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About the Project

The INSPIRBJS project tackles the urgent need for decarbonising the building sector,
focusing on energy upgrades in Spain's private rented housing. Buildings in Europe
account for nearly 40% of energy consumption and 36% of CO2 emissions, with 75%
being energy inefficient. The Directive (EU) 2024/1275 aims to double the annual energy
renovation rate by 2030, targeting 35 million renovated units and creating significant
job opportunities. In Spain, the residential sector's energy efficiency is critically i,
with a renovation rate of just 0.2%, far below the EU's required-26 per year.
Approximately 9.4 million homes need urgent improvements. The Integrated National
Energy and Climate Plan (PNIEGQIm to renovate 1.2 million homes by 2030, but
progress has been slow. The rental housing sector is growing, with 24.9% of
households renting in 2023, reflecting a shift from home ownership. A major barrier is
the split incentive dilemma, where property ownes bear the costs of energy efficiency
investments, but tenants benefit from reduced energy costs. This misalignment often
results in inaction. In addition, Spain faces a shortage of affordable rental housing,
exacerbating the issue.

INSPIREUS proposes a OneStop Shop (OSS) to provide integrated services for energy
upgrades, offering comprehensive support including information, diagnosis, financing,
management of permits and grants, sourcing and contracting suppliers, technical
supervision, and postintervention evaluation. The OSS aims to address the split
incentive dilemma and provide holistic support, especially for vulnerable and low
income households. The project will enhance energy efficiency while addressing social
aspects suchas accessibility, comfort, security, andneighbourhoodidentity. It will be
implemented in two phases: initially through three pilots in Madrid and then expanding
to ASVAL members across Spain. Specific objectives include developing an integrated
solution for rental housing, encouraging energy rehabilitatiorprojects, connecting
relevant actors in the value chain, providing best practices to tenants, ensuring energy
investment in vulnerable neighbourhoods, and creating strong publicprivate
partnerships. INSPIREUS aims to facilitate energy upgrades in Spain's private rented
housing sector, addressing both technical and socieeconomic barriers. By providing
integrated services and support, the project seeks to enhance energy efficiency,
reduce CO2 emissions,and improve the quality of life for residents, particularly in
vulnerable neighbourhoods.
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1. Introduction

Rental is defined as the temporary use of an asset that is transferred by its owner to a
third party in exchange for a priceé This conception of rental is applied to multiple
markets, one of them being housing. A rental property is a residential property in which
its generated services are enjoyed and consumed by someone other than its owner and
with which there is a transfer ageement in exchange for the periodic payment of the
agreed price. There are, therefore, two conditions for the use of a dwelling to be
classified as rental and, therefore, which would condition the delimitation of this type
of market: that the use has beertransferred to someone who is not its owner, and,
secondly, that there is an economic consideration as payment for residential services.

A rental so defined may or may not be market. When the amount of the consideration
is the result of the demand/supply interaction, then the rent responds to the market
price, so that the allocation of resources (residential space)oversees the 'rental
market’. However, there are numerous occasions in which the consideration is not
market, but is fixed, either by the owners or by regulatidnso that the amount paid does
not represent the price that the market would be willing to assuméo balance supply
with demand. The extreme case is that of public rent, in which the amount is set by the
Administration and responds to reasons in the field of social policy so that the units
assigned by this formula make up a nomarket segment. There are, therefore,
segmented markets depending on the way in which the rental price is set and the
homes reserved for it, if this restriction exists.

Finally, there are situations in which there is a transfer of use without a price. By
definition, this formula would not enter into an 'ad hoc' analysis of renting, although the
relevance of this figure inSpain may show how it could be a particular form of renting,
or, from another perspective, a way byvhich the need for (permanent) use of housing
is adjusted to a group of applicants without the abilityto access.

! The dictionary of Spanish usage by Maria Moliner (Gredos, 1998) defines it as the action of renting or
leaving a thing to be used and occupied, particularly a house, a farm or land, a exchange for a price that
he pays periodically. 'Rent' refers to the pce for which a thing is rented.

2The existence of rent regulations establishes a wide range of namarket 'rental prices'.
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The rental market, composed of the aforementioned elements, should be able to be
defined in two categories: thepure rental market, in which both transactions and prices
respond as the forces of demand and supply, but also to what could be considered a
‘public rental market', where prices are seby the Administration and in which housing
is allocated for reasons other than the market. Housing transfershould not be
considered rents either, as should housing provided to their employees by companigs
due to theway in which the price is set, although their characteristics allow us to intuit
that they are adjustment formulasderived from the poor functioning of the market. Nor
would the use of family dwellings by members other than therincipal head (the case
of students residing in dwellings owned by the family, but other than that of the main
household) be considered within this category. The analysisfthe rental market would
be complete if the marketsegmentation between these residential use formulas were
known, although the lack of transaction statistics makesit impossible to identify the
relevance of each of them.

Finally, rental markets are partially regulated. In some countries, including Spain, most
of the regulations are focusedon controlling the use of homes on a permanent basis
(main residence)to promote accessibility to housing,

with regulations that range from setting the rates of updating rents to limiting price
levels. The rest of the use ohousing has limited regulation (rentals of less than one
year, student housing, other types of rentals) except for velshort-term uses, whose
segment is aligned with the regulations of the tourism sector. This strongly increases
the segmentation of this market and identifying it spatially (all units are in the same
markets, influencing eachother) is complex, as well as evaluating or appramating the
way in which the market allocates income levels.

Segmentation and applicable regulations have been able to generate interferences in
the operation of the market that have distorted its ability to respond to changes in
demand.

Promoting the development of imperfect and poorly sized rental markets in which
conventional analysis is fruitless. The impacts of some of these interventions have
been theoretically analysed. (Lopez, MA, 2004), although their empirical effect has not
been evaluated in their different segments.

% In which there may be a rental contract but not directly binding with the household that uses it.
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In this deliverable, the rental market in Spain is addressed. It is a matter of describing
in as much detail as possible, the use of a part of the housing stock by nawner
households. The aim was to begin by highlighting the differences between 'rentahd
'non-rental' due to the great relevance that other formulas of use have within the
Spanish residential stock, highlighting the basic characteristics of the former, which
are shown.

A second objective of this work is to bring to light the existing rental statistics and their
disaggregated detail, listing their characteristics, relating their particularities
according to what other experiences show, and providing arguments from econocs
that propose the development of the rental market under the logic that real estate
theory marks and the information requirements that a rental market that can be
analysedwith respect to the information market should have periodicity.

The concept of rental that is addressed (an@nalysed) here is, therefore, strict. The
characteristics of the market defined as 'permanent rental ' by the applicants
themselves will be provided, and not the rest of the units with other housing uses,
knowing that it is possible that the real proportion of derand that uses the residential
stock as a home without resorting to ownership may be underestimated.

This document is organized as follows. In the first section, the rental market in Spain is
introduced from an aggregate perspective, where the rental market in Spain is
described using the only longterm source, such as censuses, complemented by the
statistics of the Living Conditions Survey; this section also focuses on the tenure
structure and the energy efficiency characteristics of buildings as far as the statistics
allow us to observe. In the second section, the stock is reviewed in depth with a cross
checking of the censuses associated with the energy patrticularities of the buildings, to
identify the state of the buildings/dwellings, dedicated to rent relative to those owned.

The third section reflects the current situation as a snapshot, which allows us to
identify the economic trends and the determinants of renting in the future, in order to
assess the need for renting; the financial mechanisms to improve buildings for rent,
increasing their energy efficiency and the barriers that apparently exist, and, finally, the
line of aid for energy renovation.

Finally, this report concludes with a summary of the contribution of this section to the
INSPIREUS project. The theoretical description of the rental market, its operation and
the specific mechanisms that contribute to price setting has been taken to Annel.



D.2.2 T Market research. Economic and Financial Report. jm
INSPIRE-US

1.1 The rental market, determinants of rental demand, market
typologies and evolution

Permanent rental markets, to the extent that they cover a fundamental need of
households, are longterm markets. The population that rentsintend to stay in the
homes for a certain time in accordance with the evolution of their life cycle, which is
delimited by a series of factors, which are then listed, which identify the different
residential needs associated with the evolution of the home itself This implies that
demand has a persistentbehaviour over long periods of time (which makes them
predictable) and can be said to be stable in the long term, and supply must respond to
this initial particularity.

In fact, this longterm demand is based on analyses of life cycle theory, which holds
that the family unit is not static, but evolves through a series of phases marked by key
demographic milestones (McAuley and Nutty, 1982). Each stage generates specific
demands on (1) space needs, as the size and composition of the household determine
whether a large or small dwelling is needed, with or without a garden or other amenities
(e.g., it increases with the birth of children and decreases when the home enters the
"empty nest" phase); (2) their financial and savings capacity, since income usually
increases during active working life and decreases in retirement, affecting the ability to
assume debts (mortgages) or rental costs; thirdly, (3) due to the need to movfer(work
or studies), that is, due to the degree of household mobility (which is usually high in the
initial stages, favouring renting, and lower when the household settles and grows in
size). The combination of the three explains the search for stabilignd accumulation

of wealth drives the purchase in the middle stages.

Although modern life cycle models recognize more variations (divorce, cohabitation,
prolonged singleness), the classic scheme that explains the stages of the Life Cycle
would be, the first, an Initial phase (Singleness and Young Couples without Children),
where their relationship with housing is marked by mobility, flexibility and low cost, so
the preference is high for renting. The second phase is where the househajdows
(couples with small children), in which there is a need for more space, security and
access to services (schools, health, commerce...), marked by a growing stabilization
of income that drives the transition to ownership (purchase of the first home).

The third phase would be the stabilization of household size (couples with older
children), where incomes are maximum, there is little mobility, and often the aim is to
improve or consolidate home ownership.

Once the children have formed their own home, the fourth phase appears, which is
known as the 'empty nest', in which the household reduces its size and can look for

10
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options with less maintenance, valuing liquidity. Sometimes it involves selling and
renting back or buying a smaller home.

The last phase, in which the household is reduced in size or its need for services
decreases (widowhood and retirement), is characterized by lower income, focus on

health and access to services other than conventional ones; In this phase, the home
must be physically accessible and easy to maintain.

Households may deviate from the traditional trajectory expected by the life cycle
model, as the determinants of rental market demand evolve. If developments are
altered, there may be a gap between the normative stages of the household life cycle
and the economic/social reality, which is reflected in the stability of housing tenure.
The deviations in the trajectory of the life cycle of households with respect to housing
that have been observed in recent years have been able to generate a break in the
expected stabilization trajectory (such as the transition to ownership from the age of
35), causing generational disenchantment or a systemic failure in the residential
market that prevents households from reaching the expected life milestones. forcing
an unwanted stay in transitory stages (such as renting indefinitely).

These changes in trajectory would be determined by substantial shocks in residential
demand factors that may come from (1) economic and social shocks with lorgerm
effects, such as the shock derived from the financial crisis of 2008 and, even earlier,
with the progressive deterioration of income distribution since the 1990s, which has
led to an undermining of the stability of the phases of the life cycle due to an increase
in the vulnerability of households, both economic (labour income loses purchasing
power) and social (employment is massively generated in different locations). These
changes increase the vulnerability of the stages of the life cycle due to the fragility of
the household's situation, even if it is in a phase of "theoretical stability” (sutas a
homeowner with a mortgage), as happened in Spain during the period 202014, in
which a large part of households already settled lost their homes as a result of the
crisis. This implies that access to lifecycle stages, which should provide a seciy
shield (especially ownership), are now exposed to economic risk and can be quickly
reversed, leading to foreclosures, nompayment of rent or reliance on social
assistance.

Secondly, the disruption of economic developments and their effects (unemployment,
rising interest rates, high residential prices), which has strong implications in the short
and medium term to support the gap between stages of the life cycle, especiallyué to
its effect on affordability, which limits the possibility of meeting the expectations of
reaching the next step, and generating the generational disenchantment mentioned
above.

Observing the factors of demand for housing is a fundamental element in carrying out
an assessment of the rental market.

11
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1.1.1 Factors indicative of housing demand

The demand for housingdnd for other real estate assets) has components that act in
the LONG and SHORT term, which allow us to identify the different effects on the
evolution of the life cycle mentioned above. Among the first (or fundamentals) are
those forces that act continuously over time and have permanent effects on the
markets, shifting the demand curve with their changes. There are basically three:

1 The demographic component. The population is the main demand for housing
and is considered the potential demand in these markets, since it manifests in
advance and foreseeably its need for the use of these goods. It is usually stable
over long periods (baly-boom, migration flows, etc.). etc) and their
characteristics determine potentiality, such as age, number of families,
composition, among others. Population mobility is seen as the driver of rental
demand, making it particularly sensitive to demographic ad labour
movements. Two types of rental demand are usually identified for demographic
reasons:

o Transition demand: The moving population (international migrants,
internal migrants, newly emancipated) generates an initial demand for
renting, either as a temporary step before purchase or as a permanent
solution due to potentially existing restrictionsin property markets.

o Demand by household life cycle: Young people and newly educated

people have a high propensity to rent due to their life stage (Quigley,
2002:4).

1 The income and wealth of the economy and its distribution. Economic growth is
considered to boost employment, wages and increase the purchasing power of
the population being the fundamental conditioning factor that allows potential
demand to become effectve demand.

4.Quigley, J. M. (2002). Transactions costs and housing markets. UC Berkeley worlpagers,
available onhttps://escholarship.org/content/qt6pz8p6zt/qt6pz8p6zt.pdf

12
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Of the fundamentals, it is considered that the first, as potential demand, is the one that
determines the size of the market and, therefore, the general needs for housing in
number, in each market. The combination between the first and second groups
(demand plus income) delimits the effective demandhat would be the one that would
have the possibility of accessing the market under some tenuréormula and the
decision between them would already be within the mechanisms described above.

There is a third condition that would be a determinant of the demand for property, such
as the availability offinancing. Given the high capital requirements of residential (real
estate) assets, the availability of sufficientfinancing is a fundamental conditioning
factor that allows demand to enter the market through ownership. Creditestrictions

in the form of a limitation of financing flows have an immediate effect on the
contraction of demand, since the availability of foreign capital is what makes it
possible to access ownership through purchase, although itloes not seem to have a
direct influence on the formula of access to rent.

Short-term factors are those that act on the way the market reaches equilibrium. They
usually have no permaneneffects and are the source of fluctuations characteristic of
this sector and can condition access over averagetime periods (3-5 years). These
include some general indicators, such as interest rates, tax rates (components of the
cost of use), the existence of market vacancies (such as a dormant offer waiting to be
used) or legal and regulatory regimesand transaction costs (such as search and
information costs, transaction registration (notary and registry fees,including
intermediation costs). Regardless & the tenure formula finally chosen (ownership or
rental), these costs areassessed in a high proportion of the rental or purchase price,
which is an element that delays and slows down thdecision to enter the market.

1 The reasons that can make you demand a rental home are associated with
different issues, amongwhich the following stand out:

1 Household mobility: Migration processes imply the mobility of households and
the urgent need to

1 meet residential demands. This means that mobility implies the need for rental
housing, perhaps for

1 temporary use, until the household is established in the destination labour
market. In this sense,

1 changes in employment formulas, remote work and new types of hiring, as well
as the specialisation of jobs, may imply greater mobility of employment that has
a direct relationship with rental demand.

1 Absence of the determining conditions for the purchase. The rental market acts
as a substitute market for ownership, so the absence of the precise conditions
for the purchase of a home, such as prior savings, the availability of financing

13
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(credit restriction) and/or the ability to pay, orient households to rent as a form
of use of housing.

1 Supply shortages can affect shorterm allocation mechanisms and force
households to take a different tenure formula than the desired one. This is
especially relevant in the last two decades, when the supply of new units has
been minimal in the European eonomy, generating a residential allocation that
does not follow historical patterns. For example, the lack of new supply makes
it difficult to replace the existing home with the new one in those households
with a long stay in their homes) and therefore radtes the flow of units into the
rental market.

1 The accumulation of demand segments where rental access is the 'natural way'
to enter the housing market. According to life cycle theory, this tenure formula
is 'natural’ in the first age strata (young people, immigrants and new
households). In some cases,it is also often a form of tenure for older
households (Ranney, 1981) or for moving households of any age (Hardman and
loannides, 1995).

1 On the other hand, rental demand is affected by changes in different
macroeconomic areas, such as the evolution of the building cycle, housing
policy, income (which determines affordability) and monetary policy, among
others. As for the latter, the evolutbn of interest rates has effects on rental
levels in the markets, according to existing research (see Stephens, 2025)

S~ ¢l ft WEqNGS6 VWU WelZ=MZP WNS W YOWWYNnW6Yet RUNDWRUWHIIUGq!
Australia and the UK, Housing Studies, 40:9, 2088103, DOI: 0.1080/02673037.2024.2395361
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1.1.2 The role of housing supply for residential rental

The determinants of housing supply also tend to present lonterm patterns. The
literature analysesthem (the definition in (3) in the theoretical development of Annex I)
based on the production function of building: the construction of new units that are
added to the stock is a function of the existing stock, market prices, production factors
(costs, availability of inputs, land) and other factors such as regulation or planning.
Given that renting is a form of tenure, the determinants of the supply of rental housing
will not differ too much from those that encourageconstruction, although the use of
part of the units for this purpose will be directly related to the parameters of the rental
market. These would be:

1 Rental prices. An increase in rents will lead to more units being rented rather
than owned, by increasing the profitability associated with managing homes. In
this case, they would act as an incentive to increase the number of units for rent,
which would eliminate the possible tension in prices.

1 The available residential investment flows and the availability of factors of
production, including land, in the market. Restrictions in any of these
components would imply that supply cannot react to market impulses
(Taltavull, 2006).

1 The existence of technical construction regulations and those that affect the
provision of rental housing. In the latter case, policies to encourage the
construction of rental housing may have results that wiltlepend on the strength
and specialization of the market, so that the provision of rental housing within
the location of property markets may reorient tenure, modifying the
achievement of objectives.

1 Existing restrictions on rent control can have a very relevant effect as they could
incentivize/discourage the entry of new units on offer.

1 The supply structure in the rental market depends on the weight of the
institutional size of the owners. The form of allocation is determined by the size
of the two large groups ofowners, such as (1) institutional investors (large
owners such as investment funds, REITs;ompanies specialising in buildto-
rent) who manage housing portfolios to obtain a returnand (2) small private
owners (individuals who rent one or a few second homes they own or homes
they cannot sell).
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1.1.3 Current typology of rental markets and the role of tenure

Rent covers a residential space use need for a person or household. The most
important is that rental that satisfies the fundamental need for protection of the home
(Maslow's pyramid), serving as housing for its development in the long term, sinde
lacks has a strong social impact in the medium and long term, and acts as a limitation
on economic and social growth. For this reason, many regulations, including the
Spanish one, make a legal distinction in the market between habitual and nelmabitual
residence, and protect, regulatorily, the former.

Nowadays, it is possible to define the types ofentals according to the reasons why a
household or individual needs to rent a home, that is, home conditions that would
make them demand rent, which would be the following:

M Financial and economic reasons, which would include those households that:

o They do not have enough savings to cover the initial delivery in the
purchase.

o They have difficulty obtaining external financing, both due to their
medium orlow-income levels, and for other reasons associated with the
mortgage market or the financial system.

o They have job instability because they do not have lortgrm contracts
that support their income stream in the purchase process (temporary
contracts, precariousness or lack of seniority, among others).

1 Reasons of mobility and flexibility in the use of housing. There are a growing
number of these reasons that have been able to substantially increase the need
for renting:

o Labour market conditions may determine the need for labour mobility for
short periods to other cities or localities.

o0 Seasonal or remote jobs (teleworking) generate the need to rent for short
periods in different locations.

o Transition periods in the life cycle, such as mobility for study reasons, for
those students who temporarily move to another city to study. These
periods are long (average of 5 years) although they are considered non
fundamental.

o Changes in the life cycle due to separations, divorces or residential
coverage until the definitive home (while the definitive one is being built
or sought).

1 Lifestyle reasons and preferences. The tendency to rent can come from
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(1) the preference to reduce the responsibility for the maintenance of the property (it is
the landlord T owner T who assumes the costs and management of the major repairs
and maintenance of the property).

(2) the preference for norlong-term indebtedness associated with property.

(3) Access to better locations, since renting allows you to live in prime areas (central,
exclusive), close to services or workplaces, where the purchase price is prohibitive,
there is not enough supply for sale, or the rent is affordable. The desire tontein a
specific area or neighbourhood could also be included here to check if it suits their
needs before making the permanent purchase decision.

(4) The use of dwellings in different places for short periods, which would be
categorized as seasonal rental or tourist use.

Of the four, the first two subgroups refer to the fundamental need for residence that
would be covered by rent. Categorising the different typologies that exist in the
regulations, with the needs
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Table 1.1 presents a list of types of residential rental that currently exist.
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The multiplicity of rental formulas is a reference point for the need to make the rental
regulatory framework more flexibleto adapt to the different residential needs derived
from socio-economic evolution.

In this document, only reference is made to the permanent rental formulas, which
cover the longterm need for residence of households, which are those considered in
terms of their contribution to the stability of society and the good development of the
city.

1.1.4 Long-term rental needs, the tenure formula and the regulatory
instruments for rent control. International evidence .

In most developed countries, it is market criteria that are used for the allocation of
rental housing (supply and demand), including affordable housing formulas where both
supply and demand are limited to the availability of units and listings of househotd
that meet the protection requirements. The resulting rental prices will depend on
whether there is regulation, so that households that go to the free market will usually
face a higher rent than those that access regulated markets. The price incentive tre
supply of new homes would only act in the free market, while in the regulated market it
must be accompanied by specific regulation that has this effect.

In developed countries, it is common to find both cases coexisting in the same areas:
segments of the rental market in which one of the two components (supply and/or
demand) or both, are set by public regulations, as well as market situations where the
power of the owners allows them to direct prices. As for the former, there are very
different formulas for social rents, depending on the countries and the type of housing
provision. Social rent would take the form of the transfer of a dwelling that has been
provided with public means (or regulations) and whose price of use is set by the
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Administration andassigned for reasons of social policy to a household. This 'use price’
does not represent a market value but a public price and is set for reasons other than
those determined by the market. Based on this definition, social rents have very
different casuistry in Europe, both in terms of pricing, provision and management, but
in many cases they constitute a significant part of the total rental stock available in the
country, as shown in Table 2: Rental markets in Europe seem to reflect taristence of
three organisational models: the first, which includes the Nordic countries, the United
Kingdom and the Netherlands, have a majority of public rentals, with the private market
representing less than a third of the total. The second, with Fraecand Austria, would
have a rental market segmented 50% between public and private. The third model
would be that of countries where most of their rental takes place in private allocation
environments, such as Belgium, Greece, Germany, Italy, Luxembourg @fortugal.

D.2.2 T Market research. Economic and Financial Report.

This means that, in a large part of the markets, renting has developed under the
protection of social policy, mainly after the Second World War, and has endured,
possibly, entering competition with private renting. In others, however, this
development has been maintained over time.

Table 21 List of countries
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Table 2 shows four groups of countries. The first is made up of those countries with the
highest ownership rates (more than 85%) concentrated in Eastern Europe (Romania,
Slovakia, Croatia, Hungary, Lithuania, Poland, Bulgaria). The second group includes
countries where renting is a form of tenure, with Germany, Switzerland and Austria
being the only countries where total rent exceeds or iike ownership. In addition,
market rent in Germany (43.7%) is the highest in the entire EU, almost double the
average. The third group includes countries where there is a leadership in social
renting, such as the Netherlands (23.4%), Denmark (15.6%), Ireland (14.0%) and
France (13.9%), where different types of management allow the availability of housing
for the provision of reduced-price or social renting. The last group is made up of
countries where the provision of social rent is lower, although the rental market varies
in size from 5% to 20% (Spain, Portugal, Greece, Romania, Bulgaria, Poland). In general
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terms, the size of the average rental market oscillates around 0% of the main housing
stock, with some countries where this proportion is less than 10% (mainly countries in
Central and Eastern Europe, where the transition to a market economy led to the
privatization of practically the entire stock leaving minimum rental rates). and a small
group of countries havemost households with rental tenure (Germany, Switzerland
and Austria)

Most European countries, moreover, have long experience in the application of rent
control regulations. This is a regulation that controls the increase in rental income by
setting limits on some market conditions, either by setting maximum price limits to
take as a reference, generating the appearance of maximum prices in this market, or
by regulating the revision of these prices or, finally, by stipulating legal limits on the use
of housing (such as the minimum duration of the contract or limitations on tenination

in periods lower than that set by the regulation), among others. Thus, the application of
controls on a private rental market may have restrictive effects on its operation in a
similar sense to that of public renting. The effects of rent controlgre known in the
literature and have been contrasted in other countries. See Fallis and Smith, 1984 or
Vitaliano, 1986.

Although most European countries have legislation that limits annual rent increases
(usually linkedto the CPI), the strictest "rent control" usually also refers to limiting the
initial price of contracts.

Table 3 includes regulations from some countries that are applied within the concept of rent control.

Table 3. Rent control mechanisms in Europe

Country Main regulatory Scope of price
mechanism control
GERMANY Rent brake Localized (in It limits the initial rent to 10% above

(Mietpreisbremse)) stressed areas).

NETHERLANDS Points-based Middle- and low-
system (WWS) income rental
housing.
SWEDEN Annual collective  Universal (almost
bargaining all contracts).

the local average rent (Mietspiegel),
while respecting existing contracts.

It assigns points to a dwelling
based on quality, which are used to
determine the maximum legal rent.
It aims to prevent mediumquality

homes from being rented at luxury
prices.

The rent is agreed annually
between organized tenants and
landlords, based met IJW 2
(rather than market value).
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AUSTRIA
(Viena)

SPAIN

FRANCE

PORTUGAL

IRELAND

DENMARK

SWITZERLAN

(Zurich/G eneve)

Regulated rent and Predominance of

social housing

Targeted
regulation

Localized rent
control (Reference
rent / Loyer de
référence)

Inflation control
and rent
moratoriums

Rent Pressure
Zones (RPZs)

Historical
regulation and
cost-based rents

Net return on
capital

legacy contracts
and public
housing.
Localized,
applicable in
mEql It T
officially
designated by the
Autonomous

Communities.

Localized

application (major
cites such as
Paris, Lyon, etc.).

Universal (annual
increase caps).

Localized (in high
demand areas).

Most dwellings
built before 1991.

Universal (applies
to all contracts).

he rent is set according to quality
categories and protected rent
levels. Social housing
(Gemeindewohnunger) plays a
dominant role in maintaining
market stability.

The 2023 Housing Law allows limits
to be placed on initial rents and
annual rent increases in areas
officially declared as hightension
(high-demand) zones.

The initial rent and annual
increases may not exceed an uppel
reference limit (oyer de référence
majoré) set by the local
government.

It sets a legal maximum cap on
annual rent increases for all
contracts, often decoupled from
the actual inflation rate.

It limits rent increases to a
maximum of 2% per year (or the
CPI, if lower) within areas
designated as highpressure zones.

It maintains regulations that limit
general rent increases, allowing
adjustments only to cover
improvement and maintenance
costs.

The landlord may only increase the
rent if they can justify higher
housing-related costs or if they
have made investments that
RGOGI Y2U0W qd6W Gl

return.
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Fte. The authors, based in Germany (German Civil Code and Mietspiegel), Netherlands
(Affordable Rent Act and Woningwaarderingsstelsel); Spain (Housing Law 2023); France (Loi
ELAN 2018); Sweden (Land Code, or Hyreslagen, cap 12 and Tenants' Association
Hyresgastféreningen); Switzerland (Swiss Code of Obligations), and European Parliament
Report 2 025/2070(INI).

These countries are selected to classify the existing regulations applied, as they show
the main models of rent regulation, although the reintroduction of rent control is a
growing trend and may bringlifferential regulations. Table 3 shows the rent control
mechanism and the scope of its application.

To summarize, it could be said that regulatory control tools could group countries into
three models.

1. Price Control Model "regulating the initial price", in Germany, France, Spain.

A market price index is used to set a ceiling only in areas where demand is greater than
supply. Theintervention is geographical and focuses on avoiding the bubble price in
new rents.

2. Price Control Model "based on objective value". Netherlands, Sweden, Switzerland

The price that is set is the result of an objective evaluation of the property (quality,
points, operating costs) or through a negotiation that decouples the value from the
market price.

3. Price Control Model "seeks the stability of rent amounts”; Portugal, Ireland, Denmark
(and, secondarily, Spain also applies limits to the annual increase in existing
contracts). This method tries tolimit the annual increases of existing contracts to
protect tenants from inflation or speculation, leavingthe initial price of the new
contract freer (with certain exceptions).

In this regard, the European Commission's position tends to be cautious or critical of
rent control, while the European Parliament and some social organisations advocate
greater intervention to ensure affordability. On the ondand, the economic outlook
(which guides most of the analyses generated in the European Commission's
Directorate-General for Economic and Financial Affairs (DG ECFIN) indicate that the
effects of rent control canlead to a relief from the increase in the amount of rent in the
short term, but it has negative effects that would belassified into the following groups:

LongTerm Effects:

1.- Reduction of the market supply of the two large offering agents (new housing
investors and owners), by discouraging mainly investment in new construction, but
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also small owners who wouldstop renting their homes. This would occur in the
regulated market, so there would be a segmentatiomwithin the residential market.

2.- Deterioration of the home by discouraging renovation. If the maximum rent set is
low enough tooffset the investment in improvement, landlords have no incentive to
invest if they cannot pass on thecost to the rent.

3.- Increase in rents in the unregulated market, since part of the unsatisfied demand
will be directed toit, increasing the pressure for housing and raising rents.

4.- Increase in price volatility in the residential market as a direct result of rent control
measures.

5.-'Financialisation’ of housing: investment groups buy residential buildings and
separate units (in the absence ofinancing) and exercise market power. The scheme of
operation of the rental market is modified.

In Spain

In the case of Spain, the social rental market itself constitutes a typology per se.
Housing policy has encouraged(with little success) both supply and demand to
increase the stock for this tenure formula. Initially, social housing(with the old
concept, i.e. those provided directly by the Public Administrations) and rented out at
very low prices,would be the central body of this rental category. However, this stock
has tended to be substantially reduced and itsform of tenure to be reconverted
towards ownership, because ofthe duration of the tenants' stay and theleterioration
of the dwellings.

The incentives for the construction of public rental housing that grew throughout the
nineties, as well as thecampaign to reuse housing in private hands to be managed
quasi-publicly for rent with a fixed price or supervised byhe Administration in all
cases, could outline what would be understood by social renting. The rental use of
public housing (VPO and following categories) where there is a fixed maximum module
price, would be the equivalent forSpain of this figure. However, the existence of
exemptions from the application of the public price, in the case, forexample, of
dwellings rented with furniture, introduces the uncertainty of whether there really is a
public rental market. The lack of information and centralised management of homes
that have had publicaid.

6 The same reasons have led Building Societies in the Netherlands to sell their older social housing
stock and reuse the proceeds in the construction of new buildings for the same purpose during the
1990s.
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This provision makes it impossible to estimate the exact weight of this component
within the total leased fleet, although it suggests that it may be greater than the 2% that
Oxley and Smith assigned to it in their 1996 work.

The image that this combination of factors, with market segments that exhibit different
patterns of behaviour and interference to equilibrium mechanisms, outlines a rental
market that is complex in terms of its analysis, with reactions that are difficultd clear,
not very transparent and difficult to identify.

2. Analysis of the rental market in Spain. Description
determinants, distribution and rental prices

This section deals with a descriptive analysis of the supply and demand of rental units
available in Spain. The sources used have been the Housing Censuses (2021, 2011,
2021 and 1991), statistics from the old Household Budget Survey and information from
the Ministry of Housing, combined with statistics available for the Spanish economy in
the INE and Eurostat (Etbilc), all with a disaggregated perspective at regional and
provincial level.

When possible. Statistics on rental supply are very limited in the Spanish database.
There is no record of contracts, and the size of the market can only be collected at
certain times as a snapshot fixed in time through censuses and/or official annual
statistics.

The order followed here responds to a market analysis structure, evaluating, in the first
place, the existing supply in all the specific aspects that can be studied with the
statistics, both in terms of the characteristics of the homes, their quality, locéion and
distribution, including the information available on their energy efficiency.

Once the standard structure of the supply of rental units in the markets has been
extracted, the demand characteristics and the adjustment parameters (renprices) in
the markets are evaluated. To obtain a greater explanatory capacity of the data
contained in the databases used, the information has been structured following the
order, which has required combining different statistical sources with other databases
that help to obtain relevant indicators for the explanation of the rental market. The use
of microdata from the Living Conditions Survey, for example, has been necessary to
arrive at this detail. In this way, the work contains a description of the relevant variables
framed in an explanatory environment that argues about the situation of renting with
the economic mechanisms of its operation.
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This section begins by evaluating the market from the supply side, with a description of
the characteristics of the stock and some empirical exercises that provide
unobservable evidence related to the market. Subsequently, the claim is analysed,

proceeding in the same way. Finally, the existing information on rental prices is shown
and the rent/ownership ratio and the cost of use are estimated for the period in which
information is available, in Spain.

2.1 The supply of rental housing in Spain

The supply of rental housing in Spain has only been observed for several decades
through the information provided by the Housing Censuses.

To correctly identify these markets, it is necessary to know their size, which determines
the role that renting plays in adjusting the demand for housing. As we have seen in the
first section, the rental market is the one that helps to adjust residential @eds and how
its price acts on the investment in property. This occurs when the size of the rental
market can convey those influences efficiently. Size is therefore a fundamental issue
for the understanding of mechanisms and how they operate.

The first aspect provided by the Census is the knowledge about the total number of
homes that are for rent at a given moment in time and at a given location, that is, the
set of units differentiated by location, of this form of use. Most censuses also shoius
dynamics in the form of the flow of arrival of households to rental housing, indirectly
reflecting the volume of transactions that this market carries out (and that remains
when the information is collected) and, therefore, its real size and its evotion over
time.

The following lines analyse these aspects of the Housing Census to give a clear idea of
the size of these markets in Spain.

As can be seen in graph 1, the stock of main homes has grown substantially over the
last 70 years from just over 6 million units to the almost 17 million recorded in the 2021

Census. Its evolution over this time has been very intense in two major periods,

between 1960 and 1980 (the first major building cycle) and the last known cycle, from

1995 to 2008.

Most of these main homes are owned, up to 76% in the last census, and the rest rented,
in a decreasing proportion throughout the period until 2011, a census that already
registers an increase in rental use up to 16.1% in 2021. The loss of weight of rental
throughout this period reached its minimum at the end of the twentieth century (the
2001 Census recorded 11.3% of rent) from almost half of the stock with this use in the
fifties of the that century.
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Graph 1Housing Stock Tenue Over Time
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The rapid increase in the number of main homes owned is a good example of how the
construction experienced in those years was intended for the main use, that is, to cover
the residential needs of the population.

Graph 2 shows the temporal trend of the tenure formulas in proportion to the total
number of main dwellings. The property rate in Spain consolidated its high level, above
75%, already in 1981 while the weight of renting fell to a level of 11% of all houséds

(in 1981 and 2001). This small rent burden was supplemented by free housing tenure,
which increased as the rent burden fell. Since 1981, there has been an average of
between 6 and 8% of Spanish households residing in homes for free. The pattern of
ownership was developed in Spain, therefore, from the seventies of the twentieth
century, coinciding with the end of the first great cycle of construction.
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Graph 2Housing stock tenure in Spain according to census data.

(Percentages over the total stock of main dwellings)
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A geographical distribution of the park is represented in Map 1.

Map 1. Total rental stock by provinces in Spain
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The 'market share' of renting:

The weight of rent in the housing stockhe ownership of main rental homes in Spain
was 11.3% in 2021, having fallen from 54% in the 1950 Census to increase marginally
again to 16.1% in 2021. The equivalent figure in units in 2021 is 2,9889 residences

in this form of tenure, up from approximatey three million in 1950.

Graphs 1 and 2 above show how the process has takg@hace and mark the moment in
which the change in the evolution of this tenure formula occurs, coinciding with the
strong growth of the residential stock in Spain at the beginning of the long building cycle
(decades of the sixties and seventies). The proportion ofamn homes for rent began to
decrease as construction increased, so as not to abandon its negative trend over the
next four decades until the change in trend from the financial crisis, reflectechithe
2011 and 2021 censuses. Understanding this process is important, since the inverse
evolution of tenures is associated with greater ease of access to property that emerged
with residential construction in the sixties.

The relevance of the first great building cycle (1960977), the ways of encouraging
building carried out from public policies and from the market impulse itself, and the
means used to maximize the use of mortgage capital, scarce in those years, allowed
the development of an agile system of transfer of credits from the developer to the
buyer that facilitated and accelerated the construction process and the rapid supply of
housing in a situation of manifest shortageFor the mechanism to work quickly, the
system provided a first credit to the builder that was then transmitted to the final
consumer of the house ’, freeing up the capital again to start new works. This
mechanism only worked if the access of the final consumer was through the property,
that is, through the assumption of the credit that came from the construction by the
buyer, and freeing the developefrom financial commitments and risks. The agility of
the process and the existing need for housing made this system work dynamically,
facilitating the adjustment between supply and demand in the market. This process
explains such a rapid change in the form of tenure from 41.3% of rental homes over the
total number of principals in 1960 to 24.6% only ten years later.

"By making widespread use of the legal figure of surrogacy, which would become very popular from
those years, under the protection of housing policy.

30



D.2.2 T Market research. Economic and Financial Report. E@
INSPIRE-US

As can be seen in Graph 1, the number of rented dwellings in 1950 fell gently over time,
without drastic jumps, which implies that it was the new homes that were directly
owned, while the rental contracts were liquidated. The origin, therefore, of the grésr
differential trend towards ownership in Spain can be found rather in the mechanisms
of housing provision associated with economic changes since the sixties, rather than
a generational and sociological change in the population, although the continuatioaf
the trend has been able to cause this effect. Several decades later (Taltavull, 2003).

The distribution of rents by provinces shows the concentration in the largest markets
(graph 3) in relation to the total rental units in Spain.

Graph 3.The housing stock in Spain according to the 2021 Census
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In 2021, the stock allocated to the rental of main homes accounted for 16.1% of the
total. This figure hides important geographical differences throughout the territory.
There are two large residential rental markets in the provinces of Madrid and Barceln
as corresponds to the largest capitals in Spain, followed by Valencia and Alicante
(graph 3). Proportionally, the first two provinces concentrate most of the stock of main
rental companies in Spain (approximately 35% of the total), which is a good exatepf
how housing markets adjust their rental needs according to their demand.

Graph 4.Distribution of the rental housing stock in Spain according to the 2021 Census
(as a percentage of the total housing stock in each province)

DISTRIBUCION DEL PARQUE DE ALQUILER EN ESPANA SEGUN EL CENSO DE 2021
(en % s/total del parque de cada provincia)

0.0 5.0 10.0 15.0 20.0 25.0 30.0

Espaiia
02 Albacete
03 04 Almeria 04 Almeria

33 Astyrias
05 Avila  Se————

dajor  S————
07 Ba?gasrg, iiles 07 Balears, llles

08 Barcelona

48 Bizkaia

39 Cantabria
sn/Castello

ca:
12 Cast Ciudad Real
14 Cordoba
16 CUENCT  — m En alquiler
20 Gipuzkoa 20 G\puzkoa17 Gi
17 Girona irona
18 Granada

21 Huelva

24 Le6n .
25 Lleida 25 Lleida

7L —
282Ma;§g 28 Madrid

35 Palmas, Las 35Palmas, Las
38 e Rioja, La
ioja,

38 Santa Cruz %Tsenger\ilgg 38 Santa Cruz de Tenerife
ego
41 Sevilla
A2S0ra  —
43 Tarr_?guna{ 43 Tarragona
AAToTUC|  S——

Toledo
46 Valencia/Valencia
49 Zamora
50 éi’éi‘fﬁ: 51 Ceuta
52 Melilla 52 Melilla

Fte. INE. Censo 2021

As for the relevance of this tenure within the provincial residential market itself, graph
4 reflects the weight of renting over the total stock of main dwellings. The provinces
with the highest shares of the rental market would be Melilla, Ceuta, and Bagtona,

the three with more than 20% of their stock of main homes used for this form of use,
followed by the Balearic Islands, Madrid, and the Canary Islands, which allocate
between 15% and 20% of the total number of homes used as their main homes. The
provinces of Alava, GuiplUzcoa, Girona, Lleida and Zaragoza (between 11.3 and 15% of
the main provinces) are also above the national average, with the rest of the provinces
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having ratios below 10% for renting. These statistics support the idea that renting
meets the residential needs of the population with specific characteristics, and this is

observed when the information is extracted by urban typology. The highest
concentration of rental units is concentrated in urban areas and the presence of this
holding in intermediate areas is less than 5% of the total number of main ones, except
in the most touristic regions (Balearic Islands, Canary Islands, Catalonia, Valencian
Community and Murcia) and minimal in rural areas except in Castilla La Mancha (graph
5). If the provinces are selected with the municipalities by size, it can be seen how the
stock destined for rent is segmented between cities with more than 100 thousand

inhabitants and those with less than 10 thousand (grapbh).

Graph 5 Rental tenure in Spairr distribution by Autonomous Community
(Percentage of total main dwellings)
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inhabitants, and in larger ones, the population is more concentrated in thaswith more
than 100 thousand inhabitants (Graph 6).
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Graph 6 Rental tenure by municipality size, by Autonomous Community
(Percentage of total main dwellings)
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The following graph 7, for the illustration of the previous commentary, shows the
evolution of housing production in a long phase, since 1960, which clearly represents
the two building cycles mentioned above.
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Graph 7. Evolution of the construction cycle in Spain
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As can be seen, from the year of the analysis until 2024, the housing stock in Spain has
increased sharply(graph 7),because ofa building intensity that has reached the known
historical maximums, configuringthe second great Spanish building cycle after the one
that occurred during the sixties of the twentiethcentury. This implies that the
demand/supply forces that have been affecting the residential market may 1J ihdvé
substantially modified the structure of use and the average characteristics of thpark,
especially in the regions where the building has been concentrated. The building
activity since the years prior t02000 and its strong acceleration between 2002 and
2007, mean that the first decade of the twentyfirst century has seen relevant changes
that would have broad similarities with that of the seventies,

conditioning, and may have modified, the characteristics of the park in the issues
analysed above.

Subsequently, the financial crisis generated a sharp correction in activity, bringing the
numbers of completed homes to their historic low, and, from 2015, recovering very
gently, without reaching previousbuilding levels, and maintaining production rates that
remain at the minimum in 2024.
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A measure of rental relevance

Consideringthe resident population, the positions of the provinces with respect to their
rental market are very different throughout the Spanish geography. Except in the case
of Ceuta and Melilla, andwithin a general range of stock use density that ranges
between 2.2 and 3.4 people per household, thaledication of the housing stock to
rental shows a pattern associated with the size of the households.

Graph 8 shows a point cloud that concentrates households with smaller households
grouped into markets with less rental dedication and, therefore, a low density of
housing use. On the other hand, the provincesvhere the size of the households is
larger are associated with a greater dedication to renting their stoche right part of
the distribution of provinces). This shows a segmentation between rental markets that
meet the needs of families with very few members, located in provinces where housing
markets dedicate less than 10% of the stock to renting, and more densified rental
markets usually associated with largermarkets and where rental tenure is more
relevant (between 10 and 20% of the stock of main homes).

Graph 8 Occupancy density of rental housing in Spain compared with the rental housing stock
(people per rental dwelling and percentage of the housing stock under this tenure)
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This greater density of use refers to a larger family size, which is general, as shown in
Graph 9, withpractically a unit correlation between the number of household
members who use a home, whether ownear rented. This implies that the density of
use does not seem to differentiate between markets, bubetween markets, showing a
greater need for space in the most densified provinces.

Graph 9 Occupancy density of rental dwellings in Spain compared with owneoccupied dwellings
(people per dwelling)
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Rent covers the residential needs mainly of households that move their residences.
Taking the statistics ofresidential variations for the same year as the last census
(2021), graph 10 shows the correlation betweeresidential registrations (interior and
exterior) by province and rental housing. The registrations are takanstead of the
balance by the intuition that not all the homes that are ‘free’ when the population
migrates, enter the market.

The idea of the existence of greater rental use when mobility is greater underlies these
statistics. To carry out an initial approximation to this relationship, two pieces of
evidence are shown.

The first is therelationship between total residential registrations and the number of
rental homes in each province(Graph 10), the second is the ratio of rental homes with
respect to residential registrations. Graph 1Cclearly shows the relationship between
mobility and rented housing, in a structural vision that wouldindicate how the
residential stock of the provinces adapts their number of homes to the needs of the
population arriving from other regions or countries.

Graph 1Q Population mobility and rental housing (2021)
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However, the graph does not justify whether the allocation of rental housing is
sufficient. If the relative value between residential registrations by provinces and the
stock of rental housing existing in the lasthree successive censuses (2001, 2011 and
2021) is calculated, a classification more adjusted to how theental market meets the
needs of migration appears.

The group of provinces where their markets allocata lower number of housing units
to cope with migration (for rent) are those that show a higher ratio. Table4 shows, in

the form of a ranking, all the provinces ordered according to the year 2021

The tableshows a heterogeneous order of provinces that has little to do with their
dynamism or size but seems taeflect the intuition that there is a smaller rental market
than would be necessary to accommodate thepopulation that moves, in those that
show ratios greater than unity. In total, fourteen of the 52 provinceseasured have
ratios above unity. The cases of Ceuta and Melilla are important

Since they are the provinces where the dedication to renting is greater, and this fact is
clearly reflected in their ratios, of 0.4 and 0.5, in the table.

8 We are aware that this is a relative and not precise measure, since the homes that are computed are
already occupied for rent and possibly have been for years. The correct measurement would be
considering the homes that are rented in that year, but this information is not available. However, this

measurement is a rational approximation to the possible existence of tensions in the rental market

derived from the external mobility of the population.
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Table 1.4
Table 1.4.- Relative ranking of residential mobility and rent
(ratio of annual residential moveins to rental dwellings
Provinces 2001 2011 2021 Provinces 2001 2011 2021
45-Toledo 1,44 156 1.543 27-Lugo 0,77 0,79 0.888
29-Malaga 0,93 0,92 1.277 30-Murcia 1,25 1,21 0.880
44-Teruel 1,10 1,34 1.277 34-Palencia 0,80 0,69 0.871
05-Avila 0,87 0,91 1.207 02-Albacete 0,93 1,00 0.856
16-Cuenca 1,37 1,35 1.160 36-Pontevedra 0,69 0,66 0.838
31-Navarra 1,24 1,26 1.159 06-Badajoz 059 0,49 0.832
04-Almeria 1,49 1,50 1.155 09-Burgos 0,72 0,84 0.832
03- 1,57 1,83 1.144 17-Girona 0,87 0,95 0.806
Alicante/Alacant
12-Castellon 1,19 1,29 1.124 38-SCde Tenerife 0,81 0,77 0.801
49-Zamora 1,00 0,97 1.122 07-Balears (llles) 0,75 0,74 0.798
23-Jaén 0,78 0,65 1.116 28-Madrid 1,09 1,09 0.777
19-Guadalajara 2,08 2,40 1.113 25-Lleida 0,66 0,90 0.765
39-Cantabria 1,15 1,13 1.108 11-Cédiz 0,49 0,44 0.763
18-Granada 0,90 0,91 1.100 24-Ledn 0,65 0,65 0.745
46-Valencia 1,22 1,34 1.090 15-Corufia (A) 0,68 0,64 0.744
32-Ourense 1,07 0,97 1.053 08-Barcelona 0,54 0,56 0.727
26-Rioja (La) 1,37 1,40 1.037 10-Céceres 0,64 0,59 0.718
40-Segovia 0,81 0,87 1.028 47-Valladolid 0,74 0,91 0.707
21-Huelva 0,88 0,79 0.995 20-Guiplzcoa 0,77 0,82 0.699
43-Tarragona 1,24 1,13 0.993 35-Palmas (Las) 1,00 0,89 0.687
22-Huesca 0,84 1,04 0.984 14-Cérdoba 0,63 0,63 0.660
42-Soria 1,08 1,10 0.980 01-Alava 1,06 1,16 0.638
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13-Ciudad Real 0,92 1,01 0.965 50-Zaragoza 0,43 0,44 0.605
37-Salamanca 0,90 0,70 0.963 33-Asturias 0,49 0,46 0.577
48-Vizcaya 1,07 1,09 0.894 51-Ceuta 0,53 0,48 0.543
41-Sevilla 0,93 0,86 0.891 52-Melilla 0,35 0,32 0.472

The table also shows the situation in the previous censuses, so the evolution of some
of the markets canbe analysed. The values (and the classification) are very consistent
among them, and it can be observedthrough the table, the radical change in the last
decade derived from the increase in mobility on the rentammarket that occurred in
some of the provinces. For example, Malaga, Avila, both with an increase tension,
Guadalajara or Vizcaya, with a lower tension in rent, among others.

The way in which the ratio has been calculated in the table above hides a relevant issue,
which is the temporary permanence in the rental of families in Spain. Given that the
census data show the stock, theuse of the total number of homes for its calculation
may be giving an unrealistic idea of the relevance dhis tenure for the market. For
example, if the ratios seen above show that there is apparently no probleof rental
housing in Ceuta (0.54 residential registrations per rental property) but, nevertheless,
a part ofthe stock is being rented for long periods, the figure obtained is not significant
of the absence of tension irnthe housing market, and it would be necessary to have the
actual number of homes on offer for rent tocalculate a usable parameter. This
information does not exist in Spanish statistics

2.1.1 An estimate of market size from the Census

An approximation of the size of the rental market in each province is calculated using
census information on the arrival of the household to the home. The size of a market is
determined by the number of transactions that take place at a point in time. Afi¢re is
no record of rental transactions in Spain, the size is derived towards the measurement
of the number of rented homes that are recorded in the censuses when the information
is collected, and which shows the number of homes for rent in the last yeasf the
period and when they arrived at the home, so that this total is broken down into the
previous years that households declare. This statistic should be interpreted as a
snapshot of the end of the decade and would refer to the time of collection of ceis
data, losing the homes that could have been rented during that period but have jumped
to ownership over the ten years.

Perhaps for this reason, the number of rentals published in the last five years of the
2011 and 2021 Censuses are those with the highest accumulation of rental housing, as
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can be seen in graph 11. If so, the last year shows the number of rental transactions
made and reveals a large housing turnover, at least between decades, as shown by the
initial count: The amount of rental units remaining in the 2011 Census for the period

'‘before 1971' is approximately 72.2 thousand units, which would be the ones that

would remain for rent of all those registered in the previous census (2001) as
contracted before 1970.

Graph 10. Number of rental dwellings according to the 2001, 2011 and 2021 Censuses
(number of rental dwellings)
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The distribution of the first census clearly reflects the evolution of tenures in the first
decades afterautarky: an increase in rents as more homes were built in the great initial
cycle (1960-1975) and thereduction in the weight of renting with the expansion of
property since the seventies. The greater need for rentals since 2008 is alsgflected
in the latest bars (2021 Census, red) and, above all, highlights a veglevant rotation
in the rental market, where the average duration of rentals would beimost 15 years.

Note that, given that households that declare to be renting do so by referring to their
main homes, and thatthe Spanish rent regulation gives the right to remain with stable
conditions for at least five years, it couldbe said that the number of homes for rent
since 2016 (and in the previous census since 2006) would lEowing an approximate
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measure of the size of the rental market before the first expiration of the contradhat
is, its real size.

The temporary structure of rents since the last five years is shown in Table 1.5, with
detailed reference to the provinces.

Table 1.5: SIZEOFTHERENTAIMARKETLast five years

Census 2001 Census 2011 Census 2021

0

gowc:"riﬁg;a][rom (()j/owzfllirr?g;a:‘lrom (()j/owzclirr?g;aflrom
Province tlogigﬁig?eo | 2006-20100ver  |2016-20200ver

stock total rented stock | total rented stock
Spain 6.7 71.3 43.8
01 Araba/Alava 6.6 86.2 55.6
02 Albacete 7.0 68.6 39.6
03 Alicante/Alacant 7.1 78.6 42.7
04 Almeria 9.9 79.9 37.7
05 Avila 9.9 78.5 41.8
06 Badajoz 16.2 59.3 41.5
07 Balears, llles 6.3 74.5 43.0
08 Barcelona 3.4 67.0 43.6
09 Burgos 5.2 73.4 44.8
10 Céceres 13.3 59.0 35.3
11 Cadiz 7.6 51.2 36.4
12 Castellon/Castello 7.4 79.5 48.4
13 Ciudad Real 15.1 75.0 39.5
14 Cérdoba 8.0 64.7 34.8
15 Corufia, A 5.7 62.0 42.3
16 Cuenca 9.0 82.3 42.3
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17 Girona 7.8 75.7 45.0
18 Granada 7.3 71.0 40.6
19 Guadalajara 11.6 85.5 51.6
20 Gipuzkoa 5.6 72.0 53.9
21 Huelva 8.1 66.5 335
22 Huesca 6.2 78.0 45.4
23 Jaén 8.1 58.7 36.8
24 Lebn 3.8 61.7 40.5
25 Lleida 6.7 77.0 43.9
26 Rioja, La 6.6 80.5 51.0
27 Lugo 55 64.7 38.5
28 Madrid 6.5 73.9 46.7
29 Mélaga 8.8 75.9 39.8
30 Murcia 8.3 75.8 39.3
31 Navarra 9.1 81.5 48.9
32 Ourense 5.5 65.9 40.3
33 Asturias 6.3 64.0 45.5
34 Palencia 5.0 66.2 42.0
35 Palmas, Las 14.4 72.1 36.9
36 Pontevedra 5.9 63.7 41.1
37 Salamanca 7.8 68.7 44.7
38 Santa Cruz de

Tenerife 12.3 66.8 36.7
39 Cantabria 4.4 71.6 47.8
40 Segovia 7.2 72.9 45.0
41 Sevilla 8.4 64.2 39.0
42 Soria 6.3 75.4 48.0
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43 Tarragona 8.2 77.2 47.8
44 Teruel 7.4 82.9 44.8
45 Toledo 9.7 82.1 46.9
46 Valencia/Valencia 4.4 71.9 45.9
47 Valladolid 7.7 73.7 45.6
48 Bizkaia 2.3 71.1 544
49 Zamora 4.7 61.2 41.2
50 Zaragoza 5.3 73.6 48.2
51 Ceuta 5.9 50.6 334
52 Melilla 9.6 65.0 37.9

In the table there is a notable jump between the rental volume of the last five years in
the 2001 censuswith the other two subsequent ones. It is remarkable to see that, at
the beginning of the decade 2010, the increase in rented housing during the last few
years was a figure of more than 70% of the total rentegistered in the census. For
example, in the last five years observed in the 2011 census, Alasacounted for 86.2%
of the total number of rental households registered in that year, and 55.6% 2021.

Albacete, Guadalajara, Cuenca, La Rioja, Navarra, Teruel and Toledo show similar
figures. Thisaccumulation of rent must be related to at least two fundamental facts:
(1) renewal of old leases accordingo the regulations published at the beginning of the
nineties and which gave the following twenty years aa transitional period. (2) the
effects of the financial crisis, in which many homeowners lost their homes anturned

to the rental market.

In the last census, these figures are also relevant, although not as high, and indicate
that in the last fiveyears, a proportion of 43.8% of all renter households have reached
the rental market. This pattern igepeated in almost all provinces, which indicates how
rental rotation (and therefore, the reducedpermanence of households in them) has
become a characteristic pattern in the residential market inSpain. This is a relevant
issue that cannot bestudied without greater detail of the conditions ofthe contracts
and the patterns of mobility.

These results show the existence of greater mobility than is usually accepted for the
Spanish market, reflecting the fact that some rental markets have a greater relative
relevance thatstands out from the Spanish 'average'. What is remarkable about this
information is that it observes the rapid reduction of the stock with old rentals during
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the last decade, putting ahigh proportion of the rental segment on the market, which
has been mobilized in recentears.

D.2.2 T Market research. Economic and Financial Report.

2.1.2 Characteristics of rental properties

In this section, the physical characteristics of rental housing are analysed, as well as
quality and other characteristics so that different types of housing that are intended for
rent can be identified. The general characteristics that are usually used ithe
classification of housing price models are evaluated, such assurface area, number of
rooms, type of building, services available in the home and characteristics of the
building environment, as far as statistics allow. In some characteristics, the 201
Census is not veryspecific, such as in the typology of buildings, so it is necessary to
resort to the previous census for thedescription. To do this, the information has been
summarised in the same categories to make itomparable.

Figure 12 shows the distribution of dwellings according to the type of buildings. The
2021 Census is notvery explicit in the classification of the latter and identifies block
buildings as those with more than Jesidential units. With this distinction, the graph
shows how homes are distributed by tenure (52.5%wned, 35.9% rented and the rest
in other uses), with a similar distribution of rent by typologies and smabsignificant
differences between ownership and rental, at the national level (68.3% of owned
homes and 78.6% of rented homes, they are in blocks of buildings), which indicates
that rents tend to be marginallyconcentrated in buildings with higher unit density.

Graph 11. Housing tenure by building type. Ownership and rental, 2021 Census (% of total dwellings)

and Housing tenure by building type. Ownership and rental. 2021 Census (% of total dwellings within
each tenure)
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These differences are systematic across nearly all Spanish regionsG(aph 12),

regardless of their tenure rates. The chart on the left shows the prevalence of renting in
several autonomous communitiesy such as Ceuta, Melilla, Madrid, Catalonia, the
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Balearic Islands, and the Canary Islandg which has already been noted. The chart on
the right shows a distribution of rental housing that follows the pattern observed at the
national level, with small differences in building size between owners and tenantg his
reveals a rental and ownership market that is spatially integrated, where buildings can
exhibit both forms of tenure indistinctly as a defining feature, implying that tenure is not
a factor in market segmentation

Graph 12 Housing tenure by building type: Ownership and rental, 2021 Census (% of total dwellings)
and Housing tenure by building type: Ownership and rental, 2021 Census (% of total dwellings within
each tenure)
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A little more information about the size of the buildings is given by the number of floors
where the homes are located.Graph 13 shows this information referring to the main
dwellings owned and rented according to the 202-hnd 2011 censuses. The park for
rent in Spain is located at an average height slightly higher than thattb& park owned,
4.6 storeys instead of 4.3. There has been a change in the distribution by heights over
the last decade: In 2011 (Figure 14, left), 51.3% of rental households werehtock °
buildings, while 42.8% in multi-family homes (which add up floors 2 to 4) and 5.1% in
single-family homes. A decade laterthe census shows a shift in this distribution with
a shift from rental housing to buildings with lowerdensities: 44.9% of owned
households are inblocks of buildings (higher density), 36.1% imulti-family buildings
and 16.1% in singlefamily buildings, showing a substantial increase in tenantsenure

in lower density. This change is general (it also occurs in the rest of theldings *°.

% We recalculated the census data to adapt them to the international classification of buildings by
typology, in three large groups: singldamily (single-storey buildings, individual dwellings), multifamily
(up to 4 storeys) and residential blocks (morehtan four storeys).

1 The 2021 Census is not a census as such, but an estimate based on questionnaires. This could explain
this substantial change in distribution in a decade in which construction has been practically nil. If true,

it could indicate changes in tastes or the masive orientation to renting homes, typical of the
accessibility crisis we are experiencing.
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Graph 13: Rented dwellings by building height (2011 and 2021) amented dwellings by building height.
2021 Census. Building typology% of total within each category)

‘ o o Rented dwellings by building height. 2021 Census. Building typology
Rented dwellings by bullding height. 2011 Census. Building typolagy (9% of total within each category}
(% of total within each categary)
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Therefore, rental tenure seems to be more present in buildings with a higher residential
density, although the difference in distribution is not very relevant except in the case of
single-family homes.

The spatial detail shows variations on the Spanish average. Figuré dhows the three
main types ofbuildings by province.

As can be seen, there are provinces where rental households are mostigncentrated

in blocks of taller buildings, with Alava, Vizcaya and Barcelona concentrating more
than 70% of the total tenants in them, above 60% in Asturias, and above 50% in
Guipuzcoa, Madrid, Palencia, LeRioja and Valencia, according to the 2021 Census.
Huelva is the province where the majority of tenant&0%) live in multifamily buildings
(up to 4 floors) and those who are rented in onstorey homes areconcentrated in the
provinces of Almeria, Badajoz, Céaceres, Ciudad Real, Cuenca, Huelva, Teruel and
Toledo.
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Graph 14.Building type and tenure, rented dwellings (% of total dwellings in each province)
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These data reflect the fact that most rental homesre indensified buildings, although
with fundamental differences by market.

The concentration of renting in buildings with higher density means that certain
facilities are very importantto guarantee a minimum quality of life. The existence of lifts
is a relevant element that affects this pointAccording to the 2011 censug!, the tallest
buildings have an elevator. The available information showthat from the seventh
floor; the buildings have an elevator almost 100%. It is those with 4 to 6 storeys that
have a lower percentage of this service (Graph 16).

1 The 2011 Census is used here, as the 2021 Census does not have this information in terms of the
complete data that are published.
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Graph 15. Building height and presence of lift (% within each category).
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It could be said that the rental market is concentrated in the areas with the highest
density of construction and is inserted in the same location and buildings as the units
owned, apparently not existing rentasegments exclusively in exclusive buildings in a
generalized way (as is the case in other countries) thabuld appear ghettos for rent.
This implies a very diffuse distribution of rental units in Spain within théousing
markets, which does not allow us to know the model of concentration in spacethe
possible existence of clusters, or their influence on the markets where they are
distributed. This information isimportant, given that a higher concentration of rental in
housing markets could have a more offsettingffect on property prices than in cases
of absence of rented units

Surface area of dwellings by tenure.

In terms of size, rented homes show a systematically smaller surface area than owned
homes. On a national average, owned homes are 89.6 m2 while rented homes are 75
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m2 (graph17) according to the 2021 Census. As can be seen in the distribution, the
rented dwellings are located on the left side of the distribution, with the majority
concentrated in the areas of between 4660 m2 and 6175 m2 and, to a lesser extent,
in the group upto 90 m2.

In the first two mentioned, together with homes of between 3@5 m2, they are
segments of the stock with a majority dedicated to the rental of the main residence.

Graph 16. Dwelling size and tenure 2001 vs Dwelling size and tenure 2021
Census 2001 Census 2021

Dwelling size and tenure (Census 2001) Dwelling size and tenure (Census 2021)
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The graph shows the distribution according to two censuses that differ from each other
20 years? and in which two relevant changes are observed in the distribution of
holdings in the park. Firstly, constructionhas tended to normalise the surface area by
reducing the size of homes from a clear average of motean 90m2, to 86 m2 in 2021,
In the distribution, it is clear how the park goes from 30% of the park witrsarface area
in the 7590 m2 section to a balanced weight in the park of the categories beegn 60
and 90 m2. Homes, on average, have reduced in size in the two decades that
differentiate this graph. Second, rental use has increased at both ends of the
distribution, much more in the smaller housing segments anddomewhat in the larger
ones, reflecting growth in the highetincome rental market (we assume that thdarger
homes have higher rents) and are the main tenure for the smallest homes in the park.
As for their distribution by provinces, Graphl7 shows how this difference in surface
area issystematic in almost all markets, with some of them showing a greater disparity

12The 2001 Census is used for comparison. The decision is based on the fact that transtruction during
the last decade (201%2021) has been minimal and does not provide additional information to a static
analysis such as the one carried out here, so we have gone back in time the stock information, since the
first decade of the twentieth century experiences a sharp increase in construction, and it provides a
profile that serves better for comparison.
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Graph 17. Average dwelling size by tenure.
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Of all of them, Asturias, Barcelona and Madrid are the ones with the smallest sizes of
homes for rent, although also in ownership ownership. There are provinces in which
there is a greater part of their smallehomes for rent. Initially, one would expect to find
this phenomenon repeated in cities with a higheconcentration of population where
the price per square meter is higher. However, there does not seem tbe a
homogeneous model, since the census supports the idea that Madrid and Barcelona
are the ones that rent the smallest homes more intensively, but so do Zaragoza, Ceuta,
Melilla, the two Canary Islandsprovinces and the Balearic Islands, Malaga and
Asturias. The intensity of renting is compatible with thedea of a lack of supply and
strong competition for housing (Graphl8).

Graph 18. Dwellings rented with smaller surface area. Census 2021.
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The distribution by age and condition of the rental housing allows us to approximate
the level of quality of the segment of the stock that is allocated to this tenure formula.
These characteristics, together with the elements associated with the quality of
residential services (lift, accessibility and services) set the rental values of housing in
stress-free market conditions, so they are useful indicators to know the levels of
satisfaction of the residential needs of rental households.

Starting the analysis by age, the average age of the building is shown in the profiles in
graph 20, which clearly reflect the last two major building cycles in Spain, 19605
(housing persists) and 19952010, and a lower level of older housing (until 195@ithin
the stock of approximately 15.2% of the total. Ownership of the main use of housing is
the majority (76.7% of the stock), followed by nomain housing, rental and other
tenure formulas. As is clearly shown by the age structure of the dwellings, thteree
forms of tenure follow a similarprofile and coincide with the building cycles, so that
this temporal distribution rejects the idea that, in general, the oldest dwellings are
destined for rent.

Graph 19. Age of the housing stock in Spain by tenure.
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Rental use uses about 2% of the total stock in each decade of production and a much
lower rate in periods where the weight of the stock is also smaller, such as about 0.5%
in eachdecade of older housing, or 11.2% in the downturn phases of the building cycle
(1980-87 and 1991-94).

The association of age with lack of quality is not rational since homes built in the past
may have beerrehabilitated. Table1.6 represents the proportion of each of the quality
categories considered ovetthe total stock andthe level of quality is high, with 91.4% of
the total number of main dwellings in the best classification, 91.4% in the case of
secondary dwellings and 83.1% in the case oémpty dwellings. These proportions
leave just under 9% of the total fleet in need of quality improvemergnd most of it is
concentrated in the empty category (10.5% of poor quality but 4.4% in ruin or poor

quality).

Table 1.6 Quality of the housing stock in Spain

Tabk 1.6- Quality of the housing stock in Sg@flCensug

Total Primary Secondary Empty Dwelling:
Dwellings Dwellings
Dilapidated 0.3 0.2 0.3 1.1
Poor 11 0.7 0.9 3.3
Deficient 5.6 4.6 5.6 10.5
Good 90.3 914 91.4 83.1
Not reported 2.7 3.1 1.8 2.0

*There are no data on housing stock quality in the 2021 Census

Source INE

The quality of the park is very standard throughout the territory. In general, the
proportion of poor-quality housing (dilapidated housing, poor housing and deficient

housing) rangesbetween 5 and 10% of the stock stock, with notable differences

depending on whether theyare primary dwellings (the best quality), secondary or

empty. Table 1.7 shows the situation byegion.
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Table 1.7 Proportion of the housing stock with the poorest quality levels.

Tablel.7. Proportion of the housing stock with the poorest quality levels (the sum of
those that are in a dilapidated, poor, or deficient condition, as a proportion of the total
housing stock).

Total Primary Secondary Empty Dwellings
Dwellings Dwellings

Spain 7.0 5.5 6.8 14.9
Andalucia 6.4 5.3 5.3 12.8
Arago6n 6.5 4.2 8.0 16.7
Asturias, Principado de 7.7 54 9.0 194
Balears, llles 7.8 7.2 5.5 14.6
Canarias 9.5 8.4 9.0 16.4
Cantabria 5.3 4.6 3.2 12.1
Castillay Ledn 7.7 4.9 8.0 18.0
Castilla - La Mancha 6.9 4.2 8.3 15.5
Cataluiia 7.6 6.5 7.4 14.8
Comunitat Valenciana 7.4 6.5 6.0 12.9
Extremadura 6.9 4.0 7.7 17.2
Galicia 10.6 7.1 9.2 24.2
Madrid, Comunidad de 4.4 3.8 4.4 9.6
Murcia, Region de 7.8 7.0 5.1 13.8
Navarra, Comunidad Foral 2.5 14 4.0 8.7
de

Pais Vasco 4.3 3.6 7.2 10.4
Rioja, La 8.3 5.9 8.7 16.6
Ceuta 23.6 23.5 21.7 25.1
Melilla 10.9 10.1 12.5 25.3

This table shows a better situation of the main dwellings except in Ceuta, Melilla and
the Canary Islands,as well as the concentration of the worst quality in what the 2011
census called 'empty homes', a categonythat referred to units whose owners or use
could not be contrasted when the census was carried out. ktakes the situation of the
residential parks of the Canary Islands, Galicia, Ceuta and Melilla as the placesith
the worst quality conditions.

Age is not directly correlated with the quality of the homes. This is a characteristic of
the Spanish housingstock, where building renovation processes have improved the
guality of residential services across theboard. The intersection between the age of the
building and the quality of the park is confirmed by the lackf association between the
age of the building and quality and ratifies the perception of a renovation with
rehabilitation in the oldest units. Table 1.8 summarizes the information on thissue.
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Table1.8. Condition of residential buildings by age

Table 1.8. Condition of residential buildings by age
(% of the total housing stock)
Total Total Hasta de 1950  1981- 2001-2011
Housing 1950 1980 2001
Total 100.0 11.0 42.8 26.8 16.3
Dilapidated 0.2 0.1 0.1 0.0 0.0
Poor 0.7 0.4 0.3 0.2 0.1
Deficient 4.6 1.7 2.4 14.4 16.2
Good 91.4 8.8 40.1 13.7 17.8
Rented
dwellings
Total 13.5 0.4 15 5.5 2.5
Dilapidated 0.0 2.1 6.1 3.6 0.0
Poor 0.2 0.0 0.0 2.8 0.0
Deficient 1.0 0.1 0.1 0.0 0.0
Good 11.8 0.4 0.5 0.0 2.5

In the total stock, the relevant proportion of homes in worse condition are in poor
condition (4.6% of thetotal stock and 14.4% of the homes built between 1982001
and 16.2% of those built between 2001 an®011). The quality structure of rented
homes is different, as it concentrates 11.8% of the total aslilapidated and 2.8% as
poor. The dilapidated houses would have been built throughout the period. Thigorse
situation with respect to the situation of the stock shows renovation needs in the rental
market which, without being general, does show a worse deterioration associated with
this form of tenure.

Most of the units in the worst quality are concentrated among the group of older and
rented homes. 13.5%o0f the total number of homes built before the 1970s are for rent
and in some degree of poor conditionpasically with deficient services. The greater
weight of renting in this age group, and the renovation of th&ock, mean that rented
homes are also mostly in good condition, with a better degree of conservatictman
owned units. This structure of distribution by qualities breaks some preconceived
ideas about the oldrental stock, where problems of condition and maintenance, which
are traditionally attributed to rented units, seem not to be as common as believed.
Although it is true that there is a marginal number of homes worse condition that
would support this idea, this situation is not the majority, and it is possible that the
rental ownership itself has generated a lower flow of investment for its maintenance
over time.

The provinces that show the best quality of their housing are represented in the Table
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Table 1.9 Rented dwellings in good condition. 2011 Census

Table 1.9. Rented dwellings in good condition. 2011 Censu2011 Census

Total in Until Between 1981- 2001-2011

good 1950 1950-1980 2001

conditions
Total 90.7 11.4 40.6 20.1 18.6
02 Albacete 94.8 4.9 41.7 30.2 18.0
03 Alicante/Alacant 89.5 4.5 40.0 17.8 27.2
04 Almeria 91.4 3.8 25.4 24.2 38.0
01 Araba/Alava 98.7 7.4 39.2 13.3 38.8
33 Asturias 91.7 9.2 39.2 21.9 21.4
05 Avila 97.5 7.2 42.8 23.2 24.3
06 Badajoz 99.2 10.4 28.4 33.8 26.6
07 Balears, llles 88.9 13.6 39.3 195 16.4
08 Barcelona 87.5 19.9 45.3 11.7 10.5
48 Bizkaia 93.0 17.7 52.1 9.4 13.7
09 Burgos 87.1 9.6 43.0 15.5 18.9
10 Céceres 91.4 7.9 31.9 38.0 13.5
11 Cadiz 79.2 9.2 28.6 25.9 15.6
39 Cantabria 89.0 14.4 34.5 19.5 20.6
12 Castellon 88.5 6.6 425 17.3 221
13 Ciudad Real 98.7 5.3 29.8 34.8 28.8
14 Coérdoba 89.0 6.8 36.3 25.8 20.1
15 Corufia, A 89.2 7.4 38.6 18.0 25.3
16 Cuenca 91.4 12.7 33.6 23.0 221
20 Gipuzkoa 97.0 26.8 39.9 13.4 16.9
17 Girona 93.5 13.9 36.5 19.8 234
18 Granada 91.6 7.5 38.7 25.4 20.0
19 Guadalajara 97.8 6.9 32.8 25.2 32.9
21 Huelva 84.7 7.8 30.3 33.1 13.5
22 Huesca 93.7 12.2 39.5 22.4 19.6
23 Jaén 92.6 7.1 30.0 38.0 17.5
24 Lebn 90.1 9.9 46.7 23.1 10.2
25 Lleida 91.1 13.2 34.2 18.1 25.5
27 Lugo 90.0 7.4 354 27.4 19.8
28 Madrid 93.6 12.5 43.8 19.9 17.4
29 Mélaga 95.0 3.0 37.1 31.0 24.0
30 Murcia 90.2 5.7 37.8 23.2 23.6
31 Navarra 98.8 13.0 39.5 19.6 26.7
32 Ourense 94.8 8.0 42.6 13.5 30.7
34 Palencia 98.6 11.9 39.3 20.7 26.8
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35 Palmas, Las 88.1 3.7 29.1 34.3 21.1
36 Pontevedra 92.7 7.0 414 23.3 21.0
26 Riogja, La 88.6 12.5 39.3 12.3 245
37 Salamanca 93.7 5.3 38.1 26.0 24.3
38 Santa Cruz de 91.8 4.0 32.7 33.3 21.9
Tenerife

40 Segovia 90.4 6.9 44.9 19.1 19.5
41 Sevilla 89.2 8.0 40.1 23.7 17.4
42 Soria 94.3 9.8 375 21.1 25.9
43 Tarragona 79.1 11.6 30.2 20.0 17.3
44 Teruel 94.6 19.1 34.7 24.2 16.6
45 Toledo 99.1 4.3 35.4 21.8 37.6
46 Valencia/Valéncia 86.3 9.8 49.9 15.1 115
47 Valladolid 93.9 5.1 46.4 22.5 19.9
49 Zamora 94.8 11.5 33.0 16.6 33.8
50 Zaragoza 93.8 8.8 50.3 204 14.3
51 Ceuta 67.7 NA NA NA NA
52 Melilla 76.9 NA NA NA NA

The table shows what period the homes are in good condition. For the most part, the
homes that entered the stock between 1950 and 1980 account for almost half of those
that are in good condition, followed by those built in the last great cycle 2062011 ard
those of 19812001. The figure, therefore, is proportional to the size of the stock, which
indicates that, in rental housing, the updating of its quality has also followed a similar
pattern as in the main ones. The provinces with the greatest quality gsems (which
have less than 85% of their rental stock in good condition), would be mainly Céadiz.
Ceuta and Melilla (although the latter two are not included when crossed by age of the
stock in the 2011 Census), and below 90% of the stock would be the praees with the
greatest need for rehabilitation of their rental stock, after it. The high proportion of
homes in good condition that were built before 1950 endorses a continuous
rehabilitation process, although it does seem clear that the rental homes thadre in the
worst condition correspond to all the periods of construction of the stock except the
last one.

To elaborate on this fact, a graph corresponding to the 2001 Census is shown below. It
has segmented the information on older rental housing and can show how the
renovation of a significant part of the old housing for this purpose has had to be carried
out during the last cycle, since the poor quality figures in the rented units, then, were
mainly concentrated in the pre1971 housing (graph Q). especially in Cadiz, Ceuta,
Melilla and Segovia

58



Jﬁ
D.2.2 T Market research. Economic and Financial Report.
INSPIRE-US

Graph 20. Rental housing stock by state of conservation: housing stock built before 1971 and total
stock

Rental housing stock by state of conservation:
Housing stock built before 1971 and total stock
(% of total stock built before 1971 and % of total housing stock)
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Accessibility and availability of garages.

To conclude the description of the rental stock in Spain with census information, this
section addressessome characteristics associated with the housing provided by the
2011 census. Residential accessibility igegulated by habitability regulations, and the
park is adapted as improvement works are carried out. hefers, therefore, to physical
accessibility, one of the most relevant issues since it lacks must be solvedvith
investment that adapts the structure. The information in Table 1.10 may be out oaté
at the end of2011. However, the level of error incurred when using it cannot be very
high given the low constructionand rehabilitation activity that has taken place in the
last decade. The table shows that 33.9% of the total stock of main homes have facilities
that allow accessibility. AlImost a similar proportion also has garage availability, and
only a proportion 0f19.5% has it in the group of homes not considered accessible.

Table 1.1Q Accessibility of rented dwellings and availability of lifts

Table 1.10. Accessibility of rented dwellings and availability of lifts

Accessibility Availability of garage
(%of total dwellings in each Yes No total On on no
category) accessible accessible
Totalprimary dwellings 33.9 63.0 35.5 35.5 19.5
Rented 32.3 64.5 28.3 14.4 13.9
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Owned (Total) 34.6 62.3 37.2 16.8 20.5
Owned through inheritance or 24.7 73.1 24.2 6.9 17.3
donation.

Owned purchased, fully paid 33.0 65.1 32.7 13.3 195
Owned purchased partially paic  38.7 56.7 454 23.1 22.3
(mortgage)

Provided free of charge orata  28.6 68.6 28.4 10.9 17.5

reduced price (by another
household, paid by the employ:t
etc.)

Source Censo 2011, INE

In the case of rented homes, the proportions are very close to the average for the stock,
only slightly lower in terms of accessibility (1.5 percentage points below). The most
important difference appears in the availability of garages, since only 28.3% tbfe total
fleet is rented and has a garage. Of those homes rented with accessibility, 14.4% have
a garage, 14.4% in accessible homes and 13.9% in nactcessible homes, consistent
with the somewhat older rental stock and the fact that building regulationglid not
incorporate the obligation to build garages in previous decades. The rest of the table
gives an idea consistent with building regulations; For example, the holding groups with
the highest proportion of garages are own homes by recent purchase (bease they
continue to pay the mortgage), with 45.4%.

In terms of accessibility by province, graph 2shows the levels for rental housing. The
national average of accessible rented homes is 31% of the stock in that tenure. There
are some provinces whose adaptation of thigpark is lower than that average, such as
Melilla, Segovia, Ourense or the Balearic Islands

Graph 21. Accessibility and availability of garage in rented dwellings.(% of tota
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These access ratios contrast with those given in the previous Census (2001, graph 27),
where the national average of housing adapted to access was 19% in rental housing,
more than 10% less, and therewere regions with a complete lack of residential
adaptation. Between the two censuses, one of the largesbuilding cycles in recent
history took place in Spain. The results were not only evident in the nes@nstruction
but also in the adaptation of the park, and the one used for rent has been improved
because o this process. In fact, the provinces with the worst adaptation have
experienced a significant leapin the renewal of the fleet and its adaptation to more
sustainable designs, as can be seen by comparinghe information from the 2001
census.

Graph 22. Availability of garage by tenure

Availability of garage by tenure
(% of total dwellings in each province)
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As for the number of elevators in the buildings, the evolution is similar to the one
mentioned. Graph 2 shows an average of 29% of rented dwellings with garage
availability in 2011 (14% in the 2001 Censugyraph 24), with strong variations at the
provincial level. The correlation between the metrics of garageexistence and
accessibility is low, 0.32%, which indicates that both characteristics of the dwellings
are not related to each other (R2=0.10) and are derived from different evolutions,
regulations, trends, that haveresulted in the existing structure. While accessibility
levels have been able to follow building regulationsshen buildings have been updated,
the increased availability of garages will be more in relation to thancrease in the
number of vehicles in towns and, of course, in new construction.

The distribution of homes with garages shows a higher endowment in provinces with
medium-sized capitals, while in Madrid, Barcelona, Valencia oBizkaiathe proportion

of rented homes that have a garage does not exceed 30% in the first case, and 20% in
the rest of the larger ones. The size of the older cities and the fact that the strong
expansion hasdeveloped in the metropolitan areas may be explanatory reasons for this
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distribution structure. In any case, in the larger towns where the rental housing stock
IS more extensive,there seems to be a lack of garages to cover the population's need
for mobility.

D.2.2 T Market research. Economic and Financial Report.

Graph 23. Availability of garage in primary dwellings by tenure type
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Environment of rental housing in Spain.

Finally, regarding the characteristics of the surroundings of the dwellings, the census
allows us to know details regarding the problems related to the neighbourhood, with
noise, pollution, poor cleanliness, poor communications, lack of green areas, crime or
lack of cleaning service within the dwelling. All of them refer to the quality of life linked
to the property and its residential environment. This information is not available in the
2011 and2021 censuses, so it is provided using the Living Conditior8urvey for Spain
(years2004-2024). It should be mentioned that this survey is not representative at the
provincial level, so the geographical analysis can only be carried out at the level of the
Autonomous Communities. This information was included in the 2001 Census, so this
section provides thefundamental statistics of the Census to compare the evolution of
conditions for rented housing. The LCA gives the possibility of evaluating a greater
number of housingcharacteristics than the census, and the sitiation of rental tenure

is described inthe following graphs.

a. Regarding size (surface area)

b. In terms of housing quality, including type, location, neighbourhood quality
and accessibility

c. Regarding the characteristics of the energy installations in the building.
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Graph 24 shows the average area of the park owned and rented. The national average
differs by about 16 m2 between the two holdings, with the largest number of units
owned and rented reaching 93.1 m2. By region, the differences are notable, although
in all cases, rental homes are lower than owned homes.

Graph 24. Average dwelling size by tenure (m2)
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The greatest differences appear in Aragon, the Balearic Islands, the Canary Islands,
Ceuta, Melilla, Navarre and Cantabria. In most regions, the average number of homes
owned exceeds 100 m2 except in Asturias, the Basque Country and Ceuta, and those
for rent are 80m2, except in Cantabria, the Basque Country, Aragon, Ceuta and the
Canary Islands.

Quality of housing

Graph 5. General characteristics of rental housing in Spain.
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Graph 25 shows the general characteristics of rental housing in Spain, as well as the
particularities of its environment. The value represents the proportion of dwellings for
rent over the total number of households residing in a main dwelling. 7.7% of the total
number of homes dedicated to rental in the Spanish stoclare inan urban area of dense
urbanization, the highest concentration, compared to 2.04 and 1.97% of those in urban
areaswith a smaller population. As for the type of housing, practically the majoriti in
buildings (10.89%), so the rental market is urban, corresponding ta dense
concentration, and made up of apartments in buildings. The problems associated with
rented homes are, fundamentally, the existence of damp (2.4%), little space (2.4%id
that they are dark (2%). A proportion of 2.8% of all households are rented and report
noise in the neighbourhood, while 1.4% complain of pollution and 1.3% of crime and
violence.

In general, the majority reflect that there is good accessibility of the home to services:
9.5% are rented and answer that it is not difficult to access even shops and 10.9%
public transport.

The latter proportions indicate that the rental dwellings are, for the most part, well

located in terms of an accessibility to services.

If these characteristics areconsidered in proportion to the total number of households
in each tenure, the particularities of rental housing versus owned housing can be
identified in the characteristics (Graph26).

Graph 26. Total number of households in each tenure
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For example, rental housing, in proportion, is more concentrated in highly populated
areas (60.8% vs. 52.2%), in residential buildings (40.7%) rather than in singi@mily
homes.

Renter homes emphasize more that they are dark, with dampness, little space and
noise in the neighbourhood, than owned homes, however, without significant
differences in whether theenvironment has pollution or crime.

The levels of accessibility to shops and public transporare high in both holdings,

although less than one percentage point in accessibility to shopand somewhat more
accessible to public transport.

The LCA provides some questions that allow us to identify the quality of the energy
installations of the homes where the households participating in the questionnaire live.

Table 1.11 Characteristics of the energy installations of dwellings by tenure.

Table 1.11. Characteristics of the energy installations of dwellngs by tenure. Ownership and rental at market prices

property Rental property Rental
(In & of total households) %o 3/ total households in
temure)
Ability to keep the house at the right temperature Warm encugh ~ 71.2 104 913813
during the winter Cool encugh during the summer 613 o4 795 685
56.2 83 129601
Heating equipment of the honse
Central heating Other fixed heating system Non-fixed heating 36.6 42 474 1.4
system Mo heating 14.0 21 181 158
1.8 28 101 20.
18.8 43 243 32.0
Tvpe of heating system you mainly nse
Urban Central of the 0.7 0.1 09 0.7
building Individual 10 13 93 85
Central Fixed system 448 11 59.8 453
Nomne of the above 11.9 3.5 159 222
10.2 3.6 136 229
Mo answer 0.4 0.1 0.3 0.4
Main source of energy for home heating
Electricity Gas 333 6.2 361 46.7
a1 0.6 431 441
Diesel Biomass 18 0.1 11.8 456
(pellets, etc) 37 0.2 23 0.7
Wood Charcoal 02 0.0 47 14
0.6 0.0 0.3 0.1
Renewable energies 03 0.0 0.8 02
Other sources of energy 05 03 0.4 03
Don't know 00 0.0 0.6 20
Etg. INE, ECV
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The two main tenants declare the ability to keep the house at an adequate temperature,
0.4% of the renter households and 71.2% of the owner households. The proportion
corresponds to the distribution of tenure. If we look at the last two columns, 91.3% of
owners and 81.3% of tenants seem to maintain adequate temperatures, which
indicates that 8.7%and 18.7% respectively would not achieve it and are, potentially,
households in energypoverty. The difference is more marked if you ask about the
temperature in summer andwinter. The ability to keep the dwelling warm in winter is
greater than keepng it cool insummer and, if distinguished within each tenure, tenant
households show a lower capacitythan owners to have an adequate temperature with
respect to the season of the year thaheeds to adjust the temperature. More than 10
percentage points separate tenants fromowners, showing a worse adaptation to
climate changes in rental housing compared to thosef the property (68.5% of tenants
compared to 79.5% of owners, say they have the ideéémperature in winter, being
60.1% compared to 729% respetively, with respect to summer).

The questionnaires mainly ask about the systems of installations for heating (and not
cooling). Of the totalnumber of households, most of those that have installations of
this type are in fixed systems, centraheating (36.6% of all households and with their
own housing, and 4.2% of all households and with theltome for rent) or another fixed
system (14% and 2.1% respectively). Most of them are individual centréleating
systems (44.8% of households that are also owners and 7.1% that are tenants) or
another fixed system (11.9% and 3.5% respectively), while only 7% and 1.3%
respectively, have central heating obuilding*3.

If analysed with reference to the response of owners and tenants in proportion to their
tenure (last two columns), only 47.4% of owners and 31.4% of tenants have central
heating, 18.1%and 15.8% respectively have another type of fixed heating system,
10.1% and 20.8% have aon-fixed system and the rest, it does not have. Thaost have

individual central heating, but fewer renters have a fixed heating system than
homeowners (76% of renters have a fixed system and 85% of landlords, indicating that
rented homes are more likely to not have a central heating system than owned homes).

13 Note that the proportions calculated between the two questions, 'Heating equipment of thelwelling'
and 'type of heating system used' do not match exact figures. This is a result of the falcat some of the
questions that are quantified have been included in specific statistical modules t@nalysed heating and
in some years. The differences are due to the comparison of data in particulgears and the averages of
all years in some of the questions, such as the first one in the tahle
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In terms of the source of energy used by these households, electricity and gas are
mainly used by rentalhouseholds (46.7% of all rental households use electricity and
44.1% use gas, compared to 36.1% and3.1% of landlords, respectively). Diesel,
biomass and firewood are more important marginal energgources among owners
than among tenants, clearly associated with the type of homes owned.

2.1.3 Energy rating of rental housing. Comparison with  Homes owned

This section includes the results of the energy certificates downloaded from the
Autonomous Communities of Valencia, Catalonia and Madrid. It should be mentioned
that the databases, although they refer to the results contained in the Energy
Certificates, have very different structures, which makes it impossible to analyse all of
them together. For example, two of the databases consulted contain detailed
information on heating and cooling consumption, but do not detail according to the use
of the homes. Almast all of them distinguish by type of building, but only two identify
the type of nonresidential building while the rest group them together. Only the
Catalonia database identifies the reason for the certificate, where the rental use
appears, and in the est, it is not distinguished, so the information provided only refers
to the homes or blocks of flats but there is no distinction by tenure.

Thus, the general information reproduced below seems to be the common one in all of
them. We leave a lot of valid information to be analysed, pending that we expand this
document later.

The information on the VC is very scarce but covers in detail the entire time (2626825)
with sufficient detailed observations at the provincial level. Table 1.12 shows a
summary of certified energy efficiency levels by building group, as an average of al
available years.

The calculated energy efficiency averages show the reference letter resulting from the
12 years of available observations. Thus, hospitals, hotels and sports facilities show
the best efficiency, with an average that is close to C. The two groups of propes on
which this work focuses are blocks of residential buildings, and independently valued
housing, within blocks (highlighted in bold in the table)Single-family homes are not
analysed.
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Tablel.12 Energy efficiency in tle Valencian Community. Average years 2013025

Table 1.12. Energy efficiency in the Valencian Community. Average years

2013-2025

CONSUMPTION EMISSIONS KWH_VALOR co2_VALOR

Primary Energy  COZ2 Media Media,

(EP)
EDUCATIONAL CENTER c c 155.5 302
COMMERCIAL BUILDING D D 2235 47.0
RESIDENTIAL BUILDING And And 147.2 36.6
(COMPLETE BLOCK)
HOSPITAL C-D C 2202 395
HOTEL Cc-D C 2424 456
SPORTS FACILITIES C-D C-D 2626 517
COMMERCIAL LOCATION D-E D 2094 41.2
BUREAUX D D 198.7 40.8
OTHER D D 108572.5 18395.8
RESTAURANT D-E And 2885 58.4
INDIVIDUAL HOUSING E-F And 169.3 64.9
SINGLE-FAMILY HOME/S And E 195.3 39.3

Fie. Prepared from IVACE data

The residential group is the one with the averages with the lowest level of efficiency of
the entire stock, with an average of E in primary energy consumption (EP) and CO2
equivalent emissions, in the complete blocks and in the homes evaluated individually

In EP consumption, the average efficiency is the lowest, with values between level E
and F. The rest of the buildings have efficiency levels higher than D.

The rating levels by years show variability consistent with the fact that the composition
of the information each year includes different properties. The average is now observed
in its numerical form in the dotted line of graph 32, where its four panels peesent the
proportion of residential buildings and independent dwellings within the entire stock
for which the certificate was issued, according to the grade obtained measured only in
letters. Except for the first year (2012, available in the CV) in whitihe buildings in the
best condition would possibly be evaluated, the average rating of the buildings
oscillates around E, in a very stable trend that does not reflect a substantive change.
The green columns in graph 32, panels 1 (EP) and 2 (CO2) show huwest of the
buildings in each reference year evaluated have an E rating. During the period 2018
2021, more energyefficient buildings, with a B rating, were evaluated, which improved
the average during this period. Buildings rated C (light blue column) attee third group
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with efficiency until 2021 in which those with A and B gain weight, reflecting a process
of improvement in the efficiency of both energy consumption and emission reduction
(panels 1 and 2).

Buildings efficiency andenergetics in the Community Valencian. 20132025.

Panel 1 Primary energy consumption rating, apartment blocks
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As for the rating of the homes evaluated individually, the average rating is massively E
throughout the period. The smaller columns around this level are indicative of the
change inenergy efficiency that is carried out individually by households. Thus, during
the first years, itis observed that the second most relevant group is G (worsfficiency),
but this has beendecreasing in favour of a strong increase in homes with level D (brown
column).

Panel 1 Primary energy Consumption rating.

VALENCIAN COMMUNITY. PRIMARY ENERGY CONSUMPTION RATING.
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The evolution of emissions supports this interpretation, as can be seen in panel 2, with
animprovement in the rating as a CO2 emitter since 2016, with a growing proportion of
households that, although maintaining their energy consumption, fundamentally
reduce emissions. Basically, the improvement occurs from G to D (three letters of
improvement) indicating a generalized process of increasing energy efficiency in the
homes that applyfor certification. This supports the process seen above, although with
timid overall results thatdo not allow us to foresee a generalized improvement in the
rating.

Regarding the provincial information, Table 1.13 shows the general rating of the
building stock on average for the entire period.

Most buildings are certified with a level E for primary energy consumption and
emissions. The distribution of buildings by energy efficiency is similar, with small
differences by provinces showing a marginally higher concentration of more energy
efficient buildings in Valencia (with B and C certificates) and in Alicante compared to
Castellon. It should be noted that the levels of efficiency in emissions (lower CO2
emitted) are better than thosemeasured through primary energy consumption in the
three provinces, which is reflected in a proportion ofcompletely inefficient buildings
(G) lower when emissions are measured than when energy is computed.

Thus, between 10 and 12% of the buildings in the CV are completely inefficient in terms
of emissions, butbetween 18 and 23% are inefficient in terms of energy use.

Table 1.3Energy efficiency in the built stock in the Valencian Community. Detail by province.

Table 1.13. Energy efficiency in the built stock in the

Valencian Community. Provincial detail
(Includes all types of buildings)

ALICANTE

(% s/ total buildings PROVINCE CASTELLON VALENCE
with certificate)

CONSUMO_EP_LETRA E-F E-F And
A 0.3 0.4 0.4

B 1.4 1.2 1.5
C 2.5 3.3 4.3
D 8.8 8.6 10.5
And 53.6 53.7 56.0
F 13.0 10.0 9.1
G 22.5 22.9 18.2
EMISIONES_CO2_ LETRA And And And
A 0.6 0.6 0.7
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B 1.6 1.3 1.6
C 3.2 4.4 57
D 11.1 13.6 15.2
And 61.0 58.2 58.0
F 9.8 9.1 8.3
G 12.6 13.0 10.5
CONSUMO_EP (and KW/h) 192 10927 170
Average EMISIONES_CO2_promedio

40 Fte. Prepared from IVACE data 1857 101

The typology of buildings shows very different levels of efficiency. This paper is
interested inanalysing residential buildings and dwellings that are individually certified
and located in buildings. Graph 27 represents certification levels y the ratio of
buildings/dwellings in each category.

The data supports previous comments. As can be seen, most residential buildings and
dwellings have arating of E, with differences by province.

Firstly, Alicante shows the highest number of buildings with betteratings than the rest
of the provinces: 8.5% and 8.2% respectively of all residential buildings have an ABr
rating in Alicante, the province where there is a greater number of buildings with high
energy efficiencyin the region.

This fact results in a lower number of buildings that have category E, and 21.9% of the

total with G. In this last group, Castellon accumulates the highest proportion of its
buildings with this rating,23.4% of them.
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Graph 27 Energy efficiency of residential buildings and individual dwellings. Provinces, 2013025
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It could be said that the province of Valencia has a marginally better level of energy
efficiency, concentrating most of its buildings in categories D and E, and despite not
havingas relevant a number as Alicante, among the most efficient categories.

The database for this region has detailed general information since 2016. As of this
year, the database details the type of energy, equipment, uses and qualifications. It
includes information on the rating of energy demand for heating and cooling, of those
that use nonrenewable energy (heating, cooling and sanitary water) and the
corresponding emissions, the amount of demand EP or its emissions is not made
explicit. Following the previous order of the description, Table 1.14 shows the typology
of buildings and their level of qualification in letter of the heating and cooling demand,
as well as that of heating emissions, there is no detail of the cooling level.
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Table 1.4

Table 1.14. Energy efficiency of buildings by use. Community of Madrid, 2016- 2025

CONSUMO_Energia EMISIONES_CO2. % of Non-renewable. Global Park Global
Housing Block in Community E C-D

E 10.9 Tertiary Use Building 1.2 Tertiary Use Premises D-E 6.7 Individual Housing Evaluated in Buildings E-F 62.5 Single-Family Dwelling D-E

C

D
E D-E 18.7 Fte. Prepared from the Register of Energy Performance Certificates of Spain.
Available in

https://datos.gob.es/es/catalogo/al3002908-registro-de-certificados-de-eficiencia-building-energy

As can be seen, the average energy efficiency classification gives a better situation to
tertiary use buildings (GD or C), premises (BE, D) and singlefamily homes (D

E), than to the residential blocks and the individually assessed dwellings located in
them (EF).

The information available for Madrid starts from 2016. The evolution of the ratings of
blocks of residential buildings and individual dwellings (not singleamily homes, which
are excludedfrom this analysis) can be seen in Grap@8.
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Graph 28

Panel 1 Non-renewable energy consumption classification, apartment blocks
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The data on certifications according to their evolution between 2016 and 2025 ratify the
fact that residential buildings have an E category in both nerenewable energy
consumption and CO2 emissions. This is the predominant category in the largest
number of buildings, determines the average certificate and maintains a very stable
evolution in the last ten years.

The certificates show a very timid growth in buildings with category A efficiency,
although it seems that the process of change has slowed down and, of course, there
does not seem tobe a general improvement in the energy efficiency of the stock.

As for individually qualified homes, there has been an improvement in energy efficiency
as shown in graph36 since 2016, going from level F to level E. As for energy
consumption, this has been thanks to themprovement in the efficiency of homes that
jump (since 2021) from an E- level to a D, which hasllowed the average rating to
increase. This trend seems strong and persistent in the wake of the 208&ta.

Graph 29

Panel 1 Non-renewable energy consumption rating. Individually assessed dwellings

COMUNIDAD DE MADRID. CALIFICACION DEL CONSUMO ENERGIA NO RENOVABLE.
VIVIENDAS INDIVIDUALMENTE EVALUADAS*
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The trend is also identified with emissions information. The average rating reflects the
improvement in efficiency in emissions in greater proportion than in energy
consumption, asis also common in the rest of the regions analysed

Catalonia

This community publishes in detail the variables contained in the certificates. It is the
only one that pays attention to the reasons why the energy certificate is requested, so
that the characteristics of the buildings and homes that have been rented atknown.
The data available for this Autonomous Community cover the period 2018025, with

a total of 1.3 million certificates (Table 1.15). In this section, descriptive results of the
data are provided.
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Table 1.15 Stock of buildings with energy rating in Catalonia.

Table 1.15. Stock of buildings with energy rating in Catalonia

Multi-family  Individual Single-family ~ Tertiary TOTAL

housing dwelling in ~ home
block a block of
flats
TOTAL (num) 30093 891304 297331 117490 1336218
As % of total:
2015 2016 2017 16 1.3 0.8 1.7 1.2
2018 2019 2020 9.8 11.5 8.1 13.210.9
2021 2022 2023 9.7 1.3 8.2 11.8 10.6
2024 2025 96 107 8.3 10.5 10.1
8 9.7 8.3 9.5 9.3
6.9 7.7 6.4 6.6 7.3
7 9.4 7.6 8.1 8.8
8.4 9.2 10.5 10.6 9.6
13.3 9.2 14.7 9.3 10.5
14.7 10.2 14.9 9.7 1.3
1.1 9.8 12.3 8.9 10.3

Fte: Prepared from the Energy Performance Certificates of Catalonia

The representation of buildings in the full sample is stable, with an average of between
9 and 11% ofeach of the categories in the full database. The description of nen
residential buildings appears in aseparate variable, although it is not relevant to the
purpose of this document, so it is not extracted. Thewo groups that are analysed,
residential blocks and individual homes, account for 69% of the totaldatabase
analysed.

Graph 3 contains the classification by energy efficiency, primary energy consumption
(PE) andemissions (CO2) of all the certificates in number in the database. As can be
clearly seen, most of the fleethas an E classification, up to G, adding a relevant
proportion of the buildings to the total. It is strikingbecause it is measured in number
of certificates) the individual homes evaluated, which, in their categor§, account for
38.7% of the total stock for the use of EP, and 44.9% in terms of their |éw¢ emissions.
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The disparity between households according to consumption or emissions is a
characteristic but given that efficiency that is consistent with climate change

objectives is the emissions metric, these results implya strong need for housing

retrofitting.

The certificates that refer to the best level of energy efficiency (from A to D) account for
17.4% of buildings according to their PE demand, and 23.2% according to their
emissions.

Graph 3Q Buildings by energy performance rating (primary energy consumption and emissions).
Columns in absolute numbers and % of each category

Cataluna, Edificios segun su calificacionenergética (en consumo de EPy
Emisiones)
(columnaen numeroy % sobre cada categoria)
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Fte. Registro de CEE de Cataluia

Since this database identifies by reason of the request for certificates, it allows the
analysis of thosehomes that request it to be rented. In principle, the distribution of
reasons for request can be seen in Tabl&.16. This information is unique in the CEE
databases available in Spain and shows how the market iseing, through sales and
rentals, driven by the regulation that requires its presentation, which shows thstate
of the park and its evolution.

The requirements for certificates in rental contracts show a high weighthey are 32%

of the total, which, including the idea that the validity of certificates implies that only
one isissued when the unit being rented did not have a previous certificate, is showing
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the enormous relevanceof this market in terms of its size and the rotation it imprints
on the real estate stock*

Table 1.16 Reasons for applying for Energy Performance Certificates in Catalonia. 262825

Table 1.16. Reasons for applying for Energy Performance Certificates in Catalonia. 2015-2025

No %

certificates
Voluntary certification 107895 8.1
Complement to the IEE building evaluation report or to the technical inspection of the ITE building 2830 02
Sale 696640 521
Existing public administration building Buildings or parts of buildings +500 m2 for 5062 04
administrative, health, commercial, educational, restoration use Buildings or parts of 1544 01
buildings where reforms or extensions are carried out

3484 03

Building Assessment Report (IEE) 1077 0.1
Rent 427581 320
New construction 10443 08
MNew construction - extension with independent legal entity 298 0.0
New construction or major renovation 10644 08
Renewal (in case of expiry of the old energy certificate) 5768 04
Application for grants 58195 4.4
Others (none of the above options) 4737 04
Total 1336218 100.0

Fle. CEE Registration in Catalonia

Focusing the analysis on the certificates that refer to the dwellings, the relative figures
are shown in Tablel.17. The rental market for individual homes that are rented and
sold generates the largest number otertificates in the entire base, and those that do
so under a rental contract would account for 36.6% of théotal number of homes. We
must not forget the rental market in the tertiary sector, relevant as evidenceby the
fact that 45.7% of the total certificates of these properties are issued todattached to
the leasecontract.

Table 1.17 Stock of buildings with energy certification in Catalonia. 201025

Table 1.17. Stock of buildings with energy certification in Catalonia. 2015-2025

(number of properties) not rented Total % of rented rented s/ total of CEE Bloc d'habitatges
multi-family 25276 4817 30093 31.6 Individual housing in block 565189 326115 891304 36.6
d'habitatges Single-family housing 254346 42985 297331 14.5 Tertiary 63826 53664 117490
45.7 Total 908637 427581 1336218 32.0 Fte: Prepared from the Energy Efficiency
Certificates of Catalonia

14 Remember that the buildings that are evaluated each year do NOT have to be the same. The validity of
5-year certificates justifies that only one certificate is issued when the unit being rented did not have a
previous certificate, i.e., if the rental units systematically enter the market several times within the
validity period of the certificate, it is not required to issue a new one.
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The rental market for housing units is very important in Catalonia in view of the number
of certificates, and accounts for a third of the total certified stock in the residential
market, and more than 45% in nonAresidential markets.

About energy efficiency, Table 1.18 shows the average in letter of the efficiency in
consumption of non-renewable primary energy and CO2 emissions, for each group of
buildings and buildings

Table 1.18 Average energy efficiency of the building stock in Catalonia. 204225

Table 1.18. Average energy efficiency of the building stock in Catalonia. 2015-
2025

Non-rented Yes rented
Consumption Emissions Consumption Emissions
of EP of EP
EWh/m2 cOo2 KWh/m2 CcO2
Multi-family block of housing E E-D F-E E
Individual housing in block of F F-E F F-E
housing Single-family housing
. E E-D F-E F-E
Tertiary
D D-C E-D D

The chart shows a difference in energy efficiency levels between rented and noented
properties. Onaverage, the stock meets the same pattern as in other regions, which is
characterized by nonresidential buildings showing better energy efficiency than
residential buildings with at least one letter difference irthe rating. All buildings show
a better level of efficiency in the calculation of emissions than in primanenergy
consumption. This pattern, also observed in other areas, has to do with the gravg
need for energy in homes (remote work, increased use of electrical appliances
associated with the way of life...),and the increase in energy demand that this result
entails implies a strong need to reconvert PE inteenewables.

In general, rental units show less energy efficiency compared to nerented residential
buildings, with an average efficiency in the case of nerented buildings of E and an
improvement trend towards D compared to rented buildings with a mean of F and an
improvement trend towards E. However, in the certificates in the assessment of
individual dwellings, the assigned letters show the same efficiency regardless of
whether they arerented or not, indicating the general need for renovation of residential
buildings regardless oftheir use (and of block dwellings for their improvement to more
acceptable levels). As forsingle-family homes, the difference is clear: norsrented ones
have an average efficiency of &ith improvement towards D, while rented ones show
a lower letter.
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Graph 3L shows the detail of this classification and its evolution over time. The annual
ratings in the two groups of rented and nofrented buildings have been included, and
the individual dwellings are represented, with the same pattern, itGraph 32.

Graph 31 Primary energy consumption rating. Housing Blocks. Rented and naented.

CATALONIA. PRIMARY ENERGY CONSUMPTION RATING. HOUSING BLOCKS.
RENTED AND NON-RENTED
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50.0 4.5
45.0 4.0
40.0 - -

35.0 - L N —— -

A et SPTTET BT S M S i i T e
L &

250
200

15.0

10.0

bl Bl B LA Bty

0.0
2015 20 2022 2024 2025

o

2018 2020

A (no glg) B (no glaw) — (o gl
D (o glgw) m—— And (in gl m F o gl
— o glaw [ — B | — Ei
==c =0 =3~nd
==F =G == == Cons EP non-renewable. Non-rented (right axis)

+ » ¢+ Non-renewable EP cons.. Rented (right axis)

x Fte. Elaboration based on data from the CEEs of Catalonia
The line indicates annual average of the letters taking A=7T and G=1

Referring to the difference between buildings according to their form of use (rented or
not), the average evolution of certification in Catalonia shows an important process of
energytransformation that is not yet reflected in the average rating due to the relevance
of buildingswith category E (as initially shown). As can be seen in graph @lotted blue
line), buildings have followed a process of improvement in the rating for PE
consumption, more intense in the stock of nonrented buildings than in rented
buildings (red line), until 2021 from which theatings worsen for norrented buildings,
probably due to the entry of less energyesilient buildings into the market.

On the other hand, the efficiency estimate associated with rentedbuildings has
remained constant, showing that the flow of energy renovation has not reachdtem.
Each column represents the proportion of certified buildings within each year's total,
and they are identified by the fact that rented buildings appear with colours in a pattern.
If welook at those that are not rented, the certificates show an extraordinary process
of energyrenovation that has been going on since 2019, with a sharp increase in
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category A and Bouildings, which makes those in category E lose prominence (in the
rental stock). Thisimprovement is necessarily the result of the transformation of
buildings F and G after arntense investment process, and the reduction of these two
groups (category G practicallydisappear). The graph is very clear and indicates that, in
2025, 12.1% of the residentiabuildings that were certified in Catalonia had an A rating,
and 8.4% of the total were B. Theame cannot be said for rented buildings. Mst of the
blocks with the worst rating (G) appeain the rented ones, endorsing the idea that their
level of quality is worse. Its weight in the totahumber of buildings is fairly constant i

is 36% of the total number of buildingsrated annually) and its structure in terms of
energy rating is quite similar, although a smalimprovement in efficiency is identified
with the reduction of buildings with the worst ratingthroughout the period.

For individual dwellings, Graph 2 presents the statistics in the same format as the
previous graph.

Graph 32 Primary energy consumption rating. Rented and nerented individual dwellings
CATALUNA. CALIFICACION DEL CONSUMO ENERGIA PRIMARIA. VIVIENDAS

INDIVIDUALES. ALQUILADAS Y NO ALQUILADAS
(en proporcion con respecto al total de edificios residenciales por ano*)

ENSEN

sssess Con E0no rencovable. Alqultadas (e

* Lalineaindica promedio anual de 1as letras tomando A~7y G=1

Fte. Elaboracion a partir de los datos de los CEE de Catalufa

In this case, energy efficiency shows a very low level of adaptation of the entire fleet. At
first glance, it can be seen how the volume of homes with the lowest rating (G) appear
with a significant weight of the total number of certificates annually, from 11 to 12.8%,
as well as F(from 7 to 9%) and E (around 40% of nemented homes). In the rented
sector, the structure is similar (G with approximately 512%, and E with 1725%).
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However, trends are showinghow a process of rating improvement is experienced in
both forms of use. The annual datalearly reflect a reduction in the number of homes
with the lowest rating and rentedthroughout the period: in 2015, this group accounted
for 12.8% of the total number of certifiechomes, and in 2025 it is 5.3%, a similar drop
in the group of homes F and E, which reduddeir weight from 29.9% in 2015 to 17.1%
in 2025. Interestingly, these changes do natorrespond to an improvement in the rating
in the first groups. In terms of rental, the bestategories (A to D) are almost non
existent and the number of those with level D has begprogressively reduced. This shift
suggests that improved homes may have exited the markealthough it is an extreme
that needs to be identified in depth. As for nosrented housing, theimprovement in the
worst levels of efficiency has been very limited, and the positive changa the rating
seems to come mainly from the increae in efficiency in the first letters, since the
number of buildings between A and D has increased progressively since Covid. So does
the weight of nonrented Erated housing, which supports the idea of transfer between
uses.

In any case, a clear conclusion is that the energy efficiency levels of homes taken
individually is worse than the rating of the buildings where they are located, indicating
that it is necessaryto generalize intervention actions and improve consumption and
emissions.

2.1.4 Microdata analysis: Explanatory factors of the supply of rental housing and
market segments. The typology of rental homes on offer in Spain

Using microdata from the 2001 Censu¥, three exercises have been carried out that
aim to delimit the fundamental characteristics of the stock of main rental dwellings
with empirical support that supports the intuition previously obtained.

BAggregated data extracted 5% of the total information. http://www.ine.es. This census has been used
for its richness in detail. We are aware that many of the particularities that are identified may have
changed after 20 years. We believe that the changeddt would have occurred would have been
concentrated in the decade 20012011, with a very intense building process, but not in the following
decade 20112021, since the construction has been minimal in these years, which would have caused
the park today tobe very similar to that of 2011. The 2011 census also does not have the necessary detail
to carry out an analysis such as the one shown here without cros®ferencing with additional
databases. This work is being carried out, and an additional report wble generated with the results.
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Firstly, the 'typical' model of rental housing has been extracted from the Spanish
market. Secondly, the possibility of differentiated rental markets from the supply side
has been explored, applying an estimate of the significant clusters within the model
Thirdly, the characteristics that would jointly define rental housing have been
estimated, applying a factor analysis.

The first exercise describes the average type of rental housing in Spain (Table 1.19). It
is a main house, which was rented between 1992 and 1993, with low levels of pollution,
good cleanliness in the streetsgood communications, low level of crime and sufficient
common services, although not with completeisolation from outside noise and with a
certain level of external noise, not excessive. They are meighbourhoods with green
areas available, although in small numbers (4/6).

The homes are located on the third floor, on average, with between 4 and 5 bedrooms
and 81 m2 ofuseful space. They have heating, but not cooling, and have an average of
two vehicles, the house is irbuildings of between 4 and 5 floors with other homes, and
with an average age of 6 years, although withgood condition of the building (3.81/ 4

= good).

The landlord of the rented property is a hatural persomnd the buildingit does not have
accessibility characteristics, it has public water supply and evacuatiorservices, with
electronic intercom systems, without the availability of garages despite havingpaces
in the building. It does not have gas or centralized hot water service and hidephone
lines.
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Table 1.19 Typical rental housing reflected in the 2001 census.
Table 1.19. Typical rental housing reflected in the 2001 census”®
Std.
Mean Deviation M
Housing, accommodation or collective 1,00 0,00 92085,00
Housing Class 1,00 0,00 920383,00
“Wear arrival at the house 1992,19 11,81 92083,00
Outside noises 4,19 2,40 52085,00
Contaminafion 4,98 2. F2048,00
Little cleanliness in the streets 4,43 230 92083,00
Poor communications 5,40 1,63 520585,00
Few green areas 4,07 243 92083,00
Crime in the area 4,76 2,16 92083,00
Lack of services 5,91 0,65 92085,00
Refrigeration 5,50 1.50 92085,00
Heating 2,77 0,88 92085,00
Heating il 1,83 0,98 72852 00
Height {in number of floors) on which the house is located 314 212 9154900
Mumber of rooms 4,52 1,54 92083,00
Uszable area 81,33 34,04 S2055,00
Disp. Motor vehicles (not motorcycles) 2,3 137 52083,00
Mumber of floors above ground 4,96 287 92083,00
Mumber of floors below ground 0,07 0,30 S2083,00
Building Type 2,36 0,85 F2048,00
Year of construction 5,96 2,20 91492,00
Exact year 19495,71 3,20 11882,00
Building Condition 381 0,31 9149200
Owner Class 1,60 0,52 91492 .00
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Building accessibility 3,20 1,11 92088,00
Running water 1,03 0,19 92088,00
Wastewater disposal 1,06 0,27 91579,00
Goal 1,95 1,32 91579.00
Garage 1,84 0,37 91637,00
Number of parking spaces 23,42 4999 14531,00
Gas 1,49 0,50 92088,00
Telephone Lineage 1,06 0,25 91644,00
Central hot water 1,69 0,47 91509,00

* Most answers are coded with a 1 for YES and a 6 for NO

In the second exercise, two homogeneous groups of rental housing are basically
identified (Table 1.20)16The first is a typical house that was rented in 1992, on the third
floor, in an environment with little pollution, good communications, sufficient public
services, no crime and with a certain degree of noise and amaller number of green
areas.

The house has an area of 100 m2, with five bedrooms, in a muiéimily building, with
five floors on average and six years old. The building is in good condition, with a lack of
accessibility and basic services provided, with the availability of a parking space in a
building with a small number of homes.

The second cluster of rental homes differs basically from the first group in terms of

surface area: they are 4bedroom homes and 63 m2, with worse assessments of
pollution, noise, cleanliness, and green areas, and with a greater availability of garages.
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Table 1.20

Table 1.20.- Estimated Cluster Centroids

Cluster
1 2
Year arrival at the house 1992 40 1991,99

1

5The two clusters have been selected after having estimated the existence of up to 7, as the best
identification figure of differentiated groups.

Tenure regime Exterior

noise Pallution Poor

cleanliness in the streets

Poor communications Few

green areas Crime in the

area Lack of sendices

Cooling Heating Heating oil

Height (in number of floors)

on which the house is

located Mo. of rooms Usable area Disp. Mofor
vehicles (not motorcycles) Humber of floors above
ground Mumber of floors below ground Type of
building Year of construction Exact

year Condtion of the building

Class of owmer Building

accessibility Running water Wasie

water disposal Porers lodge

Garage Mumber of parking spaces

Gas Telephone lines Central hot

water 4.00 420 501 459 540
415491584544 2562158 3.14

508 10093 215 457 0.09 235

6.29 1995.62 3.87 1.58 3.04 1.03

1,06 1,99 1,68 19,74 1,50 1,06

1,64 400 4,19 495 435 540 3,97
4625589555291 1753,14 398

62,90 246 49595 0,06 237 565

199584 3,76 1,62 3,35 1,03 1,06

1,92 2,00 404,35 1,45 1,06 1,74
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The main difference, therefore, is in the type of housing by surface area and not so
much by quality, although the introduction of a location indicator that would identify
the characteristics considering spatial references 17 would be pending. On the other
hand, the clustering analysis (Table 1.21) carried out cannot identify the rental segment
of the worst quality that appeared in the descriptive analysis, possibly due to its small
size and greater dispesion.

Table 1.21Explanatory factors of rental housing in the Spanish housing stock. Suppside perspective

Table 1.21 1 Explanatory factors of rental housing in the Spanish housing stock. Supply -side perspective

Factor 1- Type of building *

Number of aboveground floors 0,88

Floor level of the dwelling (number

of storeys) 0,79 | KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of
Type of building 0,75 | Sampling Adequacy. 0,75

Bartlett's Test of Approx. Chi-
Type of owner 0,59 | Sphericity Square 14724,87
Number of parking spaces 0,51 df 378,00
Factor 2- Problems related to the
surrounding area (neighbourhood) Sig. 0,00
Pollution 0,66

Determinant of a
Poor street cleanliness 0,64 | matrix 0,012
External noise 0,63
Crime in the area 0,58 | Total variance explained

Components T
Few green areas 0,47 | Factors Initial Eigenvalues

% of variance %

Poor transport connections 0,30 Total explained Acc
Factor 3- Surface area 1 3,85 13,75 13,75
N° of rooms 0,87 2 1,99 7,11 20,86
Usable floor area 0,86 3 1,68 5,99 26,85
Factor 4- Year of arrival 4 1,59 5,69 32,55
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Exact year 0,83 5 1,31 4,67 37,22
Year of movein to the dwelling 0,77 6 1,22 4,37 41,59
Factor 5- Heating 7 1,13 4,04 45,63
Heating fuel 0,77 8 1,09 3,89 49,52
Gas 0,59 9 1,08 3,85 53,36
Factor 6- services 10 1,03 3,69 57,05
Telephone line 0,64
Heating 0,61
Central hot water 0,35
Factor 7 - Water system
Running water 0,82
Wastewater disposal 0,78
Factor 8 - Condition of the
building
Condition of the building 0,71
Poor transport connections 0,52
Lack of services 0,33
Factor 9- Accessibility
Availability of motor vehicles
(excluding motorcycles) 0,70
Factor 10 - parking
Number of parking spaces 0,35
Doorman service 0,31

* Coefficients of the rotated component matrix

Extraction method: principal components; rotation: Varimax with Kaiser normalization

Finally, the third exercise identifies the components that determine the type of rental
housing that is contracted and, therefore, the characteristics that would show the

decision to rent from the perspective osupply, have been calculated from a factor
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analysis in which 10 factors have been obtained that wouldxplain 57% of the variance
observed in the rental segment (Table 19, right)

Factors that are clearlyidentifiable in the following groups (variance and components:

Factor 11 Type of building.

Factor 2T Housing and neighbourhood related issues.
Factor 3r Surface area

Factor 4t Year of arrival

Factor 5- Heating

Factor 6r Services

Factor 7r Water Channelling and Collection System
Factor 8r Building Condition

Factor 9r Accessibility

Factor 10r Parking Stock

I I v D D D D D D

The order classifies the factors from highest to lowest explainability of the variance, as
well as the relevance of the characteristics in the rental decision making from the
supply of the homes.

This exerciseshows the characteristics of the homes that are decisive in understanding
the structure of the rentalmarket in 2021. It also shows the type of information that
needs to be known for an ongoing analysis oéntal markets.

The presence of fact 4 in this supply scheme is striking, which could be interpreted as
a reaction of the size of the rental market to an increase in the mobility of the
population, that is, an increase in households that migrate would be correlated with

the size of the market irthe form of an increase in the supply of rental units.

18 The estimation method used is the principal component method and the matrix has been rotated with
the Varimax method with Kaiser normalization
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3. Approach to demand of rent: Demographic economic and
financial.

In this section, an analysis is carried out that follows the guidelines of the previous
section, that is, the information on the Spanish rental market is described, considering
the characteristics of demand.

The 2001 population and housing census has been used again for its wealth of
information, extracting that relating to the resident population by formulas of use and
tenure of the main dwellings. The aim is to identify the type of household that demands
and/or has its first residence for rent at the beginning of the twentfirst century, and to
compare it with the information provided by other sources, such as the old information
from the Household Budget Survey.

The order followed here will address issues of age, occupancy density (household
size), structure, characteristics of the main person, age, nationality, economic activity,
availability of second homes, level of education, and mobility.

3.1 Size of household living in rental housing

Households with an average size marginally smaller than those of owned homes lived
in rented accommodation in 2001 in Spain. Considering the number of people who
form it, the size is very stable between the different forms of tenure with an average of
2.72 individuals per family unit rented (2.89 owned). The distribution of rental
households in terms of the number of individuals is not proportional, as can be seen in
Graph 37, with a significant weight of those with smaller sizes and showing a greater
concentration in the rental of households at the extremes of the size range, reflecting
distinctions that need to be mentioned. Thus, the relevance of renting in singigerson
families is remarkable, since 30% of the total number of homes with this tenure is
occupied by this type of household. After this group, the units with the largest number
of members stand out as occupants of rental rather than ownership, occupying almost
14% of the total units rented.

18Given that these particularities of households are structural in nature, we believe that they are still
valid today. However, this validity will be contrasted later with an klepth analysis of the demand.
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In terms of the total number of households (Figure 40), these proportions highlight the
significance of one and two-person households living in rented accommodation,
representing slightly more than 6% of all Spanish households, and underscore the
inverserelationship between family size and renting as a primary driver of demand

This relationship is reflected in the ratio of use density lower than property density
shown in the table associated with Graph 33.

Graph 33Average Size of Household for rent.

AVERAGE SIZE OF HOUSEHOLD FOR RENT
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Graph 34Average Household size according to tenure formula
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The fact that the size of the household that inhabits a rental home is slightly smaller
than that which ownsit seems to be a common pattern in most Spanish regions (Graph
42), although in some these differencesare greater. Ceuta, Melilla, Las Palmas,
Pontevedra, Santa Cruz and Seville have substantially smallsizes of households for
rent than those for ownership. while in Almeria, Badajoz, Huelva, Jaén amdurcia,
rental households have a greater number of members than owned

Graph 35 Size of household living in rental housing.
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If the propensity to rent or own households is calculated by siZ& the idea that there
are two groups with a greater propensity to rent is corroborated. Graph 40 shows the
differences in the distribution structures of dwellings by form of use, between
households by size. Theink line corresponds to homes occupied bysingle person

20 This propensity is calculated in the same way as in Figure 10, calculating the difference between the
proportion of households owned and rented for each size of household.
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households, and each point represents the difference between the proportion of these
households that live in ownership and those that live in rent, in both cases, the
proportion is calculated on the total of each form of use. A negative value means that
the proportion of those who live in rented accommodation and are singlparent
households is greater than the proportion of those who live in property, this being a way
of highlighting the relevance of this size of household within the distribution of renin
the entire Spanish geography, except for the Balearic Islands

The first group is made up of singkperson households, which, except in Badajoz, show

a high tendency towards rented ownership. The latter are the largest households (more
than five members) in which this characteristic is more distributed throughout the
Spanish provinces, with a greater propensity to rent in all except Cantabria, Ceuta,
Corufa, Lugo, Melilla, Ourense, Palencia, Las Palmas, Pontevedra and Santa Cruz. The
rest of the households by size show a high propensity to own property, following the
model that the group of households with two people exhibit in GraphG3 with a greater
propensity to own their main homes, in almost the entire geography.

Graph 36 Size of Household living in Rental Housing.
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This fact reflects a segmentation in the group of rental users in Spain in practically all
regions, between singleparent households that use, on average, 28.5% of the total
rental stock, and larger households, with almost 14% on average and a great variability
dependingon the regions.

3.2 Age of the population living in the rented dwellings

The age distribution of residents in rented housing can be seen in Graph 37. The
distribution of the total population follows the general lines of distribution by age
cohort in the two tenure formulas, so the accumulation of young people in housing
should not be surprising. The profile that appears for rent follows a similar pattern,
where most homes of this type concentrate a high proportion of young people between
20 and 34 years old, while theepresentative queues of older people tend to shrink
rapidly.

Graph 37 Distribution of the use of main dwellings by Age.
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Thus, the relative position of each age group shows a concentration of rent between
the youngest households with children and the oldest (from 75 years of age), which is
remarkable within this tenure formula (Graph 37).

Both groups with a significant presence in rental must respond to different reasons.
The accumulation of the population aged 2834 years associated with that of children
between 0 and 10 years of age clearly refers to young households as resgteking
(between 11 and 11 and 14% of the total population within each of these age cohorts
live in rented accommodation, Graph 38).

Graph 38Tenure Regime and Age groups. 2001 census.

TENURE REGIME AND AGE GROUPS. 2001 CENSUS
(As a percentage of the total number of main dwellings) Fie INE, Census 2001
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@ovned

Theproportion of older households in rental is showing the residue of old rentals that
remain in thehousing stock, and which had been calculated as 6.23% of the total rents,
existing from years prior tal960 (see graph 8b in the first part of this work).

The structure of the home that lives in rent is very distributed among all thexisting
household models (Graph39), although there are two groups that stand out within the
total: single-person households, especially those with members under 65 years of age,
and couples with two adults. Renting is especially relevant in households under 65
years of age,although it also stands out in those made up of an elderly person with
children and three adults.Basically, couples without children (who are also the largest
group of households in the propertyjand single-person households under 65 years of
age demand for rent, followed by the group gfeople over 65 years of age and the res
of the types of households (Grapl89).
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Graph 39 Structure of the home for rent.
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The greater rental demand of these population groups is basically the result of changes
in the formulas for the formation of households (active alone, father / mother with
children, etc.), sothat this distribution structure shows a growing need for this form of
use to cover the needs ofhese groups, and would justify the appearance of a process
of renewal of the rental stockthat may have taken place during the first years of the
twenty-first century and that is not fullyobserved with the available statstics.

Marital status is another characteristic that can be observed with the 2001 Census and
provides information about the person in question and his or her form of custody.
Considering the total resident population, Graph 40 represents the percentage
distribution of households with a single, married, widowed or separated/divorced
reference person.

98



D.2.2 T Market research. Economic and Financial Report. J]/m
INSPIRE-US

Graph 4Q Marital Status of the reference person by custody formulas.
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In this case, most of the households rented (and owned) have a married reference
person. In relative terms (Graph 48), 20% of the total population living in rented
accommodation has asingle person, 10% a separated or divorced person, and just
over 60% a married person.

Although the distribution prevails over the most common household formula in Spain,
the relative weights of the two extremes of the distribution by marital status, single and
separated/divorced, highlight the importance of renting for these householdsln this
case, the differences by province in Spain are very relevant.

Graph4lrepresents theproportion of total rented persons in households with a single,
widowed or separated/divorced reference person.
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Graph 41 Marital status of the reference person by custody formulas.

MARITAL STATUS OF THE REFERENCE PERSON BY CUSTODY FORMULAS

(In % of the total number of people in each possession formula)

90,00
Eig. INE, Census 2001

80,00

70,00

ORent W Property

60,00

50,00

40,00

30,00

20,00

10,00

. |

Bachelor Married Widower Separatedidivorced

0,00

Graph 42 Marital status of the reference person and rental tenure 2001.
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The graph is understood as the % of the population living in a rented household with a head of household that has the marital status that
is classified
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There are provinces where households with a single represent between 25 and 30% of
the total number of people living in rented accommodation (Alava, Balearic Islands,
Madrid, Navarra, Las Palmas and Santa Cruz de Tenerife), and between 20 and 25%
(Alicante, Almeria, Barcelona, Cantabria, Castellén, Girona, Guadalajara, Gipuzkoa,
Huesca, Malaga,Murcia, La Rioja, Valencia, Vizcaya and Zaragoza).

The group of households with a separated/divorced head of household and living in
rented accommodation that represent the highest proportion are found in Las Palmas
and SantaCruz, with almost 15% of the total population renting.

Regarding the gender of the reference person by tenure formula (Graph 50), men are
the ones who appear in the highest proportion as a reference person 'heads of
households', with just over 60% ofhouseholds renting, while women are the reference
person of almost 40% of them. These proportions arequivalent to 6.6% and 4.3%,
respectively, of the total number of households. In relative terms, womerhave a
greater weight in renting as heads of household than in owning property

Graph 43 Sex of the reference person by custody formulas.
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This average relevance has, as has been seen in the rest of the statistics, different
provincial models, so that the importance of women leading a household with rental
tenure is greater than the average in some provinces, such as Alava, Barcelona,
Madrid, Las Palmas, Santa Cruz de Tenerife or Vizcaya (graph 44).

In general, the weight of both sexes in rental tenure is more gendbalanced than in
ownership.

Graph 44 Reference person by gender and rental tenure 2001.
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The graph shows the proportion of the population over the provincial total who live in rented accommodation under a reference person of the
indicated sex

3.3 Economic activity

The economic activity associated with households living in rented accommodation is
measured in this paper by means of the census information provided for the main
people ofthe households, measuring whether they and the members of the household
are active, as well as their employment status.

The pattern of activity of the inhabitants of rental housing can be seen in Graph 52. If
the total number ofmain dwellings is measured as a reference (which are, remember,
11.4% of the total number of mairdwellings), the majority have active and unemployed
members, and the pattern is similar in renting andwning. In cases where there are
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unemployed people, the situation seems more problematic forhouseholds owned
than rented.

According to the 2001 census, 9% are renting and have no unemployed in the
household and 2.4% do.This implies that 21% of all rented homes had at least one
unemployed person in the household in 2021There are 2.6% of the total number of
main dwellings that are rental dwellings inhabited by no active + nenemployed, i.e.
this is the proportion of rental with inactive or retired population. In 1% of the total
rental housing there were unemployed members without being active, according to the
2021 Census

This structure shows a stock of rental housing with a high activity rate, which would
dispel the idea thatrenting is the resource of households with greater employment
problems and lower income from work.

However, these data refer to the year in which they were collected (2021) and are
difficult to extrapolate to the rest of the period because of cyclical variability in
employment. Additional information on employment stability would be necessary to
carry out a more indepth analysis.

Graph 45 Activity of the inhabitants of rental housing 2001.
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The idea of the higher degree of occupancy of households that have their dwelling for
rent can be shown in GrapM6, where the relationship with the activity of the main
people in households appears. It contrasts how the proportion of employed people
over the total within the rent is somewhat higher than in property (within each category
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of tenure), pensioners and those who perform household chores are also lower in
proportion.

Comparing this information with that obtained in 2006 by the rental survey, the
distribution of the sample observed is like that obtained from the Census, as can be
seen in graph46, with a predominance of employed and retired people as the main
rental demanders.

Graph 46 Person and Activity by tenure formulas.
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Taking into account the nature of the stock that the calculation of rents in the census
has, and that itincludes all individuals residing in the household when the information
on the activity carried out iscrossed, it could be considered that the excessive weight
of students in training and those who performhousehold chores refers to activities of
non-main family members. Thus, employed or retired people (iboth sources) would
constitute most of the rental demand.

While the former are natural sources of demand, the result of the latter is surprising.
Thisfigure is not equivalent in weight to the older component that previously appeared
as asource of rental demand. Analysed with census data, apparently this group forms
the old rental segments, but with a survey that reflects the flow, this group appears as
a source ofconsolidated demand. The causes that explain the new rental contracts

104



D.2.2 T Market research. Economic and Financial Report. J/m
INSPIRE-US

made to retirees arenot clearly guessed and a more detailed analysis of this group
would be necessary

Graph 47 Distribution of the rental structure by employment situation of the main person who lives in
the rental property.
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3.4 Nationality and Residential Variations

The census shows that 20.4% of residents in rented homes are foreigners. This figure
is even more significant, if possible, because the year of collection of census
information does not yet register the strong influx of migration that has occurred
throughout this specific period.

This implies that the census data reflect a situation that could be considered one of
equilibrium, in an economy that was beginning to receive the effects of immigration. To
ratify this statement, a temporal view of the process of entry of nenesidents into Spain

is provided here (graph 48), which gives an idea of how the census data did not
incorporate the most notable effects of the migratory process. This means that the
description of the distribution by nationality reflects a status quo that we believenay
continue to be in force in view of the strong migratory process that has continued after
that decade of expansion (reflected in the 2001 census data) and the two decades that
followed, as shown in graph 48.
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Graph 48 Internal and international population movements in Spain by origin.
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This change in demographic behaviour has been able to put pressure on rental
markets, raising their price on a situation already at the peak of growth (at the beginning
of the 2000s, but also today, from 2019 to 2025), or activate them, to increase their
volume of transactions.

A survey carried out by the Ministry of Housing (OEVA) during the first decade of the
twenty-first century showed a greater number of rental transactions with foreigners, as

did the 2001 Census (Figurd9), which would be reasonable in view of this evolution
and would reflect a rental market that adjusts to the circumstances of demand.

Graph 49 Nationality and Tenure.
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NATIONALITY AND TENURE
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Table 2Q Rental tenure and nationality.

Table 20.- RENTAL TENURE AND
NATIONALITY

(As % of the total rental population)

Spanish 79,60
Europe without Spaniards 4861
Africa 4 87
America 9,80
Asia 0,92
Oceania 0,01
Stateless 0,01

Ete. INE, Census 2001

As can be seen, the 2001 Census already showed the relevance of renting to foreigners.
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Graph 49 summarises the information and shows the greater relative weight of rent
among this group, even in a period when the total foreign population did not exceed
3.8% of the total Spanish population. Of the total rental population, 20.4% were

foreigners, with proportionswidely distributed by nationality, with almost 10% of the

rented dwellings inhabited by thepopulation coming from America, 4.8% from Europe

and 4.87% from Africa (Table 20).

In terms of relevance by region, this foreign population has not been evenly distributed
throughout Spain,but has tended to be concentrated in different provinces, which may
have put more stress on rents irsome of them. Figure 57 shows this distribution for the
three most important groups of foreigners for rent.

It shows how there are provinces where the population of Africans is greater (in their
weight over total rent, such as Almeria, Castellon, Guadalajara, Huesca, Lleida,
Murcia, La Rioja or Tarragona), whil&europeans are more relevant in Alicante,
Castell6n, Malaga or Segovia, and the Americans in Madriflurcia, Navarra, Alicante
and La Rioja. among others

Graph 5Q Population for rent by nationality 2001.

POPULATION FOR RENT BY NATIONALITY. 2001

(As % of the total rental population)
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12-Castelldn/Castelld
45-Toledo

TOTAL
01-Alava
04-Almeria
33-Asturias
51-Ceula
13-Ciudad Real
14-Cordoba
15-Coruiia ()
16-Cuenca
17-Girona
18-Granada
19-Guadalajara
21-Huelva
22-Huesca B
29-Malaga
52-Melilla
30-Murcia
31-Navarre
32-Ourense
34-Palencia
35-Palmas (The)
40-Segovia
41-Savile
44-Teruel
48-Valencia/Valencia
48-Vizcaya
49-Zamora
50-Zaragoza
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26-Rioja (La)
37-Salamanca
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38-Santa Cruz de
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The distribution in 2001 was in relation to that identified in the Ministry of Housing's
rental survey mentioned for 2006. In that year, new contracts registered a higher
proportion of Spanish rentals compared to foreign ones compared to census data
(graph 81). However,this bias could be due to the evolution of national demand itself

after years of strong pricegrowth.

Graph 51 Distribution of the Rental structure by nationality in different sources.

DISTRIBUTION OF THE RENTAL STRUCTURE BY NATIONALITY IN DIFFERENT SOURCES*
[As % of the total number of registered rental dwellings)
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Spaniard Foreigners Europe Foreigners Other Countries

If the information on nationality is crossreferenced with the occupation of the resident
at the time, the majority of nonSpanish tenants are associated with employed people
who enter thelabour market, as recorded in the 2001 Census (graph2}, where most
of the referencepersons in the household of 20.4% of tenants were employed, the rest
being representativepopulation of families (students and people who do household
chores or other conditions). Inthat year, the census recorded a small and insignificat
number of foreign owners, a situationthat will have changed with the massive entry
into ownership of labour immigrants from 202Jlonwards.
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If only the number of employed household reference persons is considered, foreign
rental demand appeared to be of great relevance in some Spanish provinces. This
demand is stronger than the national demand in places such as Almeria, Castellon,
Madrid, Murcia, Navarra and La Rioja (grapth3), where the proportion of foreign
employees among tenantsforms the highest demand in this market. These regions are
particularly sensitive in theirrental markets due to this dependence.

Graph 52 Nationality of the Reference person and employment status by Tenure formulas.

NATIONALITY OF THE REFERENCE PERSON AND EMPLOYMENT STATUS BY

TENURE FORMULAS
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Graph 53 Reference person in the HouseholdResident, Occupied and Rental Tenure by Nationality.
2001.

Given the lack of information that prevents replicating these results for 2021, and the
similarity of the dynamics in the last 15 years, we are inclined to think that the structure
of the rental market has continued to adapt to the demographic changes and,
therefore, has experienced continuous pressure since the beginning of the twenfyrst
century. clearly documented in the first decade. The migratory and population
dynamics after the financial crisis and the lack of supply have been able to maintain
this pressure so that thedescription made could continue to be valid.

The rental market, therefore, seems to havehown itself to be an element that has met
the demand for mobility of the national and foreigrmpopulation, and may have been
fundamental in periods and regions where migration flowbave increased rapidly, but,
after two decades, it may have exhausted its capacity to react.
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