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Introduction and summary
The housing market in the Netherlands is gradually recovering from the blow
dealt to it by the credit crisis. The downward trend in transaction numbers now
seems to have been broken, setting the trough at just over 125,000 transactions
on a 12 month basis. There are still a lot of houses for sale and the average
selling time has risen within one and a half years from about 80 to 125 days.
The slide in house prices has also come to an end. On a national level there is
scarcely any movement in house prices. The market is clearly still suffering from
a lack of confidence. While this was initially caused by the credit crisis, now
political uncertainty is playing a part. The possible reform of mortgage interest
relief and the debate generated by the financial markets supervisor (AFM) about
maximum mortgages do not help to boost confidence.
In reaction to a number of recent studies by the housing market working group,
the Netherlands Bureau for Economic Policy Analysis (CPB) and the Social and
Economic Council of the Netherlands (SER) it must be said that besides macroanalysis, the actual working of the housing market is also of importance. In
these studies the transaction numbers tend to be glossed over, while it is
transaction numbers that determine actual price development. Ideally, there
should also be greater focus on possible transition problems, particular among
risk groups. While a long-term view is important, we should not lose sight of the
significance of short-term developments.
For over half a year mortgage interest rates have been stable to declining. In the
longer term, however, we envisage rising capital and money market interest
rates. Yet this development may not be reflected pro rata in mortgage rates.
Parallel to this, we expect the affordability of purchasing a house to deteriorate
from 2011.
The mortgage market appears to have put the hardest knocks behind it. The
stabilisation of transaction numbers is central to its recovery. The lower number
of refinancing mortgages means that the market is still shrinking, although the
pace of this decline has abated.
On the whole, Rabobank envisages a gradual recovery in the housing market.
During the course of 2010 we expect to see a slight rise in PBK index values.
However, a negative carry-over effect means that 2010 will post a lower yearly
average than 2009. Expressed in percentages, we foresee a price development
of -1¾% in 2010 and a rise of 1% in 2011, which will see house prices
stabilising in real terms in 2011.

Martijn de Jong-Tennekes
D.M.Jong@rn.rabobank.nl
0(031) 30 – 216 4490
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Second-hand housing market
Dutch house prices virtually static
House prices in the Netherlands are stabilising around the current level (Figure
1). After the price fall of last year, this is a positive development. Figures from
the NVM (Association of Real Estate Brokers),
which appear ahead of other house price

Figure 1: House price growth around 0%
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compositional effects and is therefore a better
barometer of current price developments.

The second-hand housing market indicator (PBK) of Statistics Netherlands/Land
Registry is showing stabilisation at the current price level. The price decline has
now been reduced to -0.2% on a quarterly basis. This development is fully in
line with our earlier expectations. Additionally, the relative differences per
province are limited and are smaller than was usually the case before (Figure 3).
In fact, the difference between the highest and lowest prices is now less marked
than was the case in the period before the credit crisis. Incidentally, for some
time now, the price of private sector non-rental housing appears to be in line
with the national average in all twelve provinces.

Figure 2: Further rise in median house price
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However, when the price development is shown as an index, then we do see
significant differences (Figure 4). During the past decade, house price rises in
the provinces of Limburg and Flevoland have been limited but lag consistently
behind the rest of the country. While prices have been going in the same
direction, growth has been less robust in these two provinces. In the case of
Limburg, this can be explained by an unfavourable combination of population
ageing and a declining youth population. This reduces demand for housing,
resulting in a looser housing market. In Flevoland there is a different reason for
the more subdued price development. In recent years a large number of new
houses was added to the existing housing stock. The result is the same: less
tightness on the regional housing market.
The clear leaders in strong prices are the provinces of Noord-Holland, Friesland
and Utrecht. The province of Noord-Brabant follows at some distance. With the
exception of Friesland these are all above-average regions in terms of economic
performance. Friesland’s result is probably due to base effects combined with
demand from wealthy buyers from outside the province.
Transaction number bottoms out
The market appears to have broken with the negative trend in transaction
numbers (Figure 5). The 12-month totals are stabilising at just under 130,000
transactions. There was even a slight rise in the past month. Based on leading
numbers from the NVM, we expect this growth to be reflected in the months
ahead in Land Registry data as well. However, the recovery will be far from
ebullient, and for the foreseeable future, transaction numbers will remain well
short of pre-crisis levels. After all there are still a lot of unsold houses on the
market, and the average selling time has risen to 125 days. In fact, the selling
time would be longer, except that recently a number of houses have been
withdrawn from the market, making the turnover time appear shorter.

Figure 4: Price development per province
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By contrast, a turnover period of some 80 days was usual in the years prior to
the credit crisis. This means it now takes over 50% longer to sell a house. There
are substantial differences in selling time between the various house types.
Apartments (102 days) and mid-terrace houses (106 days) sell quickest. At the
other end of the spectrum detached houses remain longest on the market at an
average of 209 days.
This dichotomy is also evident from the distribution of the various house types
over the transaction numbers (Figure 6). Apartments and mid-terrace houses
are the most frequently sold and together account for almost two-thirds of all
housing sales transactions. Remarkably, only apartments have increased their
share in the number of transactions during the past 15 years. All other house
types show a declining trend. This is partly due to the relatively large share of
apartments in new housing production. And this effect is compounded by the
relatively short duration of apartment occupancy rates. The relatively low price
paid for an apartment means this type of housing is popular among young
singles. However, household composition and financial circumstances can change
radically with the space of a few years in this group. Thus it is mainly young
householders (apartment dwellers) who move house (Figure 7).
According to the NVM, the average time for a yet unsold house on the market is
currently 231 days. These figures, too, show that mid-terrace houses and
apartments sell quickest (180 and 184 days respectively), while detached
houses take longest to sell (322 days). Incidentally, not all houses remain on the
market for long. Of the 37,605 new-to-the-market houses in the first quarter
(NVM), 14% sold in that quarter. This is most often the case for mid-terrace
houses (16%) but the opposite for detached houses. Only 8% of detached-home
owners manage to sell their house within three months.

Figure 6: Transaction numbers per house type

Figure 7: Transaction percentage by age group
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End to upward trend in forced sales?
The economic downturn accompanied by rising employment have been the chief
causes of a rise in the number of forced sales during the past year (Figure 8).
However, the extent of this increase remained
limited in 2009 to 300 additional forced

Figure 8: Limited rise in forced sales
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of the economic crisis (the worst since the
1930s), this increase is relatively modest. And
despite the increase, the number of forced
sales as a percentage of the number of
outstanding mortgages (over 3 million), is still
negligible.
Moreover there are signs of a turnaround in
the first months of 2010. There is a clear dip
in the rising line of the 12 month totals.
However, it is too early to speak of a declining
trend. There has also been a break with the

sharp rise in 2009 of forced auctions as a percentage of total transactions. Both
the sharp increase of about 1% to 1.8% and the recent decline are chiefly due
to the lower total number of transactions (-27% in 2009).
Outlook
Uncertainty has prevailed on the Dutch housing market for some time. This has
negative implications for confidence among house-hunters, for transaction
numbers and for house prices. Elsewhere in this publication you can read more
about the confidence effects of the credit crisis and about the analysis conducted
by the housing market working group, the CPB and the SER of the changes to
the tax treatment of home ownership. These political discussions will continue
for some time and are only likely to be clarified with the presentation of a new
coalition agreement.
Besides the influential confidence effects, the level of economic development is
also important for the recovery of the housing market. With unemployment still
rising this year, but to be followed by an expected slight decline in 2011, we
anticipate a steady improvement in the economic outlook for the longer term.
On this basis, and given the current structure of the housing market, Rabobank
envisages a gradual recovery in the housing market. In view of the current large
supply of houses for sale, the limited rise in transaction numbers is a good
indicator of market developments. Parallel to this development we expect to see
a slight rise in the PBK (second-hand housing market) index during the course of
2010. Owing to a negative carry-over effect, 2010 will post a lower yearly
average than 2009. In percentages, Rabobank expects to see house prices drop
by an average of 1¾% in 2010 followed by growth of 1% in 2011, which in real
terms means stable house prices in 2011.
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Sharp rise in new housing?
Normally one might say that the figures speak for themselves, but this does not
apply right now. The credit crisis is wreaking havoc all round, construction
companies are struggling, yet the statistics (Figure 9) show that December 2009
had the second highest new housing output of
the past 15 years! In one month, there were

Figure 9: Building output higher than expected
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Moreover, housing output was predicted to

expectations, there were almost 83,000, only
to be followed by the other extreme in the first
month of 2010: with 2,615 new housing
completions, January was in the top 10 of
worst months in the past 15 years.

Of course, seasonal effects play a part. Housing production is always highest in
December, while the start of the year is usually known for relatively low
production volume. The severe winter did not help production either in the early
months of this year. In this respect, the picture of recent months is not that
different from previous years. However, the differences are larger than normal
and a lot more is going on.
To begin with, various measures have been taken by the authorities at national,
regional and municipal level, designed to prop up the level of construction
output. An ongoing problem such as the gap between demand and supply of
housing requires a lasting solution. Thus, it is not a good idea to let housing
production ebb away on account of cyclical factors. At the same time this
stimulative approach has introduced a new set of problems. Unusually, houses
are now being completed without a buyer for them. Developers and contractors
who don’t have the financial scope to hold onto housing stock are forced to sell
completed houses relatively quickly. Some are selling new houses at a reduced
price, even settling for a small loss, in order to avoid greater losses in the
future.
However, the situation for developers is looking a bit more positive. Transaction
numbers for both existing and new homes are rising. At the same time, sales
are still well below pre-crisis levels, which will be the case for some time.
Nonetheless, the downward trend in sales figures appears to have been broken.
If this development persists during the coming months, we will be able to speak
of a new upward curve.
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Besides the developments outlined above, institutional factors also play an
important role in the considerable output figures for December 2009. One such
factor involves the building agreements made between the central government
and various regional authorities about production numbers. Furthermore,
subsidies are attached to these agreements, which are only paid when the
agreed production figures are reached within the defined period of time. This
contractual period was five years, running from the beginning of 2005 to the end
of 2009. It can be assumed that in late 2009, many regions updated their
records to ensure that they would be eligible for the subsidy. Unfortunately
Statistics Netherlands does not record the date when a house is completed, but
the date on which it is registered by the municipal authorities, and often there is
a discrepancy between the two. The province of Noord-Holland showed a
particularly strong surge last December, and both Noord-Brabant and Gelderland
posted above-average numbers (Figure 10). Interestingly, it was the provinces
with the highest building volume that registered an above-average number of
housing completions last December. Administrative records may well play a part
in this.
Last December’s high construction output would therefore appear to be a one-off
positive outlier. This viewpoint is confirmed by the development of building
permits issued, which has seen a lull in recent months, particularly in relation to
the non-rental sector. The rental sector (Figure 11), has achieved some 25,000
building permits during the past year (12 month totals). However, the picture is
quite different for the non-rental sector, where there was a decline of over 26%
year-on-year. This development is fully in line with the downward trend in
building output. We therefore expect that output in the non-rental sector will
decline further in the coming period, particularly on the back of reduced
investment by ‘developers for the market’.

Figure 10: Breakdown of housing output in %
%

Figure 11: Fewer non-rental building permits
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Mortgage rates remain stable
Since September last year, both the average variable mortgage rate and fixed
interest rates have remained fairly stable (Figure 12). With the influence of
economic recovery and the likely accompanying turnaround in monetary policy,
we expect both money market rates and capital market rates to go up in due
course. On the one hand, this upward movement will exert upward pressure on
the variable mortgage rate and the fixed interest rate. On the other hand, the
return of calm to the financial markets combined with economic recovery will
mean a lowering of risk premiums. Consequently the expected rise in money
market and capital market interest rates need not translate to an equivalent
extent into higher mortgage rates.
Money Market: ECB cautiously changing its course
The ECB is in the process of gradually reducing the extraordinary liquidity
supply, which enabled banks to borrow unlimited amounts of money from the
central bank at a low fixed interest rate. In mid-December last year the banks
were given the last chance to borrow unlimited amounts of money for a 12
month period; and last March was the last opportunity to do the same for six
months. The ECB has announced that from the end of April, three-month
refinancing transactions will revert to pre-crisis conditions. This means that
there will no longer be a full allotment and that banks will have to indicate how
much money they want to borrow from the ECB and at which interest rate. The
banking sector will have to prepare itself for the fact that it will soon be
dependent on funding under market conditions. Because economic growth is
subdued and inflationary pressure is limited, we do not expect to see a first
policy interest rate rise before the end of this year. A pre-condition for any such
rise is that the situation on the market for government paper will have stabilised
sufficiently. In advance of the policy rate rise, the interbank money market rates
that are currently below

Figure 12: Mortgage rates remain stable
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the policy rate (Figure 13), will start to climb, because the ECB will already have
tightened liquidity support to the banks. During the course of the year, an
expected upward trend in money market rates may translate into a slightly
higher variable mortgage rate. Because the retail deposit market, traditionally
the main source of funding for the banks, is currently in a slump, the upward
pressure from the money market may be dampened somewhat.
Little movement on the capital market.
The European capital markets continue to doubt the strength of the economic
recovery. The 10-year swap rate is lingering close to its lowest point of 3.27%,
which it hit in March of last year (Figure 14). The said rate is largely determined
by expectations surrounding European money market interest rates and the
development of the return on German government paper. In view of the sharp
deterioration in the government finances of various European countries, it would
appear logical that interest rates on government paper and swap rates would
rise. However, with the exception of the southern European countries and
Ireland, the expected rise has been limited (Figure 15). Nonetheless, we
envisage a rise in capital market rates during the course of the year as a
consequence of improved economic growth. The reversal of liquidity measures
by the ECB will also be accompanied by a rise in money market rates, which will
have an upward effect on the short end of the yield curve in particular. Concerns
about the sustainability of government finances may reinforce the upward
movement in the capital market. Seen over 12 months, we expect that the 10year euro swap rate will maintain an average level of just under 4%. In view of
these developments on the capital market, we are likely to see a gradual upward
trend in fixed interest rates during the course of the year.

Figure 14: Capital market rates remain low
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Slight deterioration in affordability
The Rabobank affordability index (Figure 16) is a measure of the affordability of
purchasing an average house for a household with an average income in the
Netherlands. It is essentially a snapshot, which means that it does not take
account of changes to the income situation, for
instance as a result of unemployment. A
Figure 16: Affordability deteriorates slightly
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After the strong improvement in house prices
last year as a result of favourable income
development and declining house prices, we
expect affordability to remain stable this year

and to deteriorate again next year. In the first place, income prospects for next
year don’t look very favourable. Gross income wage rises are flattening out
under the pressure of subdued economic growth and rising unemployment, and
wages are not outpacing inflation. And, as we described in the previous section
on interest rates, we expect to see an upward trend in mortgage interest rates.
This does not look good for the relatively large numbers of house buyers who
opted for a short-term fixed interest mortgage during the past year. This makes
their financial position vulnerable for a possible rise in mortgage rates. A quarter
of newly issued mortgages during the past year have a remaining fixed interest
term of less than a year. If interest rates rise during the coming period as
expected, this will lead to higher living costs for these households in the short
term. Finally, the affordability of purchasing a house is also determined by the
level of house prices.
Conversely, affordability can influence the development of house prices, via
transaction numbers. House prices are expected to stabilise during the coming
months and to show limited growth during 2010. In view of the ongoing housing
shortage in the Netherlands and the projected drop in new housing output,
house prices can be expected to pick up further next year as the economy
recovers, especially in economically strong regions. Accordingly, the longer term
outlook for the affordability of Dutch homes is not favourable. For 2011 we
envisage a decline in affordability, persisting into 2012 on the back of higher
house prices and rising interest rates.
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Mortgage market stabilising?
The declining trend in the Dutch mortgage market appears to be coming to an
end. Expressed in numbers on a 12 month basis, it looks as though a trough has
been reached (Figure 17). In February 2010 the total was down to 253,000
mortgages issued. This was followed by a rise of 1,000 in March – the first since
April 2008. This increase consists entirely of new mortgages, since refinancing
mortgages are still declining, and were down to fewer than 100,000 in March
(12-month total) - only 31% of the peak in May 2006.
In terms of mortgage amounts we see a similar development (Figure 18). In the
first quarter of 2010 4% more was lent for new mortgages than in the same
period of 2009. However total mortgage output has shrunk by 2%. This is
entirely due to the decline in refinancing mortgages (-14%).
AFM proposals for maximum mortgages too static
Recently the financial markets supervisor (AFM) launched a plan designed to
limit the risks on mortgage overhang debt. The proposal is to limit the mortgage
amount to 112% of the purchase sum. This differs little from the current usual
standard of 125% of the foreclosure value, assuming that this amounts to 90%
of the purchase value (as is often the case). Thus far, the proposal mostly confirms prevailing practice. However, a new element is the compulsory redemption
of the mortgage loan that exceeds 100% of the purchase value. Although the
idea behind this proposed new regulation is helpful, in practice it will fall short of
its goal. This is because house prices are not static. They are dynamic and the
proposal takes insufficient account of this. The purchase price of a house has
little bearing on any overhanging debt. The debt is chiefly determined by the
price the house can fetch when sold. This means the regulation could only work
effectively if house prices were to remain unchanged. And for a period of seven
years this would appear unlikely. If instead, current market value or the annually
calculated WOZ (property tax) value were to be the yardstick, then overhanging
debt risk could be addressed more effectively.

Figure 17: Break with downward trend in buying
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Confidence remains under pressure
Uncertainty currently prevails on the Dutch housing market. Its origins can be
found in the credit crisis. Rising unemployment means those who have a job are
afraid of losing it. And as we said in previous quarterlies, households are now
more reluctant to take on bridging loans. In
Figure 19: Dutch housing market in perspective
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no longer be attributed primarily to the credit
crisis, but now also to political uncertainty.
Discussions in the political arena about
reforming mortgage interest relief and the
AFM debate about maximum mortgages have

done little to alleviate the uncertainty in the market.
Figure 19 contains a simplified representation of the Dutch housing market,
framing the size and impact of both the credit crisis and the political uncertainty
on the national housing market. First we present a brief analysis of the market.
The Dutch housing market as such does not exist. Besides the large regional
differences, we can distinguish three sub-markets. These are: (i) the secondhand housing market, (ii) the new housing market and (iii) the mortgage
market. When the housing market is referred to this does not necessarily mean
all these markets, although they are of course interlinked. Figure 19 places the
scale of these three markets into perspective. We will take a brief look at the
meaning of the axes before defining the markets. The vertical axes divide the
housing stock on the market into three segments: social rental housing, private
rental housing and non-rental housing. The horizontal axes show movement
along the property ladder, with the left axis distinguishing between second-hand
houses and newly built houses and the right axis distinguishing between
relocators and non-relocators.
The new housing market
During the past 10 years between 59,000 and 83,000 new housing units have
been added annually to the existing housing stock of over 7 million homes. In
percentage terms, this market accounts for about 1% of all Dutch homes
annually. This market is important to groups such as project developers, housing
corporations, building contractors and utility contractors.
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Second-hand housing market
Although there are over 7 million existing homes in the Netherlands, this market
is much smaller than that. After all, the vast majority of houses are already
occupied and are therefore not available to the market. The extent of this
market is therefore limited to people relocating plus houses that are for sale.
However, the existing homes market is still larger than the new housing market.
It is an important market for estate agents, housing corporations, civil-law
notaries and relocators.
The mortgage market
This market is close in size to the volume of people relocating to a second-hand
or new non-rental home (light blue in Figure 19). Strictly speaking, this market
is somewhat larger, because it also includes re-financing and top-up mortgages.
On the other hand, people trading up often don’t borrow the entire amount to
purchase another house, and this reduces the size of the mortgage market.
Important players are banks, insurers and intermediaries.
Direct consequences for the Dutch housing market: credit crisis vs. mortgage
interest relief
The market for new housing was hardest hit by the credit crisis. New
construction output is under pressure. The lion’s share of the crisis measures
taken by the central government to support the housing market are being
diverted to new construction. House sales are also under pressure. The reasons
for this have already been explained. The government has taken a number of
measures which involve (very) limited outlay of government finances and are
designed to boost the number of housing transactions. However, it is clear that
the problems arising from the credit crisis are concentrated above the right
horizontal axis, as illustrated in Figure 19.
Incidentally, the lower transaction numbers also have a knock-on effect on the
value of houses that are not actually for sale – for example in determining the
Loan-To-Value ratio (LTV) of a house. This is because the price of a house is
determined by the sales that are completed within a certain period. Thus the
value of unsold homes depends on prices fetched by houses that are sold. The
credit crisis drove home the fact that transaction numbers form the foundation
of the pricing mechanism in the housing market. Potential vendors who found
sales prices too low put off selling, while those who could not or did not want to
wait settled for a lower price, thus determining the direction of prices.
It is clear from Figure 19 that changes to tax relief for home ownership directly
affect a far larger share of the housing market than that impacted by the credit
crisis. This is because tax changes not affect only newly issued mortgages (light
blue), they impact on all outstanding mortgage debts (orange). In order to avoid
complicating the graph, we did not factor in homeowner’s equity.
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Housing market surveys
In the spring of 2010 a number of studies were published on the workings of the
Dutch housing market. The most important of these are the report by the
housing market working group, the study on reform of Dutch housing policy,
[Hervorming van het Nederlandse woonbeleid ] by the Netherlands Bureau for
Economic Policy Analysis (CPB) and another study on reform of the housing
market by the Social and Economic Council of the Netherlands (SER). On the
positive side, these are not merely partial, but comprehensive housing market
studies. Unfortunately, a full analysis of these reports is beyond the scope of this
publication. We therefore limit ourselves to looking at mortgage interest relief –
one of the main political bones of contention in the forthcoming elections.
Although our analysis will not be exhaustive, we will consider (i) the pros and
cons of the current system, (ii) tax changes and (iii) how the housing market
works.
The pros and cons of the current system
The current tax system gives preferential treatment to financing of homes with
borrowed money over equity capital. Internationally this has led to high debt
ratios. In particular, the fundamental policy changes of the mid-1990s,
permitting mortgages to be issued on the basis of two incomes drove up the
mortgage market, house prices and the asset values of home owners at that
time. As a result of this policy change, the costs of financing mortgage relief
have risen substantially, while at the same time the foundations were laid for the
now familiar first-time buyer problems and the related issuing of maximum
mortgages.
However, high house prices are not only caused by the current tax treatment of
home ownership. Another characteristically Dutch cause can be found in the
government’s spatial policy. In regions where the affordability of home
ownership is low, policy falls short in creating sufficient housing to match the
wishes and financial scope of potential house buyers. This applies chiefly to high
pressure regions in Utrecht, Amsterdam and environs. After all, in regions with a
less tight housing market houses are much cheaper, while households in these
regions, such as Delfzijl, Zeeuws-Vlaanderen and Zuid-Limburg can equally avail
of mortgage interest relief.
It is often overlooked that mortgage interest relief contributes to the stability of
the Dutch housing market. Dutch owner-occupiers enjoy considerable financial
advantages over investors in the property market. This makes speculative
property purchases less lucrative by international comparison; and it is
speculation that increases volatility in the market. Investors tend to buy en
masse when prices are rising, and rush to offload their portfolios as soon as
there is a threat of a downturn. Partly on account of tax relief for owneroccupiers, the Netherlands has not experienced the problems on the property
market that afflicted the US, Spain or Ireland, and price development in the past
decade has been moderate, and the recent price decline limited.
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It is not only tax considerations that have limited the activities of speculators.
Stamp duty (transfer tax) and the relatively generous protection of tenants by
international standards are not attractive to investors, thus contributing to
stable pricing.
Tax changes (shifting from box 1 to box 3)
One of the proposed changes analysed here is the moving of home ownership
and mortgage debt from box 1 to box 3 for tax purposes. The underlying
question is whether home ownership should be treated as a consumer good or
an asset. The current system favours the consumption side of home ownership,
by stipulating that the house in question should be the primary residence of the
household, in order to be eligible for mortgage interest relief. Box 3, however,
refers only to assets. Furthermore, the tax-deductible object (box 1) shifts to
the house itself (box 3).
This change would have a fundamental effect on stimulating the taxing of home
ownership, and would be primarily advantageous for the treasury. But would it
also benefit the housing market? Would householders pay off their mortgages
quicker, thus reducing debt ratios? This is questionable, since it would increase
their box 3 assets making them liable to more tax. Consumption of assets might
then be chosen above asset creation. A situation in which households profit from
asset creation and a low LTV would appear preferable.
Parallel to this development, investing in one’s own home would become less
attractive. Thus this option appears less desirable from the point of view of living
standards and upkeep of houses, and living cheaply could be counter-productive
over time. Under the current system, households benefit from a well maintained
house, and this incentive ought not to be removed.
Homeowner’s equity is far from liquid. A comparison with nobility who cannot
afford the upkeep of their castles illustrates this. What options remain if wealth
tax annually erodes an ever larger share of income? In this case, a higher
mortgage would seem a better bet: less wealth, so less tax and more money to
spend.
Furthermore, this fundamental policy shift has an undesirable side-effect. We
have already seen that house prices are partly determined by the government’s
spatial policy. If insufficient houses are built in high pressure regions, house
prices will rise there, increasing the asset value of the home-owners. Under the
proposed system, it would be advantageous to the government if spatial policy
were to fail.
So the current situation would appear preferable, where the government incurs
losses if its spatial policy falls short.
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How the housing market works
Virtually all the scenarios, whether annuity redemption schemes, maximising the
deductible percentage or debt, box 3 or complete removal of home ownership
from the tax base, involve declining house prices. This could have significant
consequences for assets and the consumption pattern of households. Construction output will also suffer, leading to a greater housing shortage. This will result
in an unwelcome combination of lower house prices, poorer affordability and
rising LTV for all households, caused by the inevitable rapid price adjustment.
According to the SER, the lower house prices will make it easier for first-time
buyers to get a foot on the property ladder. However, this conclusion is
premature, particularly in view of the likely poorer affordability, caused by the
curtailment of financing capacity.
Furthermore, greater attention should be paid to risk groups such as homeowners with a maximum mortgage and people living in houses that are hard to
sell, such as in regions where the population is shrinking. It is currently not clear
how we are to deal with transition problems. There is no doubt that they will
arise; however the scale of these problems is unknown.
Indeed it is surprising how little creative thought has been given to the question
of mitigating circumstances. How to curtail the seriousness of the problems for
risk groups? This gives pause for thought and suggests that the processes of the
transition phase have not been fully mapped out. What about a run-in period,
for instance, with financial incentives for loan redemption via tax-favourable
savings schemes or intergenerational gifts? Another possibility would be to
attach conditions to (temporary and/or partial) retention of mortgage interest
relief (e.g. not interest-only mortgages and a minimal fixed-interest period).
A final concern is that insufficient attention is paid to transaction numbers in the
various studies, particularly in view of the heterogeneous composition of the
housing market. It is important to have a general idea beforehand of the level of
demand and supply in the various housing market segments. On the one hand,
it is likely that certain households will no longer wish or be able to move house if
financing conditions are restricted. On the other hand, some homeowners will
probably look for another house that better matches their financial scope. This
reinforces our point about the need for an analysis of risk groups. It is important
not to overlook these considerations, because they have a direct impact on
transaction numbers and thus by extension on short-term price development.
After all, it is the transactions that do take place that determine house prices.
Conclusion
To conclude, we emphasise that any changes in the structure of the housing
market will be politically ordained choices. The various scenarios described go
(much) further than envisaged by most election programmes of political parties.
Some parties don’t want to change the way home ownership is treated for tax
purposes, whereas others are in favour of a gradual transition period.
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Regional differences increasing
Virtually all regions in the Netherlands have recovered during the past year from
the house price dip in the first quarter of 2009. The extent of the recovery varies
greatly between regions, and the gap between house prices and affordability in
the cheapest and dearest regions is widening
further in absolute terms.
Table 1: Top and bottom 5 – rise in median house
prices since 1st quarter 2009
Largest increase

Smallest increase

Haarlem

Zwolle

– 0.8%
+ 1.6%

+ 19.5%

Strong fluctuation regional house prices
NVM data show volatility in the house prices of
many regions during the past half year (Table

Amersfoort +

8.6%

Almere

Amsterdam +

7.6%

Leeuwarden + 1.7%

1). Many winners of yesterday are the losers

Den Haag

+

7.6%

Rotterdam

+ 1.8%

of today, and vice versa. Virtually all regions

Ensc hede

+

7.0%

Leiden

+ 1.9%

showed opposite directions of price develop-

Increase in the Netherlands was 4.9%

ment. Exceptions were the cities of Almere

Source: NVM; data processing: Rabobank

and Leiden (two successive quarters of price
decline) and Enschede Nijmegen (two quarters
of price rises). It is important to bear in mind
that these very NVM data are shaded by compositional effects. For example, the region of
Haarlem, with a relatively small housing market but with a high percentage of expensive

houses, is strongly influenced by compositional effects. When house sales slow
down or pick up here, this has major consequences for the median price level.

Map 1: Development of median house prices per housing market region Q1 2010 compared to Q4 2009

> +5%
+2,5% - +5%
0% - +5%
-5% - 0%
< -5%

Source: NVM; data processing: Rabobank
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Improved affordability thanks to lower mortgage rates
While house prices in the various regions fluctuated during the past half year,
there was a limited decline in the five-year mortgage rate. This interest rate cut
has had a major impact on the affordability of home ownership during the past
quarter (map 2). Affordability improved in virtually all regions. This improvement was most marked in the regions of Leeuwarden and Rotterdam where the
drop in the mortgage rate was accompanied by a fall in house prices.
Consequently the affordability index - showing the correlation between
maximum mortgage amount and house prices - reached 150 in those regions.
This means that average households here can borrow a sum one and a half
times that of the median house price. During the first quarter of 2010,
affordability improved further in Almere (+9%), while it declined slightly in
Haarlem (-2%). The consequence of this is that the gap has widened further
between the most and least affordable regions. This can chiefly be explained by
the much more rapid rise in median house prices in the more expensive regions
than in the affordable regions. Historically – or at least since the series started in
2003, Almere has been one of the most affordable regions in the Netherlands
and Haarlem one of the least affordable. However, it is unprecedented for the
differences to be so large for a successive number of quarters. Besides, Almere
is not the only region that is exhibiting this phenomenon. Affordability in the
housing market regions of Dordrecht, Groningen, Leeuwarden and Rotterdam
was also at an unprecedentedly high level in the first quarter of the year.

Map 2: Affordability index per housing market region Q1 2010 compared to Q4 2009

Source: NVM and ABF-Research; data processing: Rabobank
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Housing market in Rijnmond Drechtsteden
Regional discrepancies in house prices and affordability are the result of differences in demand and supply between the various regional housing markets. In
our coming quarterly reports, we will focus on a separate housing market region
at regular intervals. After all, there is no single Dutch housing market. It consists of numerous regional markets, in areas where there is great similarity in
patterns of supply and demand. In this Housing Market Quarterly we kick off
with Rijnmond and Drechtsteden, which together with the Zuidhollandse Eilanden and Waarden plus Zeeland constitute the housing market regions of Rotterdam and Dordrecht. The area of Rijnmond and Drechtsteden, the urban belt
around the cities of Rotterdam and Dordrecht, has over 1.3 million inhabitants
and accounts for nearly 650,000 jobs: 8% of the total Dutch population and
employment. Some 10% of the Dutch population lives and works in the entire
southern region of Zuid-Holland-Zuid (including Zuidhollandse Eilanden and
Waarden) (Table 2). While Rijnmond and Drechtsteden are part of the Randstad
main urban belt, they have had considerably lower population and employment
growth for a number of decades, compared to the Zuid-Holland coastal strip and
the northern wing of the Randstad. Accordingly, the housing market here shows
a different picture from other urban regions with strong growth. In succession
we will look at housing demand, supply, and how the housing market functions.
Demand on the housing market: demographic development
The need for housing among the inhabitants of a region and among would-be
inhabitants is what determines the demand on a regional housing market.
Demographic considerations are therefore important in driving this demand. Job
creation – partly because of the structure of the sector – has been less vigorous
than in the northern wing. Hence, the region is less popular with settlers. Nor is
it considered as residentially desirable, altogether leading to a net population
outflow (Figure 20). As a result, during the 2003-2007 period, the region ‘lost’
almost 14,000 inhabitants. This number was recovered again because the region
is an important destination for migrant groups. Factors that support this include
the presence of a sizeable population from the countries of origin, plentiful
supply of more affordable housing and the availability of low-skill work. As a
result there was still a 2% population increase in Rijnmond. In Drechtsteden the

Table 2: Key housing market region data (population/households – 2009, Housing
stock/jobs– 2008)

Population

Households

Housing Stoc k

Jobs

Zuid-Holland-Zuid

1,760,000

794,000

786,000

757,000

- Corop+ Rijnmond

1,190,000

557,000

551,000

536,000

- Municipality of Rotterdam 587,000

296,000

289,000

321,000

- Corop+ Drechtsteden

236,000

103,000

102,000

106,000

- Municipality of Dordrec ht

118,000

54,000

53,000

55,000

16,486,000

7,313,000

7,029,000

7,967,000

Nederland
Source: ABF-Research
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population remained virtually unchanged. However, in terms of demand for
houses, the number of households is a more important indicator. Owing to
household fragmentation, growth in the number of households in Rijnmond and
Drechtsteden was higher than population
Figure 20: Average net migration 2003-2007 per
age group (% of population per age group)
Net migration as % of population

Net migration as % of population

growth (3.5% and 4.3%, respectively). For the
coming decade, this region is expected to
develop differently from other urban areas of

1,2%

1,2%

1,0%

1,0%

0,8%

0,8%

predicts scarcely any population growth in the

0,6%

0,6%

region. In other comparatively urbanised

0,4%

0,4%

areas, 4% to 6% growth is expected (Figure

0,2%

0,2%

0,0%

0,0%

-0,2%

-0,2%

will ensure housing demand for the coming 10

-0,4%

-0,4%

years. There is particularly marked growth in

-0,6%

-0,6%

the number of older single-person households.

-0,8%

-0,8%
0-14 15-24 25-34 35-44 45-54 55-64 65+
Rijnmond

the Randstad urban belt. The Primos forecast

21). Nonetheless, household fragmentation

Figure 22 shows a relatively rapid level of
youth migration from Rijnmond and Drecht-

Drechtsteden

steden compared to other highly urban areas.

Source: ABF-Research, data processing Rabobank

This too, has implications for the housing
market.

Demand on the housing market: demographic profile
As in other regions, there is clear variation in demographic profile between
municipalities within the major urban regions of Rijnmond and Drechtsteden.
This variation is the result of differences in living environment between
municipalities, representing the housing preferences of various groups. The main
differences concern age, life phase and affluence. Thanks to educational
facilities, amenities and affordable housing, the cities are popular areas for
young adults to live in. On balance, cities attract young adults from elsewhere.
Because of a lack of third level education facilities, this is not the case for Dordrecht. The more affluent and better educated households with children (age
Figure 22: Population development per age group
2010-2020

Figure 21: Population development 2010-2020
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Source: ABF-Research, data processing Rabobank
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groups 0-15 and 30-44 years) and more affluent older people opt for more
spacious homes and green space in the neighbouring municipalities of those
cities, such as the ‘new’ growth centres of Barendrecht and Lansingerland and
more rural areas. Former growth centres, such as Ridderkerk and Zwijndrecht
and the more rural Goeree-Overflakkee, have seen little new housing
construction in recent decades, and are now greying rapidly. These demographic
groups are also leaving the cities (map 3). Where Rijnmond / Drechtsteden are
concerned, this does not only apply to the large towns, but the entire region has
a net exit surplus. This ‘selective migration’ acts as a double drain on demand
for housing. Not only does the outflow of households dampen demand, but the
disposable income of those left behind is relatively low. Accordingly, in the most
highly urban regions of Amsterdam, Rotterdam and The Hague, as well as in
peripheral regions, disposable income is relatively low. This disposable income
gives an indication of the housing costs that a household can bear (Figure 23).
Thus in these regions, there is relatively more demand for cheaper housing,
while the demand for more expensive houses is limited.
Housing market supply: development of the housing stock
The types of houses that make up the housing stock largely determine the
quality of the housing supply. In general, the most highly rated house types are
non-rental houses, single family homes, large houses, pre-war and houses built
in the 1990s and since 2000. In the large cities and in Rijnmond and Drechtsteden in particular, there is a large degree of mismatch between housing stock
and these house preferences.
The housing stock in Rijnmond (60%) and Rotterdam (70%) consists chiefly of
rental housing. In Drechtsteden and Dordrecht the percentage of non-rental
houses corresponds to the national average. Moreover, houses in Rijnmond and
Drechtsteden are smaller, on average than in the rest of the country. The highest
quality housing is found outside the cities, because most of the less urbanised
municipalities have relatively more new, large houses and single family houses.

Map 3: Percentage of higher educated people per
COROP (2006)

Figure 23: Average disposable household income
(2006)
Householdincome x 1000 €

Average The Netherlands = 25%

Householdincome x 1000 €

34
33
32
31
30
29
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27
26

> 25%
24% tot 25%
21% tot 24%
19% tot 21%
< 19%

Source: ABF-Research; data processing, Rabobank
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However, in recent decades, a positive development has taken place. In particular, the number of non-rental and single family homes has increased significantly. At the same time, many houses were withdrawn from the rental sector, which
greatly reduced this share of the housing
Figure 24: Development of total housing stock per
house type (1996-2008)
%

%

80%

80%

stock. The development of the housing stock
reflects the subdued development of demand.
During the 1996-2008 period, the housing
supply in the region increased by 8%,

60%
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40%

40%

greatest increase in the housing stock took

20%

20%

place in municipalities with large areas for

0%
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-20%

-20%

ment (VINEX locations): Barendrecht,

-40%
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Total
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Rijnmond
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Source: ABF-Research

singlefamily

multifamily

compared to a national average of 12%. The

Albrandswaard and Lansingerland (50% to
100% increase). In Rotterdam (3%) and
Dordrecht (6%) growth was limited.

The Netherlands

How the housing market functions
For the authorities and consumers, the
housing market rests on three pillars: availability, quality and affordability. Availability refers to the number of homes per
household and the correlation between the number of required homes and the
actual supply. Quality implies factors that determine the value of a house and
the living environment, both financially and emotionally. And affordability is
about the correlation between purchasing power and prices. In order to clarify
the interaction between demand and supply, we present an analysis of the
regional housing market for each pillar.
Availability
Data on the number of homes per household show that there was relatively
greater availability in the region in 2007 than else in the Randstad urban belt.
Nonetheless, in 2008 there was a regional housing shortage of some 1.6% (the

Figure 25: Composition of housing stock by
ownership (2008)

Table 3: Composition of housing stock by
construction year and size (2008)
Rijnmond Drec htsteden The Netherlands

Rotterdam

%
%
%
%

Dordrecht

<1945
1945-70
1970-90
>1990

23
28
31
19

15
33
36
16

21
27
33
19

42
35
22

33
34
33

28
34
38

Rijnmond

% Small
% Medium
% Large

Drechtsteden
The Netherlands
0%
non-rental

20%

40%

rental profit

60%

80%

100%

rental non-profit

Source: ABF

Source: ABF-Research
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difference between total availability and required supply, as a percentage of the
total stock). In absolute terms this meant a shortage of 9,000 housing units in
Rijnmond and 1,800 units in Drechtsteden. Figure 26 shows that the housing
shortage in Rijnmond is expected to abate,
Figure 26: Projected development of households
and houses, % (2010-2020)
10%

%

%

10%

whereas it will increase slightly in Drechtsteden. In order to meet the increasing
demand from household numbers and to
address the existing shortage at the same

8%

8%
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0%

time, the housing stock ought to grow at a
faster pace than household numbers. This will
indeed be the case for Rijnmond, with the
housing shortage there expected to drop by
some 7,500 homes during the coming decade.
In Drechtsteden, after an initial drop between
2008 and 2010, the shortage is expected to

Rotterdam

Highly
urbanised

Dordrecht

Moderately
urbanised

Rijnmond

Households

Source: Primos forecast, 2009

Drechtsteden

The
Netherlands

Houses

increase. These projections are based on
assumptions about the development of households and the housing stock. If current circumstances should result in fewer houses being
built than planned (which will undoubtedly be

the case), the picture will be somewhat different.
Even if housing availability is relatively good, this is no guarantee that there will
not be a mismatch between demand and supply. A mismatch can occur when the
quality of available houses, neighbourhoods and living environment does not
meet the requirements of house-hunters.
Quality
Improving the quality of houses, neighbourhoods and living environment is a
theme that has received considerable attention in recent policy actions.
Awareness is growing that the tackling of problem neighbourhoods requires a
parallel effort in a physical and socio-economic sense. The issue of quality and
liveability is chiefly a major urban problem. Map 4 gives an indication of neighbourhoods in Rijnmond and Drechtsteden that have a low score on the liveability
scale1. Compared to the national average in 2006, these neighbourhoods score
poorly particularly on the dimensions housing stock2, demographic profile3 and
safety4. On account of the relatively poorer housing stock and liveability in the
region, the average property tax (WOZ) value per housing unit is well below that
of the rest of the Randstad urban belt and its environs (Map 5). Particularly in
Rotterdam various initiatives such as the so-called ‘Rotterdam Law’ are being
undertaken to improve the liveability of certain areas.
1

VROM – Liveability barometer, see www.leefbaarometer.nl
Based on indicators such as housing density, presence of ‘desirable’ houses (detached,
semi-detached) and absence of ‘undesirable’ houses (flats, social rented housing).
3
Based on indicators such as the number of unemployed job-seekers, higher educated and
double income earners.
4
Based on indicators such as public nuisance, violent crime and vandalism.
2
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Under this law it is possible to exclude people from allocation to housing who
have no paid employment and do not live or have not lived in the urban district
of Rotterdam. The law aims to combat the further concentration of disadvantaged groups, and its extension recently received ministerial approval. Moreover,
in order to give a physical and socio-economic boost to these neighbourhoods, it
is hoped to attract first-time buyers and those trading up with the sale of ‘doerupper’ houses that require.
Affordability
The WOZ value of a house for tax purposes is a financial reflection of the house’s
quality. The WOZ rating expresses the correlation between quality and
affordability. Earlier in this Quarterly we have seen that the housing market
regions of Dordrecht and Rotterdam have been among the most affordable
regions in the Netherlands for some years (together with Almere, Groningen,
Leeuwarden and Maastricht). In view of future demographic and housing
development, this affordability would appear to be secure for the coming years.
Regional qualitative differences in housing stock contribute to significant gaps in
affordability between municipalities. These gaps are particularly marked in the
Rijnmond region. Houses in the municipalities of Schiedam, Brielle and Bernisse
are the most affordable, with an index value of between 150 and 170 in the past
year. By contrast, houses in Barendrecht and Lansingerland had an affordability
index of between 100 and 115, which made these the least affordable municipalities. There are various reasons for this. In Brielle and Bernisse it is the
combination of demand for upmarket houses with a relatively downmarket
housing supply. In Schiedam, the housing supply consists mainly of cheaper
houses. In fact, in the first quarter of 2010, this municipality had the lowest
median house price of the entire Rijnmond region. The poorer affordability in
Barendrecht and Lansingerland during that period is mainly due to the relatively

Map 4: Excerpt from liveability barometer at
neighbourhood level (more green = more liveable)

Map 5: Average WOZ valuation per house per
COROP (2008)
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high median house prices. In these towns newly constructed houses account for
a large share of total houses sold. The differences between levels of affordability
in the Drechtsteden region are much smaller. During the past year, Papendrecht
was the most affordable municipality and SlieMap 6: Affordability per municipality
(1st quarter 2010)

drecht the least affordable.
Conclusion
The times in which population growth drove up

Lansingerland

housing demand in Rijnmond and Drecht-

Capelle
aan den
IJssel
Schiedam

Maassluis
Rozenburg

Vlaardingen

steden are over, for the time being at any rate.

Krimpen
aan den
IJssel

Rotterdam

Westvoorne

While demand for houses is still rising, the

Brielle
Ridderkerk

Hellevoetsluis

Bernisse

Albrandswaard

Barendrecht

Spijkenisse

Alblasserdam

HendrikIdoAmbacht

Papen- Sliedrecht
drecht

HardinxveldGiessendam

Zwijndrecht

Dordrecht

demand will be subdued. People are departing
for regions with a stronger economic dynamic

Average The Netherlands: 128
Average Rijnmond and Drechtsteden: 148
160
130
128
111
0

overall exit surplus will ensure that this

and with a more attractive housing and living

- 177
- 160
- 148
- 128
- 111

environment. The housing stock is an

Source: NVM, Rabobank

important feature of this environment. In
Rijnmond / Drechtsteden it does not entirely
match the wishes of house-hunters. The

quality of the housing stock in the region is relatively poor, partly because of a
large percentage of rental housing and high-rise complexes. However, housing
availability is relatively plentiful, owing to the limited rise in demand.
Accordingly, there is relatively little tightness on the housing market in Rijnmond
and Drechtsteden, and the gap between the existing housing stock and the
desired housing stock will be likely to disappear altogether in the coming years.
New housing developments in the region cater better to the wishes of potential
house-buyers. A large share of new housing in Rijnmond consists of non-rental
and single family houses. However, this renewal of the housing stock is
concentrated in a few municipalities, leaving the rest of the region behind in this
respect. This contributes towards a concentration of low-income households in
certain parts of the region.
Plentiful availability of housing results in high affordability of houses in Rijnmond
and Drechtsteden. The average WOZ valuation of houses in the region is low by
comparison with the rest of the Randstad urban belt. In view of the continuing
exodus of inhabitants, the high affordability – low average house price – does
not make the region more attractive as a place to live. To improve the region’s
desirability, stronger development of employment opportunities and an improvement of the total housing and living environment are essential.
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Securitisation of Dutch mortgages
Securitisation has become one of the most important financial innovations on
the Dutch market in recent years. It is a financial process through which illiquid
assets are made liquid, thus making them tradable. They are used, for instance,
to finance mortgages. A description of how these instruments work is contained
in the Special Report 2008/12 Tweedehands hypotheken: securitisatie [Secondhand mortgages: securitisation].5 During the past two years the secondary
mortgage market was hard hit by the credit crisis. However after an arid period
in the market, new transactions have been taking place since late 2009. Below is
an update on developments.
Market Developments
The Dutch securitisation market is one of the most resilient of the European
RMBS (Residential Mortgage Backed Securities) markets, thanks to low credit
losses. Currently, the Dutch RMBS market occupies a leading position in newly
issued bonds in Europe, after these dried up completely with the credit crisis.
Investors had become risk-averse, and many large investors, including
Structured Investment Vehicles (SIVs), found themselves obliged to sell their
bonds. This pushed prices down and reduced liquidity in the market.
Furthermore the lower volume of trade removed transparency from the market
and the spread between asking price and selling price widened. At the same
time, rating agencies reduced the rating of many securitisation transactions that
had a high AAA credit rating. In the case of Standard & Poors, over a third of
transactions in 2009 were downgraded in this way. This downgrading was caused
by both stricter rating criteria and substantial credit losses on securitisation
deals. Additionally, investors feared a deferral of early redemption of the bonds,
which would increase the maturity (= higher existential risk). However, since
April 2009 trade has picked up on the secondary markets, which is favourable
for liquidity, trade volumes and price transparency. The existential risk also
abated because (i) issuing institutions were redeeming their bonds after all, and
(ii) several issuing institutions made a bid for their own outstanding securitysation deals (buy-back actions). Market sentiment improved considerably,
resulting in five public Dutch RMBS transactions having since taken place. And
more are expected to follow.
Securitisation in the Netherlands
Securitisation works via a Special Purpose Vehicle (SPV) which buys the illiquid
assets, thus reducing the risk of bankruptcy of the mortgage lender. The SPV
finances this purchase by issuing tradable bonds. Interest and repayments on
the underlying assets are used by the SPV for interest and repayments on the
tradable bonds.
Another very important element of securitisation is tranching i.e. spreading the
risk across the various bonds. For this purpose, the bonds are divided into

5

See: www.rabobank.com/kennisbank.
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classes (A,B or C). The financial obligations (interest and repayment) of the
Class A bonds are discharged first, followed by the Class B bonds and finally the
subordinated Class C bonds. Sometimes a class is subdivided into sub-classes,
A1 and A2, which are also repaid in sequence.
Tranching permits the most senior (paid out first)

Figure 27: Dutch RMBS transactions
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In recent years, the Dutch securitisation market
has grown considerably. Of all Dutch outstanding
mortgage credit (December 2009: EUR 537
billion) on private housing, some EUR 210 billion

crisis banks increasingly resorted to securitisation
in order to create bonds that would serve as
collateral for (i) funding from the European

Source: Rabobank

Central Bank or (ii) emergency measures to
access liquidity quickly if necessary. Before the
credit crisis, transactions of this nature accounted for 15% of all RMBS deals.
Their share has since risen to 59% (EUR 124 billion). The estimated percentage
of outstanding public transactions thus dropped from 85% before the credit
crisis to 41% of all securitisation deals conducted in December 2009. The
percentage of public transactions has dropped as a result of a lack of new
issuance and repayments on existing transactions. Figure 27 illustrates the new
issuance of Dutch RMBS transactions.
Primary markets
In December 2009 Delta Lloyd reopened the Dutch RMBS market with a bond of
EUR 904.5 million called Arena 2009-I. Of the amount issued, a tranche of EUR
189 million was rated Class A1 and a tranche of EUR 643.5 million was rated
Class A2. A remaining tranche was accorded a lower rating and was retained by
Delta Lloyd. The securities with a triple A credit rating were sold to third-party
investors at a one-month Euribor interest rate (€ 1m) plus a margin of 110 basis
points (bps) (+1.10%) and one-month Euribor (€ 1m) plus a margin of 140 bps
(1.40%) respectively. With 50 participating investors from 13 European
countries, the issuance was received with great interest. The transaction was
soon followed by Friesland bank with an RMBS of EUR 497.8 million (Eleven
Cities 4). In 2010 there have so far been three public RMBS transactions: SNS
(Hermes XV) in February, NIBC (Dutch MBS XV) in March and Obvion (STORM
2010-I) in April. STORM 2010-I Class A1 is priced at three-month Euribor plus
80 bps (0.80%) and the Class A2 bond is priced at three-month Euribor plus 100
bps (1.00%), the lowest interest rate margin in Europe for a public transaction
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since the credit crisis. Rabobank was responsible for placing the Arena 2009-I,
Hermes XV and STORM 2010-I bonds with investors. Additionally, in 2010 Fortis
completed two private placements: EUR 4 billion in March and EUR 3 billion in
April via the Dolphin programme. Outside the
Figure 28: Secondary spread on AAA RMBS NL &
UK
Basis points

Netherlands, RMBS issuances have only taken
place in the U.K. Table 4 gives an overview of
recent public RMBS transactions in the
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Netherlands.

improved confidence among investors. In the
meantime, because of the debt crisis in Greece,
the spread has risen to 120 bps (1.20%).
Incidentally, the gap with the pre-crisis level

(January 2007: 0.10%) is still large, possibly allowing room for further
narrowing in the future. This will make securitisation interesting again for
suppliers of money to the Dutch mortgage market. Figure 28 clearly shows that
the spread in the Netherlands is smaller than in the U.K. Furthermore, Dutch
RMBS transactions have the smallest spread in Europe. Reasons for this include
(i) the relatively low level of payment arrears and credit losses on the Dutch
mortgage market and (ii) the limited nature of the price decline on the Dutch
housing market during the credit crisis.
Investors in the Dutch RMBS market
The investor base for Dutch RMBS is growing. As Table 5 shows, the investors
consist mainly of banks, fund managers, pension funds and insurers. These
groups are chiefly located in the U.K., France and the Netherlands, but
participation in other countries is increasing. Pre-crisis investors, such as SIVs,
that used short-term paper markets to finance long-term RMBS securities have
disappeared. Their business model failed to survive the credit crisis. However,
these have been replaced by new investors.
RMBS before/after the credit crisis and solvency
In the recently completed transactions, some of the most senior bonds (with an
AAA credit rating) were placed with investors, while the remaining tranche was
retained by the issuing body itself. This is a major departure from pre-crisis
practices, when not only the most senior, but also other securities were sold to
investors, including the most subordinated debt.
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In addition to funding, which was obtained via the securitisation transactions,
solvency relief was a further advantage. Solvency relief is provided through the
reduction of the risk-weighted assets, because
the risks of mortgage loans have been transTable 4: Investor & country profile RMBS NL

ferred to the external investors. However, on

Country

account of the credit crisis, the demand for

Average*

Benelux
UK & Ireland
Germany
Italy
Franc e
Nordic s
Iberia
Switzerland
*) Arena 2009-I, Hermes XV & Arena
Investor type

subordinated debt has declined substantially, and

20%
45%
4%
1%
17%
9%
3%
1%

the spread has widened significantly. This has
resulted in a decline in securitisation as an
instrument for solvency relief. Furthermore,
Dutch banks have switched to BIS II (Bank for
International Settlements) solvency requirements for mortgage loans which are less

Average*

Banks
Fund Managers
Insurers
Pension Funds
*) Arena 2009-I, Hermes XV & Arena

57%
37%
3%
3%

stringent than those of BIS I. This is why the
recent Dutch securitisation programmes are only
used as a funding instrument and not as an
instrument for solvency relief.
However, on 22 April 2010 Fortis announced that
it had appointed Cohen & Company (a hedge

Source: Rabobank

fund) for private placement of Class E bonds.
These are the most subordinated class of debt
within Fortis’s Dolphin programme. Fortis hopes to use these transactions to
achieve solvency relief by means of selling part of the credit risk on its mortgage
portfolio.
Conclusion
Securitisation is one of the most important financial innovations which is widely
used in the Netherlands in order to finance mortgages During the credit crisis
the Dutch housing and mortgage markets proved to be particularly resilient, with
low credit losses and only a limited decline in house prices. This has elevated the
Dutch RMBS market into a leading position in new issuance of these securities in
Europe. Rabobank too is active in this market, and has also successfully
facilitated the completion of a number of transactions. The new securities have
been sold to both existing and new investors.

Table 5: Recently conducted Dutch RMBS transactions

Issuer
Fortis Bank (PP)
Fortis Bank (PP)
Obvion (A1)
Obvion (A2)
Fortis Bank (PP)
NIBC (A1)
NIBC (A2)
SNS Bank
Friesl. Bank
Delta Lloyd
Delta Lloyd

Program

Rating

Size

Coupon

Maturity

Date

Dolphin 2010-II
Dolphin 2010-II
STORM 2010-I
STORM 2010-I
Dolphin 2010-I
Dutch MBS XV
Dutch MBS XV
Hermes XV
Eleven Cities 4
Arena 2009-I
Arena 2009-I

Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA
Aaa/AAA

2.000
2.000
240
704
3.000
182
531
1.398
560
189
644

3m€ +107
3m€ +113
3m€+80
3m€+100
3m€ +112
1m€+ 110
1m€+ 145
3m€+115
3m€+140
1m€+110
1m€+140

4yrs
6yrs
2yrs
5yrs
5yrs
2yrs
5yrs
3yrs
5yrs
2yrs
5yrs

apr-10
apr-10
mrt-10
mrt-10
mrt-10
mrt-10
mrt-10
feb-10
dec-09
dec-09
dec-09

Source: Rabobank
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Key figures
House Prices
Year-on-year change (%)

2008

2010 a

2009

2011 a

NVM (median house price)

0.0

-7.4

4

1½

Land Registry (purchase price)

2.6

-6.3

½

1½

3.1

-3.5

-1¾

1

2.6

-3.2

-1

1

2008

2009

2010 a

2011 a

Sales transactions

182

128

135

145

Newly built homes

79

83

65

60

2008

2009

2010

2011

1,961

2,256

-

-

2008

2009

2010 a

2011 a
1¾

Statistics Netherlands/Land
Registry (PBK)
ABF Valuation (WOX)

Totals
x 1000

Totals

Enforced Sales

Key economic figures (May 2008)

GDP (growth, %)

2

-4

1¾

Inflation (%)

2.5

1.2

1¼

1

Unemployment (x 1000)

304

380

483

472

2008

2009

2010 a

2011 a

83

98

100

94

Rabobank affordability index
x 1000
Affordability index b

Interest rates c
Level (%)

10 May 2009

+3m d

+12m d

3-month eurozone

0.68

0.72

1.58

10-year Euroswap
Mortgage interest rate, 5-10
year fixed

3.14

3.17

3.50

5.12e

a

Rabobank outlook
The Rabobank affordability index is calculated based on the average property price (Land Registry) and average
household income (Statistics Netherlands). An annuity mortgage is used with a duration of 30 years and a forced
sale value of 80 percent of the market value, and a monthly expense quota of 30 percent. An affordability index
greater than 100 indicates that the average house is reasonably affordable. An affordability index below 100
indicates that an average property is not reasonably affordable without injecting personal capital.
c
Forecasts by Financial Markets Research, Rabobank International
d
Outlook for +3 and +12 months respectively
e
March 2010 monthly average, DNB
b

May 2010

Rabobank Economic Research Department

32

Dutch Housing Market Quarterly
Colophon
The Dutch Housing Market Quarterly is a publication of the Economic Research Department (ERD) of
Rabobank Nederland. The view presented in this publication has been based on data from sources we
consider to be reliable. Among others, these include EcoWin, Land Registry, NVM, DNB, CPB and
Statistics Netherlands ( Statistics Netherlands).
This data has been carefully incorporated into our analyses. Rabobank Nederland accepts, however, no
liability whatsoever should the data or prognoses presented in this publication contain any errors. The
information concerned is of a general nature and is subject to change.
No rights may be derived from the information provided. Past results provide no guarantee for the
future. Rabobank and all other providers of information contained in this brochure and on the websites
to which it makes reference accept no liability whatsoever for the brochure’s content or for information
provided on or via the websites.
The use of this publication in whole or in part is permitted only if accompanied by an acknowledgement
of the source. The user of the information is responsible for any use of the information. The user is
obliged to adhere to changes made by the Rabobank regarding the information’s use. Dutch law
applies.
The Economic Research Department is also on the internet: www.rabobank.com/kennisbank
For other information, please call the ERD secretariat on tel. 0(031) 30 – 2162666 or send an email to
‘economics@rn.rabobank.nl’.
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