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■ After a decade of falling student numbers the 
number of students in higher educations has 
increased by 8%, since 2009.

■ The number of foreign students in Spain has been 
rising steadily to 3.3% of total registrations in 2010-
2011, from 2.3% in 2007-8, corresponding to about 
48,000 students. 

■ Student housing provision is currently at an 
estimated total of 90,000 places, which accounts 
for about 6% of the total number of students and 
satisfies less than 50% of the theoretical demand for 
student accommodation. 

■ The weak economic conditions have stopped or 
delayed the development of new student housing.  
Due to budgetary restrictions the public sector is 
seeking partnership opportunities with the private 
sector to start new projects. 

■ The national average rental value for public student 
halls is in the region of €650/month for the stay of a 
complete academic year on a full board basis.

SUMMARY
Student numbers are rising

Economy
The Spanish economy has reached 
a critical point following the decline 
in business activity in the last months 
and the serious tensions in the debt 
markets, after the spreads over the 
German bond yields increased to 
record levels.  

The economy contracted in Q1 2012, 
both annually (-0.4%) and quarterly 
(-0.3%). The need for deficit restraint, 
with public spending cuts and tax 
increases, as well as the public debt 
crisis, have not been good for national 
demand, production sectors and the 
labour market (unemployment rate 
remains at extremely high levels).

With depressed consumption, low 
confidence levels (both for consumers 
and businesses) and forecasts being 
constantly downgraded, the main 
threat is international speculation about 
the Spanish economy’s viability (banks, 
deficit objectives, debt yield rises).

Student registrations
According to the latest official data, 
the number of students registered in 
Spanish universities was 1.45m for 
the academic year 2010-11 and it is 
estimated that it has risen by about 
10% in 2011-12. Although the total 
number of students in undergraduate 
and graduate levels has declined 
by about 11.8% over the period 
1998-2008, since 2008 this trend has 
reversed. The number of new student 
registrations in higher education 
studies started rising again, at an 
annual average rate of 6.6%. This is an 
indication of the counter cyclical nature 
of education, as over the same period 
(2008-2011) economic expansion 
has been in decline with the annual 

average rate of GDP growth at -0.6%. 
Currently the average unemployment 
rate is above 24%, and the equivalent 
for the age group 18-34 years is at 
43.5%. With more young people out 
of work the option of returning to 
university to extend education and 
increase qualifications is becoming 
more popular. 

Moreover, the number of foreign 
students in Spain has been rising 
steadily over the past few years to 
3.3% of total registrations in 2010-
2011, or about 48,000 students, 
from 2.3% in 2007-8. Almost 40% of 
the foreign students come from the 
European Union countries, whilst a 
significant 33% comes from South 
America and the Caribbean. Over the 
past four years (2007-2011) the highest 
rise was recorded in the number of 
students coming from Latin America 
and the Caribbean (80%). The regions 
with the highest concentration of 

GRAPH 1

GDP growth vs new student registrations growth Demand for higher 
education is counter-cyclical

Graph sources: Focus Economics, Ministerio de Educación
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“The rising number of students confirms 
the counter-cyclical nature of the sector. 
Demand from foreign students is also 
rising.” Marcus Roberts, Student Housing
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foreign students are Madrid (26.5%), 
Cataluna (18.9%), Valencia (16.9%) 
and Andalucia (14.2%). 

Demand characteristics
In 2010-11, approximately 68% of 
all students registered in universities 
were under 25 years old, 6% less than 
ten years ago. In addition, 18.2% of 
the people enrolled were more than 
30 years old, which is about 14% 
higher than 10 years ago. Two trends 
are reflected in these figures: On the 
one hand the duration of studies has 
become longer as more students 
choose to work during their studies in 
order to fund their education. On the 
other hand, there are an increasing 
number of professionals returning to 
university to extend their studies.

The unemployment rate of people 
aged between 18 and 24 is at 45% 
against 26.5% and 21.3% for the age 
groups 25-29 and 30-34 respectively. 
According to the Youth Council of 
Spain the average annual salary for 
the working young population is at 
€15,884 (net income). The inactive 
young population, which does not 
seek work represents 22.3% of all 
people aged 18 to 34 years, or 2.3m 
individuals. Among them 62.7% 
are students, therefore about 1.5m 
students do not work. 

Overall, almost half (55%) of the young 
population between 18 and 34 years 
tends to live with their parents. The 
share of young people living at home 
rises to 96.6% for the age group 18-24 
years reflecting a strong family-centric 
culture. 

According to the latest 'Eurostudent' 
survey 33% of all students live with 
their parents, while 7% live in student 
halls.

Moreover, the majority of students also 
tend to live in their family home as the 
internal mobility of students is very 
low. Overall Spanish universities have 
a very high dependence on students 
from the same region, over 90% 
come from the same region in which 
the university is located. The reason 
behind this trend could be the high 
dispersion of universities and the wide  
range of studies offered, which are very 
similar in every region.

From the remaining 10% of the 
students who can be considered 
intra-regional, a significant part 
(up to one third in some cases) 
commute between regions and 
continue to reside at home, either for 
economic reasons, or due to the lack 
of availability of university student 
accommodation. 

An additional reason for the high 
number of young people living 
at the family home is the recent 
elimination of the ´´Renta Básica 
de Emamancipación´´ (RBE) that 

was economic assistance of €210/
month for people between 22 and 30 
years old with annual gross earnings 
under €22,000 who leave their family 
home. This situation has limited the 
affordability of private renting for a lot 
of young people.

Supply  
The economic and debt crisis has had 
a negative impact on the development 
of new student housing stock in 
Spain, with development completions 
dropping by 80% over the last three 
years. Completion levels which stood 
at 3,400 new places per year on 
average between 2001 and 2008 fell 
to 680 per year from 2008 to 2011. 
According to DBK, by the end of 2011, 
there was a total stock of 1,094 halls 
of residence (corresponding to about 
90,000 places). 80% of the stock are 
‘’residencias universitarias’’ (university 
student halls), while additionally there 
are the so called “colegios mayores”, 
which are halls owned by religious 
institutions or universities and can be 
private or public. These account for a 
major share of total places in Valencia 
(52%) and Madrid (46%).                 

Madrid offers the highest number of 
places in student accommodation, 

GRAPH 2

New student registrations 2010-2011 65% of new 
students are in the universities of four regions

Graph source: Ministerio de Educación

GRAPH 3

Unemployed young people (rate) 2.3m 
young people could not find a job in 2011

Graph source: OBJOVI
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“The economic situation is restricting family 
budgets and local students are becoming 
more cost conscious regarding their 
accommodation options.” Eri Mitsostergiou, 
Savills Research Europe
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followed by Barcelona, Salamanca 
and Valencia. Together these provinces 
account for almost half of the total 
stock in Spain. Most halls are rather 
small, only 1% of halls offer more 
than 400 beds. More than 40% of all 
available beds are in halls with less 
than 100 places.  

The majority of ‘’residencias 
universitarias’’ are privately owned 
and only 99 halls (11%) are in public 
ownership. The private halls account 
for three quarters of all available 
places, although there are some 
regions  where the share of public 
places is higher (e.g. Murcia 68% 
of total, Castilla-La Mancha 61%, 
Canarias 52%).     

The average student housing provision 
rate is 6% (total available places 
over total student registrations) 
demonstrating the short supply of 
student accommodation in the market. 
Based on the number of intra-regional 
students and foreign students in the 
country, who represent the theoretical 
demand of affordable student 
accommodation, overall the current 
stock satisfies less than 50% of this.

Availability
Most halls which are located in the 
main university towns achieve 100% 
occupancy during the academic year 
between October and June, while 
others have opened up to post-
graduate students and university 
lecturers to increase occupancy. 
During the summer period some halls 
have introduced summer stays for 
foreign students, teaching assistants 

GRAPH 4

2007-2011 foreign student growth Students from the developing and 
emerging markets of Europe, Africa and South America are on the rise

GRAPH 5

Dependency by age More than half of the young 
population lives at home

Graph source: OBJOVI

“The supply of student housing satisfies less than half 
of the theoretical demand. The total stock will remain 
broadly stable in 2012.” Gema de la Fuente, Savills Research 
Spain 

and other visitors to improve 
occupancy rates.

Competition among private operators 
has increased in recent years as a 
consequence of deteriorating market 
conditions and slowing demand. Due 
to the economic crisis the purchasing 
power of university students and their 
families has generally decreased while 
the number of available places has 
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increased slightly. A growing number of 
students now favour a place in publicly 
owned student halls as these are 
generally cheaper than private halls. 

For the same reason, flat-shares in 
residential apartments are becoming 
more popular, especially during the 
final years of the studies. According 
to a recent survey by one of the major 
online flat search platforms, 
fotocasa.es, there has been a 
significant increase in enquiries for 
rooms in shared accommodation 
last year. At the same time the offer 
of rooms in shared flats has tripled 
probably due to the weak residential 
investment market with house owners 
preferring to rent out their properties 
instead of selling them. Madrid, 
Barcelona and Valencia were the cities 
with the highest number of rooms 
available to rent, while Salamanca, 
Madrid and Santiago de Compostela 
were the regions with the highest rise 
in number of enquiries.
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New developments
The weak economic conditions have 
stopped or delayed the development 
of new complexes destined for 
the housing of university students. 
Nevertheless there are still several 
public institutions that are planning the 
construction of student residences, 
though the lack of public financing 
forces them into concessionary 
agreements with the private sector.

On the other hand, the real-estate 
sector continues seeking alternatives 
for the huge stock of empty housing 
blocks completed after the crisis. One 
of the initiatives that tries to utilise the 
excess of supply from developers 
and banks is called ''Ragooh''. It is a 
website that offers empty residential 
buildings for rental to students. 
Currently they have assets in seven 
cities, but the aim is to expand the 
project nationally.

Rental levels
Rents vary depending on the type 
and the location of the hall and the 
individual room. Generally, prices are 
higher in the bigger cities such as 
Barcelona and Madrid and lower in the 
provinces. 

The price ranges are very wide and 
determined by several factors such as 
the type of hall (public or private), the 
city, the provided services, duration 
of the stay, etc. By and large public 
hall prices usually are subsidised by 
the public university depending on 
the family financial status and the 
academic results, therefore public halls 
are usually cheaper than private halls. 

GRAPH 7

Gross Yields The sector is still very 
attractively priced 

Graph source: Savills

TABLE 1

Investment deals The market still dominated by local 
players

Graph source: Savills

GRAPH 6

Average student housing rents (room only) There are 
regional variations in rental costs
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Across the country the average value 
for public halls is in the region of €650/
month for a complete academic year 
at full board (excluding discounts from 
public economic aids and subsidies). 
The average price in private halls for 
the same type of room and stay stand 
at almost €950/month.

In addition the price ranges show 
a wide variation depending on the 
city and there is strong competition 
on a local level.  Due to the weak 
economic situation pricing is a very 
sensitive factor and several halls offer 
promotions and discounts for renewing 
the contract or for the frequency of 
payment (annually or quarterly instead 
of monthly).

Following the recent rental decreases, 
monthly rents in some of the residential 

markets, can beat the levels offered 
in student halls representing strong 
competition for student hall operators. 
According to fotocasa.es, the price 
of rooms in main Spanish university 
towns decreased on average by 5.9% 
yoy in 2011. The average price for a 
room was €206/month in August 2011, 
one year before it was €219/month. 
In cities like Barcelona or Madrid, 
where prices are generally higher, the 
rents decreased by 4.4% and 2.3% 
respectively; the same is happening 
in most of the other university towns 
analysed (Seville, Salamanca, Santiago 
de Compostela, Valladolid, Valencia 
and Granada).

Niche for investors 
The student hall sector has been 
seen as an investment opportunity 
for little more than one decade, when 

Graph source: Savills
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OUTLOOK
Rising demand - low supply
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■ The number of new student registrations is on the 
rise and we expect this trend to continue, supported 
by the counter-cyclical nature of the sector and the 
rising influx of foreign students.

■ A key source of demand for student housing could 
be the rising number of students from the developing 
countries of Eastern Europe and South America 
and the emerging markets of North Africa. Although 
there are only few courses offered in English, lifestyle 
and relatively low tuition fees are the main points of 
attraction for international students. Besides, the 
Spanish language attracts students originating from 
South America.

■ The current supply of student housing satisfies 
less than 50% of the demand from intra-regional and 
foreign students for accommodation. However, with 
family disposable incomes under pressure we may 
see more local students choose to study in their own 
region in order to avoid a change of residence.

■ Due to the slowdown in student hall construction 
activity and the rise in new student registrations the 
availability of places should remain tight. The student 
accommodation stock will stay broadly stable in 2012 
increasing by just 1.3% to around 91,000 places.

■ The student housing sector is emerging as an 
attractive alternative property investment opportunity, 
but it is still at its first stages of maturity. Therefore we 
expect yields to remain attractive compared to the 
other sectors in the market.

“The volume of investment activity is still 
low and yields remain attractive compared 
to other property types.” Luis Espadas, Savills 
Investment Spain

the market was mainly controlled by 
religious institutions in the private 
segment and by the universities in the 
public segment. The lack of availability, 
the high level of obsolescence of 
the facilities and services, the rapid 
growth in the number of new private 
universities, the increasing mobility 
of university students from their 
hometowns and the demand for 
modern, flexible student housing 
facilities were some of the drivers of 
the rising development and investment 
activity in this sector. Lately, the rising 
demand from investors to explore 
opportunities in alternative asset types 
in the property market has also fuelled 
a growing international interest in this 
sector.

The strongest private operators 
are still native and work under the 
administrative concession agreements 
with public universities (such as RESA), 
but several real estate companies 
have entered the business creating 
specialised divisions to develop and 
manage this type of asset. In addition, 
some companies with experience in 
other European markets have entered 

Spain (such as Victoria Hall) and some 
Spanish companies are pondering 
the possibility of crossing borders 
to initiate their expansion into other 
European countries where student hall 
investment markets are more mature.

Yields
Regarding yields, due to the opacity 
in this market and the shortage of 
comparables we can only provide our 
estimates on yield levels according to 
our market knowledge and sentiment. 
For prime assets gross yields stand at 
7.0-7.25%, assuming that:

•	 They are located in a main city, 
with one or several important 
universities;

•	 They have agreement/s with the 
university/universities in the area;

•	 They have a relevant presence of 
international students;

•	 They are well marketed and ;
•	 They have a wide range of 

services and leisure. 

For secondary assets the gross initial 
yield would be in the region of 8.5%. ■


