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Introduction

Investment in residential real estate, along with 
property prices, typically rise and fall in correlation 
with economic growth and contraction, according to 
the economist Edward Leamer in his 2007 research 
paper, Housing is the Business Cycle.  

While his study focused on the 
US economy, the findings were 
applicable to other countries –  
that is, until recently. 

The COVID-19 global pandemic 
has upended the relationship 
between the property market 
and the economic cycle – with 
some geographies even seeing 
an acceleration in house price 
appreciation since the outbreak  
took hold globally in early 2020. 

Near-zero interest rates, low 
inflation and other monetary and 
fiscal policies designed to support 
economic stability clearly play a role. 
So too, the increased value placed on 
housing when people are forced to 
stay home to stay safe. 

In this paper, we use our data to show 
some of the new dynamics playing 
out in the global housing market 
as the world grapples with one of 
the biggest and longest economic 
disruptions in modern history.  
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China was the first country hit  
by the coronavirus. Cases started 
emerging in late 2019, but the 
market did not react until February 
2020, when China placed Wuhan 
– the province where the virus 
originated – into lockdown. 

Transactions and prices swiftly plummeted  
but bounced back just a month later. 

Prices held up thanks to tough restrictions that  
quickly quelled the outbreak, and to Chinese  
investors looking increasingly to property as a  
haven amid a year of global economic uncertainty. 

Price Indices of Secondary Market Residential Buildings in China
Rebased at Jan 2013
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Japan is an outlier insofar as it is 
the only advanced economy where 
real estate prices have declined 
substantially in nominal terms over 
the last three decades. 

Real house prices fell slightly less due to modest 
deflation but remain significantly lower than the  
highs achieved during the country’s asset bubble  
in the early 1990s. 

Prices have been creeping up in recent years and the 
pandemic is having no visible impact on that trend.

Japan, Real Estate Prices
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Some parts of Australia also 
experienced a housing bubble 
before prices dropped in 2017-
2018 and continued to cool. 

But that turned out to be a temporary 
phenomenon. Prices have mainly climbed 
again since 2019 – and with Australia weathering 
COVID-19 better than other advanced 
economies, the pandemic is having no  
impact on the housing market so far. 

Residential Real Estate, Australian cities
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House prices more than doubled 
in nominal terms since the late 
1990s, particularly in the Ile de 
France, the greater metropolitan 
area of Paris. 

Prices plummeted following the global financial 
crisis in 2008, then stagnated before they could 
fully recover due to the European debt crisis of 
2011.  Since 2016, the market has grown steadily 
thanks to low inflation and low interest rates. 
What’s more, we can see that the COVID-19 
pandemic has had zero impact on house prices 
despite two nationwide lockdowns and multiple 
local restrictions.   

France, Real Estate Prices, Secondary Market, Regions, SA, Index, French National 
Institute of Statistics & Economic Studies (INSEE), Residential, Price Index
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Germany, Europe’s largest  
economy, suffered stagnant  
real house price gains for  
decades before picking up  
in the mid-2000s. 

As if making up for lost time, prices have  
climbed rapidly since – particularly in the  
German capital – and continue to do so  
throughout the past year of turmoil. 

Offered prices of dwellings, German cities
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Regional house prices had 
appreciated much faster  
in Switzerland than in any  
other European country  
over the last few decades. 

While they experienced a period of decline 
during the double-dip recession of the early 
1990s, prices have soared since – barely 
registering any change during the pandemic.

Switzerland, Real Estate Prices, Index, Wuest & Partner, Residential, Price Index, 
Regional
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The UK is one country that has seen 
extreme variations in house price 
growth across its many regions. 

Prices nationwide climbed steadily during the long 
housing boom that preceded the 2008 global 
economic crisis, before swiftly crashing in the bust  
that followed. 

Some regions never fully recovered, including the 
more remote areas of Wales, Scotland and Northern 
Ireland. But prices in Greater London and the 
surrounding south and southeast of England rose to 
a record – exceeding their previous peak by a wide 
margin – before dipping slightly. 

While the pandemic is wreaking havoc across the 
rest of the UK economy, it is reviving house prices in 
southeast England and propping up gains across the 
rest of the country.  

United Kingdom, Real Estate Prices, Regional
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The 2008 global financial  
crisis, caused in part by the  
US subprime property market, 
dragged house prices to a 10-year 
low across the country. 

Prices started recovering in 2012 and have risen  
rapidly since. The pandemic barely made a dent  
in the market before triggering unprecedented  
house price growth in 2020 – a sign that housing  
has become even more of a valued commodity  
during a year of continuous lockdowns. Ultra-low 
mortgage rates also encouraged demand.

United States, Real estate prices and mortgage rates
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Like Australia, Canada is one 
advanced economy that has  
seen a record increase in real  
estate prices in recent decades – 
with no one able to predict  
when the bubble might burst. 

The pandemic only served to inflate prices  
further, particularly in major metropolitan areas.  
The west coast city of Vancouver was already  
one of the top 10 most expensive residential  
housing markets in the world – and there’s  
no sign yet that COVID-19 will change that. 

Canada, Real Estate Prices, Index, Teranet, Residential, Price Index
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Conclusion 

As our charts show, COVID-19 has reversed the 
historic correlation between real estate prices and 
the business cycle. While the pandemic shut down 
swathes of the economy – wreaking untold damage 
on many businesses and governments – it has had an 
opposite effect on the housing markets of the world’s 
major economies.  

One reason is the extra value placed on housing as 
lockdowns force people to stay indoors and work from 
home – a trend that is expected to continue even after 
the pandemic. 

Another reason is the record low borrowing rates and 
other fiscal policies that have made housing much 
more affordable and accessible. 

The question now is how long this can be sustained. 
Countries will soon return to normal as the global 
vaccine rollout continues. More significantly, central 
banks will only be able to suppress interest rates for so 
long before they result in inflation, which will ultimately 
hit consumers in the pocket – and with it, the demand 
for property. 
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