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Introduction and methodology
The Prestigious Residences Report came about as a result of collaboration between
Tirelli & Partners and Nomisma. The former specializing in prestige real estate
consultancy, the latter a study, research and consultancy company with over twenty
years experience in the field of real estate and urban transformation.
The combined efforts of these two leaders in the Italian real estate business led to
the formation in 2003 of this six-monthly Observatory, which monitors trends in the
prestige residences market.
The end purpose of the Prestigious Residences Report is to provide a six-monthly
current and prospective picture of quantities, values, trends and opinions expressed
by Tirelli & Partners about the most prestigious segment of the market, which usually
has very different characteristics and trends from those of the general residential
market.
Over the six-month period, Tirelli & Partners gathers qualitative/quantitative
information on the market, based on transactions effected and other internal sources.
All the information is processed statistically and organized by Nomisma, which also
provides an analytical interpretation of the phenomena observed, putting them into
the context of the general market trends measured by its periodic surveys.
The report presents synthetic considerations, emerging trends and characteristics of
the prestige residence market resulting from the analysis of data and qualitative
information supplied by Tirelli & Partners professionals.
The Observatory also offers detailed information and up to date data relating to
individual local markets.
A number of criteria (different for each city) were established to help define the
prestige quality of a residence:
price per square meter or total price above a given threshold1;
annual rent per square metre of total annual rent above a given threshold1;
location. The denomination Residual Area has been included among the
different urban areas classified as prestige to indicate those market
3.
location. The denomination Residual Area has been included among the
different urban areas classified as prestige to indicate those market situations
which, while not being located in the areas identified, still possess value
requisites 1 or 2.
The areas subject to monitoring are the following:
1.
2.

Milan
1

Reference values vary from city to city: see the chart relative to each market.
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1. Quadrilatero
2. Historic centre
3. Brera – Garibaldi
4. Magenta
5. Venezia – Duse - Giardini – Manin
6. Residual area
It should be pointed out that at least two different categories can be identified under
the description “prestige residence”, each with potentially different markets and
trends. On one hand are big or very big (from 200/250 sq.m. and above), very high
profile properties sought-after by an extremely limited segment of buyers. On the
other, properties which, while coming under the denomination “prestige” because of
their size and price, are accessible to a wider range of buyers. For ease of
exposition, we will refer to the first segment with the adjective “top” and the second
with “medium”. From a statistical point of view, the weight of the second segment is
much more significant than the first.
In future this sub-division will be explicitly referred to whenever required for a correct
analysis of an observed phenomenon.
If not explicitly mentioned, every consideration is to be deemed valid for the overall
segment.
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1. The prestige residence market in Italy’s urban
areas
Second Half 2009
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Table 1.1
Trend of the residential properties market in the 13 large urban areas,
Second Half 2009
Sales Market

Rental Market

Demand

!/"

Demand

Supply

!/#

Supply

Number of contracts

!/"

Number of contracts

2,372

Average price
metre/year)

Average price

(1)

(€/per square metre)

Average six-monthly variation
Average annual variation

(1)

(1)

(%)

(%)

-1.6

!
!/#

(2)

!
(€/per

square

Average six-monthly variation
(2)

(2)

(%)

113
-2.3

-4.1

Average annual variation

(%)

-5.5

Average sale times (months)

6.2

Average rental times (months)

3.1

Average discount on asking price (%)

13.2

Gross return on rental (%)

4.8

(1)

Weighed average of unoccupied homes.
(2)
Second-hand homes.
Source: Nomisma.

To date, the hard core of thrifty Italian families who are not highly indebted has
prevented the price of properties, not limited to homes, from suffering the
consequences of the financial crisis that surfaced during mid 2007 and became acute
from September 2008, in the same measure suffered by other countries.
In actual fact, the downward rectification of real
Table 1.2
estate prices in Italy has been to a much lesser Average of 13 large urban areas
– % variations in property prices,
extent than elsewhere.
October 2009

Even during the last semester, the current prices of
all types of properties, in all cities, did drop slightly
but to a lesser extent than the previous semester.
The slowdown in the lowering of the values is clear
and standardised. In fact, it has involved not only all
types of properties, but also the majority of cities.

Six

Annual %

monthly %

variation

variation
Residential
properties

–1.6

–4.1

Offices

–1.6

–3.9

Therefore, while the six-monthly downturn in the
Shops
–1.5
–3.2
prices of new homes, which is currently at –1.6%,
Nomisma.
had previously been –2.8%, that regarding offices has Fonte:
dropped
since last June going
from –2.3% to –1.6% and that of shops from –1.7% to –1.5%.

Luxury Residences Report
Second Half 2009

Although the perception of the trend in real estate values is more negative than their
precise measurement, the fact remains that the slowdown in the fall of prices is also
evident and confirmed by other indicators.
Nevertheless, it is still too soon to sustain that the downward correction of the prices
is over, although many signs of improvement in the climate of the real estate sector
are being affirmed. It is a fact that, while the previous semester seemed to be
dominated by the sense of a worrying tendency towards a worsening of the situation,
this one seems to be different.
It is true that there is no evidence of a market improvement in terms of classic
parameters, such as the gap between the asking price and demand, which continues
to widen, or in the sale and rental times, which continue to grow longer, with the
exception of rental times for homes, which, on the other hand are lessening slightly.
Moreover, the worsening of the situation in terms of insolvency rates is not only a
reflection on the growing financial difficulties being encountered by borrowers, but
also those of an economy that cannot seem to decidedly embark on the pathway
towards development.
Figure 1.1
Average of 13 large urban areas – percentage six monthly
variations in residential property prices
6
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Source: Nomisma.

The improvement underway is highlighted by the opinions expressed by a sample
number of operators which tell us that in the second semester of 2009, the supply of
homes did not increase any further while demand did begin to resurface, resulting in
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the prices, sales and rentals being assessed to be in a condition that is less critical
with respect to that of June of last year.
However, it is above all in the expectations as regards the evolution of the residential
property market that we can read a sign of improvement, given that although they
cannot be defined as optimistic, they do appear to have changed radically for the
better with respect to six months ago.
Signs that the negative trend has been overcome are much weaker in the business
activities property segment. This segment obviously weaker than the residential
properties sector, given that the latter constitutes the natural investment outlet for the
cash in the hands of families and the business properties sector is suffering more due
to the slow evolution of the macro-economic framework. According to assessments,
the macro-economic framework should grow by around 1% in 2010, yet this does not
lead to any expectations of a significant rise in the demand for offices or shops or
other types of properties destined for use as business premises.
If the current situation appears to repropose this Italian structural characteristic as far
as price trends are concerned, that is, that prices are more resilient than elsewhere
and a nominal drop is quite a rare event if we take a look at their historical evolution,
different observations can be made about the investment and sale dynamics.
In actual fact, in Italy, like elsewhere, the recession has had a significant effect on
business volumes. Within a global context where the fall in volumes of financial
activity has been quite significant, something similar has occurred in Italy but it is
limited to the segment on which institutional investors operate, such as Real Estate
Funds.
The Italian answer to the “trust crisis” that has characterised the financial market has
been to maintain an elevated level of “trust” in the purchase of a home.
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Figure 1.2
Italy – Number of sales of residential and non residential properties (1)

(1)
(*)

Tertiary, commercial and productive sectors.
Assessments.

Source: Data processing and Nomisma assessments on data from the Public Real Estate Registry
Office

The number of residential property sales has continued to drop in 2009, even though,
as is evident from the data supplied by the Public Real Estate Registry Offices
relative to the third quarter of the year, the speed in the lessening of volumes has
slowed down (from – 18.7% in the first quarter to – 1.3% in the third).
Today it is possible to estimate that 2009 will come to a close with less than 600
thousand sales of homes, a figure which, with respect to the peak value of 845
thousand sales in 2006, means a loss of approximately 250 thousand homes, or
approximately 30% of the market.
Table 1.3
Homes – Number of sales and variations in the first 9 months of 2009
1st Qtr.

2nd Qtr.

3rd Qtr.

% Variation

% Variation

% Variation

09

09

09

I 08/I 09

II 08/II 09

III 08/III 09

136.094

163.894

132.761

–18,5

–12,9

–11,0

40.358

49.689

38.250

–15,7

–8,9

–9,9

95.736

114.205

94.511

–19,7

–14,6

–11,5

41.755

51.466

38.888

–10,3

–13,3

–10,1

– Chief towns

19.020

23.692

18.020

–13,9

–5,7

–6,6

– Remainder of province

22.735

27.774

20.868

–19,1

–13,9

–12,9

Italy
– Chief towns
– Non chief towns
The 8 major cities

(*)

(*)

Bologna, Florence, Genoa, Milan, Naples, Palermo, Rome and Turin.

Source: Public Real Estate Registry Office.
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As has been observed from the time the market entered its slow-down, there is still a
less performing dynamic in the provincial areas with respect to the chief towns, as
well as in the latter with respect to the large metropolitan areas.
After the negative peak experienced during
Table 1.4
the first part of the year, it would appear that Average of 13 large areas – Sales times
in the 2nd semester of 2009 the demand for and rental times and discounts, October
2009
homes to purchase is timidly coming to the
New
Secondsurface again. The indications from real
Homes
hand
estate operators, regarding the trend in the
homes
demand for residential properties, have
gradually moved from a drop, to a situation Sales times (months)
6,1
6,2
of stability, in any case on exchange levels Rental times
3,0
3,1
that are quite contained. For the first time in (months)
fact, after three semesters, in which there
Discounts (%)
9,4
13,2
was a significant majority of opinions
regarding a decline in the demand with Source: Nomisma.
respect to those regarding its stability, the hierarchy has been inverted. It may indeed
be a transitory rebound or the beginning a market adjustment, but it will all depend on
the overall economic and financial pitch of the coming months as well as the climate
of trust that Italian families and businesses perceive.
The low level of negotiations, which is the fruit of an even more staggering demand,
produces an abundant stock of offers, particularly regarding positions that are semicentral and peripheral with respect to the cities.
Today’s market is therefore quite shrewd, it takes many months to close negotiations;
the sales times have risen slightly, reaching 6.2 months, but there are cases in which
they are in excess of 7 months (Bologna, Bari and Mestre), while on the other hand,
the Sicilian cities of Catania and Palermo appear to be the “fastest” along with Milan
and Rome, with sales times in the order of 5 months or a little more.
The dynamics do not change in the case of new homes, which have by now hooked
on homes that are a little over 6 months old.
The few exchanges that do come about are for the most part accompanied by
“generous” discounts which are on average around 13.2%, but with an extensive
degree of variability among the cities taken into consideration: there are significant
differences between North and South.
The prices of homes continue to fluctuate, but in a lesser measure with respect to
what was encountered during the first portion of the year. The six monthly variation
regarding semester II of 2009 is blocked at –1.6%, while the values had gone down
by 2.5% during semester I. Throughout the whole of 2009, the sales values therefore
lose 4.1%, a fluctuation that we find only in 1996/1997. Among the various urban
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areas, the suburbs have been penalised relatively more with respect to the more
prestigious central areas with fluctuations that are almost double with respect to the
latter.
If we take the average current prices into consideration net inflation, today’s levels
are comparable to those that we were seeing 4 years ago, but with sales times that
are 50% longer. Despite moderately accessible prices, the market is found to be slow
and with evident difficulty in resuming activity.
The significant difference between today’s market and that of a few years ago is
undoubtedly access to credit, which is believed to be difficult by 93.4% of the
operators questioned. None of the cities observed seem to be exempt from the credit
issue, which is manifested mainly in the request for additional guarantees by banks,
as well as by a lesser financed quota with respect to the value of the property being
purchased.
The rental market has been characterised for some time more by stability than a
decline, showing a better hold with respect to the crisis and absorbing, perhaps only
temporarily, the demand of families who are being forced to postpone the purchase
of a home. The supply is in any case more than sufficient with respect to the
emerging demand and in the majority of cases it is also in excess with respect to the
latter. The timeframes necessary to rent out properties have not increased yet,
remaining stable at just over 3 months.
The quality provisions regarding the number of residential property sales in the next
semester are clearly improving. If the quota of indications of an increase was
previously irrelevant, causing a significant prevalence in the hypothesis of a further
drop in exchanges, the situation is now completely different.
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Figure 1.3
Average of 13 large urban areas – Homes – Forecasts on prices and number of sales

(*)

(*)

Balance between positive and negative forecasts.

Source: Nomisma.

In fact, almost all of the operators questioned believe that the market volume is set to
extend during the initial months of 2010. It is true that during the last two years we
have witnessed a progressive reduction in sales, which has led today’s market to
levels that are over 25% lower with respect to that of the beginning of 2007 (in the 1st
semester of 2009, 300 thousand sales were closed compared with 412 thousand in
the 1st semester of 2007). Widespread opinion is that it would appear that we have
now reached the lowest point and the market can only start an upward trend again.
This forecast regarding the recommencement of transactions should be strengthened
by the continuance of a declining trend as regards exchange values.
The short-term situation of the market is therefore still quite complex and uncertain,
as is the case for the macro-economic framework of reference. In any case, all the
data converge to render a situation in which the lowest point of the recession was
touched in March-April of this year and since then, the signs of recovery have
intensified. There are however a number of important issues remaining for Italy, such
as the fragility of the financial situation, insufficient credit expansion, the size of the
public debt, an increase in unemployment or an inadequate increase in productivity,
but also some promising indicators such as a rise in the growth of the GDP,
production and demand.
In the light of this climate of general uncertainty, it is becoming more and more
difficult to come up with forecasts which are in any case point towards a further
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reduction in prices, in the measure of –1/-2% in 2010, only to then return to a
somewhat more positive terrain in 2011, with transactions that might recommence
significantly during the next year, only in the light of an increase in mortgage
disbursements to families by the credit world.
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2. Milan – Second Half 2009 and forecast
for First Half 2010
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2.1 The residential properties market2
Table 2.1
Trend of the residential properties market in Milan, Second Half 2009
Sales Market

Rental Market

Demand

!

Demand

!/#

Supply

!

Supply

!/#

Number of contracts
Average price

(1)

(€/per square metre)

Average six monthly variation (%)

!/"
3,542
-1.6

!/#

Number of contracts

Average

price

(2)

(€/per

metre

squared/year)

Average six monthly variation
(2)

(2)

(%)

161
-3.7

Average annual variation (%)

-5.2

Average annual variation

Average sale times (months)

5.5

Average rental times (months)

3.2

Average discount on asking price (%)

11.1

Average gross return on rentals (%)

4.6

(1)
(2)

(%)

-6.6

Weighed average of unoccupied homes.
Second-hand homes.

Source: Nomisma.

During the course of the second semester of 2009, the residential property market in
Milan has shown signs of improvement with respect to the much more critical phase
observed during the initial months of the year. The new phase of stabilisation is
characterised in particular by a purchase demand which, after having recorded a
significant downturn, has been partially strengthened and with a demand for rental
properties which has actually seen a slight increase. As regards the supply, there is
evidence of a partial re-absorption of the properties present on the market. Despite
this, the number of sale contracts remains somewhat paralysed and is showing a
more modest recovery with respect to that relative to the rental market. The average
sale times are around 5.5 months, decreasing slightly with respect to the first
semester, while approximately three months are sufficient to rent a property, with
respect to the 4 months observed in the past survey. Such dynamics seem to
subtend a better trend in the rental market, which appears to be absorbing a portion
of the residential property demand of those who cannot afford to buy. The average
difference between the asking price and the actual price, which is equal to 11.1%,
has remained substantially unvaried but in any case is confirmed to be among the
highest registered from 2000 to date.
2

See “Observatory on the real estate market”, Nomisma, no. III/2009.
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The sales prices have come down by 1.6% during the second semester, compared to
a drop of –3.7% during the initial months of 2009 (over the year the drop is 5.2%).
As far as rental costs are concerned on the other hand, the situation is the opposite:
the average six-monthly variation has been –3.7%, which constitutes a worsening of
the situation with respect to the –2.9% of the first semester.
On an annual basis in any case, rental costs have come down by 6.6%, a more
decisive drop therefore than that encountered as regards sale prices.
The difference in the trend of rental costs and prices has led to a decline in the
average return which is 4.6%.
For the next semester we can foresee an upturn in negotiations for both sectors,
which will however be bound by a further downward correction in the sales values
and an increased stability in rental costs.

2.2 The exclusive residential properties market
The exclusive residential properties market consists of the following:
-

Residential properties whose sale value per square metre is in excess of 7,000
Euros or whose overall value is in excess of 1,000,000 Euros;

-

Residential properties whose rent is in excess of 250 Euros per square meter
per year or whose annual rental cost is in excess of 40,000 Euros,

-

Residential properties located in the following areas:
Quadrilatero
Historical centre
Brera-Garibaldi
Magenta
Venezia – Manin - Giardini - Duse
Residual area (a virtual area consisting of all the residential properties
that comply with the parameters indicated above, but that are not
located in the aforementioned areas).

2.2a Sales
Supply and demand – During the second semester of 2009, the demand for
prestigious residential properties experienced a strong recovery which was spread
out among all the areas observed, therefore confirming the trend that had already
commenced in June. It was a very significant increase in terms of quantity both as
regards the number of telephone calls per advertisement and above all the number of
viewing appointments made per call. This is a very clear sign of a renewed interest in
residential properties that are part of the higher market segment, after a lull in the
market that may mainly be attributed to negative expectations regarding the economy
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in general. It would appear therefore that the demand has remained concealed,
pending fuller comprehension of the extent of the serious economic-financial events
that shook the world economy, but that, beginning from June 2009, the demand has
once again entered the market. Unfortunately this strong and generalised increase in
interest, corresponds to an insufficient supply from the point of view of quantity, but
above all quality. The growth in the supply between one semester and another
derives mainly from a failure to absorb the majority of the residences put up for sale
during the previous semester, residences having property and/or financial
characteristics that are such that they are not so appreciated by the market.
Therefore the number of negotiations in the semester is growing, but in a much
lesser proportion with respect to the increase in demand. We may say that, on
average, the situation has simply stabilized with respect to the decrease observed
over the previous months. Perhaps one of the clearest signs of this situation is the
excellent acceptance by the market of the large-scale development projects of Porta
Nuova and City Life, the sale of which is proving successful, despite the fact that the
plans are, in the best possible hypothesis, in the start-up phase of the building sites.
Table 2.2
The sales market for prestigious residential properties in Milan,
Second Half 2009
Prices

Sales times
(months)

Difference
between
asking
price/actual sale
price
(in %)

Demand

Supply

Number
of sales

Quadrilatero

!/#

!

!

!

7.1

2.2

Historical centre

!/#

#

!

!/"

8.9

4.9

Brera-Garibaldi

#

!/#

!

!

7.7

5.2

Magenta

#

!/#

!/#

!

10.0

4.5

Venezia-Duse

#

!

!/#

!

11.1

2.4

Residual area

#

!/#

!/#

!

9.0

4.1

Average

#

!/#

!/#

!

9.4

4.0

Urban area

Source: Tirelli & Partners.
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Sales times – The average sales times
are increasing for the third consecutive
semester and they are about one month
and a half longer, reaching 9.4 months on
average. The highest increase recorded
between two consecutive semesters (+1.6
months) is leading the market to average
sales times that are longer than ever
before. The situation is sufficiently similar
between the various areas, the sole
exception being the Quadrilatero area, the
sales times of which are lessening from 8.4
to 7.1 months. This is however a
particularly sought-after area but it is
characterised by a very limited supply. The
level of sales times reached in the
semester in question is a strong indicator
of the “sluggish” quality-quantity status of the supply and the selective nature of the
demand which is no longer willing to purchase just any real estate product.

Figure 2.1
Average of 13 large urban areas – Homes –
(*)
Forecasts on prices and number of sales

From a comparison between the average sales times of prestigious Milanese
residences with homes overall, we can observe that, in general, more time is needed
to sell an exclusive residence but, in particular, over the past few years, the gap
between the two types of
Figure 2.2
Difference
between
asking
price
/
actual
sale
price
residences
has
widened
(in %)
significantly.
Discounts – The gap between
the asking price and the actual
sale price dropped in size once
again, after an initial growth
during the during the first
semester of 2008, reaching 4.0%.
From the comparison between
the discounts applied to the sale
prices of prestigious residences
and residences overall, we can
observe how the former are far
more inferior to the latter. We can
confirm
therefore
that
the Source: Nomisma Processing on Tirelli & Partners data.
discount
level
as
regards
exclusive residences sector is “physiologically” quite contained, although we are in
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the presence of very extensive sales times. We can therefore conclude by saying
that the prestigious residential properties market in Milan is much more rigid with
respect to the residential market overall. This consideration is influenced on the one
hand, by the limited structural nature of the supply in areas close to the centre, and
on the other hand, by the dynamics of the real estate market which sees the majority
of sellers being sellers and buyers at the same time.
Prices – The static phase in the sales values which started during semester II of
2008 is also confirmed during semester II of 2009. For the first time, the average sixmonthly variation is negative, although the percentage of decline is extremely small (0.3%). For the purposes of comparison with the aforementioned data, the residual
zone has been excluded from the calculation as it is not a “geographical” area and for
this reason it is quite heterogeneous. The lessening is the result of a slight decrease
in the average minimum prices (-1%) and a very slight increase in the average
maximum prices (+0.3%).
The Quadrilatero is confirmed once again as the most prestigious and expensive
area with an average price of 15,541 €/square metre. This is followed by the
Venezia-Duse areas with approximately 12,000 €/square metre and Magenta with
10,200 €/square metre.
Table 2.3
Prices of prestigious residential properties in Milan, Second Half 2009
Urban area

Average
Average
Average
minimum
maximum
Average
Top prices
price (€/per
Maximum price
price (€/per price (€/per
price
(€/square
(2)
square
overall (€)
(1)
square
square
overall (€)
metre)
metre)
metre)
metre)

13,340

17,742

15,541

3,370,000

20,000

12,000,000

Historical centre

7,320

10,320

8,820

1,480,000

10,667

2,500,000

Brera-Garibaldi

7,344

10,200

8,772

1,630,000

11,250

2,900,000

Magenta

8,500

12,000

10,250

2,380,000

15,714

12,000,000

Venezia-Duse

10,465

13,355

11,910

2,870,000

14,000

6,300,000

Residual area

5,750

8,620

7,185

1,386,000

9,636

2,500,000

Average

8,786

12,040

10,413

2,186,000

13,545

6,366,667

-1.0

0.3

-0.3

-

-

-

Quadrilatero

Six monthly variation (in
%)(3
(1)

Average overall value of the prestigious residential units considered to be part of the “average”
sector; this value is calculated on the basis of the transactions actually closed and the asking price for
properties on the market.
(2)
Overall price of the prestigious residential properties considered to be part of the “top” segment of
the market (asking price as requested by the owners of the properties on the market; it does not
necessarily refer to transactions that have been closed).
(3)

Six-monthly variation calculated not including the residual area.

Source: Drafted by Nomisma on the basis of data provided by Tirelli & Partners.
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The most interesting data from the point of view of the prices, appears to be that
relating to the average overall price for a prestigious residential property in Milan
which is down by 12% with respect to the first semester, going from 2.477 to 2.186
million euros. This is a clear indication of the fact that, when faced with sales times
that are on the increase, the supply’s answer to the issue is to withdraw the more
expensive properties from the market, pending better times, possibly putting such
properties up for rent, with consequences that will be analysed in the specific section
dedicated to this matter.

Top Prices – During the semester, the trend of the average Top Prices remains
stable, going from 13,458 to 13,545 euros per square metre (+0.6%) confirming the
crossing of the threshold of 14,000 Euros per square metre, which was never
crossed before 2009. The considerations already made in the previous paragraph
regarding the withdrawal of the most prestigious offers from the market are also to be
considered valid here. Compared to average prices that have grown from 9,348 to
10,413 euros per square metre since the second semester of 2007 (+11.4%), the
average top price has gone from 16,317 to 13,545 euros per square metre (-17%), a
dynamic that is fully explainable given the change in the basket of properties for sale.
Among the various areas, that of the Quadrilatero holds the primate in the “top”
quotations with a maximum value of 20,000 €/square metre. The residential property
with the highest overall value that was sold during the course of the second semester
of 2009 was sold in the Magenta area for 5.25 million Euros.
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Table 2.4
Characteristics of residential properties with the highest overall value that are
the object of sale during the Second Half 2009 in Milan
Zone

Price
overall (€)

Overall
surface
area
(square
metres)

Price
per
square
metre(€)

Condition

Type of residence

Characteristics and
accessories

Magenta

5,250,000

408

12,836

Restored

Apartment

Historical building, high
floor

Quadrilatero

5,200,000

305

17,049

Restored

Apartment

Terrace with panoramic
view

Venezia-Duse

4,700,000

292

16,096

Restored

Apartment

Historical building

Source: Tirelli & Partners.

Reasons for purchase – During the second semester of 2009 the reasons that urge
purchasing parties to actually buy a prestigious residential property in Milan changed
profoundly. During the first part of the year, only a small percentage, which is
however growing, saw the purchase of a luxury residential property as an investment,
during the second part of 2009, this percentage doubled (going from 8% to 16%) to
the detriment of those who were operating on the market with the aim of replacing
their own main place of residence (from 38% to 19%). Moreover, such dynamics also
caused the quota of those purchasing a prestigious property as a first home to
increase, going from 54% to 65%. This change should not be surprising as the
purchase procedure for those who are making an investment or purchasing a first
home is much simpler than that of those who wish to replace their current home with
another. Only in the second case in fact are people purchasers and sellers at the
same time, a position which brings a significant amount of complication to the
transaction.
A further explanation of this type of movement between reasons for purchase can be
traced back to the inflow of returning capital deriving from the so-called “tax shield”.

Type in demand – The main characteristics of a prestigious residential property are,
first and foremost, dimensions of 200 square metres with at least 3 bedrooms.
Moreover, new or restored homes are mainly in demand with a garage or parking
space. Further significant characteristics are the presence of a panoramic terrace
and brightness. Moreover, it is important for the property to be on a high floor, and
better if it is within a historical context.
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Foreign investors – The quota of foreign investors has remained unchanged since
the first semester of 2009 and it is equal to 2%. The demand from Russia that
animated all of 2008 and the beginning of 2009 seems to have died out, leaving the
field open to European foreign investors. A renewed interest (especially beginning
from October/November) by Italians resident abroad is also worth noticing. The
average dimensions of the residential property have also been reduced, going from
200 to 180 square metres. On the other hand, the characteristics remain unaltered
and consist of a residential property on a high floor and preferably in a historical
building or at the most a modern prestigious building and lastly, with a parking space
or annexed garage. The most sought-after areas remain the Quadrilatero and
Magenta; and also the historical centre.

2.2.b Rentals
Demand, supply, contracts – Following a first semester in which the demand for
prestigious residential rental properties appeared to be growing partially, the second
semester showed a significant shrinkage in the demand within this sector. This is
undoubtedly a phenomenon that is related to the significant increase in demand
encountered in the purchases segment. Only in the Quadrilatero area does there
appear to be a hold with respect to the previous semester. As far as the supply is
concerned, it remains substantially unvaried in all the most prestigious areas, while it
is on the increase in the historical centre and in the residual area, or in the less
prestigious areas of the sample. It is however worth noticing that the supply of the
semester is mainly a supply that was not absorbed by the previous semesters. In
certain cases it is a supply originating from the purchasing market which, not finding
any demand, has been diverted onto the rental market. The result of this
supply/demand dynamic is a “stiff” market with a number of contracts that is incurring
a standardised reduction in all areas. This reduction is also influenced by the level of
the rental amounts, considered by the demand to be too high.
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Table 2.5
The rental market for prestigious residential properties in Milan,
Second Half 2009
Urban area

Quadrilatero
Historical centre
Brera-Garibaldi

!/"

Demand

Supply

Number
of rentals

Rental
amounts

Rental times
(months)

!

!

!/"

!

11.2

!/"

#

!/"

!

9.3

!

!/"

!/"

10.5

Magenta

!/"

!

!/"

!

7.1

Venezia-Duse

!/"

!

!/"

!

7.4

Residual area

"

#

!/"

!

9.1

!/"

!/#

!/"

!

9.5

Average

Source: Tirelli & Partners.

Rental times – In the real estate
Figure 2.3
index relative to the second
Average rental times
(months)
semester, we can observe a
significant presence of the supply
from the previous semester for
the first time. As such, the second
semester shows the highest
increase in rental times ever
recorded. We have gone from an
average of six months in
semester I to 9.5 months in
semester II. No area is excluded
from this increase even if some
record greater increases.
In
actual fact the areas of VeneziaDuse, Magenta and Quadrilatero
show lesser variations with respect to the average, while in the historical centre, the
Processing on Tirelli & Partners Data.
residual area and above all, in theSource:
area Nomisma
of Brera-Garibaldi,
the corrections were
greater.
In the graph relative to the average rental times, it is evident how some of the latter
have undertaken a dichotomous trend according to whether they are considered
prestigious residences or residences overall, following a renewed approach which
intervened during 2008.
Rental amounts – the rents are substantially unchanged (282 euros per square
metre per year from 283) with respect to the previous semester, during which they
had recorded a significant drop (-4.1%). Looking at the number of transactions and
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the abnormal increase in the rental times, the bearish dynamic – although it did start
during the last semester of 2008 – does not seem to be considered over by the
demand.
Among the areas looked at, Brera-Garibaldi is the one that seems to be suffering the
most, with a lessening in the average rental amounts from 305 to 288 euros per
square metre per year.
Table 2.6
Rental amounts for prestigious residential properties in Milan, Second Half
2009
(€/metre squared/year)
Minimum average
rent

Maximum average
rent

Average rent

Top
rents

Quadrilatero

325

445

385

455

Historical centre

190

252

221

336

Brera-Garibaldi

264

312

288

333

Magenta

230

346

288

361

Venezia-Duse

274

340

307

375

Residual area

180

230

205

286

Average

244

320

282

358

Urban area

Source: Drafted by Nomisma on the basis of data provided by Tirelli & Partners.

Top rents – The top rents confirm the bearish trend that started during the previous
semester, when the barrier of 400 euros per square metre per year was broken for
the first time, with a drop of 17.1%. In the semester in question, the average annual
rents of the high range segment dropped further, going from 374 to 358 euros /
square metre. The Quadrilatero is the area that is most under pressure, with a drop
from 550 to 455 euros/square metre per year, below 500 euros for the first time.
Despite this, the market is struggling very much to absorb the current supply.
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Table 2.7
Characteristics of available residential properties with the highest overall rent
available for rent during Second Half 2009 in Milan
Zone

Rent
overall
(€/year)

Overall
surface
area
(square
metres)

Rent
(€/per
square
metre/yea
r)

Condition

Type of
residence

Characteristics and
accessories

Venezia-Duse

115,000

400

288

Excellent

Apartment

Terrace, high floor

Quadrilatero

110,000

380

289

Excellent

Apartment

Panoramic Terrace

Venezia-Duse

105,000

400

263

Excellent

Apartment

High floor

Source: Tirelli & Partners.

Type in demand – The main characteristics in demand for a prestigious residential
property have remained unvaried with respect to the previous semester and they are:
average dimensions of approximately 150-200 square metres with at least 3
bedrooms. The property should preferably be new or have been recently restored,
with a parking space. Other characteristics in demand are a fitted kitchen and fitted
wardrobes, a position on a high floor and in a quiet context.
Foreign tenants – During the second semester of 2009 the number of foreign
tenants dropped further and is now at 2.5%. As we have already observed for foreign
buyers, the demand is currently mostly from EU citizens and the demand from
Russian citizens seems to be definitively exhausted. The most sought-after
residences must have an excellent position and be well located with respect to public
transport and public and private services (schools, shops, etc…). Excellent condition
and the presence of a fitted kitchen are further essential features for lessors.
Furthermore, the presence of wardrobes and furniture are also appreciated as well as
the possibility of parking. The most sought-after areas are, in order: the historical
centre, Magenta and Brera.
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2.2.c Returns
Table 2.8
Average potential rental return,
semester II 2009
Urban area

%

Quadrilatero

2.5

Historical Centre

2.5

Brera-Garibaldi

3.3

Magenta

2.8

Venezia-Duse

2.6

Residual Area

2.9

Average

2.7

During the second semester of 2009 the
average returns from rental properties
increased
slightly,
reaching
2.7%.
Nevertheless, such an increase only has to
do with certain areas: in primis the BreraGaribaldi area (from 3.0% to 3.3%), followed
by Magenta (from 2.6% to 2.8%) and lastly,
the historical centre (from 2.3% to 2.5%). In
the remaining areas, that is, Quadrilatero,
Venezia-Duse and the residual area, the
returns have remained unvaried.

In
the graphical
representation 0.1
outlined below, it is clear how there has been a
Average
six-monthly variation
constant fluctuation in the average returns on prestigious residential properties with
Source: Nomisma processing of data
respect
overall.
provided to
by residences
Tirelli & Partners.
This evolution is due to the fact that the rental amounts have constantly performed
worse than those observed for the sales values.
Figure 2.4
Average potential return from rental property, 2005-2009
(percentage values)

Source: Drafted by Nomisma on the basis of data provided by Tirelli & Partners.
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2.2d Forecasts
Table 2.9

For the first part of 2010, as regards the
sales sector, we can expect a rise in the
number of contracts stipulated as well
as a substantial hold in terms of values.
The forecast is influenced mostly by the
assignment of capital, that has come
back into the country thanks to the so-called “tax shield”, to this sector. If we consider
the rental market on the other hand, the forecasts tend to be negative in the light of:
•
a supply that is lacking the characteristics required (restored apartments with a
fitted kitchen and fitted wardrobes);
•
the upturn in the sales segment indicated above;
•
rental amounts that are often still too high with respect to the quality of the
product and the interest rates of real estate loans.
The Isola-Garibaldi and Fiera areas still remain quite appealing thanks to the start of
the works on the major building sites of Porta Nuova and City Life, as well as lesser
projects that will certainly follow in the footsteps of the former ones. During the
semester, Tirelli & Partners intends to start the sale of the MP01 project in the
Quadrilatero area and the V33 project in the Garibaldi-Isola area.

