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Moving on up

Over the past five years Spain’s property market has undergone a radical
transformation. While challenges persist, not least Brexit uncertainty,

the country’s prime market now appeals to a broader mix of buyers,

with investors taking advantage of the recent surge in tourist numbers.

By Kate Everett-Allen

Economically, Spain finds itself on
arguably its firmest footing for a decade,
with GDP growth forecast to hit 2.6% this
year, surpassing that of Germany, Canada
and the US, according to the IMF.

Higher employment, rising disposable
incomes and an upturn in consumer
confidence are underpinning housing
demand with mortgage lending up
20.2% in March 2017 compared to the
previous year.

Prices have largely reached their floor
across most regions with a lack of new
supply helping to support values.

Spain’s top neighbourhoods:
How many square metres does
€1m buy?
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MADRID
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Prime prices are based on the typical property type
in each location.

Recovery gathers pace

Mainstream prices vs residential sales and completions, 2004-2016
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Spanish Ministry of Development

New housing permits fell 96% between
2006 and 2013, from around 850,000
units per annum to 34,000 units,
according to Spain’s BBVA Bank. Since
2014 permits have increased by around
90% but remain low compared to pre-
financial crisis levels.

For foreign buyers, Spain still represents
good value. In 2017 although
strengthening, the Euro is below its
historical average against the US dollar
and the pound, mortgages rates are
competitive and tourism — for those
seeking to rent their holiday home —
reached a new high in 2016.

However, Brexit, lingering political
uncertainty (the new government needs
to address a large deficit), the future
tapering of the European Central Bank’s
QE stimulus programme and a vote on
Catalonia’s independence in October

present their own challenges, but newly
energised price growth is likely to be
sustained at least in the short term.

In 2017, two key trends merit the attention
of second home buyers. Firstly, the
diversification of demand. British buyers
(down 28% in the year to Q4 2016) are
being replaced by Dutch purchasers (up
58% during the same period) along with
Belgian, Scandinavian, Latin American
and Turkish buyers. according to the
Spain’s General Counsel of Notaries.

Secondly, Spain is witnessing the rise of
the urban resort. Both Mallorca’s capital,
Palma, along with Barcelona, Valencia
and Malaga are undergoing a renaissance
as buyers seek to combine a vibrant city
centre and all it offers in terms of culture,
cuisine and retail with the benefits of a
beachfront and marina.

Please refer to the important notice at the end of this report

Spain’s
prime markets

Knight Frank’s Spanish network extends

across five of the country’s key second home

destinations, below we provide a snapshot
of the current market conditions in each.

Marbella

e Annual % change in prime prices to Dec
2016: -2.9%

¢ Prime areas in demand: Golden Mile, Nueva
Andalucia, Sierra Blanca, Ojén and Benahavis.

e Key buyer nationalities: Netherlands,
Germany, Russia, Morocco and Scandinavia

Buoyant sales in Marbella
Number of sales by municipality
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Madrid Buyer diversity
Breakdown of Knight Frank’s prime buyers (%)

¢ Annual % change in prime prices to
Dec 2016: 3%*

¢ Prime areas in demand: Jeronimos,
Chamberi, Salamanca, El Viso

LATIN AMERICA 18.5%
and Centro
o NORTH
e Key buyer nationalities: Venezuela, AMERICA 1.9%
Mexico, Switzerland and France MIDDLE
; . EAST1.9%
Source: Knight Frank Research TR IR e

*Latest data available. Annual % change to

Q22017 =10.7% *Excluding Spain
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Barcelona
e Annual % change in prime prices to Dec
2016: 6.6%
¢ Prime areas in demand: The Old Town,
Eixample and Serria Sant Gervasi.

o o Key buyer nationalities: France, Turkey,
Switzerland and US

Barcelona records 25% increase
in average rents in three years
Average rents € per pcm
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Ibiza Mallorca
¢ Annual % change in prime prices to Dec e Annual % change in prime prices to Dec
2016: 2.5% 2016: 2.0%

¢ Prime areas in demand: Palma, Port
d’Andratx, Séller, Deid and Son Vida

e Key buyer nationalities: Germany,
Netherlands, Belgium and UK

© Prime areas in demand: Ibiza Town,
Es Cubells, Santa Eulalia and Cap Martinet

e Key buyer nationalities: Netherlands,
Germany, France, UK and ltaly

Rising sales volumes in SW Mallorca
No. of €2m+ sales

Ibiza sees 25% increase in flights
by private jets Year to June 2017
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Knight Frank Research Reports are available at KnightFrank.com/Research
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For the latest news, views and analysis
on the world of prime property, visit
KnightFrank.com/blog
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Knight Frank Research provides strategic
advice, consultancy services and forecasting
to a wide range of clients worldwide including
developers, investors, funding organisations,
corporate institutions and the public sector.
All our clients recognise the need for expert
independent advice customised to their
specific needs.
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Important Notice

© Knight Frank LLP 2017 - This report is
published for general information only and
not to be relied upon in any way. Although
high standards have been used in the
preparation of the information, analysis, views
and projections presented in this report, no
responsibility or liability whatsoever can be
accepted by Knight Frank LLP for any loss or
damage resultant from any use of, reliance on
or reference to the contents of this document.
As a general report, this material does not
necessarily represent the view of Knight Frank
LLP in relation to particular properties or
projects. Reproduction of this report in whole
or in part is not allowed without prior written
approval of Knight Frank LLP to the form
and content within which it appears. Knight
Frank LLP is a limited liability partnership
registered in England with registered number
0OC305934. Our registered office is 55 Baker
Street, London, W1U 8AN, where you may
look at a list of members’ names.
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