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REAL ESTATE ACTIVITY
The housing sector recovery continues to make
progress

Félix Lores Juberias and Ignacio San Martin

Housing sales growth moderated in February while the mortgage market regains dynamism.
On the other hand, the upturn in construction activity was mirrored in the land market, with
an increase in transaction numbers and a mild rise in the price of urban plots.

Housing sales growth moderated in February

In February, the General Council of Notaries registered sales of 26,562 homes. After adjusting for the
seasonality typical of the month, we are seeing a slowdown in sales growth relative to recent months, and in
February transactions were up 1.4% compared to January (Figure 1).

The demand fundamentals continue to exhibit growth, with employment still on the rise and unemployment
again down. Both the figures for those registered with Social Security in March and from the first quarter
Labour Force Survey (EPA) again showed progress in the labour market. This, together with further gains
made in restoring consumer confidence in March, means that demand is on a sounder footing than it was a
few months ago.

The mortgage market is picking up

The better situation for demand, combined with a fall in the cost of borrowing, is boosting mortgage market
activity. The volume of credit for new home-purchase transactions again rose in February, as illustrated in
Figure 2. This also translates into an increase in the number of mortgages for home-buying, which amounted
to 19% YoY in February.

Interest rates continue to respond to monetary policy, as is reflected in the further fall for 12-month Euribor
for March, which closed at 0.21% or 0.04pp down on the previous month. The mortgage rate associated with
new transactions is therefore expected to remain on a downward path, having fallen to 2.53% in February,
which is 0.05pp below the January figure.

Construction activity continues its recovery

The figures on construction activity tell us that recovery in the residential segment is forging ahead. First,
notable progress is still being made by the labour market, with employment in the sector posting an above-
average performance in March, growing 0.8% compared to the previous month (Figure 3). Moreover,
unemployment in the sector also came down more than on average. This showing was also endorsed by the
Labour Force Survey data, which revealed 12.6% growth YoY for construction employment in the first
quarter of the year.

Cement consumption added another month of growth and the volume used in March rose to a YoY rate of
8.2%. Along the same lines, the residential construction climate indicator ticked up again in March, with order
levels up and an improved employment trend, which meant increases in the output level and the number of
days of guaranteed work.

All in all, in February the number of permits signed for new housing construction (4,203 units) again
surprised on the high side, following the major rise registered for the previous month. Thus new home starts
for the first two months of the year posted a YoY increase of 48%.
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Land market prospects are turning positive

The improvement in the demand for residential assets is also feeding through into the urban land market.
Thus in 2014, urban land sales totalled 15,900 transactions (Figure 4), a rise of 9.2% over 2013 sales,
according to the figures from the Ministry of Public Works. This increased demand for plots basically
emerged among populations of over 10,000 inhabitants, where sales grew 26.3% YoY. In general, land

markets are showing more activity in those regions that are more tourism-oriented, whereas they are at a
relative standstill among those lying inland.

After the 45% correction from highs, urban land prices have begun to stabilise, so the increased demand has
been reflected in a slight rise in land prices, which came up by 5.2% in 2014, nationwide. From a regional
standpoint, the higher land prices focussed on certain markets in Andalusia, Madrid, Catalonia, Galicia and
the Basque Country, whereas in the other regions prices are still undergoing an adjustment.

Figure 2
Figure 1 Spain: lending for new home purchase
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Source: BBVA Research based on CIEN Source: BBVA Research based on central bank figures
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Spain: Social Security affiliation in construction,

monthly average (swda data)
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Spain: urban land transactions (YoY)
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Source: BBVA Research based on MESS Source: BBVA Research based on MFOM
Table 1
Spain: real estate sector indicators
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar
14 14 14 14 14 14 14 14 14 14 15 15
Sales (%, MoM swda) 0.6 12 14 -01 49 21 -19 44 28 25 14
Affiliations to the S.S. (%, MoMswda) 0.2 02 01 01 01 02 02 04 03 03 04 05
Unemployment (%, MoM swda) -0.9 -05 -03 01 -04 -06 -05 -08 -04 -09 -10 -1.2
Employment LFS (%, QoQ swda) 1.0 0.4 0.9 0.7
Demand Unemployment rate (% Labour force) 245 23.7 23.7 23.8
variables )
Interest rate of new operations (%) 3.03 3.01 3.11 294 293 296 287 272 256 258 253
New loan for house purchase (%, YoY) 3.8 5.0 26.1 17.7 -3.0 30.7 233 338 469 39 180
Gross disp. income (%, YoY) 0.6 2.8 35
Consumer confidence (index) 3.6 7.7 56 36 95 56 37 -13 58 116 144 16.1
Affordability (% household income) 36.5 35.5 34.8
Permits (%, MoM swda) -1.2 0.8 -80 113 -36 06 -45 -17.8 -90 84.1 6.2
Cement consumption (%, MoM swda) -0.9 03 -1.7 40 -21 07 23 -05 10 -04 -04 03
Affiliations to the S.S. in const. (%, MoM
SQPPW swda) 00 01 02 02 03 00 05 08 07 05 12 038
variables
Unemployment in const. (%, MoM swda) -1.6 -1.8 -1.7 -15 -14 -15 -17 -17 -10 -21 -22 -17
Business climate in construction (index) -68.7 -53.6 -73.5 -44.2 -445 -33.3 -44.3 -455 -44.0 -42.1 -37.4 -26.7
Land sales (%, YoY) -0.9 21.0 2.7
Housing price (%, YoY MFOM) -2.9 -2.6 -0.3
Price Housing price (%, QoQ MFOM) -0.2 -0.2 0.5
Housing price index (%, YoY INE) 0.8 0.3 1.8
Housing price index (%, QoQ INE) 0.5 -0.2 0.0
Source: BBVA Research based on national data bases
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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.



