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Economic Overview
The GDP growth during the 
four quarters of the year 
confirms that the Spanish 
economy is progressing more 
slowly. The year ended at 
2.6%, four tenths below the 
level of the previous year, but 
still above the average for the 
Euro Zone (which stood at 
1.9%). According to Focus 
Economics, the economic 
slowdown in Spain will 
continue over the next three 
years. Yet, the Spanish GDP 
growth will remain above that 
of the Eurozone.

According to national 
accounting data, the 
employment grew by 2.5% in 
2018, in line with the 
performance of the economy. 
The unemployment rate 
continues to trend 
downwards, for the 23rd 
consecutive quarter. On 
average in Spain, it stood at 
15.3% in 2018 and at 14.45% in 
Q4 2018.

Focus Economics finds that 
the slowdown of the economy 
will not negatively impact the 
labour market as it predicts a 
downward slope over the 
coming years.   

The latest data on the number 
of people registered with 
Social Security (December 
2018) is already close to 19m, 
which is finally approaching 
pre-crisis levels. At the 
national level, the province of 
Madrid accounts for nearly 
20% of the total number of 
affiliates and registers an 
unemployment rate below 
the Spanish average (11.54%).

Take-up and Demand
The Madrid office market exceeded 
the take-up level of 600,000 sq m 
for the second consecutive year 
(exclusive use of offices and semi-
industrial buildings). 

More precisely, 607,500 sq m 
were transacted last year. This is 
22% above the 20-year average. 
However, this 10% down compared 
to the previous year. 

The decline was mainly due to 
the low participation of the public 
administration during 2018. 
While in 2017 they accounted for 

more than 110,000 sq m (17% of 
the total), in 2018 the presence of 
government institutions seeking 
office space was very minimal, 
barely 2%.

The largest transaction by a public 
institution recorded in 2018 was 
related to another one signed in 
2017. The Intervención General 
de la Administración del Estado 
(a department of the Ministry of 
Finance) secured 4,200 sq m on 
Agustín de Foxá, 25, after having 
signed 17,500 sq m in Q4 2017, the 
former headquarters of Barclays in 
Mateo Inurria.

In terms of the number of deals, 
the market also posted a fall 
of 11%. The average size deal, 
however, grew slightly until 
returning to 1,000 sq m. 

Deal Size
Another reason for the reduction 
of annual take-up volume could 
be attributed to the so-called 
megadeals (> 10,000 sq m). 
During 2018, there were only two 
megadeals, both >20,000 sq m, 
which accounted for just 9% of 
the total, while in 2017 the six 
deals of >10,000 sq m (four of 

Second consecutive year with take-up volume above 
600,000 sq m.

The demand for office space from the private sector is increasing. The 
limited activity of the Public Administration during 2018 resulted 

in a decline in take-up in the Madrid office market. Taking into 
consideration only private companies, the market grew by 6%  
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Graph 1: Annual Take-up

Source Savills Aguirre Newman
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The service sector continues to account for the lion ś share, with 
35% of the take-up. Within this category, coworking companies 
stand out, which have steadily gained in importance since 2004 
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them undertaken by the public 
administration) represented 13% of 
the take-up. 

In terms of size range, it should 
be noted that deals between 1,000 
and 3,000 sq m in 2018 exceeded 
the number of agreements 
registered in 2017 by 14% (113 in 
2018 compared to 99 in 2017), 
although the bulk of the activity 
was concentrated in spaces of 
<500 sq m (52% of the total).

Activity by Market Zone
The distribution of activity with 
respect to the M-30 ring road has 
been very homogenous, both in 
take-up and number of deals. In 
both cases, the percentages stood 
at around 50%.

The analysis by zones shows that 
the activity was located mainly 
in the urban area, accounting for 
30% of the spaces taken and 32% 
of the deals signed, and the inner 
Periphery, with 35% of the take-up 
and 26% of the deals.

Manoteras, in the first tier of the 
periphery, with just over 55,000 
sq m (27% of the inner periphery), 
was the most active submarket, 
followed by Julián Camarillo, 15% 
and Paus, 14%. The boost came 

from large transactions exceding 
9,000 sq m in new or refurbished 
buildings, as well as ongoing 
construction. 
The lack of available large quality 
spaces inside the M-30 ring road 
favours the search for alternatives 
options in suburban locations. 

Coworking
The take-up volume of coworking 
spaces has reached 10% of the 
total take-up last year. Since 2014, 
the proliferation of this type 
of business has grown steadily, 
and all signs point to this sector 
continuing to expand in the coming 
years. The average deal size has 
doubled over the last four years to 
reach 2,500 sq m in 2018. 

The average deal size has remained 
stable compared to 2017 due to, 
on the one hand, the entry of new 
companies seeking smaller spaces, 
and on the other hand, the take-up 
by some large companies of entire 
floorspace or even entire building. 

In fact, occupiers consider that 
the existence of coworking spaces 
within the same building adds 
value to the property, which 
allows them to have additional 
workstations or professional space 
for specific needs.

Current and Future Supply
Some 1.29m sq m was available in 
the Madrid office market at the 
end of 2018, reflecting a vacancy 
rate at 9.8%, which is four tenths 
below the Q4 2017 figures. Hence, 
the available space on the market 
continues to gradually trend 
downwards. 

The prime area, with just under 
3% of available space, has its 
supply options on the market 
increasingly limited.  Several 
of the new and refurbished 
buildings, recently delivered or 
reincorporated into the CBD 
market, still have vacant spaces, 
leaving the vacancy rate at 
7.8% (the highest level in the 
three zones within the M-30). 
It is important to note that the 
occupier demand clearly places a 
premium on quality spaces, which 
register, not only an average deal 
size higher than that of outdated 
buildings, but also command 
higher rental values.

Outside the M-30, both inner and 
outer periphery, have a vacancy 
rate exceeding 10%, although the 
analysis by submarkets shows 
some performance to be very 
similar to the Castellana prime 
area.

The vacancy rate continues to trend downwards. The positive demand 
performance and the favorable reception of the new quality supply will 

allow the downward trend to continue in the next months  

Table 1: Main Deals - Occupier Market - Q4 2018

Take-up totaled 606,500 sq m 
in 2018. 22% above the 20-year 

average.

The number of deals far exceeds 
(34%) the annual average level in 

the 20-year historical series 

The areas with low supply levels 
boost rental values.  The entry of 
new and refurbished space that 

improves the quality of stock and 
establishes new quality standards 

is another factor that favours 
rental growth. 

The lack of available spaces in the 
prime and CBD area letting activity 

towards secondary areas, which 
have more supply alternatives.

Source Savills Aguirre Newman / *advised by Savills Aguirre Newman

Tenant Market Zone Floor Area (sq m) Activity Sector

Catalana Occidente Urban Area  21.500   Insurance Company

Sacyr East Zone  8.000   Property Company 

Repsol Urban Area  7.000   Energy

Solvia A1  5.600  Bank - Finance

Spaces Urban Area  4.600   Coworking

Dentix Northeast Zone  3.250   Business Services

Keytron A1  3.100   IT

Spaces Prime  3.100   Coworking
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Graph 3: Future Supply by Marketing Status at the Delivery

Graph 2: Vacancy Rate and Rents

Graph 4: Investment in Madrid by Quarter

Over the next 24 months, the incorporation 
of just over 411,000 sq m of new and 
refurbished spaces into the market is 
expected, 325,000 sq m (80% of the total) 
of which are still vacant. The interior part of 
the M-30, with 145,000 sq m, will account 
for 44% of the total speculative space. By 
volume, it is important to highlight the 
Río de Inmobiliaria del Sur project in the 
surrounding area of Operación Calderón, 
however, the development of the only new 
office building on Paseo de la Castellana 
number 94 also deserves special mention. 
On the periphery, it is important to note the 
Zona Este, with 64,000 sq m distributed over 
four projects between Julián Camarillo and 
the first stretch of the A2, followed by the 
Zona Noreste and the A1, both with 33,000 
sq m. 

Rents
The average closing rent in office buildings 
(exclusive and semi-industrial) stood at 
€16.90 per sq m/ month, representing an 
annual increase of 9%. The zones within the 
M-30 registered higher increases than those 
of the periphery, which grew on average by 
3%, but it is important to mention that there 
are fewer and fewer submarkets in negative 
growth.

Despite the reduction in the number of 
transactions registered during 2018, there 
was an increase of 30% in the agreements 
recorded between €25.00 and 34.99 per sq m/
month (80 deals in 2017 and >100 in 2018). 
Transactions in the range between €10.00 
and 14.99 per sq m/month continued to be 
the most frequent, but their percentage was 
reduced in contrast to the total (30% in 2018 
compared to 35% in 2017 and 41% in 2016).

Strong office demand is pushing rental levels 
upwards. The prime rent in Prime CBD 
stands at €33 per sq m/month and prime rent 
outside the M-30 at €18 per sq m/month.

Investment
In 2018, the investment volume in Spain 
reached €2,800m, representing a 17% y-o-y 
increase, after two years of decline in activity 
due to the lack of available products on the 
market. 

Madrid accounted for 72% of the national 
total, with nearly €2,000m, representing a 
40% y-o-y increase.   

The entry into the market of several 
mandates partially mitigated the lack of 

The entry of new products into the investment market 
recovered the activity in 2018 (+40% y-o-y). The new 

mandates attract investor interest, both national and 
international, but there continues to be    off-market 

activity in parallel
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available product.  However, although the 
situation has been assuaged, the active 
mandates fail to respond to a demand 
from companies with strong interest in 
participating in a market that they consider 
healthy and safe.

The lack of product in Prime and CBD 
locations diverted attention towards the 
urban area and consolidated business zones 
on the periphery. The area outside of the 
M-30 accounted for 63% of the transactions, 
when in the historical series it barely made 
up 40%. The most active areas, in terms 
of volume, were Campo de las Naciones 
and its nearby areas, Manoteras and Julián 
Camarillo, which accounted for 29%, 16% and 
15%, respectively, compared to the total of the 
periphery.

Foreign investors continue to dominate 
the Madrid office market. In 2018, they 
represented 60% of the total volume, while 
they barely reached 30% in the historical 
series. 

European and American funds have been 
the most active in the market, with 46% 
and 15% of the total, respectively.  Among 
the Europeans, it is important to highlight 
British investors accounted for almost half 
of the total volume, followed by France and 
Switzerland, both with 20%, and Germany, 
with 13%.

The year 2019 has got off to an excellent 
start, already registering one third of the 
2018 annual total. In the y-o-y comparison, 
the €650m identified up to February more 
than doubles the figures recorded in Q1 2017, 
representing the best first quarter since 2007. 

Yields 
Yield levels have remained stable in all areas. 
Prime CBD continues to hold at 3.25%, 75 
basis points below the yield recorded in 2007. 

The prime product outside the M-30 and 
the secondary product in the city remain at 
the level of the last market peak, at 4.75% 
and 4.50% respectively. Only the secondary 
product outside the M-30, currently at 
6.25%, is way above the 2007 figures, 
which will allow for adjustments based on 
the performance of the rest of the market 
fundamentals.  

Outlook

• The Business Confidence Index of 
Madrid underlines the healthy 
business climate of the capital. 
Although the indicator is slightly 
below the national total, it shows a 
stable evolution compared to the 
previous year, while the figures for 
Spain fell by 2%. In terms of 
expectations for the coming 
quarter, Madrid also surpasses the 
number of national forecasts.

• The favourable perception, 
together with the forecast of a 
continuous decline of the 
unemployment rate, are factors 
that support the healthy climate of 
the Madrid office market. 

• The supply of office space from 
new developments and 
refurbishment projects will 
improve the quality of stock that 
still has a high level of disrepair. 
Only 20% of the stock has been 
constructed, refurbished or 
upgraded since 2010.

• The improvement in the quality of 
available spaces will be one of the 
significant factors in increasing 
rents. 

• Investors remain interested in the 
Spanish real estate market. The 
destabilising elements (such as 
regional policy or the snap 
elections) have not influenced the 
market fundamentals, which 
continue to show strength. In 
Europe, Spain is one of the 
strongest countries in terms of 
investor confidence, with the 
advantage of the property market 
being well below the average price 
levels. 

Table 2: Main Deals - Investment Market Q4 2018

Source Savills Aguirre Newman / *advised by Savills Aguirre Newman

The solid fundamentals of the office market with interest 
rates still at 0% (which the ECB will maintain at least until 

summer) will continue to attract investor activity.

Asset Market Zone Purchaser Vendor

 Avda. de América, 38 - 

Gas Natural 
 Urban Area  Private investor  Beach Bienes Inmuebles 

 Albarracín, 31  East Zone  Zambal  Acciona 

 Velázquez, 94 (*)  Urban Area  Caser Private investor

 Camino Fuente de la 
Mora, 2 

 North Zone  Gonvarri  Liberbank 

Gran Vía, 43 (*) Urban Area Henderson Mutualidad de la Abogacía

 General Lacy, 23 (*) Urban Area 
 Lasalle Investment 

Management 
 Private investor

 Monforte de Lemos - 
Ed. La Vaguada (sede 

Alcampo) 
 Urban Area  Unibail-Rodamco 

 Lasalle Investment 

Management 

 Travesía de Costa 
Brava, 2-4  North Area 

 Merlin Properties 

Socimi 
 Blackstone 
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