ANNEX 16: HOUSING

Affordability of housing is a major challenge
in Czechia. The 2025 country-specific
recommendations already highlighted the need to
simplify urban planning and cut red tape by
improving digitalisation, capacity and the
management of construction offices. They also
called on Czechia to increase revenue from
recurrent property taxes (see also Annex 3).

Czechia suffers from a lack of affordable
housing, an over-reliance on the private
housing market, an underdeveloped long-
term rental market and the absence of a
comprehensive housing policy. House prices
and rents in Czechia recorded significant increases
over the last ten years faster than the EU average,
creating affordability problems for many Czech
households, both buyers and renters, and even
more so in growth areas. There is a growing rental
market(*°?). Overall, while housing supply is
lagging behind demand in Czechia, demand side
incentives persist in the tax system, as do
disincentives for landlords to rent out properties
on a longer-term basis.

There are major regional differences in house
and rent prices in Czechia, but affordability
is increasingly a problem countrywide. Prices
and rents per square metre are among the highest
in Europe in Prague and the surrounding region, as
well as in Brno and major tourist areas, and are
increasing in other major cities. While prices are
much lower elsewhere, they have still grown more
than income, causing affordability issues.

Housing market developments

House prices have recorded a steep increase
over the past 10 years. By 2022, nominal prices
were over three times as high as in 2005.
Following a small correction in 2023, prices kept
growing, reaching 10.4% year-on-year growth in
2025 and they are expected to continue increasing
at a brisk pace over the coming years. In 2025,
prices were estimated based on the standard
European Commission methodology) by around
189%. Nominal rental prices (including existing and

(492)According to the Ministry for Regional Development between
800 000 and 1 million tenants have contracts of up to two
years.

new rental contracts) displayed a similar trend, but
with a smoother pace and significantly lower
overall growth. Despite a parallel increase in
economic activity and household income, between
2005 and 2024 the house-price-to-income ratio
increased by 24.4%, with most of this increase
occurring in the last decade. This indicates that
housing has become less affordable in the
country, particularly in the largest urban areas.

Graph A16.1: House prices, rents and price-to-
income evolution in CZ and EU27 since 2005
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Significant housing supply Dbottlenecks
remain. Investment in dwellings as a share of
GDP declined markedly after the financial crisis,
from 5.3% in 2007 to 4.2% in 2014. Investment
activity picked up significantly from 2017, peaking
at 6.3% of GDP in 2022, and falling to 5.5% in
2025. The amount of residential building permits
issued followed a similar pattern, but remains well
below its pre-crisis values and the EU average. In
this respect, in 2024, permits for 330.4 m? per
1000 inhabitants were issued, compared with an
EU average of 363.3 m? Several factors appear to
be hindering the construction of new dwellings,
including long permitting procedures, labour
shortages and constraints at municipal level. At
the same time, Czechia’'s population grew
significantly (*°®), driven by, among other things,
migratory flows (***). A considerable share of the

(49%)Eurostat, https://doi.org/10.2908/DEMO_GIND.

(404)CNB 2025. ‘The Czech housing market in the upward phase
of the cycle’, Appendix 1 to Monetary Policy Report, Summer
2025.
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housing stock is reported as unoccupied, even in
the Prague region (*%).

Graph A16.2: House supply indicators in CZ since
2005
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(1) Figures are reported on a quarterly basis, as the average
of the previous 4 quarters Source: Eurostat
Source:

Productivity in construction has decreased
significantly since 2015. Despite a broad-based
increase in productivity in the country, in 2024 real
labour productivity per person in the construction
sector was 23.6% lower than in 2015. Rising
interest rates and higher construction costs since
2021, together with changes in
construction standards and composition, have
likely played a role. However, structural issues in
the sector appear to still be an important factor
behind the decline in productivity. The construction
sector is experiencing severe labour shortages,
recording the second highest job vacancy rate in
the EU, 6.5% in 2024, albeit on a declining path
from 15.2% in 2019.

Demand for housing continues to grow, as
mortgage interest rates decline. The number
of apartment purchases has been growing since
2023. Purchases of new apartments more than
doubled between Q1-2023 and Q1-2025, while in
the same period new mortgages issued grew by
over 221%, also due to a remarkable increase in
the average mortgage size (“°®). This surge in new
housing loans was driven by (i) a reduction in
borrowing costs, which declined from 6.08% in the

(49%)https://scitani.gov.cz/number-of-dwellings.

(“%5)CNB Statistics and CNB, 2025 ‘The Czech housing market in
the upward phase of the cycle’, Appendix 1 to Monetary
Policy Report, Summer 2025.

last quarter of 2022 to 4.59% in the third quarter
of 2025, and (ii) an increase in borrowing capacity
due to rising household incomes and savings.
Looking ahead, supply constraints are expected to
persist, with new constructions not matching
housing demand. Therefore, price pressures are
expected to remain, especially in an environment
of looser financing conditions.

Structural policies

Planning and permitting procedures in
Czechia remain complex and slow and are
recognised as a priority for reform among
stakeholders and politicians. The government
proposal to reform the Construction Law would
address some of these aspects (and part of the
2025  country-specific = recommendation) if
implemented, but the underlying issues are much
broader. There is a general agreement among
stakeholders and authorities that the current very
slow, bureaucratic, burdensome and multi-layered
urban planning procedures are a major factor
slowing down housing supply in Czechia and
increasing costs. Municipalities are not empowered
to take final decisions on land-use planning in the
event of disputes between different public
authorities which also delays possible housing
developments. There is very limited use of
inclusive zoning in Czechia: municipalities do not
use the possibility of mandating that a certain
share of housing projects be dedicated to
affordable  housing.  Lastly, the current
burdensome planning system leads to urban
sprawl, because repurposing existing building stock
and brownfields is too difficult administratively.
Municipalities also have limited capacity to
actively capture land value increases and engage
in land development.

A major driver for the limited affordability of
housing in Czechia is over-reliance on the
private housing market. In spite of the tradition
of municipal housing, following the privatisation of
the municipal housing stock in the 1990s and a
lack of new investment, the municipal housing
stock is limited, with few incentives for
municipalities to invest in affordable housing (see
later). There is no third housing sector in Czechia


https://scitani.gov.cz/number-of-dwellings

(e.g. non-profit or limited profit (%%7)), which
contributes to the affordability problem. There is
also no accurate data - neither on flats nor on
actual residence (as opposed to permanent
residence) — which makes it difficult to assess the
share of underutilised properties, thus potentially
increasing housing supply.

Czechia does not have a long-term,
sustainable financing model for affordable
housing to succeed the EU-funded recovery
plan. Czechia was able to revive municipal
housing construction in 2025, with a steady
pipeline of projects under preparation thanks to
financing from the Recovery and Resilience
Facility. An affordable housing system was
launched, which consists of a legal definition of
affordable housing with a framework for
investments and State aid. With the August 2026
deadline to commit Recovery and Resilience
Facility funds, the existing support programmes
for affordable housing from the State Fund for
Investment  Promotion and the National
Development Bank will run out. At present, there is
no funding in place to continue and expand these
instruments. There is clearly an opportunity to
draw first lessons learned and to develop a cost-
effective financing model, potentially with the
assistance of EU funds.

Czech tax systems favour home ownership
and contribute to pushing up house prices.
Czechia has an above-average share of property
owners (75%) compared with the EU average
(68%), although getting onto the property ladder
has become more difficult. The Czech tax system
favours home ownership in several ways. First,
[recurrent] property taxation remains very low.
Second, the mortgage deductibility of interest
payments persists in the Czech tax system, in spite
of its regressivity, with the effect of pushing up

(*97)The Czech cooperative cannot be considered a non-profit nor
limited profit for several reasons. Cooperative shares are
freely transferable, allowing members to capitalise on the
market value of their membership; the law permits the
distribution of up to one third of profits to members; there is
no general obligation to reinvest all surpluses into affordable
housing; and there is no legal regime requiring cost-based
development with a limited margin. In light of the European
understanding of the social economy, a Czech housing
cooperative can therefore be regarded as a social-economy
actor only if these principles are secured voluntarily in its
statutes or through a specific public-law framework. Such a
status cannot be inferred from the legal form of a housing
cooperative alone.

house prices and debt. Third, when selling a
property, there is zero capital gains tax even for
short ownership, making it more attractive to put
savings into real estate than other capital
investments.

The Czech rental market is characterised by
short-term, insecure tenancies due to tax
differentials and an underdeveloped
institutional tenant/landlord framework. The
income tax framework favours short-term rentals
over long-term ones, because deductibility rates
for short-term rental services are higher than for
long-term rental. Using short-term rental contracts
brings instability and insecurity into the market for
both landlords and tenants. The fact that there are
no templates for rental contracts or procedural
assistance reinforces insecurity for tenants and
discourages small landlords from participating in
the rental market. There is no specialised court for
rental relations and the use of mediators is very
limited, meaning dispute resolution relies on
lengthy judicial procedures.

Vulnerable groups

Housing affordability in Czechia has
worsened in recent years, affecting low-
income households and single parents in
particular. In 2025, households experiencing
poverty spent a much larger share of their
disposable income on housing (46%) compared
with the EU average for people experiencing
poverty (36.3%) (“°®). The housing cost overburden
has increased by 2 percentage points (pps) to
8.2% since 2021 (EU 7.7%)(*®). This situation is
much worse for people earning below 60% of the
median equivalised income, where the housing
cost overburden in Czechia is 43.4% (EU 29.1%),
an increase of 7.1 pps since 2022 (*°. The
housing cost overburden is also very high for
single parents, where the situation has worsened

(4%8)[ilc_mded01] Share of housing costs in disposable household
income, by type of household and income group

(499)The overburden rate should be read together with the
tenure structure (homeowner, tenants), that may differ
across country and regions.

(419ilc_lvhoO7a] Housing cost overburden rate by age, sex and
poverty status



https://ec.europa.eu/eurostat/databrowser/view/ILC_MDED01/default/table
https://ec.europa.eu/eurostat/databrowser/view/ILC_MDED01/default/table
https://ec.europa.eu/eurostat/databrowser/view/ilc_lvho07a__custom_21396320/default/table
https://ec.europa.eu/eurostat/databrowser/view/ilc_lvho07a__custom_21396320/default/table

by 3.5 pps since 2022 to 22.5% (EU average
14.6%)(*1).

Social housing is essential to address
affordability and access issues, but supply
remains insufficient. Social rental dwellings
account for only around 3.6% of the housing stock,
significantly below both the EU and OECD average
(*12). Municipal housing, which forms the core of
social and affordable rental provision, is among
the smallest in the OECD (**°), with around 70% of
municipalities reporting it as insufficient (**). Each
year, only about 4% of municipal flats become
available, amounting to roughly 6 000 dwellings
nationwide (**°), despite demand from 70 000
households in housing deprivation (*16).

Graph A16.3: Housing cost overburden rate by
NUTS 2 region
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Czechia launched long-awaited housing
legislation in 2025 to help the most
vulnerable households find housing solutions.
This legislation lays down the first systemic
framework to reduce housing deprivation. The
changes in legislation aim to reduce the number of
households in housing deprivation to 60 000 by
2028 (-10%), 50000 by 2032 (-25%), and

(“Y[ilc_lvhoO7e] Housing cost overburden rate by household
type

(*12)0verview of housing affordability in cities in the Czech
Republic, OECD.

(413)Overview of housing affordability in cities in the Czech
Republic, OECD.

(4%)Dotaznik socialni bydleni - vysledky od MMR.pdf.

(41°)04-Zakon-o-podpore-bydleni-zprava-RIA 1.pdf.aspx.

(*16)S¢itani osob z vybranych kategorii klasifikace ETHOS.

41 500 by 2039 (-38%). Without this framework,
the number of affected households is projected to
increase to 81 000 by 2039 (**’). Czechia has so
far lacked a systemic solution to housing
deprivation and social housing. This fragmented
approach has created high societal and financial
costs, including a secondary hostel-based housing
market serving over 10000 people (*%)

including children - and making use of housing
benefits. As part of a multi-country project,
Czechia is benefiting from technical support to
improve housing affordability and develop housing
solutions for social inclusion. The project focuses
on demand- and supply-side approaches to
affordable housing, housing solutions for
vulnerable groups and strategies to fund the
development of affordable and social housing.

Homelessness affects a significant number
of people in Czechia, with certain regions
particularly concerned. Around 150 000 people
living in 67 500 households are affected by
homelessness and housing exclusion in
Czechia (**9). By living situation, 12 000 people are
roofless, approximately 24 800 are houseless,
37 500 live in inadequate housing, and nearly 66
500 people are estimated to be in insecure
housing, making this the largest single
category (*?°), with the regions of Moravia Silesia,
Usti nad Labem and Karlovy Vary being the most
affected. Only about 2 400 people living in more
than 1000 households have benefited from
Housing First projects supported by the European

Social Fund and the European Social Fund
Plus (#2%).
Housing conditions for Roma remain

significantly worse than for the rest of the
population. Around 27% of Roma experience
housing deprivation, nearly three times higher than
the 10% recorded for the overall Czech population.
In addition, 81% of Roma in Czechia live in
overcrowded housing compared with just 17% of

(#17)04-Zakon-o-podpore-bydleni-zprava-RIA 1.pdf.aspx

(#18)RILSA (2024): Komertni ubytovna jako prostfedek fedeni
bytové nouze.

(#19)https://socialnibydleni.mpsv.cz/download/dokumenty/1 56-
zaverecna-zprava-ethos verze 6 finpdf Vlada CR (2024):
Zaveérecna zprava z hodnoceni dopadtl requlace (RIA), Zakon
0 poskytovani nékterych opatfeni v podpote bydleni (zakon o

podpofte bydleni)
(429)Ibid

(#?Y)Socialni bydleni | Housing First.
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Graph A16.4: Housing affordability selected indicators

EU27 cz
unit 200025 2023 2024 2025 | 2000-25 2023 2024 2025 | unit 2023 2024 2025

avg. avg.
House price to income ratio 2000-25 avg =100 100.0 102.0 100.2 | 100.0 112.7 112.7 | YoY% 9.1 0.1
Rentto income ratio 2000-25 avg =100 100.0 85.1 83.5 84.5 | 100.0 82.7 84.1 85.1 | YoY% -1.0 1.7 1.2
Overburden rate, total % 9.9 8.8 8.2 | 9.2 9.1 9.2 8.2 | PPSly 2.2 0.1 -1.0
Overburden rate, tenantwith market rent % 23.8 20.3 19.2 | 27.7 27.4 30.6 26.0 | PPSly 1.3 3.2 -4.6
Overvaluation gap % | 0.2 15.0 13.5 18.0 |
Deflated construction production price 2010=100 102.2 112.2 111.8 110.5 | 96.1 90.4 89.3 89.7 | YoY% -5.7 -1.1 0.4
Building permits m? perths persons 483.5 376.9 362.9 379.9 | 362.8 340.1 330.4 3304 | YoY% -18.7 -2.9 0.0
Residential construction investment % GDP 5.5 5.8 5.1 5.0 | 5.1 6.1 5.7 57 | YoY% -3.2 -6.6 0.0
Share of ownership % 70.0 69.1 68.4 | 77.4 76.0 74.7 75.1 | PPSly -1.4 -1.7 0.5
Share of people living in overcrowded homes % 17.7 16.8 16.9 | 21.0 15.9 16.6 16.7 | PPSly 0.8 0.7 0.1

Source: Eurostat and European Commission calculations. The overburden rate should be read together with the tenure structure
(homeowner, tenants), that may differ across country and regions.

the general population, in line with the EU-wide
Roma average of 83%. Discrimination remains a
major barrier, with 45% of Roma reporting
discrimination when looking for housing, which
marks a substantial decline from 65% in 2016 but
remains notably higher than the EU average of
359% (**?). In January 2025, following a complaint
made by the European Federation of National
Organisations Working with the Homeless
(FEANTSA), the European Committee of Social
Rights found that the country’s deficient housing
policy violated the European Social Charter. The
Committee's findings revealed serious
shortcomings in the protection of vulnerable
groups, particularly in relation to evictions, the
provision of social housing and systemic
discrimination against the Roma community.

(*2?)Roma and Travellers Survey - 2025 - Country Data —
Czechia.



