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After fourteen consecutive quarters of economic recession, GDP grew by 0.2% Year on Year (YoY) 
in 1Q2015. In the real estate sector, in 1H2015, both the total deeds and transfers of sale registered at 
the Department of Lands and Surveys (DLS) increased by 7% and 2.9% YoY respectively. Still, the 
contribution of the construction and real estate sectors to the GDP continued its decrease in the  
first quarter of the year, albeit at slower rates. At the same time, investment in the construction 
sector remained weak (€306.1m or 7.1% of GDP), down by €23m compared to the previous year. 
Average real estate prices decreased over the past year for all types of properties and the same trend 
was evident in the average rents. 

During the first half of 2015, the registered unemployed related to the construction sector decreased 
by 1,243 persons compared to the corresponding period of 2014, reducing the sector’s unemployment 
rate to 11.1%. As of May 2015, the average mortgage interest rates declined by almost 100 basis points 
YoY to 3.46%. The average lending rates for new business loans concerning amounts up to €1.0m 
were also down by 105 basis points compared to May 2014 and stood at 5.1% in May 2015. 

In May 2015, the Cyprus Parliament passed the legislation governing foreclosures, paving the way for 
Cyprus to participate in the European Central Bank’s quantitative easing programme. The foreclosures 
framework was a term of Cyprus’s bailout agreement with the Troika and was also a prerequisite 
for the disbursement of the next tranche of financial assistance. Tackling the high-levels of non-
performing loans (NPLs) is currently the most significant challenge faced by Cypriot banks. Restoring 
the financial health of the banking sector is key step in the economic recovery of the island. 

Most recently, on 1 July 2015, the government proposed a series of property tax and levies reforms 
aiming at stimulating activity and growth in the real estate and construction sectors. Following the 
proposal of the new measures, the House of Parliament passed a series of new laws on 9 July 2015.

Key indicators

 1Q2015 data,  Jan-April 2015,  May 2015,  1H2015

Source: CyStat, Department of Lands and Surveys (DLS), Central Bank of Cyprus (CBC)
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Property prices

Real estate1  market

Central Bank of Cyprus Residential Property Price Index 

Source: Royal Institution of Chartered Surveyors (RICS), DLS

Source: CBC 
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*Annual changes to average values as at June 2015.

2010=100The Central Bank of Cyprus Residential Property 
Price Index continued its downward trend in 
1Q2015, decreasing by 1% Quarter on Quarter (QoQ),   
and by a total of 5.1% YoY. The residential 
property prices in Nicosia were most affected by 
deteriorating market conditions, declining by 1% 
QoQ and 7.1% YoY.

3.7% to €107,000

5.3% to €376,700

0.6% to €96,500

2.6% to €349,900

3.9% to €107,200

3.7% to €314,100

stable at €82,400

3.6% to €111,200

stable at €277,200

4.4% to €321,000

       1 Description of properties according to RICS. Apartments: 2-bedroom, 85sqm, medium quality. Houses: 3-bedroom with garden, semi-detached, 250sqm, medium quality.                             
 Retail: High-street retail, 100sqm ground floor area with 50sqm mezzanine. Warehouses: Light industrial area, 2000sqm, 200sqm office space. Office: Grade A, city centre location,  
 200sqm. The total transactions refer to the total deeds of sale for the period January-June 2015, compared to the period January-June 2014.



Property prices
€000’s per sqm 

Apartment prices
€000’s per sqm 

Monthly property rental prices 
€ per sqm 

Monthly apartment rental prices 
€ per sqm

Apartments 

In 2Q2015, apartment prices and rental prices across Cyprus recorded falls in most cities and asset classes. The biggest 
decline in prices was recorded in Limassol (-3.9%), while in Nicosia and Larnaca fell by 3.7% and 3.6% respectively. 
Apartment prices in Paphos recorded a mild decline equal to 0.6%, while apartment prices in Famagusta remained 
stable. Furthermore, Nicosia recorded the highest annual decrease in rental prices (-9.6%), while rental prices in 
Famagusta and Larnaca remained relatively unchanged. 

Source: RICS

Source: RICS

Source: CBC 

Property prices (RICS)

According to the data released by RICS, property prices decreased further in 2Q2015. The highest annual decline in 
property prices was noted in the retail properties sector (-5.3%) and the lowest in house prices (-2.3%). Compared 
to 2Q2014, office prices fell by 4.1%, while warehouse and apartments’ prices fell by 2.9% and 2.6% respectively. 
Additionally, compared to 2Q2014 levels, monthly property rental prices in 2Q2015 dropped by 6% for retail property, 
3.6% for offices, 3% for apartments and houses and 2.8% for warehouses.
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House prices
€000’s per sqm 

Monthly house rental prices 
€ per sqm 

Monthly retail property rental prices
€ per sqm 

Retail property prices 
€000’s per sqm

Source: RICS

Source: RICS

Retail property

In 2Q2015, retail property prices in Nicosia fell dramatically (-9.5 YoY), whilst retail property prices in Paphos remained 
relatively stable (-0.1% YoY). A similar trend was evident in the rental prices of retail properties in Nicosia (-10% YoY), while 
the second highest decline was recorded in Limassol (-8.8% YoY). A more moderate decline was recorded in Famagusta 
(-5% YoY), while rental prices for retail property in Paphos increased by 2.1% YoY compared to their 2Q2014 prices.  

Retail property rental prices across 
Cyprus fell by 57.4% since 2010. The
average retail property rental price in
2Q2015 was €10.2 per sqm.

Houses 

In 2Q2015, house prices in Nicosia fell by 5.3% YoY, in Famagusta by 4.4% and in Limassol by 3.7% YoY. On the contrary, 
house prices in Paphos increased by 2.6% YoY and house prices in Larnaca remained relatively stable.  

Rental prices for houses in Larnaca declined considerably by 11.3%, while a milder decline in rental prices was recorded in 
Limassol (-3.6% YoY) and Nicosia (-1.7% YoY). Contrary to the declining trend recorded in the other districts, rental prices 
for houses in Paphos increased by 3.3% YoY, while rental prices for houses in Famagusta remained unchanged in 2Q2015.  
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Warehouse prices
€000’s per sqm 

Office prices
€000’s per sqm 

Monthly warehouse rental prices
 € per sqm   

Monthly office rental prices
€ per sqm 

Source: RICS

Source: RICS

Offices 

In 2Q2015, office prices in Nicosia recorded the highest annual decrease (-6.6% YoY), while office prices in Paphos 
remained fairly stable (-0.6% YoY). Office rental prices declined in all districts. The highest annual decline was recorded 
in Nicosia (-5.3% YoY), and the lowest in Limassol (-1.5% YoY).  

Warehouses

In 2Q2015, Nicosia experienced the sharpest decline in warehouse prices (-9.2% YoY). In Larnaca and Famagusta, 
warehouse prices decreased to a lesser extent during the same period (-5.9% and -4.6% YoY respectively). Contrary to 
the declining trend in all the other districts, warehouse prices in Paphos increased by 7% YoY in 2Q2015. Rental prices for 
warehouses continued declining in all districts in 2Q2015, with the exception of rental prices for warehouses in Nicosia, 
which increased slightly by 1.1% compared to their 2Q2014 prices.

According to the Global Housing Watch 
survey conducted by the IMF, Cyprus 
recorded the second highest decrease 
in house prices worldwide in 4Q2014.

Return on investment

The annual decline in property values in tandem 
with the reduction in property rental prices 
meant that the return on investment for all 
properties remained remarkably stable, albeit 
at the low levels of 2Q2015. The average gross 
yields stood at 5.2% for retail property, 4.4% 
for offices, 4.3% for warehouses, 3.8% for 
apartments and 1.9% for houses. 

Source: RICS

Initial yields

%
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Market activity 

Although private consumption increased in 2014 and in 1Q2015, market activity in the construction and real estate 
sectors remained subdued. 

In 2014, investment in construction was weak, amounting to 10.8% of GDP. For the first quarter of 2015, the total 
investment accounts for 15.4% of GDP, mainly due to the higher investment in other products2 rather than for 
construction purposes.

Specifically, 2.7% of GDP (or €117.1m) was investment for housing construction and 4.4% of GDP (or €189m) was 
investment allocated for other construction purposes. Compared to a year before, the total investment for housing 
construction is down by €30.1m, while total investment for other construction purposes is up by €7.1m.

    2 Other products include, inter alia, agricultural products, fisheries and aquaculture, metal products and machinery (including intangible fixed assets) and transport equipment. 
    3 Refers to the expenditure on fixed assets excluding land, less the value of sales of similar fixed assets. The cost of any assets produced for own use and of any major additions and 

alterations to existing fixed assets are included. Fixed assets acquired from others were valued at the full cost incurred i.e. at the delivery prices plus installation costs.
    4 The Construction Confidence Indicator is a component of the Economic Sentiment Indicator of the Economics Research Centre of University of Cyprus (CypERC). The economic sentiment 

indicator is compiled on a monthly basis by the Economics Research Centre of the University of Cyprus, and consists of weighted answers regarding the current status of all sectors and 
consumers. The sectors that are included in the indicator are services, retail trade, construction, industry and consumers. The weights used in the calculation of the Economic Sentiment 
Indicator reflect the contribution of each sector to the GDP.

Gross fixed capital formation3 

% of GDP

Source: CyStat

Production in construction

In 1Q2015, the index for building construction expanded by 0.9% YoY, whilst the sector of civil engineering projects 
contracted by 50.9% YoY. Overall, according to CyStat’s index of production in construction, the sector shrunk by 17.5% YoY.

At the same time, the Construction Confidence Indicator4 improved by 5.5 points in 2014, compared to the previous year. 
The index for the first half of the year improved by 3.7 points compared to the same period of 2014, but it still remains in 
negative territory.

Source: CyStat                Source: Economics Research Centre of University of Cyprus

Index of production in construction    
2010=100

 Construction confidence indicator

H
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Building permits 

In the first four months of the year, building permits were down by 2.3% YoY, reaching a total of 1,600. The number 
of building permits in Famagusta, Limassol and Nicosia declined by 8.3%, 5.3% and 3.8% respectively, whereas the 
building permits in the other districts increased. The most important increase took place in Larnaca, in which the 
building permits went up by 4.3% YoY. Looking at the average annual growth rate from 2009 to 2014, residential 
building permits declined the most with an average annual rate of 12.3%. The downward trend in building permits is 
also evident in non-residential building permits (-8.3%) and in civil engineering projects (-9.1% YoY).

In terms of construction area, building permits for the period January to April 2015 increased by 13.2% and  
5% YoY in terms of project value, to 293,702sqm and €314.3m respectively.

Building permits*
% YoY change 

Source: CyStat

*Number of units

Residential building permits             Non-residential building permits   
(average annual growth rate 2009-2014)

Source: CyStat

%                  %

/



% YoY change

Construction and real estate sectors’ contribution to GDP

% of GDP

€b       % YoY change 

Source: DLS

Source: DLS

Source: CyStat

Deeds of sale 

The upward trend of 2014 for total deeds of sale 
continued in the first half of 2015 (increase of 7% YoY, 
reaching a total of 2,368 as of June 2015). The increase 
was mainly attributed to domestic residents. The total 
deeds of sale to domestic residents were up by 7.5% YoY 
(or 121 units) for the period, while the total deeds of sale 
to foreigners were up by 5.7% or 34 units for the period. 
The deeds of sale increased significantly in Larnaca (up 
by 36.1% YoY, reaching a total of 505 units) but declined 
considerably in Famagusta (down by 19.1% or 31 units YoY).

Transfers of sale

The total transfers of sale in the first half of the year, 
both the number of units and the total value transferred, 
significantly increased by 2.9% and 4.1% YoY respectively. 
A total of 4,573 units (€0.89b) were transferred, up 
from 4,443 units (€0.86b) a year before. The increase in 
the transfers of sale is attributed to increased demand 
by domestic residents (transfers of sale to domestic 
residents were up by 3.3% YoY, reaching 4,317 units in 
the first half of 2015). At the same time, the transfers of 
sale to foreigners were down by 2.7% YoY. Limassol and 
Paphos recorded the majority of the property sales to 
foreigners (30.1% and 28.5% respectively).

Economic significance 

Despite its dramatic contraction since 2008, the 
construction sector continues to add significant value 
to the country’s GDP (2.5%). In absolute amounts, the 
contribution of the construction sector to the country’s 
GDP in 1Q2015 (€108.7m) was down by 78.4% versus its 
high value of 1Q2008 (€503.5m, 10.9% of GDP). 

On the other hand, the contribution of the real estate 
sector to the GDP is up by 9.2% in 1Q2015 compared to 
1Q2008, when the financial crisis was in its infancy. It is 
estimated that the real estate sector accounted for about 
one tenth of the country’s GDP for the first quarter of  
the year (10.3% or €448.6m). 
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Source: DLS

Source: DLS

Source: CyStat

Property tax reforms

On 1 July 2015, the President of the Republic announced a series of measures aiming at providing incentives to real 
estate investors in an effort to stimulate growth in the sector. The announced tax proposals have been approved by  
the Council of Ministers. Some of the measures in question have already been adopted by the House of Parliament,  
and some of them are expected to be put to the House of Parliament after the summer break.         
The proposed measures include:

Current and proposed tax reforms
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Introduction of a single property tax on the
basis of a single low tax rate (1‰) based on
the 2013 DLS valuation.
The immovable property tax for 2015 will be 
calculated based on 1980 valuations, just like 
it was in 2014. 

Abolition of municipal and community taxes
on all properties.

An exemption from future capital gains tax
for all properties purchased by the end of 2016.

Amount payable depends on the size and market value
of the property based on 1980 rates. The rate is
determined by each municipality or communal board. 

Capital gains realised from the sale of immovable property
are taxed at 20%, with a lifetime exemption of €84,530 if 
the property was owner occupied for at least 5 years. 
 

Extension until the end of 2016 of the increased capital allowance for machinery, installations and buildings.



On 9 July 2015, the House of Parliament, passed legislation for the decrease by 50% of the transfer fees payable on all     
property sales and registration of leases or subleases that will take place until 31 December 2016. 

In addition, the House of Parliament passed a number of new laws which, inter alia:

Introduce the “non-domicile” status, aiming at attracting high-net worth individuals to become Cyprus tax residents.  
Non-domicile tax residents will benefit from the exemption on the special defence levy on rental, interest and dividend 
income (currently at 2.25%, 30% and 17% respectively).

Introduce a tax allowable deduction on corporate equity by way of a notional interest deduction5. The notional interest 
deduction will be calculated on the basis of a reference interest rate on new equity held by the company and used in     
the business. New equity is defined as any capital introduced in the business on or after 1 January 2015. 

Provide an exemption from future capital gains tax for properties (land and land with buildings) purchased by the          
end of 2016.

The government estimates that the decrease in tax revenue that will result from the implementation of the tax reforms will be 
around €20-€21m annually, an amount that the government expects will be eventually covered by the increased activity and 
growth in the sector.

MoU reforms 

Following Troika’s sixth review in May 2015, the updated Memorandum of Understanding on Specific Economic Conditionality 
(June 2015) contains several reforms and targets that are expected to be achieved by the Cypriot authorities during the period 
2015 to 2018. More specifically, the Cypriot authorities should present a draft legislation to programme partners that ensures, 
inter alia, that: 

 A rules-based procedure that facilitates the transfer of the title to buyers that have paid the seller in full within six 
months after the settlement of the transaction. 

 The procedure for issuance of titles is streamlined. 

 Safeguards against abuse are provided by introducing inter alia, a mandatory escrow account to route all payments 
related to a property transaction, as well as adequate compensation for the parties involved.

   

       

      5 The notional interest is defined as the rate of yield of the 10-year government bond of the country in which the investment is made increased by 3%, with the minimum notional interest being  
 the  yield of the 10-year Cyprus Government Bond on 31 December of the preceding tax year, plus 3%. 

      6 According to EBA, the below exposures are considered as non-performing if: 1) The debtor is assessed as unlikely to pay their credit obligations in full without the realisation of the collateral,  
 regardless of the existence of any past due amount or the number of days past due, 2) impaired exposures, 3) material exposures which are more than 90 days past due or 4) performing 
forborne exposures that were re-restructured within a 2 year probation period, or 5) performing forborne exposures under probation (2 years) that present more than 30  days past due after the 
restructuring date.

Crucial to the success of the country’s economic 
adjustment programme is the need to reduce Cyprus’ 
extremely high level of non-performing loans (IMF Report, 
June 2015). Following the adoption of the new European 
Banking Authority (EBA) definition of the NPLs, the so 
called non-performing exposures (NPEs6), reached 46.6% 
of total loans for the core domestic banks at the end 
of April 2015. However, this objective was hampered by 
delays in the introduction of the key components of the 
private debt restructuring legal framework. The insolvency 
legislation was eventually adopted in April 2015, at which 
point the suspension of the foreclosure law was lifted. 
The implementing regulations for the foreclosure law—
necessary for actually carrying out foreclosures—were 
then adopted in mid-May. Their adoption is a significant 
step towards establishing a modern legal framework to 
deal with the NPEs that will favour not only the banks but 
also the borrowers. A reduction in the high levels of non-
performing exposures in the banks’ portfolios could enable 
them to provide new credit and in turn, support growth and 
employment. 

Despite the steps made towards the implementation of 
the foreclosures and insolvency frameworks, the current 
high cost of borrowing along with the lack of liquidity is 
dragging down the demand for credit for real estate and 
construction purposes.

Foreclosures and insolvency legislation

In September 2014, the government introduced a number 
of new regulations and incentives, with the intention of 
attracting non-EU residents to invest in Cyprus through 
various options, including buying property. In return,  
investors acquire either a permanent residency permit or the 
Cypriot citizenship/passport. 

The investment requirements that should be fulfilled by the 
investor include:

Permanent residency permit acquirement

 The scheme allows third country nationals to obtain 
permanent residence in Cyprus by buying property in Cyprus 
with a minimum cost of €300,000. 

Citizenship/passport acquirement

 Investment in real estate development projects, including 
residential or commercial development projects, tourist 
industry developments or other infrastructure projects, 
excluding undeveloped land.

According to the Ministry of Interior, it is estimated that the 
citizenship scheme resulted in investments in excess of €2b, 
to date. This scheme, along with other targeted schemes, 
could further boost the real estate market activity and 
enhance the economic growth of Cyprus.
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By the end of October 2015, the Cypriot authorities should propose legal or contractual standards for property sales 
contracts and connected loan and mortgage arrangements and further legislative and administrative measures       
necessary to incentivise the swift transfer of title deeds. 

Eligibility for permanent residency permit and 
Cyprus citizenship   



Challenges

Lending rates  

As of May 2015, mortgage interest rates7 were almost 100 basis points (bps) lower YoY (3.46% vs 4.37%) and 22bps 
lower than April 2015. Despite the significant decrease, mortgage rates remain well above the Eurozone average (2.04% 
as of May 2015).

At the same time, interest rates on corporate loans8 were also down by 105bps (5.1% vs 6.14%). The corresponding 
Eurozone average rate stood at 2.9% in May 2015.

Labour force in the construction sector

During the first half of the year, there were on average 45,247 registered unemployed persons in Cyprus, of which 
12.5% (5,623 persons) were attributed to the construction sector. As of 1Q2015 employment in the construction 
sector made up 6.3% of the total employment (1Q2014: 6.7%).

      7 Floating rate and fixed rates for up to 1 year for new business.
      8 Loans up to €1m, floating rate and fixed rates for up to 1 year.

Construction index vs unemployment rate

2010=100                  %

Source: Eurostat, CyStat
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Privatisation of semi-government organisations 

On 18 June 2015, the Ministry of Transport, Communications and Works published a call for tenders for the privatisation 
of the commercial activities of the Limassol Port. The port accounts for 80% of passenger traffic and 70% of all 
commercial activity of Cyprus ports. This transaction is seen as an important step in the modernisation and investment 
in the economic infrastructure and efficiency of Cyprus.

Casino legislation

On 9 July 2015, the House of Parliament passed a law governing the establishment, operation, supervision and control 
of an integrated casino resort in Cyprus. The legislation foresees the establishment of one major integrated casino 
resort and four smaller satellite casinos, three of which will be limited to gambling machines, while the fourth one can 
provide table games as well. According to a study commissioned by the government, the operation of an integrated 
casino resort could induce half a million to one million additional tourist arrivals in Cyprus and contribute 0.8%-1% to 
GDP growth, per annum. 

Developments 



Abbreviations 

CBC-Central Bank of Cyprus

CyStat-Cyprus Statistical Service

DLS-Department of Lands and Surveys 

EBA-European Banking Authority

EC-European Commission 

ECB-European Central Bank

Eurostat-European Statistical Office

EU-European Union

GDP-Gross Domestic Product

IMF-International Monetary Fund

IPT-Immovable Property Tax

IRD-Inland Revenue Department

MoU-Memorandum of Understanding on Specific    
Economic Conditionality

NPE-Non-performing exposure

NPL-Non-performing loan

QoQ-Quarter on Quarter

RICS-Royal Institution of Chartered Surveyors 

RPPI-Residential Property Price Index

sqm-Square metres 

Troika-EC, ECB, IMF

VAT-Value added tax

YoY-Year on Year
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