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In Italy in Q1 2021 decreasing investments in the commercial RE market:

-30% with respect to Q1 2020

The decline in investments in the commer-
cial real estate market recorded in Italy in
2020 (-30% compared to 2019) was con-
firmed in the first quarter of 2021, on a y-0
-y basis.

In Q1 2021 investments totalled approxi-
mately €1.2 billion, down by around 30%
compared to the Q1 2020 figure and the Q1
average over the last 5 years. The Q1 2021
volume drop is also visible when compared
to the Q1 average of the last 10 years
(around -15%). 42 deals were concluded in
Q1 2021, recording a decrease compared to
Q1 2020 (44) but in line with the Q1 aver-
age over the last 5 years.

Unlike the past, the Q1 2021 volumes were
driven by the Mixed Products as opposed
to Office product, with the former recording
about €350 million (approximately 30% of
the quarterly total), and three-digit growth
compared to Q1 2020.

In Q1 2021, the Logistics sector also per-
formed well with investments totalling
approximately €260 million (around 22% of
the quarterly total), up by 17% compared to
Q1 2020.

In Q1 2021, the Alternative Products sector
recorded investments totalling approxi-
mately €206 million (around 17% of the
quarterly total), up by 18% compared to Q1
2020.
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Similarly, in Q1 2021, the Office sector at-
tracted investments totalling approximate-
ly €200 million (around 17% of the quarter-
ly total), down by about 60% compared to
Q1 2020.

The Hotel sector followed with approxi-
mately €130 million in investments
(around 11% of the quarterly total), double
that of Q1 2020.

The Retail sector trailed behind, with in-
vestments totalling approximately €30
million in Q1 2021 (around 3% of the quar-
terly total), down by about 95% compared
to Q1 2020. To be signalled, however, that
the 2020 figure essentially encompassed
two indirect deals involving share purchas-
es totalling around €600 million.

An analysis by geographical background
shows that in Q1 2021 around 56% of the
investments in Italy were concentrated in
Milan and approximately 11% in Rome. The
remainder concerned other locations.

More specifically, approximately €665 mil-
lion were invested in Milan, in line with the
Q1 2020 figure and with the Q1 average of
the last 5 and 10 years. In Q1 2021, Mixed
Products drove the volumes in Milan with
about €260 million invested (approximately
40% of the quarterly total of the city) after
5 consecutive years with no investments in
Q1 for this type of product.
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The investment market showed an upward
trend in Rome in Q1 2021 with about €130
million invested, up by around 17% on the
same period of 2020. However, the Q1 2021
figure is lower than the Q1 average of the
last 5 and 10 years (-35% and -40%). The
volumes recorded in the city during the
quarter are attributable to only two types
of asset classes: Offices (€70 million) and
Logistics (€58 million).

§€1.2 billion: approximately -30% vs.§
Q12020 :

Mixed Products drove volumes with
iabout €350 M. Logistics totalled:
i about €260 M :

§Prime net yields stability q-o0-q for§
Offices, Retail High Street and Shop- :
Eping Centres. Compression for Lo-g
: gistics Milan

gMixed 30% - Logistics 22% - Alter-
i native 17% - Office 17% - Hotel 11%:

: - Retail 3%



AT A GLANCE INVESTMENTS Q12021

After the reduction in the percentage of
investments generated by international
capital in 2020 compared to previous years
(56% compared to 65% on average over the
last 5 years), in Q1 2021 international cap-
ital was again the main source of invest-
ment in the Italian commercial real estate
market, accounting for around 85% of the
quarterly total. Among international inves-
tors, the US was the most dynamic in the
quarter, allocating approximately €430
million (with about ten deals involving
Mixed Products, Logistics, Offices and Dat-
acenters). UK investors allocated about
€200 million in total (for around ten deals
in the Hotel sector, but also Offices and
Logistics). Asian capital followed with
about €160 million and German capital
totalled about €85 million. In Q1 2021 do-
mestic capital totalled approximately €190
million (for about fifteen deals) almost half
of which was invested in the Office product
in Milan and Rome.

PRODUCTS AND YIELDS

As already mentioned, the volumes in Q1
2021 were driven by the Mixed Products
sector: approximately €350 million, with
three-digit growth compared to Q1 2020
for 6 deals, including one located in the
CBD Duomo in Milan for approximately
€160 million and 2 in the CBD Porta Nuova
in Milan totalling approximately €100 mil-
lion. In Q1, the Mixed Products sector at-
tracted mainly international capital
(approximately €320 million) led by the US
(approximately €160 million) and Germany
(approximately €80 million). Only about
€30 million in investments in this sector
came from domestic capital. In terms of
locations, approximately 75% of the invest-
ments in Mixed Products in Q1 2021 were
concentrated in Milan, while the remain-
der concerned other locations mostly in
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Northern Italy.

The Logistics sector followed Mixed Prod-
ucts, with recorded volumes of approxi-
mately €260 million in Q1 2021 for about
ten deals, including a portfolio deal total-
ling about €160 million for assets located
in various areas of Northern ltaly (macro
area of Milan) and Central Italy (macro
area of Rome). Investments in this asset
class increased by around 17% compared
to Q1 2020, around 38% compared to the
Q1 average of the last 5 years, and around
85% compared to the Q1 average of the
last 10 years. The capital invested in Logis-
tics was almost entirely international capi-
tal, from Asia (approximately €160 million)
and the US (approximately €85 million). In
terms of Logistics prime net yields, in Q1
2021 there was a g-0-q compression in
Milan, from 5.00% to 4.75%, while they
remained stable in Rome at 5.25% (for the
third consecutive quarter).

In Q1 2021, the Alternative Products sector
recorded investments totalling approxi-
mately €206 million, up compared to Q1
2020 and the Q1 average over the last 5
and 10 years (approximately +18%, +56%
and +158%). In this sector, 12 deals were
closed, including 2 relating to portfolios in
mixed locations and 7 located in the North
West. Of the capital invested in this asset
class about €145 million was international
capital, in particular from the US
(approximately €100 million), the UK
(approximately €25 million) and France
(approximately €20 million).

In Q1 2021, the Office sector attracted in-
vestments totalling approximately €200
million, down around 60% compared to Q1
2020 and the Q1 average of the last 10
years, and around 67% compared to the Q1
average of the last 5 years. 7 deals were
closed which all involved single assets
located in Rome (CBD and Centre) and in

Prime net yields - Q12021
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HS Milan 3.40%
Stable vs. Q4 2020

HS Rome 3.70%
Stable vs. Q4 2020
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Shopping Centre 6.00%
Stable vs. Q4 2020
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Milan (in semi-central and peripheral are-
as). 55% of the investors in the Office sec-
tor were international, led by US investors
(around €90 million) and UK ones (around
€20 million). In Q1 2021, Office prime net
yields were stable in all the sub-markets,
whether in Milan or Rome. In particular,
the CBD Duomo in Milan remained at
3.20% and the CBD in Rome at 3.90% for
the second consecutive quarter.

In Q1 2021, investments in the Hotel sector
totalled approximately €130 million, which
is double the Q1 2020 figure. This is in line
with the Q1 average over the last 10 years
and down compared to the Q1 average of
the last 5 years (by approximately -30%).
The volumes recorded in Q1 2021 refer to 4
deals on single assets including a large
deal of about €100 million closed in Venice
with capital from the UK.

The Retail sector trailed behind, with in-
vestments totalling approximately €30
million in Q1 2021, down by about 95%
compared to Q1 2020. As mentioned above,
this 2020 figure essentially encompassed
two indirect deals involving share purchas-
es totalling around €600 million. However,
the undersizing of this asset class shows
structural characteristics: in Q1 2021 in-
vestments were down by about 90% com-
pared to the Q1 ten-year and five-year
averages. The Q1 2021 volumes relate to 4
deals, including the acquisition of a Retail
Box in Veneto for about half of the total,
two deals in the Supermarket segment in
Lombardy and Emilia-Romagna for about
€8 million, and a High Street Retail deal in
the CBD Duomo in Milan for around €6
million. In Q1 2021, Retail prime net yields
were stable in all sub-segments: for the
third consecutive quarter, the Milan High
Street segment remained at 3.40%, the
Rome High Street segment at 3.70% and
Shopping Centres at 6.00%.

LOGISTICS

Milan 4.75%
-25 bp vs. Q4 2020
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Rome 5.25%
Stable vs. 94 2020
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Disclaimer

This document was drafted by BNP Paribas Real Estate Italy S.r.l.'s Research Department. Any and all forecasts and opinions have been prepared by BNP Paribas Real Estate Italy S.r.L.'s Research
Department and can be modified, amended or updated without notice. This document has solely an informational purpose, so it is not, and cannot be considered, an offer of any kind of services,
including offers to underwrite or sale any real estate products. The opinions and information contained in the document does not engage any responsibility of BNP Paribas Real Estate Italy S.r.L. or of
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