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SUMMARY
Market indicators confirm expanding property cycle

■ Gross take-up to September 
exceeded 400,000 sq m (+12% 
y-o-y) despite the fact that, in the 
same vein as last year, no mega-
deals were completed between 
January and September. 

■ The year-end total is expected 
to remain above the 500,000 sq m 
mark, which would make it the third 
consecutive year to exceed the level 
traditionally adopted to indicate a 
healthy market.

■ The vacancy rate continues to 
trend downwards, with the overall 
market closing out the quarter at 
10%. The prime area of the CBD is 
almost fully occupied, with a vacancy 
rate of just 3%. 

■ Following the lull, there is now a 
revival in development activity. Just 
over 200,000 sq m is expected to be 
delivered between now and 2019, 
with 77% of this located outside of 
the M-30. Currently 100% of this 
space is available (speculative).

■ Several of the largest spaces let in 
the last quarter also registered some 
of the highest rents, pushing the 
weighted average for closing rents up 
to €18 per sq m/month. 

■ The percentage of leases signed at 
over €25 per sq m/month grew (13% 
in 2017, up from 6% in 2016), whilst 
the percentage signed in the €15 per 
sq m/month bracket dropped (55% 
in 2017 down from 66% in 2016).

■ Just over €1 bn were transacted to 
September in the Madrid investment 
market and equates to 57% of the 
total volume invested in Spain. This 
is down 6% y-o-y, mostly as a result 
of the continued lack of available 
supply.

■ International investors are 
increasingly active, now accounting 
for 55% of the total volume invested. 
They are no longer simply involved 
in large-volume deals concerning 
secondary market product, but are 
also competing directly with Spanish 
investors for the best supply in prime 
areas. In fact, four out of the five 
transactions with the highest prices 
per sq m (over €8,000 per sq m) were 
signed by international investors.

Source: Savills Source: Savills / INE

GRAPH 1

Annual Take-up by Quarter
GRAPH 2

Prime Yields vs. Spanish Bond Yields
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Economic Outlook
The Spanish economy is benefitting 
from a real upswing, growing by 
3.1% y-o-y in Q2 according to INE 
and topping 3% for the ninth quarter 
in a row. Forecasts for H2 2017 also 
indicate growth holding firm around 
this level, which would allow the 
year to close at 3%.

GDP forecasts have been constantly 
revised upwards since the start 
of the year, when y-o-y growth of 
2.3% was initially anticipated. This 
is thanks to the upbeat performance 
registered in the main economic 
indicators and its subsequent 
positive impact on investor 
confidence in the Spanish economy.

With regards to the jobs market, 
employment grew by 2.8% in Q2, 
according to national accounting 
data. The latest EPA figures also 
seem to have started to pick 
up, with unemployment falling 
continually since it peaked in 2013, 
and is expected to continue to do 
so until 2021, according to Focus 
Economics.

Business confidence also appears 
to be strengthening in the face of 
economic growth. The business 
confidence index for Q3 published 
by INE was up 4.3% y-o-y thanks 
to the increasingly favourable 
sentiment among business 
managers up to 24.4% from 20.3%, 
and the drop in the number of 
unfavourable opinions, down to 
16.7% from 21.4%.

Take-up and Demand
This was the third consecutive 
quarter with no mega deals (over 
10,000 sq m), although the almost 
410,000 sq m let to September is 
already 12% above 2016’s FY figure. 

However, the lull during the summer 
period took its usual toll on the 
market, with 100,000 sq m taken, 
the same amount as Q3 last year, 
5% above the historic average and 
12% above the average volume for 
the last five years.

The total number of leases signed 
decreases by 12%, pushing the 
average space taken up from 780 sq 
m to 860 sq m.

Deal Size
We would highlight that during the 
first nine months of 2017, 33 leases 
for spaces of more than 3,000 sq m 
were signed, already topping the 2016 
annual total of 31. 

The location of these offices let is also 
worth noting, as whilst 68% of were 
located in out-of-town areas in 2016, 
55% have been located within the 
M-30 in 2017.

The two largest lettings in Q3 were 
both in the region of 5,500 sq m 
and both located on the Castellana. 
Pontegadea has signed an 
agreement with A&G Private Bank for 
Castellana 92, (before the legal firm 
Baker&McKenzie has left the property 
to relocate to Edificio Beatriz on Calle 
José Ortega y Gasset). 

The interest in shared workspaces 
is becoming increasingly popular 
in Spain, attracting international 
operators such as We Work, which is 
now based at Madrid’s Castellana 43, 
and is shortly set to open its Barcelona 
headquarters at 22@.

Activity Sector
Following the trend seen in other 
European cities, the business centre 
and co-working spaces segment is set 
to take on an increasingly important 
role. 

Whilst space taken by these types of 
businesses in Madrid and Barcelona 
represented just 3% in 2016, in the UK 
it accounted for 10%. 

The arrival of international operators 
specialising in this business in their 
home countries, and who are also 
present in other European cities, will 
kick-start a segment which, up until 
now, has mostly been driven by small 
local businesses. 

As well as We Work, the global 
leader in business centres, Regus, 
has launched a new shared office 
model called Spaces, which boasts 
an innovative workspace design 
that favours communication and the 
exchange of ideas.

Demand for different spaces hails 
mostly from small firms and start-
ups, many of whom are linked to the 
technology sector, and are searching 
for flexible solutions both in terms of 

GRAPH 3

Main Economic Indicators

GRAPH 5

No. of Deals by Rent Range in 
Commercial Office Buildings**

Source: Savills / *until 3T / **including High-Tech Buildings
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Vacancy Rate and Average Rent in the 
Madrid Office Market

Source: Savills / *until 3T
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GRAPH 6

Investment Activity

space and rental terms and conditions.

Current and Future 
Supply
The overall Madrid market vacancy 
rate continues to fall, and ended Q3 
2017 at 10%. The prime area of the 
Castellana is almost 100% occupied, 
with a vacancy rate of just 3%. The 
return of refurbished spaces to the 
office market is helping to keep 
the CBD vacancy rate above 10%, 
although we would stress that this area 
has accounted for almost a third of 
total refurbished space in recent years.

The vacancy rate in the areas outside 
of the M-30 remains in the region of 
12%, with the inner suburbs slightly 
below 10%, and the furthest tier from 
the centre standing at close to 15%. 

The Banco Popular headquarters on 
the first stretch of the A-2 is the first 
new development to come onto the 
market since 2015 (when construction 
of BBVA's headquarters in Las Tablas 
was completed). 

New developments expected before 
the end of 2019 will deliver a total of 
over 200,000 sq m, mostly located 
outside of the M-30 (77% of the total). 
Of these, we would highlight Torre 
Chamartín, as it will be one of the first 
new-build developments to come 
onto the market following the five-year 
hiatus in developer activity, and the 
first tower to be built in the A-1 hub.

Rents
The average weighted closing rent for 
offices continued to rise. The €18 per 
sq m/month registered in Q3, equates 
to a 16% y-o-y increase, given that 
several of the lettings which have been 
closed at higher rents (over €30 per sq 
m/month) were also among the largest 
lettings in terms of size. Rents inside 
the M-30 are growing faster than in 
out-of-town areas, where they remain 
stable. 

Rents above €25 per sq m/month are 
becoming more commonplace (13% 
of the total between January and 
September 2017, compared to 6% in 
the same period of 2016), whilst the 
percentage of deals below €15 per 
sq m/month is falling (55% in 2017 
compared to 66% in 2016).

Healthy demand has put upward 
pressure on achievable rental values, 
with the prime CBD rent now standing 

at €30 per sq m/month, up 9% y-o-y, 
and 29% closer to the last market 
peak.

The prime market outside of the M-30 
registered more tentative growth, 
up by 6%, whilst the areas furthest 
from the centre climbed by just 3%, 
although the achievable rent remained 
unchanged q-o-q. 

Investment Market
The volume transacted in the office 
market between January and 
September exceeded €1.89bn, a 12% 
y-o-y increase. Madrid, at slightly more 
than €1bn, accounted for 57% of the 
total and remains the number one 
market. 

Barcelona’s investment volume stood 
just shy of €800m, more than double 
the amount registered between 
January and September of 2016. 
The political instability will take its 
toll on the year-end figure, not only 
in Barcelona, but across the entire 
country. In fact, the first impacts 
have already been seen, with the risk 
premium rising and the stock market 
plummeting.

Investment volumes in Madrid fell 6% 
y-o-y. This can still be largely attributed 
to the lack of product on the market, 
especially in terms of prime property. 
Furthermore, the individual value of 
the properties in the Boston portfolio 
has not only affected the total market 
volume, but also pushed down the 
average price per sq m for out-of-town 
areas. Inside the M-30, however, this 
average continues to grow, having now 
exceeded €6,000 per sq m.

Cross-border Activity
National investors no longer hold 
the top spot in the market, with 
international investors now accounting 
for 55% of the total, compared to the 
30% they once held. 

In recent years, the aggressive stance 
of national investors insofar as prime 
product was concerned pushed 
international investors towards more 
secondary properties, generally with 
larger lot sizes, but with a lower price 
per sq m and almost always in areas 
outside of the centre. 

However, four out of the five deals 
with the highest prices per sq m were 
signed by international investors. 
All of these transactions took place 

within the M-30, and all of them 
exceeded €8,400 per sq m, although 
the properties in which part of the 
space is in the process of applying for 
a change of use to retail were the most 
expensive. 

Regarding Spanish investors, Socimis 
accounted for 46%, followed by 
private capital, at 22%. Socimis were 
also active on the sell-side of the 
market. The total of just over €110m 
equates to 10% of the overall total, but 
the Hispania portfolio is expected to be 
completed by the end of the year.

Yields
The supply-demand imbalance 
continues to drive yields down, which 
is reflected by the fact that some one-
off transactions were closed below the 
achievable yield.

Comparing current achievable yields 
with the figures registered during the 
last market peak shows that there 
is still room for further tightening in 
certain areas and for certain product 
types. The yield in the prime CBD area, 
which stands 100 basis points below 
the 2007 figure, is expected to remain 
stable. The current growth being seen 
in rents will help to drive prices per sq 
m upwards.

Prime properties outside of the M-30 
and secondary properties inside the 
M-30, both at similar levels to 2007, 
could see further adjustments, whilst 
the areas furthest from the centre, 
still 100 points above 2007’s level, 
could see further yield compression, 
although rental growth has not run its 
full course.   ■  
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■ The recovery of demand in the occupier market 
will allow take-up to exceed the 500,000 sq m 
barrier for the third consecutive year, a level 
traditionally used to indicate a healthy market.

■ The amount of available supply continues to 
fall, despite the amount of new and refurbished 
properties coming onto the market. In September, 
these represented just 25% of total supply, mostly 
located in and around the Castellana hub.

■ Rental prices continue to trend upwards. 
Prospective tenants have accepted the fact that 
the refurbishment and improvement works carried 
out in recent years have pushed up rental prices 
compared to other properties in the area and are 
even looking to sign pre-let agreements before the 
property is delivered. 

■ The pipeline of projects between now and year-
end stands at almost €1.2bn, which would put 
this year’s total volume on a par with 2016’s. The 
Hispania portfolio would account for a third of this 
total potential investment volume. There is also a 
potential €900m of investment deals that could be 
closed in 2018. 

■ The supply-demand imbalance is tightening 
yields, although the yields of the best properties in 
prime areas (more than 100 basis points below the 
last market peak) are expected to remain stable. 
Rental growth will continue to drive up the price per 
sq m.

TABLE 1

Main Deals - Occupiers Market Q3 2017

Tenant Market Zone
Floor Area 

(sq m)
Activity Sector

We Work Prime 5,450   Professional Services

A&G CBD  5,350   Bank

Homeaway CBD  5,000   Professional Services

Philip Morris Urban Area  4,000   Industry

Abante CBD  4,000   Professional Services

BGC Urban Area  3,600   Professional Services

Source: Savills

Source: Savills / *advised by Savills

TABLE 2

Main Deals - Investment Market Q3 2017

Asset Market Zone Buyer Seller

CBD* CBD International Fund Private Investor

Carrera de San 
Jerónimo, 14

Urban Area Remer Investment Mutua Madrileña

Gran Vía, 18 Urban Area CBRE GI Private Investor

Pº Recoletos, 5 Prime MSG Seguros Private Investor

Arturo Soria, 336 East Zone Inmobiliaria Colonial Lar España RE


