
The News and Intelligence You Need on Luxury

REAL ESTATE

Foreign buyers spur  recovery of SpanishForeign buyers spur  recovery of Spanish
luxury housing, economy: Knight Frankluxury housing, economy: Knight Frank
June 30, 2016

Sierra Blanca, Marbella, Spain es tate

 
By FORREST  CARDAMENIS

Despite high unemployment and political conflict in the country, Spain's prime real estate market is showing signs
of life, according to a new report by Knight Frank.

Forecasts for Spain's GDP growth show it outperforming the United Kingdom and Germany next year, and sales and
prices are increasing noticeably in several high-end markets. The growth of non-European foreign buyers and
developments intended to foster a luxury community has been instrumental in local recoveries.

"Since Spain turned a corner in 2014, raising its head from the depths of recession to outpace most Eurozone
economies last year, select pockets of its  mainland and islands have taken on a momentum of their own," said Mark
Harvey, partner and head of Knight Frank's Spanish network. "Spain is far from out of the woods altogether, political
deadlock persists following two general elections in quick succession and unemployment remains high.

"But, the regions that Knight Frank specializes in -Madrid, Barcelona, Marbella, Mallorca and Ibiza - are seeing clear
signs of recovery, each fueled by different forces," he said.

Primetime
Images of a recession-plagued Spain are still fresh in the minds of many throughout the world, but in 2014 the
country's economic growth outpaced most in Europe. While this growth is far from nationwide, the activity on the
high end of some of the nation's biggest cities and most desirable islands has helped Spain recover.
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Puerta de Hierro, Madrid, villa

In Madrid, 30 percent of buyers are overseas, with that share fueled largely by Latin American consumers. With
many Latin American countries experiencing their own tough times, Madrid has emerged as an ideal place to
relocate for those with children thanks to its lifestyle appeal and common language.

In the 12-month period ending April 2016, prime real estate increased a modest 2 percent, but in 2015 residential
sales increased 27 percent from 2012. Low resale stock levels have kept values competitive in the city.

Barcelona is solidifying its presence as a viable luxury city, with a new super-yacht marina and a Mandarin Oriental
hotel being key additions to the cityscape. As a result, over the same time periods specified above, prime
neighborhoods have seen prices increase to the tune of 8 percent and an 86 percent sales jump.

Barcelona, Spain resort

Marbella has also staged a comeback, thanks in large part to new villas, beachfront properties and gated
communities that are helping prime property outperform the lower 95 percent of the market. Knight Frank has
observed increased interest in Marbella from Middle Eastern buyers in particular, but Russians, Britons and
Northern Europeans are the most prolific foreign buyers.

British buyers were making headway in the city in 2015 as the pound gained on the euro. However, the recent vote to
leave the European Union caused the pound's value to crash (see story), so this trend may not continue.

The islands of Mallorca and Ibiza are both seeing fast growth due largely to increased demand from foreigners.
While the percentage of sales increases is not as high as in the cities, price growth has been higher, and Ibiza in
particularly is struggling to pace supply with demand.
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View from a Town House for sale in Ibiza

Overall, foreign purchase has grown most among Latin Americans and Middle Easterners, Russians and Swiss
since 2013. Thanks to surging interest among these groups, non-EU nations now comprise 40 percent of property
purchases, up from 31 percent.

Markets in flux
While the report on Spain was written prior to UK voters opting to leave the European Union, Knight Frank addressed
the market impacts of the decision in another report.

Despite immediate damages, the Brexit referendum's long-term impact on the UK's housing market will be minimal,
according to the firm's research.

Knight Frank anticipates near-term volatility and declines, some of which are already visible in the form of devalued
currency and stock market drops, but real estate will likely remain a stable long-term investment. Real estate has
always been a sector whose strengths must be examined in the long-term, and low supply and other underlying
strengths of the U.K. bode well for the market (see story).

With many European markets fading or slowing, property growth has been highest in nations that are more recent
entrants to the globalized economy.

Across global nations, housing prices increased by 3.4 percent in the year-long period ending March 31, Knight
Frank's Global House Price Index shows.

The growth rate is comparable to the increase Knight Frank found in prime global cities, suggesting stability on both
regional and national scales. While major players are stumbling amid geopolitical volatility, a surge in Nordic
markets has buttressed the overall market (see story).
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