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By JOE MCCART HY

London and New York were the highest-performing luxury markets in 2013 in the latest
Christie's International Real Estate report.

The "Luxury Defined: An Insight Into The Luxury Residential Property Market" report
examines the trends shaping the luxury real estate market and extrapolates on the
performance of 10 high-performing locations. The growth in the luxury sector has been
driven on three fronts by locals, foreign investors and millennials, and most buyers have
been turning their sights to cities.

"The story of 2013 for luxury residential was one of velocity," Bonnie Stone Sellers, CEO
of Christie’s International Real Estate, New York. "While 2012 showed us record prices
across the globe, 2013 saw a substantial increase in sales volume.

"As a whole, the luxury market is a great investment," she said.

Broad spectrum
In the report's top 10 markets, Christie’s affiliate sales of luxury residential units jumped 20
percent in 2013 to 41,700. The rise is not restricted to a single year, either.
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Christie's sales have grown 24 percent over the past three years and affiliates expect
demand to remain strong. Indeed, the report notes that the luxury housing market has little
connection with the general housing market, which has grown 6 percent during this
period, and instead mirrors the growth of luxury goods sales.

Boston Consulting Group predicts that luxury consumption will grow organically over the
next 10 years with overall spending growing from approximately $985.5 billion today to
almost $1.2 trillion in 2020.

Consumers will be the main driving force of this growth, with the number of luxury
consumers rising from 380 million today to 440 million by 2020. This presents an
opportunity for luxury brands if they know how to market to core luxury consumers as well
as new consumers, since they require diversified strategies (see story).

Similar to the overall luxury market, luxury real estate will be driven by various factions.

Christie's International listings for London

Local buyers have gained back confidence following the recession so are ready to buy.
Foreign buyers riding on financial windfalls tend to survey the market to pad their
property portfolios. Finally, millennials are finally making their voices heard when it
comes to owning something substantial.

A survey accompanying the report found that 57 percent of wealthy millennials are
looking to buy a home in the next 12 months.

Also, low interest rates, limited inventory and pent-up demand has caused prices to climb.
The average time a property sat on the market fell by 31 days to 77 in 2013 and the average
square foot price rose from $1,449 to $1,565.

Concrete fever
Luxury consumers are transplanting their roots in cities across the world and the report
explores the highest performers. Rankings were assigned according to record sales price,
prices per square foot, percentage of non-local and international purchasers and the
number of luxury listings relative to population.
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Christies International listings for New York

London reeled in a $101.5 million top sale, had an average luxury home sale price of
$4,683 per square foot and an entry price-point of $7 million New York, Los Angeles and
Hong Kong followed.

"London saw a 20 percent year-over-year growth in the number of luxury properties sales
in 2013," Ms. Sellers said. "It’s  an increase that has been fueled by cash buyers as well as
the ongoing impact of international buyers, looking to secure their wealth in properties in
cities such as London.

"Our research showed that the desire to move equity out of turbulent markets to stable and
currency-favorable locations prompted many high-net-worth individuals in 2013 to invest
in trophy homes outside their resident countries," she said.

"Adding to the demand, luxury buyers are interested in the attractive lifestyle offered by a
city like London."

San Francisco saw a 62 percent increase in the total number of $1 million property sales.
Other cities viewed in the report include Cote d’Azur, France, Los Angeles, Miami, Paris,
Sydney, and Toronto.

Some analysts have a more restrained view of major cities.

For instance, although the overall number of New York luxury apartment sales rose 26.8
percent to 3,297 in the fourth quarter of 2013, the median sales price of the entire market
has not caught up to the 2008 peak. Also, a wave of new variables such as new qualified
mortgage rules and potentially rising interest rates could clamp what would be another
year of double digit growth (see story).

Other markets explored in the report include Rio de Janeiro,Brazil;  Singapore; La Jolla,
CA; Monte Carlo, Monaco; Punta del Este, Uruguay; and Sarasota, FL.

"Real estate remains a hot commodity in hot markets," said Chris Ramey, president
of Affluent Insights, Miami, FL.  "Millennials are coming of age and Baby Boomers
haven’t quite yet decided to downsize. The intersection of the two is inflating prices with
little end in sight.
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"Major cities possess a gravitational pool," he said. "Foreign investors looking for a safe
haven are no longer beholden to the U.S."

Final Take
Joe McCarthy, editorial assistant on Luxury Daily, New York
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