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Mortgage rates have risen since the beginning of the year to an
average of 2.22% in Q4 2022. In 2022, € 281bn of loans were
granted, a decline of 4.6% compared to 2021.
This indicator has been falling constantly since the beginning of
2022, due directly to the rise in interest rates, which is greatly
affecting households' capacity to buy property. These are partly
offsetting the decline in purchasing power by taking out longer
loans. As a result, the average borrowing term was 246 months
(or 20.1 years) in Q4 2022, a new record.

In 2022, 1,109,000 second-hand homes were sold in France, a
fall of 5.4% year-on-year. Sales hit an all-time high in August
2021 with 1,213,000 overall sales, before slowly falling back.

MARKET DIRECTLY AFFECTED BY RISING INTEREST RATES
THE RESIDENTIAL MARKET IN FRANCEAT A GLANCE

H2 2022
TIGHTER BORROWING CONDITIONS

DECLINE IN SALES

AVERAGE INTEREST RATE HOUSING PURCHASING POWER AVERAGE LOAN DURATION

SALES OF SECOND-HAND DWELLINGS ON A ROLLING YEAR BASIS VS THE LONG TERM AVERAGE
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The latest notary figures show an average price increase of
4.8% for all second-hand homes in France between 2021
and 2022. This national average stems from a 1.7%
increase in Île-de-France and a 6.1% increase in the
regions.
The trends vary between the different markets, with prices
rising in most cities. Among the larger cities, Lyon and
Bordeaux remained flat, while in Paris prices have fallen a
further -0.8% after having already fallen for several
quarters.
Price increases were greater for houses (+5.8%) than for
flats (+3.7%) over the period.

Yields are currently stabilising in the main large cities
(Paris, Lyon, Toulouse, Bordeaux, Nantes), due to the
modest price changes in these markets. Yields are still at
floor levels, particularly in Lyon, at 2.8%. In Paris, the yield
has risen to 2.9%.
To curb inflation, the ECB has raised its key interest rates
by 300 basis points since July, bringing the refinancing rate
to 3.0%. In response, the European interbank benchmark,
the 3-month Euribor, moved back into positive territory for
the first time since 2015. The 10-year OAT also jumped by
290 basis points in 2022, up to 3.10% by year-end.
All told, the rise in key ECB rates, the 10-year OAT and the
Euribor could make residential asset yields less attractive.

IN FRANCE IN PARISIN THE FRENCH REGIONS

YIELDS

PRICES ROSE IN THE REGIONS BUT FELL IN PARIS
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Over the whole of 2022, there were 483,000 building
permits granted in metropolitan France, i.e. up 5%
compared to 2021. This record figure was higher than the
2018 peak. However, there was a slowdown in Q4.
Building starts in 2022 remained slightly above average at
336,000 units, almost stable (+2%) compared to 2021.
Although the market returned to its Q1 2020 level by mid-
year, the rise was very limited. The gap is therefore
widening between the healthy momentum of building
permits and actual building starts.

In 2022, there were 102,000 housing units reserved, a fall
of 15% compared to 2021. The market is far from its 2016-
2019 highs, when around 130,000 units were being
reserved each year. The biggest falls in reservations were
in Q3 and Q4 2022. These fell short of Q2 2020, which was
hit hard by the Covid-19 pandemic. Listings fell by 6% to
100,800 homes. The total stock of homes offered for sale
increased to 105,100 units at the end of Q4 2022, up 9% vs
Q4 2021. This is the equivalent of 15 months of take-up.
The average price of new flats in Q4 2022 was €4,756 per
sqm, up 5.7% year-on-year. Prices rose by 1.3% between
Q3 and Q4 2022. Price trends have therefore not yet been
affected by the fall in reservations, but should be in the
coming quarters.

FALL IN RESERVATIONS IN H2

RISE IN BUILDING PERMITS

BUILDING PERMITS GRANTED BUILDING STARTS

RESERVATIONS DWELLINGS PUT UP FOR SALE

In 2022, total investment in residential and “alternative”
assets came to € 5.6bn, down 23% vs. 2021.
Investment in residential in the strict sense fell by 25% to
€ 4.3bn, of which only 3% in intermediate housing.
Investment in so-called "alternative" assets came in at €
1.3bn, up sharply (+79%) vs. 2021.
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Out of the € 4.3bn invested in residential property in the strict sense in France since the beginning of 2022, portfolios accounted
for 62%. Paris and the Inner Rim dominated the market with € 1.3bn invested in residential property in these areas, followed by
the Outer Rim (€ 109m).
Half of transactions were off plan in 2022, with a large portion made up by the Lamartine portfolio bought by CDC Habitat.

Of the 145 block deals made in 2022, over half were for less than € 10m. Block deals of over € 50m meanwhile accounted for just
4% in number terms but represented 63% of the overall amount, showing the substantial weighting of major portfolios in the
market.
The banking/insurance sector dominated in 2022, followed by funds and social landlords.

RESIDENTIAL INVESTMENT IN DECLINE

2022

Outlook

The housing market is at a turning point. Households' home-buying capacity had increased almost continuously in recent years,
driven by easy financing and rising incomes, which offset or even underpinned the rise in prices. Interest rates are likely to
continue rising in 2023, which will dampen the purchasing power of households and the number of home sales. Following the
trend in the larger cities, the price curve could reverse nationwide. Meanwhile, investment could suffer from reduced appeal in
2023, given the relatively low yields on this asset class. Nevertheless, residential property remains a resilient asset category,
mainly because of the structural lack of supply in major cities and because it is still a safe haven.
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