percent, 2018 or latest year
A 3rd quintile bottom quintile top quintile
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Source: Brick by Brick: Building Better Housing Policies, OECD (2021).
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Sustainability also matters: Housing has a large
environmental footprint
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Residential sector accounts for 17% of total CO2 emissions on average, with

large discrepancies across countries
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Source: Brick by Brick: Building Better Housing Policies, OECD (2021).
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COVID-19 and Housing
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Countries responded swiftly to the COVID-19 crisis

Measures taken in response to COVID/19 by broad categories

Suspending evictions -
Extending rental contracts -

Subsidising rent payment -

Tenants

Deferring rent payment -
Freezing rentincreases -

Reducing rent -

Forbearing mortgages -
Suspending foreclosures -

Helping banks to lend -

Chaners

Supporting mortgage payments -

Deferring tax -

Suspending utility bill payments -

Cther

Providing emergency shelter -

Supporting construction sector -
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Source: OECD (2020), Housing Amid COVID-19: Policy Responses and Challenges.




The impact on construction was short-lived ...

»

Purchasing Managers’ Construction Indices

(PMI > 0 means expansion)

United Kingdom

- nr
fel
lepy
" uer

Repy
ey
- uep
" AON
deg
Inr
fep
Iep
- uep

~fepy
ep
- uep
" AON
IS
ly
Repy
ep

" uer

Repy
Iep
- uep
" AON
deg
Inr
~fepy
Iep
- uep

~fepy
- Jey
- uep
" AON
IS
y
Repy
1B
" uep

10 -

0
10
20 |
30 |
40 -

Source: Source: IHS Markit. Latest observation: February 2021 (IRL: January 2021);



> ... builders have regained confidence in most countries...

Google Trends-based indicator mimicking construction PMI

=== Covid trough (mostly Mars/April 2020) === Pre-covid peak (mostly February 2020) ® | atest (May 2021)
)
20 20
"9 [ ]
[ ] L .
e o *
10 — — e o ©® 10
[ ]
Y o ® == — — o
o o °*
wlhn [ ] T b bl * [
® — - e
0 T T halll bl T T T o —— T 0
[r— |
® l l [ ] e — l
I |
| = - ———
-10 == -10
- — - =
— [ ] ] —_—
|| = ||
|
-20 — = -20
; [ ] e —

TUR RUS JPN IND MEX ESP AUS ISR GRC NORNZL CAN AUT USA PRT NLD ARG SWECHE IDN ITA DEU DNK SAU SVK BEL COL FRA GBR POL ZAF HUN CHL ROUFIN BGR CZE IRL KOR

Source: OECD Innovation Lab, Google Trends, and OECD (2020) Housing Amid COVID-19: Policy Responses and Challenges.



... and residential construction has rebounded

2019Q4=100 = | atest (2020Q4 or 2021Q1*) === Trough (mostly 2020Q2)
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Year-on-year change in 2020Q4

House prices have nevertheless continued to rise during

the pandemic in most countries...

Recent national house price developments
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Source: OECD Analytical House Price Database.




... but dispersion within countries points to demand shifts
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The OECD is currently conducting further research using micro and geospatial data to
better understand these changes
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A few policy insights
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Tightening LTV caps usually reduces credit and house
price growth

Credit to households Housing investment
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Note: The treatment groug consists of episodes where countries tightened their LTV caps at time=0. The control group comprises episodes where countries did not
implement such a policy change although their conditions were otherwise similar. This treatment group has been determined by propensity matching techniques using a
probit model with real and financial variables as covariates. The lines show averages for each group.

Source: Cournede, Sakha and Ziemann (2019).
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Regulatory and tax measures can improve affordability...

2020-2050 change in the number of years of average household disposable income equal to the price of an average 100m? dwelling
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Note: No bar signifies no mortgage interest relief and, in the case of the rent control and land-use scenarios, that the country does not implement a reform as it was already
less or as restrictive as the benchmark country (GBR, SVK and USA in the case of rent control; CHE, CAN and IRL in the case of land-use governance). The chart shows
countries from highest (New Zealand) to lowest (USA) price-to-income ratios in 2017.

Source: Brick by Brick: Building Better Housing Policies, OECD (2021).
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Investment in social housing also plays a role

Public capital transfers and public direct investment in housing development, OECD average
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Note: The OECD average is the unweighted average across the 25 OECD countries with capital transfer and gross capital formation data
available from 2001.

Source: OECD Affordable Housing Database (http://oe.cd/ahd), indicator PH1.1.
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Removing obstacles to residential mobility would facilitate post-
pandemic reallocation

Estimated effects of structural features and policies on the probability to move over a 5-year period
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Source: Brick by Brick: Building Better Housing Policies, OECD (2021).
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Policy measures usually imply synergies and trade-offs
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Source: Brick by Brick: Building Better Housing Policies, OECD (2021).
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>> For more information

Visit www.oecd.org/housing
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