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Introduction

The rental market plays an important role for the mobility of the labor market, as 
it facilitates a quick change of place of residence. The mobile labor market, in turn, is 
the basis for an effective economy, especially for a rapidly growing economy, where 
allocations of qualified workers are needed. Also the rental at market rate is very 
important. Historically, the European housing system began to develop from rental 
housing, when it accelerated the processes of urbanization in connection with the 
industrial revolution. The rather bad experience of the unregulated rental market 
in the absence of housing caused the reaction of the state and housing policy in the 
form of supporting the development of rental housing with regulated rents and the 
promotion of owner occupied flats financed by a loan. Restrictive relationships were 
regulated between tenants and apartment owners. As a consequence, the share of 
market rents in European countries began a long-term decline up to the 1960 s. During 
this period, Western European countries have reached a state of prosperity. The high 
saturation with apartments made the governments to limit its involvement in this 
sector. The housing situation that we observe at the beginning of the 21st century 
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is, to a large extent, determined by historical experience and is very diverse between 
European countries.

Based on Eurostat data, it can be noted that countries with lower GDP per capita 
have a higher share of ownership flats (see Figure 1). The levels of GDP per capita have 
not been shown, as the chart becomes illegible. Augustyniak et al. (2013) analyzed the 
tenure choice determinants in Europe and found that the history, the current economic 
situation, the financial sector and demographic situation have a strong impact on 
it. Similar results were found by Andrews and Sanchez (2011a) for OECD countries. 
Figure 1 shows that the highest share of ownership (mostly without debt) is in the CEE 
countries, and the second group, with a certain share of indebted dwellings, are the 
countries of Southern Europe. The main reason for the dominance of owner-occupied 
dwellings in the countries of Central and Eastern Europe was the privatization carried 
out in the 1990 s, which transformed municipal, cooperative and company resources 
into privately owned flats. In Poland, the sale of premises on preferential terms was 
a form of compensation for very low wages in socialist times, but also a shock absorber 
for social shocks, acting against high unemployment and other costs incurred by the 
society during the transformation period (Augustyniak et al., 2013).

Figure 1. Distribution of the population by tenure status in 2011 (left bar) and 2016 (right bar) 
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Hegedüs et al. (2018) provide a good overview of housing policies in Eastern 
European Countries, while in a companion paper Haffner et al. (2018) show how private 
rental housing in Western European countries works. Andrews and Sanchez (2011b) 
point out that the housing policy in various OECD countries has a common feature, 
namely that in general owner occupied housing is supported through tax subsidies 
and eased access to mortgages. A detailed overview of social housing policies in Europe 
is presented in Scanlon et al. (2015). We refer to those papers for further reading. 
Historical experience shows that a good system of satisfying housing needs should 
be diverse and adapted to regional requirements. Young people who are studying 
or entering the job market need cheap rental housing. Only with time will they be 
able to rent more expensive apartments, or decide to purchase one, which requires 
a significant down payment. Privately owned flats are a very important financial asset 
of households, they are also a method of securing savings for the future. Especially for 
older people, it becomes a financial security for the rest of their lives, because they do 
not need to pay a rent, while they can rent them to others and earn some money, or take 
a reverse mortgage. The flat can also be passed down to the family, especially children.

Blanchflower and Oswald (2013) demonstrate for the U. S., that an excessively 
high share of owner-occupied housing can have a negative impact on the level of 
employment. The authors show that regions with a higher share of owner-occupied 
housing usually have a higher unemployment rate, which results from less mobility 
of employees and problems with commuting. Also the structure of the lease has an 
impact on labor mobility. Barcelo (2006) shows that people in France, Germany, Italy, 
Spain and Great Britain that rent at market rates are more willing to move to find a new 
job than people who rent at subsidized rents or are owners. Moreover, owners who had 
to pay a mortgage were more willing to move than those who were not indebted. We 
interpret this in the following way. Those who rent at reduced rates are worried to lose 
this subsidy and are less willing to move. Those who have a mortgage need to find 
a new job quickly, as otherwise they can have problems to pay back the mortgage 
and risk a foreclosure. It should be added that selling a flat requires some time and 
involves costly fees. Secondly, the problem of unemployment affects usually a given 
location, and when many people are willing to migrate, house prices in this location 
fall. Selling a house under such a situation generates a loss.

Most houses are purchased with the support of loans, which have a significant 
impact on the banking sector. The recent global financial crisis was triggered by 
excessive purchase of housing, including assets that exceeded the financial capabilities 
of borrowers. In most OECD countries, there was a long-term discrepancy between prices 
and rents or income (see André et al., 2014). Such a phenomenon can be interpreted 
as a bubble indicator, as the no-arbitrage condition between renting and buying does 
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not hold. Theoretically, when prices are too high, the demand for flats for rent should 
increase, which would reduce the demand for ownership (drop in prices) and increase 
the demand for rental (increase in rents). The price in the long run should be equal 
to the discounted rents, therefore the price-to-rent ratio should fluctuate around 
a certain level. However, recently there has been no balancing for two reasons. The first, 
purely economic factor are low interest rates in developed countries (see for example 
the analysis of the UK housing market in Aoki et al., 2004). The second, more complex 
factor is the fact that the flat is both a durable consumer good and an investment 
object (Łaszek, 2013). Interlacing these two functions is enhanced by the desire to buy, 
especially in the conditions of price increases. It seems that only a sufficiently large 
amount of flats for rent, constituting a viable alternative to the consumer, is able 
to mitigate the demand for owner occupied housing. However, cyclical and strong 
changes in prices and demand for housing, especially those related to loans, should 
be subject to state intervention.

1.  Development of the housing market in Poland since the transformation

Similarly to other post-socialist countries, owner occupied housing dominates 
in Poland. Ownership gives the owner a sense of security, but hinders work mobility. 
In Poland, in 2016, approx. 83% of flats were owner-occupied, while approx. 17% of 
flats were rented (including approx. 12.5% flats rented at a preferential, reduced rate). 
In recent years, the mortgage cost was falling, and incomes were constantly growing. 
Moreover, since April 2012 the act on the protection of the house buyer’s rights has 
reduced the risk of the buyer associated with the purchase of real estate at different 
stages of construction (i.e., also pre-sale contracts) from the developer. All these factors 
contributed to purchases of apartments, including newly constructed ones.

Since the beginning of the transformation, there is a shortage of flats for rent at 
market prices in Poland, and for a very long time the market functioned in a non-
professional and informal system, where private persons who have an additional flat 
were landlords. The rental was expensive because the owner asked for a risk premium 
to cover the excessive protection of the tenant (see inter alia Gromnicka and Zysk, 2003). 
Often, older apartments of a lower standard were rented. Some people inherited such 
flats, some changed the old ones to the new ones, and rented the first ones.

The second segment of the rental market is social housing, directed to the poorer 
part of the society. This segment usually includes apartments with moderate rents, 
directed to economically weaker groups and social apartments that are directed 
to the poorest. In Poland, such housing was municipal, owned by large state owned 
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companies and cooperative housing. Most of them are privatized by now, while the 
rest remains fully occupied.

Previous government programs aimed at the construction of new apartments 
focused mainly on private housing. This was the consequence of social preferences 
that resulted from many years of socialism and the domination of social or cooperative 
ownership. In addition, the governmental programs Rodzina na swoim (Family on its 
own, operating in the years 2006–2012) and Mieszkanie dla Młodych (Housing for the 
young, operating in the years 2014–2018) had a large, positive impact on the housing 
sector. These programs were aimed at the middle class, who needs help in a smaller 
extent (see NBP, 2011 for a detailed analysis). However, this is characteristic for many 
developed countries, where the middle class has a big political power. Consequently, 
these programs have weakly supported both the labor market and the needs of weaker 
economic groups. The new governmental program Mieszkanie plus (Housing plus), which 
is described in more detail in Chapter 3, attempts to develop more socially oriented flats.

The idea of constructing rented flats with moderate rents for middle-income people 
was brought to life by the Towarzystwa Budownictwa Społecznego (Social Housing 
Associations) established by the Act of October 26, 1995. However, this program did 
not bring the expected results due to design errors of the program. Private housing 
investments were burdened with high rental risk (risk of vacancy, broken contracts 
and the risk related to the unregulated problem of evicting unwanted or non-paying 
tenants). Rental rates are unregulated, although they are at a relatively stable level.

The rental sector began to develop structurally in Poland only after 2013, when the 
protection of tenants was reduced and at the same time the demand for labor in large 
cities increased. However, this market still cannot be considered as professional. In 
the case of professional rental, the entire building or even the estate is bought by 
investors, which allows for the diversification of risks and through the economy of 
scale, reduces costs.

The situation of the rental market in major Polish cities can be analyzed on the 
basis of information presented on Figure 2, 4 and 5, which are borrowed from the NBP 
(2019a) report, and with information shown on Figure 4, which was based on data 
published by the NBP (2019a). The rental market consists of two participants and both 
the tenant and the landlord need to have economic incentives to stay in the market. 
For the first one, the flat must be available physically and economically affordable, for 
the second one rental must be economically viable. Rental rates are slowly increasing 
(see Figure 2), which may result from the improvement of the quality of rented 
apartments. The rate of return of the landlord exceeds slightly the cost of buying a flat 
with a mortgage (see Figures 2 and 4), which means that investing in rental housing 
is profitable. Estimates of the number of flats purchased for rent in the primary 
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market of the 7 largest cities in Poland (no official data is available so far) shown in 
Figure 5, indicate an increase in the share of such flats since 2013. Low credit costs, 
low alternative costs and the relaxation of the previously very strong protection of the 
tenant have a positive impact on the development of the rental market. The analysis 
of the availability of sq. meters of flats purchased with a mortgage or acquired by 
renting in Warsaw and the 6 largest cities (see Figure 3) shows that a buyer can get 
a larger flat than a renter. This analysis did not take into account the high purchase 
costs that apply both during the purchase and also during the later sale, when one 
wants to move. Further on, apartments for rent can be entered almost immediately, 
and in most cases they are fully furnished. Contrary, a newly purchased flat usually 
requires significant repairs and furniture and other equipment needs to be acquired, 
which generates costs. 

Figure 2.  Average transaction rent per 
sq.m. on the secondary market 
in selected cities

Figure 3.  Estimated availability of mortgage 
financed or rented housing in sq.m., 
for Warsaw and 6 biggest cities
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Note to Figure 2: “Price per square meter of housing 40% 
SM and 60% SM; the price per square meter of housing 
in the PM was increased to include the average costs of 
home finishing; the analysis does not take into account 
the high transaction costs in  the housing market and 
the potentially long time needed to  exit from such an 
investment”.

Source of the figure and the note: NBP (2019a, p. 13), source 
of the data: NBP.

Note to  Figure 3: “Availability of loan-financed housing 
– a measure specifying how many square meters of housing 
may be purchased with a  housing loan obtained basing 
on the average monthly wage in  the enterprises sector 
in  a  particular market (GUS), in  view of bank’s lending 
requirements and loan parameters (interest rate, maturity, 
minimum wage understood as the minimum income after 
payment of loan instalments) at an average transaction 
price of housing (40% in  the primary market and 60% 
in the secondary market) in a particular market (BaRN)”. 
(this description bases on information provided by NBP 
(2019a), p.  14). In case of renting, the monthly wage is 
divided by the rent.

Source: authors’ own calculations based on NBP (2018) and 
GUS (CSO) data.

The analysis did not take into account the costs of water, heating and electricity etc., 
and the payments made to the cooperative or the manager of the flats (maintenance, 
insurance, renovations, etc.), as they are practically the same, regardless of the form of 
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tenure status. It should also be added that the owner of the flat, especially the one who 
rents his flat to others, must take into account renovation work. In a slowly growing 
rental market, including a professional one, the landlord needs to modernize his flat 
to make it competitive, which also generates costs.

Figure 4.  Profitability of home rental 
(average in Warsaw and 6M) 
as compared with alternative 
household investments

Figure 5.  Estimated housing demand on the 
primary market (in Warsaw and 
6 biggest cities) and its components
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Note to  Figure 4: “Values exceeding 0 denote higher 
profitability of purchasing property for rental to  third 
persons than other household investment. This analysis 
does not take into account high transaction costs in the 
housing market and potentially long payback periods”.

Source of the figure and the note: NBP (2019a, p. 15). Source 
of data: NBP, GUS (CSO). 

Note to Figure 5: “It is assumed that demand is composed of 
consumer and investment demand, speculative demand is 
ignored. Consumption demand is the number of housing 
units sold per quarter on average in 2010, multiplied by the 
dynamics of the mortgage availability. Investment demand 
is the number of housing units sold per quarter on average 
in 2010, multiplied by 10% (for I 2007 – II 2013), 20% (III 2013 
– IV 2016) and 30% (after I 2017), multiplied by the dynamics 
of the profitability of housing investment in  comparison 
to cash investments (90% deposit rate and 10% government 
bonds rate)”.

Source of the figure and the note: NBP (2019a, p. 15), Source 
of the data: NBP, REAS/JLL, ZBP, GUS (CSO). 

The profitability of investment into rental housing can be also analyzed in a similar 
way to the commercial property market, that is by calculating the yield and the ROE 
– the return on equity. Yield is simply the annual rental income to the price of housing 
per square meter. The ROE is calculated in the following way. First, we need to assume 
different levels of financial gearing. For simplicity we assume an investment fully 
financed with cash (the LTV is 0%), one where the LTV is 50% and also a highly leveraged 
investment with a LTV of 80%. In order to calculate the financial profit we take the 
rental income, subtract the tax of 8.5%, the interest payment and also the amortization 
of 1.5%. Unlike in case of commercial real estate, the tax is paid on the whole rental 
income, before the deduction of any costs4. The results are presented in Table 1. The 

4 However, in case of commercial real estate investment firms pay a higher tax, namely the CIT which is 19%.
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calculated yield or capitalization rate was around 6 to 7%, a figure that is also found 
in commercial property investments5. But the ROE is significantly lower. When the 
whole investment is financed with cash, the ROE is around 4%, a value that only slightly 
exceeds the risk free return on government bonds. When a financial leverage is used, 
we get even lower rates of return. For a LTV = 50% the ROE is by nearly 1 percentage 
point lower, in case of a high gearing where the LTV = 80%, the ROE is even below 1%. 
This might be surprising, as gearing should increase the ROE. The reason is the tax 
which is paid upfront on the whole rental income. In case of a commercial property, 
all expenses are deducted from the rent and the tax is paid only on what is left. This 
also explains why in the case of residential real estate investment financial leverage 
decreases the ROE.

Table 1.  Estimated rate of return on investment in housing of 50 sq.m. in Warsaw

Date
Transaction 
rent (PLN/

sq.m.) 

Transaction 
price PM 

(PLN/sq.m.) 

Calculated 
capitalization 

rate

ROE when 
LTV = 0%

ROE when 
LTV = 50%

ROE when 
LTV = 80%

Average market 
rates of return on 
10‑year Treasury 

bonds

2013 Q4 43.5 7989 6.4% 3.8% 2.4% –0.4% 4.4%

2014 Q2 43.4 8132 6.3% 3.6% 1.6% –0.7% 3.4%

2014 Q4 41.4 8187 5.9% 3.4% 1.5% –0.5% 2.6%

2015 Q2 43.8 8108 6.3% 3.7% 2.6% 0.3% 2.8%

2015 Q4 45.0 8201 6.4% 3.8% 2.7% 0.3% 2.8%

2016 Q2 46.4 8155 6.7% 4.0% 3.0% 0.5% 3.0%

2016 Q4 48.4 8356 6.8% 4.1% 3.3% 0.7% 3.3%

2017 Q2 47.9 8621 6.5% 3.9% 2.9% 0.5% 3.3%

2017 Q4 49.7 8854 6.6% 3.9% 3.1% 0.6% 3.4%

2018 Q2 51.2 9120 6.6% 4.0% 3.2% 0.6% 3.2%

2018 Q4 52.2 8259 6.8% 4.1% 3.4% 0.8% 3.1%

Assumptions: Transaction price per square meter of housing in the primary market increased by finishing costs (+PLN 
800.00/sq.m.). Loan in PLN granted for 25 years, equal instalments payable four times a year. Amortization of 1.5% (two 
complete renovations in the period of 100 years). Occupancy 95%.
Taxable with lump-sum tax of 8.5%. The calculated capitalization rate includes amortization costs. CIT. ROE – net income/ 
equity.

Source of the table and the note: NBP (2019b, p.28), source of data: NBP (data and calculations), MF (rate of return on 
10-year bonds).

5 Currently, the yields in the prime commercial real estate investments are even lower, see NBP (2019) for 
more details.
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2.  Overview of the current housing program, which focuses  
on rental housing

The analysis of the latest housing programs in Poland is based on NBP reports 
(2017; 2018) and on information from the website of the Ministry of Investment 
and Development6.

In September 2016, the Council of Ministers adopted the National Housing 
Program, which aims to: *) increase access to housing for people with incomes that 
currently prevent the purchase or renting of a flat on a commercial basis (the aim 
is to increase the number of flats per 1,000 inhabitants from 363 currently to 435, 
which is the EU average), *) increase the possibilities of meeting the housing needs 
of people at risk of social exclusion due to low income or a particularly difficult life 
situation (the aim is to reduce by the year 2030 the number of people waiting for 
communal rental housing to zero, while the current figure is around 162 thousand 
households), *) improve housing conditions and technical condition of the housing 
stock and increase energy efficiency of housing (the aim is to reduce the number of 
people that live in substandard conditions7 from approx. 5.3 to approx. 3.3 million 
by the year 2030).

This housing program is evolving, but originally it was based on four principles:
1) Widespread availability of low-rent housing (including rental with the option 

to claim ownership), in favor of large families and families with low incomes (all 
citizens will have the right to apply for rent). It is assumed to increase support for 
social housing construction, including those built by housing cooperatives, social 
housing associations or other entities (e.g. developers). The support instrument 
will be a subsidy for municipalities (20% of investment costs), which will build 
with the investors the apartments with a low rent for a specific group of people 
(selected among others by income criteria). The rent for such a flat should not be 
higher than 4% of the replacement value. The program assumes the possibility of 
saving for the purchase, construction and renovation of an apartment or a single-
family home with the use of the so-called housing sub-accounts. The funds are to be 
collected on Individual Housing Accounts, established in banks and cooperative 
savings and credit unions. Savings are to be exempt from income tax on capital 
gains. It is assumed that some housing goals will be supported by a premium paid 

6 Ministry of Investment and Development. Available at: https://www.miir.gov.pl/strony/zadania/mieszkanie-
plus/ (Access Date: 15.11.2018).

7 As substandard are considered buildings with poor technical condition, with missing technical installations, 
and the overcrowded ones.
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from the state budget, the amount of which will depend, among others, on the size 
of the family. In addition, municipal companies as well as housing cooperatives 
and social housing associations will be able to apply for preferential loans (with 
a budget subsidy) at the state development bank Bank Gospodarstwa Krajowego 
for the construction of social rental apartments or cooperative housing. In this 
case, the rent should not exceed 5% of the replacement value.

2) Stable and effective financing, using land belonging to the Treasury for the 
construction of apartments for rent, which will increase their availability. The land 
will be transferred to the National Housing Operator and other entities with the 
status of housing operators for the construction of apartments for rent, including 
the option to claim ownership.

3) Modern, economical and safe living conditions. Provision is made for instruments 
to improve the technical standard of existing housing stock, thus improving 
housing conditions. National and European funds will support renovations and 
thermo-modernization investments. Support for the revitalization processes 
in degraded areas will be continued. It is assumed to support the creation of 
technical infrastructure accompanying housing construction.

4) A good law. New regulations are planned, which will cover the functioning of the 
rental market, the organization of the investment and construction process, as 
well as the functioning of housing cooperatives, communes and social housing 
associations in order to facilitate the construction of housing and the management 
of the constructed resource. The basic action will be the preparation of a new 
Urban Planning and Construction Code. Regulations of the functioning of the 
rental market will be changed. Rationalization of the principles of managing 
the housing stock is planned. The development of housing cooperatives in the 
segment of available apartments was assumed. An amendment to the Act on 
housing co-operatives will be prepared.
Currently, as part of the commercial pillar of the “Mieszkanie Plus” (housing plus) 

package, BGK Nieruchomości (BKG real estate) is carrying out investments on land 
owned by local government units and private entities. In July 2018, a new element was 
introduced – “Mieszkanie na start” (housing for the start), which aims to subsidize the 
rent for new apartments. So far, the proposals of the national housing program had 
little impact on the housing market. However, they contain incentives for the future. 
In order to obtain tax discounts, there is an obligation to sign official agreements and 
pay taxes. Such incentives force landlords out of the gray zone, moreover they can 
help to make the rental market work in a proper, transparent way. In the future the 
program may simplify the access to rental housing.
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Conclusions

In Poland, owner occupied housing still dominates, which results directly from 
the privatization of housing during the transformation of the system. In addition, 
also the housing programs in the years 2000–2018 supported ownership housing. 
A factor that prevented the creation of a significant rental market was the excessive 
protection of the tenant, which was changed in 2016. In recent years, low mortgage 
costs and low alternative costs motivate a part of the society to invest in rental 
housing. Private landlords increase the amount of flats for rent, but they also carry 
a risk. Especially, when the flat was bought with a mortgage and it was assumed 
that the mortgage would be repaid with the rental income. Another risk factor may 
be the demographic changes, i.e., a decrease in the number of young people, with 
a simultaneous increase in the number of people over 60, which will shift the demand 
for housing in terms of size and location. It is necessary to observe the impact of the 
government program for the construction of apartments for rent, which can alleviate 
the problem of shortage of flats for rent.
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