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First some examples

« Example 1: German housing association GSW
(65,000 units), acquired by private-equity fund
Cerberus, then listed on the stock exchange

« Example 2: Dutch social housing provider
VESTIA (90,000 units, mostly in the Rotterdam/
The Hague metropolitan area) lost over €2 billion
as a result of gambling with derivatives




House prices and income in Brussels Capital Region: evolution 1993-2011 (1993=100)
Source: Statistics Belgium  Romainville, 2017

House prices rise, but
income levels remain stable.
This happens in most cities

around the globe
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Key claims

Housing is central to financialized capitalism: it is not ‘just
another asset’ to be financialized, but the key asset

The financialization of housing is not limited to mortgage
markets & securitization, but extends into (formerly social)
rented housing

The financialization of housing is geographically
variegated, but there are common trends/trajectories

The global financial crisis has not stopped the
financialization of housing, but has slowed in some
places/sectors and has furthered in others

-> new countries +sub-markets ‘opening up’
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Financialization: What's housing
Use of derivatives gﬂt to do With it? Banks, lenders,

beyond hedging

private equity
and hedge funds

(including financial institutions), states and

”
households.
Stock exchange, Credit scoring.
global capital market EBITDA, FFO, etc.
Home as an
investment good
Aalbers, M.B. (2019) Financialization. In: Richardson, D. et al. (eds) The International Encyclopedia of
Geography. 2" Edition. Wiley. [Also at: http://kuleuven.academia.edu/ManuelAalbers

Figure 2: Bank mortgage and non-mortgage lending to GDP, 1870—2011: Average ratio to GDP by year
for 17 countries
Jorda et al., 2014

Banks are in the business of
lending on RE. Everything
else is secondary.

Ratio of bank lending to GDP

Mortgage lending
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Notes: Mortgage (residential and commercial) and non-mortgage lending to the business and household|
sectors. Average across 17 countries. See text.
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Blowing Real Estate Bubbles

1. ‘Pension Fund Capitalism’ (Clark)

Fernandez, R. & Aalbers, M.B. (2016) Financialization and housing: Between globalization and Varieties of
Capitalism. Competition & Change 20.2 (2016): 71-88. [Also at: http://kuleuven.academia.edu/ManuelAalbers]

A Wall of Money

Size of institutional investors, markets and world GDP in $ Trillion
(2009)

Institutional investors

SWF

Public bonds
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World GDP
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Source: IMF FSR 2011; OECD institutional investor data
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Assets under mgmt by Dutch institutional investors (in €bn)
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Van Loon, J. & Aalbers, M.B. (2017) How Real Estate Became ‘Just Another Asset Class’:
The Financialization of the Investment Strategies of Dutch Institutional Investors.
European Planning Studies 25(2): 221-240. [Also at: http:/kuleuven.academia.edu/ManuelAalbers]

RE investments of Dutch institutional investors (i €on)
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Van Loon, J. & Aalbers, M.B. (2017) How Real Estate Became ‘Just Another Asset Class’:

The Financialization of the Investment Strategies of Dutch Institutional Investors.
European Planning Studies 25(2): 221-240. [Also at: http:/kuleuven.academia.edu/ManuelAalbers]
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Demand for housing as a financial asset

—

‘Pension Fund Capitalism’ (Clark)
2. ‘Savings glut’, global imbalance (Bernanke)

3. Post-crisis monetary policies -> demand for ‘High Quality
Collateral’ (HQC) by pension funds + other institutional
investors, e.g. government and RE debt

4. Capital Markets Union (EU)

- Gobal pool of liquidity: looking for a safe haven

- Financialization of housing/RE: securitization, leverage for
housing market actors (mortgage debt, loans to developers), etc.

Fernandez, R. & Aalbers, M.B. (2016) Financialization and housing: Between globalization and Varieties of
Capitalism. Competition & Change 20.2 (2016): 71-88. [Also at: http://kuleuven.academia.edu/ManuelAalbers]

What causes high mortgage debt?

Mortgage Market Index and Residential Morigage-Debt-to-GDP Ratio
- (Correlation: 0.8; t-statistic: 5.2) -10
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Residential mortgage-debt-to-GDP ratio (2001-06 average, percent)
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What causes high mortgage debt?

Total private debt and mortgage debt as % of GDP in 2000 and
2010
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Total private debt to GDP

Mortgage debt is only part of the story...
The Financialization of rental housing

* Housing associations (NL, UK): derivatives

* Private equity and hedge funds buying up entire
social housing companies (Germany), company
housing (Germany, UK), rent-stabilized housing
portfolios (NYC)

* Publicly listed RE companies [‘Real Estate
Investment Trusts” — REITs] doing the same
(Germany, but also NL, UK, Spain, Ireland), also
student housing (Canada, Poland) and single-
family housing (US)

See: chapter 7 of the book The Financialization of Housing.
See also several of the papers in a 2017 special issue of International Journal of Urban & Regional Research.
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REITs in the U.S.

Evolution of US Real Estate REITs (in million of dollars at year
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Housing
associations

GEHAG Berlin
(24,500 units)

nk

GSW Berlin

(66,700 units)

(11,350 units)

LEG Kiel
Schles-wig-
Holstein
(22,000 units)

Wijburg, G. & Aalbers, M.B. (2017) The alternative financialization of the German housing market.

Housing Studies. [http://kuleuven. mia. ManuelAal

9102

Housing
associations

AG Berlin

(11,350 units)

Germany used to have a lot of social +
publicly-owned housing and even
company housing. Now a lot of it is
owned by RE funds that are listed on
the stock exchange
+ is attractive to international investors
like pension funds.

LEG Kiel
Schles-wig-
Holstein
(22,000 units)

Wijburg, G. & Aalbers, M.B. (2017) The alternative financialization of the German housing market.

Housing Studies. [http://kuleuven.academia.edu/ManuelAalbers
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Is jouw huis €200.000 waard?

ij .000!
OPEN HUIS Wij betalen €250.0

vastgoedinvesteert ders

Things not discussed

» Casualization of labour

» Gentrification and
WIJ KOPEN, RENOVEREN EN VERHUREN: .
DE HAARLEMMERBUURT WORDT DE T displacement
EERSTE AIRBNB WIJK VAN DE WERELD! 1E . .
* Super-rich buying
housing abroad
» ‘Touristification’
* Airbnb

Open Huis is een vastgoed investeringsmaatschappij ..
die woningen opkoopt en verhuurt via Airbnb.
' Fy -> All these developments
Naast dat dit bevorderlijk is voor de Nederlandse economie
heeft het een positieve bijdrage aan de stad Amsterdam. Sq ueeze the market fOI"
Hoe dynamischer de stad, hoe beter. H
affordable housing
even further

ONZE AANPAK

Wil jij de hoofdprijs voor jouw woning?

Bel 06-82786127, ga naar www.openhuis.eu
of mail info@openhuis.eu en maak direct een afspraak.

Lessons from housing financialization

- All these practices are enabled by state actors, e.g. REITs
and securitization need regulation to be made possible

-> Likewise governments can (de-)regulate loan-to-value and
loan-to-income ratios

-> The financialization of housing is driven by the demand for
financial products rather than the demand for housing

- These practices mostly (but not exclusively) focus on the
existing housing stock not on new construction

- This implies that additional supply of finance in housing
markets often does not result in additional supply of
housing

- Instead, it results in inflating (rising) housing prices and
rents
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