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House price-to-income ratios in advanced economies!



House prices driven by land values!
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Real	land	and	house	price	indices	for	UK,	1945-2008	(1945=100)	



“The rent of land, therefore, considered as the price paid for the use 
of the land, is naturally a monopoly price. It is not at all proportioned 
to what the landlord may have laid out upon the improvement of the 

land, or to what he can afford to take; but to what the farmer can 
afford to give.” 

Smith, Adam (1776) Wealth of Nations, p162 



Land is not ‘capital’!
Land	 Capital	

Finite	supply	 Supply	constrained	by	labour/
energy	only	

Fixed/immobile	 Highly	mobile	

Appreciates	in	value	with	economic	
growth	

Depreciates	(wear	&	tear	and	
technological	innovaVon)	

Ownership	enables	extracVon	of	
economic	rent	derived	from	
collecVve	investment	

RenVer	profits	constrained	by	
compeVVon,	depreciaVon,	
innovaVon		

MulVple	&	conflicVng	economic	
uses:	consumpVon	good,	store	of	
value,	source	of	collateral	

N/A	



The withdrawal of public home building!

0	

50,000	

100,000	

150,000	

200,000	

250,000	

300,000	

350,000	

400,000	

450,000	

1949	 1953	 1957	 1961	 1965	 1969	 1973	 1977	 1981	 1985	 1989	 1993	 1997	 2001	 2005	 2009	 2013	

Dw
el
lin

gs
	c
om

pl
et
ed

	

Local	AuthoriVes	

Housing	AssociaVons	

Private	Enterprise	

Source: Office of National Statistics in Ryan-Collins et al. (2017, p82)!



The low-supply equilibrium!



House prices and mortgage credit over 130 years in advanced economies!
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Source:	Jorda,	Schularick	and	Taylor	2017	
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UK	bank	credit	allocaVon	and	house	prices	since	1963	
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Source: Ryan-Collins et al. (2017, p121) 

A house price-finance feedback cycle!



Non-financial assets as % GDP in the UK!
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Wealth to income ratio in the UK including & excluding 
capital gains!

Source: Ryan-Collins et al. (2017, p172), original source: Piketty and Zucman (2013) 



Net property wealth in the UK by decile!
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Where things are different!



Development Corporations to assemble land and capture 
public value!



Germany	house	prices	and	credit	allocaVon	
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Trends in tenure in London, 1981-2016!


