GEOMATICS AND ENVIRONMENTAL ENGINEERING ¢ Volume 4 * Number 3 « 2010

Ryszard Hycner*, Jan Ruchel*

An Influence of Location Prestige Factor
on Price of Dwelling**

1. Introduction

The main objective of the paper is presentation changes which were taking
place on real estate market in Poland within the period of 2007-2009 in the biggest
Polish towns, and on this background — prices of extremely expensive dwellings.
Presented data and results of researches show trends for prices of offered dwell-
ings. One should add, that medium prices data are taken here into account. They
concern prices on both primary and secondary market, discussed together.

Real estate market in Poland was the problem of big interest lately, mainly be-
cause of increasing of real estate prices. Despite the high prices of real estate,
dwellings were commonly bought. It was mainly caused by strong fear of perma-
nent increasing of real estate prices and also increasing tax value paid yearly from
real estate.

There is no institution in Poland dealing with recording real estate prices. It
causes that data about dwellings market are inconsistent and hard to compare. It is
easy to determine trends on market if there is visible prosperity. To perform such
work is more difficult in case when trends are inconsistent or they have little changes.

There were taken into account in Poland data concerning such towns as:

— Warszawa,

— Poznan,

— Gdansk,

— Gdynia,

— Katowice,

— Lublin.

They are biggest towns in Poland, representative for real estate prices.
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Lists have been made on the basis of monthly reports concerning medium of-
fered of dwellings prices in selected towns. They have been worked out by
OpenFinance [12]. It assures full comparability of prices data coming from the
whole presented period. Lists have been worked out for the period 2007-2009
years.

Mentioned data concern prices of offered luxurious dwellings located in di-
rect centres or at so called “old cities” of examined towns. They come from in-
ternet portals inserting offers of real estate selling, from web pages of various of-
fices of real estate trade and from registered developers. Offers of individual own-
ers of real estate were not taken into account, at all.

2. Characteristic of Dwellings Being the Subject of Researches

Dwellings being the subject of researches are mainly new flats (so called: as
built apartments), accepted for using in a short period of time from the moment of
researches. They are also existing but renewed flats with highest standards of their
furnishing. They are mostly in old, monumental tenement houses, located in di-
rect centres of towns.

Characteristic features as apartment has, is high standard of quality of work,
the newest technologies of building (thermal and acoustic isolations, comfortable
furnishing and big usability of common space. Such dwelling also demands addi-
tional services like reception, personal assistance necessary for apartment daily
cleaning, little repairs, and so on. Building monitoring is also an essential factor,
increasing the level of safety of owners of apartments.

The factor, distinctly distinguishing apartments from other dwellings on real
estate market, is their prices. It results from the fact that purchasing of dwelling,
which price exceeds over a dozen or so thousands PLN for 1 m’ in attractive lo-
cated and rich furnished building, means prestige for purchaser and may be as-
sumed that purchaser has high society status.

In order to describe this problem, some graphs showing lists of offered me-
dium prices for 1 m* space of luxurious dwelling, have been prepared. They con-
cern biggest towns in Poland in 2007 through 2009 years (Fig. 1-3) and summary
graph showing list of offered medium prices for 1 m” space of luxurious dwelling
in biggest towns in Poland in 2007 through 2009 years (Fig. 4)

At first, trend does not show distinct changes. Falling down prices is “hid-
den” in decreasing difference between offered prices and selling prices. It is dis-
tinctly visible decreasing trend of offered medium prices in the next periods. It is
also visible “calming down” and stabilization of prices in the last period.
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gru-06 | sty-07 | lut-07 |mar-07 kwi-07|maj-07|cze-07 | lip-07 |sie-07 \wrz-07 |paz-07 | lis-07 |gru-07
—eo—Warszawa | 8560 | 8656 | 9017 | 9296 | 9236 | 9540 | 9534 | 9625 | 9797 | 9820 | 9710 | 9590 | 9540
—o—Krakow 7501 | 7891 | 7909 | 7941 | 8022 | 8295 | 8324 | 8311 | 8563 | 8454 | 8458 | 8327 | 8051
—e—Wroctaw | 6585 | 6751 | 6782 | 6700 | 6906 | 7106 | 7479 | 7467 | 7314 | 7033 | 7253 | 7347 | 7523
—e—Poznan 4852 | 4984 | 5014 | 5768 | 5918 | 6265 | 6764 | 6525 | 6825 | 6423 | 6513 | 6360 | 6249
—e—Gdarisk 5539 | 5874 | 6033 | 6232 | 6558 | 6433 | 6791 | 7169 | 7003 | 6685 | 6838 | 6891 | 7149

—o—Gdynia 6423 6554 | 6468 | 6793 | 7199
—o—Katowice 4006 4037 | 4221 | 4455 | 4531
==o—Lublin 5119 5425 | 5239 | 5267 | 5348

Fig. 1. List of offered medium prices for 1 m? space of luxurious dwelling in biggest
towns in Poland in 2007 year

Source: [12], modified by authors
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gru-07 | sty-08 | lut-08 mar-08/kwi-08 maj-08|cze-08 | lip-08 | sie-08 |wrz-08 paz-08 | lis-08 |gru-08
—e—Warszawa | 9540 | 9566 | 9599 | 9541 | 9582 | 9536 | 9591 | 9510 | 9599 | 9509 | 9575 | 9435 | 9170
—eo—Krakow 8051 | 8248 | 8197 | 8005 | 8022 | 8076 | 7807 | 7775 | 7753 | 7700 | 7899 | 7603 | 7374
—e—Wroctaw | 7523 | 7500 | 7430 | 7216 | 7190 | 7069 | 7261 | 7001 | 7151 | 7211 | 7164 | 7057 | 6869
—e—Poznan 6249 | 6278 | 6210 | 6247 | 6312 | 6116 | 5938 | 5912 | 5895 | 6006 | 6020 | 5856 | 5816
—o—Gdarisk 7149 | 7161 | 6963 | 7079 | 6986 | 6769 | 6967 | 6963 | 6791 | 6848 | 7092 | 7011 | 6467
~e—Gdynia 7199 | 7188 | 7365 | 7196 | 7028 | 7033 | 7355 | 7433 | 7034 | 7172 | 7228 | 7170 | 7052
—e—Katowice | 4531 | 4708 | 4701 | 4468 | 4576 | 4282 | 4312 | 4333 | 4335 | 4297 | 4070 | 4150 | 4141
=o—Lublin 5348 | 5176 | 5103 | 5187 | 4936 | 5156 | 5216 | 5247 | 5215 | 5140 | 5286 | 5134 | 5125

Fig. 2. List of offered medium prices for 1 m? space of luxurious dwelling in biggest
towns in Poland in 2008 year

Source: [12], modified by authors
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—e—Warszawa| 9170 | 9144 | 9089 | 9191 | 8853 | 8762 | 8856 | 8899 | 8875

—e—Krakow 7374 | 7358 | 7408 | 7218 | 7270 | 7382 | 7214 | 7227 | 7345

—e—Wroctaw | 6869 | 6824 | 6755 | 6711 | 6634 | 6644 | 6644 | 6703 | 6737

—e—Poznan 5816 | 5750 | 5724 | 5699 | 5673 | 5609 | 5580 | 5632 | 5782

—e—Gdarisk 6467 | 6456 | 6445 | 6425 | 6465 | 6302 | 6413 | 6490 | 6399

—e—Gdynia 7052 | 6984 | 6714 | 6524 | 6488 | 6292 | 6439 | 6457 | 6457

—e—Katowice | 4141 | 4123 | 4170 | 4092 | 4146 | 4118 | 4140 | 4087 | 4067

==o—Lublin 5125 | 5000 | 5001 | 5004 | 4963 | 4949 | 4912 | 4858 | 4932

Fig. 3. List of offered medium prices for 1 m? space of luxurious dwelling in biggest

towns in Poland in 2009 year
Source: [12], modified by authors
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2007 | 2007 | 2007 | 2007 | 2008 | 2008 | 2008 | 2008 | 2009 | 2009 | 2009 | 2009
—e—Warszawa | 8744 | 9437 | 9747 | 9613 | 9568 | 9570 | 9539 | 9393 | 9134 | 8824 | 8387
—e—Krakow | 7767 | 8214 | 8443 | 8279 | 8165 | 7968 | 7743 | 7625 | 7380 | 7289 | 7286
—e—Wroctaw | 6706 | 7164 | 7271 | 7374 | 7484 | 7173 | 7121 | 7030 | 6816 | 6641 | 6720
—e—Pozna | 4950 | 6316 | 6591 | 6374 | 6246 | 6122 | 5938 | 5897 | 5763 | 5621 | 5707
—e—Gdarisk | 5815 | 6594 | 6952 | 6959 | 7091 | 6907 | 6867 | 6857 | 6456 | 6393 | 6445
—a—Gdynia 6489 | 6820 | 7251 | 7139 | 7213 | 7150 | 6917 | 6406 | 6457
—o—Katowice 4022 | 4402 | 4647 | 4390 | 4322 | 4120 | 4145 | 4135 | 4077
=o=Lublin 5272 | 5285 | 5209 | 5103 | 5201 | 5182 | 5042 | 4941 | 4895

Fig. 4. List of offered medium prices for 1 m? space of luxurious dwelling in biggest

towns in Poland in 2007 through 2009 years
Source: [12], modified by authors
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3. Prices of Dwellings with Prestige Location
in Selected Polish Towns!

As it has been mentioned earlier, one can separate on real estate market,
a group of dwellings, located in direct centres of towns. They are in close neigh-
bourhood their monumental parts, with big so called “potential view” (for exam-
ple Krakow major market with the view at Sukiennice). Such dwelling should be
either modern, very attractive apartment of extremely high standard or renewed
flat in monumental tenement house. Prices for 1 m” space of mentioned dwelling
reach several dozen thousands for 1 m* space, in spite of the fact that the area of
such dwelling exceeds significantly 100 m”.

By so high prices on the market, differences between upset prices and transac-
tion prices are usually some percent less than in the rest transactions.

Purchasers looking for dwellings of unique location must take into account
their extremely high prices, reached “sky-high” level, sometimes. Thus, in
Warszawa, for example nearby Plac Zamkowy (Castle Square), it is value almost
45 thousand PLN for 1 m’ space. The newest record at this field is the price of
dwelling with adjoining places, located by Mikotajska street in Krakow (between
major Market and minor Market) of area 140 m”. Upset price for this dwelling is
8.5 million PLN, that is medium price for 1 m* space exceed 60 thousand PLN?. Of
course they are single cases and moreover concerning the most attractive towns.
Usually, upset prices reach 1.5 to 2 times value of medium prices for quarter of the
town. The bigger, more attractive and prestige town, the bigger difference in upset
prices for 1 m® space of dwelling.

Old City in Warszawa, capital town, is the “prices leader” on Polish real es-
tate market. Similarly, medium price of dwelling in Warszawa (excluding the most
fashionable resorts as Sopot and Zakopane), is also the highest in Poland. Medium
offered prices for the whole town oscillate at 9 thousand PLN for 1 m” of its space.
The highest prices of dwellings located on Old City in Warszawa reach the value
of 44 thousand PLN for 1 m” space, with medium price for 1 m* space being for
Old City about 25 thousand PLN for 1 m” space.

Krakdéw, Polish town, having many monumental places with former residence
of Polish kings and other monuments is one of the most attractive places for settle-
ment. The highest price for 1 m* space reaches here 60 thousand PLN for 1 m’
space. Medium prices reach 22 thousand PLN in the direct centre of Krakow,

! Researches have been done on the basis of the advertisements from primary and secondary mar-
ket, inserted on portals [6-8], [10-12] within the period of January 2008 — September 2009, consid-
ering dates of placing offers.

2 Offer was not taken into account in the list [7].
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by contemporary medium price, being on level on slightly more than 7 thousand PLN
for 1 m* space.

Wroctaw is the following, extremely attractive place for living. The highest
price for 1 m” space reaches here 30 thousand PLN for 1 m* space. Medium prices
are on 11.5 thousand PLN, by medium price in Wroctaw being now below 7 thou-
sand PLN for 1 m” space.

Medium price for 1 m* space in Old City in Gdansk is 10.5 thousand PLN for
1 m’ space, and the highest price reaches 17 thousand PLN zt for 1 m* space, by
medium price in Gdanisk being on level of 6.5 thousand PLN for 1 m” space.

Medium price for 1 m* space in Old City in Poznan is 7.3 thousand PLN for
1 m* space. The highest price is over 11 thousand PLN for 1 m” space, by medium
price in Poznan being on level of 5.5 thousand PLN for 1 m* space.

On the basis of short analysis of presented data, it is clearly visible diminish-
ing interval between the highest and medium values for towns, presented in or-
der. It is shown on graph for selected towns and years from 2007 to 2009, divided
into quarterly periods (Fig. 5). For rest towns the interval between maximum
prices and medium ones, is distinctly flattened. The smaller and less attractive
town the less difference between prices.

On the basis of graph (Fig. 5) one can also see, that maximum prices in exam-
ined period of time does not fulfil any rule, and their distribution seems to be ac-
cidental. Prices have only one common feature depending on that maximum
prices are visible higher and higher. Probably it is an effect of ending of financial
crisis. One must also clearly state, that maximum prices concern individual or not
numerous offers at similar price level. One should also add, that mentioned prices
show only appearance of maximum price of offers for 1 m” space. It results from
the fact, that number of these offers does not allow on their statistical working out.
In order to show list of prices changes on real estate market, mediana is used
more and more frequently, instead of medium value’. It better considers, as it
seems, appearance of extreme values.

It is also worthy remarking, that extremely high level of upset prices is the
factor encouraging rich clients to purchase dwelling. They are individuals who
want to rise their social status — through purchasing a very expensive dwelling.

Everywhere is visible a tendency: the closer to the “old city” the more expen-
sive dwellings. Differences in prices between several towns result from level of
medium prices in town. Some inconvenient factors connected with location of
dwelling (mainly difficulties in individual transport) are of no importance.

® Mediana (called also central value or second quantile) is in statistics a value of feature in ordinal
series, where above and below there is the same number of observations [1]. For even number of
observations it is average value of two central numbers.
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Fig. 5. Medium and maximum prices for 1 m? space of luxurious dwelling for 2007
through 2009 years, divided into quarterly periods, in selected Polish towns

Source: [6-8, 10-12], modified by authors

As it is visible in described cases, crucial factors determining the level of value
(upset price) of dwelling, are not such structural features as area of dwelling or its
technical condition, but mainly features of surroundings. They can influence, both
positively or negatively, on level of value of real estate. Yet, the major and the
most important factor, determining the value of dwelling is its location.

4. Prices of Dwellings with Prestige Location
in Selected Towns in Europe and in the World

In order to show tendency in prices trends in worlwide, we use a list of data
concerning prices of luxuries dwellings in the biggest towns in 2008, created by
Globalpropertyguide.com [9], presented on figure 6. Graph shows prices of dwell-
ings of space more than 120 m? located in direct centres of towns. From the pre-
sented graph results that the most expensive town in Europe is capital of England.
In London one must pay for 1 m” space of luxurious dwelling up to 24 thou-
sand USD, and in Warszawa over 4 thousand USD for 1 m” space.
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Fig. 6. Prices for 1 m? space of luxurious dwelling (in USD) of space about 120 m?, located
in direct centres in selected Europe towns

Source: [9], modified by authors

According to data given by portal [9], Warszawa occupies the 19th place in
the rank of prices of luxuries dwellings in the world.
One should also remark:
- very big difference of prices between London and New York, occupying
the second position in the rank, and following towns;
- extremely interesting fact, that prices in Berlin (31st places) are almost
twice lower as in Warszawa are.

It seems, that partial conclusions which one can create for Poland, on the basis
of graphs, are essentially contrasting, that is:

— prices of luxurious dwellings in Warszawa will grow, taking into account
that prices in London are significantly higher;

— prices of luxurious dwellings in Warszawa will become stabilized, or
slightly go down, taking into account, that prices (for example in Berlin)
are significantly lower.

One can also draw more probable conclusion than previous ones. Moreover, it
seems to be intuitively the most reasonable. Here it is: prices of luxurious dwell-
ings will grow or go down, and it results from the fact that this group of real es-
tate is extremely difficult to create prognosis within the range of prices, taking ad-
ditionally into account that difference in prices, being 20 percent of estimated
price of real estate, is very often a value of similar real estate located in less pres-
tige place.
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5. Conclusions

For many last years they had written that: “one can say, that prices of real es-
tate will grow and grow. Real estate will become a good investment of capital.
Growth can be disturb by cycles of slight prices downfalls. In Poland, there is big
lack of dwellings, many dwellings are devastated, and market suffers from lack of
dwellings of suitable standard. One needs much time in order to supply demand
at dwellings” [3]. It is visible, in the light of data presented in the paper, that such
statement has no any basis for contemporary real estate market in Poland.

Now, we entered into recession, world financial crisis and inflated to the lim-
its of abilities prices of real estate, moreover determined by level of possible mort-
gage credits. They mainly were responsible for growing prices for 1 m* space of
dwelling.

Yet, little number of dwellings included to luxurious, their irregular supply,
mainly in “attractive” towns, have extremely high prices. As graph shows (Fig. 6)
these prices are not consistent with common trends on real estate market. Similar
trends for luxurious dwellings one can see within “old Europe” (for example
Brussels and Paris) but of course on significant higher level.

Individuals purchasing luxurious dwellings are mainly the richest Poles and
clients from abroad (mostly Poles living abroad). According to lists made by
banks, most of purchased dwellings, which prices exceed a dozen or so thousands
PLN for 1 m” space, is bought not for speculative purposes, but for living. To live
in luxurious dwelling expresses and emphasizes social status and prestige of its
purchaser.

It is difficult to make prognosis of prices of luxurious dwellings considering
big amount of unexpected and elusive factors. Thus, it seems to be reasonable per-
forming permanent examinations changes of prices of such real estate, by inde-
pendent statistics centres. It will enable to anticipate changes of prices of real es-
tate and analyse trends on real estate market. Especially researches, made within
long period of time, with consideration of possibly broad set of parameters of lux-
urious dwellings, which top prices significantly differ from medium prices on
market, will enable draw conclusions determining these prices.

As it seems, without detailed researches one can only say now, that on
“crazy” prices of luxurious dwellings influence:

— location of dwelling,

- standard of furnishing dwelling,

- profitable placement invested in dwelling,

- snobbery and habits,

- simplification in managing business,

— patriotism of purchaser.
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Yet it seems, that the most probable, but not entirely perceptible factor, influ-

enced on prices of luxurious dwellings, located in prestige places of big towns in
Poland and in the world, is their location.
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