Charts published in May 2012

From February 2012, some curves about the number and the total amount of property sales are not updated, due to biases generated by the shortening of the lag between the signature of the sales and their registration by the Tax Department.  They will be next updated in June, 2012.
Cf. http://www.cgedd.developpement-durable.gouv.fr/effet-du-raccourcissement-du-delai-a1189.html
The other curves, including those about home prices, are updated as usual.
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1. SINCE 1800 



               Update of charts of the paper “Le prix des logements sur le long terme” downloadable at http://www.cgedd.developpement-durable.gouv.fr/rubrique.php3?id_rubrique=137
1.1. Home price index relative to disposable income per household (*)                                                            1.2. Total amount of home sales as a % of gross domestic product
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Source CGEDD after INSEE, notaries’ databases, deseasonalized Notaires-INSEE indices, Duon, Toutain, Villa (CEPII).                                                 Source: CGEDD after Tax Department, INSEE and Toutain.  By exception, rates other than the regular rate apply to some donations.  Cf. ‎[13], ‎[15].

(*) From 1965 to 2001, the index of home prices in France relative to disposable income per household has remained inside a horizontal 20% wide « tunnel ».  The high level of the Paris ratio prior to 1914 should not be interpreted as signalling a devaluation of buildings with respect to income per household during the 20th century, cf. § 2.2.3. of ‎[2], ‎[3] and this comment.
1.3. Value of an investment in stocks relative to long term trend (**)                                                                  1.4. Inflation and long term interest rate
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 [image: image4.emf]Inflation and long term interest rate
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Source: CGEDD after Arbulu, Schwert, Shiller, EuroNext, S&P, Chabert, Lévy-Leboyer, INSEE, STAT-USA and US Department of Labor.                      Source : CGEDD after Vaslin, Loutchitch, Banque de France (TMO then TME), Chabert, Lévy-Leboyer and INSEE.

(**) Since 1802, the value of an investment in US stocks has been winding around a long term trend which grows by 6.6% per year plus inflation.  In the 19th century, the value of an investment in French stocks wound around a parallel long term trend; from 1914 to 1965, it crumbled relative to this long term trend; since 1965, it has been winding around the same long term trend as US stocks.  Cf. ‎[2], ‎[3].
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2.1. Home price index and amount of existing-home sales                                                2.2. International comparison                                                                                           
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Source: CGEDD after INSEE, notaries’ databases, deseasonalized Notaires-INSEE indices and Tax Department                              Source: CGEDD after INSEE, notaries’ databases, deseasonalized Notaires-INSEE indices, Freddie Mac, FHFA, R. Shiller,

(*) The long term trend by which we divide the home price index is the disposable income per household, in            S&P/C-S, Census Bureau, Bureau sof Economic Analysis,and of Labor Statistics, UK DCLG, UK National Statistics, HBOS.
parallel to which it has been growing from 1965 to 2001, cf. ‎[2], ‎[3].  The long term trend by which we divide the      The methodology of an index may impact its long term trend: the differences in the long term trends of the 
amount of sales of existing homes (total of the amount of all sales) is the consumers’ price index plus 4.9% per      various indices shown on this chart may be caused at least in part by differences in methodology.  Cf. ‎[2], ‎[3], ‎[5].

year, in parallel to which it has been growing from 1970 to 2000. Cf. ‎[2], ‎[3], ‎[13].
2.3. Home price index and rent index                                                                                   2.4. Comparison per area
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Source: CGEDD after INSEE, notaries’ databases and deseasonalized Notaires-INSEE indices.  Cf. ‎[2], ‎[3].                                   Source: CGEDD after INSEE, notaries’ databases and deseasonalized Notaires-INSEE indices.  “Province” means France 
                                                                                                                                                                                      minus the region of Paris.  Cf. ‎[2].
The abscissas are the middle of the basis of the quantities represented.  Example: on chart 2.1., the 12 month-cumulated amount of transactions at end December 2008 relative to its long term trend is shown on abscissa July 1st, 2008.
3. Home price index and home purchase finance
3.1. Home price index
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Source: CGEDD after INSEE, notaries’ databases and deseasonalized Notaires-INSEE indices.

Comparing this chart to chart 3.3. below shows that periods when interest rates (nominal or net of inflation) have been low (resp. high) (chart 2.3.) have not coincided particularly with periods when the home price index has been high (resp. low) with respect to its long term trend (chart 2.1.).  Although counter-intuitive, this phenomenon is the fundament of the diversifying power of housing investment with respect to bond investment.  Cf. ‎[2], ‎[3].
3.3 Interest rate and inflation
[image: image10.emf]Long Term Interest Rate and Inflation
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Source: CGEDD after INSEE and Banque de France (TMO before 1989, TME from 1989 to 2003, interest rate on residential mortages with an initial fixed-rate period longer than 1year fom 2004).
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3.2. Affordability index
[image: image11.emf]Affordability index
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Source: CGEDD after INSEE, notaries’ databases, deseasonalized Notaires-INSEE indices & Banque de France.  The “affordability index at nominal interest rate” reflects the quantity of existing housing a household may purchase for a given initial monthly mortgage payment relative to its income and a given deposit relative to its income.  It is assumed that, in 1965, the purchase was financed 50% by a mortgage (15 year fixed rate), 25% by home resale and 25% by a deposit.  When inflation is high (1968-1985), we use the “affordability index at real interest rate” which is similar but assumes that the mortgage interest rate is equal to the nominal interest rate minus the inflation rate.  This is fancy (in part because the real interest rate can be negative when inflation is high) but partly reflects the impact of expected inflation (assumed equal to past 12 month inflation) on the initial mortgage payment accepted by borrowers and lenders.  Housing subsidies are not included (their impact is small compared to the volatility of the index).  Cf. § 2.3.3. of ‎[2] and ‎[3].
3.4 Mortgage length to purchase the same dwelling, first-time buyer
[image: image12.emf]Mortgage length to purchase the same existing dwelling with the same deposit to 

income and initial payment to income ratios, basis 1965=15 years
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Source: CGEDD after INSEE, notaries’ databases, deseasonalized Notaires-INSEE indices & Banque de France.  The deposit is assumed equal to 10% of the price in 1965 and growing like the income per household.  The balance is financed by a mortgage (no home resale since this is a first time purchase).  Excluding housing subsidies (their impact is small compared to the volatility of the index).  About the “length at interest rate net of inflation”, cf. chart 3.2. above.  Cf. § 2.3.3. of ‎[2].
4. Numbers and amounts of sales                                                                                                                                                                                                                             Page 4
4.1. Number of property sales taxed at the regular rate                                                     4.2. Number of existing-home sales
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Source: CGEDD after CGDD/SOeS (Existan), Tax Department (MEDOC & Fidji) and notaries’ databases.  Numbers are              Source: CGEDD after CGDD/SOeS (Existan), Tax Department (MEDOC) and notaries’databases.  Numbers are rounded to
rounded to the nearest ‘000 but should not be considered accurate to the ‘000.  Cf. ‎[15] ‎[16], ‎[17], ‎[18] and ‎[19].    the nearest ’000 but should not be considered accurate to the ‘000.  Cf. ‎[15] ‎[16], ‎[17], ‎[18] and ‎[19].
4.3. Sales of properties of all types taxed at the regular transaction tax rate
4.3.1.12-month and 3-month cumulated number      4.3.2. 12-month change in the 12-month nbr  4.3.3. 12-month change in the 3-month nbr     4.3.4. 12-month change in the 12-month and 3-month cum. number
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Source: CGEDD after Tax Department (MEDOC & Fidji).  These sales include not only existing-home sales (the number of which is shown on chart 4.1. and 4.2.), which represent around 2/3 of the total number and 80% of the total amount on average over all of France, but also sales of commercial properties and of VAT-exempt constructible land.  “Province” means France minus the region of Paris.  Cf. ‎[13], ‎[14], ‎[15] and ‎[18].
5. Credit                                                                                                                                                                                                                                                                        Page 5
5.1. Households’ mortgage debt and gov’t debt interest rates      5.2. Households’ mortgage debt and gov’t debt            5.3. Households’ new and outstanding mortgages
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Source : CGEDD after Banque de France.                                                                                          Source : CGEDD after Banque de France and INSEE. Cf. ‎[20].                                Source : CGEDD after Banque de France and INSEE. Cf. ‎[20].
6. Miscellaneous
6.1. Apartments vs detached houses:        6.2. Housing construction and change in the number of                 6.3. Synthesis : three main aggregates (price, number and amount of 
relative change in the price indices            households                                                                                        existing-home sales) relative to their respective long run trend
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Source: CGEDD after deseasonalized Notaires-INSEE indices    Source: CGEDD after CGDD/SOeS and INSEE.  From 1985, Sit@del2 retropolated, real date before       Source: CGEDD after Tax Department, INSEE, notaries’ databases and deseasonalized
From 1965 to 2000, apartment prices grew slower         1/1/10 then registry date.  About the sensitivity of home prices to construction, cf. ‎[11].          Notaires-INSEE indices. About the “biased index” of the number of transactions and its 
than detached house prices, by around 1.5% per year                                                                                                                                            « interpretation, cf. § 5.2.1. of ‎[2] and ‎[13].
« province » and 1% per year in the region of Paris 
minus Paris.  Cf. ‎[12].  The sharp increase in home 
prices from 2002 has coincided with an inversion 
of this long term trend.
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