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After the modest increase 
recorded in the first three 
months of 2019, economic 
activity in Italy was 
unchanged or declined 
slightly in the spring. The 
weakness of the industrial 
cycle, which above all 
reflects enduring trade 
tensions at international 
level, was only partly offset 
by the favorable trends in 
services and construction. 
In the first quarter, GDP 
resumed a barely positive 
growth trend. Economic 
activity was buoyed by 
foreign trade, investment 
in construction, and 
consumption, but was held 
back by the decrease in 
inventories and by lower 
investment in machinery, 
equipment and means of 
transport. 

The slowdown in the prices 
of energy products and 
the weak economic cycle 
curbed inflation, which 
decreased to 0.8% in June. 
Bank lending to the private 
sector weakened slightly; 
growth in household loans 
remained solid, while 
lending to corporate clients 
contracted marginally. 
Last year’s increase in 
banks’ bond funding 
costs has so far had little 
effect on the interest 
rates applied to loans, 
in part thanks to the 
high level of liquidity 
and the improvement in 
banks’ balance sheets; 
nevertheless, credit access 
conditions tightened for 
smaller firms1.

Italy macroeconomic context

1 Source: Bank of Italy, Economic Bulletin – July 2019
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In H1 2019 the Italian 
property investment market 
recorded €4.9 billion of 
transactions, up 54.5%
compared to H1 2018. 
In the second quarter, 
the corporate real estate 
market saw the completion 

of a number of deals whose 
closure had been pending 
for months, consolidating 
the investment trend in 
some alternative real 
estate sectors that had 
been of less interest to 
investors in the past. 

Italy property investment volumes, €/bn

1 Source: Bank of Italy, Economic Bulletin – July 2019
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Transacted value by asset classes, €/mln Diff erence by asset classes, €/mln
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Specifi cally, the fi rst half 
of the year closed with 
investments totaling €1.8
billion in the offi  ce sector 
(+85.3% yoy), driven by 
the cities of Milan and 
Rome; the weakness of the 
retail market continued, 
with €500 million of 
investments, a decrease 
of 59.9% compared to 
the year-earlier period, 
whilst the logistics market 
recorded transactions for 
€325 million circa, down 
from €400 million 12
months ago. 

The real surprise came 
from the hospitality 
sector, which capitalized 
€1.5 billion of transactions 
in Q2 2019; the transacted 
value since the beginning 
of the year was more than 
€2 billion, including the 
acquisition of properties 
intended for other 
types of use and their 
subsequent conversion.
The upsurge in the 
hospitality sector was 
due to two factors: 
fi rstly, the completion 
of a deal among leading 

international investors 
concerning a portfolio 
of iconic tourist assets 
distributed throughout 
Italy; secondly, the 
tendency among Italian 
entrepreneurial families 
to sell non-performing 
hotels. These assets 
oft en require extensive 
restructuring and 
the presence of an 
institutional counterpart 
able to sustain the 
expenses involved is 
therefore essential.
The remaining asset 

classes reported 
investments for €320
million; the “other” 
segment mainly saw 
the sale of plots for 
real estate projects and 
other properties for 
restructuring totaling 
approximately €25 
million, while the nursing 
homes market recorded 
investments for less than 
€30 million. The marginal 
diff erence is att ributable 
to mixed-use properties.
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Diff erence by asset classes, €/mln

From a geographical 
perspective, the North-
West confi rmed its 
position as the macro 
region with the largest 
number of deals for an 
amount of nearly €2 billion, 
followed by the macro 
region of Central Italy 
with over €900 million, 
whilst the North-East and 
the South and Islands 
macro regions recorded 
transactions for €00
million overall. Finally, 
the transacted value of 
“property portfolios” was 
€1.4 billion, the equivalent 
of 29.5% of nationwide 
transactions.

Italy property investment volumes by macro area

North-East
352.2 €/mln

North-West
1931.1 €/mln

Center
924.5 €/mln

South & Islands
245.5 €/mln

Mixed Portfolios
1441.5 €/mln

Since the beginning of the 
year, total investments 
from abroad was €3.8
billion, or .9% of the 
overall transacted value. 
In the second quarter, the 
proportion rose to 80.2%
compared to 2.5% in the 
fi rst quarter of the year. 
This growth consisted 
mainly of international 
capital from French 
companies in addition to 
fl ows from joint venture 
operations among leading 

international companies. 
Once again, US investors 
were a power in the 
national real estate 
economy followed by 
Asian and Middle Eastern 
investors. Domestic 
investment fl ows were €1.1
billion, up 21.% compared 
to the fi rst half of 2018, 
primarily from joint 
venture deals, property 
funds and other property 
companies.

Type of investor, %

Foreign
77.9

22.1
Domestic

tipologia di investitori, % - italia

diametro 62
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Investment by sector, %

Offi  ce sector investment, %

In the fi rst-half of 2019, the 
Milan property investment 
market confi rmed its 
expansion trend, recording 
an investment volume of 
€1. billion, an increase of 
38.9% compared to the 
year-earlier period. 

The offi  ce sector was the 
main driver of real estate 
growth in the city, with a 
total of €1.2 billion (+5%
on an annual basis). 

In addition to the growth 
in transacted volumes, 
institutional investors’ 
investment strategy 
changed in terms of type 
of product sought and 
geographical location, 
with greater interest in 

higher-risk properties with 
higher yields. Whereas in 
H1 2018 offi  ce properties 
were purchased in the 
city center and the semi 
central area through to the 
suburbs, in H1 2019 82.4%
of investments were in 

the suburbs and the CBD 
Porta Nuova district, for 
a total of €580 and €420
million respectively; 
transactions in the more 
central districts of the city 
accounted for only 4.5%.
Volumes in the high street 

market were in line with 
the year-earlier period, 
whilst a reduction was 
reported in the logistics 
and hospitality sectors, 
with an overall total of just 
€20 million, well down on 
performance in H1 2018.

Retail

Logistics & Industrial

Other

Investimenti per se�ore, % - Milano
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Take-up trend by quarter, ('000 sq m) 

Confi rming the uptrend 
in the offi  ce sector, 

encouraging signs also 
emerged on the rental market, 

with take-up of 23,000 
square meters in the fi rst 

half, up 1.3% compared to 
the fi rst six months of 2018.

During the second quarter, 
the largest number 
of square meters –
32,500 – was let in the 
Milan suburbs, more than 
twice the total of the 
fi rst quarter. The Milan 
Hinterland recorded a 

take-up of 23,500 sq m 
whilst in the CBD Duomo 
area 19,000 sq m of offi  ce 
space were let. Take-up 
in the CBD Porta Nuova 
district and the semi 
central area was around 
30,000 sq m as a whole, 

whilst 10,000 sq m were 
let in the center, three 
times higher than the 
level achieved in the fi rst 
quarter.
In terms of rent, in 
central Milan the prime 
rent continued to grow, 

reaching €595/sq m/year 
thanks to the recent rental 
agreements on some iconic 
assets in primary locations. 
The average rent remained 
stable at €450/sq m/year.

Milan market

Take-up by sub-market, ('000 sq m) 
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Milan market

The availability of offi  ce 
space in Milan grew as a 
result of the increase in 
supply in the CBD Porta 
Nuova district, which 
took the vacancy rate up 
to 10.5%. At the end of 
June 2019, total available 
square meters was 
estimated at 1.4 million, 
with the Milan suburbs 

accounting for 34.4%
of available stock, 
followed by the Milan 
Hinterland (2.2%). 
No signifi cant change 
was recorded in the other 
Milan areas, except in 
CBD Porta Nuova where 
availability reached 
10,000 sq m.

Vacancy rate:    
.%

Offi  ce stock by zone, %

During the second quarter 
of the year investment 
fl ows remained stable, 
with capital continuing 
to come primarily from 
abroad. At the end of 
June 2019 overseas 
investments were over 
€1.3 billion, the equivalent 
of 82.4% of the overall 

invested volume, with 
capital mainly coming 
from the USA, Germany 
and Asia. Domestic 
capital amounted to €300 
million circa and related 
to corporate investors 
and property funds.

Type of investor, %

17.6
Domestic

Foreign
82.4

diametro 62



12

 2019H1Milan market

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

30/06/2019

31/03/2019

31/12/2018

30/09/2018

30/06/2018

31/03/2018

31/12/2017

31/09/2017

30/06/2017

31/03/2017

31/12/2016

Prime net yield 10 year - Italy govern. Bond

0.0
20.0

40.0

60.0

80.0

100.0

120.0

140.0

160.0

180.0

30/06/2019

31/03/2019

31/12/2018

30/09/2018

30/06/2018

31/03/2018

31/12/2017

31/09/2017

30/06/2017

31/03/2017

31/12/2016

Milan office market vs 10y Italy govern. bond, returns %

For over 24 months, the 
prime net yield in central 
Milan has been stable 
at 3.5% due to the lack 
of trophy properties 
on the market, which 
have been gradually 
captured by leading 
international investors, 

and to increasingly 
selective demand. 
At the end of June 
2019, 10-year Italian 
government bond yields 
reached 2.3%, down 
from 3% at the end of 
2018. The risk premium 
in the office sector has 

therefore risen again, 
with a differential 
of 121 bps; however, 
uncertainty remains 
over the evolution of the 
Italian economy in the 
coming months. In fact, 
the real challenge for 
institutional investors 

will be to intercept the 
changes in the country’s 
real economy in relation 
to the government’s 
economic policies and 
the monetary policies 
expected from the 
European Central Bank.

Source: Prelios analysis on data of Bank of Italy

Source: Prelios analysis on data of Bank of Italy

%
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In H1 2019, the Rome 
corporate property 
market totaled over €00
million of investments, 
an increase of 1.8%
compared to H1 2018. 
Once again the offi  ce 
market was the best-
performing sector with 
investments of €420
million, followed by the 

retail market, which 
saw a slight increase in 
transacted volumes from 
the year-earlier period. In 
the other asset classes, 
aside from the logistics 
sector where sales 
volumes were modest, no 
signifi cant changes were 
recorded.

Investment by sector, %
Investimenti per se�ore, % - ROMA

Retail
25.1

Office
58.5

13.6 Other
2.8

Hospitality

Take-up trend by quarter, ('000 sq m) 

sq m

The offi  ce market closed 
with a take-up of more 

than 90,000 sq m in 
Q2 2019, exceeding the 

excellent performance of 
Q1 2019 and reaching the 

highest value of the last 
6 years. 
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Central Rome reported 
the highest take-up 
with over 50,000 sq m 
(+43.9% qoq) followed 

by the EUR district 
(19,200 sq m) and the 
semi central area 
(10,000 sq m). 

In the center, rented 
spaces totaled ,800 sq m, 
down compared to more 
than 10,000 sq m in 

Q1 2019, whilst in the 
Rome suburbs nearly 
2,000 sq m were let. 

Available square meters 
were estimated at 
80,000 in the Italian 
capital, up 2.% from the 
fi rst quarter of the year. 
The largest concentration 
of offi  ce spaces was 
in the EUR district 

(40.8%), followed by the 
suburbs, which accounted 
for 3.2% of total 
available square meters. 
Percentages were lower 
in the remaining areas, 
with the highest share in 
central Rome, at 9.5%. 

Take-up by sub-market, ('000 sq m) 

0.0

20.0

40.0

60.0

80.0

100.0

SuburbsEURSemicentralCenterCBD

Q1 Q2

sq m

Vacancy rate:    
.%

EUR

Suburbs

CBD

40.8

36.2

8.2

Semicentral
5.3

Center
9.5

Offi  ce stock by zone, %



1

 2019H1Rome market

In terms of origin of 
capital, investment fl ows 
were mainly domestic 
and accounted for 81%
of total investments, or 
€580 million. 

The remaining 19% of 
capital came from the 
USA, whilst Continental 
Europe fl ows were from 
France, Germany, UK and 
Switzerland.

Type of investor, %

Foreign
19.0

81.0
Domestic

diametro 62

Offi  ce market drivers

Roma CBD

Roma CBD
Prime rent € 450/sq m/year

Prime net yield 4.1%
Roma EUR

Roma EUR
Prime rent € 350/sq m/year

Prime net yield 5.3%

In the Rome CBD area, 
the prime rent climbed 
to €450/sq m/year 
(+2.3% on a quarterly 

basis), whereas in the 
EUR district it was stable 
at €350/sq m/year; the 
offi  ce prime net yield was 

unchanged at 4.1% and 
the same phenomenon 
occurred in the 
EUR district where 

the prime net yield 
consolidated at 5.3%.
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herein, and for any consequent eff ect, damage, loss or cost of any nature. All 
rights are reserved and the information contained in this publication must not 
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