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The development land market has  
borne the full brunt of the financial 
and real estate crisis. The value of 
development land plummeted in value 
between 2008 to 2013, and it was in 
mid-2014 when we started to see things 
improve. The land market picked up in 
2015, and is now back on developers 
and investors’ radars once again. The 
number of serviced development land 
transactions has risen, which has 
pushed average prices per sqm up  
by as much as 12% in some 
developments in the north of Madrid.

2015 has been a complicated year 
in terms of politics. The changes in 
autonomous-local governments in 
H2 2015, the General Elections at the 
end of the year and the consequent 
political uncertainty which spilled over 
into the beginning of 2016 is likely to 
cause a slowdown in activity in the 
market. Nevertheless, investment in 
development land and refurbishment 
projects exceeded €940 million, which is 
a 5% y-o-y increase . And this increase 
in investment is even higher if we just 
focus on Madrid - where investment has 
risen by almost 10%.

Supply

Around 3.3 million buildable sqm of 
serviced development land is currently 
available in Madrid, which equates 
to approximately 30,000 homes. 
Nevertheless, within the M-30 ring road, 
there is just 320,000 sqm of buildable 
area. This means that 10% of space 
was taken in 2015 compared to 2014, 
although we would highlight that this 
could reach 500,000 sqm if planning 
consent is granted for additional plots of 
land over the coming 18 months.

Land is starting to become more 
scarce in the Urban Development 
Areas (“PAUs”) located in the north of 
Madrid e.g. Las Tablas, Montecarmelo 
and Sanchinarro. Supply is gradually 
falling - just 50% of land is available 
in Valdebebas and 35% of land in the 
Vallecas Urban Development Area. 40% 
of buildable area in Madrid is situated 
in the El Canaveral. Urban Development 

Area, which skews the total figure for the 
city of Madrid.

The lack of supply in some areas of the 
North of Madrid has pushed demand 
for land to areas located further south 
- to areas where land sales have been 
few and far between in recent years. In 
2013 and 2014, the spotlight was firmly 
focused on Madrid, whereas in 2015, we 
saw land transactions take place outside 
of the M-40 ring road.

We would highlight some of the public 
sector’s divestment transactions, such 
as the Parque Central de Ingenieros 
de Villaverde (APE 17.02), owned by 
SEPES, plots owned by Sareb and 
assets owned by Adif.

We would highlight pre-consented 
urban extensions including Distrito 
Norte, Campamento or Operación 
Mahou (Vicente Calderon). These will 
undoubtedly contribute to the majority 
of development land in the pipeline in 
Madrid, but which the planning authority 
is currently deliberating.

THE LAND MARKET IS BACK ON 
FORM, DESPITE UNCERTAINTY

HIGHLIGHTS

Investment in land and buildings 
exceeded €940 M and increased 
almost 10% y-o-y

Over 750,000 sqm of serviced 
development land (suelo finalista) was 
sold in the metropolitan area of Madrid

Prices per sqm continue to trend 
upwards, in some specific cases 
reaching a 12% y-o-y increase

Appetite for development land is 
increasing amongst international 
investors who are looking for higher 
returns on their investments, and are 
attracted by the high yields currently 
offered by development land

Finance is gradually returning to the 
land market, with up to 40% of a 
scheme being financed, depending on 
the type of project and the purchaser
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Prices
Urban landowners, who managed to 
stand their ground during the crisis, 
remain firm when it comes to their 
sales positions. Competition between 
purchasers (developers and investors 
versus cooperative managers) combined 
with subdued demand have sought to 
bolster prices.

However, prices per sqm have risen in the 
most developed areas, with increases of 
up to 12% y-o-y in the Urban Development 
Areas (PAUs) in the north of Madrid, such 
as Montecarmelo for instance.

Within the M-30, we would note that prices 
per sqm for serviced development land 
are around €1,800, and prices per sqm for 
refurbishment projects are around €2,900.

GRAPH 5
Percentage change in prices per sqm 
by area 2014 vs 2015

GRAPH 3
Distribution map: urban land and pre-consented land for the coming 10 years
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GRAPH 4
Forecast for new available supply 
within the M-30 ring road
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Demand
The current state of the market has 
attracted land buyers who are looking 
to position themselves in the market as 
developers and promoters in the short and 
medium-term.

In this regard, demand has been 
characterised by the appearance of value-
add purchasers who are looking to add 
value via their transactions.

International investors, who are looking 
for greater returns on their investments, 
have an appetite for development land as 
it an asset that produces more favourable 
yields.

However, local developers are coming 
back on to the scene, in some cases via 
joint ventures with international funds, who 
are looking for plots of land in developed 
areas with limited new-build supply, or on 
schemes that are less developed.

In terms of volume, 36% of transactions 
in 2015 were via private capital, 31% via 
developers and 20% via investment funds. 
Cooperatives and SOCIMIs account for 
the remaining 13%.

The average investment transaction 
ranges from €12 million to €15 million for 
investors and developers and over €25 
million on average for cooperatives.

In the refurbishment sector in prime 
areas, the average size of deals varies 
between €6 million and €10 million.

In terms of geographical preferences, 
the North of Madrid remains the most 
sought after location by developers 
and investors, with some transactions 
reaching up to 185,000 sqm of buildable 
area. 190,000 sqm of space was 
transacted in the southern area, although 
we would note that 120,000 sqm of this 
relates to just one transaction (Parque 
Central de Ingenieros de Villaverde).

GRAPH 7
Type of investor 

GRAPH 6
Level of development per area
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142,000 sqm of space was transacted in 
the eastern area, whilst investment in the 
western area barely reached 23,000 sqm.

With regard to the type of transaction, 
in terms of the amount invested and the 
number of deals, 63% of transactions 
were for development land and 37% for 
refurbishment projects.

As we highlighted at the beginning of this 
report, one of the main changes in the 
Madrid land market in 2015 has been the 
fact that transactions have moved out 
from more central areas towards areas 
located outside of the M-40. We have 
seen transactions take place outside of 
the M-40 for the first time post-crisis, 
in areas such as Alcobendas and San 
Sebastian de los Reyes.

Financing
The development land market is 
inherently linked to the availability of 
finance. As a result, the development 
land market has suffered the most as a 
result of a lack of funding combined with 
increased scrutiny from organisations 
such as the BdE and financial institutions.

However, we started to see funding 
being granted for residential development 
at the end of 2014, and to a greater 
extent over 2015. Nevertheless, the 
majority of developers/investors finance 
the construction and provide equity 
to purchase the land. However, some 
financial entities are looking at schemes 
in more detail, in terms of their financial 
viability and the company looking for 
finance, and as a result developers are 
able to achieve between 40 and 50% loan 
to value.

Spreads range between 2% and 
2.5%. Although pre-let requirements 
vary depending on each scheme and 
purchaser, they are on average between 
50% and 60%.

Outlook
The biggest challenge at the moment is 
the political uncertainty. If this persists, 
investors will undoubtedly adopt a ‘wait 

and see’ approach which will stall the 
market, both in terms of the number 
of deals taking place and planning 
permission being granted for new 
schemes.

International buyers do still have an 
appetite for residential development 
land; however, in order for deals to take 
place, political and economic stability is 
required.

With regard to prices, cooperative or self-
promotion deals will push up prices per 
sqm once again to levels that are difficult 
to justify.

Prices will continue to rise within the 
inner M-30 area and the northern Urban 
Development Areas (PAUs), fuelled by 
strong pent-up demand and a lack of 
available land. However, we expect new 
development land to come onto the 
market, which will push prices per sqm 
down in the Urban Development Areas of 
Vallecas and El Canaveral.

2016 is going to be key when it comes 
to pre-app discussions and negotiations 
between the Local Authority and large-
scale landowners, the outcome of which 
will undoubtedly affect the outlook for 
development land in the city of Madrid 
going forward.

GRAPH 8
Geographical distribution of land investment
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Important notice
© Knight Frank España, S.A.U. 2016
This report is published for general information only and 
is not to be relied upon in any way. Although the
highest standards have been used in the preparation of 
the information, analysis, views and projections presen-
ted in this report, no responsibility or liability whatsoever 
can be accepted by Knight Frank España, S.A.U. for any 
loss or damage resultant from any use of, reliance or 
reference to the contents of this document.
As a general report, this material does not necessarily 
represent the view of Knight Frank España S.A.U. in 
relation to particular properties or projects. Reproduction 
of this report in whole or part is not permitted without 
prior written approval of Knight Frank España S.A.U. 
to the form and content within which it appears. Knight 
Frank España is a limited liability partnership registered 
in the Mercantile Register of Madrid with Tax ID No. (CIF) 
A-79122552. Our registered office is located at Suero de 
Quiñones 34, 28002 Madrid.

Obra Nueva 2014-2015

Knight Frank Market Reports are available at www.KnightFrank.com/Research
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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 
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