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The Prestige Residences Report (hereafter PRR) resulted from an idea by Tirelli 
& Partners, a company specializing in estate brokerage and consultancy in the 
most prestigious segment of the market. Since its first publication in 2003, all 
analysis of information has been handled by Nomisma, a study, research and 
consultancy company with over twenty years experience in the field of real 
estate and urban transformation.   

The PRR was initially conceived as in-house to Tirelli & Partners. Since 2008, 
data relating to Rome have been provided with the assistance of Nuova Attici. 
Beginning with this edition, the PRR further broadens its data base with the 
contribution of Santandrea Luxury Houses, a Gabetti Property Solutions Group 
brand, specializing in exclusive properties. This agreement launches a luxury 
segment information and data-sharing project which aims to provide clients and 
sector professionals with  even more exhaustive information.  

Considering that the most exclusive segment of the homes market has very 
different characteristics and trends to those of the residential property market in 
general, the purpose of the PRR is to provide six-monthly information on trends, 
values and quantities derived from the day to day experience of Tirelli & 
Partners and the companies associated with the PRR, all of which are 
specialized in the prestige residences niche. 

Over the six-month period under economic analysis, qualitative and quantitative 
information on the market, based on transactions carried out and other internal 
sources is gathered. All information is statistically processed and organized by 
Nomisma, which also provides an analytical interpretation of the phenomena 
observed by contextualizing them within general market trends measured by its 
systematic periodic surveys. The six-monthly report then summarizes the data 
and underlying trends. 
 
To identify the ambit of observation, a number of criteria (different for each city) 
were established to define what the PRR considers a “prestige residence”: 

1.Price per square meter or total price above a given threshold; 
2. annual rent per square meter, or total annual rent above a given 
threshold; 
3. location. The denomination Residual Area has been included among the 
different urban areas classified as prestige to indicate those market 
situations that, while not being situated in the areas identified, still 
possess value requirements 1 or 2. 
 
The areas subjected to monitoring are the following: 
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Milan 
1. Quadrilatero 
2. Historic Centre 
3. Brera – Garibaldi 
4. Magenta 
5. Venezia – Duse - Giardini - Manin 
6. Residual Area 
 

Rome 
1. Historic Centre 
2. Pinciano Veneto 
3. Parioli – Salario – Trieste 
4. Prati 
5. Camilluccia  
 
 

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 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 to the second with “average”. From a statistical point of view, the weight of 
the second segment is much more significant than the first. 
 

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 segment as a whole. 
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1. The residential market in the major cities 
Second Half 2012 
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The Italian property market continues to be in crisis. Expectations for a timid 
recovery for the end of this year were well and truly shattered by the final 
figures.  

When it was thought that the threshold of resistance had been reached, after 
four years of continual regression, the sector was struck by a new collapse of 
unforeseeable severity. The almost  600 thousand residential property sales 
and approximately 4.2 billion of corporate investment of 2011 represent heights 
in no way comparable with the levels of the Italian property market today.  

No less significant is the gap between the present level of corporate investment 
and the potential target, above all in relation to the signs of stabilization of the 
public finance situation and new-found international credibility, evidenced by  
erosion of the  instant indicator of reliability compared with other countries that 
is the spread. Indeed, in a situation of restored emotional normality, it is 
unthinkable that Italy is the recipient of a miserly 1.6% of the property 
investments made in Europe.  

To understand the reasons for this impasse, it is necessary to ponder the role 
that some factors, particularly the dynamics of credit, have had in favouring an 
expansive cycle of unusual intensity and duration, as well as  the effects arising 
from changes in the conditions of the macroeconomic picture. 

Ten years on, it can be affirmed that at the basis of the industry’s last boom, 
were above all the stabilization of the financial situation connected with the 
adoption of the single currency and the gradual homologation with European 
levels of financing until then unknown in the domestic market.  

The “addiction to credit” progressively developed by the property market during 
the ascending phase of the cycle, is key to understanding the importance 
assumed by  the  current  deleveraging  even in countries such as ours, where 
the industry’s exposure towards the banking sector is decidedly contained.  The 
excess of support, even if temporarily concentrated, has turned out to be a trap 
from which Italian banks are now trying anxiously to escape, in an environment 
where the massive diffusion of property and the  inconsistent interest in the 
industry on the part of public sector investors significantly limit possibilities for 
action. 

It is now understood that the current critical phase in the home mortgage market 
is reflected by: 
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a) a marked restriction of funds destined by the banks to meet the demand for 
mortgages. It is probable that this phase will continue until complete 
stabilization of government bonds quotations,  which reflect on evaluation of 
the banking system and, as a trickledown effect, on the banks’ (prudential) 
market strategies. The horizon is that which lies beyond the political 
elections and the formation of a government which gives proof of its ability to 
tackle the structural problems of state finances; 

b) greater selectivity by the banks, only partly reflected by the increase in 
mortgage interest rates (which have reached the highest ever gap between 
interest rates on new transactions and average rates on those already 
existing). Restrictions, in fact, are simply and directly on quantity.  This factor 
has led to the forecast model being upgraded in terms of reliability as the 
weight of the “price” adjustment has been reduced compared to that of 
quantity. Through the use of the average interest rate,  on a quarterly basis, 
the price effect remains significant: an increase in interest rates applied 
reduces the flow of mortgages granted, whether because it indicates less  
willingness on the part of banks to extend credit, or because of the greater 
burden imposed on families; 

c) a significant drop in demand for mortgages on the part of families, partly 
because they are suffering from the recession, partly because of self-
censorship in anticipation of the bank’s probable refusal; 

d) the drop in the prices of homes does not seem to have equaled the even 
more marked reduction in family incomes, and they are reluctant to get into 
debt, not only because of the effects mentioned above, but because 
financing the purchase price of a property would often increase 
indebtedness in relation to disposable income.   

The marked curtailment in new mortgages, associated with the physiological 
downsizing of the portability and substitution component, has determined  
disbursements to plummet. 

According to our estimates, the share of funds destined for new mortgages in  
2012 could represent 93% of the total, whereas in 2011 it was an average of 
72%, and  before that, in 2010, 64%. If until 2009 the dynamism of substitution 
had partly compensated for the lack of banking support for the property 
industry, the result of the progressive erosion of this option over the past few 
years has been a general increase in the entity of the on-going general 
contraction, as can been seen from table 1.1. 
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Table 1.1 
Types of mortgages granted and their dynamics in the period  2008-2012 

 2008 2009 2010 2011 2012(*) 

 mln € quota mln € quota mln € quota mln € quota mln € quota 

Total disbursements 56,980 10.0% 51,047 100.0% 55,851 100.0% 49,248 100.0% 27,780 100.0% 

of which           

new mortgages 45,584 80.0% 35,733 70,6% 35.745 64,0% 34.831 71,9% 25.877 93,2% 

transfers and substitutions 11,396 20.0% 15,314 29.4% 20,106 36.0% 14,417 28.1% 1,902 6.8% 

 Average annual variation 

Total disbursements - -10.4% 9.4% -11.8% -43.6% 

of which:      

new mortgages - -21.6% 0.0% -2.6% -25.7% 

transfers and substitutions - 34.4% 31.3% -28.3% -86.8% 
(*) Nomisma forecasts and estimates 
Sources: Nomisma on Banca d’Italia, Mutuionline and Assofin data 

 

1.1 Property trends 
Transactions concluded in Italy in 2012 were at minimum levels for the past 15 
years. According to Nomisma’s forecasts, sales at the end of the year should 
amount in total to a little less than 514,142, of which 91% (equal to 456,644 
exchanges) of a residential nature. 

In the past year, the market has undergone a decline (-22%) of a greater 
intensity than that recorded in 2008, when signs of an inversion in the property 
sector  growth cycle were unequivocal. 

The smaller size of the market is even more striking if the exchanges in 2012 
are compared with those concluded in the year of the market’s  greatest 
expansion in the last decade: sales of homes have fallen to just under 403,000, 
signaling a decline of 46.3%. The drop in non-residential property transactions 
was just over 600,000 units, with a decline of 56% in terms of activity. 

The significant decrease in transactions which will be confirmed by the end of 
year balance is the outcome of a trend that in the second half of 2012 saw the 
intensification of the negative signs already apparent at the end of the first half.  

An increasingly weakened and attenuated demand for property contrasts with a 
growing supply, also fueled by new builds, planned in a completely different 
situation to the present one, which are now placed on a market with little credit, 
and generally very selective. 
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          Fig.1.1 
 

Italy –Number of residential annual sales 

 
 

Note: the 2012 figure is an estimate formulated by Nomisma. 

Source: Agenzia del Territorio 

 

The opposing trends in supply and demand became become further 
accentuated in the second half of 2012, particularly in the homes market, and 
for shops and warehouses in the non-residential sector. As far as offices were 
concerned, however, in the same period the increase in supply slowed down, 
also because of the deferment of some development initiatives planned in the 
major markets and the withdrawal of properties that had been on sale for an 
extended period. On the other hand, notwithstanding the authentic collapse 
recorded in recent years, demand for offices recorded a new downturn. 

In a situation of persistent weakness in demand on the one hand, and a 
prolonged increase in supply on the other, a new and more marked lengthening 
of closure times was observed during the half, which reached levels never-
before recorded in more than twenty years of monitoring the market. 

The effects of the trend on values have obviously been recessive, even if on a 
contained scale if compared with the contraction in levels of activity. 

 The six-monthly decline was confirmed at around 2% for sales, and a little less 
for the rental sector.  
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With the drop recorded for the year (equal on average to 4%), the decline 
reached 12/12.5% for the residential and office sector and 10% for shops 
compared with the peaks of the expansive phase.   

In view of the drastic tightening-up of credit, even these modest decreases 
make accessibility to the market increasingly difficult.  

Figura 1.2 

13 major cities – Variation trends in property values (in %) 

Source: Nomisma 

 

Forecasts formulated by economic operators for the first part of 2013 do not 
promote optimism. If on one hand a continuation in the erosion of both purchase 
and rental values is expected, on the other, there are no factors that give reason 
to believe that the phase of decline in transactions has finally ended, despite the 
fact that findings of the econometric model show slightly more reassuring 
prospects for the residential sector. 
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1.2 Results predicted by Nomisma econometric model  
 

Table 1.2 
13 major cities – Predicted average property prices at current values: 

comparison between values processed in November 2012 and those of 
July 2012 (% annual variations) 

 Homes  Offices  Shops 

 
July 
2012 

November 
2012 

 July 
2012 

November 
2012 

 July 
2012 

November 
2012 

2013 -2.4 -4.3  -2.9 -4.7  -2.8 -4.1 
2014 -1.7 -2.4  -1.6 -2.7  -1.9 -2.2 
2015 n.d. +0.7  n.d. +0.1  n.d. +0.2 

Source: Nomisma 

 

The predictions of a further reduction in  values over the next two years 
summarized in table 1.2  therefore form part of a process of slow 
rapprochement to a situation of balance that only a different attitude on the part 
of the banks would lead to believe is forthcoming. However, signals in this 
regard are not comforting, as testified by the marked decrease in mortgages 
recorded also in the second part of the year.     

The now evident structural change in strategies regarding allocation to the 
property sector compared with the past, makes it unlikely that the inevitable  
adjustment can come through greater support for purchasers.  

1.3 The corporate market 
During the second half of 2012, the Italian corporate market showed no signs of 
recovery. Investments in offices reached the modest sum of about 750 million 
euro, a figure less than half  the more than 1.5 billion recorded in 2011, and not 
even comparable with the levels reached up to 2007.  Contributing to the 
constant decrease in corporate investment was international investors’ 
continued diffidence towards Italy, not only because of the economic uncertainty 
and inadequate repricing, but since 2011, because of the tax increase arising 
from the introduction of the new property tax (IMU). The progressive departure 
of foreign investors has left room for national investors, who have been almost 
the only ones to enliven the market in recent years in a context of growing 
difficulty for the sector.  Beginning in 2010, however, there has also been a 
increasingly marked tendency to divest on the part of national companies and 
institutional investors.  
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Operations are mainly the prerogative of real estate funds, which at the end of 
2012, guaranteed about 40% of investments. The remaining share was more or 
less equally divided between private investors and big businesses. An 
increasingly rarified demand forced average prices down also in the second half 
of 2012. In particular, secondary and peripheral markets, where ion “prestige 
resit marked, showed the most contained reductions, even if the negative trend 
affected almost the entire urban area.  

Figure 1.3 
Corporate markets in Milan and Rome 

Source: BNP Paribas RE, CB Richard Ellis and Immobilium data processed by Nomisma 
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Similar dynamics characterized the rental sector, where there is increasing 
pressure from lessees to renegotiate existing leases at a lower rental. Only the 
prime segment of the market shows a substantial ability to hold the levels 
reached, even in a highly worsened situation. 

In conclusion, the greater decrease in prices compared with rents (both average 
and prime) is due to a rise in yields, which is more marked in peripheral areas. 
Previsions for 2013 indicate a further decrease in values and a volume of 
investments destined to stay at a low level. 
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2. Milan – Second Half 2012 and forecast for  
First Half 2013 
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2.1 The housing market1 
Table 2.1 

 
Housing market trends in Milan 

(2nd half 2012) 

Sales Market   Rental Market  
     

Demand !  Demand " 

Supply "/!  Supply # 

Number of contracts !  Number of contracts " 

Average price(1) (€/sq.m) 3,356  Average rent(2) (€/sq.m/year) 153 

Average half-yearly fluctuation (%) -1.9  Average half-yearly fluctuation(2) (%) -2.8 

Average annual fluctuationa (%) -3.9  Average annual fluctuatiom(2) (%) -3.5 

Average closing times (months) 7.0  Average rental closing times (months) 3.7 

Average discount on asking price (%) 12.0  Average gross rental yields (%) 4.6 

(1) Weighted average of unoccupied homes. 
(2) Used homes. 

Source: Nomisma. 
 

The imbalance between supply and demand in the Milan residential property 
market continued during the 2nd half of 2012.  While on one hand availability of 
properties for sale further increased, interest in purchase fell drastically on the 
other. Such dynamics resulted in a reduction in levels of activity compared with 
last year only slightly more contained than the collapse recorded in the first half 
(-19.5%). Prolongation of closing times also continues, having reached an 
average of 7 months for used homes and 7.8 months for new builds. This trend 
is the inevitable consequence of the further net reduction in demand recorded in 
the city. Most penalized were the peripheral areas, where times touched 8 
months. The situation in central areas was slightly better, where closing times 
were an average of 6.3 months. In a context of evident weakness, the decrease 
in prices also in the second half of the year was, all things considered, 
contained. The drop in nominal terms was slightly under 2% over six months, 
for both new and used homes, with no substantial differences between the 
various  areas of the city. Initial asking prices did not drop, confirming the 
substantial misalignment with the economic situation, as much as reserve 
prices, as witnessed by the increase in the discount on asking price, which went 
from 10.4 to 12%.  

                                                             
1  See “Real Estate Market Report”, Nomisma, no. III/2011. 
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Also in this case, the dynamics were consistent across the city, even if at higher 
levels for the peripheral areas (of the order of 15%) compared with central or 
prestige areas (between 10 and 11%). The increase in the gap between asking 
and actual price was even more marked for new builds (from 5.4 to 8.4%), 
confirming the continued unwillingness of the supply to revise initial asking 
prices. A slight increase in demand was recorded with regard to rentals, partly 
ascribable to difficulty in accessing  the purchase market. This determined a 
reduction in closing times, which returned to an average of less than 4 months.  
The reduction for new builds was more marked, with times going from 4 to 3 
months. Despite the slight increase in demand, there was no slowdown in the 
tendency to reduce rents, which actually intensified during the second half. The 
most marked decreases were in the semi-central and peripheral areas, even if 
the situation was pervasively recessive. (-2.8% over six months). The dynamics 
of prices and rentals described above caused a modest decrease in gross 
rental yields, confirmed at 4.6%, against the invariance (in similar levels) of the 
average figure for the 13 cities monitored. The dynamics of the past quadrennial 
show a fairly uniform deterioration in trend indicators (sales and rental closure 
times and discounts given). It is interesting to note the more or less general 
increase in discounts which accompanied the modest drop in prices recorded to 
now, confirmation of the supply’s reluctance to take the changed economic 
situation into account when setting the asking price.   

	

2.2 The prestige homes market  
The prestige homes market is defined as follows: 

- Homes whose sales value per square meter exceeds €7,000 or whose total 
value exceeds €1,000,000; 
- Homes with minimum area of 50 square meters, whose rental value exceeds  
€200 per square meter per year or whose total annual rental value exceeds 
€40,000; 
- Homes located in the following areas: 
o Quadrilatero 
o Historic centre 
o Brera-Garibaldi 
o Magenta 
o Venezia – Manin - Giardini - Duse 
o Residual area (virtual area made up of all residences that comply with the 
indicated parameters but that are not located in the above-mentioned areas). 
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2.2.a Sales 
Table 2.2 

The prestige homes sales market in Milan-  
2nd half 2012 

Urban area  Demand  Supply  
 Number of 

Sales  
  

 

     
Quadrilatero "/ ! ! "/ !  

Historic Centre  ! " !  

Brera-Garibaldi "/ # "/ # "/ !  

Magenta " "/ # "/ !  

Venezia-Duse "/ ! "/ ! !  

Residual area " "/ # "/ !  

Average " / ! " !  

Source: Tirelli & Partners - Santandrea 
 

Supply and demand –The Milan prestige residences market showed no signs 
of recovery during the second half of 2012. Demand appears strongly 
influenced by the dynamics of the macroeconomic-financial situation and by the 
wait and see attitude to property investment.  Signs of timid revival in interest on 
the part of purchasers emerged only in the last months of the year,  but in any 
event at prices lower than those presently set by owners. Supply, on the other 
hand, is still in quantitatively scant and qualitatively inadequate, given the often 
poor state of repair of the properties for sale. The few successful transactions 
were the result of an immediate need to purchase meeting a supply consistent 
with modern living standards as a result of renovation of the home if not the 
entire building.  The percentage of unsold properties remained at more or less 
the same level as the first half, despite the fact that the composition of 
transactions in the various areas of the city changed.  The most vibrant were 
some locations which had been less dynamic in the first part of the year.  

The most in-demand area in the second half of 2012 was Brera-Garibaldi, which 
contains homes of very different size, quality and price. There was little action in 
other areas, also because of a restricted offer that is often of poor quality. The 
Historic Centre in particular seems to be affected more than the others by the 
downturn. 
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Table 2.3 
Percentage of properties sold out of total properties on the market 

Urban area 2nd half 
2012 

1st half  
2012 

2nd half 
2011 

1st half  
2011 

2nd half 
2010 

1st half 
2010 

Quadrilatero 14.3% 8.3% 22.6% 10.0% 6.7% 25.0% 

Historic Centre 8.6% 5.0% 7.9% 20.2% 18.7% 13.4% 

Brera-Garibaldi 8.5% 10.0% 9.5% 30.8% 40.5% 35.0% 

Magenta 6.5% 7.2% 7.1% 28.4% 29.0% 38.0% 

Venezia-Duse 9.4% 11.1% 5.6% 7.1% 25.0% 20.0% 

Zona residuale 6.7% 6.5% 11.0% 26.5% 39.4% 19.8% 

Average 7.8% 7.0% 9.8% 23.4% 28.3% 24.9% 

Source: Tirelli & Partners - Santandrea 
 
Closing Times – The lack of demand has contributed to further prolonging 
average closing times. 16 months are now needed to conclude a sale, more 
than double the first figure available for the first half 2010. The critical state of 
the market also reflects on average stock times for unsold properties, which 
reached an average of 14 months.  

 

Table 2.4 
Average closing times and discounts for prestige residences in Milan 
 2nd half 

2012 
1st half 
2012 

2nd half 
2011 

1st half 
2011 

2nd half 
2010 

1st half 
2010 

Average closing time 
(months)  16.5 13.9 10.7 10.8 9.3 7.5 

Average stock time of 
unsold property 
(months) 

14.0 10.6 8.7 8.4 8.0 6.8 

Difference between 
asking/actual price (in %) 12.8 12.4 9.7 7.9 5.4 5.0 

Source: Tirelli & Partners - Santandrea 
 

Discounts – During the second half of 2012, the difference between asking 
price and actual price increased slightly to reach 12.8%. This figure is in not 
even comparable to the 5.0% of just two years ago.  This increase is mainly due 
to the reluctance of much of the supply to consider the possibility of lowering the 
asking price, in the hope of meeting a purchaser so enamoured of the property 
as to be prepared to pay the asking price for it. Discounts in this sense are 
almost always the result of a unilateral move by  purchasers seriously intending 
to buy making their reduced offer.    
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Prices – If average prices declined by 2.3% in the first half of the year, the 
decrease was less marked in the second half at 1.1% over the period. However, 
this figure is the result of the trend in average minimums, down by 2.0% and 
average maximums that, on the contrary, recorded fractional oscillations, not 
managing to go below the threshold of 10,000 euro/sq.m., despite the difficulty 
of the demand to meet this level. 

The record for the highest average prices is once more the prerogative of the 
Quadrilatero. The drop in the overall average price over the half appears very 
limited (from 1,667 to 1,645 euro  –1.3%). Despite this, the decrease over the 
year was 9% (2nd half 2011 1.8 million). A figure which on one hand reflects a 
limited but progressive reduction in prices, and on the other also a lowering of 
the quality of the properties for sale.  
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Table 2.5 
Asking prices(1) for prestige homes in Milan – 2nd half 2012 

Urban area 

Average 
price 

New(2) 
(€/sq.m) 

Average 
price 

Used(3) 
(€/sq.m) 

Average 
price(4) 

(€/sq.m) 

Average 
Minimum 

price(5) 
(€sq.mq) 

Average 
Maximum 

price(6) 
(€/sq.m) 

Top  
prices(7) 
(€/sq.m) 

Average total 
price(8) (€) 

Maximum 
total price(9) 

(€) 

Quadrilatero 15,138 14,003 14,439 11,554 17,660 19,000 2,653,036 7,400,000 

Historic Centre 9,476 8,386 8,695 7,510 9,963 16,000 1,568,356 7,512,400 

Brera-Garibaldi 9,726 8,224 8,800 7,293 10,166 13,600 1,323,351 5,000,000 

Magenta 9,352 8,796 8,951 7,436 10,370 14,783 1,700,968 7,500,000 

Venezia-Duse 13,389 10,715 11,285 8,620 14,066 19,600 2,994,091 15,000,000 

Residual Area 7,436 6,498 6,861 5,084 8,502 11,786 1,425,000 4,500,000 

Weighted Average 9,270 8,362 8,661 7,025 10,263 14,505 1,64,580 6,602,431 
Six-monthly variation 
(in %) -1.1% -1.2% -1.1% -2.0% -0,.% - -1.3% - 

Annual variation (in %) -4.7% -3.1% -3.4% -4.7% -2.0% - -9.0% - 

 (1) The values in the table are calculated based on the asking price both for  properties sold and for listed  
properties. 

(2) Average value of newly built or renovated prestige home units per square meter. 
(3) Average value of prestige home units in average state of repair or to be renovated per square meter. 
(4) Average value of prestige home units per square meter, obtained as weighted average of the New 
average price per square meter and the Used average price per square meter. 
(5) Average value of prestige home units per square meter that come with a price lower than the first 
quartile of real estate price distribution per sq.m. 
(6) Average value of prestige home units per square meter that are priced higher than the third quartile of 
real estate price distribution per sq.m. 
(7) Maximum value per square meter recorded during the period. 
(8) Mean total, calculated as weighted average of the New total average price and the Occupied total 
average price. 
(9) Total maximum value recorded during the period. 

Source: Tirelli & Partners and Santandrea data processed by Nomisma  
 

Top Prices – As far as top prices for the half are concerned, both price per 
sq.m. and total price values were stable. In the first case, half of the areas were 
unchanged, while of the remaining 3 values, one rose slightly and two fell 
slightly. In the second case, 4 areas were unvaried while the remaining 2 show 
increasing values. The half saw the end to the exit from the market of a series of 
high prestige properties which had generated a sharp decline in top prices 
between 2nd half 2011 and 1st half 2012 
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Table 2.6 
Features of homes with the highest total sale price in Milan 

 2nd half 2012 

Area Total price 
(€) Size (mq) Price per 

sq.m.(€) State of Repair Type of housing Features 

Quadrilatero 5,400,000 400 13,500 Average/to 
renovate Penthouse 5th floor with terrace, no 

garage 

Venezia-
Duse 4,500,000 315 14,286 Excellent Apartament 5th floor with terrace and 

garages 

Historic 
Centre 4,200,000 380 11,053 To renovate Apartament 3rd floor, no terrace, no garage 

Source: Tirelli & Partners and Santandrea. 

The Quadrilatero was the area where the highest sale price was paid during the 
second half of 2012; a penthouse of around 400 sq.m. sold for a total price of 
5.4 million euro. Next were the Venezia-Duse and Historic Centre areas, where 
two apartments were sold for 4.5 million and 4.2 million euro respectively. 
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Type of home requested – The industry’s difficulties are also reflected in the 
features most frequently requested by purchasers. In particular, the size 
requested has fallen to an average of between 150 and 200 sq.m. The number 

of bedrooms required is still 
3. However, this downsizing 
has not affected the top-most 
segment of clients, who are 
extremely demanding, to the 
point of rejecting homes on a 
mezzanine or first floor. An 
excellent state of repair is 
now an essential 
requirement, as is the 
availability of a garage or 
parking space. Other 
preferred features are a 
terrace with a view and 
period ambience. 

 

 

 

Reasons for purchase – During the second half of 2012 there was no 
substantial change in the percentage of clients looking for a first home, going 
from the 59% of the first half to the current 54.4%. In the same way, the 
percentages of buyers interested in replacing their current homes or investing in 
prestige homes has not changed, further confirmation of the stagnant state of 
the market.   

Foreign investors – The on-going problems affecting Milan’s residential 
market, whether as a whole or the prestige homes sector, continue to make 
investment unappealing to foreign purchasers.   During the second half of 2012, 
the percentage of this type of client actually dropped to below 2%, with 
provenance limited to European countries only. The most sought-after locations 
continue to be: Quadrilatero, Magenta and Brera. Required features have not 
changed compared with the first half of the year, with interest being in 
apartments of about 200 sq.m. located on higher floors and suitable for 
entertaining.  

 

Table 2.7 
Most frequently requested features (2nd half 

2012) 

Area: Brera-Garibaldi, Magenta 
Size: 150/200 sq.m 

Number of 
bedrooms: 3 

Amenities: 
 

   

 

   
      
      

 

   

 

   
      
      

 

   

 

   
      
      

Other: new or renovated home, period building, 
building with more than 3 floors, bright, 
quiet, terrace with good view, garage or 
parking space. In the current market, 
apartments on mezzanine or first floors are 
rejected out of hand. 

Source: Tirelli & Partners - Santandrea 
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2.2.b Rentals 

Table 2.8 
The prestige home rental market in Milan 

(2nd half 2012) 

Urban area Demand Supply Number rentals 
Quadrilatero " " " 

Historic Centre ! # ! 

Brera-Garibaldi "/ # "/ # " 

Magenta "/ # "/ # ! 

Venezia-Duse " " "/ ! 

Residual area " "/ ! " 

Average " " / # " / ! 

Source: Tirelli & Partners - Santandrea 
 
Supply, demand, contracts – Preceding reports have already described the 
migration of a part of the supply of prestige residences from the sales market to 
the rental market and also the increase in demand. These movements were 
caused by the unwillingness of owners of properties to review their asking or 
even just their reserve prices when faced with purchasers who often refuse to 
buy at prices they consider unrealistic nowadays. However, the rental segment 
struggles to transform this new increased supply and demand into new leases. 
There is still a deep divide between the state of repair of homes and the 
expectation of potential tenants. It was the rental market that adapted most 
quickly to an international standard of renovated, often furnished homes. The 
limited dynamism of the rental market, therefore, is due to owner’s scant interest 
in improving the quality of the supply rather than the effect of choices linked to 
fundamentals and the effective distance between supply and demand on the 
rental.  Data gathered during the half year confirms this analysis. In the second 
half of 2012, only 15.1% of properties on the market was leased, the lowest 
level recorded since 2010.  
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Table 2.9 
Percentage of rented properties out of total number of properties on the 

market (2nd semester 2012) 
Urban area 2nd half 

2012 
1st half 
 2012 

2nd half 
2011 

1st half 
 2011 

2nd half 
2010 

1st half 
2010 

Quadrilatero 8.7% 31.6% 40.7% 31.3% 33.3% 47.6% 

Historic Centre 11.1% 22.9% 24.4% 22.2% 36.7% 48.7% 

Brera-Garibaldi 19.4% 19.4% 13.8% 52.4% 60.0% 33.3% 

Magenta 22.2% 14.5% 29.3% 26.3% 11.8% 44.4% 

Venezia-Duse 11.1% 29.4% 29.4% 45.0% 25.0% 42.9% 

Residual area 13.2% 16.7% 33.3% 57.1% 7,.% 20.0% 

Average 15.1% 20.6% 27.8% 34.8% 32.8% 40.8% 

Source: Tirelli & Partners - Santandrea 

 

Rental closing times and price gaps – The increased demand described 
above, albeit limited to certain areas of the city, has not, however, prevented the 
prolongation of average rental closing times, which reached more than 11 
months. On the contrary, average stock times decreased slightly due to the 
withdrawal from the market of properties that had remained unleased for many 
semesters. Finally, despite the constant drop in rents in recent half years, the 
gap between asking and actual rent has doubled compared to the first part of 
the year.  

Tavola 2.10 
Rental times, stock times and difference between asking/actual rent in the 

Milan prestige homes market 

 2nd half 
2012 

1st half 
 2012 

2nd half 
2011 

1st half 
 2011 

2nd half 
2010 

1st half 
 2010 

Average rental closing 
time (months) 11.1 7.5 7.1 7.2 7.3 6.5 
Average stock times of 
unrented property 
(months) 

10.2 1.6 7.1 7.0 6.8 4.6 

Difference between 
asked actual rent (in %) 13.5 6.3 8.2 7.3 6.4 7.8 

Source: Tirelli & Partners – Santandrea 

 
Rents – The slight improvement in the rental market trend is reflected in the 
trend in rents, which in the second half of the year recorded a far more modest 
drop (-0.6%) than that recorded in the first half (-3.8%).  
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Minimum rents in particular stayed at the same level as in the previous six 
months, while maximum values showed some residual signs of falling. 

Table 2.11 
Rents asked(1) for prestige homes in Milan 

(2nd half 2012; €/sq.m/annum) 

Urban area Average minimum 
rent(2) 

Average maximum  
rent(3) Average rent(4) Top  

rents(5) 
     

Quadrilatero 274 404 344 459 

Historic Centre 217 313 263 375 

Brera-Garibaldi 229 322 274 515 

Magenta 221 319 269 515 

Venezia-Duse 250 362 293 471 

Residual area 192 266 232 433 

Weighted average 228 328 277 458 

Six-monthly variation (in %) 0.0% -1.2% -0.6% - 
Annual variation (in %) -2.0% -4.6% -4.5% - 
(1) The table values are calculated on the basis of the rent requested both for  rented property and for listed 
property. 
(2) Average rent of prestige residential units that have a rent lower than the first quartile of property rent 
distribution. 
(3) Average rent of prestige residential units that have a rent higher than the third quartile of real estate 
price per sq.m.distribution 
4) Prestige residential unit average rent. 
(5) Highest rent recorded in the period. 

Source: Tirelli & Partners and Santandrea data processed by Nomisma  
 

Top rents – While average rents remained substantially unchanged, top rents 
recovered slightly, and after a drop in the first half of 2012 have started to rise, 
going on average from 432€/sq.m. to 458€/sq.m.  

Table 2.12 
Features of rental homes with highest total rent in Milan in the second 

half of 2012  

Area Total rent  
(€/year) 

Size 
(sq.m) 

Rent 
(€/sq.m./year) State of Repair Type of home Features and amenities 

Magenta 72,000 240 300 Renovated and 
furnished Apartament Fourth and last floor with 

balconies 

Venezia-Duse 64,000 270 237 Renovated and 
furnished Apartament Fourth floor with terrace and 

parking space 

Quadrilatero 63,000 180 350 New and 
furnished Apartament Third floor 

Source: Tirelli & Partners – Santandrea 
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The highest rent in the second half of 2012 was for a property in the Magenta 
area. The approx. 240 sq.m. apartment was rented at 72,000€/year.  Next 
came lease agreements in the Venezia-Duse and Quadrilatero areas for 
64,000€/year and 63,000€/year respectively.  
 
Type requested – There were no particular changes in the features most 

requested by clients 
compared with the last 
survey. 

The average size requested 
remains between 120 and 
150 sq.m. for homes with at 
least 2 bedrooms. The most 
sought-after areas are   
Quadrilatero, Brera-Garibaldi 
and Magenta. . Additional 
features that clients insist on 
are: excellent state of repair, 
a fitted kitchen and position 
on upper floors.  

 

 

 

Foreign renters – 2012 ended with an increasingly rarified foreign demand, 
which barely reached a 2% share. Provenance is generally European, and to a 
small extent, the Middle East. The most sought-after areas are once more 
Quadrilatero and Brera. Features requested are no different to those for homes 
in general, with particular emphasis on a perfect state of repair, period 
ambience and terraces.  
 
2.2.c Yields 
The partial hold in rents compared with the new decrease in prices has 
contributed to a slight rise in average gross yields on prestige residence rents  

 

Table 2.13 
Most frequently requested features (2° half 

2012) 

Area: Quadrilatero, Brera-Garibaldi, Magenta 
Size: 120/150 sq.m 

Number of 
bedrooms: 2 

Amenities: 
 

   

 

   
      
      

 

   

 

   
      
      

 

   

 

   
      
      

Other: new or renovated home, ready to move into, 
furnished or semi-furnished to high standard 
(kitchen and bathrooms), upper floor, terrace 
with view, garage   

Source: Tirelli & Partners - Santandrea 
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in Milan. The downward trend that had characterized average yields since 2010 
seems to have been arrested during the second half. Despite the slight rise in 
average values, it should nevertheless be pointed out that the dynamic is not 
yet uniform, as can be seen from data relating to the Historic Centre and 
Venezia-Duse.   

 

 

 

2.2.d Forecasts 
 

Table 2.15 
Sales market forecasts 

(1st half 2013) 
Urban area Demand Supply Number of sales Sales prices 
Quadrilatero " " " " 

Historic Centre ! # ! ! 

Brera-Garibaldi # " " ! 

Magenta # " " ! 

Venezia-Duse " " ! ! 

Residual area # #  ! 

Average " / # " / # " / ! ! 

Source: Tirelli & Partners - Santandrea 

 

Table 2.14 
Potential average yield from rents in the last six halves       

( % values) 

Urban area 2nd half 
 2012 

1st half  
2012 

2nd half 
2011 

1st half 
 2011 

2nd half 
2010 

1st half 
 2010 

Quadrilatero 2.38 2.33 2.46 2.40 2.29 2.00 

Historic Centre 3.01 3.09 3.09 3.11 3.18 3.39 

Brera-Garibaldi 3.11 3.08 3.09 3.42 3.36 3.43 

Magenta 3.00 2.91 2.82 2.93 2.90 3.02 

Venezia-Duse 2.60 2.61 2.55 2.24 2.12 2.33 
Residual area 
 3.39 3.31 3.38 3.55 3.70 3.52 

Average 3.19 3.18 3.23 3.28 3.26 3.27 

Source: Tirelli & Partners – Santandrea data processed by Nomisma 
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The stalled market, testified to by the constantly growing gap between asking 
and actual prices, could reach a turning point during 2013. However, relaunch of 
the market presupposes a far more vibrant demand than that at present, which 
only marked repricing could realistically bring about. In the absence of changes 
in the scenario, we will continue to see transactions concluded by those who are 
willing to cede double figure reductions in price to  neutralize purchasers’ fears 
of risks and uncertainties connected with the country’s political and economic 
situation. The most active areas could be i) Brera-Garibaldi, as a result of new 
high-end property developments which should spark interest also among 
investors; ii) Magenta, where values are now close to expectations of potential 
purchasers; iii) the Residual Area, where the quality of the supply seems to 
have improved. As far as the Historic Centre is concerned, however, 
expectations are for stagnation in the light of the poor quality of the supply  and 
the scant livability of the area.  

As far as the rental market is 
concerned, a slight recovery in 
demand is expected in the first half 
of 2013 with substantially stable 
rents. If the areas where the 
supply is limited and of poor 
quality are excluded, the 
substitution effect deriving from the sales market could increase the number of 
lease agreements concluded. However, an effective relaunch of the market 
would require serious rethinking on the part of owners with regard to the state of 
repair of their properties. In view of the potential of a market that seems to have 
reached the conditions for a relaunch, the quality and efficiency of buildings are 
essential factors to boosting a trajectory of growth. 

 

Table 2.16 
Market forecasts for the rental market  

(I1st half 2013) 

Demand Supply Number of 
rentals Rents 

" / # " / # " " / ! 

Source: Tirelli & Partners . Santandrea 
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2.3 Methodology note 
Starting from the Report for the first half 
of 2011,  some changes were 
introduced to the methodology used to 
calculate quantities with regard to the 
Milan market.  In  particular, the effort 
made to gather information on the state 
of repair of the properties has made it 
possible to provide the measure of 
average property prices, distinguishing 
the new/renovated from the used. A 
weighting system has been defined to 
ensure that a general average price 
could be established from the two “pure” quantities (used and new/renovated).  
Furthermore, to improve the significance of the average values calculated, we 
also decided to include differentiation by area of origin in the weighting system, 
weighing the values of each area for the actual market share of the city total  
they represent.  

To limit the variability of the sample and so allow comparisons over time 
between homogeneous quantities, it was decided to use a multi-period 
weighting system that considers the number of properties listed in the last four 
surveys of the Observatory. Table 2.17 summarizes the weighting coefficients 
used in this document. 

This method has been applied to calculate the average value of prices (both per 
square metre and total), closing times and discount expressed as the difference 
between asking price and actual selling price.   

In view of the changes to the method, such values are no longer comparable 
with those published in editions of the Report prior to 2011. In general, the new 
method of calculation results in lower average prices than that previously used, 
due mainly to the weighting system introduced. This system places less 
importance on the Quadrilatero and Venezia-Duse areas, where the highest 
prices are recorded, but which together represent a market share of less than 
11%,  while it emphasizes values in the Residual Area, which represents about 
29% of the market.  

Table 2.17 
Weighting system used to calculate 

average sales values 

 WEIGHTS 

Area New Used Total 

Quadrilatero 0.0220 0.0353 0.0573 
Historic Centre 0.0736 0.1864 0.2600 
Brera-Garibaldi 0.0512 0.0822 0.1334 
Magenta 0.0581 0.1500 0.2081 
Venezia-Duse 0.0094 0.0346 0.0440 
Residual area 0.1150 0.1821 0.2972 
Total 0.3292 0.6708 1.0000 
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A weighting system has been also applied to the 
rental market. It considers the area but does not 
take into consideration the state of repair, as this 
information was not detected in the sample. With 
this system of weights we calculated average rent 
values, rental closing times and difference 
between rent requested and rent offered. Table 
2.18 shows the weighting values used in this 
document. 
In order to make temporal comparisons between 
homogenous quantities, the new method of 
calculation has been applied starting from values 
relating to the first half of 2010.  Such quantities are shown next to the last 
cyclical value. 

Table 2.18 
Weighting system used to 
calculate average rental 

values 

Area WEIGHTS 
Quadrilatero 0.1392 
Historic Centre 0.2454 
Brera-Garibaldi 0.1704 
Magenta 0.2171 
Venezia-Duse 0.1061 
Residual area 0.1217 
Total 1.0000 
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3. The prestige residences market: general 
considerations 
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General Considerations 
genera 

The long hoped-for signs of a recovery did not materialize during the second 
half of 2012. Despite this, the Rome market was more dynamic than Milan as 
far as demand is concerned. This difference once more confirmed the gap 
between closure times observed, being 5.3 months in Rome and 16.5 months in 
Milan. On the other hand, average prices in Rome continued to hold firm, only 
partly softening during the second half of 2012, while the downward trend in the 
Milan market has been decidedly more constant over recent years. This 
dynamic is evident if the average gap between asking and actual prices is 
compared. In both cities the gaps widened further in the second half of 2012, 
but while it stopped at 12.8% in Milan, in the capital the percentage reached an 
average of as much as 22%, confirming the excessive distance between supply 
and demand, at least in initial expectations. Aside from the structural differences 
in the two contexts, transactions struggle to pick up. In conclusion, the timid 
signs of a revival of interest by purchasers in the Rome market contributes to 
keeping both average and top prices at higher levels than those recorded for 
Milan.  

Table 3.1 
The prestige residences sales market  

(2nd half 2012) 
 

 
Demand Supply Number 

contracts 

Closing 
times 

(months) 

Gap 
between 

asking/actual 
price (%) 

Average 
price 

(€/sq.m) 

Average 
Top 

Prices 
(€/sq.m) 

Absolute 
Top 
price 

(€/sq.m.) 
Rome # "/ # "/ ! 5.3 22.0 9,751 15,116 22,143 

Milan "/ ! " ! 16.5 12.8 8,661 14,505 19,600 

Source: Tirelli & Partners and Associates data processed by Nomisma 

 

The difference in performance between the exclusive residences rental markets 
in Milan and Rome has grown more marked. In both cases, average rental 
closing times lengthened compared with the previous half, but if times in Rome 
were generally contained (about 6 months), in Milan they reached record levels 
(over 10 months). Despite the difference in terms of negotiation times, average 
rents were more or less the same, and close to 270 €/sq.m./year. Top rents, on 
the other hand,  were much higher in Rome (levels close to 800 €/sq.m. in line 
with the first half of the year) compared with Milan (also in this case unchanged 
at little more than 500€/sq.m.) 



Luxury Residences Report – Second Half 2012 

 

 
 
 

32 

 

 
 

General Considerations 
genera 

 

As far as average yields on rents were concerned, no substantial differences 
were noted, even against a background of opposing trends. Compared with the 
decline in average prestige residence rental yields in Rome (from 2.82% to 
2.81%), those for Milan recorded a slight increase (from 3.18% to 3.19%. 
 

Table 3.2 
The prestige residence rental market 

 (2nd half 2012) 
 

Demand Supply Number 
rentals 

Rental 
closing 
times 

(months) 

Average rent 
(€/sqm/year) 

Average top 
rents 

(€/smq/year) 

Absolute Top 
rent 

(€/smq/year) 
Yield 
(%) 

Rome # " "/ ! 5.8 274 547 789 2.81 

Milan " "/ # "/ ! 1.,1 277 458 515 3.9 

Source: Tirelli & Partners and Associates data processed by Nomisma 

 

Forecasts for 1st half 2013 

 

Forecasts for the first half of 
2013 indicate greater dynamism 
in the Rome market than that of 
Milan. It appears evident that a 
possible recovery in the Rome 
sales and rentals market would 
have to be the result of a not 
negligible reduction in prices and 
rents to meet the requirements 
of an already somewhat reactive 
demand. As far as the Milan 
market is concerned, however, 

interest is still tepid, despite the reductions in  prices made over time. The 
forecast for Milan is therefore one of substantial invariance of the dynamics 
observed at the end of 2012.  

 

 
 
 

Table 4.3 
Forecasts for 1st Half 2013 

 Sales Rentals 

Rome /  /  

Milan 
  

Source: Tirelli & Partners and Associates 

 


