
REAL ESTATE ISSUES Volume 39, Number 1, 2014

FEATURE

The Boom and Bust of the 
Greek Housing Market
BY NICHOLAS CHATZITSOLIS, CRE, FRICS, AND PRODROMOS VLAMIS, PH.D.

INTRODUCTION

The Greek residential market (and the Greek 
property market in general) has always been one of the 
pillars of economic growth in Greece. Since the early 
1950s the development industry has been one of the major 
contributors to and one of the most important sectors 
of the Greek economy.1 Th e construction industry in 
particular signifi cantly aff ected the country’s economic 
growth and because of that, its importance for the 
growth prospects of the Greek economy has never been 
questioned. Th e construction sector’s contribution to the 
GDP since the year 2000 ranges between six and eight 
percent in both current and constant prices,2 while it 
employs more than seven percent of the total country’s 
labour force.3 Also, the construction sector aff ects 
heavily, although indirectly, other sectors of the Greek 
economy such as mining, building material, electrical 
equipment, etc.4  

During the fi rst four years of the economic crisis, public 
investment for development projects was dramatically 
reduced. To illustrate this point further, focusing on the 
construction industry in particular, according to the 
Hellenic Statistical Authority, a steady annual decline of 
more than eight percent since 2006 has been registered 
every year in terms of building permits issued. Th us, the 
crisis that the Greek residential market is currently facing 
can mainly be attributed to the current fi scal stance of 
the Greek economy.5 Th e 2008 crisis in the United States 
subprime loans market and the increase in oil prices are 
still aff ecting liquidity in markets, the cost of capital, 
economic growth and capital markets at large. Th is 
negative economic environment aff ects the European 
Union countries and Greece, too. Economic repercussions 
of the crisis cannot be entirely estimated since the crisis 
is ongoing.

Th e Greek housing market may be characterized as 
imperfect and opaque. Th ough the commercial market has 
gone through a phase of regulation during the late 1990s 
and the early years of the 21st century, the residential 
market still retains all its peculiarities and is seen by 
the average Greek as the “peoples’ investment market.” 
Regardless of various fi scal and taxation measures aimed 
at regulating this market, a number of cultural, social 
and fi nancial considerations, along with a recent 
dramatic drop in terms of property values, have 
prevented its improvement. 
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Th e purpose of this article is to present a general overview 
and a critical discussion of the developments in the Greek 
residential market and identify and analyse the possible 
links with all its “peculiarities.” Th ese peculiarities include: 
1) the “counter performance” development process, which 
is unique by global standards; 2) the ill-based concept that 
every family must own two or three residential units for 
“security” purposes—and that this type of security was 
favoured, in light of the high infl ation environment of the 
70s, 80s and mid 90s, as the best type of infl ation hedge 
investment by virtually all diff erent income classes of 
Greek households; 3) the extensive land fragmentation6 in 
Greece; 4) the high rate of owner occupation; and, 5) the 
trend to concentrate residential development in virtually 
two cities (Athens and Th essaloniki). 

Our analysis indicates that the above considerations 
result from a number of socioeconomic problems that 
are hard to resolve. Th is fact along with lack of demand 
for the acquisition of new homes makes developers 
more conscious and selective when measuring their risk. 
Residential real estate experts now state that recovery of 
the housing market may take up to eight years in order to 
reach 2007–2008 levels. Recovery, however, depends on 
property taxes—namely capital transfer tax and capital 
gains tax.

Th is article presents data regarding the recession in the 
Greek housing market, a number of considerations under 
assessment as well as their impact on the residential 
market, and the authors’ conclusions. 

THE GREEK HOUSING MARKET AND THE 
CURRENT CRISIS

Th e latest available data from the Hellenic Statistical 
Authority7 reveals that the Greek economy is still in 
recession, with the growth rate of GDP being -2.6 percent 
(measured in fi xed prices, base year 2005) in 2013Q4 (in 
comparison to 2012Q4). Th is recession is reinforced by 
the existing negative psychology—crisis of confi dence—
because the market participants are afraid of the not-yet-
seen repercussions of the Greek debt crisis. Moreover, 
frequent changes to tax laws create uncertainty and reduce 
business confi dence.8 Th is is expected to negatively aff ect 
property transactions and, consequently, the companies 
engaged in the Greek construction sector, real estate 
services, etc. Also, the so-called “objective values”9 of real 
assets for both urban and rural areas are to be reviewed 
upwards—sometime between now and 2016—because 

they are unchanged since the year 2007. Th is might have a 
further negative eff ect on property transactions. 

VOLUME OF RESIDENTIAL PROPERTY 
TRANSACTIONS  

Data recently published by the (Central) Bank of Greece10 
show that the number of real estate transactions continues 
to fall, from 74,586 in 2009 to 74,457 in 2010; 42,814 in 
2011; 30,964 in 2012 and 23,801 in 2013 (Figure 1). 

Th e Quarter-on-Quarter (QOQ) picture for the volume 
of the residential property transactions for 2012 and 2013 
shows that property sales continue to fall, from 5,074 in 
2013Q2 to 4,321 in 2013Q3, and 3,841 in 2013Q4 
(Figure 2).
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BUILDING ACTIVITY

Th e latest available data published by the Hellenic 
Statistical Authority11 reveals that the volume of the 
overall (private and public) building activity across the 
country (measured by the number of building permits, 
both residential and commercial)12 has decreased by 27.4 
percent during the period January – November 2013 
(in comparison with the period January – November 
2012). As well, recently published data by the Hellenic 
Statistical Authority13 reveals that the production index 

in construction has fallen by 8.3 percent in 2013Q3 (in 
comparison with 2012Q3).

BANK CREDIT FOR THE DOMESTIC PRIVATE 
SECTOR: RESIDENTIAL MORTGAGES

Th e crisis that the Greek property market is experiencing 
also has been crucially linked to the Greek banking crisis 
and the consequent credit crunch that has emerged; 
commercial banks are facing liquidity constraints and 
thus, since December 2010, they keep reducing the 
available funds to the domestic private sector14 (Figure 3). 
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PRICE INDEX FOR GREEK HOUSING 

Th e severe crisis the Greek property market is currently 
facing has been mirrored by considerably lower housing 
prices. Th e excess supply of newly built houses for sale 
across the country is estimated by real estate market 
participants to be approximately 200,000. Moreover, 
household demand for newly built houses has been 
consistently decreasing because of the macroeconomic 

instability, which raises households’ concerns about future 
incomes and employment. Figure 4 presents how the price 
index for newly built houses (less than fi ve years old) and 
for older houses (more than fi ve years old) has evolved 
since the year 2009. A price index of apartment prices 
by geographical area is also presented in the same fi gure. 
As evident from Figure 4, house prices today stand at 
approximately 36 percent of what they were in 2008.

2009                                          2010                                         2011                                         2012                                         2013

Overall price index for housing (yearly average)
Index of apartment prices by age: Newly built houses (less than 5 years old)
Index of apartment prices by age: Older houses (more than 5 years old)
Index of apartment prices by geographical area: Athens

Index of apartment prices by geographical area: Thessaloniki
Index of apartment prices by geographical area: Other big cities
Index of apartment prices by geographical area: The rest of the
Greek cities

Source: Bank of Greece (2014a)
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THE GREEK HOUSING MARKET AS AN 
IDIOSYNCRATIC CASE

A rather frequent and common topic in Greek newspapers 
is real estate investment. When papers and journalists 
refer to real estate investment and property prices, it 
takes only a bit of reading to understand that they refer 
exclusively to the residential property market. And thus, 
when they refer to property values, these are in fact prices 
of apartments, maisonettes and houses. Surprising as it 
may sound, for the average Greek, a home has always 
been an “investment” that will supposedly grow year aft er 
year and will predetermine the fi nancial security of the 
younger members of the family. As a result, many middle- 
class Greeks invested most of their earnings and savings 
in a second home, and/or in an additional apartment for 
rental income, and maybe a third or a fourth residential 
property or small retail unit. Or so was the situation until 
2008 when all this ideal world of property price growth 
collapsed. Aft er more than fi ft y years of relying upon real 
estate as an investment, middle-class Greek households 
had to face the rapidly deteriorating house prices that 
today stand at approximately 36 percent of what they 
were in 2008 (see Figure 4). 

Th e owner occupier sector in Greece, as far as the 
residential market is concerned, is very strong and is 
considered to be the one of the highest in the European 
Union. As of 2009, the home ownership rate in Greece was 
estimated to be around 80 percent.15 Furthermore, middle 
and upper middle income groups enjoy second homes 
situated in their home town/village, many acquired in the 
booming decades of the 1980s, 90s and the early years of 
this century.

Apart from the social, cultural and fi nancial security 
considerations, another factor that has boosted the 
owner occupier sector is the high building development 
coeffi  cient in most urban communities. Th e introduction 
of high density building regulations in conjunction 
with relatively cheap land may have contributed to 
satisfying housing needs, but had a detrimental eff ect on 
the aesthetics of cities and towns, as well as on internal 
migration and balance of population at the national 
level. Young people in the 1950s, 60s and 70s migrated 
to Athens, Th essaloniki and other big towns to fi nd 
jobs, thus abandoning rural areas and the regions. Th e 
responsibility of the Greek political system at large is an 
important element here as it seems that the Greek political 
establishment has never aimed at a balanced development 

between rural and urban Greek regions. Th ey preferred 
to off er rural citizens promising jobs and a prosperous 
urban life through appointments to a central government 
department or the broader civil sector. 

Th e destruction of the Greek architectural heritage of the 
late 19th and 20th centuries through mass demolitions 
of neoclassical buildings as well as traditional buildings 
of the 1960s and 70s, to be replaced by ugly multi-story 
structures, resulted in the creation of densely populated 
neighbourhoods, with no local identity, no aesthetics, 
no green space, no parking facilities, thus resulting in 
a poor quality of life. In the view of the Greek political 
establishment, the transformation of low density urban 
communities—characterized in the past by beautiful 
traditional buildings and open spaces—into densely 
populated neighbourhoods was seen as progress and full 
accomplishment of housing needs. If we may say so, this 
proved to be a very short-sighted approach.

Government authorities turned blind eyes to illegal 
structures, extensions and additions to buildings, all of 
which bloated the owner occupier sector. Th is resulted 
in almost doubling the useable fl oor areas, mainly in 
detached or semi-detached houses and maisonettes. In 
many cases, a surveyor measuring a building quite oft en 
fi nds no compatibility between actual fl oor space and 
title deed content. City planning authorities have become 
stricter and tougher recently but fi nd it impossible to 
demolish illegal structures without then facing acute social 
problems. Accordingly, authorities try to resolve such 
issues through penalty payment enforcement measures. 
However, since mass breach of law has taken place, it is 
diffi  cult to secure settlement of fi nes. It may take years 
until these illegal construction problems are fully resolved.

Other factors contributed to the transformation of low 
density urban communities into problematic urban 
agglomerations: 1) low land values, which made it easy 
for developers to build apartment blocks; and, 2) the 
introduction of quite an innovative form of development 
known as the system of “counter performance.” According 
to this system, a site owner assigns his/her land to a 
developer, and once building construction is completed, 
the owner receives in exchange a proportion of the newly 
completed structure. Th e proportion varies and depends 
on the building coeffi  cient, the quality of the area and 
on the state of supply and demand for readily available 
accommodation. 
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It should be noted that at least fi ve years preceding the 
crisis, as a result of continuously rising demand and 
increasing housing prices, developers could no longer 
acquire land cheaply. Once the crisis started, the eff ect 
was detrimental; they were left  with empty apartments 
and houses, which today exceed 200,000, almost half of 
the total vacant housing stock (this fi gure may be low 
by American standards but should be considered in the 
context of the population of Greece, which does not 
exceed 11 million people). Most developers—usually 
small local fi rms—acquired expensive land and paid high 
construction costs aiming for high specifi cation buildings 
that refl ected high selling prices. When the recession hit, 
nobody could aff ord to pay a high price for an apartment 
or a house. Th ere was simply no market for residential 
units that would sell at 2007–2008 price levels.16 With so 
much development originally concentrated in the central 
cities of Athens and Th essaloniki, and still so many of 
these homes vacant—upwards of 200,000 units—it does 
not make sense to try to develop new housing in 
outlying areas.

A signifi cant fact in post-crisis Greece is that regardless of 
the 400,000 empty residential properties (200,000 newly 
built units plus 200,000 older homes), the country is faced 
with a huge number of homeless persons. Even in the 
post-Second World War era of the 1940s and 1950s, this 
phenomenon was unknown in contemporary Greece. 
Greeks used to bitterly criticize homeless Parisians, 
Londoners and New Yorkers who sleep in the streets or 
in the subway waiting areas. Nowadays, the increasing 
number of homeless can be seen virtually everywhere in 
the large Greek cities. It is a relatively recent development 
(starting only fi ve years ago) refl ecting the results of the 
fi scal crisis.

Th e low quality urban residential environment in 
conjunction with lack of social housing and social services 
has had a detrimental eff ect on the quality of living of 
the average Greek citizen. Th is is certainly more acute 
in Athens and the major urban centers. We propose a 
number of solutions that could, in our view, help solve 
some of the housing problems that currently exist 
in Greece:  

1. Housing for the homeless. Th e higher proportion of 
homeless is among the indigenous Greek population and 
the unemployed immigrants, most of whom are living 
in the country illegally. Th e government owns several 
abandoned public buildings, former army camps, etc., that 

could be utilised for this purpose. Furthermore, regardless 
of the situation in the economy, there are some funds 
that could be allocated for renovation, construction and 
property management. 

2. Government subsidies for low income tenants with high 
personal debt. Th e irony is that most of them are forced to 
pay enormous taxes to the state with virtually no return 
benefi ts. In Greece there is a graduated income tax system 
based on the amount earned. Th ere are, however, heavy 
taxes on property, on “luxurious living,” on car possession 
(for vehicles over 2,000cc) and on car use, as well as a 
levy for all self-employed professionals that has to be paid 
regardless of earnings. It is undoubtedly an unfair system 
and has been subject to severe criticism. 

3. Improved environment in most urban centers, mainly in 
Athens and Th essaloniki. Improving blighted inner city 
areas should help generate local and international tourism; 
consequently raising retail rental values along with interest 
in investment and the provision of services. Investment 
in such urban and social infrastructure will pay back 
benefi ts: increase overall consumer and commercial 
demand, stimulate the frozen property market and 
certainly attract investment from both home and abroad. 

4. Rationalize taxation of property ownership and take 
special care of fi rst-time home buyers. Paying enormous 
taxes to the state just because someone has inherited an 
apartment or a house has no rationale. In most developed 
countries, ownership taxes go to local governments and 
are used for the improvement of the urban environment, 
for services provided to local residents and for the 
maintenance of neighbourhoods. In Greece, most 
ownership taxes go directly to the central government 
and no one understands whether good use is made of the 
funds. Moreover, the unbelievable and unprecedented 
continuous change in terms of legislation can confuse even 
the most experienced tax expert who has good knowledge 
of government legislation.17 A permanent and rational 
taxation system, friendly to homeowners, potential buyers 
and investors, and accepted by all economic groups of 
society will only bring benefi ts to the government and 
investors alike. In light of this, the Greek government 
has recently announced a series of measures aiming 
to attract foreign direct investments. Th ese measures 
include an ambitious privatisation plan aiming to generate 
employment, simplifi ed procedures for the establishment 
of fi rms and enterprises, provide resident permits for 
foreigners outside the EU who acquire expensive property, 
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and tax relief for international investors. Th e response 
from the market so far has not been that enthusiastic since 
the taxation situation is rather obscure at the moment, 
and it may take time until the potential benefi ts of the 
announced measures are realized.

CONCLUDING COMMENTS 

Th e implementation of strict austerity programmes, 
designed by the Greek government to reduce the budget 
defi cit and stabilize public debt, caused a substantial 
decrease in demand for goods and services, pushing the 
Greek economy and consequently the property market 
into deep recession.18 Th e severe crisis the Greek property 
market is currently facing is refl ected in a deteriorating 
volume of residential property transactions; a low volume 
of overall (private and public) building activity across the 
country; reduced bank credit availability for the domestic 
private sector (residential mortgages); and eventually 
the considerably lower prices for housing. In this article, 
we also identifi ed and critically discussed possible 
links between the recent developments in the Greek 
residential market and its peculiarities, such as the counter 
performance development process; the ill-based concept 
that every family must own two or three residential units 
for security purposes; the extensive land fragmentation 
in Greece; the high rate of owner occupation; and the 
concentration of residential development in two urban 
areas (Athens and Th essaloniki). 

Th e possibility of the Greek residential market’s coming 
out of the recession is crucially linked to market 
participants’ expectations, improvement of the lending 
terms of construction companies, and the recovery of 
the economy at large. Th is is the case because the factors 
that contributed to the exemplary growth performance 
of the Greek property sector in Greece, particularly aft er 
the year 2000 (ample funding for public infrastructure; 
implementation of stabilizing macroeconomic rules and 
policies that led to low-cost fi nancing; the organization 
of the Athens 2004 Olympic Games, which signifi cantly 
boosted investment activity; and the inclusion of new land 
in the National City Plan, which expanded the available 
space for new construction) have now ceased to exist.19 

Finally, we off ered a number of useful policy proposals 
regarding the steps Greek policymakers should take in 
order to achieve the necessary property tax system reform. 
If such reform is implemented, a friendly environment for 
potential investors in the Greek real estate market will be 
created and fast, customized, investor friendly solutions 
for development projects on the residential market will 

become available. Eventually, hopefully, all of the above 
will contribute to the restarting of the Greek economy and 
fuel economic growth.
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