M A R K E T B E AT

ITALY
Retail Q1 2021
ECONOMY OVERVIEW
YoY
Chg

12-Mo.
Forecast

€14,000
Milan Prime Rent /sqm/yr

€12,500
Rome Prime Rent /sqm/yr

€900
Shopping Centres Rent /sqm/yr

ITALIAN ECONOMIC
INDICATORS Q1 2021

-1.5%
GDP Growth

10.0%
Unemployment Rate

0.5%
Consumer Price Index

-11.3%
Retail Business Confidence Growth

-6.3%

Recent GDP data showed a recovery in Q3 2020, but the second pandemic wave caused a drop in Q4. With the recent tightening of
containment measures, forecasts for Q1 2021 are still for a contraction, but in the following quarters GDP is expected to rebound. As a whole,
2020 recorded a fall of -8.8%, but GDP is projected to grow by around 5.0% in 2021 and return to pre-pandemic levels in 2023. The improved
global outlook together with the NGEU program should sustain the growth, however in the short term, forecasts still have a high degree of
uncertainty and may depend on the evolution of Covid-19. Since Q3 manufacturing, driven by exports, and constructions are recovering, on
the other hand, services are suffering due to impact of restriction measures. Unemployment is still relatively stable due to employment
protection schemes and dropping participation rate, whilst employment showed a sharp fall compared to pre-pandemic levels (-945k persons
year over year at February); nevertheless the labour market is expected to improve in the next quarters. Support measures drawn up by the
Government limited the decline in household’s disposable income, but consumption is still suffering since household spending is partly held
back by fears of the pandemic or by the restrictions themselves.

OCCUPIERS & INVESTMENT FOCUS
The endurance of the pandemic and of restrictive measures kept the situation unchanged with respect to the previous quarter, even though
the vaccine campaign is starting to show weak, but positive perspectives.
Both high street and shopping centres stores experienced lower performances, due to government closures and to the lack of tourism and
workers, particularly in city centres. Occupiers’ attitude remains cautious, especially for F&B, entertainment and service segments.
The market is accepting and adapting to this moment, with Landlords and tenants reaching mutual temporary agreements on monthly basis
mainly, but in some cases for longer periods of time, until year end. Facing increasing competition from e-commerce, some tenants are aiming
to reduce store areas, while others are studying new layouts to combine physical and online sales. Prime rents were stable in Q1, with lower
initial values, often combined with incentives, but with steady headline rents. Milan’s luxury retail market, especially Via Montenapoleone
remains the top desired location; in fact the only available unit was immediately let to a new brand with a higher rent.
Investors are still cautious towards the retail sector, since it is still highly impacted by containment measures, and are waiting to see if in the
next months retailers will perform at the same levels as in June-October 2020 when restrictions were lifted.

OUTLOOK
Investors are very selective and the attention is towards premium assets with strong fundamentals, as well as assets that had solid
performances during the pandemic and proved a good degree of resilience such as Supermarkets, DIY and Electronics. Good conditions,
such as lack of break options and longer lease terms, are crucial. Another aspect which is considered more and more important is ESG factor,
since buildings’ environmental impact is becoming fundamental for both landlords and tenants.
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MARKET STATISTICS (*)
SUBMARKET

PRIME RENT

1 YEAR GROWTH

5 YEARS CAGR

PRIME YIELD (NET*)

10 YEARS HIGH

10 YEARS LOW

Milan

€ 14,000

0.0%

1.9%

3.00%

4.75%

2.75%

Rome

€ 12,500

2.2%

3.1%

3.00%

4.75%

2.75%

Venice

€ 7,000

-2.8%

11.8%

4.00%

5.25%

3.75%

Florence

€ 6,000

-4.8%

5.9%

3.75%

5.25%

3.50%

Turin

€ 2,200

0.0%

4.1%

4.25%

5.50%

4.00%

€ 900

0.0%

1,1%

5,85%

6.50%

4,75%

Shopping Centres
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KEY LEASE TRANSACTIONS
PROPERTY

SUBMARKET

TENANT

Via Monte Napoleone

Milan

Harry Winston

Via Torino

Milan

Portobello

Corso Buenos Aires

Milan

Venchi

Via Toledo

Naples

Ray-ban

Via Mazzini

Verona

Liu-Jo Uomo

KEY SALES TRANSACTIONS
PROPERTY

SUBMARKET

PROPERTY TYPE

SELLER

BUYER

Venezia

Single Asset – Big Box

Blackstone

Private

L’Arsenale

Treviso

Single Asset – Shopping Centre

Gruppo Basso

C-Quadrat

Brunello Cucinelli

Firenze

Single Asset – High Street

Kish Group

Private

OBI

KEY PIPELINES 2021-23
PROPERTY
MaxiMall Pompei

SUBMARKET

OWNER / DEVELOPER

Naples

IrgenRE

Merlata Bloom

Milan

Nhood

Milanord 2

Milan

Nhood

Notes:
Renewals not included in leasing statistics
*Yields are calculated on a net basis as Net Yield = NOI (1) / PP (2)
1. Net Operating Income - after deducting all non-recoverable
expenditure
2. Purchasing Price – excluding transfer costs, tax and legal fees.
With respect to the yield data provided, in light of the changing nature
of the market and the costs implicit in any transaction, such as
financing, these are very much a guide only to indicate the
approximate trend and direction of prime initial yield levels and should
not be used as a comparable for any particular property or transaction
without regard to the specifics of the property.
Yields may be based either on estimations or market sentiment,
depending on the number of transactions occurred in the selected
submarkets.
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