RECENT HOUSE PRICE DEVELOPMENTS IN THE EURO AREA

Residential property prices in the euro area

decreased by 0.2% year on year in the fourth

quarter of 2011, after having increased by

around 1% in the second and the third quarter
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also reflects the confluence of different factors Sources: National data and ECB calculations.

that are impacting on housing markets more ~ NiE; See foctnofe 1in the text for details on the compilation
generally. Bank lending rates are at low levels

but, at the same time, banks’ credit standards tightened in the second half of 2011. Furthermore,
unemployment, and thus the uncertainty surrounding households’ income and the affordability of
housing, increased again towards the end of 2011. At the same time, the tensions in some segments
of financial markets in the euro area may have bolstered demand for real assets in some parts of
the euro area, reflecting the uncertainty surrounding the return prospects of financial assets.

The latest developments in euro area house prices continue to mask very different patterns across
countries (see the table). For example, in the course of 2011 the annual rate of growth in house
prices in France fell considerably, from 7.0% in the first quarter to 3.9% in the fourth quarter.
It also moderated sharply in Finland, to stand at 1.0% in the fourth quarter. In some countries,
such as Ireland, Spain and the Netherlands, the annual growth rates were negative at the start
of 2011 and had moved even deeper into negative territory by the end of the year. In Ireland and
Spain, the negative annual growth rates reached double digits in the fourth quarter of 2011, while
1 Since 2010 the ECB has compiled its residential property price indicator for the euro area at a quarterly frequency. For Italy, quarterly

figures are derived from biannual observations (by using, inter alia, quarterly indicators). For further details, see the box entitled
“Recent housing market developments in the euro area”, Monthly Bulletin, ECB, December 2010.
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Weight | 2010 | 2011 2010 2011 2010 2011

(%) Hi| H2| H1| H2| Q1] Q| Q3| Q4 Q1| Q| Q3| Q4
Belgium? 38 54 31 49 59 33 - 38 59 59 59 31 35 39 21
Germany? 267 05 26 -04 15 27 25 -5 07 14 15 31 23 27 23
Estonia® 02 01 99 45 51 64 134 81 -06 62 40 22 107 144 124
Ireland? 18 -13.1 -132 -149 -112 -118 -147 -166 -13.0 -113 -11.0 -11.1 -124 -13.5 -158
Greece? 26 47 51 32 61 51 51 -18 47 52 70 54 49 43 59
Spain? 1.7 20 -74 -19 20 55 93 29 09 22 -19 41 -68 -74 -112
France? 213 51 60 32 70 70 50 12 53 65 76 70 711 62 39
Italy? 170 01 07 -02 04 09 05 . 5 = 5 = = 5 2
Cyprus? 02 25 - 05 43 49 - 00 -11 25 -62 -50 -48 -55 .
Luxembourg? 04 45 - 35 54 40 - 26 44 57 51 24 57 19 .
Malta? 01 11 13 24 -02 -13 - 45 05 15 20 26 00 18 62
Netherlands? 64 20 23 32 -08 -16 -30 -43 20 -06 -0 -12 -19 27 -34
Austria? 31 57 41 55 59 26 56 57 53 50 68 39 14 57 55
Portugal? 19 18 -02 14 22 04 -08 13 16 29 16 06 02 -08 -08
Slovenia? 04 01 27 03 06 37 17 -6 10 14 02 41 32 21 14
Slovakia® 07 -39 31 -60 -17 27 35 -83 =37 -13 21 25 28 43 27
Finland" 19 87 28 109 66 36 19 114 103 80 52 41 32 27 10
Euro area 100 11 10 03 19 16 04 08 14 18 19 20 11 10 -02

ECB

Sources: National data and ECB calculations.

Notes: Weights are based on 2009 nominal GDP. The quarterly data for the euro area aggregate include estimated quarterly data for Italy
obtained using supplementary quarterly information.

1) Existing dwellings (i.e. houses and flats); whole country.

2) All dwellings (i.e. new and existing houses and flats); whole country.

3) All flats; whole country.

the Netherlands witnessed a negative annual growth rate of 3.4%. In other countries, house price
growth over 2011 was more volatile, as in the case of Estonia, where it gained momentum before
moderating slightly at the end of the year. In Germany, the annual rate of growth in house prices
hovered between 3.1% at the start of the year and 2.3% at the end of the year. However, overall
it was clearly higher than in 2010.

All in all, in view of the still prevailing adjustment needs in some countries, developments in
house prices in the euro area as a whole are likely to remain subdued for some time to come.
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