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Introduction

This paper describes briefly the French social housing sector and discusseshow the 
financial forecast 2017–2057 will most likely affect it. The French social rental sector 
consists of 5 million homes managed by public and private non profit organizations. 
For more than a century, most of these properties have been financed through off-
market funds provided by private savings gathered in a special fund “Fond d’Epargne” 
managed by a public financial institution Caisse des Dépôts (CDC). A regular survey 
regarding the financial soundness of the social rental housing organizations is 
published by the Economic Department of CDC (Fonds d’Epargne). The loans enjoy 
a duration of 40 years or more and reach an average total of 14B EUR per year. According 
to widely acknowledged macroeconomic variables, the survey simulates the financial 
balance of 565 social housing organizations for the next 40 years. As usual in such bold 
exercises, the main purpose is to test the variation of the long-term trends according 
to some strategic variables. The present time of low interest enables to accelerate the 
redemption of the capital, which might guarantee that the social sector could deal with 
its growing debt (146 bln EUR in 2018) while delivering good services to its tenants 
and keeping a steady level of investment suited to the need of low-income households.
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Social rental housing is owned and managed through a network of various 
organizations, Public Office (OPH), Social housing companies (ESH), Cooperatives 
and Local semi-public companies (SEM-EPL). This sector includes more than 5 million 
dwellings DHUP, 2019).

Social housing has a share of 18% of the total housing stock in France (29.8M 
dwellings). The total housing stock includes 58% of owner-occupied and 24% private 
rental and miscellaneous.

Most of the social housing stock is owned by 253 OPH and 220 ESH. It consists of 
84% flats and 16% houses, with an average area of 69 m2. 39% of the buildings are in 
energetic class A, B or C and 61% are class D or less. Average monthly rent is 400 EUR 
(580 EUR average private rental) or 5.69 EUR per sq.m. These averages include four 
different categories of social homes with rents ranging from 4.94 EUR per sq.m. to 
8.28 EUR per sq.m.

The social housing stock increases yearly through new construction or buying 
and refurbishment of existing buildings, 74,000 new units in 2017. It decreases with 
demolitions (10,000) and sales to sitting tenants (9,000). Some dwellings encounter 
commercial vacancy, in areas with a lot of affordable homes, or technical vacancy for 
low quality buildings. Average vacancy rate is 3% (8% average rate for the entire housing 
stock in France). The demand for social rental housing is strong in large cities and 
in areas with a steady economic growth (Hoorens, 2019).

Turnover rate is 9.2%, higher than owner-occupied (3%) and lower than private 
tenants (>20%). This rate is lower in areas of high demand and higher on balanced 
markets.

1. Retrospective financial analysis of social housing stock 2012–2017

Social housing organizations (SHO) are not for profit bodies and were created 
with a very low level of equity. They are exempted from the company tax and from 
tax on benefit. The turnover (24 bln EUR) mainly consists of rents from their housing 
stock. Some extra income is provided from renting garages, parking lots, commercial 
premises and from supplementary activities like land development or housing 
development for sale.

Loan instalments absorb 40% of the receipts and management fees amount to 25%. 
Maintenance costs constitute 3.6 bln EUR, 15% of the receipts. There is a constant 
debate if this amount is enough for keeping a good quality of service for the tenants.

Land tax costs 10% of the receipts as social housing enjoys land tax exemptions 
only during the first 25 years after completion.



IV.3. Financial Forecast 2017–2057 for the French Social Housing Sector, Hopes and Uncertainties  295

Self-financing funds from operating rental property accounts up to 9% (of the 
turnover 2017), increasing from 7.5% in 2012. It is completed by extraordinary revenues. 
These non-recurring revenues are provided by the sales to sitting tenants.

The financial balance of this rental activity (receipts 24 bln EUR) is very sensitive to:
 § Change of rents which should vary according to a rental index linked with inflation;
 § Change of rate of interest of the loans, which varies as well according to the 

inflation rate.
Loans to SHO are mostly (80%) provided by a financial institution (CDC) which 

manages private demand savings (“Livret A”) up to 240B EUR. These funds are partly 
invested on the financial market and partly lent to SHO long term (40 years) at off-
market rate. These savings enjoy a rate of interest which should be between inflation 
rate and market rate (EONIA). The interest of the loans granted to OHS will vary 
according to the same rules.

Debt repayments have been decreasing for the last five years with the general 
trend of low rate of interest. The strategy of the SHO and CDC has been to decrease the 
share of interests meanwhile accelerating the reimbursement of capital. This should 
be profitable in the long term for the SHO.

The mechanism could be considered as consistent if the inflation rate decreases, 
the rent increase is slow, and the interest of the debt as well. The international financial 
situation is now paradoxical with the market rate being below inflation.

With a self-financing above 2.1 bln EUR for the last ten years, SHO have been 
providing enough equities for building 100 000 dwellings a year, one fourth of the 
total housing construction in France (Hoorens, 2019).

Each social dwelling (average cost of 145,000 EUR in 2018) is financed up to 80% 
with loans (40 years, variable rate), 8% with public subsidies (Central government, 
local authorities, Action Logement) and 12% with equities.

Global balance sheet of SHO in 2017 reached 96 bln EUR of equity capital and 
169 bln EUR of long-term debt.

2. Financial forecast 2017–2057

SHO receive loans with duration of 40 years (or more). For each building a financial 
simulation of operating cost during 40 years is calculated. This approach might be 
adapted for the entire social housing sector. CDC, as the main baker of social sector 
since 1896 provides such forecast, according to hypothesis which is discussed with 
the Ministry of Housing, the SHO and other partners.
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Apart from the macroeconomic constraints, social sector must comply with the 
rules enacted by the Ministry of Finance.

The Government has required the SHO to lower down the rent of some category of 
(very) low income tenants, in order to reduce the expenses of personal aids. Demand-
side allowances have a budget cost of 18 bln EUR, one of the highest budgetary expenses 
for the Ministry of Housing. 8 bln EUR are paid to social housing tenants and cover 
one fourth of their housing expenses. The balance (10 bln EUR) is paid to tenants 
housed in the private sector and to elderly homes. A reduction of 1.3 bln EUR of the 
housing allowances, without any cost for the tenants, obliges the SHO to lower their 
rent by a similar amount each year.

SHO used to pay a lower rate of VAT, 5.5%, for their construction. The rate has been 
increased up to 10% but except for products dedicated to very low-income tenants and for 
building in urban renewal neighbourhood. An increase of VAT will translate into higher 
costs of 850M EUR in 2019 and the following years with a steady pace of new production.

The new governmental rules are partly counterbalanced by various financial 
measures granted by CDC to its customers: Equity capital grants (lack of interest for 
20 years), extension of duration for some loans, debt restructuring, interest rebates 
for buildings to be demolished, fixed interest loans and zero interest loans for thermal 
insulation. Similar financial aids are developed by Action Logement, a specialized 
institution for housing, financed by private employees.

Parameters:
 § The demand saving (“Livret A”) rate of interest is estimated at an average of 1.7%, 

inflation rate 1.5% and EONIA 1.9% until 2028. The rate of interest of the loans 
to SHO is calculated according to the rate of “Livret A” (plus 0.6%).

 § The rate of interest of “Livret A” is equal to max [(1/2 inflation+1/1 EONIA); 0.5%]. 
Its present value is 0.75%, and should probably be cut to 0.5% in 2020. The macro-
economic hypothesis is a slow growth of this rate up to 1.7% with EONIA 1.9% 
within 20 years.

 § Rent should increase according to the rent index by 1.5% a year.
 § From 2020 to 2022 SHO should keep a stable rhythm of production of 100,000 

dwellings per year and renovate 125,000. This level of production should decrease 
after 2026 by an average of 63,000 units per year.

 § Sales to sitting tenants should be increased from 9,000 up to 12,000 per year and 
an additional share of 5,000 units may be sold through special bodies. Demolitions 
should decrease from 11,000 units per year to 9,000 per year.
Assuming the fact that the global rhythm of construction in France could stay 

similar to the present one, social housing stock should represent 20% of the total 
housing stock in 2038 reaching a figure of 7 million of dwellings.
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The detailed financial forecast provides the following results (Gilquin, 2019):
 § Lowering the rents will reduce self-financing which should remain at 8% (of 

the total turnover) from 2020 to 2027, thanks to low rate of interest and the 
abovementioned countermeasures.

 § It will then decrease to 2% (of the receipts), 1 bln EUR, until 2040 due to the 
hypothesis of increase of the rate of interest. After 2040, the debt should decrease 
and self-financing could reach 6% and more than 2 bln EUR).

 § The low level of equities could be partly counterbalanced by exceptional income 
from sales to sitting tenants. But the two mechanisms are linked as selling assets 
decreases the volume of rent especially from high quality buildings.

 § The cost of the debt (12 bln EUR) is 40% (of the receipts) from 2020 to 2027. It will in  - 
crease up to 45% (25 bln EUR) from 2028 to 2039. The debt should decrease after 2040.
The financial income per dwelling enables to calculate the financial efficiency 

of the sector notwithstanding its growth. The financial income per dwelling will be 
growing from 2017 (1,500 EUR) to 2035 (2,500 EUR) and will strongly decrease until 
2045 (<1,000 EUR), increasing only after 2050.

Conclusions

The main question is to know if the social housing sector will be able to supply 
the needs of the low-income groups with a new production of good quality while 
renovating its existing stock. The forecast is done using a «voluntarist» hypothesis of 
production of 100,000 dwellings per year.

A 40 years forecast is a daring exercise. It is necessary and quite common for 
infrastructure construction and management. Perhaps one could consider that the 
main banker of the social sector is rather optimist for its customers, considered as 
a whole. CDC concludes that SHO should manage both a growing outstanding debt 
and a growing housing stock.

 § The global forecast doesn’t provide information about the future of some 
organizations, especially the more fragile ones.

 § The growth of the social housing stock might be unequal between the various 
local markets, and might be difficult in the most expensive markets.

 § The forecast is sensitive to the hypothesis made for different parameters. A growth 
of the inflation should be linked with a growth of the rent. And hopefully with 
income of the tenants. It should increase the equities. An increase of short-term 
market rate (EONIA) will increase the instalments and deteriorate the financial 
balance. The gap between inflation rate and EONIA will be a decisive variable.
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 § A rate of interest of “Livret A” at 0.5% should be a strong improvement of the 
financial burden of the SHO. Rent freezing will conversely affect their capacity 
of production and renovation. Whatsoever the future of the economy in France 
and the Union, there will be a significant share of households with low income 
in need of cheap housing. At any time, as it happened in the past, the Government 
might decide a rent freeze for the social tenants.
Some variables could be more deeply scrutinized. Is it possible to decrease the 

cost of management of social housing, without harming the social support for the 
tenants? Could economy of scale reduce the cost of maintenance for the SHO? Since 
2017 French SHO have been invited to merge for reaching a minimal size of 12,000 
dwellings or becoming members of organizations reaching this scale. The Ministry 
of Housing estimates that organizations above 12,000 dwellings have management 
costs slightly above smaller organizations. The statistics might be distorted as SHO 
situated in the capital region are larger and have higher costs of management. Van den 
Broeck and Winters (2019), studying SHO in Flanders conclude that “the effect of scale 
enlargement is not unambiguous”. Altogether, it is not sure that a significant decrease of 
the cost of social housing management could be expected.

For years, the Ministry of Finance has been expecting that more sales to sitting 
tenants should bring to the SHO enough equity to keep a high level of production. Such 
an approach has limits as mentioned in the CDC survey. The sales reduce future rents, 
especially on amortized dwellings which are the more profitable ones. CDC forecasts 
take into account level of sale which might be reasonable according to the local markets.

Optimistic or realistic, this exercise of long-term simulation is done for opening 
the path to more analysis and dialogue on housing policies between the social partners.
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