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Dear Reader,
In this publication we focus on one of the most important themes that 
affects almost everyone in the Netherlands: the housing market. The 
accessibility to- and affordability of the housing market has been under 
strong pressure for years. The government, however, has not yet 
succeeded in realizing concrete and future-proof solutions. The current 
cabinet wants to change this by raising the liberalization limit in 2024. 
From then on, homes at a national rent level of up to approximately 
€1,000 per month will fall into the regulated rental sector. Will this be 
the solution that the housing market so desperately needs? Or will it 
further contribute to the existing problems of availability and 
affordability?

The short answer based on our analyses: the proposed plan does not 
work. In fact, it results in a deterioration of the investment climate, 
which will lead to fewer rental properties in the existing stock. In this 
publication we share our findings and show where the opportunities lie 
for adjustments of the proposal for a future-proof and sustainable 
rental housing sector.

Enjoy reading!

Kind regards,
Thomas Westerhof



Confidential & Proprietary | © 2022 CBRE B.V. 3

1. Introduction

2. The case for investing in the 
Dutch housing market in a 
historical context

3. Regulation and affordability in a 
wider perspective

4. Investment climate and 
investment in new construction 
undermined

5. Rent effect could be as much as 
50%

6. Learning from other countries

7. Effect on the investment market

8. Rental market will shrink 
considerably as a result of this 
regulatory policyOp zoek naar 
evenwicht

9. Seeking a balance between 
affordability, sustainability and 
investabilityCBRE Contact

10. Theory is not the same as 
practice

Contents



Confidential & Proprietary | © 2022 CBRE B.V. 4

Introduction



Confidential & Proprietary | © 2022 CBRE B.V. 5

There is unfortunately no clear-cut 
solution to the situation on today’s 
housing market. Yet one thing is certain: 
the complex structure of the Dutch 
housing market needs a drastic 
overhaul, as leading economists and 
professors1 have advocated before. The 
difficulty lies in the timing. If you were 
to introduce such widespread reforms 
now, it would mainly lead to a further 
reduction in new construction and in 
fact worsen the affordability and 
availability of housing. This is quite 
apart from the fact that it would be 
practically infeasible to implement such 
far-reaching changes to our taxation 
system in the short term, while this is 
precisely where a significant number of 
reforms to the housing market are 
required.

A gradual and anti-cyclical approach to 
these reforms would therefore seem to 
be the correct way to create a stimulus-
free housing market in ten to fifteen 
years’ time, one in which all current and 
future residents of the Netherlands are 
able to live in affordable owner-occupier 
or rental homes. It would also make the 
best-possible use of the total available 
capital of housing corporations, private 
households and investors in expanding 
housing stock and making it more 
sustainable.

In this report we examine this major 
overhaul of the housing market but in 
doing so we cannot ignore current 
events. Several minor adjustments have 
been made in the past few years in 
order to improve the affordability of 
housing, especially in the unregulated 
rental market. This issue of affordability 
is also tied up with a potential 
amendment to legislation that would 
result in increased rent regulation. 
According to the Dutch government, 
the solution lies in creating a new rental 
segment (social+) that will guarantee 
the affordability and availability of 
rental homes outside the social sector.

In this report we analyse the effects of 
the proposed rent regulation and the 
expected impact on investor behaviour
and learn from the effects of similar 
regulations introduced in other 
countries. Finally, we provide input on 
solutions designed to yield the correct 
balance of affordability and 
investability.

The Dutch housing market has come under close 
scrutiny in the past few years. What is now a structural 
shortage of housing - largely dating from the crisis 
between 2008 and 2015 - continues to push up rents 
and purchase prices on the housing market. Despite 
these higher prices, it has proved impossible to 
provide enough housing and eliminate this shortage. 
The nitrogen emissions crisis, high construction costs, 
excessively tight planning capacity, higher land prices 
with multiple secondary restrictions combined with 
restricted official capacity are just some of the 
immense challenges facing the sector.

INTRODUCTION

1 ) Economisch perspectief voor een grondige 
renovatie van de woningmarkt – Groot, S., M. Bani, 
E. Barendregt et al (2022) ESB 107 (4811)
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First of all, pension funds (and other 
investors) seek stable and predictable 
(direct and indirect) returns, with a 
hedge for inflation. This basis provides 
certainty for the required rate of return 
these investors have with respect to 
their pensioners.

Before we look specifically at the effects of rent 
regulation, it is important to understand why the Dutch 
housing market has aroused so much interest from 
domestic and international investors over the past 
decade.

THE CASE FOR INVESTING IN THE DUTCH HOUSING MARKET IN A HISTORICAL CONTEXT

Household growth

The Netherlands has witnessed strong 
growth in the number of households 
for many years now. The total number 
of households has increased by 20% 
since 2000 (Statistics Netherlands 
(CBS), 2022). The growth in the 
number of single-person households 
has been particularly sharp, with an 
upturn of 38% in the last 20 years. 
This household growth is particularly 
noticeable in a European context, 
including compared to neighbouring
countries such as Belgium and 
Germany. The number of households 
will grow by a further 9.7% in the years 
up to 2035, with single-person 
households again increasing sharply 
by 16.3% (ABF Research, 2022). In 
terms of demographic growth and 
demand for housing, this makes the 
Netherlands an attractive market for 
investing in housing.

This is the reason that investors usually gravitate -
within their residential investment strategy - towards 
markets with the following demographic, economic 
and spatial characteristics:

Robust economy

The Dutch economy benefits from the 
country’s favourable geographical 
position in Europe, which is enhanced 
by its high-quality logistics and digital 
infrastructure. Important sectors with 
high export values include food 
production and processing, the 
chemical industry and manufacture of 
machinery. Strong trade relations, a 
highly-educated workforce and high-
grade expertise at companies likewise 
contribute enormously to the Dutch 
economy’s competitive edge and to 
the large numbers of highly-skilled 
migrants who come to the country.

If this return is unpredictable or the 
risk/return profile becomes skewed, 
then the obvious solution is to allocate 
the capital to a different investment, i.e.
a different type of investment product 
(equities or government bonds) or 
geographic location (in other countries).
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THE CASE FOR INVESTING IN THE DUTCH HOUSING MARKET IN A HISTORICAL CONTEXT

Income growth of the 
Dutch population

After Luxembourgers and Danes, the 
Dutch enjoy the highest disposable 
income in the European Union (Eurostat, 
2022). Since 2013, the average 
disposable income of Dutch households 
has climbed by 28%, while in the same 
period the purchasing power of 
households has risen by an average of 
1.5% per year.

Predictable spatial 
planning

The Netherlands has historically been 
subject to strict spatial planning rules. 
On top of this, since the introduction 
in 2012 of the Ladder for Sustainable 
Urbanisation, spatial plans need to be 
implemented in an extremely 
sustainable manner. The focus is on 
urban construction. Only if there is no 
room in urban areas do we look 
outside the red contours. This policy 
facilitates shortages, which means that 
there will be no oversupply at a 
regional level. Long-term vacancies on 
the housing market are automatically 
prevented as a result of this policy.

Level of regulation 
determines the 
investment climate

In addition to these demographic, 
economic and spatial characteristics, the 
structure and regulation of the housing 
market plays a major role in the allocation 
of funds and resources by investors. 
Substantial adjustments have been made 
to this structure in the last ten years. This 
initially led to a considerable 
improvement in the investment climate 
and strong growth in demand, especially 
for homes in the unregulated sector.

Until 2013, the Netherlands had almost no 
unregulated rental market. The housing 
market was largely split into two 
segments: owner-occupier properties and 
social housing. In 2013, the unregulated 
rental market comprised a total of 
290,000 homes (CBS, IPD index), the 
equivalent of 4% of the total housing 
stock at the time. The changes 
implemented between 2013 and 2015 by 
the then Minister for Housing and Central 
Government Sector Stefan Blok, based on 
his Blok Amendment Proposal, triggered 
a dramatic change to the system on the 
housing market. 

This initially resulted in housing 
corporations (again) having to focus on 
their primary target group: lower-income 
households. Furthermore, it caused a 
shift in demand from households to the 
unregulated sector, as these people were 
no longer able to rent social housing. At 
the same time - due to excessive lending 
in the run-up to the financial crisis - the 
lending capacity for mortgages was 
reduced, which made the owner-occupier 
market less accessible to middle 
incomes.
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THE CASE FOR INVESTING IN THE DUTCH HOUSING MARKET IN A HISTORICAL CONTEXT

These two policy changes pushed up 
demand for unregulated rental homes 
considerably: homes that were already 
in short supply. At the same time, the 
introduction of the Authorised
Institutions for Social Housing Reform 
Act (Herzieningswet Toegelaten
Instellingen Volkshuisvesting) enabled 
(institutional) investors to invest large 
sums in new rental homes in the 
unregulated segment. Housing 
corporations were again forced to 
concentrate on their primary task -
housing lower-income households - and 
this created capacity for investors to 
build homes in the unregulated rental 
sector. Since 2015, about 10,000 to 
15,000 new rental properties have been 
added to the housing stock each year 
using capital provided by (institutional) 
investors. Yet this sizeable addition to 
the housing stock has been too small to 
keep up with the sharp increase in 
demand, which is the main reason for 
rental growth over the past seven years 
- and in turn for the ongoing debate on 
affordability.

In the meantime, this debate has 
resulted in a great deal of local and 
national regulation. Take the 
restrictions imposed when allocating 
land, such as the 40-40-20 rule in 
Amsterdam governing a mandatory 
percentage of social housing and mid-
market rental homes (80%). On top of 
this, central government policy 
stipulated that rents could only be 
raised by a maximum of 1% above the 
rate of inflation. Even before the new 
rent regulation proposal, these changes 
were squeezing the business case for 
investors. The fact that most investors 
and pension funds seek a predictable 
and stable return is incompatible with 
this mounting regulation. The 
introduction of even more regulation 
will cause the tide to turn at some point.
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Percentage of social housing per country

REGULATION AND AFFORDABILITY IN A WIDER PERSPECTIVE

Stricter regulation on the residential rental market 
has been the subject of debate for several years 
now. It has resulted in several amendments to 
national legislation that have had a severe impact 
on the affordability of rental homes.

For example, the cap on the WOZ value in 
the housing evaluation system has caused 
many homes to remain within the social 
sector. These homes - mostly in the big 
cities - are let for less than the market 
rent. The annual rent increase in the 
unregulated sector is also laid down by 
law: owners may only raise rent on 
properties in the unregulated sector by a 
maximum of 1% above the rate of inflation. 
From next year, this will change to 1% 
above the rate of inflation or 1% above the 
CAO (collective labour agreement) index, 
depending on which rate is lower in that 
year.

Municipalities are also adopting their own 
measures quite separately from national 
legislation. Many are imposing restrictions 
when allocating land. For example, a large 
percentage of new construction must be 
let within a set rent bandwidth for a period 
of 10 to 25 years. 

These homes also need to remain 
available for the mid-market rental 
segment. Furthermore, a growing number 
of municipalities are applying fixed rules 
for the number of new homes in the social 
and mid-priced rental segments. Most 
new construction therefore contains 30% 
to 40% social housing.

If we put these data in perspective, the 
Netherlands appears to have a 
considerably larger percentage of social 
housing within the total housing stock 
than its neighbours. In fact, the 
Netherlands continues to have a larger 
stock of social housing (2.7 million) than 
households that belong to the social 
sector’s primary target group (2.5 million 
households). To a certain extent, the 
affordability debate therefore still appears 
to be a distribution issue.
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Inflation and prices on the owner-occupier and 
rental markets based on Q3 data

REGULATION AND AFFORDABILITY IN A WIDER PERSPECTIVE

This does not alter the fact that the 
affordability of rental homes is indeed 
being squeezed by incorrect distribution 
and shortages on the housing market. Not 
just in the social and unregulated 
segments but also the owner-occupier 
sector. The only difference is that the 
latter has been disguised by the extremely 
low mortgage rates of recent years. Now 
that rates are climbing again, the 
affordability of owner-occupied homes 
and in particular their accessibility are 
again being severely squeezed by the 
tougher loan conditions. This could be 
further exacerbated next year when cost 
of borrowing norms are adjusted 
downwards, as is currently expected to 
happen.

Prices on the owner-occupier market 
have risen by about 9.5% a year over the 
past eight years. This is considerably 
higher than the rate of inflation over the 
same period: 2.6%. If we compare this to 
how rents have evolved, then we can see 
that rents in the unregulated sector have 
climbed by an average of about 5.4%. Yet 
this only applies to the theoretical market 
rent, not to renewable contracts; there the 
average increase of 2% was 60 basis 
points below the average rate of inflation 
and 40 basis points above the annual 
increase in social housing rents.

All in all, we can see that rent increases 
for renewable contracts have been 
conservative over the past few years. 
Rapidly-rising market rents stand in stark 
contrast to this and are a result of the 
poor supply/demand ratio. Sufficient new 
housing stock is required to curb this, 
something that takes time to achieve. Yet 
the affordability of the most popular 
locations continues to be a problem, e.g.
for crucial professions. 

More generic rent regulation will not solve 
this problem, however. As we said above, 
such measures have a large number of
mainly negative external effects. A 
targeted approach involving allocation at 
new housing complex level would seem to 
be a more obvious solution and is 
increasingly being applied at local level.
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Investment climate and 
investment in new 
construction undermined
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INVESTMENT CLIMATE AND INVESTMENT IN NEW CONSTRUCTION UNDERMINED

When the threshold for regulation is set 
at 187 WWS points, about 47% of 
properties in the G20 (20 largest urban 
areas in the Netherlands) that are now in 
the unregulated sector will come under 
the regulated sector. The extent to which 
this occurs depends greatly on the 
composition of the local housing stock in 
each town or city. The size of the 
property, energy class and WOZ value 
(for the purposes of the Valuation of 
Immovable Property Act) play a major 
role here.

In contrast to previous local and national 
regulations aimed at creating affordability on the 
rental market, the recently-announced rent 
regulation plan looks to be a serious game changer 
for the investment climate even before it has 
actually been implemented. In short, the plan is that 
all rental properties with 187 WWS points (house 
evaluation system) or under (about €1,000 a month) 
will form part of the regulated market as of 1 
January 2024. This will only apply to new tenancy 
agreements. From that date the rent will be set 
based on the housing evaluation system (WWS), 
which depending on the property’s location could 
have far-reaching repercussions for rental income 
and the value of the property, but also for the 
attractiveness of the rental sector for investors. In 
the following sections of this report we explain the 
expected impact of the plans as outlined at the 
moment.

About 47% of the unregulated sector 
in the G20 will become regulated
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INVESTMENT CLIMATE AND INVESTMENT IN NEW CONSTRUCTION UNDERMINED

Estimate of effect of rent regulation based on 187 
WWS-point threshold in the G20

The housing stock in cities such as The 
Hague contains a relatively high number 
of larger rental homes, in part to meet 
demand from expats. For this reason, a 
small percentage of homes in The Hague 
will enter the regulated sector compared 
to say Groningen. The latter contains a 
large number of smaller homes with lower 
energy labels, meant primarily for all the 
students living in the city.

The properties that will enter the 
regulated sector are mainly smaller (<90 
sq m), partly depending on the location 
and energy label. In Amsterdam and 
Utrecht this chiefly applies to homes of 
up to 75 sq m with lower energy labels. 

This regulation threshold for new homes 
in Amsterdam and Utrecht lies between 
60 and 65 sq m. In Rotterdam and The 
Hague the threshold stands at about 70 
sq m. This is mostly due to the lower WOZ 
values in these municipalities, resulting in 
them earning fewer points in this respect 
than in Amsterdam or Utrecht. However, 
this cap on the number of points derived 
from a property’s WOZ value is currently 
being reviewed and may be revised in the 
definitive legislative proposal.

Caption: This effect was calculated using data from NVM (Dutch Association of Real Estate 
Agents and Appraisers) and BAG (National Register of Addresses and Buildings) as well as our 
own data. When calculating the number of WWS points, where no data was available we 
assumed an average-quality property
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INVESTMENT CLIMATE AND INVESTMENT IN NEW CONSTRUCTION UNDERMINED

Estimate of effect of rent regulation based on 187 
WWS-point threshold in the G20 according to 
energy class and size of property

Analysis of property sizes and energy 
labels shows that it could well pay to 
invest more in sustainability. A higher 
energy label not only means a higher rent 
in the new regulated social+ segment but 
can also help the property to stay out of 
the regulated social sector. 

The ministry is also examining whether 
adjustments are required to the WWS 
system in this respect as well in order (1) 
to ensure that it becomes more profitable 
to invest in sustainability and (2) to keep 
new construction projects attractive for 
investors.
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Ratio of market rent and maximum permitted WWS 
rent in G20 according to size of property

RENT EFFECT COULD BE AS MUCH AS 50%

Rent regulation does not always lead to lower rents. 
It continues to depend on the difference between 
the rent that owners can ask based on the market 
rent and the maximum WWS rent. Yet a severely 
negative rent effect is visible in the larger cities in 
particular. In the G20 we see that Enschede and 
Apeldoorn are the only cities without a rent effect 
on some of the future regulated sector properties. 
Or to put it another way, the market rent is the same 
as the maximum WWS rent, especially for larger 
homes.
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RENT EFFECT COULD BE AS MUCH AS 50%

Moreover, the smaller the property, the 
bigger the rent effect in almost all the 
large municipalities. This is all bound up 
in the fact that people are prepared to 
pay more for their first square metres of 
living area than for their last. In addition, 
a more pronounced shortage of these 
smaller properties is in line with the 
increase in the number of single-person 
households (mainly senior citizens and 
students).

We use the example of the rent effect on 
a 60 sq m property, as there are many of 
these in these cities and a large number 
continue to be built. For this size of 
property, the reduction in rent ranges 
from 13% for a sustainable (A++ label) 
property in Apeldoorn to 52% for a non-
sustainable (F label) property in 
Amsterdam. 

We use averages in these graphs, 
which means that in some cases the 
rent reduction may be even higher or 
lower than shown here. 

It is clear that the rent reduction is 
particularly large for non-sustainable 
properties within the regulated 
system. This while the difference in 
rent between sustainable and non-
sustainable homes on the unregulated 
market is relatively small, driven by 
shortages on the housing market. On 
balance, the average rent reduction 
for non-sustainable properties (F 
label) in the G20 is 45%, whereas this 
is 26% for sustainable properties 
(A++).

Expected rent effect of regulation on 60 sq m 
properties with A++ labels and F labels

Caption: In order to define a dummy property, we looked at a representative 60 sq m property 
and allocated WWS points based on the characteristics of this type of property. Only the points 
for the energy label differ for the A++ label and F label homes.
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The case of Berlin
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LEARNING FROM OTHER COUNTRIES

Regulatory instrument
The Mietendeckel in brief:

- Five-year rent freeze, based on 2019 
rents;

- Maximum rent: €3.92 to €9.80 per sq m, 
depending on the property’s 
characteristics such as year of 
construction and facilities;

- Rent increases only permitted within 
these limits;

- Rent cap only applied to homes dating 
from before 2014, so not for new 
construction.

Schedule 

The legislation was introduced in January 
2020, with the first rent regulation 
coming into force in November 2021. The 
Mietendeckel was not destined to last 
long, however: in April 2021 it was 
declared unconstitutional and therefore 
null and void.

Effect on the rental market

Despite its short lifespan, the 
Mietendeckel had an enormous impact on 
Berlin’s housing market. The lower rents -
and therefore income for owners - led to a 
dramatic drop in rental housing stock. 
This was further exacerbated by the lack 
of turnover among tenants: people 
experienced difficulty finding other 
affordable housing. Following the 
announcement of the cap in 2020, the 
number of available properties fell by 35% 
versus a year earlier, while rates remained 
stable in other German cities. The 
pressure on the regulated and 
unregulated rental markets increased 
considerably, causing rents in the latter 
segment to soar (8% on an annual basis). 
Although new construction remained at 
the same level, it was unable to meet the 
high demand.

Even after the rent freeze was abolished, 
the Berlin housing market continues to be 
tighter than it was before: housing stock 
is down by 60% compared to 2019 and 
rents in the deregulated sector have risen 
by 23% to €20 per sq m. Any increase of 
the housing stock would seem to be 
unlikely in the short term. The tightness 
on the Berlin housing market will 
therefore persist for the time being.

In 2019, Berlin introduced a form of rent regulation 
in the shape of the Mietendeckel (rent cap). The 
capital city’s rental market witnessed rent increases 
of 40% in the period 2013-2019 - extreme when 
compared to increases of 28% and 20% in Munich 
and Cologne respectively. When federal states were 
permitted to intervene on the housing market, 
Berlin’s city council decided to curb rent increases 
by capping rents.

Background
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LEARNING FROM OTHER COUNTRIES

Evolution of rental housing stock and rents in Berlin

Regulations in other countries 
In our regulation tool you can read more on 
housing market regulations in other European 
countries.

https://www.cbre.co.uk/insights/articles/residential-regulatory-tool?linkId=183389017
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EFFECT ON THE INVESTMENT MARKET

Investment in new rental properties in the periods 1 
January - 19 May and 19 May - 30 September

Since the rent regulation was announced 
on 19 May 2022, there has been a 
dramatic drop in the amount invested in 
new developments. Over the past few 
years - since the Authorised Institutions 
for Social Housing Reform Act -
investment volume has averaged €876 
million between 19 May and 30 
September, but in 2022 this amount 
dropped to €482 million. This translates 
into a substantial negative impact on new 
developments. Neprom has previously 
noted that the annual number of new 
homes could drop to a maximum of 
50,000 as a result of the announced rent 
regulation versus a planned level of 
100,000 residential properties.

This shift in new developments is not the 
only repercussion of the new regulation. 
A drop in structural investment in certain 
segments of the rental market, such as 
small-scale new developments up to 60-
70 sq m, is also expected in the long term. 
Lower rental income will mean that these 
types of regular housing products are no 
longer financially viable for investors. 

Investors will be much more inclined to 
seek alternative types of properties, such 
as lifetime care homes, student 
accommodation or Living as a Service 
(LaaS). Demand is high for these types of 
properties and they are often unaffected 
by rent regulation. Under certain 
circumstances lifetime homes are eligible 
for an increase in WWS points (35%), 
ensuring that they are excluded from the 
regulated segment.

Yet we can still conclude that investors 
will invest considerably less in the Dutch 
housing market. Moreover, the question is 
to what extent housing corporations will 
be able to take over this role, given the 
immense amount of investment they 
themselves face in modernising existing 
properties and making them more 
sustainable.

As was the case in Berlin, regulation of the Dutch 
housing market can affect the markets for existing 
properties and new developments. Indeed, the 
prevailing uncertainty means it is already possible 
to gauge the effect on new developments.

https://www.neprom.nl/artikel/nieuwbouw-valt-stil-door-huurregulering/1971?utm_campaign=emeanl_boo22_residential&utm_medium=publisher&utm_source=foleon&utm_content=ybc_report_nl
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RENTAL MARKET WILL SHRINK CONSIDERABLY AS A RESULT OF THIS REGULATORY POLICY

Housing corporations

Housing corporations are expected to opt 
for scenario 4: continue to let the 
property at a lower rental income, as this 
is aligned with their core values. It 
involves an estimated 150,000 homes in 
the current unregulated sector. The 
housing corporations will continue to let 
them, irrespective of the segment into 
which the properties fall following the 
introduction of the rent regulation. 
However, this will have an impact on their 
investment capacity. This negative effect 
has not yet been calculated, but it will 
ultimately have an impact on the 
ambitious agreements between housing 
corporations and the government to build 
new homes and accelerate the process of 
making large numbers of existing homes 
more sustainable.

It is not only new developments that will be affected 
by the new regulations though: we also anticipate a 
dramatic shift on the market for existing rental 
properties - especially in the larger cities. On 
reletting properties, owners will potentially be 
confronted with considerably reduced rents. This 
will prompt them to seek other options. There are 
four obvious scenarios here:

1. Sell the property

2. Optimise the property’s WWS points

3. Sell the portfolio

4. Continue to let the property at a lower rental 
income

The choice of scenario depends greatly on the 
characteristics of the property portfolio and the 
type of owner. Here it is possible to differentiate 
between housing corporations, private investors, 
institutional investors and private equity investors.

Private investors

Many private investors have spent the 
past few years expanding their portfolios, 
partly because of the low returns on 
other asset classes and relatively 
favourable fiscal conditions for letting 
residential properties. In total, this group 
is estimated to own about 302,000 
properties in the unregulated sector, 
approximately 49% of the total number in 
this market segment (CBRE Research). 
Most private investors focus on the 
smaller home segment, many of which will 
enter the regulated part of the market. 
Add to this the fact that the fiscal 
benefits will largely cease from next year 
- with the introduction of the fixed saving 
variant and higher tax rate in box 3 - and 
the expectation is that many of them will 
initially seek to optimise the properties’ 
WWS points wherever possible. 
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RENTAL MARKET WILL SHRINK CONSIDERABLY AS A RESULT OF THIS REGULATORY POLICY

They will examine their properties to 
establish whether it is possible to 
improve them based on the points system 
so that they are awarded a higher total 
number of points, taking them above the 
new rent regulation threshold (scenario 
2).

If optimisation turns out not to be an 
option, when the leases run out many 
private investors will sell their properties 
to private buyers on the owner-occupier 
market. This only applies to those 
properties on which rent regulation will 
have a negative rent effect. As the 
properties owned by private investors are 
located throughout the Netherlands, this 
will not always be the case. The rent 
effect will not occur - or only to a limited 
extent - in one quarter of all 
municipalities as the maximum WWS rent 
is equal to or higher than the local market 
rent.

Nevertheless, we expect many private 
investors to sell their properties in the 
coming years. A rough estimate puts this 
number at 50,000 to 100,000 properties. 
These will be offered on the owner-
occupier market in the coming ten to 
fifteen years when tenants terminate 
their tenancy agreements. The effect of 
this shift from rental to owner-occupier 
will be felt mostly in the big cities: the 
large number of students and expats as 
well as the high purchase prices mean 
that demand for a larger rental sector is 
particularly high there. The contraction of 
the urban rental market will only serve to 
increase this pressure further, especially 
now that mortgage rates are rising and as 
a result more demand will remain in the 
rental sector.

Private equity investors

The strategy adopted by private equity 
investors is expected to be in line with 
that of private investors. Their portfolios -
a much smaller portion at approximately 
10,000 properties - are concentrated 
mainly in the big cities and generally 
comprise smaller, older properties. These 
are homes that, based on the legislation’s 
current contours, will largely enter the 
regulated sector. Private equity investors 
will also first review their portfolios and 
focus on optimising WWS points - making 
properties more sustainable would seem 
to be a highly promising move. Yet even 
so a relatively large portion of these 
assets will remain within the regulated 
sector. In this case, the obvious thing to 
do is to sell them. This will often be done 
indirectly: by selling the properties as 
part of a portfolio to an investor who 
specialises in buying up such properties 
and will sell them on to private buyers in 
due course. Private equity investors 
nevertheless remain essential to new 
development projects in the Netherlands. 
In the case of much more complicated 
locations for new developments, it is 
precisely these investors who are the 
catalyst for getting projects started, 
making them essential to the target of 
building about 900,000 new homes in the 
Netherlands by 2030.
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Institutional 
investors/pension funds

In contrast to private equity parties, 
institutional investors mostly own 
relatively new and medium-sized 
residential properties. This means they 
will be less affected by the rent 
regulation than other groups. On balance 
this involves about 35% to 45% of the 
approximately 130,000 homes they own 
in the current unregulated sector. Rents 
on these properties will generally fall by 
5% to 10% in the long term as a result of 
rent regulation.

Institutional investors will also primarily 
seek to optimise their portfolios, leading 
to a smaller portion ending up in the 
regulated sector. We expect most 
institutional investors to pursue a two-
tier policy for those properties that come 
under the regulated sector. Housing 
complexes that fall entirely within the 
social sector will be sold in the long term, 
generally to investors who specialise in 
buying up such properties. These 
investors will sell these properties 
individually as soon as the leases on them 
run out. Those complexes in which only a 
small percentage of the properties come 
under the regulated sector will be 
retained in the portfolio and rented out at 
a lower rate - after all, this is aligned with 
the broader ESG strategy of institutional 
investors.

Institutional investors seem to be 
extremely cautious about buying new 
housing complexes at the moment. And 
this means that demand for new housing 
complexes has almost completely 
disappeared. In the medium term, based 
on the current regulatory contours, 
institutional investors will mainly choose 
to invest in properties that easily exceed 
the new WWS point threshold. This 
hedges the risk of the threshold being 
raised further. All in all, this will result in a 
sharp drop in investment in new homes 
by this group of investors, which until 
now has accounted for 10,000 to 15,000 
new properties each year.

Moreover, pension funds are being forced 
to scale back their investments in real 
estate because of what is known as the 
denominator effect. Here we are mostly 
seeing a reduction in mandates for 
residential investment in the Netherlands. 
This indicates that pension funds are also 
taking into account recent regulatory 
developments and the potential risk of 
alterations to pricing in this market when 
allocating capital. This is already visible in 
an upturn in the number of housing 
complexes being sold by institutional 
investors in the past two months.

The situations and expected reactions of 
the different types of home owners are 
causing major shifts in housing market 
stock. An expected 55,000 to 105,000 
homes from the future regulated market 
will end up on the owner-occupier 
market. As a result, the proposed 
regulated social+ segment will initially 
comprise 225,000 to 275,000 properties, 
mainly owned by housing corporations. 
This is 2.8% to 3.1% of the total housing 
stock in the Netherlands, which is too 
small to meet the rapidly-growing 
demand for rental homes, especially now 
that rising mortgage rates are squeezing 
lending.
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At the same time a new rent regulation 
threshold will be created, above which 
there will be a shortage of homes. We in 
fact expect rents on these properties to 
rise more sharply, just as they did in 
Berlin. Partly out of necessity and 
because of waiting lists in the 

new regulated segment, there will be a 
larger gap between the small amount 
of housing stock and persisting 
demand for it. In the long term this will 
lead to higher rents and in turn a 
growing problem of affordability.

Current, theoretical and future distribution of rental 
sector in the Netherlands
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We expect that the plans will indeed 
safeguard affordability for about 2.5% to 
3% of the total housing stock. However, 
the affordability issue is simply being 
shifted upwards to above the new rent 
regulation threshold. The general 
expectation is that this will lead to 
considerably higher rents in the 
unregulated sector. Moreover, it will 
significantly complicate new 
developments, especially in the mid-price 
sector. It is for this reason that the 
ministry is reviewing the current WWS 
system - and specifically the number of 
points for communal areas, outside areas 
and the points awarded for energy labels. 
The ministry is also considering revising 
the cap on the WOZ value, a 
reassessment that we believe would be 
appropriate. A higher threshold would 
automatically lead to a considerably 
improved investment climate for new 
homes, especially in cities such as 
Amsterdam and Utrecht.

The contours of the new legislation are 
now becoming clear. In our view there is 
one adjustment that is absolutely 
essential to restricting the negative 
external effects on investment in new 
developments. This relates to the number 
of WWS points for energy labels. 

If we place affordability in a broader 
context and examine overall housing 
costs - rent plus energy costs - then we 
foresee a problem under the current 
plans. They are at odds with the 
sustainability ambitions and run counter 
to the affordability of overall housing 
costs, especially now that energy costs 
are considerably higher.

We take the following analysis as an 
example. Based on current energy prices, 
overall housing costs for a 60 sq m home 
with an F label are €70 per month higher 
than for the same home with a sustainable 
A++ label. This is a remarkable statistic, 
given that energy costs are playing an 
increasingly prominent role in the general 
affordability debate. If we examine the 
same situation based on capped prices, 
we can see a difference in overall housing 
costs. Nevertheless, the question is 
whether this is enough given future prices 
once the caps are removed and the 
Netherlands’ ambition to strongly 
stimulate investment in sustainability in 
the housing market in order to steer 
existing housing stock towards energy 
neutrality.

Although municipalities are increasingly succeeding 
in safeguarding affordability for all incomes and 
professions - while retaining investment power for 
investors - new national legislation on rent 
regulation would seem to be inevitable.
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Impact of energy costs on overall housing costs 
between F and A++ label rental homes with WWS rents 
(e.g. Tilburg)

Caption: Energy prices as of the end of September were used to calculate the energy costs. 
Consumption data are based on data from Statistics Netherlands (CBS).

One important adjustment to the housing 
evaluation system is therefore required: 
the number of points awarded for the 
energy labels must be increased. This will 
give (institutional) investors capacity to 
continue investing in sustainable new 
homes in all housing segments, rather 
than only in the medium and large 
segments. Doing so will contribute to the 
growth of housing stock, which in turn 
will lead to rents stabilising in the long 
term.

Furthermore, this adjustment would 
provide an additional incentive for 
landlords with energy-inefficient 
properties. They will accelerate the 
process of making these more 
sustainable. This will benefit the climate 
and aid affordability for tenants -
especially when energy prices are as high 
as they are at the moment.

Proposal for new allocation of
WWS points for energy labels
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On the contrary, the investment climate 
has in fact deteriorated and the proposed 
rent regulation could even cause it to 
collapse completely. The idea that the 
plan would lead to a sizeable, affordable 
and allocatable mid-price segment - in 
which initial rents are determined based 
on the WWS system - may be correct in 
theory but not in practice. 

This line of reasoning takes no account of 
the options from the perspective of the 
owner whose property will come under 
the future regulation.

This is why the proposed rent regulation 
needs to undergo a complete review. As 
we said above, it is possible to achieve 
more, especially in terms of sustainability. 
Our proposed adjustment to the WWS 
points allocation for energy labels could:

Over the last few years, a great deal has been done 
at both local and national level to safeguard 
affordability on the one hand and improve the 
allocation of homes on the other. This has not led to 
a significant improvement on the rental market.

• Safeguard affordability in a broad context (rent + 
energy costs)

• Stimulate landlords to make existing homes more 
sustainable in line with the Paris Agreement

• Preserve the investment appetite of investors for new 
rental developments.
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