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Macro outlook
Macroeconomic fundamentals are favou-
ring Madrid. Its robust GDP, stable prices, 
the upturn in the job market and its dyna-
mic business sector have placed the capi-
tal firmly on the European map and are 
buoying its growth prospects.

Only the forthcoming December General 
Elections could temper these prospects, 
which are creating an air of expectancy 
until results are finally in. However, given 
the conviction that we have a pro-business 
government, there continues to be plenty 
of activity and this is showing no signs of 
abating.

This has clearly rubbed off on the real esta-
te sector. What was previously the indispu-
table driver of the Spanish economy, and 
based on today’s figures, is now back on 
the up. The commercial property mar-
ket continues to break all-time record 
levels of investment and land is back on 
the cards for large investors and develo-
pers. So what’s the story with residential? 
The hardest hit market during the crisis 
is beginning to awaken from its slumber. 

However, in this segment it is key to diffe-
rentiate between products. Prime residen-
tial and luxury homes - have not been as 
affected as conventional homes, hence the 
level of recovery is not the same.

Status of the Madrid 
prime residential 
market

DEMAND

According to figures from the Spanish 
Ministry of Development, sales in this seg-
ment have increased by 25% y-o-y and a 
larger number of sales were recorded in 
the main districts.

Buyers are looking for properties in the 
most central areas. 70% of buyers are 
searching for product in the Salamanca, 
Jerónimos and Chamberí districts, within 
a price range of between €1-2 million. 
However, other areas, such as El Viso are 
gaining more ground, particularly for pur-
chasing a property for subsequent refur-
bishment.

KEY FACTORS

Favourable growth prospects have 
made Madrid the go to city and one 
of the European cities with the hig-
hest increases in prime residen-
tial prices, well above the European 
average. 

Luxury residential prices in Madrid 
have risen by 5.2%, higher than 
London and Paris.

According to official sources, the 
number of prime residential sales 
(both new-build and resales) has 
increased by 25% compared to last 
year.

Of the €700 million of available 
supply for sale in 2014, the market 
has dropped to €500 million, 
equating to approximately 30% take-
up compared to the previous year.

The difference between asking and 
closing prices is now minimal, which 
demonstrates that we are now at 
a point where supply and demand 
are meeting and sales periods are 
reducing significantly.

70% of buyers are searching 
for product in the Salamanca, 
Jerónimos and Chamberí districts, 
within a price range of between 
€1-2 million.

The lack of new-build supply 
is currently one of the key 
factors in the sector. We expect 
approximately 80,000 sq m of new-
build and refurbishment projects 
to come on to the market.

PRIME RESIDENTIAL PROPERTIES EXCHANGE FOR 
HIGHER PRICES AND SELL QUICKER

FIGURE 1 
Heat map
Demand distribution for the prime residential 
market

Source: Knight Frank/RPS Source: Knight Frank/RPS

FIGURE 2 
Average price per sq m in prime 
districts
New-build and resales
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Out of all buyers in the prime area, 70% 
are Spanish and 30% are foreign. The 
latter has increased significantly, dou-
bling the figure registered two years ago. 
Foreign buyers, the majority of which are 
from Latin America, focus on Madrid and 
luxury properties, either as investments or 
as second homes.

PRICES

Madrid is the European city with the 
second highest y-o-y growth in prime resi-
dential prices (5.2%), which is well above 
the European average (0.8%) and above 
cities such as London, Rome and Paris.

The Salamanca and Jerónimos districts 
head up the price recovery and have 
achieved a 7% and 8% y-o-y increase for 
resales. Chamberí registered more sub-
dued growth of circa 3%. Luxury new-
build prices have not varied significantly; 
this is primarily due to the lack of compa-
rables available. Of particular note were 
the 4% increases in both the Chamberí 
and Salamanca districts.

The most notable factor is that prices 
and sales periods are improving. Closing 
prices are higher and sales times are shor-
ter. The average sales period used to 
range between 10 and 12 months, while it 
now stands at 3-6 months. 

1 Vancouver North America 20.4% 10.5% 5.2%

2 Sydney Australia 13.7% 9.6% 3.6%

3 Shanghai Asia 10.7% 6.8% 2.7%

4 Jakarta Asia 9.4% 1.4% 0.7%

5 Melbourne Australia 9.4% 6.5% 3.6%

6 Monaco Europe 9.4% 10.3% 5.0%

7 Bangkok Asia 8.5% 5.7% 4.6%

8 Seoul Asia 7.6% 2.9% 1.7%

9 Bangalore Asia 6.7% 0.0% 0.0%

10 Cape Town Africa 6.0% -1.3% -4.0%

11 Miami North America 5.9% 2.6% -0.1%

12 Los Angeles North America 5.8% 3.0% 0.9%

13 Madrid Europe 5.2% 2.9% 1.6%

14 Nairobi Africa 3.5% 1.1% 0.2%

15 Beijing Asia 2.7% 2.6% 1.4%

16 Tel Aviv Middle East 2.7% 0.7% -2.5%

17 Bombay Asia 2.6% 1.0% 0.5%

18 Edinburgh Europe 2.5% 0.8% 0.4%

19 New York City North America 2.0% 1.2% -0.6%

20 Tokyo Asia 1.8% -4.7% 1.2%

21 Delhi Asia 1.7% 0.0% 0.0%

22 Hong Kong Asia 1.7% -2.2% -2.5%

23 London Europe 1.3% 1.4% 0.3%

Position City World Region Year-on-year %
(Sep 14-Sep 15)

6-month %
(Mar 15-Sep 15)

3-month %
(Jun 15-Sep 15)

FIGURE 3
Global prime cities index Q3 2015
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Resales

7%

3%

1%

2% 2%

0%

8%

Sa
la

m
an

ca

C
ha

m
b

er
í

El
 V

is
o

Ju
st

ic
ia

H
ab

an
a

Je
ró

ni
m

o
s

C
as

te
lla

na

FIGURE 4
Demand pyramid
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Los fundamentales macroeconómicos empiezan a mostrar cierta mejoría, 
apoyando así el crecimiento que el sector inmobiliario ha experimentado en 
los últimos 12 meses.

ECONOMÍA Y FUNDAMENTALES 
INMOBILIARIOS APOYAN LA 
RECUPERACIÓN DEL SECTOR

RESIDENCIAL RESEARCH

OBRA NUEVA 2014-2015

Destacados 

El número de transacciones creció 
respecto al tercer trimestre en 2014,  
lo que confirma el interés de la 
demanda que además percibe que los 
precios ya han tocado fondo.

Tras años de incertidumbre en el sector 
residencial, se confirma el regreso de 
la actividad promotora con un aumento 
del 35% en el número de visados de 
construcción.

Significativa mejora en el segmento de 
inversión residencial, alcanzando los 
900 millones de euros en 2014 y con 
buenas previsiones para 2015.

La economía española mantuvo en 2014 
la senda de recuperación que ya se 
empezó a perfilar a finales del año ante-
rior. Signos como la progresiva norma-
lización de las condiciones de financia-
ción, niveles de confianza relativamente 
robustos y una favorable evolución del 
mercado laboral.

Las perspectivas para 2015 se prevén 
aún más favorables, apoyadas en factores 
como la evolución del tipo de cambio del 
euro respecto al dólar, la caída del precio 
del crudo y los bajos tipos de interés exi-
gidos por los mercados financieros.

La combinación de estos factores ha con-
tribuido a impulsar la actividad económi-
ca durante el último trimestre de 2014, 
cerrando el año con un aumento del 1,4% 
del PIB. 

Madrid, concretamente, continúa cre-
ciendo por encima de la media españo-
la y se espera que este año el PIB de la 
Comunidad presente un incremento del 
1,7% (frente al 1,3% nacional).

El empleo, una de las variables econó-
micas más relacionadas con la capaci-
dad de compra inmobiliaria particular, ha 
mejorado notablemente en los últimos 
meses. De hecho, durante 2014 España 
creó 1.000 empleos nuevos al día y las 
perspectivas para 2015 son similares. 

Respecto a la evolución de los precios, se 
prevén tasas de inflación, medidas por el 
IPC, muy reducidas a lo largo del horizon-
te de proyección, con tasas promedio del 
0,1% y del 0,7% en 2014 y 2015, respec-
tivamente.

La demanda retenida, a la espera del 
ajuste final de precios, la paulatina rea-
pertura de la financiación hipotecaria y la 
incipiente reactivación del sector inmobi-
liario, reflejan signos positivos en el mer-
cado de compraventa de viviendas.

El papel desempeñado por Sareb, adqui-
riendo activos a las entidades financieras, 
ha contribuido al éxito con el que las enti-
dades financieras españolas han supera-
do las pruebas de solvencia del BCE.

“La concesión de hipotecas 
se ha disparado un 31% 
respecto al año anterior.  
La financiación es el motor  
de arranque del nuevo ciclo.”

ERNESTO TARAZONA
Socio. Director Residencial y Suelo

GRÁFICO 2
Transacciones formalizadas de 
obra nueva según estado de 
ejecución
Madrid Capital

TERMINADA 18%

EN CONSTRUCCIÓN 82% 

GRÁFICO 1
Oferta disponible por 
tipología (%)
Madrid Capital

Fuente: Knight Frank Fuente: Knight Frank
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Global House Price Index
Q2 2015

The Global House Price index recorded its 
weakest annual growth for three years, rising 
by just 0.3% in the year to March 2015.

Weighted by a country’s GDP, the index 
ensures countries such as China and the US 
have a greater influence than much smaller 
economies such as Jersey and Malta. 

With some of the larger economies such 
as Japan, France and crucially China all 
experiencing housing market slowdowns, 
this is masking the fact that overall we are 
seeing more sustainable growth amongst a 
larger number of countries.

Around 75% of countries tracked by the 
index recorded flat or positive annual price 
growth in Q1 2015, three years earlier this 
figure was closer to 47.2%.

Hong Kong leads the annual rankings this 
quarter with mainstream prices ending the 
year nearly 19% higher in March. A lack  
of supply along with the popularity of  
smaller apartments due to affordability 
constraints is behind the acceleration in 
mainstream prices. 

Russia and the CIS represent the index’s 
weakest-performing world region with  
prices down 2.3% year-on-year, Ukraine’s 

Results for Q1 2015
The Knight Frank Global House Price 
Index increased marginally by 0.3% in 
the 12 months to the end of March 2015.

Despite the cooling measures in place 
Hong Kong leads the rankings (up 
19% year-on-year), due to tight supply 
pushing up mainstream prices

The weakest-performing world region 
is now Russia & CIS with prices down 
2.3% on average year-on-year

Seven of the top ten countries ranked 
by annual house price growth are now 
in Europe

Ukraine, Cyprus and China occupy  
the bottom rankings for annual  
price growth, falling 15.5%, 8.2%  
and 6.4% respectively

KATE EVERETT-ALLEN 
International Residential Research

“ Around 75% of countries tracked 
by the index recorded flat or 
positive annual price growth in  
Q1 2015, three years earlier this 
figure was closer to 47%.”

Follow Kate at @keverettkf

For the latest news, views and analysis on 
the world of prime property, visit Global 
Briefing or @kfglobalbrief

HOUSE PRICE INDEX SEES TWO-
SPEED EUROPE EMERGING
Global house prices increased by just 0.3% on average in the year to 
the end of March but this hides the significant disparity between world 
regions. Kate Everett-Allen examines the latest figures.

RESIDENTIAL RESEARCH

GLOBAL HOUSE  
PRICE INDEX

fall of 15.5% in annual terms having a 
significant bearing.

European countries which claimed almost 
exclusive rights to the bottom half of the 
rankings for several years are now more 
evenly spread with seven of the top ten 
countries now located in Europe. Turkey, 
Ireland, Luxemburg and Estonia rank 
highest, all registering double-digit  
annual growth.

But a two-speed Europe is increasingly 
evident. Cyprus, Greece, France and Italy 
sit amongst the 10 weakest-performing 
markets, notable by their absence however 
are Spain and Portugal. Prices in Spain are 
now rising at their fastest rate in six years 
due in part to improved mortgage lending.

The two bellwethers of global housing 
economics, China and the US, are pursuing 
divergent courses but for how long? While 
prices continue to soften in China (down 
6.4% on average year-on-year) the volume 
of sales rose 7% year-on-year in April on 
the back of looser monetary policy. The 
US, on the other hand, recorded 4.1% 
growth in the year to March but with 
underlying inflation still rising a rate rise is 
expected later this year.

FIGURE 2 

Price growth by world region 
Annual % change to Q1 2015

Source: Knight Frank Residential Research 
* Global index is weighted by GDP, World region series unweighted

Australasia 8.2%
Latin America 5.1%
North America 4.4%
Asia 3.4%
Europe 3.3%
Africa 2.6%
Global* 0.3%
Middle East -0.9%
Russia & CIS -2.3%8.2% 4.4%5.1% 3.4% 3.3% 2.6% 0.3% -0.9%
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FIGURE 1  

Global performance  
Aggregate change in global house prices* 
(weighted by GDP)

Source: Knight Frank Residential Research 
Q1 2015 result = provisional. Excludes those countries that have yet 
to report data for Q1 2015
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FIGURE 7
Distribution of stock by district
Resales
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FIGURE 8
Distribution of stock by type
Resales 
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SUPPLY

The key factor relating to stock is the lack 
of available supply in Madrid. Of the 
€700 million of available supply for sale 
in 2014, the market has dropped to €500 
million, which equates to approximately 
30% take-up. The fact that there is vir-
tually no new-build prime supply, coupled 
with the marked decrease in resale hou-
sing stock and buyer appetite is causing 
a genuine lack of new-build supply and 
good quality resale supply.

These figures suggest that a window 
of opportunity for the development of 
new-build luxury homes and property 
refurbishments is opening up.

For the upcoming 18 months, we fore-
cast development of approximately 
80,000 sq m, situated in strategic loca-
tions and ranging between land and refur-
bishment. Recent examples are Edificio 
España, the Canalejas Complex, José 
Abascal 48, Juan Bravo 3 and Fernando 
VI, among others.

3 bedrooms 4 bedrooms 5+ bedrooms


