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How to optimize the role of the EU in supporting long term financing to answer citizens housing needs 

CECODHAS warmly welcomes the approach proposed by the Green paper and the overall analysis identifying clear 
market failures in terms of long-term financing availability.  
 
Since the beginning of the crisis, financing affordable housing has been going through not only a reduction of flows, 
as the credit crunch affected our sector as others, but more preoccupying, by an absolute inadequacy of the financial 
products offered, especially in terms of duration.  
 
Before crisis level of investment by our members was about 36 billions euro a year to built more than 225.000 new 
affordable homes and refurbish 130.000 housing units. 
 
Given the “affordability” gap in the housing market and the need for energy consumption reduction of which 30% is 
due to residential sector, we believe that the number of affordable green homes delivered should be at least double, 
by transforming the current stock or producing new units. 
 
Thus long-term investment needs of our sector is not less than 70 billions a year across Europe to reach EU 2020 
climate and poverty objectives . If this investement is done, it will signicantly contribute to job creation. 4 
dwellings refurbished create 1 job per year as does each new homes built. Providing the needed investment 
volume to affordable housing provision is one of the best option to create local employment. 
 
We believe that the impact of high housing prices in most of the European big urban areas is not seriously taken in 
account  when employment policies are developped. Many companies chose to reallocate their activities because of 
housing scarcity for their workers. If we want to support entreprise in their creation of employment, this link need to 
be aknwoledge and the necessarity long-term investment done to answer the needs.  
 
We want to stress that for a stable housing market, stable and reasonably cheap finance is needed for three different 
objectives: 

- Long-term finance for home-ownership with fair and affordable contract condition 
- Long-term finance for the development of new affordable housing 
- Long-term finance for the refurbishment of the current stock 

 
We will focus our answers on the last two needs, but reminds that social home-ownership should also be adequatly 
supported by public policies. 
 
It is worth noting that the cost to provide affordable housing are mainly: cost of land, cost of construction, and cost 
of capital. Thus reducing capital costs, is key to social housing policies, and is an effective way to recude its impact on 
public budget.  
 
But most importantly, affordable housing finance are needed for affordable housing provision, key pillar of stable 
financial markets and macroeconomic environment (private debts ratio): more should be done to answer the 
specific needs of affordable housing ! 
 
Therefore, we are welcoming and endorsing the overall analysis as lay out in the green paper and would in particular 
advocate for EU actions on : 
 

• Recognition that affordalbe housing and real-estates investment are different: the criteria for banks, 
solvency II, and funds managers should better take in account the sustainability of investing into affordable 
housing ( see for that the recent example of the UK of credit risk assessment for housing association by the 
Prudential Regulation authority which could cost 400 millions £ a year).  Our business model is based on 
incomes constituted by social rents are very stable and linked to inflation, which make our return on 
investment very predictable;  

 
• Social and environmental return should be a stronger criteria for institutational investors, thus requiring the 

EU to develop tools for the assessment of long-term benefit for the society;  
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• More intermediation by non-for profit actors, is needed to pool needs of small actors/projects, bodies like 
the Housing Finance Corporation, in the UK, which bundle smaller housing associations projects into larger 
bonds is an effective tools which reduce the cost of capital for providing homes;  

 
• EU guarantee Funds would allow our sector to deliver projects in countries where no investors are ready to 

go; such schemes are under diuscussion for innovation, and would be replicable and even easier to apply in a 
sector with a very low risk, as affordable housing;  

 
• EU savings products, and more tax harmonisation towards long-term sustainable investment would attract 

savings to the right investment, the French livret A is one of the best example of low-cost/best value finance 
for social housing;  

 
• EU financial institutions should develop project bonds to answer needs of people, such as housing and not 

only big/single infrastructure projets, the Bank of the Council of Europe is financing social housing and has 
developped the necessary expertise to assess and support projects, but its capacity is far beyond the need;  
 

• the Mortgage market should  incentives the development of  social mortgage offer and real protection of 
consumers;  
 

• Adapted financial tools to refurbishment of the stock should be developped, and better risk-sharing. The 
financing of the green transition in our sector is blocked by the lack of solid cost-benefit analysis and 
intermediary bodies providing technical assistance and rish sharing mechanisms not by the lack of possible 
funding stream ( merging Funds;  including EIB loans, ERDF, Energy efficiency Funds ( as proposed in the 
energy efficiency directive) should be promoted). 
 

In summary: 
 
The problem :  

• perception of risk to invest is delinked from reality : in general, investors take decision with short term views 
and their perception of long-term is biaised 

• “we are a different animal”, affordable housing and real estate market can not be evaluate with the same 
criteria 

• The biggest uncertainty to invest in our sector is the constant changing of housing and financing policies, 
investors need to have a clear unchanged model to be attracted. 

 
What we don’t want :  

• Social housing to become tradable as commodities ! 
 
What we need:  
 

• reach a 10% of the yearly investment of pension funds into affordable housing : insitutional investors have 
an obligation to serve the need of the future, of their shareholders, housing being a clear need and stability 
of the financial market another one. 
 

• the financial tools/institutions often already exists, but are always created for other sector with no proof that 
they are more needded than affordable housing (project bonds, EU guarantees….) and could target better 
their investment towards job creation, stable economy, climate change fight and social cohesion (EU 2020) 

 
• : regulation of financial institutions and markets should  be adapted to our sector very long-term needs and 

should be flexible to allow a sector, vital to economic stability, to fulfill its role: a clear distinction between 
affordable housing and real estates investment has to be done 
 

• Create one or more Intermediary/ intermediary financial body to act as project bundler and bridge the gap 
between financial market needs and criteria for investement and (volume, duration, guarantee) and the 
need of the affordable housing providers (small projects, refurbishement..) (Housing Finance corporation 
model)  
 

• The banking system to allow diversity 
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Consultation questionnaire 
 

1) Do you agree with the analysis out above regarding the supply and characteristics of long-term financing? 
 
Our definition of long-term finance is 20 to 40 years. Duration is extremelly important to our business model, and 
socila housign finance models are always aiming at deconnecting our sector to the volatility of the current financial 
markets. Indeed the fiscal incentives to savings being directed to public banks so that it can finance sustainably to 
social housing sector is a good way to achieve it. 
 
Government net deficit net debts rules, mean that no direct public support is longer available, thus increasing 
signicantly the need of supply of finance by the private sector. Characteristics of long term financing is often linked to 
perceived higher risk, we believe that the assessment of risk , biased by a need to short term returns is the problem. 
 

2) Do you have a view on the most appropriate definition of long-term financing? 
 

Long-term financing definition should be linked to the sector it is used for. The business model of responsible 
housing companies reinvesting profit into the community can not be captured by the current financial criteria 
currently used.  
In our sector , we would define long-term financing as a minimum of 25 years. We have to repay loans; or investors 
in the longer period possible, as a way to keep the price of housing affordable.In addition, we need to access 
investment years before to generate incomes (rents can come in after 2 or more years). 
 
25 years for example is the period that the DG COMP think is too long in the context of SIEG notification for social 
housing. The first proposal they had done was 10 years. But the need of our sector is to adapt the compensation to 
the depreciation, which is in our case most of the time 40 years.  
Having two different periods create again uncertainty, and it is difficult in that context to get guarantee (public) . The 
definition of long-term financing should be in line with the obligations attached to public support to access the 
finance needed. 
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3) Given the evolving nature of the banking sector, going forward, what role do you see for banks in the 
channelling of financing to long-term investments? 
 

See our recent study on financing social housing (June 2013) on which this position is based. The financing schemes 
in EU for affordable housing are often using mixed ressources, and loans provided by banks is always part of it even if 
lately we have seen housing association financing projects through bond emmission only, as an answer to the lack of 
responses from banks.  
 
We would require the future capital requirement of banks rules(next Basel regulation), to allow for the investment in 
our sector to be considered differently. Banks have still a vital role to play for us, the best models existing so far are 
specialised bank of general interest (Cassa de Deposito, CdC, Polish Housing bank, Pfandbriefbank, but also , less 
centralised models such as Nordic cooperative banks model, Mutual Building Society...) 
The diversity of the banks models were answering the specific needs of our sector and of housing investment in 
general. 

4) How could the role of national and multilateral development banks best support the financing of long-term 
investment? Is there scope for greater coordination between these banks in the pursuit of EU policy goals? 
How could financial instruments under the EU budget better support the financing of long-term investment in 
sustainable growth? 

Extension of the EIB portofolio and the CoE Bank into the affordable housing sector requires only a change of 
priorities and an increase of loans. This would answer the sustainable growth and EU 2020 objectives. 

 

5) Are there other public policy tools and frameworks that can support the financing of long-term investment?   
 
ELENA is a good instrument to start a new business model and to merge different project together. But it is so far is 
too complex, and only accessible to big municipalities: it should be much easier,and less administrative and open to 
all public bodies/bodies of General interest. For bundling needs and projects: the ELENA model should be extended 
to create the intermediary needed to aggregate and implement the project (exante and expost evaluation and 
technical assistance). 
 
The structural funds could be used as the first investors’s taking risk,allowing to innovative and untested methods to 
tackle social and enviromntal problem,  acting as leverage for accessing more private investment. 
 

6) To what extent and how can institutional investors play a greater role in the changing landscape of long-term 
financing? 

For long in France, Spain,and other countries, institutional investors had an oblogation to support the “intermediary” 
housing market or the social housing as it was recognised that housing market should be stable enough to support 
economic development. It is still applying in Denmark. Such obligations could be reinstalled for the benefit of all.  

Therefore, one of our key demands, is to reach a 10% of the yearly investment of pension funds into affordable 
housing and to change the regulation of the pension funds as for the moment it does not allow the real economy (us 
and others) to be financed. Solvency II is for that completely inadequate 

In addition, long-term stable framework and policy predictability for institional investors are needed for them to 
invest. 

7) How can prudential objectives and the desire to support long-term financing best be balanced in the design 
and implementation of the respective prudential rules for insurers, reinsurers and pension funds, such as 
IORPs? 

A distinction between affodable housing and real estate investment shall be included. The collateral valuation also 
appears to be inadequate today. (on the housing market). 

 

8) What are the barriers to creating pooled investment vehicles? Could platforms be developed at the EU level?  

The EU financial institutions and the public banks in Europe have developped the skill to assess affordable housing 
project which could be used to create joint vehicule. It would be particularly needed for countries where access to 
credit is just impossible 
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9)What other options and instruments could be considered to enhance the capacity of banks and institutional 
investors to channel long-term finance? 

 
Interemdiaries such as the housing finance corporation, financial interemediarity, same legal status that the 
guarantee funds in netherlands, playing the go in between the EIB, or banks. insititional infrastrucutre is needed:  We 
want a public guarantee to create a Housing finance corporation at EU level, or various at national level. 

 
10) Are there any cumulative impacts of current and planned prudential reforms on the level and cyclicality of 
aggregate long-term investment and how significant are they? How could any impact be best addressed? 
 
Yes there are because it increasing the risk to have difficulties to find the necessary investment level and make our 
sector more reliable to public support, which is also lacking. 

11) How could capital market financing of long-term investment be improved in Europe? 

 

See also above 

12) How can capital markets help fill the equity gap in Europe? What should change in the way market-based 
intermediation operates to ensure that the financing can better flow to long-term investments, better support the 
financing of long-term investment in economically-, socially- and environmentally-sustainable growth and ensuring 
adequate protection for investors and consumers?  

13) What are the pros and cons of developing a more harmonised framework for covered bonds? What elements 
could compose this framework? 

Yes, there are real potential , and should be explore it much more. See also our answer to the question on banks 

Develop local financial markets, is a way to answer better the local needs, this is the PfandBrief system, when then 
the collaterals are best evaluate because they know the local context. 

14) How could the securitisation market in the EU be revived in order to achieve the right balance between financial 
stability and the need to improve maturity transformation by the financial system? 
 
 
 
15) What are the merits of the various models for a specific savings account available within the EU level? Could an 
EU model be designed? 
 
The Austrian model to finance social housing is based as the French, on attracting savings and channelling it to the 
sector. It proved to be the cheapest as it benefit from strong trust from all parties. We would welcome an EU saving 
account which would help to support the development in all countries of affordable housing. An account for people ! 

16) What type of CIT reforms could improve investment conditions by removing distortions between debt and equity? 

17) What considerations should be taken into account for setting the right incentives at national level for long-term 
saving? In particular, how should tax incentives be used to encourage long-term saving in a balanced way?  

Beyong long-term , tax incentives should also channel finance to investment which are sustainable 

18) Which types of corporate tax incentives are beneficial? What measures could be used to deal with the risks of 
arbitrage when exemptions/incentives are granted for specific activities? 

19) Would deeper tax coordination in the EU support the financing of long-term investment?  
 20) To what extent do you consider that the use of fair value accounting principles has led to short-termism in 
investor behaviour? What alternatives or other ways to compensate for such effects could be suggested? 
 
 

21) What kind of incentives could help promote better long-term shareholder engagement?  

Obligation  

22) How can the mandates and incentives given to asset managers be developed to support long-term investment 
strategies and relationships? 

Many fund managers work   get compensated for multiple shorter-term transactions, in long term financing there 
will be less of these transactions, could be a finders fee as an incentive to have a portfolio of long-term investors to 
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invest in social housing-but really do we really need all these individuals/companies could there not  be a ‘ clearing 
house’ at national or EU level for approved programs of long term investment  such as social/affordable housing 

23) Is there a need to revisit the definition of fiduciary duty in the context of long-term financing? 
 
On fiduciary duty need to revisit to make it clear on say who is a broker acting on behalf i.e.  The housing association 
or the investment fund rules should clarify this 
 
24) To what extent can increased integration of financial and non-financial information help provide a clearer 
overview of a company’s long-term performance, and contribute to better investment decision-making? 
 
This is key to building up  a more rounded picture of the investment and it’s performance and how it meets financial, 
social, environmental and ethical objectives. A measurable matrix can be developed by CECODHAS (building on work 
of KPI) group and that should be offered. Financial institutions/institutional investors could have  a  greater  role in 
the development of social impact bonds with measurable outcomes e.g. providing supported housing for the elderly 
leading to keeping older people  out expensive and inappropriate nursing or institutional care 
 
 
25) Is there a need to develop specific long-term benchmarks? 
 
Benchmarks could be long-term outcomes based on those high level objectives in point 24  (and  I think CECODHAS 
should look to explore a forum/think tank in the future  to lead on long-term investment and to bring in other actors 
such as  investment community, other EU interested regulators).  
 

26) What further steps could be envisaged, in terms of EU regulation or other reforms,  to facilitate SME access to 
alternative sources of finance? 

Common updated  risk framework at EU level for financial institutions to financing SMES for long term financing-
what is risk, how is it managed and what controls in place etc. how to mitigate risk 

27) How could securitisation instruments for SMEs be designed? What are the best ways to use securitisation in order 
to mobilise financial intermediaries' capital for additional lending/investments to SMEs? 

Need to  have common framework on securitisation including issues such as  the capital intensive nature of loans 
such as  those in the social housing sector, loans that are not performing and any funding in other areas 
(diversification). 
 

 

28) Would there be merit in creating a fully separate and distinct approach for SME markets? How and by whom 
could a market be developed for SMEs, including for securitised products specifically designed for SMEs’ financing 
needs? 

29) Would an EU regulatory framework help or hinder the development of this alternative non-bank sources of 
finance for SMEs? What reforms could help support their continued growth? 

30) In addition to the analysis and potential measures set out in this Green Paper, what else could contribute to the 
long-term financing of the European economy? 
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Annex:  

CECODHAS answer to EIB consultation on financing energy efficiency (January 2013)(extract) 

What do you think are the main barriers to energy efficiency investments? What might be done to overcome 
these? 

CECODHAS warmly welcomes the bank’s allocation of €85 billion annually to energy efficiency compared to €65 
billion for gas/networks and €50 billion for renewables to 2020, with buildings identified as a priority sector.  

Our experts have a clear view of the obstacles to lending to energy efficiency in general, many of which apply to the 
social housing sector. Projects are often small and fragmented in nature compared with the big energy infrastructure 
projects such as power plants which must become a thing of the past. Other obstacles leading to limited access to 
capital include budget deficit limits, retail banks not understanding the business of energy efficiency. This 
fragmentation results in high transactions costs, excessive complexity for small actors and a clear need for bundling 
of projects and intermediaries. Technical assistance schemes such as ELENA designed to assist local actors in 
prepared projects are too large for some.  

 
The bundling of maximum number of projects to cut down on transactions costs while ensuring quality control and 
respect for the banks criteria is an objective for social housing organisations. A big part of the transaction cost 
incurred is the price of conducting due diligence for loans. From the operational perspective of housing providers, 
the investment sizes are much too big ( e.g; 50 million limit for use of ELENA) and require complex collaboration 
between many municipalities.   

There is a need for capacity building tools which are more in tune with the operational level. Currently there is a mis-
match and a need to examine the use of financial intermediaries to make the bridge. The possibility of building 
capacity of existing structures to channel through EIB funds such as the Caisse de Depot in France or of KfW in 
Germany is a clear one. In some countries, social housing federations, could also be potential aggregators as many 
already function as banks for their members. Working with such counterparts , when needed in partnership with 
local banks, has been proven to bring down transaction costs, risk and thereby interest rates. (There is also a need to 
ensure transparency when working through intermediary banks to avoid excessive increases imposed by them) 
Where such institutions do not exist, their establishment is a must. They could also bring together new financing 
streams such as those which will be generated by energy supplier obligations in article 7 of the new Energy Efficiency 
Obligations or emissions trading schemes, particularly to address fuel poverty.  

EU funding and Financial Tools: Adaptation: Scale and Timing would improve usefulness  
 
Technical Assistance  
 
Technical assistance offered by initiatives such as ELENA respond to a real need for planning guidance at local level. 
These should be made permanent but should be possible to use on smaller projects and should be accessible in the 
appropriate scale and timeframe. Difficulties to access ELENA support, in particular, has been reported by a number 
of bodies at national level, citing excessive complexity which almost implies  the need for technical assistance to 
apply for technical assistance.  
 
Eligibility criteria  
 
Lack of clarity on eligibility for the scheme has also been reported as an obstacle. The ELENA terms of reference 
clearly identify buildings as a potential investment area for energy efficiency, including social housing however the 
eligibility is limited to public bodies ( definition includes the criteria that organization must be over 50% publically 
funded. )  
 
This definition excludes some social housing organisations which while they themselves are not publicly funded their 
renovation and construction projects and accounts are subject to government approval, EU Public Procurement law 
and even partly publicly financed as they are defined as a service of general interest. ( this is for example the case in 
Denmark)  
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Bankability  
 
Skills in accurate stock auditing integrated into local heating, cooling and energy planning are needed to increase 
attractiveness of investments.  
 
Guarantee funds for financiers have a role to play. The European Investment Bank provision of such a fund could 
help to kick-start investment. 
 
 
 
 
 
 
CECODHAS Housing Europe ‘ The Federation of public, cooperative and social housing’, is a network of national and 
regional social housing federations gathering 4.500 public, voluntary housing organisations and 28.000 cooperatives 
housing. Together the 45 members in 19 EU members States manage 25 million dwellings. CECODHAS members 
work together for a Europe that provides access to decent and affordable housing for all in communities which are 
socially, economically and environmentally sustainable and where all are enabled to reach their full potential.  

Power House nearly Zero Energy Challenge: Bringing about change within any sector is a challenge; transforming 
energy use in Europe’s homes to adapt to new energy landscape is a particularly complex one. As Member States 
work on new definitions and framework to promote nearly-Zero Energy Buildings, CECODHAS Housing Europe, with 
the ‘POWER HOUSE Nearly Zero Challenge' initiative provides a structure for a pan-EU knowledge exchange between 
social housing practitioners to learn from each other about the practical implications and costs of ambitious energy 
performance codes and to inform policy makers of the outcomes of this exchange. 

 


