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By FORREST  CARDAMENIS

Prime residential rents across the globe fell by 1.1 percent in 2015, according to a new report by Knight Frank.

The findings in Knight Frank's "Prime Global Rental Index," which tracks luxury rental rates in 17 cities, defined as
the top 5 percent in each market, stand in stark contrast to the 2.5 percent growth in 2014. With the economy once
again entering a period of uncertainty due to low oil prices and China's economic slowdown, it could be a bumpy
ride moving forward.

"Lower commodity prices, tepid equity markets and slowing global growth may lead to lower rates of growth in
prime rental markets in the short run," said Taimur Khan, senior analyst at Knight Frank. "The combined effective of
the aforementioned factors is likely to lead to reduced demand from a significant source; corporate firms where
budgets for prime rental properties are likely to be reduced.

"Should the dollar strengthen further then we expect foreign demand in the luxury residential sales market will
weaken but in terms of the prime rental market, if the strengthening dollar is as a result of an interest rate rise we
may see landlords either increasing rents to cover their higher mortgage costs or choose to sell, reducing supply
and thereby putting further upward pressure on rents," he said.

Rollin' and tumblin'
The performance of each city is linked to local employment markets and especially the professional services
sector, but larger macroeconomic factors also play a role. Knight Frank cites unimpressive performance in equity
markets and low commodity prices as contributing factors to the global index's slowdown in prime rents.
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144 Duane Street, New York rental

On a regional level, North America was the strongest market, with an increase of 2.8 percent. Toronto and New York,
the two cities tracked for the Index, had the third and fourth best performances in the market.

Guangzhou, China and Tokyo, with growth of 5.3 and 3.3 percent, respectively, were the fastest growing markets and
helped buoy the APAC region to slight positive growth. However, a fall of 3.8 percent in Singapore, as well as more
modest falls in Beijing and Hong Kong, limited regional growth to just 0.6 percent.

Nairobi, Kenya, experienced a big slowdown of 5.1 percent, with Cape Town, South Africa, the other African city in
the index, having modest gains of 1.6 percent. Tel Aviv, Israel, the only Middle Eastern city, fell by just shy of a
percentage point.

Knight Frank Cape Town rental

The worst news, however, is  for Europe, where overall growth was -3.1 percent. Strong supply in Geneva led to a
drop of more than 7 percentage points, the largest on the index. Last year's biggest faller, Moscow, had another weak
turnout with a 6.5 percent fall. Only London, at 0.7 percent, had positive growth in the region.

Europe's poor performance was in part a response to Greece's crisis, which nearly caused it to leave the European
Union, but the upcoming "Brexit" referendum is posing similar issues. Business activity in Europe has reached a 13
month low, and the economic impact of Britain's exit of the EU could be vast.
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On the upside, some of the cities that were hit hard from the 12-month period of December 2014 to December 2015
that the report covers may be showing signs of a slight rebound. Moscow grew by 15 percent from June 2015 to
December 2015 and 8 percent from September to December, with Beijing and Tel Aviv also experiencing positive
growth over the half-year and quarter.

Long-term outlook
The possibility of the UK exiting the European Union is already affecting London's real estate negatively, even
despite the growth of rental rates in 2015.

London real estate growth has fallen more than half a percentage point over the past six months for the biggest
decline since June 2009, according to a recent report by Knight Frank.

Prices fell by 0.1 percent in February compared to the previous month, and growth was slowest in neighborhoods
with more expensive property, such as Westminster and the Royal Borough of Kensington and Chelsea. Like
everywhere else, market volatility has potential buyers on edge, and the impending European Union referendum
further complicates the market (see story).

Over the long-term, real estate will likely continue to be a good investment.

Despite stock market volatility, geopolitical instability and new regulations, prime residential real estate still has a
good outlook, according to panelists speaking at a presentation of Douglas Elliman and Knight Frank's The Wealth
Report 2016.

Oil prices have plummeted, governments and the IMF are tracking the flow and origin of incoming money and
many assets have had negligible appreciation in the past year. Nevertheless, looks at recent history and wealth
projections show that a bet on long-term growth and on real estate, as well as classic cars, is  a safe one (see story).

"The lower rates of growth seen are more as a result of current market conditions rather than as a correction to more
significant growth rates seen historically, primarily due to the slowdown in the global economy," Mr. Khan said.
"More so favorable market conditions for buyers, in certain markets, with historically low financing costs have
caused a fall in prime rents over the last year."
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