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The Spanish housing market is building momentum 
again after its deep correction between 2008 and 
2013, which erased part of the excesses created 
over the early 2000s.

In 2021, transaction volumes hit their highest level 
for twelve years. House prices have been growing at 
an average of 5% per year over the past six years.

Housing activity is now benefiting from multiple 
sources of support: the post-Covid economic 
recovery, higher levels of household savings, 
growth in employment, low borrowing rates. 

Rising housing prices are driven by limits on 
housing supply, which are likely to persist, given 
rising construction costs as a result of higher 
materials expenses. 

A tightening of lending conditions would be less 
problematic than in 2008: household indebtedness 
and debt service have fallen significantly over 
recent years.

However, these price increases are contributing to 
the rise in inequality in the country. 

The “right to housing law” bill, currently in 
discussion at the parliament, seeks to regulate 
various areas of the real estate market (better 
access to housing, regulation of evictions, increase 
in social housing supply, rent controls), but this 
will only partly address the problem of a shortfall in 
building.

 

SPANISH HOUSING MARKET: CAUTIOUS OPTIMISM
Guillaume Derrien 

A NOTABLE RECOVERY IN 2021
Real estate market activity in Spain recovered spectacularly in 2021, after collapsing in 
2020 due to the lockdown measures introduced to tackle the Covid-19 epidemic. Nearly 
670,000 real estate transactions took place last year, a level not seen since 20071 (see 
chart 1). According to INE, housing prices rose by 3.7% in 2021, continuing the strong pace 
of the last six years (average yearly increase of 4.9% between 2015 and 2020). Although 
housing prices are still 10% below their peak in summer 2007, price growth is accelera-
ting. Figures from Tinsa show that this trend continued in the first quarter of 2022, with 
a 6.8% year-on-year increase in March. This indicator is well correlated with the INE 
quarterly index.
However, these figures hide significant differences between regions. In the Madrid area 
and tourist and/or densely populated regions (Balearic Islands, Melilla, Ceuta), real estate 
prices have recorded rapid growth since 2015; indeed prices in some regions are now 
higher than they were in 2007/2008. Conversely, in rural and more sparsely populated 
regions (Extremadura, Castile and León, Navarre, Aragon), prices are fluctuating at least 
20% below their levels of fifteen years ago. This said, the number of real estate transac-
tions in most of these areas has also started to rise, suggesting that price increases could 
be more rapid this year.

1 Source: Spanish Ministry of Development 
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MULTIPLE SOURCES OF SUPPORT
The Spanish housing market has benefited from many sources of sup-
port, notably on the demand side. First, over the course of 2019 and 
2020, Spanish households increased their savings considerably; Eurostat 
figures suggest an increase of nearly EUR70 billion. This increase was 
particularly strong in 2020 (EUR46.2 billion) as consumption plumme-
ted due to periods of lockdown and the closure of many stores. Sur-
plus savings have mainly been held in sight deposits, which means that 
households can now withdraw a greater sum than before as they look to 
finance a house purchase. 
The improvement in the labour market is another significant source 
of indirect support to property purchases: the unemployment rate has 
dropped below the 13% mark this year, a level that had not been seen 
since 2008. By improving household solvency, this helps increase both 
the demand for credit and the chances of being granted a loan. The 
prospect of an increase in interest rates this year has also probably en-
couraged individuals to invest in real estate now. Mortgage rates remain 
historically low (2.52% on average, across all loan terms, in February 
according to INE), but are likely to start rising in 2022, as high inflation 
persists and European monetary policy becomes less accommodating.
There are also structural factors affecting both supply and demand in 
the housing market. On the demand side, these include in particular the 
increase in the number of households in the country, which is itself lin-
ked to growth in the population (although this is slowing) and the rising 
number of family separations and single-parent households2 . 
Strong demand is meeting increasingly limited supply. The number of 
building permits granted has plunged since 2007 (see chart 2). Although 
this collapse was initially a reaction to the bursting of the speculative 
real estate bubble, there has been no real recovery since, even though 
we have observed a modest pick-up since 2015. Without going as far as 
to talk of a housing shortage, there is nevertheless a growing imbalance 
between supply and demand, which has tended to increase year after 
year. 
Under these conditions it is likely that housing price increases will conti-
nue, for this year at least, particularly as the construction sector is facing 
rising materials costs as a result of global economic conditions, which 
could feed through into higher sales prices and/or restrict the supply of 
new houses.

SHOULD WE START TO WORRY ABOUT RISING PRICES?
Although prices have now exceeded (or are approaching) their 2008 level 
in some regions, there are few similarities between then and now. During 
the previous period of rising prices (2000 to 2008), household indebte-
dness doubled, from 65% of gross disposable income (GDI) in 2000 to a 
peak of around 135% in 2008. Since the real estate sector returned to 
growth in 2013, household indebtedness has fallen pretty much conti-
nuously, dropping from 126% of GDI to 93.7% of GDI by the middle of 
2021 (see chart 3). Indebtedness levels rose again during the health 
crisis of 2020, but this was short lived; the curve started to trend lower 
again in 2021. At the same time, the sharp reduction in interest rates, 
which are now at historically low levels, has helped reduce the debt 
servicing costs, which fell from 11.4% of household disposable income 
in 2008 to 6.2% in the autumn of 2021. Spanish households have thus 
moved from being amongst the most heavily indebted in Europe in 2010 
back to the European Union average (see chart 4). 

2 The total number of single-person and single-parent households increased by 12% 
between 2013 and 2020, from 6.12 million to 6.83 million. This represented 36.4% of 
households in 2020, from 33.6% seven years previously (source: INE) 
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This period of deleveraging has been due primarily to the restriction in 
supply of credit that began with the Global Financial Crisis of 2008-2009 
and continued through to the middle of last year (see chart 5). In an indi-
cation of the improved solidity of the banking sector, the ratio of loans to 
deposits, which doubled during the economic cycle of the early 2000s, has 
now fallen to its lowest level since 1997 (start of the current statistics). 
Furthermore, the composition of mortgage loans has also changed pro-
foundly, with a gradual shift from floating-rate to fixed-rate loans (see 
chart 6). The latter, which accounted for less than 5% of mortgages in 
2011, made up 70% of total outstanding loans in January 2022. Households 
took advantage of the period of low interest rates to borrow at, and lock 
in, more advantageous and stable conditions, which will give them greater 
protection against a tightening in lending conditions. The Spanish eco-
nomy is thus more robust overall against an increase in interest rates that 
is now a likely scenario. The systemic risks from the real estate sector 
are, at present, much smaller than during the economic cycle of the early 
2000s.
However, the increase in house prices has social repercussions. It in-
creases inequalities between homeowners (whose wealth increases in 
line with prices) and first-time buyers. A house purchase requires a grea-
ter financial effort, including for existing owners (see chart 7), with dis-
posable income in particular not rising as fast as real estate prices, even 
though lower interest rates have helped offset the effect of higher prices. 
Given current price trends – the 2007 peak could soon be exceeded, ac-
cording to the INE figures – this source of inequality could get worse. As 
discussed above, these pressures are not on the same scale across the 
whole country. They particularly affect major cities and coastal regions, 
which are also the places where a large share of the population lives.
One repercussion is that demand for rented accommodation, and its 
share of the total residential base, have increased3 , which has had the 
effect of driving up rents4. This has led to growing private investor in-
terest in build-to-rent construction, which in turn has amplified the de-
mand for housing and price rises. 
To tackle this housing precarity the government brought forward its 
“right to housing law” bill in March (Ley por el Derecho a Vivienda), 
which is now being debated in the country’s parliament. This bill would 
introduce a series of measures to better regulate various areas, such as 
support for access to housing, restriction on evictions, the creation of af-
fordable housing and rent controls in “stressed” areas. The government 
is also considering a temporary freeze on landlords’ ability to include a 
lease clause indexing rent to the consumer price index. Although these 
measures are steps in the right direction, they only partly address the 
underlying problem in the real estate market, namely the lack of new 
housing construction in some regions where the market is under consi-
derable pressure. Although, at the aggregate level, the Spanish housing 
market does not currently pose any systemic threat, the increase in 
prices and growing squeeze on housing supply in certain densely po-
pulated regions represents a significant source of fragility, particularly 
given the current context of pressure on purchasing power. 

Guillaume Derrien
guillaume.a.derrien@bnpparibas.com

3 In Spain, rented housing accounted for 18.3% of the total housing stock in 2019, 
before dropping to 17.3% in 2020. It was only 16.1% in 2013 and 11.4% in 2001 (source: 
INE). 
4 As another consequence of this eviction phenomenon, the share of young adults 
living with their parents has increased significantly, climbing from 48.5% in 2013 to 
55.0% in 2020 for those aged 25 to 29, and from 20.5% to 25.6% for those aged 30 to 34. 
Paradoxically, this increase has come against the background of a gradual fall in youth 
unemployment in the country, albeit with income growth lagging far behind increases in 
real estate prices.
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