

















with a green label. The findings reveal that the
definitions used in this research are robust, and
the results are evidence of tenants valuing energy
efficiency, as presented in Appendix 4.

In addition, an alternative energy label, the energy
index, was used to determine if these results are
robust when using a different energy consumption
metric. The energy index is a voluntary instrument
that uses a more accurate determination of a
dwelling’s energy performance than the method
used to determine an energy label. Similar results
were found using this alternative energy label, as
Appendix 5 shows.

Furthermore, tests were performed to determine
if these results were driven by dwellings in the
social sector, where the legal maximum amount
of rent is linked to energy performance. Both the
free and the social sectors receive a highly positive
and statistically significant green premium, which
demonstrates that these findings are not solely
driven by the social sector, as can be seen in
Appendix 6.

CONCLUSION

This research aimed to investigate the relationship
between energy labels and the rental prices
of residential real estate in the Netherlands.
To research the implications of green labels in
residential real estate on rental prices, a hedonic
pricing model was developed based on a dataset of
just over 200,000 observations in the Netherlands
from january of 2008 until September of 2017
Evidence has been presented on label adoption
and its financial impact on rental prices.

The evidence revealed that there is a statistically
significant premium for dwellings with better
energy labels. Dwellings considered ‘green’ (labels
A, B or C) receive 2.6% higher rents. Moreover,
the evidence regarding individual dwellings
demonstrated that dwellings with a label of A, B
and C receive significantly higher rents relative to
the reference group (label D), i.e., 6.2%, 3.2% and
1.0%, respectively. On the contrary, the evidence
revealed there are significant discounts in rental
prices for dwellings with energy labels E, F and G,
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namely, -1.2%, -1.8% and 1.4%, respectively. This
demonstrates that renters are willing to pay a
premium for homes that have been labelled as
more energy efficient, or ‘green’. Our results show
that this price premium varies with the energy
performance and is robust to variations in the type
of energy rating, level of urbanisation and rental
segment.

These findings contain some important lessons for
investors. When improving the energy efficiency
of a dwelling, the increased energy efficiency is
recoghized at the time of a new rental transaction,
which leads to a higher rental price. However,
future research should examine to what extent the
premium found covers the costs of upgrading a
dwelling to a better energy label.

Future research can further investigate which types
of dwellings receive the largest premium and, more
specifically, the types of renters who are willing to
pay this premium. What motivates renters to rent
green, and the question of whether energy savings
and therefore reduced energy expenditure or
environmental concerns drive the trend towards
green, should be examined. This research has
presented evidence on the relation between
energy efficiency and rental prices in the residential
sector in the Netherlands. Future research should
examine if this positive relationship between energy
performance and rent price is also present in the
commercial sector in the Netherlands. Moreover,
future research should examine if this relation is
simitar in other EU member states.
























