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There is growing concern about inequality in the developed economies. Now that we are seeing a recovery in the
Spanish property sector, it is worth reflecting on the role that trends in the housing market have played and may
play in widening or narrowing differences among people’ s income and wealth.

The rise in unemployment was the main factor behind the increase seen in inequality among wage incomes in
Spain in the past few years, and 50% of this was due to the adjustment seen in the property sector. Therefore one
of the consequences of the recovery in employment that we are seeing in the construction sector will be a
reduction in inequality. However, the sector will not return to its pre-crisis dimensions. Additionally, growth in
productivity remains low and temporary employment high, so it will be difficult for wage incomes of those regaining
their jobs to reach relative levels similar to those of 2008.

Apart from this, the adjustment in housing prices explains a significant part of the increase in wealth inequality.
Crucially, low and middle income households, whose assets, built up over many years, have been concentrated in
the property sector, have been hit particularly hard by the fall in the value of bricks and mortar. Conversely, the
households with the highest incomes have a more diversified portfolio of investments, which means that with the
recovery in the value of financial assets, their wealth has been affected less. Again, this increase in inequality
should correct itself over the next few years as the trend currently seen in prices is confirmed. However, as in the
case of wage income, it is unlikely to serve to correct entirely the imbalances that have been generated. For
example, some households postponed their decision to buy a home during the crisis, and they will not benefit from
revaluation. What is more, the uneven nature of the recovery will open up new gaps, for example between city and
country, city centres and outskirts, beach resorts with foreign tourists and purely domestic ones, and so on.

Without giving an exhaustive list, there are other, less obvious, factors whereby the sector has contributed to
increasing or maintain inequality. One important one is its role in explaining the lack of geographical mobility in
Spain. In this regard, although there have been movements of workers from areas of high unemployment to
autonomous regions with less unemployment, the migration observed seems relatively limited. On the one hand,
home ownership, households’ high level of indebtedness and the fall in prices have limited people’ s ability and
inclination to move. On the other, the lack of supply of suitable and affordable rental housing in the most dynamic
cities has constituted a significant obstacle for recovery in employment.

Lastly, the sector has also played an important role in the discontent over the increase in inequality. If this increase
had come about as a result of people’ s conscious, informed decisions, it is possible that the sense of grievance
would be less intense. However, the unemployment we saw was anything but voluntary. Also, the fall in prices
affected people differently, simply due to the location of the assets, which in many cases depends on factors
beyond their control. Crucially, there is a perception that one of these factors may have been the influence exerted
by persons, businesses or groups favoured by regulations that have allowed them to extract rents at the cost of the
rest of society. In this regard little progress has been made. Although the recovery we are seeing in the sector will
serve to reduce some of the imbalances that have been generated, there is a need to push for appropriate public
policies involving all levels of the administration, to prevent new forms of inequality taking hold and generating
further discontent with their source.
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This document, prepared by the BBVA Research Department, is informative in nature and contains data, opinions
or estimates as at the date of its publication. These derive from the department’ s own research or are based on
sources believed to be reliable, and have not been independently verified by BBVA. BBVA therefore makes no
guarantee, either express or implied, as to the document's accuracy, completeness or correctness.

Any estimates contained in this document have been made in accordance with generally accepted methods and
are to be taken as such, i.e. as forecasts or projections. Historical trends in economic variables (positive or
negative) are no guarantee that they will move in the same way in the future.

The contents of this document are subject to change without prior notice, depending on (for example) the economic
context or market fluctuations. BBVA does not give any undertaking to update any of the content or communicate
such changes.

BBVA assumes no liability for any loss, direct or indirect, that may result from the use of this document or its
contents.

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, disinvest or obtain any
interest in assets or financial instruments, nor can they form the basis of any contract, undertaking or decision of
any kind.

In particular as regards investment in financial assets that could be related to the economic variables referred to in
this document, readers should note that in no case should investment decisions be made based on the contents of
this document; and that any persons or entities who may potentially offer them investment products are legally
obliged to provide all the information they need to take such decisions.

The contents of this document are protected by intellectual property law. The reproduction, processing, distribution,
public dissemination, making available, taking of excerpts, reuse, forwarding or use of the document in any way
and by any means or process is expressly prohibited, except where this is legally permitted or expressly authorised
by BBVA.
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