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FRANCE: HOUSEHOLDS' PROPERTY PURCHASING CAPACITY IS IMPROVING IN PARIS AND HAS DECLINED IN
THE PROVINCES SINCE COVID-19
Marianne Mueller & Laurent Quignon

France: average purchasable area

Q1 2000 = 100 Paris
indices — — - Paris average for the period 1990-2021
Provinces

130 — — -Provinces average for the period 1990-2021 N//* Qiig??
120
04 2016
122.5

110
00 oz h 7ﬁ’ _____________
90 0 e Q2 2022
81

80 S\ v adaoac oo e

70

60

50

40
O N oo P P °© & O o
S S SRS AR
RN PP

S O W
S Y
PSS

DS

O & I e @
N Q N N \)
S S S S

Source: INSEE, Chambre des Notaires, Banque de France, BNP Paribas calculations

Our households’ property purchasing capacity indicator tracks the development in the maximum purchasable area of a representative household
in France. Before rebasing (Q1 2000=100), it compares borrowing capacity expressed as an amount (calculated according to the average household
income, fixed interest rates and the average duration of loans) to the price of old housing per square meter. In the provinces, Households’ property
purchasing capacity was significantly higher than its 1990-2021 average (+21%) in the second quarter of 2022; however, in Paris, where the long-
term average takes into account the 1990 property bubble which had undermined households’ property purchasing capacity, it was almost equal to
its 1990-2021 average (+2%).

Starting in 1990 from a particularly deteriorated level (peak of the bubble), Households' property purchasing capacity more than doubled until 1998
in Paris (+143%) not only due to the deflation of the bubble (drop in prices of 34%), but also to the increase in household income (+14% between 1991
and 1998) and the reduction in the cost of credit (from around 11% to 6%)*. In the provinces, the rise in prices over the same period absorbed a large
part of the positive effects of income and credit conditions, so that purchasing capacity increased more moderately, by around 39%. Between 2000
and 2007, the reductions in households’ property purchasing capacity were more homogeneous between Paris and the provinces due to comparable
price increases. Between 2008 and 2020, the positive effects of the continued drop in interest rates and the lengthening of the average duration of
loans were almost completely wiped out by the rise in prices in Paris (+69%), where purchasing capacity even fell by 2.7%. On the contrary, these
same factors supported households’ property purchasing capacity in the provinces (+49.7%), where price growth was limited to +4.7% over the same
period.

Since 2020, the Covid-19 crisis and the price levels reached have been shuffling the deck: Paris is losing its appeal to the benefit of medium-sized
cities, which have become more attractive due to the lockdowns and teleworking opportunities. Prices are slowing in the capital (+1.2% between
Q1 2020 and Q2 2022 compared with +18.2% in the provinces). In a context of relatively stable credit conditions, the main determinant of the deve-
lopment in purchasing capacity was the gap between rises in households’ income (+7.2% over the same period) and that of house prices. It therefore
recovered in Paris (+6.9%) while it declined in the provinces (-8.5%) from a record level in 2020. In the coming quarters, the impact of the sharp rise
in bond market rates since the beginning of 2022 on bank loan conditions could contribute to an adjustment in prices that could alleviate the effects
on households’ property purchasing capacity.

1 Narrowly defined effective rate (NDER) , source: Banque de France marianne.mueller@bnpparibas.com
laurent.quignon@bnpparibas.com
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Information and opinions contained in the report are not to be relied upon as authoritative or
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discussed herein. Any reference to past performance should not be taken as an indication of
future performance. To the fullest extent permitted by law, no BNP Paribas group company ac-
cepts any liability whatsoever (including in negligence) for any direct or consequential loss ari-
sing from any use of or reliance on material contained in this report. All estimates and opinions
included in this report are made as of the date of this report. Unless otherwise indicated in this
report there is no intention to update this report. BNP Paribas SA and its affiliates (collectively
"BNP Paribas”) may make a market in, or may, as principal or agent, buy or sell securities of any
issuer or person mentioned in this report or derivatives thereon. BNP Paribas may have a finan-
cial interest in any issuer or person mentioned in this report, including a long or short position
in their securities and/or options, futures or other derivative instruments based thereon. Prices,
yields and other similar information included in this report are included for information pur-
poses. Numerous factors will affect market pricing and there is no certainty that transactions
could be executed at these prices. BNP Paribas, including its officers and employees may serve
or have served as an officer, director or in an advisory capacity for any person mentioned in
this report. BNP Paribas may, from time to time, solicit, perform or have performed investment
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lender) within the last 12 months for any person referred to in this report. BNP Paribas may
be a party to an agreement with any person relating to the production of this report. BNP Pa-
ribas, may to the extent permitted by law, have acted upon or used the information contained
herein, or the research or analysis on which it was based, before its publication. BNP Paribas
may receive or intend to seek compensation for investment banking services in the next three
months from or in relation to any person mentioned in this report. Any person mentioned in
this report may have been provided with sections of this report prior to its publication in order
to verify its factual accuracy.

BNP Paribas is incorporated in France with limited liability. Registered Office 16 Boulevard des
Italiens, 75009 Paris. This report was produced by a BNP Paribas group company. This report is
for the use of intended recipients and may not be reproduced (in whole or in part) or delivered
or transmitted to any other person without the prior written consent of BNP Paribas. By accep-
ting this document you agree to be bound by the foregoing limitations.
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