
Introduction

Real estate, and especially land are probably the basic and oldest assets and consumer 
goods at the same time. Their importance and development in the past took place 
along with demographic development and advances in communication technology, 
which enabled the expansion and civilization of new areas. Their significance meant 
that they became a symbol of prestige and power and their tool, as well as an indicator 
of wealth. At the same time, next to land, building, industrial and infrastructural real 
estate also gradually gained in importance.

The rapid development of owner occupied type residential properties in the 20th 
century along with the necessary financial system was associated with their extensive 
promotion by the state, as it provided social peace and a strong motivation to work 
efficiently. The contemporary development of real estate, especially residential and 
commercial, in developed countries is more associated with the development of a post-
industrial society, which is based mostly on the development of services, including those 
provided by real estate. This is associated with accelerating the development of large 
agglomerations in which globalization processes have triggered the strongest synergies.

While service, office or industrial real estate is becoming the subject of technical 
progress and, as in the case of skyscrapers, more and more sophisticated technologies, 
the dominant, in terms of value, residential real estate is produced very traditionally. 
Despite this, the end of the 20th century and the beginning of the 21st are a period 
of unprecedented growth in economic and social significance of real estate, in both 
the positive and negative sense of the word.

The modern building real estate sector (residential and commercial real estate) 
has a high economic burden and, as a consequence, problems with its functioning are 
spreading to the entire economy. The value of the real estate stock accounts to about 
50% of national wealth and 2–3 times of GDP, which is the sum of the society’s annual 
income. The services produced by real estate are a dozen or so percent of GDP, while 
the capital expenditure on development and maintenance of the stock is another 
several percent. The microeconomic significance of real estate is equally important. 
Housing expenses, depending on what we consider in them, can reach up to 40% of 
household budgets. Because residential real estate transactions are based on bank 
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loans, their servicing takes usually 20 or even 30 or more percent of household 
budgets, and loan portfolios can exceed 50% of GDP. Consequently, the real estate 
sector has a strong influence on the financial sector. At the end of the 20th century 
and at the beginning of the 21st century, this relationship deepened, leading to the 
real estate or housing crises. This phenomenon is favored by the susceptibility of the 
real estate market to speculation and cyclical fluctuations and the myopia of economic 
actors, including regulators. An additional factor is the difficulty of obtaining reliable 
information about this market, including basic price indices. However, significant 
progress has been made in this field.

The social role of housing has not changed, it still meets basic housing needs, and 
the basic forms are owners occupied housing and various forms of state-supported 
social housing. The social role of housing is in some contradiction with private housing 
bought for a housing loan and this contradiction was and is the cause of social conflicts, 
mitigated by the housing policy of the state.

In the twentieth century those so-called classical sector problems were joined by 
new ones, related to the globalization process. The increased role of global financial 
institutions as a consequence of the opening of international financial markets has 
resulted in accelerated sectoral flows, increased speculation and subsequent crises. 
It is also a period of rapid development of the sector and accelerating development 
of large agglomerations.

A relatively new problem is the emerging ecological threat associated with 
excessive consumption, especially of energy. Real estate is highly energy consuming, 
both in the construction process and in operation. At the same time, the increase in the 
population and income triggers strong demand for housing. It is also the result of 
migration pressure from the poorest to highly developed countries, which is influenced 
by climate change, a significant and growing stimulus of migration processes. Those 
problems can generate deep social and technological changes in the housing market. 
Looking at the currently observed problems these changes can be of negative nature, 
meaning that living conditions will deteriorate.

Another factor, whose significance will grow in the coming years, and which has 
so far been considered only theoretically, is the progressing automation, the inevitable 
consequence of computerization and technical progress. As historical experience 
shows, this phenomenon can lead to major social problems that will affect the housing 
sector and other real estate. However, it is difficult to anticipate new housing policy 
tools. Everything has already been tested here many times. What can change is the 
scale of the problem and the housing policy response.

Finally, it should be pointed out that the chapters were written just before the 
COVID-19 pandemic broke out. They should be now read with some caution, as the 
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pandemic has a significant impact on the whole economy. However, the pandemic is 
still not over, while its impact on the economy not fully known. Therefore, it would 
not be wise to try to implement it into the articles.

Part I: Old problems and new challenges in housing

The phenomena discussed briefly are reflected in the contents of the presented 
book. It is opened by two studies of a more general nature. The first of them, by 
Kasprzak discusses issues related to the so-called the fourth industrial revolution 
and its impact on the real estate sector. The so-called fourth revolution is not precisely 
defined in the literature, but it is widely believed that it concerns processes triggered 
by the progressive IT revolution, such as the automation of production processes, 
the platformization of the distribution of goods and services, the implementation 
of artificial intelligence. Its impact will go far beyond the real estate sector, where 
it will have a particularly strong impact on office, commercial and retail properties.

The second chapter is a study on municipal housing by Kofner. It goes in its scope 
beyond the set topic, de facto discussing the theoretical basis and experience of local 
housing policy from the position of various concepts of economic organization of society 
(liberalism, social democracy, etc.). Housing policy always has a local dimension and 
reminding of these issues is particularly important in the face of anticipated problems.

The remaining studies focus on traditional sector issues. For the convenience of 
the reader, they have been grouped into three main parts: II / measuring real estate 
prices, III / functioning of the real estate market and the financial sector and IV / social 
and institutional issues of the sector. The chapters present new approaches to known 
issues or interesting problems.

Part II: Measuring real estate prices

Price dynamics research and the analysis of supply and demand factors have been 
classic topics of sector analyzes for several decades. The hedonic theory proposed by 
Rosen and later the development of econometrics, including spatial autoregression 
analysis, have set a new level in the real estate market analysis, opening and discovering 
new research fields and problems.

The chapter by Łaszek et al. is, in fact, a critical analysis of spectral filters used 
to analyze real estate cycles. The authors analyze the usefulness and effects obtained 
using the commonly known Hedrick-Prescott and Christiano-Fitzgerald filters for 
cycle analyzes on the housing market in Poland and Warsaw, where there is also 
extensive data available for indicator and structural analyzes, but at the same time 
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the quarterly price series only start in 2006. They also verify the filters on the house 
prices for Ireland and Spain, i.e., where strong housing cycles have occurred and the 
time series start in 1970.

The chapter by Bárcena et al. concerns the problem of attributing price factor 
dynamics in hedonic house price indexes. The problem of shadow price dynamics is an 
old problem, usually solved by a rolling window of subsequent years added to the data 
being the basis for estimating shadow prices or by non-parametric methods, including 
using spline functions. This chapter proposes another elegant non-parametric method 
and shows the results of practical estimations.

Łaszek and Waszczuk raise another classic topic of the interaction between the 
influence of the planner and the market for development land. Nowadays, nobody 
denies the need to maintain the disciplinary effect of the market on the city space and 
the complementary impact of planning that corrects known market failures. Planning 
without a market ultimately leads to a wasteful and wrong use of city space, similar 
problems arise in a pure market lead market, where regulations are absent. The authors 
analyze the relationship between urban rent, building intensity and allocation of land 
from a historical perspective. They try to illustrate how long it takes to correct space 
misallocations from the times of the centrally planned (socialist) economy through 
market mechanisms in contemporary Poland.

Zakaria and Fatine present a chapter which deals with the interesting and 
developing housing market in Morocco, but it should be considered a starting point 
for further discussion. The authors propose a Hedonic Brownian Motion Index for 
three major cities of the capital region of Morocco (RABAT Region) in order to simulate 
house prices, because they only have data for a single year. They apply the Brownion 
motion analysis which is known in the financial market to predict the evolution of 
house prices. The discount parameter and the other parameters are calculated with the 
help of the parameters obtained in the hedonic regression. It requires further research 
to verify if such an approach can be applied also to the house prices in other countries.

Part III: Functioning of the real estate market and the financial sector

The chapter by Ryczkowski presents a relatively new tool, which is the wavelet 
analysis for the study of causal relationships in the real estate market. The question, 
whether bank credits or house prices move first, is investigated on the example of 
Poland. The discussion about the causality in the course of events: an increase in loan 
disbursements, an increase in prices, etc. has a long history and sometimes resembles 
the question about the beginning and end of a circle. After the crisis in 2006–2008 
in the US, it took on a more political character when the ones guilty for generating 
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bubbles and the subsequent crises were sought in this market. The answer to the 
question raised at the beginning will not be unambiguous and will largely depend 
on the research assumptions made, including those regarding a delayed response. 
Institutional analysis can also help. Classic causality measures, such as the Granger 
test, do not give good results here, but the wavelet analysis turns out to be promising.

On the other hand, the problem of price bubbles on the European market is 
very practical, especially for bodies such as ESRB responsible for macroeconomic 
stability. Voigtländer and Schuster propose measuring bubbles on commercial 
real estate markets based on the indicator of the full cost of the user and the effective 
rent. Traditionally, these indicators have been used for a similar purpose with owner 
occupied housing, however there are no contraindications to their use in the commercial 
sector. The authors, using the proposed tool, also measure the tensions in the largest 
European markets.

The real estate sector consists of stocks and flows. Ahmed analyzes sector flows 
based on the well-known Leontiev input-output matrix model. In addition, links with 
the financial sector are analyzed. The aim of the study is to answer the question of the 
importance of the real estate sector in the economy. The results of the survey may be 
helpful in anticipating the consequences of sectoral shocks.

Arhelger and Kim analyze the changes in the value of German real estate after 
the financial crisis. For the purposes of their calculations, the authors use traditional 
hedonic indices based on hedonic regression. Since market valuations are based on the 
official methodology of the German Association of Property Valuers, the authors use 
a terminology that deviates from the traditionally used one in econometrics, which 
is also interesting to see the difference between the econometric hedonic regression 
approach and its regulatory formulation.

Rybacki tackles the problem of the credibility of the monetary policy pursued 
by the ECB. Proper monetary policy is particularly important from the real estate 
perspective, which is very sensitive to changes in interest rates. Low interest rates, even 
when they comply with the Taylor rule, often lead to excessive property appreciation 
and tensions in this market, which requires special attention of the macro-prudential 
supervision. The author, using econometric tools, attempts to estimate to what extent 
the ECB, BOE and FED policies were in line with the Taylor rule and to what extent they 
had an impact on the resulting price bubbles.

In the last article in this chapter, Matysiak et al. raise issues surrounding the 
modeling of the development of local housing construction markets in the largest cities 
in Poland. When aggregate housing demand is considered as a potential explanatory 
variable when analyzing individual markets jointly, the panel regression results are 
weak. The explanation is the impact of local (city) factors, including unobserved 
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factors, which play a major role. The authors propose that the drivers of construction 
should be analyzed in terms of ‘city clubs’, where house prices converge within each 
club. Their results show that construction starts react differently to various economic 
variables in the different clubs, and show that construction starts have a local nature. 
Construction starts in different cities can be analyzed jointly if the cities are grouped 
in an economically meaningful way.

Part IV: Social and institutional issues of the sector

This part of the book contains interesting case studies on housing policy, social 
and rental housing from various countries. Łaszek et al. describe the development 
of the private rental market for housing in Poland. During the socialist period, the 
rental market was considered as capitalistic, abandoned and prohibited and replaced 
by state-owned and cooperative housing. Despite the change in the political system 
after 1989, pre-WWII and communist regulations remained virtually unchanged, 
blocking the development of a properly functioning private rental market. These 
regulations were lifted in 2015 contributing to the housing boom, which was to a large 
part generated by rental housing.

The case study by Głusińska and Przybylska is, in turn, a description of an 
interesting initiative that is a social rental agency. It acts as an intermediary between 
private tenants from higher risk groups and landlords, disciplining tenants and 
guaranteeing repayment of rent to the owner. This example shows that an effective 
housing policy does not need to be a large and expensive project, but can be also 
effectively realized on a local scale.

The third chapter by Schaefer is a case study of French development of rental 
housing at moderate rates. Just as Americans have an extensive experience in mortgage 
lending and the liquid owner occupied housing market, the French experience with 
state-supported social housing is a classic example in the history of housing policy.

Dötsch investigates the recent situation of the Hungarian residential property 
market, covering economic, urban and social factors as well as housing policies, 
especially subsidies and taxation. He starts with the key findings of an international 
research project financed by the European Commission concerning the question of 
how residential property can be used to ensure liquidity in old age by means of “equity 
release schemes”, which covered Germany, Hungary, Ireland, Italy, the Netherlands 
and the UK. Taking these results into account, the chapter discusses the results of 
a short survey of the prospective shift in ownership structure due to demographic 
change, regional disparities on the one hand and expectable social tensions on the 
other in Hungary.


