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Amb. Roberto Buontempo
Chairperson | Foundation for Affordable Housing

Housing lies at the heart of human dignity and social stability. At the Foundation for Affordable Housing,
we are privileged to work within a unique partnership established by the Government of Malta and the
Archdiocese of Malta. This collaboration reflects a shared commitment to addressing one of the most
pressing challenges of our time—ensuring that everyone has access to safe, decent, and affordable
homes.

As Chairperson, | am honoured to guide an organization that represents the combined strengths of state
leadership and the moral vision of the Church. Together, we have created a foundation that prioritizes
fairness, transparency, and long-term sustainability in its approach to housing. We understand that
providing affordable housing is not just about meeting immediate needs; it is about building communities
where individuals and families can grow, contribute, and thrive.

This policy document embodies the spirit of this collaboration. By pooling expertise, resources, and a
commitment to socialjustice, we have developed a blueprint that addresses housing challenges through
innovative, inclusive, and practical solutions. The efforts of the foundation reflect a shared belief that
housing is more than a commodity—it is a cornerstone of human dignity and social equity.

I am particularly proud of the partnerships we are fostering across public and private sectors, as well as
with civil society. These alliances are essential for translating vision into action, ensuring that our work
creates lasting change for Malta's lower- and middle-income communities.

| invite all stakeholders to join us in this important mission. Together, we can ensure that affordable
housing becomes not just a policy objective but a reality for all, leaving a legacy of hope, fairness, and
opportunity.
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Jake Azzopardi
CEO | Foundation for Affordable Housing

Avyear and a half ago we embarked on a mission to make the Maltese housing sector more affordable.
The mission was to make more houses accessible to working individuals and families who despite their
stable regular income, current market circumstances lock them out of the home they need.

We are guided by a rather reasonable vision: that every working person in Malta should afford a suitable
place they can call home,

The Foundation's commitment to equip the sector with comprehensive data on the state of affordability is
maintained through this multidisciplinary work. The figures presented reflect growth in areal estate market
which still has limitations in its capacity to serve average income earners with adequate accommodation.
Such limitations, we note, result from a narrow-scoped provision of supply, while some lend themselves
to a financial market which lacks the appropriate instruments to support social initiatives. The figures
underline the existence of an extending stretched class which requires direct and specific attention in
the form of financial products and affordable adequate supply.

Considering the growth in the Foundation's operation over the past months and in our understanding of
the housing sector, it would have been limiting to stop at highlighting the situation. We are a solution-
focused organisation. The data collected, may be an instrument of knowledge, but more importantly it is
an instrument which informs the next steps in our business plan. The contents of the forthcoming pages
constitute the groundwork and parameters for a long term affordable housing supply programme which
is environmentally, socially, and financially sustainable.

With an underlying factor of a limited surplus to reflect the principles of social enterprise inspiring the
Foundation, the programme includes models which either leverage the value of land or the value of
funding. In its many forms it will manifest that the coupling of social and financial value is indeed possible
and the emanating opportunities for both public and private actors are endless.

It is an inclusive model, rooted in capitalising on expertise and the efficient use of resources, importantly
guided by a shared collective social aim, to provide adequate homes for working individuals and families.



Objectives

The Foundation for Affordable Housing (henceforth
‘Foundation’) provides sustainable solutions in
home ownership and leasing for income-earning
individuals who struggle to navigate the housing
market but don't qualify for conventional social
housing.

The Foundation aims to establish a ‘third sector’ in
the Maltese housing market by being a prospective
significant playerinhousebuildingin Malta. This third
sector consists of organisations and entities that
operate primarily for social or community benefit,
rather than for profit, to make available adequate
housing for lower-middle income individuals.
Nonetheless, solutions provided by the third sector
should be designed to align with market practices
and to ensure full financial sustainability. Founded
jointly by the Government and the Archdiocese
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(see Section 2), the Foundation is well positioned
to meet these objectives by utilising public and
private sector resources, uniting them around a
common social purpose.

Guided by a long-term strategy, the Foundation
promotes sustainable housing by integrating
traditional methods with  social economic

innovation to facilitate both home ownership and
residential leasing. In doing so, it aims to cultivate
an ecosystem that works within current market
dynamics where communities can flourish both
socially and financially, without clients needing to
resort to grants or handouts.
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Organisational Structure

The Foundation is a social purpose foundation set
up in 2022 by the Government of Malta and the
Archdiocese of Malta. Its management is entrusted
to a Council of Administrators (henceforth
‘Council) with equal representation from both
founding entities, ensuring the Foundation
acts autonomously from central government
administration, including the Ministry for Social
and Affordable Accommodation and the Housing
Authority.

The organisational structure of the Foundation
is shown in Figure 1. The Council appoints the

Government of Malta

Founder

Chief Executive Officer (CEO) who administers
the Foundation's affairs. Additionally, the Council
oversees and guides the Investment Committee
which was established to promote diligence and
transparencyin managinganyfunds the Foundation
may hold or choose to invest periodically.
Specifically, the Investment Committee is tasked
with developing and presenting an investment
policy that aligns closely with the Foundation’s
objectives, ensuring that such investments support
and further its mission.

Archdioceses of Malta

Founder

Council of Administrators

Investment Committee

Chief Executive Officer

Executive Team

Advisory Board

Research Working Group

NGO Forum

Sustainable Finance Forum

Organisational Chart of the Foundation for Affordable Housing

The CEO heads the executive team and is assisted
by an advisory board which oversees three key
groups: the Research Working Group, the NGO
Forum, and the Sustainable Finance Forum. The
advisory board, answerable to the CEO, also
oversees several bodies and represents the
Foundation in various collaborations.

The Research Working Group is tasked with
making the Foundation a national reference
point for information on housing affordability. Its
responsibilities include establishing data sources,
creating and maintaining a housing affordability
dashboard, generating data, information and
indicators to inform the Foundation's decision-
making process and produce policy-relevant
research articles and papers.

The NGO Forum aims to unite non-governmental
stakeholdersinhousing by providing a collaborative
space for professionals working directly with those
experiencing housing distress. Participants of the
Forum are given a platform to exchange insights,
showcase ongoing research, and advocate for
grounded, community-focused solutions. The
Forum ensures that proposals reflect real needs
of the community, promoting evidence-based
initiatives that address housing challenges.

The Sustainable Finance Forum is focused on
advancing financial sustainability in the provision
of affordable housing by researching and sharing

" -

best practices, as well as developing actionable
strategies. The Forum's scope includes sourcing
sustainable funding, such as grants, loans, and
partnerships, and creating budgets for projects in
alignment with the Foundation's goals. Through
these efforts, the Forum aims to foster sustainable
finance models that support the Foundation's
mission effectively and responsibly.

In addition to these advisory bodies, the
Foundation is collaborating with other entities to
promote policy alternatives at the local leveland to
represent Malta within international organisations.

The Foundation is currently engaged with the
Housing Authority through a Joint Technical
Committee on a New Use Class for affordable
housing purposes. This initiative focuses on
unlocking properties, including large, shared
residential spaces, to broaden housing options by
categorising certain properties under affordable
housing use-classes, facilitating the conversion or
construction of multi-unit buildings dedicated to
lower-cost housing alternatives.

The Foundation also participates in the European
Community for Housing Equality (ECHE). This
international forum brings together housing
policymakers, practitioners, and households
from across Europe to discuss and analyse
contemporary challenges around housing across
Europe to co-create innovative policy solutions.
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Definition of Affordable Housing

The Foundation is committed to providing
affordable housing solutions without compromising
the right to adequate living conditions. All housing
units offered by the Foundation will adhere to
the standards of adequate housing as outlined in
authoritative international documents, particularly
General Comment No. 4 by the Committee on
Economic, Social and Cultural Rights (CESCR).

Aligned with the CESCR's definition of affordability,
the Foundation believes that housing costs should
not compromise other basic living needs, and

housing expenditure should remain in proportion
to income levels. The Foundation focuses on
individuals whose housing expenses exceed
broadly accepted affordability limits, whether
based on ability to pay or as a percentage of
income. In monitoring affordability, the Foundation
also strives to offer solutions for those priced out
of property or rental markets. To achieve these
objectives, the Foundation aims to increase the
supply of adequate housing that meets the needs
of lower-middle income individuals.

Beyond affordability, defined in proportion to income levels, the housing provided by the Foundation will

fully respect the following principles:

e Legal Security of Tenure

Legal Security of Tenure: Leases will be affordable and designed for long-
term stability. In cases of financial difficulty, the Foundation will provide
support, and any necessary evictions will be conducted with adequate
notice. Rent increases will be communicated well in advance to avoid undue

financial strain on tenants.

e Habitability and Availability of Services

All units will be spacious, safe, and equipped with the essential facilities to
ensure the health, security, and comfort of residents.

e Accessibility

Housing offered by the Foundation will also be accessible to disadvantaged
groups, including the elderly, children, and persons with physical disabilities

(see further below).

This approach ensures the Foundation delivers housing that respects affordability and the broader

human right to adequate living conditions.
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Target Population

Single individuals between the ages of 25 and 34 shall not exceed a gross
annual income of €24,000 and an existing net worth (comprising of cash,
savings, other movable assets, and investments) which does not exceed
€45,000, and not in possession of residential immovable property;

Single individuals at the age of 35 or above shall not exceed a gross annual
income of €27,000 and an existing net worth (comprising of cash, savings,
other movable assets, and various investments) which does not exceed
€45,000, and not in possession of residential immovable property;

Couples with or without dependents, the oldest member of which is between
the ages of 25 and 34, shall noxt exceed a gross annual income of €30,000,
a combined existing net worth (comprising of cash, savings, other movable
assets, and investments) which does not exceed €75000, and not in
possession of residential immovable property;

Couples with or without dependents, the oldest member of which is at the
age of 35 or above, shall not exceed a gross annual income of €32,000, a
combined existing net worth (comprising of cash, savings, other movable
assets, and various investments) which does not exceed €75,000, and not in
possession of residential immovable property.
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The Foundation's policies and interventions target lower-middle income individuals and couples with
or without dependents. These are defined according to three criteria - incomet thresholds, household
composition, and age - as per the following:

The limits set out above are intended to be revised at yearly intervals to reflect contemporary socio-
economic and market conditions.

' The gross income is defined as the yearly income earned in the preceding calendar year, including salary,
pension and/or social benefits.

11
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Cost of Land Construction Cost Profit

Cost of Funding

Methods for

Policy Implementation

The Foundation's primary challenge is the supply
of affordable housing units for its target population.
To address this, the Foundation is constantly
examining all the key elements of construction
projects, including land acquisition, financing,
construction, and anticipated profit.

Currently, development projects typically involve
land acquisition at market value and depend
on the perceived risk that creditors attribute to
developers. After adding fixed construction costs,
developers set sale or rental prices to secure a
reasonable profit margin. The Foundation aims to
reduce such housing costs by concentrating on
two main areas: land acquisition and financing, as
construction costs are largely fixed by their nature.

To achieve this, the Foundation is actively working
on enabling affordable housing projects on public
or private land by exploring cost-effective financing
options guided by ESG principles. Collaborating
with the Foundation may allow private developers
to access more favourable interest rates, ultimately
reducing the unit sale or rental price.

The Foundation is actively advocating for a new
‘affordable’ use class for large shared residential
spaces and co-housing. This designation would
enable the construction or conversion of multi-
unit buildings specifically for affordable housing,
providing more cost-effective rental alternatives
for certain categories of households.

In keeping with its mission to bridge public and
private sectors, the Foundation is committed to
leveraging resources from its founders and private
enterprises to make affordable housing a reality.
Looking ahead, the Foundation aims to self-finance
such projects, thereby creating a sustainable
model that further encourages affordable housing
initiatives.

The figure below compares current and future
Foundation affordable housing strategies with
traditional market construction projects.
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Pricing of Affordable Housing

The Foundation aims to set selling prices that
are within the affordability range for lower-
middle income households (see Section 4 of
the Policy Document). This is defined as housing
priced at such a rate to ensure monthly housing
costs do not exceed 30% of the applicant's gross
monthly income. Furthermore, selling prices of
housing units will reflect various costs associated
with development costs (e.g. construction and
land) and market value factors like location. The
Foundation will only make a marginal profit to
cover administrative costs, reinvesting any surplus
profits into more affordable housing projects. Any
cost savings and foregone profits will be reflected
in lower prices benefitting the buyer or renter.

For the average housing unit, the Foundation
aims to set selling prices as shown in the table
below. Depending on the nature of the project, the
affordable selling price will be set between 25%
and 40% below the market price. Prices will vary

The Foundation’s Target Affordable Prices (Euros)

1-bedroom

Sale

FAH Affordable Price

Required Gross Annual Income

120,000 - 150,000

16,000 - 20,000

depending on the location, whether the unit is sold
as shell or finished, and project type. The table
below provides examples of affordable prices and
the corresponding income required by applicants
and buyers.

The table also shows the Foundation's rental prices
for the average housing unit. As with selling prices,
rental prices will also be set between 25% and
40% below market rates. Here too, prices will vary
depending on location and project type. The rental
prices are shown alongside the corresponding
annual gross income that would be required by the
applicant or buyer. The Foundation aims to limit
rent increases but will conduct annual evaluations
to determine whether current rental rates remain
aligned with market conditions and affordability
thresholds.

2-bedroom 3-bedroom

160,000 - 200,000 190,000 - 240,000

21,500 - 26,500 25,500 - 32,000

Rent

FAH Affordable Price (monthly)

Required Gross Annual Income

420 - 525

16,800 - 21,000

510 - 640 600 - 750

20,400 - 25,600 24,000 - 30,000
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Provision of Affordable Housing

The provision policy outlines a set of criteria that
govern how housing units owned or managed by
the Foundation will be provided to the end-user/s.
Specifically, it details how the Foundation decides
who can buy or rent these units, ensuring fair and
efficient access to affordable housing.

Eligibility criteria determine who can apply to buy or
rent based on income, household composition, and
age. as aligned with the target end-users identified
in Section 3 of the Policy Document. These criteria
may vary for specific projects and target users, with
details published on the Foundation's website.

To apply for housing units provided by the
Foundation, interested individuals or families must
submit an application, accessed online through
the Foundation's website, via mail, or in person at
the FAH offices. Application calls will outline the
list of required documentation, including proof of
income (e.g. pay slips, tax returns), identification
documents, and any additional documentation
relevant to eligibility. Applications will be accepted
during specified application periods communicated
through the Foundation's website and, upon receipt
of the application, the Foundation will send an

acknowledgment. Applications submitted outside
the specified application period will be deemed
ineligible. Final decisions regarding eligibility and
housing offerings will be communicated within 4
weeks after the application period closes, via mail
or email.

Housing units will be allocated to eligible
individuals through the following process:

If only one application is eligible, then the
housing unit is automatically sold or rented to
that applicant.

If more than one applicant is eligible, the
Foundation will implement a random lottery
system to select one applicant from the pool
of eligible applicants.

This system will help ensure that every eligible
applicant has an equal and fair opportunity of
receiving housing.

15
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Demand for Affordable Housing

House prices in Malta have risen sharply in recent years, at rates surpassing historical trends. While
homeownership rates remain high, many prospective buyers have been priced out of the market, pushed
into costly rental housing, or forced to delay moving out of their parents’ homes. Others face housing
expenses that severely limit their ability to afford other essential needs. In 2023, over 24,000 households
spent more than 30% of their disposable income on housing. And even though Malta averages around
3,000 first-time buyers annually, rising house prices suggest that affordability is often compromising on
housing quality.

This has created a group of low- and middle-income individuals whose housing needs are unmet by
either the private sector or the government. Prospective homeowners are experiencing a rising income
threshold to access housing that suits their needs through securing a mortgage. By 2024, an individual
or couple aged 30 with a yearly gross income of less than €34,000 can no longer qualify for a loan to
purchase an average-priced 2-bedroom property (around €263,500).

Affordability challenges affect more than just first-time buyers. These include people experiencing
marriage breakdowns, who tend to be older and would hence need significantly higher incomes to
qualify for a mortgage. Others include low-income renters, including younger individuals and migrants,
who face rising housing costs that exceed their budgets. Therefore, the demand for affordable housing
is expected to span a diverse range of the population.

In a social and economic context where homeownership rates among Maltese households are high and
the average age for young people leaving their parental home is 30, the primary target group for this
initiative is the younger individual or couple, aged between 25 and 35, and still living at their parental
home.

An analysis of this demand for the Foundation’s interventions reveals that this group constitutes more
than 65,000 individuals, amongst which more than 45,000 (i.e. 69%) have a gross annualincome below the
threshold of €27,000. This is a conservative estimate, given that other groups beyond those individuals
or couples between 25 and 35 of age will add to the demand, and hence the target population number
is likely to be higher.
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Housing Affordability Indicators

Tenure Status - 2023

Tenure Status - 2023
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Definition: Tenure status refers to the terms under which households occupy their housing, indicating
whether a household owns or rents its home. Households may be homeowners, either as ‘outright owners’
when the household has no mortgage on its main residence, or as ‘'homeowners with a mortgage’ when
the household has a mortgage on its main residence. Households are renters when they rent at market
prices or at reduced prices, the latter of which includes social rental arrangements.

Commentary: In 2023, 72% of households were homeowners while 28% were renting. 50% of households
in Malta own their home outright, while 22% own it with a mortgage. In turn, 19% of households in Malta
rent at market prices, while 10% rent at reduced prices. Older households are primarily homeowners,
while younger households own their main residence with a mortgage or rent. Owner-occupation is
higher among Maltese households (83%), while low in non-European households in Malta (31%). Half of
European households in Malta are homeowners while half are in the rental market.

Source: Survey on Income and Living Conditions, NSO
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Housing cost to disposable income

Housing Cost to Disposable Income, by Tenure Status - 2023
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Housing cost to disposable income

Definition: The housing cost-to-income ratio refers to the share of a household's income spent on
housing-related expenses. Housing costs include the costs associated with the household's right to live
in the accommodation, such as mortgage repayment and rent, and the cost of utilities (water, electricity,
gas and heating) resulting from the actual use of the accommodation are also included. The income
refers to the sum of household members’ personal income after deducting tax.

Commentary: The average housing cost-to-disposable income in 2023 is 13.5%. Households occupying
their main residence outright exhibit a low housing cost-to-disposable income owing to the fact that they
do not have any rental or mortgage repayment costs. Households owning their main residence with a
mortgage and households renting at reduced prices have a housing cost-to-income ratio of about 15%.
The highest ratio is for households renting at market prices, for whom one third (33%) of their disposable
income goes to financing the housing cost.

Source: Survey on Income and Living Conditions, NSO

Overburden rate

Definition: The overburden rate refers to the share of the household population whose housing cost-to-
income ratio exceeds 30% of the household disposable income.

Commentary: In 2023, 11% of the household population was overburdened, amounting to more than
24,000 households. However, the overburden rate differs significantly across tenure forms. A relatively
low share of the owner-occupied population is overburdened, while a significant share (40%) of those
renting at market prices is overburdened.

Source: Survey on Income and Living Conditions, NSO

Housing Quality

Definition: Housing quality refers to the physical condition, safety, and functionality of a dwelling,
incorporating aspects that contribute to a comfortable and healthy living environment. Housing quality in
this document is operationalised by the overcrowding rate (defined as the percentage of the population
living in an overcrowded household), and the share of households reporting an inability to keep the house
warm, leaking roof, dampness of rot, dark dwellings, noise from the street or neighbours, pollution, grime
or other environmental problems, crime violence or vandalism in the area.

Commentary: The overcrowding rate in 2023 across households in Malta is 2.4%. Less than 10% of
households report an inability to keep the house warm, leaking roof, dampness of rot, dark dwellings,
and crime violence or vandalism in the area. However, more than 30% of households report noise from
the street or neighbours, and pollution, grime or other environmental problems.

Source: Survey on Income and Living Conditions, NSO
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House Price-to-Income Ratio

2016 2018 2020 2022

= House Price-to-Income Ratio Acceptable Threshold

Income Requirement

Income Required to Buy an Average-Priced Housing Unit
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Income Required to Buy an Average-Priced Housing Unit
€60,000
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€40,000

€30,000

€20,000

€10,000

1-bedroom 2-bedroom 3-bedroom
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€22,500

€18,000

€13,500

€18,000

€13,500

Income Required to Buy an Average-Priced Housing Unit

1-bedroom 2-bedroom

M Two-adults (30 years, Equal Income)

3-bedroom

Average Wage

Income Required to Buy an Average-Priced Housing Unit

1-bedroom 2-bedroom

Il Two-adults (40 years, Equal Income)

3-bedroom

Average Wage
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House Price-to-Income Ratio

Definition: The house price-to-income ratio is calculated by dividing the average house price of a
2-bedroom apartment by the average gross household income. The reference year for the house price
is 2022 - with prices assumed to vary with property price index in other years. A higher ratio indicates that
housing is less affordable relative to income, while a lower ratio suggests greater affordability; with ratios
exceeding 5 considered severely unaffordable.

Commentary: The house price-to-income ratio increased from 5 in 2014 to 6.6 in 2019. Subsequently,
the ratio declined to 5.5 in 2023, reflecting faster growth in income than in house prices as incomes
recovered from the drop caused by the economic slowdown caused by COVID-19. Despite this decline
in the house price-to-income ratio, it remains at levels that are generally considered to be unaffordable.

Source: Based on Labour Force Survey, NSO; Property Price Index, CBM

Income Requirement

Definition: The gross annual income required by an individual to purchase the average priced 1, 2 and
3-bedroom housing unit. For two individuals wanting to buy jointly, the gross annual income required is
calculated per individual and is assumed to be equal for the two buyers.

Commentary: The gross annual income requirement for a 30-year-old to buy an average-priced housing
unit alone exceeds the average gross annual wage even for a one-bedroom apartment. The shortfall
is even bigger if the lone buyer is older. For two 30-year-olds persons earning the average wage, the
income required to jointly buy the average priced housing unit is lower than the average wage in the case
of a two-bedroom apartment and equal to average wage in the case of a three-bedroom apartment. If
the joint buyers are 40 years old, the income requirement per individual exceeds the average wage for
both 2- and 3-bedroom housing units.

Source: Based on Labour Force Survey, NSO; Property Price Index and Interest Rates, CBM.
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Rent-to-Income Ratio

Rent-to-Income Ratio

Definition: The rent-to-income ratio is calculated by dividing the average monthly rental price for a
2-bedroom apartment by the average basic monthly salary. The reference year for the rental house price
is 2023 - with prices assumed to vary with rental price index in other years. A higher ratio indicates that
rented housing is less affordable relative to income, while a lower ratio suggests greater affordability.

Commentary: The house rent-to-income ratio dropped from 0.58 in 2020Q4 to 0.54 in 2021Q1 as rental
prices experienced a drop during the CVOID-19 period. Another drop is observed in 2022Q1 as wages
recovered from the drop recorded during the COVID period. In subsequent periods, the rent-to-income
ratio rose gradually to 0.56 in 2023Q4. This means that the monthly rent for an average-sized apartment
(2-bedroom) amounted to more than 50% the average wage.

Source: Based on Labour Force Survey, NSO; Rent Index, Housing Authority
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