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The number of homes sold for $1 million or more flattened in 2016, growing a mere 1 percent, according to new
research from Christie's International Real Estate.

According to the broker's Luxury Defined report, on average, sale prices for luxury residential properties rose only 2
percent, and homes spent 13 percent more time on the market than in 2015. Following economic and political
uncertainties and fluctuations in 2016, the coming year in high-end real estate is looking up as consumers feel more
confident.

"The luxury housing marketplace is influenced by a prevailing and intangible elementsentiment," said Monique
Sofo, vice president, strategy at Christie's International Real Estate. "On the heels of an extraordinary post-global
recessionary growth period, luxury home sales softened due to a wave of global uncertainty that led many affluent
buyers and sellers to wait and see' before pulling the trigger on a home sale or purchase.

"We've moved from sustained global growth into a more bifurcated market," she said. "While some individual
markets like Toronto posted outstanding results, others, like London, are experiencing a cool down.

"Although numerous factors are at playincluding inventory constraints, local economic factors, currency controls,
international buyer demand, etc.luxury home sales tended to be stronger in markets not directly impacted by
uncertainty."
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In 2016, the average starting price for a luxury home was $2.1 million, slightly down from 2015's $2.2 million. The
cost of entry-level luxury properties varies greatly from market to market, pointing to the growing divide within high-
end real estate sales.

While the rest of the market stalled, sales of trophy homes escalated. For the first time, all of the top 10 priciest
homes were sold for at least $100 million, totaling $1.32 billion.
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The rise of the trophy house appears to be continuing this year, with a spec home in Los Angeles boasting an asking
price of $250 million, making it the most expensive residential property to come on the market in the U.S. (see story).

924 Bel Air Road designed by Bruce Makowsky

While breaking records, ultra-prime properties are small in number, with about $1,500 homes available on the market
for $20 million or more.

"Despite the slowdown in million-dollar-plus sales over the past 12-18 months, we haven't yet hit a ceiling in the
trophy home market, as transactions continued to close at price-points over $100 million," Ms. Sofo said. "In 2016 for
the first time in history, the world's top 10 reported property sales were all above $100 million and sold for more than
$1.32 billion in aggregate.

"And the ultra-trophy home market shows no sign of fading," she said. "Already in 2017, two properties have sold for
over $100 millionone a $360 million 'teardown' in Hong Kong."

In 2016, luxury homes remained on the market for about 220 days, up from 195 the prior year. City locations saw
faster sales than those in markets where buyers are often seeking a second home.

Hong Kong tops this year's index of hottest real estate markets, bumping London down a spot from its long running
position in the top seat. The city-state had four sales at $100 million or more, with interest in high-end real estate
unhindered by new stamp duties.
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Toronto and San Francisco are markets heating up, while Miami has fallen in the rankings as an oversaturated
supply has forced price reductions to move properties.

Christie's also notest that beyond Miami, sellers in various prime markets overprice their homes. If enough
homeowners do this, it leads to a diminished interest in buying, and sales volume suffers.

From the previous year, the ratio of list price to sale price dropped as sellers were forced to reduce their asking
prices.
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Christie's International Real Estate compares 2016 to buyers hitting pause while they waited to see how some events
would play out, including the U.S. presidential election.

While U.S. consumers do not typically buy during an election year, they may not resume plans. President Trump has
promised to cut taxes, and if successful, wealthy buyers could have more funds to make a home purchase.

Because the luxury property market shares the same niche, affluent audience as the overall luxury market, it follows
hard luxury goods trends more closely than the broader real estate industry. After the recession, these individuals
fared better than the general population as their earnings grew at a faster rate, keeping the luxury industry largely
insulated from the fallout of the crisis.

Following the period of growth, the industry has stalled as challenges disrupt consumers' spending on luxuries.

Bain and Fondazione Altagamma's spring update to their "Luxury Study 2016" report found that the slowdown of
2015 "seeped" into the first quarter of 2016 with only 1 percent of growth. The slowing seen in 2015 is attributed to a
lackluster holiday season in the United States, decreased tourism in Europe, Middle Eastern instability and
slowdown of China (see story).

Consumers who are close to achieving traditional wealth are largely positive about the status of their countries'
economies, according to a new report from Sotheby's International Realty.

The majority of emerging affluent consumers believe that their nations' economies are currently strong and headed
on the right track. Beyond confidence in their national finances, consumers are showing an optimistic outlook for
their own economic situation, creating opportunities for the luxury industry (see story).

"For affluent global buyers, luxury residential real estate will continue to be viewed as a safe and attractive
investment," Ms. Sofo said. "Currency moves will likely fuel increased demand for prime property in stable and safe
environments. Across luxury housing markets globally, we expect to see the continuation of moderate growth in
luxury home sales.

"Luxury housing markets in small- to mid-sized tech-hub cities are poised to continue an upward trajectory," she said.
"Markets to watch include Victoria, British Columbia; Austin, Texas and Portland, Oregongrowing metropolises with
homegrown tech start-ups, entrepreneurial incubators, or that serve as satellite offices for global tech firms.

"Regional migration and a strengthening economy will likely boost these luxury housing markets in the year ahead."
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