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Abstract 
Over the past two decades, average residential real estate prices in the European Union 
have risen by 85% in nominal terms and 18% in real terms. While significant, this increase 
is not surprising given the growth of household income and assets, demographic trends, 
financing terms, and the emphasis on homeownership in many settings. Monetary policy 
has also contributed to the demand, although not so much by way of the credit channel 
as by creating incentives for property investments. The role of supply in the long-term 
growth of real estate prices is less clear. The overall housing stock is high and increasing, 
albeit slowly, by historical standards. The main reasons for the slow pace of housing 
construction underlined in literature – regulatory barriers and weak productivity growth in 
the construction sector – are most likely at work in Europe as well, but their origins are 
complex, and addressing them results in trade-offs in densely populated areas with 
scarce building land. 
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