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In Italy 2019 closed with about €12.2 billion of investments
in the commercial RE market: the best year ever

2019: RECORD YEAR FOR INVESTMENTS IN ITALY AND IN MILAN

In Italy, 2019 closed with investments in
the commercial real estate market
amounting to approximately £€12.2 bil-
lion: an historic recard for the sector.
Yolumes in 2015 are up by about 40% on
2018, by about 25% compared to the 5-
vear annual average and by about 75%
compared to the 10-year annual aver-
age In particular, investments in Q4
2019 totalled nearly € 5.1 billion, result-
ing in the best guarter ewver: approx
+45% vs Q4 2018, approx. +30% vs. the
related 5-year average and approx. +85%
vs. the related 10-year average.

The high number of transactions cam-
pleted in the year is worth noting, with
nearly 260 deals in 2019 {of which over
100 completed in Q4) versus 225 in
2018,

In 2019, foreign investors have con-
firmed their interest in investing in Italy.
Approximately 75% of total investments
recarded in the year originated from
foreign investars. In particular, the main
foreign contributors to Italian volumes,
all recording doubled volumes compared
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to 2018, come from the US {(apprax. €32
billion}, followed by France (approx. €1.5
billion} and Germany (approx. €1.1 bil-
lion}. Italian investors made for approxi-
mately €2.9 billion.

As to the geographic breakdown, the
analysis confirmed that the city of Milan
remainad the maost liquid market in the
country in 2019, with nearly 41% of total
investments. In particular, 2019 with
total investments amounting to approxi-
mately €£4.9 hillion, qualifies as the best
year ever for the commercial real estate
market in Milan, topping the previous
record of €4.4 billion recorded in 2015.
The 2019 result is higher than the 2018
value (approx. +56%) and also higher
than the related Syear and 10-year an-
nual averages (approx. +30% and +95%,
respectively). The extraordinary result of
the city of Milan reflects the paositive
performance of the Office sector, recard-
ing - for the first time - investments at
€38 billion: 76% of the total wolumes
recorded in Milan in 2019 and almost
80% of the total Office volumesin ltaly in
2018.
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In 2019, the performance of the real es-
tate market in Rome was positive with
investments totalling nearly €1.8 billion.
This is the second best year ever for the
city after 2018 (with investments close
to €2.2 billion}. In terms of weight, the
Office sector in Rome proved the most
buoyant in 2013, with approximately
€780 million, 80% of which located in
Greater EUR and CBD.

Investments in locations other than i-
lan and Rome contributed to the year's
result with approximately €55 billion
{almost 45% of total volumes in ltaly), of
which about €19 hillion was invested in
Q4. In particular, investments in second-
ary locations during the year included a
number of portfolio transactions in the
Hatel (two important portfolio deals for
a total of approximately €1.3 billion) and
in the Logistics sectors (a corporate pan-
European portfolio deal with an estimat-
ed value of approximately €320 million
for ltaly}.
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ASSETS PURCHASED IN THE YEAR: OFFICES AT THE TOP

As to asset class hierarchy, in Italy in-
vestment valumes in 2019 concentrated
mainly in the Office sector, confirming
the structure of the [ltalian market. In
particular, this sector cames first in the
ltalian commercial real estate market
with approximately €4.8 billion of invest-
ments (nearly 40% of total volumes in
ltaly} in the year just ended. This corre-
sponds to an increase both versus 2018
{approx. +37%) and versus the 5-year
and 10-year annual averages (approx.
+25% and +80%, respectively). 2019 re-
sulted the best vear ever for the Office
sector both in Italy and in Milan (where
investments in the Office sector - as al-
ready mentioned - amounted to approxi-
mately €3.8 billion}. In 2019, the largest
share of investrments in the Office sector
was covered by US investors with ap-
proximately €14 billion (including two
significant portfolic transactions closed
in HZ for a total of nearly €515 million)
followed by German ones with about
€500 million invested. It should also be
noted that investments in the Cffice sec-
tor in Q4 2019 totalled approximately
€25 billion (about +35% vs Q4 2018},
resulting in the best quarter ever for this
asset class. In 04 2019, prime net yields
in the Office sector remained stable g-o-
q at 3.30% and 4%, respectively, both in
tilan and Rome.

A record year also for the Hotel sector,
with approximately €3.3 billion invest-
ments in 2018 (+210% approx. on 2018)
as a result of the acquisition of the two
already mentioned important portfolios
completed in Q2 2019 by French and
American investors for a total of about
£1.3 billien. In 2019, B0 transactions
were completed in the Hotel sector nat
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only in Milan and Rome but also in other
ltalian cities, including Venice and Flor-
ence. In Q4 2019, invested volumes in
this sector were equal to about €365
millian {approx. +150% on Q4 2018) and
mainly concentrated in Northern ltaly
{nearly 65% of the total Hotel sector in
the quarter).

The Retail sector follows with invest-
ments of €1.9 billion in 2019, down ap-
proximately 13% on 2018 but substan-
tially in Lline with the 5-year and 10-year
annual averages. The analysis of the
sector in the year in question reveals
most of investments concentrated in the
High Street segment with volumes at
approximately €720 million, followed by
Shopping Centres with approximately
€580 million and Outlets with approxi-
mately €480 million (2019 was the best
year ever in terms of volumes for the
Qutlet segment}. In 2018, the Retail sec-
tor was dominated by UK investors
{appraximately €380 million for two
transactions). In 2018, ltalian investors
contributed with valumes worth approxi-
mately €700 million mainly related to
High Streets segment deals and to the
acquisition of a Shopping Centre in Rome.
Conversely, the Q4 2019 performance of
the Retail sector was below the value
registered in the same period of the pre-
vious year, with approximately £180 mil -
lion investments (on approx. €385 mil-
lion in Q4 2018) mainly referring to the
Shopping Centre segment (for approx.
€145 millian). In Q4 2018, the prime net
yields of the Retail sector remained sta-
ble g-0o-g. In particular, the Shopping
Centre segment recorded unchanged
values at 5.50% for the fourth consecu-
tive quarter, while the High Street seg-
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ment in Milan and Rome shows stable
values since 02 2019 at 3.10% and 2.35%,
respectively.

Excellent result in 2018 for Logistics,
topping with investments at approxi-
mately €1.4 billion, up nearly 50% on
2018 In 2019, US investaors played a
major role in this asset class, making for
almast half of the total volume of invest-
ments made in the year. In Q4 2019, in-
vestments in this asset class totalled
approximately €1 billion (against about
€530 million in Q4 2018} In Q4 2018,
prime net yields in the Logistics sector
were stable in Milan and in Rome, show-
ing levels of 5.25% and 5.50%, respec-
tively, since 2 2018

In 2019 investments in the Alternative
asset class made for just under €400
million (apprax. -55% on 2018), involv-
ing transactions relative to care homes
equal to about €180 million. In terms of
volumes, in 2019 investments in this
sector were driven by Italian, French and
US investars. Most of the transactions
completed in the year in guestion in-
volved assets located in Northern ltaly.
Last but not least, in 2019 investments
in mixed-use assets totalled approxi-
mately €360 million, including approxi-
mately €285 million in 04 2019
(including €145 million relating to a
portfolio comprising assets located in
different areas in Italy).
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POSITIVE TREND FOR THE NUMBER OF DEALS

As already mentioned, the extraordinary
result of commercial real estate invest-
ments recorded in Italy in 2019 was sup-
ported by the positive trend in the num-
ber of transactions completed in the
year: a total of about 280 compared to
about 225 in 2018 In addition, it is im-
portant to note that approximately 30
transactions completed in 2019 were
worth aver €100 million {including 15
transactions worth €200 million or
more).

In particular, compared to 2018, single
asset transactions in 2019 increased in
both the number (nearly 225 transac-
tions were recorded in 2019 versus 175

in  2018) and  average  value
{approximately €35 million in 2019 ver-
sus approximately €30 million in 2018).
It should be noted, among these single
asset deals, that in 2019 four significant
transactions were recorded (each warth
between €250 million and €300 million),
involving the Retail, Hotel and Office
sectors.

In 2018, the overall number of portfolio
deals decreased on a y-0-y basis: ap-
proximately 40 portfolio deals were
completed in 2019 {most of which relat-
ed to the Logistics sector) compared ta
just over 50 in 2018 However, it shoold
be noted that, in terms of size, the aver-
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age value of portfolio deals increased
from approximately €85 million in 2018
to approximately €100 million in 2018. In
particular, nearly ten portfolios worth
more than €100 million were acquired in
ltaly in 2019. Amoeng these, the most
significant transactions by volume are
the ones already mentioned regarding
the Hotel sector (a corporate deal with
an estimated value for Italy of approxi-
mately €1 billion and a portfolio com-
prising 15 facilities with a total value of
approximately €300 million) and the
Logistics  sector (a corporate  pan-
European logistics portfolio deal with an
estimated value for Italy of approximate-
Ly €320 million}.

Investments - Commercial RE market - 2019

ALTERNATIVES 3%
€378 M

-55%

LOGISTICS 11%

€14 bn
+50%

RETAIL 16%

€19 bn
-13%
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2019
ITALY TOTAL

€12.2 bn

+40% on 2018

Prime net yields - Q4 2019
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RETAIL

HS Milan 3.10%
Stable on Q3 2019

HS Rome 3.35%
Stable on (3 2018

Shopping Centre 5.50%

Stabie nn Q3 2018
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27% HOTEL

€3.3 bn
+210%

Milan 5.25%
Stable on Q3 2019
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Rome 5.50%
Stable on 3 2018

LOGISTICS
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