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Regional round up: news from around the globe

Housing shortage: a persistent reality  
in Latin America and Caribbean
 By Claudia Magalhães Eloy 

Housing deficit figures are still very high in 
urbanized Latin America and the Caribbean: 
59 million people live in dwellings that are 
either unsuitable for habitation or are built 
with poor materials and lack basic infrastruc-
ture services, according to the Inter-American 
Development Bank [IDB] 2012 report on the 
housing deficit in the region1. This report 
also estimates that as many as 2 out of the 
3 million households that spring up annually 
in the region’s cities are forced to settle in 
informal housing, such as slums, because of 
insufficient supply of adequate and affordable 
dwellings. IDB concludes that LAC countries 
need to foster greater private sector invest-
ment to increase the supply of housing; 
improve land regulation and boost financing.

A more recent study by UN Habitat2 defines 
housing deficit as an indicator or group of 
indicators that describes the set of housing 
needs of a population that cannot be satis-
fied based on the stock of adequate housing, 
which is available and accessible at present. 
Their 2010 deficit estimates for a group of 
11 countries in the region were:

The qualitative deficit takes into account units 
that are considered inadequate by a set of 
minimum standards3. According to the table 
below, it tends to be equivalent to twice the 
quantitative deficit. The quantitative deficit 
generally refers to the lack of housing in 
absolute terms and, in LAC countries, often 
encompasses improvised/precarious dwellings 
and family groups sharing the same housing 
unit. In those 11 selected countries, in 2010, 
it totaled around 23 million units, an impres-
sive figure that exceeds the total number of 
dwellings in each of these countries, except 
for Brazil and Mexico. 

Yet, the methods for producing such an esti-
mate may vary from country to country4.  
In Brazil, for instance, the quantitative deficit 
includes rented units that absorb more than 
30% of gross income of low-income fami-
lies (up to three times the minimum wage). 
In 2015, this component corresponded to 
42% of the total deficit, while the remain-
ing components were: shared units, another 
42%, precarious units, 12%, and overcrowded 
rented units for 4%.

According to the UN study, housing deficit is 
a “descriptive concept, which accounts for a 
negative balance situation between: 

(1)  the stock of adequate housing in a coun-
try/city/region or a given territory; and,

 (2)  the housing needs of its population. 

In this sense, the notion of housing deficit 
reflects an economic diagnosis in which the 
supply of housing is insufficient compared to 
a certain level of demand observed”. 

It is worth noting that demand, in this case, 
is not equivalent to the traditional economic 
concept, but represents groups excluded from 
access to adequate housing.

Therefore, the issue is heavily intertwined 
with macroeconomics and difficult to tackle 
as the region’s economic recovery travels a 
bumpy road alongside financial market volatil-
ity. FocusEconomics5 estimates that inflation 
in Latin America (excluding Venezuela) was 
5.2%, down from March’s 5.3% and the low-
est since February 2013, but it is expected 
to rise by year-end, to come in at 5.7%.  
In South America, the cycle of interest rate 
cuts will come to an end in the second quar-
ter of 2018, except for Argentina, where 
interest rates should fall once inflation is on  
a downward path. 

Political noise in many countries in the region, 
as discussed in the previous LAC column, is 
another factor that prevents more sound and 
comprehensive long-term policies from taking 
hold and contributes to market uncertainty, 
discouraging private investment.

Mortgage to GDP currently stands at below 
20% for most countries in LAC.

COUNTRY POPULATION DWELLINGS

HOUSING DEFICIT 
(NUMBER OF HOUSEHOLDS)

QUANTITATIVE QUALITATIVE

Argentina 44,293,292 13,800,000 1,255,817 2,156,658

Brazil 207,353,392 60,790,000 6,900,000 13,000,000

Chile 17,789,268 5,640,000 495,390 —

Colombia 47,698,524 13,300,00 1,307,757 2,520,298

Costa Rica 4,930,258 1,210,000 25,017 145,099

El Salvador 6,172,011 1,410,000 61,260 416,648

Guatemala 15,460,732 — 712,100 1,061,900

Mexico 124,574,792 28,510,000 9,675,006 21,526,675

Peru 31,036,656 — 1,860,692 1,470,947

Dominican Republic 10,734,247 — 360,000 540,000

Uruguay 3,360,148 — 51,889 213,954

1   Inter-American Development Bank (2012):  HYPERLINK “http://www.iadb.org/en/research-and-
data/dia-publication-details,3185.html?id=2012” Room for Development: Housing Markets in 
Latin America and the Caribbean.

2   Deficit habitacional em America Latina y el Caribe: Uma herraimenta para el diagnóstico y el desar-
rollo de políticas efectivas em vivenda y hábitat. ONU-Habitat, 2015.

3   A reference for that would be the Habitat Program, proposed in the UN Habitat II Conference 
in 1996.

4   One of the first references was produced by CEPAL (Déficit habitacional y datos censales soci-
odemográficos: una metodología”, 1996).

5  https://www.focus-economics.com/regions/latin-america



 Summer 2018 HOUSING FINANCE INTERNATIONAL 17

Regional round up: news from around the globe

Expanding housing finance down-market 
remains a challenge for the region due to 
a combination of factors: high and volatile 
interest rates, constraints on tapping into sec-
ondary markets to increase funding, informal 
labor and income inequality, among others. 
Altogether, these factors tend to exclude a 
significant number of families from qualify-
ing for a mortgage. The Brazilian quantitative 
deficit, for instance, that totaled 7,7 million 
units6 in 2015, showed that 91% of those 
households had monthly incomes of up to 
USD 606.007. Most of them were unable to 
qualify for mortgages at that point in time at an 
average interest rate of 9.5% per year (lowest 

at 6.8% at FGTS) and acquire a home at an 
average price of USD 1,950/sq. m8.

We have long endured these issues and have 
not yet been able to come up with adequate 
solutions. It is necessary to think outside the 
box, seek the same kind of innovative thinking 
that has found us reinventing ways of doing 
things in the age of startups. The debate 
conducted by the Harvard Joint Center for 
Housing Studies, entitled “How Could Changes 
in Design, Construction, and Regulation 
Reduce the Cost of Housing?” (April 2018) 
discussed promising approaches to design, 
construction techniques, financing, regula-

tion and other housing related fields. This 
year’s World Bank 8th Global Housing Finance 
Conference debates new ideas for financing 
affordable housing and the major challenges 
in bolstering housing finance markets. Among 
the topics on the agenda: ways of fostering 
a creative environment for housing finance 
systems, financing the upgrading of informal 
settlements, crowd funding for affordable 
housing developments, harnessing technol-
ogy to reach underserved income groups and 
new approaches for underwriting informal 
income earners.  The next issue of this journal 
will bring you an update on these discussions 
regarding the LAC region.

6  Conjuntura da Construção, FGV, Junho/2017.
7  In 2015 the minimum wage was BRL 788.00.

8  BRL 7604/m² according to FipeZap based on data of 20 major cities.

FIGURE 1    Mortgage Loans as a % of GDP for Selected Countries (2014-2016)

Source: Hofinet
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