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Introduction

For most households, housing costs are their largest expense, particularly for low-income households in rental properties.
For this reason, the government recently decided to freeze social rents for two years while temporarily increasing the housing
allowance. However, the precise effects of changes in housing costs on tenants are not yet well-documented. When housing
costs change, people may adjust their consumption and/or their financial buffers. The extent to which this occurs is an
empirical question.

This question is challenging to answer because rent increases usually happen gradually. Therefore, we use a significant,
policy-driven shock. In 2023, the "one-time rent reduction" law was enacted, prompting housing associations to lower rents
for approximately half a million households. Tenants who rented a social housing unit on March 1, 2023, with a base rent
above €575.03 but earned less than 120% of the minimum income threshold for housing allowance in 2021 automatically
received a proposal to reduce their rent to €575.03.1

We compare the spending patterns of these tenants with those of a group that had a similar rent level before the measure
but did not receive a reduction and, in most cases, experienced an increase. This created differences in housing costs over
which the tenants themselves had no control. In this study, we use this exogenous shock in housing costs to demonstrate its
effects on consumption expenditures and financial buffers.

We show that households receiving a net rent reduction spend the entire amount of the reduction. This means that lower
housing costs directly contribute to higher household consumption and are not used to build financial buffers. If such a
reduction is only temporary, consumption will likely have to decrease again over time. Our research also highlights that
implementing targeted income-dependent rent policies is challenging. Although the rent reduction did reach lower-income
households, in practice, there was also a large group with similar incomes and housing costs that did not receive a reduction.

1 For the 2023 price level, the income limits per household type are as follows: single-person household: < €23,250; single-person elderly
household (entitled to state pension): < €24,600; multi-person household: < €30,270; multi-person elderly household (with one or more
individuals entitled to state pension): < €32,730. Households that had experienced a more recent income decline could apply for a
reduction themselves later in the year. We observe in the data that very few tenants received a reduction during the year, which suggests
that this did not occur frequently.
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Data and methodology

To measure the effect of the rent reduction on consumption, we use anonymized and aggregated transaction data from ABN
AMRO. We focus on tenants who receive housing allowance, rent from a housing association, and, in the first months of
2023 —Dbefore the reduction—had a total rent payment between €600 and €825 per month. Within this group, we distinguish
two subgroups: tenants who receive a rent reduction and tenants whose rent remains the same or, in most cases, increases.

To identify tenants with a rent reduction, we select households that begin paying lower rent between May and July 2023
and subsequently transfer between €575 and €675 per month in rent. This range is chosen because the base rent for tenants
receiving a reduction is set at €575, while service charges and sometimes an energy cost advance may still be included in
the total payment. Tenants whose rent was not reduced or whose rent increased form the control group.

In the two figures below, we show the development of paid rents and incomes around the period of the rent reduction. As
expected, given our selection of the groups, we observe that the two groups pay comparable rents before the rent reduction
is implemented. From the moment the rent reduction is applied, the groups begin to diverge. The treatment group
experiences the rent reduction, while the control group largely sees their rent increase.

Rent reduction implemented in July 2023 Incomes start to diverge after reduction
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A notable observation is that even though the incomes in the accounts were comparable between the two groups prior to
the policy measure, one group received a reduction and the other did not. The income in the account consists of salary,
pension, benefits, and allowances. Although the total income was similar before the rent reduction, its composition
differed. The group that received the reduction had higher housing allowances. After the rent reduction, the incomes begin
to diverge, as the associated housing allowance also decreases slightly, leading to a reduction in the total income of the
group with the rent reduction. To better understand the differences between the groups, we conduct an additional
analysis using CBS microdata, which is described in the box below.

In the continuation of the analysis, we track the rent payments, consumption expenditures, and housing allowances of the
groups with and without the reduction in the months surrounding the policy intervention. We estimate the effects of the
policy on income and expenditures between the control and treatment groups using a difference-in-differences method.
In this comparison, it is important to recognize that the two groups are not identical. For our analysis, it is not an issue if
these groups differ slightly on average. However, we must assume that—without the rent reduction—the trend in income,
expenditures, and housing allowances would have been comparable for both groups. We test this assumption by
comparing the trends in expenditures before the reduction. The differences in trend only emerge after the implementation
of the policy. In this case, it is plausible that these differences can be attributed to the rent reduction.



Box: Rent survey CBS

For this additional analysis, we use data on rental prices of properties from July 2023 and July 2022, obtained from the
CBS housing survey. These data are linked to information on the incomes, assets, and household characteristics of the
residents living in these properties. Similar to the transaction data, we focus on tenants who receive housing allowance,
live in social housing, and have not moved in the past year. Here, we compare the group that received a rent reduction
and saw their base rent reduced to €575 with the group of tenants who did not receive a reduction and paid €575 or
more in base rent. The households in the housing survey will differ slightly from those in the transaction data. In the
transaction data, we examine the rent paid, not the base rent. Only 0.5% of the properties in the housing survey are
located in Amsterdam, while approximately 8% of all social housing in the Netherlands is located there. ABN AMRO, on
the other hand, has a strong presence in Amsterdam.

Tabel 1: Kenmerken van huurders met en zonder huurverlaging, CBS huurenquéte

Geen  Wel A A%

Aantal observaties 26746 63433

Woonlasten per maand

Kale huur véér verlaging (mediaan) 633 635 2 +0.5
Kale huur na verlaging (mediaan) 647 575 72 -1141
Bruto huur vé6r verlaging (mediaan) 655 656 1 +0.2

Huurtoeslag vé6r verlaging (mediaan) 213 324 111 +52.1
Woonquote vé6r verlaging (mediaan, %) 27.1 269 -02 -08

Inkomen & vermogen
Besteedbaar inkomen 2023 (mediaan) 27960 25929 -2031 -7.3
Belastbaar inkomen 2021 (mediaan) 27032 19357 -7675 -28.4

Vermogen 1 jan 2023 (mediaan) 2857 2323 -534 -18.7
% problematische schulden (1 jan ’23) 173 141 -32 -185
Huishoudkenmerken

Leeftijd (mediaan) 57 57 0 +0.0
% eenpersoons-huishoudens 50.0 505 05 +1.0
% gepensioneerd 342 355 1.3 +4.0
% met Kinderen 295 355 6.0 +20.7
Uitkeringsafhankelijkheid (%) 213 26.7 54 +251

A = Wel — Geen en A% = Wel=Ceen , 100,
Bron: eigen berekeningen op basis van microdata van het CBS.
Alle bedragen zijn in euro’s, tenzij anders vermeld.

The table above compares households that received an income-dependent rent reduction in 2023 ("Yes") with
households that did not receive a reduction ("No"). Before the reduction, rents in both groups are comparable, but after
the reduction, we observe a difference of €74 per month. This can be explained by a €60 reduction in the group with
the reduction and a €14 increase in the group without the reduction. The group with the reduction receives more
housing allowance and has a slightly lower disposable income and median wealth compared to the group without the
reduction. The base rent minus the housing allowance, at €310 per month, is already relatively low in the group
receiving the rent reduction. However, due to additional housing costs and lower income, the housing cost ratio—the
total housing costs as a percentage of disposable income—is comparable in both groups. Thus, the picture from the
housing survey aligns well with the findings from the transaction data.

Households in the group with the reduction and the group without the reduction differ primarily because the group
receiving the reduction had a relatively low taxable income in 2021. In terms of disposable income, the differences are
much smaller, mainly because the group with the reduction receives more allowances, which slightly decrease due to
the rent reduction. The median wealth also differs by only a few hundred euros between the groups. However, there is
more variation in the wealth of households that do not receive a reduction, and we observe that problematic debt is
more common in that group. Households that do receive a reduction are more likely to have children and to depend on
welfare benefits.



Results

The results of our difference-in-differences regression analysis show that the rent for the treatment group decreases by an
average of approximately €71 per month compared to the control group. This is higher than the €56 per month reported
in the ministry's evaluation, as that evaluation did not account for the fact that the rent for tenants who did not receive a
reduction increased by €15.

The rent reduction directly causes the associated housing allowance to decrease as well: an average of approximately €45
less per month. Thus, after the reduction in rent is partially offset by a lower housing allowance, a portion remains: the net
rent reduction. The main contribution of our research is to examine how households spend this remaining amount.

While consumption patterns are the same before the rent reduction, the treatment group consumes more after the
reduction. Our analysis shows that households fully consume the extra amount remaining each month after the decrease
in housing allowance. Part of this is withdrawn from the account as cash (around €7), and another part is spent through
debit card payments (around €19). The additional debit card payments are used for groceries (about €6), other retail stores
(about €6), and other uncategorized debit card payments (about €7). Therefore, the net rent reduction is fully spent and
not saved.

This means that the marginal propensity to consume (MPC) is equal to one. In other words, every extra euro left over is
entirely spent. While we know from economic literature that lower-income groups spend a greater portion of every earned
euro on consumption compared to higher-income groups, this is exceptionally high. In this case, no extra savings are
generated.

After rent reduction, consumption increases Consumption rises by roughly 26 euros per month
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Conclusion

Our analysis shows that the differences in housing costs resulting from the income-dependent rent reduction in 2023 have
been absorbed by a structural decrease in housing allowance and a structural increase in consumption expenditures. This
means that the rent reduction directly contributes to higher household consumption and is not used to increase savings.
Every additional euro left over is fully spent. From the literature, we know that lower-income groups typically have a higher
marginal propensity to consume (MPC)—in other words, they spend a larger portion of every earned euro on consumption
compared to higher-income groups. Therefore, it is likely that our findings do not apply to other income groups.

In the 2025 Spring Budget Memorandum, the plan was announced to freeze social rents in 2025 and 2026 and to
temporarily increase the housing allowance, as a so-called "grocery bonus." If households respond to this measure in the
same way as they did to the income-dependent rent reduction, our analysis predicts that the extra amount left over will be
fully spent and not saved. When the housing allowance is lowered again, consumption is likely to decrease proportionally.
This would lead to fluctuations in consumption rather than a structurally higher level of spending.

Our analysis also highlights significant challenges in implementing targeted income-dependent rent policies. We found
little difference in account balances between a group eligible for the rent reduction and a group that did not receive it. The
rent reduction was determined based on base rent and the most recently known taxable income. Despite large differences
on paper, we observed these differences scarcely reflected in bank accounts. While the measure has improved
affordability for a group of low-income tenants, it has also created inequality compared to a group that was financially
relatively similar and, according to the microdata, even more frequently faced debt problems. This aligns with earlier


https://www.eerstekamer.nl/overig/20250414/evaluatie_inkomensafhankelijke/document

criticism from the Council of State, which concluded that the measure only applies to households renting from a housing
association and not to comparable private-sector tenants. Data also show that tenants in the private sector have much
higher housing cost-to-income ratios than those who received a reduction.

Policies that directly focus on structurally supporting income and financial stability are likely more effective than policies
aimed at adjusting rent prices.

Data and Disclaimer

In this publication series called "Transaction Trends," we share relevant economic insights from our ABN AMRO aggregated and
anonymized transaction data. We use transaction data to gain better insight into economic flows. For statistical research, we use only
aggregated and anonymized data. The outcomes of the research cannot be traced back to an individual and are solely intended for
research into economic trends.

This publication was made possible through a collaboration with Matthijs Korevaar (Erasmus School of Economics) and is part of
ongoing scientific research into the effects of housing policy, for which Korevaar has received funding from NWO (VI.Veni.231E.026) and
ethical approval has been granted (ETH2324-0933). The results in this research are partly based on Korevaar's own calculations using
microdata from Statistics Netherlands (project 9817).

The analyses based on transaction data and microdata were conducted independently; no data was linked.
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