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COMMERCIAL REAL ESTATE MARKET
INVESTMENTS

In Italy in the first half of 2020 investments in the commercial real estate market
decreased: -25% compared to the same period 0f2019

In Q2 2020, investments in the ltalian com-
mercial real estate market were just above
£2 billion, down approximately 38% against
the value recarded in Q2 2019 and nearly
13% compared to the last S-year Q2 aver-
ages, but up approximately 17% compared
to the last 1G-year Q2 average. It should
also be noted that a lower number of deals
were closed in 02 2020: slightly more than
30 in total compared to 60 in Q2 2013,

The result of the secand guarter was re-
flected in the reduced volume recarded on
a half-year basis, The performance in Q1
2020 indeed was in line with the value
registered in the same pericd af the previ-
ous year, totalling approximately €1.7 bil-
lion. The first half of this year posted a 25%
reduction in investments, approximately
£3.8 billion versus approximately €5 billion
recarded in H1 2019,

In Q2 2020, the majority of investments
were made in the Office sector with a total
of approximately €£1.2 billian (approx. 60%
of the total amaunt on a quarterly basis in
ltaly), twice the value recarded in §2 2019
{apprax. €620 millian). This result was
reflected in the half-year performance of
the Office sector, which ended at approxi-
mately £€1.8 billion {of which slightly less
of €1.5 billion concentrated in Milan), al-
most 7% above the value af H1 2019,
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Investments in the Hotel sector came next,
even if at a certain distance: appraximately
£350 million {17% of the tatal amount on a
quarterly basis), down nearly 80% com-
pared to Q2 2019, Also, H1 data for this
sector, making for approximately £410
millian, show a reduction of about 80% vs
the first half of 2019. A decreased amount
of investments in the Hotel sector
{significant in 2015 in defining the recard
amount of €12.2 billian totally invested)
that hawever brought the perfermance far
the first half of 2020 back to the levels of
2017 and 2018,

Approximately 14% of total investments in
(2 2020 concentrated in the Alternative
Products sector, accaunting for €280 mil-
lion and showing a strong uptrend against
the same period of the previous year. The
performance in this sector was very posi-
tive also on a half-year basis with a three-
digit growth rate compared to the first half
of 2019, thanks to investments of approxi-
mately €450 million. In this sector, the
result reached in the first six months of
2020 has already exceeded the value rec-
orded in the whole vear of 2013, It should
te noted that half of the total amaount of
this category in the first half of 2020 is
attributable to the completion of transac-
tions regarding residential development
projects.
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Retail tatalled 6% of the guarterly volumes
with approximately €125 million, resulting
ina half-year performance of appraximate-
ly €800 million (almost +6% vs H1 2019). It
should e noted that the result is mainly
attributable to  the Unicredit  S.pA/
Esselunga S.p.A. indirect deal completed in
Q1 for a total of €435 million.

In Q2 2020, Logistics peosted investments
warth appraximately €55 million {nearly -
68% vs Q2 2019) regarding the completion
of twa deals. The performance of the first
half of 2020 included investments of ap-
proximately €280 million, dawn about 10%
against the same period of the previgus
year.

In Q2 2020, there were no transacticns
regarding Mixed Froducts,

: Take away Q2 2020 _
: €2 bn: about -36% compared to Q2 2019
Office: about €1.2 bn including €1 bn ing
: Milan :

 Prime net yields stability g-o-q for of-
ifice and Logistics. Decompression for:
i Retail Shopping Centres and High Street
Office 60% - Hotel 17% - Alternative 14% - :
! Retail 6%- Logistics 3%
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The breakdown by geographical regions
reveals that approximately 57% of invest-
ments made in Italy in Q2 2020 cancen-
trated in Milan and only 9% in Roema.

More specifically, investments in Milan
totalled approximately €1.2 billion, up al-
most Z23% against the same quarter of
2018, up approximately 33% compared to
the last 5-year Q2 average and up nearly
80% of the last 10-year Q2 average. The
excellent performance af the second guar-
ter recarded in Milan can be almost exclu-
sively attributed ta the investments made
in the Office sectar: in Q2 2020 investments
totalled slightly more than €1 billion
{appraximately 85% aof the total invest-
ments in Office spaces in Italy in the quar-
ter), up nearly 92% vs Q2 2019, It should be
noted that 92 2020 (with approx. €1 billion
as mentioned) and H1 2020 (with slightly
less than € 1.5 billien) confirmed to be the
best Q7 and the best HI1 ever in terms of
investments in the Milan Office sector.

In Rome, on the contrary, the performance
of investments in £2 2020 was negative
{similarly to the first quarter 2020} with
just less than €180 million comprehensive-
ly invested, dawn approximately 70% cam-
pared to the same period of 2019, nearly
52% compared to G2 average of the last 5
years and appraximately 40% compared to
the Q7 awverages of the last 10 years. Also
the first half of 2020 in Rome recorded
investments below the average of the same
period af the previaus year with just less
than €300 million invested versus approxi-
mately €300 millian in the first half of
2018,

As 1o the nationality of investors, valumes
generated in J2 2020 were coversd by
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ltalian investars for a total of €1.1 billion
mainly concentrated in the Office sector. In
terms of foreign investors, the EU countries
{Austria and Germany in the lead) were the
most perfarming in the quarter, with ap-
proximately €480 million invested in total.
US investors allocated approximately £350
million in Q2 2020 in Italy, investing in the
Office sector but also in Logistics and Alter-
native Products {including residential de-
velopment projects).

PRODUCTS AND YIELDS

A3 mentioned above, Q2 2020 wvolumes
were driven by investments in the Office
sector with approximately €1.2 billion,
twice the amount invested in Q2 2019 and
than the last 10-year Q2 average and near-
ly 25% above the last 5-year Q2 average. In
Q2 2020, investments in the Office sector
were abgve all covered by Italian investors
{for approximately €1 billion), fallowed by
German investors (with a deal worth al-
most €140 millicn} and US investors {with
a pertfolio deal of approximately €54 mil-
lion). In terms of location, nearly B5% of
the total Office volumes in Q2 2020 con-
centrated in Milan (as mentioned abowe)
and approximately 7% in Rome. Frime net
vields in the Office sector remained stable
across all sub-markets both in Milan and
in Rome. In particular, the Milan CBD Duo-
mo stands at 3.30% (far the eighth consec-
utive quarter) and the Rome CBD at 4.00%
{for the seventh consecutive quarter),

In 02 2020, investments in the Retail sec-
tor totalled approximately €125 million
and referred to six deals. Specifically, ap-
proximately €40 million were invested for
the acquisition of a Shapping Center in
Rome, €44 millien far the transfer of a

Prime net yields - 02 2020

RETAIL

HS Milan 3.25%
+15 bp vs 1 2020

1 HS Rome 3.50%
@ +15 bp vs 1 2020

Shopping Centres 5.75%
+25 bp vs 31 2020
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Cash&Carry portfolio including various la-
cations and the remaining amcunt in
transactions cancerning the High-Street
segment and the bank agency segment,
Prime net yields in the Retail sectar de-
campressed acress all segments on a g-o-
g basis, High Street went from 3.10% to
3.25% in Milan and from 3.35% to 3.50% in
Rome, Shopping Centers went from 5.50%
to 5.75%.

With regard to Logistics, investments in the
second guarter reached - as already men-
tioned - approximately €55 million and
concerned two deals clased in Verana (by
ltalian investors} and Florence (by US in-
vestors). With regard ta prime net yields in
the Logistics sector, the values have re-
mained stable since 02 2018 bath in Milan
and in Rome at 5.25% and 5.50%, respec-
tively.

Inthe Hotel segment, investments made in
the quarter of reference tatalled approxi-
mately €350 million and concermed five
deals closed in different Italian locations,
including the most significant one worth
approximately €250 millian, closed in Ven-
ice by Austrian investors.

Lastly, as already mentioned, approximate-
ly 14% of total investments made in the
quarter of reference, correspending to
nearly €280 million, concerned Alternative
Products. In particular, eight transactions
{of which 4 in Milan) were closed in this
categary, The deals mainly cancerned resi-
dential development projects, US investors
accounted for approximately 75% of total
investrments in this sector,

LOGISTICS

Milan 5.25%
Stable vs QI 2020

Rome 5.50%
Stable vs 31 20201
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