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The Direction of Economic and International Affairs (DAEI) of the Ministry of Ecology, Sustainable Planning and Development (MEDAD) has just published in its collection « SESP en bref » (Nr 20, July 2007) a paper
 by Laurent Fauvet, an analyst with the Bureau of Syntheses on Housing and Property, about existing-home purchases by foreigners in France from 2000 to 2004. 

We summarize here a few salient results presented in this paper, hoping to entice the reader into reading it in full.

Foreign purchasers’ share of French existing-home purchases remains limited : in 2004, 7.1%, of which non-residents 3.7% and residents 3.4% (table 1).  It grew by half from 2000 to 2004, mainly because of a threefold increase of purchases by Britons (table 2).
Table 1 : number of existing-home purchases by individuals in 2004 by buyer’s nationality and residence
	
	Number
	% of total

	Foreigners
	53 000
	7,1%

	    (of which non-residents)
	(28 000)
	(3,7%)

	    (of which residents)
	(25 000)
	(3,4%)

	French
	697 000
	92,9%

	    (of which non-residents)
	(6 000)
	(0,8%)

	    (of which residents)
	(691 000)
	(92,1%)

	Total
 
	750 000
	100,0%


Source : MEDAD / DAEI / SESP after Notaries’ databases.

Table 2 : number of existing-home purchases by individuals from 2000 to 2004, by buyer’s nationality (residents and non-residents together)

	
	2000
	2004

	French
	Number
	701 000
	697 000

	
	Change
	
	-1%

	Foreigners
	Number
	35 000
	53 000

	
	Change
	
	(+51%)

	(Of which British)
	(Number)
	(6 000
	(19 000)

	
	(Change)
	
	(+217%)

	(Of which other)
	(Number)
	(29 000
	(34 000)

	
	(Change)
	
	(+17%)

	Total

	Number
	736 000
	750 000

	
	Change
	
	+2%


Source : after MEDAD / DAEI / SESP based on Notaries’ databases Source : MEDAD / DAEI / SESP after Notaries’ databases.

In terms of purchase profile, resident foreigners are globally closer to French residents than to non-resident foreigners.  Nevertheless, a distinction should be made between southern nationalities present in France for many years (Spaniards, Italians, Portuguese, Algerians, Tunisians, Moroccans and Turks) and northern nationalities, resident and non-resident citizens of which have similar purchase profile.

Nine out of ten non-resident foreigners are citizens of the European Union (chart 1).  23% of them purchase from a seller of the same nationality.  They are older than French buyers by 8 years, and more often retired.  They purchase homes more expensive than average (by 13% for detached houses and 32% for apartments).  This appears as a consequence of their higher economic background and of their correlated choice of the location, nature and quality of the homes they purchase.

Proportionately, compared to French buyers, non-resident foreigners purchase more individual houses than apartments, Southern France and coastal regions being overrepresented (map 1
).  The various nationalities are nevertheless very differentiated: Britons and the Dutch purchase almost only individual houses and favour rural areas (where their share of transactions can be locally very high), Italians prefer apartments and rather urban areas.
Chart 1 : share of non-resident foreigners’ existing-home purchases in 2004, by buyer’s nationality
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Source : MEDAD / DAEI / SESP after Notaries’ databases.
Map 1 : share of non-residents in home ownership changes, by canton, year 2004
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Source : MEDAD / DAEI / SESP from Filocom.  All types of ownership changes, whether by sale, inheritance or donation.  The % are the proportions of non-resident owners after the change of ownership.
The case of British buyers is singular.  Their number trebled from 2000 and 2004, and in 2004 they represented 57% of non-resident foreign buyers.  Since they purchase overwhelmingly individual houses, they represented 72% of individual house purchases (but only 27% of apartment purchases) by non-resident foreigners in 2004.
Why such an explosion?
The paper, which is mostly descriptive, does not treat of the causes of the explosion of Britons’ home purchases in France: why did it begin in the late 1990’s, and not earlier or later?  Why is it specific to British nationals?

We provided some answers in a previous paper
, based on a long term analysis.
Prior to WWII, there used to be a long-established British tradition of home purchases in France, particularly in coastal resorts, motivated by vicinity, by a quality of life better in some respects and by lower home prices, stemming both from a lower home price / average income ratio and from a lower average income.

After WWII, this tradition was progressively interrupted by the unprecedented economic decline experienced by the United Kingdom: in 1976, the average disposable income by household was lower in the UK than in France by 45%, whereas for the past centuries and into the 1950’s it had been higher.  Home prices and average income per household in a given country being narrowly linked, this relative collapse in terms of income sharply decreased the price differential between British and French homes.

This decline of British income and home prices with respect to their French equivalents carried three consequences : on one hand, Britons’ income decreased as a proportion of French home prices, thus reducing by as much their property purchasing power in that country ; on the other hand, the resale of a home in the UK could finance a smaller proportion of the purchase of a home in France, thereby an additional decrease in Britons’ property purchasing power in that country; finally, French homes’ price advantage with respect to their British equivalents was diminished, which reduced their appeal.

From the late 1970’s, all this process was reversed.  British households’ average income grew much faster than French ones’, catching up with it in the late 1990’s then exceeding it by 10% in 2005.  A home price / income ratio still much higher in the United Kingdom than in France restored the traditional home price differential between both countries.

The same causality as previously developed its effects, that time in reverse.  It restored both Britons’ property purchasing power in France and French homes’ price advantage over their British counterparts.  The undervaluation of the £ following its expulsion from the European Exchange Rate Mechanism in 1992 temporarily delayed this process, only making its consequences more visible when the £ rebounded in 1997, thus triggering the revival and explosion of Britons’ home purchases in France
.
Preliminary results show a decrease by around one third in Britons’ home purchases in France in 2005 and 2006 compared to 2004.  That home prices grew faster in France than in the UK by 15% from 2004 to 2006 may have contributed to it.






� Conseil Général des Ponts et Chaussées (MEDAD).


� Downloadable on � HYPERLINK "http://www.statistiques.equipement.gouv.fr/article.php3?id_article=837" ��http://www.statistiques.equipement.gouv.fr/article.php3?id_article=837�.


� This total includes only purchases by individuals.  Including corporate buyers, the total number of existing-home purchases is 800 000.  See “The number of existing-home transactions”, J. Friggit, English version of a paper published in Études Foncières, Nr 126, March-April 2007, downloadable on � HYPERLINK "http://www.adef.org" ��www.adef.org�, “statistiques”.


� See note � NOTEREF _Ref172691620 \h ��3�.


� Due to the difficulty of isolating sales from other types of ownership changes (inheritance, donation) at a fine local level, map 1 takes into account all types of ownership changes.  The difference compared with a map reflecting only sales should be minimal.


� Cf. Exhibit 1 “Comparing French and British Home Prices in the Long Term” of the working paper “Long Term (1800-2005) Investment in Gold, Bonds, Stocks and Housing in France – with Insights into the USA and the UK: a Few Regularities”, January 2007, J.Friggit, downloadable on � HYPERLINK "http://www.adef.org" ��www.adef.org�, “statistiques”.


� Other factors such as longer retirement years and better communications also contributing to this phenomenon.





