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In H1 2025, residential market activity was
primarily driven by smaller deals. The
reduction in investment in Q2 2025 (-20%
y/y) offset gains made in Q12025 (+33% y/y).
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a INVESTMENT VOLUME

The European residential investment volume reached
€18.3bn in H1 2025, stable compared to H1 2024. Despite the
decrease of large-scale deals in Q2 2025, smaller-scale deals
continue to drive residential market activity keeping the
sector's share of volume at 20% of total real estate
investment.

Government bond yield fell by an average of 21 bps, while
residential city yields remained unchanged compared to the
previous quarter. Consequently, the spread increased in Q2
2025, it now ranges from 50 bps in Warsaw to 211 bps in
Lisbon.

The countercyclical nature of residential property continues
to be a factor in fueling investor attention. Investors expect
robust rental growth in the sector as the imbalance between
demand and supply persists in large urban cities.

However, the sector faces two main challenges. The first is
the threat of much tougher rental regulation across Europe.
There is an inconsistent approach across Europe with some
countries debating introduction of rental capping. The second is
a lack of large lot sizes (especially portfolios) that enable
investors to buy at scale. Hence, in H1 2025, less than half of
transactions were portfolios.

Transactions above €100M account for 33% of the total
volume and 27 deals out of the 476 closed. Greater activity
occurred in the €100-€200M segment where 20 transactions
occurred, 9 deals more than H1 2024. Deals below €50M are
where most activity occurred at 46% in volume and 396
transactions, 30 more than H1 last year.

In H1 2025, Private Investors were the most active buyers
(44%) in the market, driven by ample liquidity and a strong
appetite for seizing new opportunities. They were followed by
Investment Managers (31%) who are increasingly focused on
diversifying their portfolios. Both increased their market share
compared to H1 2024, by 9 p.p and 8 p.p respectively.

German buyers were the most active investors in the
residential sector and strengthened their position, from 18%
in H1 2024 to 24% in H1 2025. Danish (12%), Swedish (11%)
and Spanish (7%) buyers were also more active. The deployment
of capital by British (19%), Dutch (7%), and French (6%) investors
was lower than a year ago.
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Mortgage rates
022025 rates (%) and g/qvariations (bps) compared to 012025

RESIDENTIAL PRICES

Residential prices across European cities expanded on
aggregate by +5.5% in Q1 2025 vs Q1 2024.

6 cities experienced double-digit growth, including Valencia
(+21%), Madrid (+17%), Copenhagen (+15%), Warsaw (+14%),
Barcelona (+11%) and Manchester (+10%). This is mainly due to
the high residential demand from local and foreign buyers
and the limited housing supply. In Spain, second and luxury
residences are the most sought-after. In Warsaw, the
profitability of the rental market is attracting capital flows to
residential assets creating pressures on Polish residential
prices. In contrast, house prices continued to fall in Lyon (-6%
yly), and London (-2% y/y). House price decline was also
observed in Brussels (-9% y/y).

In most European cities, mortgage rates have fallen because
of monetary easing: Euro area mortgage rate stands at 3.30%
in Q2 2025. However, household’s housing purchasing power
(HPP) is expected to remain weak across cities. An
improvement is not necessarily expected due to rising property
prices. The pathway for HPP will depend on whether lower
interest rates or higher prices dominate market activity.
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Residential house prices’
€/sqm- 012025
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ROME RENTAL GROWTH IN 1 2025

Demand in the letting market
continues to rise despite high rental
values. The factors supporting this dynamic
include lower purchase affordability, greater
profitability of short-term tourism rental and
supply shortages. The latter is created by a lack
of new housing construction and magnified in
some cities by rent regulations.
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Despite central bank rate cuts, housing purchasing power
remains lower in most European cities than 3 years ago:
reduced ability to buy persists. Consequently, rental demand
is increasing, leading to rental growth at European level by
+4.7% yly in Q1 2025.

In Q1 2025, double-digit rental growth occurred in 6 of the
31 markets monitored: Rome (+16% y/y), Barcelona (+14% y/y),
Valencia and Madrid (+12% y/y), London and Manchester (+10%
).

Rent growth disparities have emerged, mainly across Italian and
Dutch cities. While Milan recorded a modest 1% y/y growth,
Rome experienced a sharp 16% y/y rise. Similarly, in the
Netherlands, Amsterdam showed almost no growth, whereas
Rotterdam saw a 7% y/y increase. This trend suggests a spillover
effect, with rental growth spreading to other major cities, as
people seek accommodation outside country’s capitals that have
the most expensive rents.

Residential rental values
€/sqm/month - 12025
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Housing permits in Europe
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BNP Paribas Real Estate is working on producing
indicators which are as comparable as possible. This is a
complex issue, due to cultural differences from market to
market. Nevertheless, as we aim to actively contribute to
the transparency of the markets, we have highlighted
those definitions and indicators which are strictly
comparable, so that our readers can understand what the
indicators mean

Exchange Rates into € are the average value observed over
the quarter.

INVESTMENT

Investment volume takes into account all residential
transactions registered by BNP  Paribas. Quoted
investment volumes are not definitive and are
consequently subject to change

Full-year investment volumes are made up by adding the
four quarters of each year.

Investment volume by investor/seller type refers to the
following categories: Bank / Finance / Insurance, Private
Investors, Public Sector, Property Companies & REITS,
Investment Manager, Funds and Other.

Investment volume by investor/seller nationality refers to
the following categories: Eurozone, Non-Eurozone, North
America, Other America, Asia, Middle East, Australia,
International and Other

LETTINGS & SALES

Mortgage rates refer to the composite cost-of-borrowing
indicator for households for house purchase and are
expressed in quarterly averages (ECB's definition), in %

Inflation (HCPI) is a broad increase in the prices of goods
and services that are bought for consumption purposes
(ECB's definition). The European Central Bank's (ECB)
inflation target is 2%

House prices refer to the average or median or hedonic
price per square meter of all dwelling types (apartments,
detached, semi-detached...) of a municipality

Rental values are the average or median or hedonic rent
per square meter per month of all dwelling types
(apartments, detached, semi-detached...) of a municipality.
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Supply shortage refers to the case when demand for
dwelling is higher to disposable supply.

Yield refers to the ratio of rental return over the house
price. To determine the net yield, additional housing
expenses (insurance, rates, taxes and all other general
building expenses) should be deducted.

*  Yield compression refers to reduction in the nominal
yield value. This can be due to a rise in dwelling's
market value, or a fall in rental return, or even due to
an increase in additional housing expenses, etc

*  Yield decompression refers to an increase in the
nominal yield value, this can be due to an increase in
rental return, or a decrease in the dwelling's market
value or even due to a fall in additional housing
expenses, etc.

Housing purchasing power is a more complete indicator
that considers several effects such as the change in
mortgage rates, household income and house prices. It
enables the computation of the volume of square meters a
household can purchase earning a local median income,
borrowing money over 20 years at the local mortgage rate,
for a local average price per square meter.

Rental affordability or rental burden represents the share
of housing expenditure for a 60 sgm dwelling in the
household disposable income

Buy or rent ratio shows the relationship between the
monthly mortgage repayment and the monthly rental
value of the same purchasable area. If the result is

. < 1: buying can be more preferably to renting, rent is
higher than monthly mortgage repayment.

. =1: to buy or to rent can be indifferent for household
due to same monetary value to pay by buying or by
renting.

. > 1: renting can be preferably to buying, monthly
mortgage repayment is higher to monthly rent for
the same purchasable area.

o GLOSSARY & DEFINITIONS

CONTACTS

Kaihvi Liu
Pan-European Residential Analyst
kaihui.liv@realestate.bnpparibas

Perrine Jakots
Head of Pan-European analysis
perrine.jakots@realestate.bnpparibas

Looking for a tailor-made analysis? Click here to
find out our service offer

BNP Paribas Real Estate cannot be held responsible if, despite its best efforts, the
information contained in the present report turns out to be inaccurate or incomplete. This
report is released by BNP Paribas Real Estate and the information in it is dedicated to the
exclusive use of its clients. The report and the information contained in it may not be
copied or reproduced without prior permission from BNP Paribas Real Estate.

This document is neither a personalised recommendation according to applicable
regulations. The products or services described herein do not take into account any specific
investment objective, financial situation or particular need of any recipient.

In any event, you should request any internal and/or external advice that you consider - BNP PARIBAS
necessary or desirable to obtain, including any financial, legal, tax or accounting advice, or X REAL ESTATE

any other specialist advice, in order to verify in particular that the investment(s) described
in this document meets your investment objectives and constraints, and to obtain an
independent valuation of such investment(s), and the risk factors and rewards. 50, cours de ile Seguin

92100 Boulogne-Billancourt
France

Tel.: +33 (0)1 55 65 20 04

Fax: +33 (0)1 55 65 20 00
www.realestate.bnpparibas.com

It should not be assumed that the information contained in this document will have been
updated subsequent to the date stated on the front page of this document. In addition, the
delivery of this document does not imply in any way an obligation on anyone to update the
information contained herein at any time.
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London NW1 6AA Tel: +351939 911125
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BELGIUM 10, rue Edward-Steichen Singapore 049319
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BNP PARIBAS REAL ESTATE, is a simplified joint-stock company with capital of €669,873,760 and headquarters at 50, cours de 'fle Seguin - CS 50 280 - 92650 Boulogne-Billancourt - France, registered on the Nanterre Trade and Companies Register under no. 692 012 180 - APE 7010 Z Code - Identification Number CE TVA FR
66692012180. Address: 50 cours de l'lle Seguin - CS 50280 - 92650 Boulogne-Billancourt Cedex. Phone: +33 (0)1 55 65 20 04
Fax: +33 (0)1 55 65 20 00 - www.realestate.bnpparibas.com. BNP Paribas Real Estate is part of the BNP PARIBAS Group (art. 4.1 of the French law 70-9, 02/01/70)

. = BNP PARIBAS
v REAL ESTATE

Real Estate for a changing world RESIDENTIAL MARKET | EUROPE 7



o< BNP PARIBAS
v REAL ESTATE

KEEP IN TOUCH WITH US, WHEREVER YOU ARE

H#BEYONDBUILDINGS
X @ ©

www.realestate.bnpparibas.com

FR200182 01XHWE
7]

@=H



	RESIDENTIAL MARKET
	Diapositive numéro 2
	Diapositive numéro 3
	Diapositive numéro 4
	Diapositive numéro 5
	Diapositive numéro 6
	Diapositive numéro 7
	Diapositive numéro 8

