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REAL ESTATE ACTIVITY

Improved demand is driving construction activity
Spain Unit

The information available in November on the real estate sector confirms a turning point in
demand, with two-digit growth rates, in a context of progress towards price stability. The
slight increase in the number of building permits during the summer months suggests that
the sector has already bottomed out, in terms of building activity, and that 2015 may mark
the beginning of a moderate recovery in residential developments.

The improvement in housing sales continues
The latest housing sales figures, for September, demonstrate the improvement throughout 2014: sales that
month leapt at a year-on-year (YoY) rate of 20.7% (Figure 1). This improvement in sales is underpinned by
the recovery in residential demand fundamentals: employment grew again and, in its turn, consumer
confidence continued to show an upward trend. Furthermore, all this is taking place in an environment of
financial stability which the reduction in funding costs continues to encourage. All in all, aggregate housing
sales between January and September revealed growth of 18% over the same period the year before, which
corroborates our forecast that 2014 will mark the turning point in operations.
This improved stance in sales is also having a positive impact on the mortgage markets, where the
performance of credit for new home purchases by households also grew: specifically, in September the trend
on the part of credit showed YoY growth of 16.1% (Figure 2).

The recovery in construction activity persists
The latest figures on the property industry herald the recovery of activity in the residential building segment:
new-build housing construction permits are already showing a path of growth and, up to the third quarter of
2014, have enjoyed five consecutive quarters of growth, the longest period of progress since the crisis
began. For the moment, the aggregate for the first nine months of the year shows a 5.7% increase in permits
over the same period the year before (Figure 3). All this is ratified by the figures from the Quarterly National
Accounts for 3Q published last Thursday by INE, the National Statistics Institute, in which, for the first time in
seven years, investment in housing showed a positive growth rate (1.3% in quarter-on-quarter rates).
Furthermore, businesses are feeling less negative about the future outlook for the sector, reflected in the
timid recovery in the industrial sentiment indexes in all construction segments. This improvement in activity
has also spread to the labour market, where all the employment indicators show a positive movement in the
building segment. Unemployment in the sector fell by nearly 9,500 workers in October.

Housing prices continue moving towards stability
The moderation in the housing price correction, which began a few months ago, continues: according to data
from the Ministry of Development, in the third quarter the YoY adjustment was 2.6%, that is, 0.3pp less than
the previous quarter. Even so, since they peaked, housing prices have accumulated a drop of 30.7%, which
is the equivalent, after discounting the effect of inflation, of 37.5% in real terms. Between the regions, the
change in housing prices continues to show major differences: the price has remained relatively stable, for
example, in a group of regions which make up two-thirds of the country’s economy (Figure 4).
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.

