
 

Disclosures & Disclaimer 

This report must be read with the disclosures and the analyst certifications in 

the Disclosure appendix, and with the Disclaimer, which forms part of it. 

  

 

Issuer of report: HSBC Bank plc 

View HSBC Global Research at: 

https://www.research.hsbc.com 

 
 House prices picked up in Q2, despite record falls in GDP 

 The drivers for the rally look set to fade in 2021… 

 …pointing to lower prices ahead  

Typically in recessions, house prices fall sharply. But this time around, despite record 

drops in GDP, they have, so far, defied gravity. Based on BIS data, global house 

prices rose by 4% y-o-y in Q2, at a time when global GDP fell by a record amount. 

Housing transaction volumes are rising and prices are being driven higher by many 

factors, including low interest rates, favourable fiscal policy, different impacts across 

income groups and a desire for more space as people work from home more.  

This trend is happening almost everywhere – and not just in developed markets. 

From the UK to Russia, the Philippines to Poland, and the US to Sweden, house 

prices have continued to rise in recent months, in many cases to record or near-

record levels. The question is, how long can this last?  

We expect some of the factors that have been supporting house prices to fall away in 

the coming months. Although we expect interest rates to stay low, the nature of this 

crisis is changing: more high-income workers are seeing their job prospects 

dampened and that uncertainty could easily weigh on housing demand. Working from 

home may be a more permanent trend, but at the margin the appeal of moving may 

be reduced as restrictions eventually ease. The degree of fiscal stimulus supporting 

housing markets may not be repeated in 2021, posing further downside risks.  

On top of this, construction activity was depressed in many places in Q2 due to 

lockdowns, and as more housing supply comes online over the coming quarters, this 

too could weigh on prices. Take all these factors together, and we could see house 

prices start to fall in many places in 2021.  

But what happens if the property market doesn’t cool? If house prices stay elevated, 

this risks stoking further inequality between home owners and non-home owners, 

particularly young people. And were rising house prices to lead to more households 

to borrow more, this could have negative consequences for household indebtedness, 

which is already stretched in many parts of the world.  

Governments face a tough balancing act - to maintain confidence in the housing 

market (in turn supporting consumer confidence) but not to allow price rises to get out 

of hand.  Meanwhile, if prices did keep rising, central banks may start to worry about 

financial stability at a time where rate rises are off the table. As a result, 

macroprudential policies to tackle this might make a return. 
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Housing's held up 

While the second quarter of 2020 saw the sharpest ever drop in global economic activity, one sector 

stood out against the gloom: housing. Across the world, house prices have been rising despite higher 

unemployment, loss of incomes and the shuttering of many businesses. In some places, such as 

Poland, this is part of a pre-existing boom in property prices, but in many parts of the world, house 

prices have proved to be resilient to the economic downturn, at least so far. We provide some more 

details for some economies of interest on page 12.  

 

1. House prices have defied the collapse in activity  

 

Source: BIS, Refinitiv Datastream. Note: All economies with BIS data available included 

 

Why is this? There appears to be four main reasons across a range of markets for the relatively 

robust housing market story: low interest rates, the nature of the recession meaning that high-income 

homebuyers are less affected, the desire to move house for more space amid more remote working 

and, in some parts of the world, support from fiscal policy. 

This cocktail of circumstances has meant that higher-income groups, who make up the majority of 

house buyers, have not seen their incomes fall (while spending has, so savings rates are up) while 

being able to benefit from lower interest rates, supportive fiscal policy measures. In many parts of the 

world this has meant it has been easier for households to upsize their property if they are looking for 

more space as a result of more remote working.  

Property prices are not up everywhere on a sequential basis - a handful of economies saw prices 

drop in Q2, even if they are still higher than a year ago. But in Australia, for example, the modest 
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 Global house prices have so far not been impacted like GDP… 

 …due to a number of factors supporting prices… 

 …that may not be sustainable 
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decline (of 3% since March) reflects the support that has come from sharply lower mortgage rates, 

repayment holidays and significant household focused fiscal support. 

   

2. There has been a clear disconnect 
between GDP and house prices this year… 

 3. …in a wide range of countries 

 

 

 

Source: Refinitiv Datastream, HSBC  Source: Refinitiv Datastream, HSBC 

   

Low interest rates 

The record-low interest rates across the world may not have spurred a wave of private investment or 

credit taking in general, but the lower interest rates can make a world of difference both to first-time 

buyers or anyone looking to upsize. While rate cuts from central banks across the world haven’t fully 

been passed on in terms of lower mortgage costs, the savings from a 50bps cut in mortgage rates 

can help to swing the balance of incentives from being a renter to a buyer, as well as making buying 

property more affordable for those concerned about making monthly payments. As well as lower 

policy rates, the lack of a blow-out in credit spreads is quite different to the last downturn, meaning 

that the availability of credit has not been as affected.  

On top of this, the low return on savings may mean that cash-rich forced savers are looking for 

alternative ways to spend their money - and property is therefore more appealing, either as a home 

or an investment. This may have been a clearer phenomenon in the emerging world, for example in 

the Philippines, where record-low interest rates and the country's relatively high rental yields (~6% in 

metro Manila) having supported house prices.   

This recession has been different 

One of the overriding stories of this recession is how it has affected different groups differently. 

As we highlighted in The multi-speed recovery, this year has been very different if you are a low-

income worker in the leisure sector or if you're able to work from home and happen to own a lot 

of FAANGs stocks.  

Most home-buyers are relatively high income individuals or households, due to the nature of needing 

a deposit or to take out a mortgage that is based off income levels. In the UK, for example, the 

average house price is now GBP246k, with average incomes at GBP41.5K (according to the latest 

data from IHS Markit), meaning that a household either has to have a GBP60k deposit to be able to 

get a sufficient mortgage, or, if only able to provide a 10% deposit, earn 20% more than the average 

income to be able to afford the average property (based on mortgage lending criteria).  
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4. US low income households have lost 
incomes more than high-income ones  

 5. In some areas, house prices are 
unaffordable for those with low incomes 

  

 

 

Source: US Census Bureau, Household Pulse Survey. Note: Data to 28 September.   Source: ONS, IHS Markit. Note: 4.5x av. Income is based off of simple mortgage lending 
criteria.  

   

And so, while the degree of income collapse is huge for large parts of population in most countries, 

the nature of this recession, at least so far, means that the incomes of most prospective home buyers 

have been relatively unaffected. On top of this, the nature of lockdowns and the collapse in total 

household spending has pushed savings rates much higher in some parts of the world, making it 

more likely that households who have not suffered job losses are able to accumulate a required 

deposit.  

People want to move 

The pandemic has accelerated many pre-existing economic trends, few more evidently than the shift 

towards remote working. It is estimated that at the virus peak, more than half of the population were 

working from home in many parts of the world, and many still are in one guise or another. This note 

has been written entirely from the kitchen table, for example.  

As we outlined in Leaving the city, the chances are that remote working becomes the norm, at 

least part-time, for many people. This sea-change in habits means that workers are changing 

their priorities when it comes to housing. A Rightmove survey1 found that 63% of home buyers 

are prioritising a garden, and more than a third want a better home workspace. As a result, many 

homebuyers have brought forwards prospective housing transactions to try to get more space, 

pushing up house prices in suburbs and away from large cities. Of course, this has weighed on 

property prices in some urban areas, but the composite impact has been positive for house 

prices so far.  

Of course, all of this has an impact on renters. The current dynamics in the housing market - where 

prices for larger properties are rising and demand for flats is falling, has created much cheaper rents 

in many places, such as in Manhattan, where a larger number of vacancies has meant that rental 

costs have fallen by 11%2. 

                                                           

1 Find out why home-hunters are prioritising bigger gardens, Rightmove, 8 June 2020 
2 Empty rental apartments in Manhattan triple, nearly hitting 16,000, CNBC, 8 October 2020 
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6. The decision process for where to live changes when home working becomes more 
common 

 

Source: HSBC. Note: Purely indicative because some small cities are very expensive and some big cities are cheaper to live in.  

 

Fiscal: Supportive in some places 

On top of this, governments in some parts of the world have supported housing demand. The 

approach has varied by country, but in the UK, Egypt and Malaysia we've seen stamp duty reduced, 

albeit the latter was not entirely due to COVID-19 and partly due to oversupply in parts of the 

property market.  

In Thailand, a range of measures from a relaxation of stringent loan-to-value rules, a soft loan 

scheme, tax incentives and town planning rejigs have all been designed to spur the property market 

as the economy suffers from the collapse in overseas tourism. 

   

7. UK home buyers and sellers are active  8. Outside Victoria, home sales have picked 
up in Australia 

 

 

 

Source: RICS  Source: Refinitiv Datastream. WEA = Western Australia, SOA = Southern Australia, QLD = 
Queensland, NSW = New South Wales, VIC = Victoria. 

   

On the credit side, Turkish state banks have been providing very cheap housing loans, leading to a 

notable rise in mortgage debt (up by 1.7ppts of GDP since end-2019), while in Australia the 

relaxation of lending regulations has helped to spur property prices3. Russia's introduction of a 

preferential mortgage scheme saw mortgage borrowing rise 40% y-o-y, pushing property prices 

                                                           

3 Australian Housing’s Resilience Buoyed by Cheap and Easy Credit, Bloomberg, 30 September 2020 
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higher4. While these are just some examples, they show how a range of fiscal policies can help to 

drive up housing transaction volumes.  

On top of housing-specific policies, the nature of policy stimulus to provide households with income 

support has kept housing market buoyant in some parts of the world and, while a factor in many 

developed markets, this has been particularly clear in the likes of Canada and Norway. 

Construction on hold 

One of the impacts of the pandemic was the halting of construction activity in many parts of the world 

in the second quarter. Where we have monthly data on construction, things have turned back up, but 

levels of output are still well below where they were in February. Of course, this has varied greatly 

across the world, with different degrees of lockdowns meaning very different construction outcomes, 

and looking forwards the wide range of building permit numbers suggests that the recovery in 

construction will come at very different paces. While this drop off in construction is unlikely to have 

been the biggest driver of price moves in the past few months, it could continue to play a role in 

determining house prices in the coming year or so, particularly if construction activity is slow to return 

to normal levels. 

   

9. Construction activity was halted in Q2…  10. …and the future outlook varies across 
the world 

 

 

 

Source: Refinitiv Datastream. Note: England data used for UK due to how the data is 
provided. Parentheses show the latest period of data. Economies used are those with timely 
comparable data series. 

 Source: Refintiiv Datastream, HSBC. Note: Parentheses show the latest month of data. 
Economies used are those with timely comparable data series. 

   

So, there have been a few primary drivers in many parts of the world that have supported house 

prices and housing transactions during the past six months, but how likely are they to continue? 

What's next? 

Monetary policy to remain supportive 

Given the collapse in economic activity and the expected slow recovery in the coming year or so, the 

chances of aggressive rate hikes across the world are pretty slim. The FOMC has signalled that the 

Fed Funds rate will stay at record lows for the foreseeable future, while most central banks are 

expected to keep their policy rates at record lows through to end-2022. In fact, we only expect a 

handful of emerging market economies to raise policy rates over the next two years, and even look 

for some rate cuts - with Australia and New Zealand likely to lower their policy rates further in the 

coming months.  

                                                           

4 Russia's Coronavirus Stimulus Fuels Property Boom, Moscow Times, 15 September 2020 
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Simply, the support from low interest rates isn't likely to going away. In mainland China, for example, 

we expect that lower mortgage rates will remain attractive for home buyers and will support the 

resilience of the overall housing market. However, there is a possible risk that mortgage rates start to 

rise, particularly for higher loan-to-value loans, as well as availability possibly falling. This could put 

some downward pressure on the housing market even if headline policy rates remain low. This is 

already the case in the UK.  

 

11. HSBC forecasts policy rates to stay low across the world 

 

Source: HSBC estimates, Refinitiv Datastream 

 

Will the recession spread? 

The recession so far has affected low-income households much more than high-income ones, 

but that could already be starting to evolve. In fact, there are growing suggestions that job losses 

are extending to those in 'white collar' roles. UK data from Keep Britain Working suggests that it 

is these roles where job vacancies have fallen sharpest and where there is a growing degree of 

competition for these roles. The same applies in the US data - with numbers from Indeed, the 

jobs portal, suggesting that high-income job postings are running 21% below trend, compared to 

lower-wage jobs running 10% below5. Even though jobs losses haven't started to accrue at the 

same pace as for those with lower-incomes, we could see a combination of hiring freezes and a 

slow grind lower of employment start to eat away at both employment levels and confidence 

among higher-income workers.  

And on this front, the risks appear to be squarely to the downside. The growing risks associated with 

rising numbers of COVID-19 cases in much of Europe and parts of the US mean that the recovery 

could be put under threat by a greater number of restrictions in the coming months. In some parts of 

the world, such as India and Indonesia, the number of new daily cases remains very high, weighing 

on the recovery. Against this backdrop, the chances of a greater number of business bankruptcies, 

higher unemployment and weaker economic activity are clearly higher - and such an environment 

would likely be one that weighs on property markets - particularly if the recession becomes more 

broad-based across income groups.  

 

                                                           

5 Coronavirus and US Job Postings Through October 2: Data from Indeed.com, 6 October, 2020 
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12. Job openings for white collar workers are 
now falling fastest in the UK... 

 13. …and the number of applicants is higher 
for those jobs too  

 

 

 
Source: Keep Britain Working/Reed Job Index.  ‘White collar’ occupation is defined as an 
occupation that includes any of the following words: account, admin, advisor, agent, analyst, 
audit, buyer, clerk, consultant, credit, data, developer, director, executive, finance, HR, legal, 
office, payroll, professional, sales, seller, solicitor 

 

 Source: Keep Britain Working/Reed Job Index.  Blue-collar workers and skilled trades (those 
that perform manual labour such as machine operators, truck drivers, warehouse workers or 
the likes of construction workers or IT roles) 

Will people still be keen to move when offices re-open? 

Many people across the world are wanting to move home because they are expecting to do more 

remote working in the future. That is evidenced by the speed at which 3-4 bed houses are selling 

(chart 14), with smaller houses selling more quickly than flats, and 1/3 quicker than in 2019. While 

this should keep house prices more supported in some parts of economies - such as in France, 

provincial areas and the greater suburbs around Paris - this flow of movers will hit a saturation point 

eventually. Many who want to move for more space will have already moved and others either 

cannot or don't want to due to proximity to family or friends, or simply because they cannot sell their 

current property for one reason or another.  

There is also some suggestion that many of the moves are simply people accelerating pre-existing 

plans6. This could be young couples who may have been planning to move in 2021 or 2022 pulling 

forwards their plans to find a bigger home now. These same trends could easily go into reverse in the 

coming years if this demand has simply been brought forwards.  

   

14. Three bedroom houses are selling the 
fastest in the UK 

 15. Most US workers still plan on returning 
to the office at least some of the time 

 

 

 

Source: Zoopla House Price Index.   Source: Morning Consult. Note: Data are for the US, survey taken in July 2020. 

   

                                                           

6 Zillow 2020 Urban-Suburban Market Report, Zillow, 12 August 2020 
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While the next stage of the remote working boom may be that jobs are advertised globally rather 

than locally, meaning that proximity to an office may be less relevant for so-called 'digital nomads', for 

many workers the return to offices (even if part-time) may stall this trend. The desire to move home 

for more space could start to weigh against the benefits of an easy commute or access to leisure 

activities, and remove one of the supports for the housing market. 

Will the fiscal tap turn off? 

Governments across the world are likely to face difficult decisions when deciding whether to continue 

to support housing markets in 2021 and beyond. A robust housing market can help to spur other 

parts of the economy: Home movers are more likely to spend money on home furnishings or durable 

goods - which can in turn help to support the recovery more broadly beyond the immediate real 

estate sector. Elevated house prices will also, at least in theory, support consumer confidence (for 

home owners), which may make consumers more willing to spend on other goods and services, 

while falling house prices could have the opposite impact.  

On the other hand, governments may face other spending priorities - either longer-term needs to 

support longer-term growth and productivity or short-term spending to prop-up incomes as a result of 

higher unemployment, particularly if further restrictions delay the recovery.  

Encouraging more household borrowing may also be unwise, particularly in the parts of the world 

with a higher level of household debt to begin with, such as those on the left of chart 16. These trade-

offs mean that it's hard to say with any certainty whether fiscal policy will support housing markets 

going forwards, but it cannot be relied on as a positive driver in the coming quarters.  

 

16. Economies with high levels of household debt may not want to push it higher  

 

Source: BIS, HSBC 

 

So, putting this all together, we can see that while some support for housing demand should remain 

in place, such as low interest rates, the degree of support from the other factors that have supported 

house prices is likely to wane in the coming quarters, which should put some downward pressure on 

house prices in much of the world.  

As we highlight on page 12, the combination of expectations on fiscal policy and supply dynamics 

means that the outlook is quite different across the world in the coming quarters. While we expect 

house prices to be flat in the UK in 2021, they should keep creeping higher in the likes of Sweden or 

mainland China because of a mixture of low rates and a stronger rebound in economic activity, while 

we expect prices to keep falling in Australia. The one constant, however, is that the pace of house 

price inflation is likely to be weaker across the world in the coming year given the reversal of these 

supportive dynamics.  
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Policy considerations: High house prices aren’t just good news 

While they can support the recovery, higher house prices come at a cost. Already in many parts of 

the world, house prices are too high for many young people - whose incomes (also most affected by 

COVID-19) will not allow them to access the housing market and for whom saving up for a house 

deposit is likely to be impossible. Even if young people in developed markets cut back on the 

avocado on toast, it would take more than 3,000 skipped brunches to save for a deposit in much of 

the world7. In large cities across the world this could take 30 years or longer.  

This issue gets more pressing as every year passes. A lack of affordability is the reason more young 

people cannot get on the housing ladder, and so rising house prices will continue to widen the gap 

between the prospects of those fortunate enough to have a high-paying job in their 20s or wealthy (or 

home-owning) parents or grand-parents (and able to provide a deposit) and those without. Policies to 

support the housing market may help to support the economic recovery, but they could create even 

deeper social problems.  

   

17. Young people need to do more than skip 
breakfast to get on the property ladder 

 18. More young Brits are living at home 

 

 

 

Source: Piero Zagami, via BBC. Note: Assumes avocado on toast eaten for breakfast every 
day.  

 Source: PEW Research Centre 

   

Even within the housing market there is a disparity. Homes in affluent neighbourhoods are selling for 

higher prices as people value their location more, having spent much of 2020 at home rather than 

out and about. But at the lower-end, the situation is not as good with some homes struggling to sell or 

renters being evicted8. Many property owners in less-desirable urban areas may see their property 

values erode.  

As a result, the decision to support the housing market may not be as clear-cut for policymakers, 

even in the midst of such a large economic shock.   

Central banks: a low priority for now? 

Central banks across the world may be concerned that a fall in house prices at some point could 

further dampen their ability to meet their inflation objectives, and so have an incentive to keep policy 

settings loose to support the recovery.  

                                                           

7 The avocado toast index: How many breakfasts to buy a house?, BBC, May 2017 
8 Two Cleveland Houses Tell a Story of America’s Unequal Recovery, Bloomberg, 6 October 2020 
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But while some of the drivers of higher house prices are likely to dissipate, if house prices continue to 

rise more quickly than incomes then central bankers could face a headache. While for many central 

banks, the top priority right now is the undershoot in inflation or the collapse in activity, there is a 

growing list of central banks who are taking financial stability issues far more seriously. We expect 

Norway's Norges Bank to be the first developed market central bank to tighten monetary policy in this 

cycle as a result of this, with the committee already focusing on house prices when thinking about 

policy setting.  

   

 


The Committee also focused on housing market 

developments. Persistently high house price inflation may 

result in accumulating financial imbalances. 

Norges Bank rate decision, August 2020 

   

But for many central banks the prospect of raising policy rates while growth is weak and inflation is 

below target is extremely unappealing, and the need to keep borrowing costs low is the top priority.  

And so if house prices keep rising relative to incomes, and household indebtedness follows, it may 

well be that more macroprudential policies are turned to, although in the UK there appears to be 

more appetite for looser macroprudential conditions to further support parts of the housing market9. 

As we outlined back in 2017, policymakers may opt to use a range of policies such as loan-to-value 

limits, leverage ratios, capital requirements for banks or countercyclical capital buffers to hold back 

house price appreciation, and it seems likely that some central banks, such as Switzerland's SNB 

could go down that path this time.  

However, the evidence from the housing booms of 2014-2018 in the likes of Sweden, Norway, 

Australia and Canada suggest that these policies may not have had the desired effect, so while 

macroprudential policies could have a resurgence in the coming year, we would be sceptical of the 

impact that they could have, meaning that runaway house prices could end up being the catalyst for 

higher rates in some parts of the world.  

 

19. A wide range of macroprudential policies didn't stop Sweden's housing boom 

 

Source: Refinitiv Datastream, HSBC, Riksbank 

 

                                                           

9 ‘Generation buy’: Boris Johnson signals relaxation of mortgage rules to allow first-time buyers onto the 
housing ladder, The Independent, 4 October 2020 
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Selected country developments 

Economy Latest housing developments Outlook 

Argentina Among the measures announced on 1 October, there is an attempt to foster an 
increase in construction activity.  Property transaction data are scarce and so it is 
hard to say how house prices are evolving. 

 

Due to the nature of property as an investment vehicle that costs less in 
terms of FX reserves than USD, Argentinian house prices may evolve 
differently to elsewhere.  

Australia Housing prices have fallen modestly as a result of the COVID-19 crisis, with 
national prices down by 3% from their March 2020 level. The only modest decline 
reflects the support that has come from sharply lower mortgage rates, repayment 
holidays and significant household focused fiscal support.  

We expect national housing prices to continue to edge lower in the next 
couple of quarters, as closed borders have sharply weakened population 
growth and repayment holidays are set to come to their end in coming 
months.   

Canada  Canada's property market has held up, but at one point 15% of mortgages were in 
deferral - not as a result of government policy, but due to private sector lenders. 
Government support for households have helped insulate the housing market, 
depressed any distressed sales, and meant that, with low interest rates, there 
remained a tight market to support prices.  

However, the backdrop won’t be as supportive going forward. Those who 
did have a deferral have to make up for those lost payments, with interest. 
Those who would normally have been had financial problems during the 
recession are likely to feel greater strain in late 2020 or in 2021.  

France House prices have continued to rise in the second quarter of 2020, in spite of a 
drop in the number of transactions. This resilience has been helped by 
governmental measures to support household employment. The annual house 
price growth rate has remained higher in Paris than in the rest of the country but 
prices outside Paris have accelerated more significantly in Q2, supported by 
demand for larger properties with more outside space in the post-lockdown period. 

Prices should continue to rise at a moderate pace in the coming months. 
They could remain more dynamic in provincial France and in greater 
suburbs around Paris due to post-lockdown changing patterns on housing 
demand. That said, due to the uncertainty on the COVID-19 outbreak and 
on the labour market outlook, households are likely to remain relatively 
prudent, which should limit the rise in housing prices. Tighter bank credit 
standards should also weigh on housing sales. 

Germany  House prices have continued to surge to new record highs. Financing conditions 
remain extremely loose, particularly when regarded in real terms. The average 
effective mortgage rate (5-10yrs) fell to a new record low of 1.07% in August 2020. 
Credit growth so far has been strong (+5.6% y-o-y) and the recent Bundesbank 
lending survey does not indicate a marked credit tightening. With regard to the 
supply-side, building permits continued to expand at a brisk pace of late (+9.2% y-
o-y in July, 3MMAV) and the corporate sentiment in the housing construction 
sector has bounced sharply from the trough marked in April, thus pointing to a 
recovery.  

While German house prices have become much more expensive in 
relation to income and rent, they remain substantially cheaper in Germany 
compared to other countries. With the labour market gradually improving, 
loan rates being curbed by the ECB´s ultra-loose monetary policy and the 
households´ debt-to-disposable income ratio comparably low, there are 
little changes to the house-price uptrend on the horizon.  

Mainland 
China 

Property investment has seen a V-shaped recovery, growing by double-digits y-o-
y in the recent two months, and is an important contributor to China’s recovery. 
The growth rates of housing sales volumes and prices have shown some signs of 
cooling down from their August peaks, but are still at relatively high levels due to 
generally favourable monetary conditions. 

Lower mortgage rates will remain attractive for home buyers, and will 
support the overall housing market to stay resilient. However, the 
government is intent on keeping the housing market from overheating and 
continues to reiterate that ‘housing should be for living in, not speculation’. 
With land supply already shrinking and rate cuts expected to be more 
gradual, the overall property market will likely remain stable. 

New 
Zealand 

The immediate effect of COVID-19 and the related border closures saw New 
Zealanders that would have otherwise have chosen to migrate elsewhere, stay in 
New Zealand, and many nationals return. This saw a strong rise in net migration, 
which combined with low interest rates, has lifted housing prices.    

We expect the housing market to cool in coming quarters, as closed 
borders are set to see a fall in net migration, following the initial boost. 
Inward migration has been a key source of demand for housing in recent 
years. Downward pressure on housing prices is also set to come through 
as the repayment holidays come to their end in coming months and the 
unemployment rate rises.  

Norway House prices have been robust as household incomes have been supported 
through the pandemic. 

The Norges Bank remains concerned about household debt and financial 
stability, and we could see higher rates to slow the increases. 

Philippines The Philippine housing market has bounced back quickly despite COVID-19. This 
could be attributed to record-low interest rates domestically and the country's 
relatively high rental yields (e.g. around 6% in the Metro Manila area).  A new law 
implemented earlier this year, removing stringent tax and minimum public 
ownership requirements for REITs, also likely helped boost real estate sales.  

Liquidity remains ample domestically, which is likely to keep interest rates 
low for longer. The Bangko Sentral ng Pilipinas (BSP) also continues to 
have a dovish bias given ongoing economic uncertainties. That said, the 
pace of economic recovery is likely to be slow given the absence of a 
sizeable fiscal stimulus. 

Sweden House prices have soared in recent months as easy access to credit and a 
relatively small economic contraction has meant more money has found its way 
into housing. Prices have been supported by fewer homes being put up for sale. 

We are more bullish on Sweden's economic outlook than most of the 
world, and so we could see house prices be sustained, but the pace of 
price increases is likely to slow as supply increases. 

Switzerland Residential property prices and mortgage lending have continued to rise 
moderately over the recent period in spite of the large decline in economic activity 
in Q2, thanks to governmental measures to support employment and income. 

While the rise in property prices has remained relatively contained 
recently, the SNB remains worried about the imbalances on mortgage and 
real estate markets, especially for the residential investment property 
segment. Therefore, macro-prudential measures could be adopted if 
housing prices pick up at a more rapid pace. 

UK After an initial dip during the lockdown, housing activity, and house prices, have 
seen a sharp bounce. This has been driven by post-COVID-19 demand dynamics, 
employment strength for older people and a stamp duty cut set to run to March 
next year. 

We see the annual rate of house price inflation ending this year at around 
4%. But as the labour market fallout from COVID-19 broadens, alongside 
the possible end of the stamp duty ‘holiday’, we see a slowdown in the 
market, with broadly flat house prices next year. 

Source: HSBC 

 



 

13 

Free to View ● Economics - Global 
16 October 2020 

Disclosure appendix 

Analyst Certification 

The following analyst(s), economist(s), or strategist(s) who is(are) primarily responsible for this report, including any analyst(s) 

whose name(s) appear(s) as author of an individual section or sections of the report and any analyst(s) named as the covering 

analyst(s) of a subsidiary company in a sum-of-the-parts valuation certifies(y) that the opinion(s) on the subject security(ies) or 

issuer(s), any views or forecasts expressed in the section(s) of which such individual(s) is(are) named as author(s), and any other 

views or forecasts expressed herein, including any views expressed on the back page of the research report, accurately reflect 

their personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific 

recommendation(s) or views contained in this research report: James Pomeroy 

Important disclosures 

This document has been prepared and is being distributed by the Research Department of HSBC and is not for publication to 

other persons, whether through the press or by other means.  

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to 

buy the securities or other investment products mentioned in it and/or to participate in any trading strategy.  Advice in this document 

is general and should not be construed as personal advice, given it has been prepared without taking account of the objectives, 

financial situation or needs of any particular investor.  Accordingly, investors should, before acting on the advice, consider the 

appropriateness of the advice, having regard to their objectives, financial situation and needs. If necessary, seek professional 

investment and tax advice.  

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may 

not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the 

investment products mentioned in this document and take into account their specific investment objectives, financial situation or 

particular needs before making a commitment to purchase investment products.   

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor 

may get back less than originally invested.  Certain high-volatility investments can be subject to sudden and large falls in value 

that could equal or exceed the amount invested.  Value and income from investment products may be adversely affected by 

exchange rates, interest rates, or other factors.  Past performance of a particular investment product is not indicative of future 

results. 

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt 

(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or 

liquidity provider in the securities/instruments mentioned in this report. 

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking, 

sales & trading, and principal trading revenues.  

Whether, or in what time frame, an update of this analysis will be published is not determined in advance. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company 

available at www.hsbcnet.com/research. HSBC Private Banking clients should contact their Relationship Manager for queries 

regarding other research reports. In order to find out more about the proprietary models used to produce this report, please contact 

the authoring analyst. 

  



 

 

Free to View ● Economics - Global 
16 October 2020 

14 

Additional disclosures 

1 This report is dated as at 16 October 2020. 

2 All market data included in this report are dated as at close 15 October 2020, unless a different date and/or a specific time 

of day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund.  



 

15 

Free to View ● Economics - Global 
16 October 2020 

Disclaimer 
Legal entities as at 1 September 2020  

'UAE' HSBC Bank Middle East Limited, DIFC; HSBC Bank Middle East Limited, Dubai; ‘HK’ The Hongkong and Shanghai 

Banking Corporation Limited, Hong Kong; ‘TW’ HSBC Securities (Taiwan) Corporation Limited; 'CA' HSBC Securities 

(Canada) Inc.; HSBC France, S.A., Madrid, Milan, Stockholm; ‘DE’ HSBC Trinkaus & Burkhardt AG, Düsseldorf; 000 HSBC 

Bank (RR), Moscow; ‘IN’ HSBC Securities and Capital Markets (India) Private Limited, Mumbai; ‘JP’ HSBC Securities (Japan) 

Limited, Tokyo; ‘EG’ HSBC Securities Egypt SAE, Cairo; ‘CN’ HSBC Investment Bank Asia Limited, Beijing Representative 

Office; The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch; The Hongkong and Shanghai Banking 

Corporation Limited, Seoul Securities Branch; The Hongkong and Shanghai Banking Corporation Limited, Seoul Branch; 

HSBC Securities (South Africa) (Pty) Ltd, Johannesburg; HSBC Bank plc, London, Tel Aviv; ‘US’ HSBC Securities (USA) Inc, 

New York; HSBC Yatirim Menkul Degerler AS, Istanbul; HSBC México, SA, Institución de Banca Múltiple, Grupo Financiero 

HSBC; HSBC Bank Australia Limited; HSBC Bank Argentina SA; HSBC Saudi Arabia Limited; The Hongkong and Shanghai 

Banking Corporation Limited, New Zealand Branch incorporated in Hong Kong SAR; The Hongkong and Shanghai Banking 

Corporation Limited, Bangkok Branch; PT Bank HSBC Indonesia; HSBC Qianhai Securities Limited; Banco HSBC S.A. 

Issuer of report 

HSBC Bank plc 

8 Canada Square, London 

E14 5HQ, United Kingdom 

Telephone: +44 20 7991 8888 

Fax: +44 20 7992 4880 

Website: www.research.hsbc.com 

This document is issued and approved in the United Kingdom by HSBC Bank plc for the information of its Clients (as defined in the Rules of FCA) and those of its affiliates only. If this research 

is received by a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of business in place between the recipient and such affiliate. In Australia, this publication 

has been distributed by The Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the general information of its “wholesale” customers (as defined in 

the Corporations Act 2001).  Where distributed to retail customers, this research is distributed by HSBC Bank Australia Limited (ABN 48 006 434 162, AFSL No. 232595).  These respective 

entities make no representations that the products or services mentioned in this document are available to persons in Australia or are necessarily suitable for any particular person or appropriate 

in accordance with local law. No consideration has been given to the particular investment objectives, financial situation or particular needs of any recipient. 

The document is distributed in Hong Kong by The Hongkong and Shanghai Banking Corporation Limited and in Japan by HSBC Securities (Japan) Limited.  Each of the companies listed above 

(the “Participating Companies”) is a member of the HSBC Group of Companies, any member of which may trade for its own account as Principal, may have underwritten an issue within the last 

36 months or, together with its Directors, officers and employees, may have a long or short position in securities or instruments or in any related instrument mentioned in the document. Brokerage 

or fees may be earned by the Participating Companies or persons associated with them in respect of any business transacted by them in all or any of the securities or instruments referred to in 

this document. In Korea, this publication is distributed by either The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") or The Hongkong and 

Shanghai Banking Corporation Limited, Seoul Branch ("HBAP SEL") for the general information of professional investors specified in Article 9 of the Financial Investment Services and Capital 

Markets Act (“FSCMA”). This publication is not a prospectus as defined in the FSCMA. It may not be further distributed in whole or in part for any purpose. Both HBAP SLS and HBAP SEL are 

regulated by the Financial Services Commission and the Financial Supervisory Service of Korea. This publication is distributed in New Zealand by The Hongkong and Shanghai Banking 

Corporation Limited, New Zealand Branch incorporated in Hong Kong SAR. 

The information in this document is derived from sources the Participating Companies believe to be reliable but which have not been independently verified. The Participating Companies make 

no guarantee of its accuracy and completeness and are not responsible for errors of transmission of factual or analytical data, nor shall the Participating Companies be liable for damages arising 

out of any person’s reliance upon this information. All charts and graphs are from publicly available sources or proprietary data. The opinions in this document constitute the present judgement 

of the Participating Companies, which is subject to change without notice. From time to time research analysts conduct site visits of covered issuers. HSBC policies prohibit research analysts 

from accepting payment or reimbursement for travel expenses from the issuer for such visits. This document is neither an offer to sell, purchase or subscribe for any investment nor a solicitation 

of such an offer. 

HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. The information contained herein is under no circumstances to 

be construed as investment advice and is not tailored to the needs of the recipient.  All US persons receiving and/or accessing this report and intending to effect transactions in any security 

discussed herein should do so with HSBC Securities (USA) Inc. in the United States and not with its non-US foreign affiliate, the issuer of this report. In Singapore, this publication is distributed 

by The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch for the general information of institutional investors or other persons specified in Sections 274 and 304 of the 

Securities and Futures Act (Chapter 289) (“SFA”) and accredited investors and other persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. Only Economics 

or Currencies reports are intended for distribution to a person who is not an Accredited Investor, Expert Investor or Institutional Investor as defined in SFA. The Hongkong and Shanghai Banking 

Corporation Limited, Singapore Branch accepts legal responsibility for the contents of reports pursuant to Regulation 32C(1)(d) of the Financial Advisers Regulations. This publication is not a 

prospectus as defined in the SFA. This publication is not a prospectus as defined in the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai 

Banking Corporation Limited Singapore Branch is regulated by the Monetary Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking Corporation 

Limited, Singapore Branch" representative in respect of any matters arising from, or in connection with this report. Please refer to The Hongkong and Shanghai Banking Corporation Limited 

Singapore Branch’s website at www.business.hsbc.com.sg for contact details. HSBC México, S.A., Institución de Banca Múltiple, Grupo Financiero HSBC is authorized and regulated by 

Secretaría de Hacienda y Crédito Público and Comisión Nacional Bancaria y de Valores (CNBV).  

In Canada, this document has been distributed by HSBC Securities (Canada) Inc. (member IIROC), and/or its affiliates.  The information contained herein is under no circumstances to be 

construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. No securities commission or similar regulatory authority in Canada has 

reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the securities described herein, and any representation to the contrary is an 

offense. In Brazil, this document has been distributed by Banco HSBC S.A. ("HSBC Brazil"), and/or its affiliates. As required by Instruction No. 598/18 of the Securities and Exchange Commission 

of Brazil (Comissão de Valores Mobiliários), potential conflicts of interest concerning (i) HSBC Brazil and/or its affiliates; and (ii) the analyst(s) responsible for authoring this report are stated on 

the chart above labelled "HSBC & Analyst Disclosures". 

The document is intended to be distributed in its entirety. Unless governing law permits otherwise, you must contact a HSBC Group member in your home jurisdiction if you wish to use HSBC 

Group services in effecting a transaction in any investment mentioned in this document. HSBC Bank plc is registered in England No 14259, is authorised by the Prudential Regulation Authority 

and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a member of the London Stock Exchange. (070905) 

If you are an HSBC Private Banking (“PB”) customer with approval for receipt of relevant research publications by an applicable HSBC legal entity, you are eligible to receive this publication. To 

be eligible to receive such publications, you must have agreed to the applicable HSBC entity’s terms and conditions (“KRC Terms”) for access to the KRC, and the terms and conditions of any 

other internet banking service offered by that HSBC entity through which you will access research publications using the KRC.  Distribution of this publication is the sole responsibility of the 

HSBC entity with whom you have agreed the KRC Terms.  

If you do not meet the aforementioned eligibility requirements please disregard this publication and, if you are a customer of PB, please notify your Relationship Manager.  Receipt of research 

publications is strictly subject to the KRC Terms, which can be found at https://research.privatebank.hsbc.com/  – we draw your attention also to the provisions contained in the Important Notes 

section therein. 

© Copyright 2020, HSBC Bank plc, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, 

mechanical, photocopying, recording, or otherwise, without the prior written permission of HSBC Bank plc. MCI (P) 077/12/2019, MCI (P) 016/02/2020 

   
[1157666] 

 


	Defying gravity
	Housing's held up
	Low interest rates
	This recession has been different
	People want to move
	Fiscal: Supportive in some places
	On top of housing-specific policies, the nature of policy stimulus to provide households with income support has kept housing market buoyant in some parts of the world and, while a factor in many developed markets, this has been particularly clear in ...
	Construction on hold

	What's next?
	Monetary policy to remain supportive
	Will the recession spread?
	Will people still be keen to move when offices re-open?
	While the next stage of the remote working boom may be that jobs are advertised globally rather than locally, meaning that proximity to an office may be less relevant for so-called 'digital nomads', for many workers the return to offices (even if part...
	Will the fiscal tap turn off?

	Policy considerations: High house prices aren’t just good news
	Central banks: a low priority for now?

	Disclosure appendix
	Analyst Certification
	Important disclosures
	Additional disclosures

	Disclaimer

