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Foreword from the Parliamentary
Secretary for Social Accommodation
While Malta continues to be a nation of homeowners,
it has been registering growth rates in its private
rented sector. The policy framework that shaped and
defined this sector during the previous two decades
is no longer adequate to deal with the challenges of
the burgeoning economy, changing life styles, and
evolving expectations.
The lack of transparency, the absence of
professionalism and uneven standards do sometimes
result in mutual distrust between landlords and
tenants, which in turn impoverishes the sector. The
overall result is that, rather than attracting further
investment, the sector still retains a high level of risk
which dissuades potential investors from putting
their properties onto the market.
This ties in with the problem of supply, which the
Parliamentary Secretariat acknowledges as the core
of the problem.
This White Paper offers a carefully studied approach
that seeks to provide both landlords and tenants with
greater stability and security. The proposals outlined
in this White Paper ensure the fundamental rights of
landlords, their rights to property, and contractual
freedom. However there are the rights of tenants,
their stability and well-being.
The proposals outlined in the document will therefore
seek to ensure both the landlords’ right to full market
rents. as well as the recovery of the unhindered
possession of the property upon the expiration of the
minimum term.

The proposed model, in fact, allows the free setting
of rents between the parties, although it also sets a
framework within which such negotiations could be
conducted. This approach is founded on the belief
that both the investor as well as the tenant stand to
gain from increased security and stability; the former
in terms of reduction of agency fees, vacancy costs
and maintenance expenses. whilst the latter in the
attainment of greater housing wellbeing. Indeed, the
private rented sector works best when there is a fair
balance between landlords and tenants.
Such an ethos is only achievable if the state designs
a short-, medium- and long-term vision for Malta’s
housing market. The role of the state is exactly this, to
ensure that all interests are balanced and the rights
of each are not seen in isolation. Malta’s national
strength is not solely about its growing economy
but needs to be understood through its strong
social networks, which make us less of a fragmented
society. This national cohesion needs to be addressed
in relation to our thriving economy. Housing is, after
all, about family and society as much as it is about the
economy and politics.
Honourable Roderick Galdes
Parliamentary Secretary for Social Accommodation
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Introduction
Changes in life styles, new family formations and
maturing expectations are increasingly providing
new challenges within the housing market in Malta.
Local household formations are transforming
and evolving, different attitudes and aptitudes
towards the duration of employment contracts are
changing, and an increasingly globalised economy is
generating new needs and demands from a thriving
property market. The demands for accommodation
do not simply grow in numerical terms but they are
also becoming intrinsically complex. It is, therefore,
beyond doubt that the traditional preconceptions
about property are no longer adequate in responding
to these new realities.
As the buying option becomes either unaffordable,
or unfavoured by, an increasing number of residents,
the private rented sector’s role in society is changing
profoundly. Renting is no longer conceived by
tenants as either a necessarily short-term tenure or
an option exclusive to the lower-income households.
The regulatory framework governing residential
leases must, therefore, adapt to the changing market
conditions but also to changing social needs and
expectations.
In seeking to better rentals as a housing alternative, it
must, however, be recognised that a sensitive market
such as the private rented sector (PRS) must remain
inspired in a framework of liberal principles. The
imposition of harsh restrictions on landlords have,
in the past, resulted in undermining the Maltese
private rented sector whilst indefinitely prolonged
agreements and artificially fixed rents have only
proven to be the precursors of an eventual crisis.
6

The primary aim of this document is that of improving
the experience of those who participate in the sector,
whether landlords or tenants. In this respect, the
overall proposed way forward is not that of an
abrupt shift to a system of strong regulation, but
rather that of creating a solid regulatory framework
aimed at guaranteeing security, transparency and
predictability in the longer term.
While acknowledging that rents should be allowed
to reflect market values, a degree of management
by the State is absolutely necessary, given the
essential role that the PRS plays in the current local
housing market and the economy in general. The
proposed rent models, along with further measures
and recommendations, are directly inspired by
the present realities, in order to create a realistic
framework that works for Malta.
This document reaffirms the sentiments outlined in the
2008 White Paper on the Maltese Rental Market that
the locum of responsibility for social housing should
rest primarily with the Government (Ministry for
Social Policy 2008: 6, 32). The regulation of the PRS is,
therefore, not being seen as a corrective measure but
rather as a means to render the market a more secure
one, for both parties. It is now widely recognised that
the proper functioning of the PRS depends on renting
remaining attractive for landlords and investors,
which means that the burdens of regulation cannot
be such to impede them from making adequate gains
and returns (EC 2015: 2, 4). Properly informed State
intervention in the PRS should not threaten market
confidence, especially as landlords themselves stand
to gain with a more stabilised environment. This is
due to less tenant turnover which translates into less
vacancy, less agency fees and less repair costs, along
with a better predictability of future income.

1. The rental market in the current economic scenario
While Malta continues to be a nation of homeowners, it has been registering growth rates in its private
rented sector. The policy framework that shaped and defined this sector during the previous two
decades is no longer adequate to deal with the challenges of the burgeoning economy, changing life
styles, and evolving expectations.
The lack of transparency, the absence of professionalism and uneven standards do sometimes result
in mutual distrust between landlords and tenants, which in turn impoverishes the sector. The overall
result is that, rather than attracting further investment, the sector still retains a high level of risk which
dissuades potential investors from putting their properties onto the market.
This ties in with the problem of supply, which the Parliamentary Secretariat acknowledges as the
core of the problem. This White Paper offers a carefully studied approach that seeks to provide both
landlords and tenants with greater stability in a secure environment. The proposals outlined in this
White Paper ensure the fundamental rights of landlords, their rights to property, and contractual
freedom. However there are the rights of tenants, their stability and well-being.
The proposals outlined in the document will therefore seek to ensure both the landlords’ right to full
market rents. as well as the recovery of the unhindered possession of the property upon the expiration
of the minimum term.

1.1

Changing face of tenants
1.1.1 Recent data confirms that the tenant population in Malta has risen significantly in recent
years. This is due to two main factors: stronger individualistic trends among the local population, as
represented by the increase in family breakdowns and the number of single individuals, as well as the
growth in the migratory flows towards Malta. Additionally, the number of registered employees has
increased seven-fold in a space of ten years, with the number more than doubling from 18,540 in 2013
to 36,453 in 2016. Recent reports seem to indicate that this trend is nowhere near declining in the
coming years, especially in specific skill-based sectors.1
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Moody’s Investors Service (2017: 8) state, “Importantly, qualitative evidence also suggests there are increasing skills
mismatches in many occupations, which may not be fully offset by foreign labour and which could weigh on future
growth in labour productivity. In addition, Malta’s low share of tertiary graduates increases the reliance on foreign
skills. According to the EC, these constraints are most notable in high-skilled sectors such as healthcare, finance and
ICT.” For example, according to an Ernst and Young 2016 survey on Malta’s attractiveness to investors, less than half of
respondents were able to recruit the required skills from the domestic market.”

1 bedroom flat
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Detached house

3 bedroom flat

Figure 1, Growth in Rents and Foreign Employees (Index 2006=100) Sources: Jobsplus, MTA
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1.1.2 Current developments in the property market are also pointing towards decreasing
affordability. This is certainly true for first-time buyers who have recently started facing the competition
of prospective landlords, along with that of foreign buyers.2 The minimum threshold of gross annual
income required to purchase a two-bedroom apartment at its advertised price in the cheapest regions
of Malta has gathered pace since 2012, thereby coinciding with the overall inflation of rents (Figure
2). Considering that wages have not developed at the same pace as property prices, the minimum
threshold of gross annual income required to access a home loan is also on the increase, effectively
rendering less people able to acquire their own property (Figure 3). In 2016, a single individual needed
to be on a minimum gross income of around €20,000 in order to afford a property in the cheapest region
of the island. This constitutes a strong indication that, in the absence of other housing alternatives, the
local PRS is set to grow strongly in the short to medium term.

Figure 3, Minimum income threshold for home loans 2010-2017 (Source: CBM)
1.1.3 This fact acquires stronger significance when one takes into consideration the changing
trends in family structure, which is characterised by the increase in both single parent households as
well as family breakdowns (see Table 1). These two phenomena have led to significant demographic
shifts. In the context of such alternative home settings comprising of: post-divorce families, shared
households among young professionals and students, informal and formal household arrangements,
co-habitants, solo living, single parents, single people, and older people, the tenant population in
Malta may be expected to experience a significant rise.

Figure 2, Annual percentages changes in rents and sale prices for apartments
(Source: Central Bank of Malta, NSO)
International Monetary Fund, Malta, Country Report No. 17/56, February 2017: “Residential property prices are being
boosted by buoyant mortgage lending, low interest rates, rising disposable incomes, and influx of foreign workers.
Government’s measures such as the Individual Investor Program (IIP), reduced tax rate on rental income, and the firsttime buyers’ stamp duty relief may have also stimulated demand.” In this respect, the upswing trend seems to indicate
that if nothing is done to counteract this housing affordability dilemma a crisis could materialise in as quickly as five
years’ time (DHI Periti, Property market mechanisms of the Maltese islands 2017, p. 7).
2
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1.1.4
In the meantime, these dynamics resulted into increasing difficulties for the ‘traditional’ category
of renters, composed of the lower-income earners and welfare dependants. This is mostly witnessed by
the rising requests for social accommodation on the basis of ‘Eviction’ and ‘High Rent’ (Figure 4). Rent
increases also started representing a problem for a significant number out of the 4,009 Gozo residents
who work or study on a full-time basis in Malta and are also highly reliant on the PRS.
1.1.5
The rental market is additionally subjected to pressures exercised by the education and
citizenship sectors. The number of foreign full-time or visiting students keeps registering year-onyear growth (892 and 617 enrolled respectively in 2015/2016). Statistics indicate that the impact of
the Individual Investor Programme (IIP) and of the Malta Visa Residency Programme was more limited.
By the end of July 2017, a total of 525 properties were leased to applicants under the IIP and 39 other
properties were leased to successful beneficiaries of the MRVP. Up to 62% of those applicants were
renting properties in Sliema or St. Julians.
11

1.2

Skills gap, labour and rents
1.2.1 A closer look at the sectors in which foreign workers are employed reveals that, besides having
risen in number, tenants have also become more economically heterogeneous. This means that the
PRS is now housing, contemporaneously, low-, middle- and upper-income-earning individuals. The
sector no longer accommodates, almost exclusively, individuals whose relatively advanced age or
economic means do not allow them to access ownership or who were crowded out of social housing
(this general profile was reflected in the fact that in the 2011, up to 78% of Maltese tenants, renting
privately at market rates, fell in the 55 to 64 age category).
1.2.2
The growth of the sector across all categories of income was primarily brought about by the
influx of migrants who filled the skills gap and the labour shortages present in the various industries (MEA
2017). Whereas in 2006 the vast majority of foreigners were working in other elementary occupations,
mostly in the lower-paid sectors of Construction and Accommodation and Food, in 2016 the sectors of
employment that were hosting the largest numbers of foreigners, besides Accommodation and Food,
were the much higher-paying Administrative and Support Services, Arts and Entertainment as well as
Professional, Scientific and Technical services. The data confirms that economic growth has attracted to
the island a significant number of individuals with varying levels of income.

1.2.3 These figures also reflect those of Malta’s economic performance. Since 2004, the share of
services in Malta’s total exports increased to 82% from 61%, a growth that was mostly driven by the
rapid expansion of the logistics and e-gaming sectors (S&P Global 2017). The expertise required by
these markets has, however, exposed the skills mismatch within the domestic market, which had
to be necessarily offset by the recruitment of foreign labour. Malta’s constraints were found to be
most notable in high-skilled sectors such as healthcare, finance and ICT (MEA 2017). This inevitably
translated in a surge of foreign employees, which eventually played a key role in inflating the demand
for rentals (CBM 2017).

Figure 6, Licences issued by the Malta Financial Services Authority and the Malta Gaming
Authority (Source: MFSA, MGA)3

When contacted by the authors, the Malta Gaming Authority (MGA) explained that the declining number of operators
is partly due to effective monitoring procedures adopted by the MGA resulting in more cancellations, but also due
to a process of business consolidation in the remote gaming segment that has recently gathered momentum. The
consolidation taking place within the industry is evident in the development of the number of companies and licences
issued within the context of the strong growth in economic value added.
3
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Figure 5, Growth of foreign workers by sector (Source: Jobsplus)
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1.3

Planning permits and supply
1.3.1
The 2011 Census found that up to 32% of the properties in Malta were vacant (72,150 units) but
also pointed out that only about 12,642 could translate into properties available, at least readily, for rent.

Figure 7, Holiday Furnished Dwellings, Increase in Foreign Workers,
First Time Buyers and Permits for New Apartments 2011-2016
(Source: MTA, Ministry for Finance, Jobsplus, Planning Authority)
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1.3.2
In terms of supply, it is also imperative to mention the effect that tourism is having on the number
of properties available for rent, since certain owners are opting for short-term touristic lets rather than
residential lets. In fact, CBM (2017) state that, “It is likely that foreigners, as well as changing patterns in
the tourism industry with the increase in private accommodations, are playing a key role in driving up
rent prices.” The increase in the number of tourists, which was not accompanied by the construction of
new hotels, inevitably created a demand for private accommodation (Figure 8).

Figure 8, Inbound tourists by type of accommodation (Source: NSO)
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1.4

Renting and the Economic attractiveness
1.4.1
As Malta’s economic success has become increasingly reliant on foreign workers, the provision
of adequate housing conditions for migrants becomes a prerogative in ensuring the continued growth
of the economy.
1.4.2
Rent increases have, in fact, had a spill over effect on salaries that have, in turn, translated into
more expenses for some firms in terms of wages and training, as well as internal logistical services, such
as transport.
1.4.3
Requests for salary increases due to rising rental costs are particularly problematic for employers
as these affect the entire pay scale, regardless of whether employees in that same grade would be facing
higher housing costs or not. This pressure, in turn, upsets the entire wage structure as other job classes,
especially if higher-skilled workers expect comparable rises. The employers’ bargaining power is often
significantly reduced by the current labour shortage, as well as by other concerns related specifically to
the time and resources that the company would have invested on the training of that particular worker.
1.4.4
The KPMG Report of 2017 did point out that rising rental prices were increasingly becoming
problematic for foreign lower-income workers seeking permanent accommodation in Malta (KPMG
2017: 103). At times, such foreign employees have no choice but to leave the island at very short notice.
This, again, is placing a burden on the productivity of companies as they have to continually employ and
retrain new staff.
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2. Changing Society, Changing households
Whilst the previous section demonstrated the way in which the economy is impacting the Maltese
PRS, this section will focus specifically on the changing social and cultural context of the Maltese
housing market. As shown above, despite homeownership still being perceived as an ideal in our
society, there are some serious social indicators and cultural shifts which are pushing locals into
rented accommodation. In order to understand this emergent phenomenon, however, one must first
untangle the various social, political and economic forces at play.

2.1

Gentrification
2.1.1 The sharp increase in rents has started ‘squeezing out’ the traditional renting categories,
largely composed of low-income tenants including those dependent on Government benefits such as
pensioners and single family households from certain districts. This has led to an internal migration
flow by Maltese towards central and northern zones in Malta. Simultaneously, another migratory
pattern of foreigners who were attracted by the cheaper rents in the south zones. These demographic
changes, along with other governmental enhancement projects in the south, were the initial cause of
gentrification. Undoubtedly this had a negative impact on important factors such as family support
where some families and individuals had to move out and cut their current family and friendship
networks. Further, gentrification causes changes in community cohesion, integration and inclusivity.
2.1.2 A good number of migrants, mainly from the aviation and gaming sector, migrated to the less
sought-after areas in the south of the island due to economic constraints. In certain cases, up to half of
their wages would go towards rent.

2.2

Homeless
2.2.1 Homelessness and mental health are increasing due to a set of interlinked issues namely,
financial burden, intimate partner violence, relationship breakdown, being disowned by one’s
family, family disputes, lack of family support and, substance abuse. Established local NGOs that
deal with homelessness identified a decline in the traditional family support among their end-users.
They also stated that there has been an increase in requests from people seeking their support for
housing possibilities.
2.2.2 Divorced persons often enter a new relationship in order to get a roof over their head, and
financial and childcare support. This also means that they have to maintain two relationships when
children are involved. Not managing to keep up with this lifestyle often leads to mental health issues.
Due to high rents, separated people are having financial difficulties, often leading them to seek
alternative accommodation such as the parental home, shared accommodation or shelters.
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2.3

Shared Housing, Shared Lives
2.3.1
Another symptom of the economic boom is the rise of shared housing among the Maltese. This
shift is mainly brought about by three interlinked matters: financial constraints, family disputes and
a need for independence. Living communally is not problematic per se. It promotes conviviality and
attends to the lack of rental accommodation and affordable housing. When successful it also provides
financial and emotional support. With a growing population and rising housing costs, housing providers
are struggling to meet demand for affordable and social accommodation. This led more locals to share
their domestic spaces with people from outside their families or to return to their parental homes in later
life due to financial constraints and family crises. It emerged that there is a considerable rise in shared
housing amongst twenty-something-year olds.
2.3.2
A realistic and fair rental system needs to also take into consideration the reality of today’s
market and its needs. Such needs, for example, need to be reflected in building planning trends and the
setting up of minimum quality standards.

2.4

Unhomeliness, transience and anxiety
2.4.1
The sense of unhomeliness which many participants spoke about is related to the fact that
many are unable to create a home due to the standard six months to one-year agreements. Continuous
uprooting is a major cause of instability and mental health issues such as stress and anxiety. For example,
short-term agreements do not always foresee the possibility for renewal, and when they do, tenants
only receive a confirmation by the eleventh month. Impermanence makes it difficult to create a home.
Transience and uncertainty makes the sector extremely inhospitable since tenants are subjected to an
alarmingly high degree of instability. The lack of a regular tenancy system is the cause of frustration
among foreign and local tenants, including those Maltese who are then unable to apply for government
subsidies. Such failures could create fear and put families at the risk of poverty, if not homelessness.

2.5

Employment instability
2.5.1
The standard six months to one-year contractual duration makes it problematic for employees
to plan their future, including those who want to further their job opportunities in Malta. Many end
up moving home which is costly and tiring. Additionally, the return of the deposit money is not always
guaranteed. Besides affirming the direct relationship between employment and housing, it also suggests
that the current tenancy system may be abusive whereby many tenants have no choice but to accept
their status quo. There is also a strong social argument related to this since a high degree of instability
also hinders social integration and wellbeing. One such example is that of a household with dependent
children that would have to make yearly arrangements relating to their children’s schooling. Uprooting
hinders one from creating meaningful networks of support. This leads to marginalisation, which is a
main stressor that impinges heavily on mental health.
2.5.2
It becomes clear that there is a strong relationship between housing, employment and
integration. Integration is a key goal of the EU2020 agenda where all EU member states are expected
to target social inclusivity and reduce people falling into the ‘at the risk of poverty’ category. Here, it
becomes clear that tenancy agreements are core to home-making, stability and predictability. These
latter social and legal factors have a direct impact on the Maltese economy.
2.5.3
Finally, the fact that most respondents are in Malta for a period longer than a year further
suggests that foreign employees are creating their homes in Malta. Thus the duration of the tenancy
agreement needs to offer predictability and stability, especially in relation to planning their lives. Hence,
tenancy agreements need to be transparent and have a clear notice period for both parties and outline
any increase in rent over the duration of the tenancy agreement.

2.4.2
The fear of eviction is a reality for many, especially for single parents who experience uprooting
due to an increase in rent upon renewal. Relocation causes stress. Families with children explained how
difficult it is for children to adapt to a new home, school, neighborhood and making new friends.
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2.6

The shortcomings of the regulatory system
Based upon the outcome of the research, it became clear that Malta needs a legal framework that
is able to accommodate the needs and concerns of our society. The main legal problems within the
Maltese PRS, which emerged from our data, can be summarized as follows:
i)

rental agreements are generally offered from six months to one year (only
exceptionally up to two years or, even more rarely, three);

ii) such agreements do not always foresee the possibility for renewal;
iii) when such possibility for renewal is offered, the notice period is often too short to
enable a tenant to find alternative accommodation in case of an unaffordable increase;
iv) there is no national register for rental agreements nor a means through which
prospective landlords and tenants could inquire into the reported history of their
counterparty;
v) there is no draft contract (template) which ensures legal conformity and promotes the
inclusion of inventories;
vi) there is no specific quasi-judicial body capable of deciding minor issues, such as those
relating to repairs, in an expeditious manner;
vii) there is no Tenancy Deposit Scheme which protects the sums deposited by the tenant
with the landlord, and ensures their timely return, if and when they are entitled to it;
viii) there is no system or guidelines managing Housing in Multiple Occupancy (HMOs) in
order to tackle overcrowding and illegal practices;
ix) there is no entity capable of keeping landlords and tenants properly informed of their
respective rights and responsibilities.
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3. The Maltese regulatory framework
from a comparative European perspective
The deeper understanding of the difficulties faced by those renting in Malta, enables the better
identification of the shortcomings of the current Maltese regulatory system. Since the growth of the PRS
is a very recent phenomenon in Malta, following long decades in which it was constantly in decline, this
is the first recent instance where the Maltese government is being made to view tenancies as a mediumto long-term housing solution. In fact, with a growing number of local households being priced out of
the property market and an economy that increasingly depends on a considerable number of foreign
employees, rentals can no longer be considered as a mere short-term solution for those who are in
the process of purchasing property or being allocated social housing. In this respect, Malta is slowly
coming into line with foreign countries, in which the growing demographic pressures brought about by
urbanisation have also drawn urgent attention to the property market, particularly the PRS.

3.1

Market management is not conducive to market failure
3.1.1 The belief that any form of government intervention in the PRS necessarily leads to its paralysis
is an erroneous one, which is also readily dispelled by the experience of other European countries.
Evidence suggests that some of the largest rented sectors in Europe, such as the German one, are
amongst the most tightly regulated.
3.1.2 There are both arguments in favour and against rent regulation. At one extreme, it is held that
regulation constrains investment, with the result of excluding new entrants due to the limited supply
of rented properties. At the other end, it is seen as addressing market failures and providing a more
secure environment for investors as well as tenants (University of Cambridge 2012). Regulation has,
however, evolved into more flexible and sophisticated forms, mostly by taking into account market
pressures (ibid: 14). In the majority of countries, it is, in fact, only within tenancy that rent increases
are regulated. The fixing of rents is only one of the elements of any regulatory regime; the imposition
of initial rates (which are still made to reflect up to a percentage above the average market values) is
only resorted to in cities under considerable housing pressure.
3.1.3 The results should at least dispel the erroneous notion that rent regulation is necessarily
counterproductive or that any degree of government intervention would impede the growth of the
sector. A more thorough analysis reveals, on the contrary, that as long as landlords are allowed a
market return, which compares well with other investment options, the sector will remain healthy.
The measure of the intervention remains, nevertheless, inherent to the realities present in each
jurisdiction including the size of the PRS, the socio-economic position of tenants and the extent of any
mismatch between supply and demand.
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3.2

The past Maltese experience with rent controls
is exceptional in its rigour
3.2.1 The negative Maltese experience with rent control mechanisms stems from the fact that, in the
past, Government had employed extremely strict measures. These were characterized by extreme
rigidity with regard to the permissible rent increases and the inter-generationally transferable lifelong
security of tenure. Their effect was made even more stringent by their continuation during the period
of sustained growth of the Maltese property market.
3.2.2 Since the end of the 1980s, when the Maltese economy undertook a series of pro-market policies,
there has been a general negative political attitude towards any form of government intervention.
This is particularly true for the PRS, where approximately half the tenant population back in 2011,
was still paying below market rents, as set in the post-war period and up to the 1980s. The main
factor giving rise to certain distrust is that methods employed to regulate the sector in the past
were characterised by the granting of excessive protection to tenants. One must necessarily keep
this in mind when interpreting the diffused sentiment of resistance against any form of government
intervention in the sector.
3.2.3 Malta remains almost unique in its repeated periodical shift from asphyxiating market controls
to complete market freedom. Alternations between policies of control and liberalisation are, in fact,
common in several countries, yet neither of them reflects the extreme swings of Maltese policy.
When under pressure, foreign jurisdictions, such as Italy, have, in fact, adopted policies of “controlled
liberalisation” (Bianchi 2017: 3) that still took account of the fact that rental supply might not adjust so
rapidly to the demand. The general movement in Europe is towards sophisticated forms of regulation
which allow rents to adapt to market pressures whilst, however, ensuring a degree of security and
predictability to both contracting parties.4

4

University of Cambridge (2012: 18)
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3.3

The management of the PRS does not run contrary to human rights
3.3.1 Although jurisprudence related to the pre-1995 legal regime has established that the State
cannot shift most of the social and financial costs of providing social accommodation onto landlords,
State intervention in the PRS is neither contrary to the European Convention on Human Rights nor,
much less, any European Union instrument.
3.3.2 It is important to specify that in the line of cases starting from Ghigo v. Malta (ECHR, 26
September 2006, App. No. 31122/05) back in 2006, up to Cassar v. Malta (ECHR, 30 January 2018, App
no. 50570/13) decided this year, the ECHR never condemned the Maltese State for intervening in the
sector; but rather for maintaining in place an inflexible regime that was no longer justifiable in the
light of the actual realities.5 The Court, in fact, confirmed that the State could have even imposed
“significant reductions” in the amount of rent chargeable, however it could not subject landlords
to such “minimal profits” without any pressing social need. In the case of Ghigo the landlord was
receiving only the equivalent of 1.9% of the free market value of his property, whilst in Apap Bologna6
the landlord was merely entitled to 6.5% (even following the 2009 reform). Another reason for the
ECHR’s finding of those breaches was the state of uncertainty in relation to when the owner would
have reacquired the right to take possession of the dwelling. This is being said to clarify the fact that
neither the ECHR (which is a Council of Europe body) nor, much less, any EU institution or statute
preclude the State from intervening in the PRS.

3.4

Demographic pressures across Europe leading various countries to
revise rent regulation
3.4.1
Rent-regulating mechanisms are currently being revised across most European countries as
the intensifying demographic pressures, particularly in the major commercial cities, is threatening both
housing affordability as well as stability. As more of the European population shifts towards city centres,
with a resultant upward effect on property prices in those areas, rentals are becoming the norm for an
increasing number of households. Malta may be said to be a part of this larger global trend.

3.4.2 There has been, generally, a growing reliance on the private housing supply with rental sectors
across Europe housing those individuals who would be excluded from ownership. Nevertheless, the
impact of both increased immigration towards Europe, specifically, its major cities, coupled with the
devastating economic effects of the crisis have brought the PRS to the test in almost every country.
The result that not only governments have had generally to resort to stricter controls but also to higher
spending on housing. Malta may, therefore, be said to be perfectly in line with this trend.

3.5

Inadequacy of current Maltese model
3.5.1 The weakness of the current Maltese regulatory model when compared with the legal regimes
in place in other EU countries reveals how Malta merely conceives rentals as a short-term tenure, even
when increasing property prices and changing social trends are pointing towards a growing number
of households who will depend on the PRS for, at least, the foreseeable future.
3.5.2 The present study has brought to light the inadequacy of the domestic legal and administrative
set-up with respect to the role that the PRS is expected to play in contemporary Maltese society. The
absence of a comprehensive housing policy, originating from the scant attention given to the theme
during the recent decades (Borg 2016), has deprived the local administration of the necessary guidance
in securing access to the fundamental human right of adequate accommodation. This deficiency, and
that of a long-term vision, has been heightened by the recent economic and demographic changes
that have re-underlined the relevance of the PRS and reshaped its function to a tenure that no longer
represents a short-term housing solution.
3.5.3 This White Paper, therefore, seeks to be the basis towards a comprehensive view of the
future of housing in Malta. The recommendations made herein aim to move beyond the short-term
and, whilst taking cognisance of the present situation, they will seek to lay out a strategy that may
effectively govern the sector for the coming years. The following sections will, therefore, set out three
main courses of action:
•

The State’s unimpaired faculty to intervene in the housing market was underlined in every ECtHR’s pronouncement
against Malta. The position of the ECtHR is succinctly contained in §62 of the Amato Gauci v. Malta judgment (15
September 2009, App. no. 47045/06): “The Court considers that State control over levels of rent falls into a sphere
subject to a wide margin of appreciation by the State and its application may often cause significant reductions in
the amount of rent chargeable … Nevertheless, this may not lead to results which are manifestly unreasonable”. This
passage was more recently quoted in the decision of Cassar v. Malta (§60).
6
30 August 2016, App. no. 46931/12
5
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•
•

the enactment of a regulatory framework capable of stabilising rents for the
medium-term and guaranteeing minimum safeguards for tenants,
the introduction of a number of measures aimed at immediately improving
the functioning of the sector; and
the development of a medium-to-longer-term strategy for an increase in the
supply of affordable housing.
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4. Recommendations
4.1

The Regulatory Framework
First of all, measures proposed for the regulation of the PRS should only be applicable to rental
agreements negotiated for a primary residential purpose. Hence these will not be binding on premises
leased for commercial or secondary residential use, short lets or tourist lets. Full-time students and
workers (see Section 1.1.4) who despite renting premises, do not use it as a primary residence (such
as Gozitans studying or employed in Malta) should still be afforded protection due to the impact that
housing stability has on their education and employment.
In the course of the present research, however, it has also emerged that certain tenants would only need
to rent out property for a short period. Such instances might be represented by:
i)
ii)
iii)

foreign temporary workers who would be employed for a short period of
time and only to perform a specific task,
students undertaking short courses at tertiary institutions or language
schools, and
local residents who would need to rent property until they carry out works
on their main residence.

For the law not to be inflexible, an exception must be made to cover such circumstances. At the same
time, the list of such exceptions must be exhaustive in order to curb circumvention of the regulatory
measures. More importantly, proof of the reason for which the lease is being negotiated for a short,
definite period must be attached to the contract.
Thus, definite short-term agreements should also be allowed, by way of exception, in the sole cases of:
i)

temporary workers who would be employed for a short period of time or
only to perform a specific task,
ii)
students enrolled in tertiary and vocational education for a period of up to
six months,
iii)
residents who would need to rent alternative premises, but only for a
temporary purpose (e.g. if works would be carried out on their main
residence), any other lease contracted for a temporary residential use, given
that the tenant would not be ordinarily resident in Malta, or seeking to
establish his ordinary residence therein.
The proposed reform also excludes leases negotiated prior to 1995 and luxury properties.7

The classification of units as “luxury properties” would be determined according to a set of published guidelines
establishing the necessary criteria.
7
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4.2

The Rent-Stabilising Framework
In Section 3 it was underlined how several European jurisdictions are successful in finding an effective
balance between the landlord’s right to generate an adequate profit from rental investment and the
tenant’s right to adequate housing. More specifically, the landlord is allowed to set initial rates freely
whilst tenants are afforded a degree of security of tenure and predictability as to the increases that can
take place during that term. The key to managing the sector effectively and thereby render private
leases an adequate housing alternative lies in promoting:
i)
ii)
iii)

stability, through a minimum contractual term with periodical rent increases
clearly stated in the agreement,
predictability, through the capping of increases that might take place during
the contractual term,
affordability, through the optimisation of the rent subsidy scheme.

This White Paper puts forward two distinct frameworks, both aiming to promote a longer contractual
duration for residential leases. The first framework proposes a mandatory minimum contractual
duration (Figure A) whilst the second one presents a model where longer leases are promoted through
fiscal incentives (Figure B).

Figure A, Mandatory Minimum Contractual Duration

Neither of the frameworks aims to control initial rents and both of them allow for yearly rent adjustments,
as long as they are contained within the limits imposed by the law. In either case, the tenant would not
be able to withdraw from the contract before the lapse of a specified period although he would be able
to terminate the agreement provided the tenant gives adequate notice to the landlord. The landlord
would not be bound to prolong the contractual relationship beyond the stipulated period as long as he
gives the tenant notice of his intention not to renew the lease; should he fail to do so, the contract would
be renewed automatically for a further term.

Figure B, Optional Duration with Fiscal Incentivisation of Longer Contractual Terms
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4.2.1 Contractual Term
A medium-term contractual duration presents benefits to both tenants and landlords. The tenant stands
to gain added stability whilst the landlord could benefit from greater security to the rental stream and
a better probability of keeping good existing tenants. Such an investment model also reduces costs for
the landlord since it eliminates the risk of prolonged vacancies, does away with the need to redecorate
or maintain the property between tenancies and reduces any agency fees.
A standard minimum contractual duration of a number of years would go a long way in rendering leases
a much more stable tenure, hence reducing transience and ensuring a guaranteed period of financial
security and wellbeing. Moreover, research conducted specifically in the context of this White Paper,
as well as, international literature suggest that medium-term contracts will not prejudice the landlords’
economic position. First of all, it must be kept in mind that landlords differ from ordinary investors in
that they need good users of their immovable property in order to safeguard the value of their asset. It
has, for instance, emerged that landlords are not exclusively after the maximisation of their profits, but
also after reliable tenants who pay rent punctually and maintain the rented units properly.
A multiple year agreement is compatible with the regular contracts of employment entered into by
foreign tenants as well as their average stays in Malta. A longer contractual period would also allow
local households to create homes in their rented accommodation.

4.2.1.2

Notice of Termination or Renewal by Landlord

At the end of the term the landlord is by no means bound to renew the lease; however, notice of
termination must be given to the tenant by not later than three months prior to the expiry of the
agreement. Failure to do so would result in the agreement being prolonged for a further term at the
same conditions as the previous one.

4.2.2		

Predictable rent increases

The absence of a limitation on increases could lead to an easy avoidance of the rules through the
imposition of purposefully unaffordable rises at the start of the second or third year of the contract. In
the absence of a region-specific index, the Property Price Index (PPI) remains, for the time being, the
most adequate tool to regulate increases, although government should additionally consider a cap
beyond which rents would not be able to rise. It should also be specified that an unlikely decline in
property prices would not result in a consequent reduction of rent, rather the amount would remain
unaltered during the course of that year.

The White paper strongly recommends the removal of the possibility of six-month leases, which have
been identified as one of the primary causes for instability in the sector. The main alternatives lie in
either establishing a minimum compulsory duration or that leases contracted for periods longer than
one year be fiscally incentivised.

4.2.1.1

Compulsory Period for Tenant and Notice of Withdrawal

Since flexibility represents one of the main advantages that renting has over home ownership, the
regulations must not impair the tenant’s right to terminate the relationship in case of a personal change
of circumstance. The tenant should, therefore, remain free to withdraw unilaterally from the contract,
provided that he gives due notice to the landlord and only after a minimum contractual period would
have lapsed. This would ensure that the landlord is also guaranteed a minimum return upon entering
the agreement.
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4.2.3		
		

Withdrawal by the Landlord
(in the case of a mandatory term exceeding one year)

The White Paper recognises that there are certain instances where the landlord’s interests should take
priority over the tenant’s right to housing. These relate specifically to cases when:
i)

the need arises, for the landlord, to reside in the property himself or to
allocate the property to any relative, up to the second degree, for residential
purposes;

ii)

the landlord intends to sell the property with vacant possession;

iii)

the landlord intends to demolish or carry out substantial renovations,
including the construction of additional floors, and the eviction of the tenant
would become necessary for the execution of these works.

In all three of the above cases, the landlord should be able to terminate the contract prematurely,
provided that adequate notice is given to the tenant only beyond a certain period (e.g. after the lapse
of one year from the date of the rental agreement). In the case of termination due to the eventual
sale of the property, the viewing hours for interested buyers, must be limited to weekdays. Moreover,
deterring fines should be foreseen for landlords who utilise these clauses wrongfully, in order to obtain
the premature eviction of the tenant.
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5. Measures to Improve the Functioning
of the Private Rented Sector
Although giving the sector a greater degree of stability, the Regulatory Framework cannot, by itself,
present a solution to all the problems being faced by the respective contracting parties in the present
context. During the course of the research both landlords and tenants expressed concerns on the poor
management of the sector, starting from the formalisation of the agreement to the process of eviction
in the case of contractual default. The following measures are therefore designed to improve the system
immediately as well as to anticipate any counter-effects of the reform.

5.1

Eviction Process
Court delays represent a determining factor that discourages investment, and this is particularly the case
in the PRS where potential landlords hesitate to put their properties on the market due to the perceived
difficulties in evicting defaulting tenants.
The comparative exercise has demonstrated how from a purely procedural point of view, Maltese law is
amongst the most advantageous to landlords since not only do cases concerning leases go through a
Board with a specialised competence - the Rent Regulation Board (RRB) - but it also allows a summary
procedure in cases dealing solely with eviction. In fact, saving delays in the notification of the parties
and in the appointment for hearing, the present mechanism allows a case for eviction to be decided in
as little as 36 days.
A quick glance at the recent statistics relative to the RRB reveal that whilst, in line with the growth of the
sector, disputes have been increasing steadily since 2014, only 184 cases were brought before the RRB
in 2017 (furthermore, this number includes commercial and pre-1995 leases).
The changes foreseen in this aspect include:
i.
ii.
iii.
iv.
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Clarifying the wording of Article 16A (Cap. 69) relative to summary procedure
by allowing the Chairperson to order the eviction despite pending claims
relating to rent or utility arrears;
Making allowance for the introduction of a second chamber within the RRB;
An arbitration panel for minor disputes;
Expediting the Service of Judicial Acts.

5.2		

Declaration of Deposit and Presentation of Inventory

Several tenants contacted in the course of this study have reported a good relationship with their
landlord, thereby indicating that disputes are not the norm in the sector. However, frequent causes of
divergence appear to be on matters relating to the retention of the deposit by the landlord, without
any apparent justification. The comparative exercise showed that even in the most liberal jurisdictions,
such as England, schemes are in place in order to protect the deposit and to provide a more transparent
method for its eventual release or retention. There hardly is any reason to argue that the Maltese PRS
should not follow this direction.
Landlords should be required to declare any amounts requested as a guarantee of future payment from
the tenant in the rental agreement. Moreover, if such sums are requested, an inventory, to be signed by
both parties, must be delivered together with the contract.

5.3		

Towards Management of Private Residential Leases

PRS management involves several new governing practices, starting from the registration of the contract
up to the blacklisting of defaulting tenants and abusive landlords. These new procedures could be
entrusted to a new entity dealing exclusively with the PRS not only from an administrative point of view
but also from a a research perspective.
A public agency for private residential leases is necessary to handle all matters related to registration of
contracts and enforcement. It should also be tasked with advising Government on measures to be taken
in this dynamic sector.

5.3.1		

Registration

The study showed a wide consensus regarding the need to register residential leases in Malta. Registration
represents one of the most important elements for the regularisation of the PRS since it ensures more
transparency and better fiscal monitoring. During the course of the research at least two instances have
come up where the landlord’s refusal to agree to an agreement in writing has prejudiced the position of
the tenant.
The typical case is that of deserving applicants for the rent subsidy scheme offered by the Housing
Authority, who are impeded access to this grant due to the lack of a written contract. From enquiries
carried out by the Secretariat, it also resulted that certain tenants could not apply for the new subsidy,
as doubled by Government in 2017, due to the same reason. The second case concerns third country
nationals who are required to submit both a copy of the rental contract as well as a declaration filled in
by the landlord when applying for their residence permit.
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Representatives from JRS have reported that the absence of a written contract has often resulted in
third country nationals being deprived of rightful benefits. As underlined in the comparative outlook,
however, the compulsory registration of leases must not be allowed to go against the interest of the
tenant and neither should the failed registration by the landlord or his reporting of the unregistered
lease to the authorities lead to the forfeiture of the tenant’s tenancy rights over the property.
A solution seems to be presented by the Italian system, where rental contracts that are not registered with
the fiscal authority are considered null and void. Nevertheless, even in the cases of a failed registration,
the tenant’s rights would remain intact since s/he could request the Court to formalise the de facto lease
at a rent that would be in line with a below-market index.8 This is evidently a protective measure for the
tenant and a punitive one for the landlord since the absence of any written agreement and the failure
to register the tenancy would almost certainly mean that the landlord would not be declaring his rental
income (Bianchi 2014). Moreover, for ease of registration, the Government could also publish a template
contract that would be accessible online. Penalties should also be considered for landlords who are are
caught renting out their properties without a registered agreement.

5.3.2		

Enforcement

Another important task of the agency is that of overseeing the compliance with the new regulations and
ensuring that cases of abuse, by either party to the contract, are reported, investigated and addressed.
Estate agents contacted in the course of the study have brought to attention cases of serial defaulters
or tenants who hop from one tenancy to another, leaving behind substantial arrears. The agency could
take note of such bad practices by collecting evidence and monitoring judgments by the RRB in order
to draw up a black list of unruly tenants. The same could be done with abusive landlords. Access to
such a list would, however, be dependent on the proof of a legitimate interest by the one requesting the
information, in line with data protection rules.

5.4

Optimisation of the Rent Subsidy
The absence of any regulation of initial rents means that more pressure will have to be absorbed by
public funds in terms of subsidy. Data retrieved from the Housing Authority points towards the present
maximum subsidy of €166/month being clearly insufficient for certain applicant households, particularly
welfare dependants such as pensioners who are renting at market rates. This White Paper recommends
that the subsidy schemes be steered towards individualised means-testing mechanisms which ensure
that the subsidy effectively lifts the housing cost overburden (generally accepted to be anything
above 30%-40% of the household’s income) from every applicant. A similar scheme has recently been
introduced in Luxembourg.

Legge 9 dicembre 1998, n. 431 “Disciplina delle locazioni e del rilascio degli immobili adibiti ad uso abitativo”, Article
13(5).

5.5

Promotion of Bank Transfers
Bank transfers, rather than payments in cash, represent an important step towards the regularisation
of the sector. Local banking institutions are in the final stages of introducing products reflecting the
requirements of the Credit Institutions and Financial Institutions (Payment Accounts) Regulations,
thereby rendering such payments possible even for foreign tenants.

5.6

Tenant’s Guarantee of Access to Water and Electricity Services
This White Paper strongly advocates the tenants’right to have a direct and unhindered access both to the utility services
of their rented premises as well as to their bills. In order to address the above, the team consulted with the Automated
Revenue Management Services Limited (ARMS) which recommended that upon registration of the residential tenancy
contract, the landlord and the tenant present a signed copy of Form H and Form N of ARMS. Form H serves as a change
in the declaration of the number of persons residing in the premises; and Form N authorises the tenant to verify
pending dues for the leased property upon request by electronic mail.
Under this system the bills would be issued to the landlords, who could, therefore, remain the account holders
throughout the tenancy. However, the right of the tenants to ensure that they will be paying a fair amount according
to the correct tariff will be ensured through the presentation of signed Form N.
The risk of soft eviction through the termination of the supply of utilities in the leased property, upon the request
of the landlord as account holder, may also be contained through an administrative procedure. Any request for
termination of supply for any given premises, shall be followed by an investigation carried out by ARMS for a signed
Form N applicable to the property in question. If a Form N is found, the consent of the tenant shall be sought before
supply is terminated. A designated period within which ARMS shall try to reach the tenant concerned in all possible
ways shall be decided.
This is being proposed without prejudice to the tenants’ right to opt for Form F, which serves as the registration of a
change in consumer, or Form F2 which serves as temporary recognition of the tenant in the rented premises.

8
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6. More Affordable Housing
It must be acknowledged that beyond the measures designed to improve the management of the PRS, the
ultimate solution to the rental problem lies in a stronger supply of affordable housing. Although, at face value,
it might appear as a simple supply and demand issue the White Paper goes beyond this facile understanding;
it recognises that it is not merely a question of how many dwelings are built but rather what kind of dwellings
and by whom they are built. Throughout the course of this study it has emerged very clearly that more
reliance on private supply has failed.
Whilst the Secretariat remains active in promoting schemes aimed at the regeneration of private properties
(Scheme for the Rehabilitation of Vacant Dwellings for Rent), it is of the opinion that the most effective
solution lies in the diversification of the housing market through limited profit or not-for-profit building.

6.1

Rehabilitation of Vacant Dwellings for Rent
Through a recently-launched scheme, owners of vacant dwellings may be granted up to a maximum
of €25,000 to carry out repairs necessary and make the property habitable. Repairs may include
extraordinary structural works, alterations to the lighting, drainage and sewage systems, restoration of
facades, works on bathroom, floor tiles, apertures and internal doors.

6.2

Diversifying the Market
Limited profit or not-for-profit entities tasked with the construction of affordable housing would
introduce a third way of house building, and provide a further alternative to either public or commercial
supply of housing. These would also help address the shortage of properties for rent in the more
affordable brackets (low-to-medium income earners).

6.2.1 Affordable Housing Foundations/Public-Private Partnerships
Third Sector Housing originates from the utilisation of Social Capital to deal with the notions of the
utilisation of public land and the elimination of the speculative gains from housing intended for Social
Accommodation. This model has been used in most European countries to provide considerably belowmarket rents, to medium and low-income families. The model relies on the establishment of a financial
vehicle, which is, in turn, financed by a bank loan. The rent collected would be primarily used to repay
the loan and eventually to maintain the property and reinvest in the same social enterprise. This model
has no cost to the State other than the allocation of land on emphyteusis, which means that the land
would revert back to the State upon the expiration of the stipulated grant.
Third Sector Housing operates on a Social Enterprise, not-for-profit model, the sole purpose of which is
to provide low cost social housing and manage excess revenue from its operation by re-investing in the
future development of the sector. Alternatively, such a model would take the shape of a PPP with private
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developers who would develop public land and receive, in return, a margin of the rental income.
The introduction of the Third Sector Housing in Malta would widen the rental market by creating an
intermediate option between social housing and the commercial housing market. Most of all, it creates
the possibility for low- and medium-income families to move from one housing sector to the other, with
the eventual prospect of becoming homeowners.
In the absence of a solid Social Entrepreneurship community or a legal environment that would support
both Social Enterprises and Third Sector Housing in Malta, Purpose Foundations could be created in
order to undertake the functions of what, abroad, are generally referred to as Housing Associations.

6.2.2		

Real Estate Investment Trusts

Real Estate Investment Trusts (REITs) are partnerships formed with the aim of investing in incomegenerating real estate assets. These entities ensure geographical and functional diversification of
real estate portfolios enabling investors to capitalise on variances in international property markets;
low transaction costs; low entry costs and a stable income emanating from dividends distributed; tax
exemptions; high investment liquidity; and a high diversification of investment portfolio.

7. Other long-term measures
Measures aimed to ensure better accessibility and standards in the Maltese rental market could include:
7.1 Minimum Habitability Standards and Regulation of Houses in Multiple Occupation (HMOs)
The lack of affordable properties for rent are driving the most vunerable categories of tenants to live
in sub-standard housing. The identification of a minimum habitability standard for rented properties
must certainly be amongst the immediate goals of the Agency once it is put in place. The need for the
regulation of Houses in Multiple Occupation (HMOs) is also clear from the research outcome, where
many tenants are residing to live communally due to constraints.
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7.2 Regulation of Estate Agents
The study has found evidence of the essential role of estate agents in the sector since, besides being the
intermediaries between landlords and tenants, they are also the advisors to both parties. Nevertheless,
this category remains unregulated in Malta and, besides agents not being required to undergo any
academic or practical formation in order to exercise their profession, there is also no straightforward
manner for property market participants to confirm the standard of their agent’s service. This White
Paper recommends a further comparative study looking at the regulation of estate agents across Europe
as well as a proper assessment of what professional standards agents are expected to meet locally, in
every transaction that they oversee.
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