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Housing affordability in regions and cities

In metropolitan areas, buying a house in the city centre is
30% more  expensive  than  in  the  suburbs,  on  average.
However,  after  the  COVID-19  outbreak  and  the  rise  of
teleworking, house prices have been growing faster in the
suburbs relative to the central neighbourhoods.
Adequate and affordable  housing is  key for  well-being and
inclusive and resilient societies. A lack of affordable housing
can  also  limit  economic  opportunities  linked  to  residential
mobility and contribute to labour shortages in some places. In
the 15 years before the COVID-19 pandemic, house prices
increased dramatically in most OECD countries. Such a trend
makes it hard for people, especially those living in large and
dense  agglomerations,  to  access  sufficient-size  and  good-
quality housing. Fast-growing house prices and overall housing
costs also put extra pressure on the budgets and quality of life
of people. Housing costs have increased constantly since 2005
and they account for the largest share of household expenditure
(OECD, 2021).
Households  spend  from  one-tenth  to  one‑third  of  their
disposable  income  on  housing  (including  rent  and
maintenance), depending on the region and country where they
live. Differences within countries suggest that households living
in capital regions and, more generally, in metropolitan regions
struggle the most to afford housing. Indeed, in half of the OECD
countries with available data, capital-city regions are the most
expensive in terms of housing. In those regions, households
spend  on  average  one-fifth  of  their  disposable  income  on
housing. Regional gaps in housing affordability are the highest
in Austria, Belgium, Germany and the UK, where the share of
household income spent on housing is 7 pp higher in the most
expensive regions than in the least expensive ones (Figure
4.9).
Stark differences in house prices across types of regions can
also limit home ownership. The lack of possibility of buying a
dwelling is associated with lower economic security and social
mobility for households, as well as higher wealth inequality for
societies (OECD, 2021). In 2021, for 17 OECD countries with
available data, buying a house in a metropolitan region was 40
pp more expensive than in a region far from a metropolitan
area, on average. The largest gaps between types of regions
were in Denmark, Estonia, Hungary and Ireland (above 50 pp)
(Figure 4.10).
Beyond the type of regions, house prices are also very unequal
between and within cities (functional urban areas, FUAs, of 100
thousand people or more). House prices increase with city size
and proximity to the city centre. On average, house prices per
square metre in large metropolitan areas are twice the prices in
small-  or  medium-sized  cities.  In  addition,  within  large

metropolitan areas (FUAs of 1.5 million people or more), house
prices are 30% higher in the city centre compared to suburban
neighbourhoods (Figure 4.11).
Nevertheless,  the  COVID-19  pandemic  and  the  rise  of
teleworking  might  be  reshaping the  demand for  housing  in
metropolitan areas (Ahrend, et al., 2022). Based on new and
granular data from 14 OECD countries, house price inflation
within metropolitan areas was lower in central neighbourhoods,
relative to the suburbs, after the COVID-19 outbreak. From
2020 Q1 to 2021 Q2, house prices increased by 7% in central
neighbourhoods, while they increased by more than 12% in
areas farther away from the city centres (60 km and more)
(Figure 4.12).

Definition

Housing costs as a percentage of disposable income
considers  the  expenditure  of  households  in  housing  and
maintenance  of  the  house,  as  defined  in  the  SNA
(P31CP040: Housing, water, electricity, gas and other fuels;
P31CP050: Furnishings, households’ equipment and routine
maintenance of the house).

Sources
See country metadata in Annex B.
Ahrend, R. et al. (2022), “Changes in the geography housing
demand after the onset of COVID-19: First results from large
metropolitan areas in 13 OECD countries”, OECD Economics
Department  Working  Papers,  No.  1713,  OECD  Publishing,
Paris, https://doi.org/10.1787/9a99131f-en.
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housing-2021.

Figure notes
4.11: Prices were first normalised (from 0 to 100) by country,
where 100 is the most expensive small area units (SAUs) in
country.  Only  16  OECD  countries  with  data  available  are
included: AUT, BEL, DEU, DNK, ESP, FIN, FRA, GBR, HUN,
IRL, KOR, MEX, NOR, PRT, SWE and USA.
4.12: For visualisation purposes, the lines are smoothed using a
LOESS method. Only 14 OECD countries with data available
are included: AUT, BEL, DEU, DNK, ESP, FRA, GBR, HUN,
IRL, KOR, MEX, PRT, SWE and USA.
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4.9. Regional disparities in housing costs, 2020
Cost of housing as a share of disposable income, large regions (TL2)

StatLink 2 https://stat.link/ofmxrq

4.11. House prices in cities, 2021 H1
Small area units in FUAs of at least 100 000 inhabitants

StatLink 2 https://stat.link/jcwbvi

4.10. Difference in house prices by type of region, 2021 H1
Small regions (TL3)

StatLink 2 https://stat.link/yz3epa

4.12. Evolution of house prices within metropolitan areas,
2018 Q1-2021 Q2

Small area units in FUAs of at least 1.5 million inhabitants

StatLink 2 https://stat.link/xgfpqv
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