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There is little doubt that real estate as an asset class has become 

more important since the financial crisis. This trend affects high  

net worth individuals and their advisors, who must unpick the 

factors driving this and determine how best to position portfolios 

accordingly. 

In this survey by Savills and WealthBriefing, wealth managers were 

questioned on the issue. Over 90 per cent said that their clients were 

looking to either increase or maintain their real estate allocations. 

This was the case across a broad variety of real estate asset types, 

such as office buildings and residential, and across global regions. 

So the burgeoning interest in the asset class, which was spawned 

among private clients in the wake of the global financial crisis, shows 

no signs of abating and looks set to grow. According to the experts 

interviewed in this report, this reflects a host of economic and  

social factors at work. 

The climate of the last few years has been one in which identi-

fying the causes of investment movements has been particularly 

hard: monetary policy has moved in uncharted waters, the global 

financial system has seen a raft of regulations implemented in quick 

succession, without pausing to register the effects, and geopolitics 

have provided a volatile operating landscape. Real estate has proved, 

in this climate, to be a popular choice, perhaps because it gives a 

feeling of solidity in a world that is increasingly founded on  

intangible structures. Indeed, the world’s first financial institution 

dealing in a purely virtual currency has just received its licence in 

New York1. Such technological trends will inevitably affect the future 

of real estate too – what types of buildings will be required in a 

tech-driven world? Where and how will people live and work in that 

world?

While such questions cannot be answered definitively, it seems 

people will always need places to live and work. It seems highly likely 

they will always desire those places to be conveniently located to 

facilities, aesthetically pleasing and, increasingly, environmentally 

friendly. 

Therefore, despite a fast-changing world, where disruptive innovation 

is the norm, real estate is likely to remain a mainstay of the global 

investment community. And its popularity in this survey shows that 

high net worth investors will remain a key, and growing, segment of 

that real estate investment community. 

Analysing the picture globally is complex: high net worth investment 

is channelled through family offices, businesses, asset managers, 

private banks and other institutions; their capital is not one  

homogeneous category in the data. 

However, by speaking to a large sample of wealth managers for the 

survey and collecting the views of experts within the high net worth 

wealth management and property industries, this report aims to give 

an overview of some of the most interesting themes within HNW 

property investment today. 

HARRIET DAVIES

Report Author
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6 THE WEIGHT OF MONEY - How private investment is changing world real estate

In the Savills/WealthBriefing survey, 91 per cent of wealth managers and 
private bankers said their clients plan to either increase or maintain their 
direct real estate holdings; 87 per cent said clients plan to increase or 
maintain indirect holdings. This finding supports a trend that has been 
present in the last six years across investor types: global capital has flood-
ed into real estate. 

“If you look at global investable capital, there is more being invested in 
real estate today than there has been in the past,” says Craig Hughes, sov-
ereign wealth fund and UK real estate leader at PricewaterhouseCoopers. 

Among high net worth investors in particular, real estate has always been 
popular, says Yolande Barnes, director of world research at Savills. Land 
and real estate has historically been a key measure of wealth, and is often 
the first asset that people acquire with surplus capital. “You’ve always had 
this underlying ‘store of wealth’ function of real estate, it’s always been 
there,” says Barnes. “But since the GFC we’ve seen an increasing empha-
sis on income and property is becoming more important as an income 
generator.” 

Hughes says real estate investment started to increase significantly once 
interest rates hit the lows they are at today, driving yields down. “If you 
look at fixed income returns, then you look at something like real estate, 
and by its nature there’s a real asset backing it, that provides a lot of 
security. And even the most expensive deals in London will give you 3 
per cent - that’s attractive,” he says. There are also inflation hedging and 
diversification benefits to be considered.

Investment in commercial income-producing real estate hit an inflection 
point in 2009, according to transaction data from Real Capital Analytics2. 
Real estate suffered heavily in the financial crisis but rebounded more 
quickly than most would have predicted at the time. Interest rates, on the 
other hand, continue to languish nearly seven years on. 

Zoltan Szelyes, strategies & advisory at Credit Suisse Real Estate Invest-
ment Management, agrees the current low-rate environment and cor-
responding pressure on private investors to “generate decent returns” is 
driving high demand for real estate.

“PUNCHY PRICES”

This has led to intense competition for prime assets. A November 2014 
survey of real estate private equity managers by Preqin revealed that over 
half were finding it more difficult to find attractive opportunities than 12 
months earlier. 

“There are a lot of people in the market at the moment trying to buy 
assets, it’s very competitive. Pricing is being pushed up, making it more 
challenging to find value, and that especially applies to prime assets in 
the likes of London,” says Andrew Moylan, head of real asset products at 
Preqin. 

At the end of last year, residential prices in the UK capital were 35 per 
cent above their 2007 (pre-crisis) peak, and had risen 17.8 per cent over 
12 months3. 

OVER THE NEXT FIVE YEARS, HOW DO YOU EXPECT 
YOUR CLIENTS INVESTING BEHAVIOUR TO CHANGE?

Increase

Stay the same

Decrease

53%

9%

38%

The amount they will invest in direct real estate will:

Increase

Stay the same

Decrease

41%

13%

46%

The amount they will invest in indirect real estate will:

Source: Savills/WealthBriefing

THE RISING TIDE OF GLOBAL CAPITAL
SECTION 1

“IF YOU LOOK AT GLOBAL INVESTABLE 
CAPITAL,  THERE IS MORE BEING  
INVESTED IN REAL ESTATE TODAY 
THAN THERE HAS BEEN IN THE PAST”
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Assets in gateway cities are the preference of high net worth individuals, 
says Szelyes. In the Savills/WealthBriefing survey, 63 per cent and 67 per 
cent respectively of wealth managers said clients were looking to buy 
more real estate in the UK and North America, for example, both of which 
indicate demand for prime assets will remain high. 

Simon Mallinson, executive managing director for EMEA and APAC at Real 
Capital Analytics, says his firm is seeing “quite punchy prices” in some Eu-
ropean markets – not always with the fundamentals underpinning them. 
“But a lot of these investors are long-term investors,” he adds. 

“THERE ARE A LOT OF INVESTORS IN 
THE MARKET AT THE MOMENT WHO 
PRICE THE MARKET DIFFERENTLY TO 
INSTITUTIONS AND OTHER BUYERS”
“There are a lot of investors in the market at the moment who price the 
market differently to institutions and other buyers,” he says. “Institutions 
look very carefully at yields, whereas investors with very long-term holds, 
maybe high net worth families or sovereign wealth funds, have 20-30 year 
time horizons. They can price markets very differently. 

“Sometimes they simply want an asset; they are not hugely focused on 
the price, they are just able to pay more, so it makes it very difficult for 
the traditional investors,” he adds. 

FROM EAST TO WEST
 
Mallinson’s point draws on a theme raised by many contributors to 
this report: low interest rates aren’t the sole reason behind real estate’s  
popularity surge. 

Regulatory easing in Asia has unleashed big pots of money from the shackles 
of fixed income investing (see section four). While, arguably, meager bond 
returns may have precipitated such changes, they are here to stay.  And they 

will have long-term effects on global exposure to different asset classes; 
more sources of capital means more long-term competition for assets. 

As well as regulatory changes in Asia– which largely affect institutional 
rather than private capital – the sheer accumulation of capital in the East 
also means there is more Asian money of all types looking for real estate. 

“ARE WE SEEING MORE CAPITAL FLOW 
FROM EAST TO WEST? ABSOLUTELY. 
THE EAST IS GENERATING A HUGE 
AMOUNT OF SURPLUS CAPITAL”
“Are we seeing more capital flow from east to west? Absolutely. The East 
is generating a huge amount of surplus capital,” says PwC’s Hughes. 

Asia-Pacific had 50 per cent less private wealth than North America in 
2008; it had closed that gap by half in 2013. Private wealth in the region 
stood at $37.0 trillion that year, according to Boston Consulting Group4. 

Stephen Wilson, a member of the real estate practice at Withersworld-
wide, based in California, says the demand from Asian investors for US real 
estate has “definitely, definitely” been on the increase since the market 
started to improve in 2009. 

“There are several motivators, particularly for Asian clients, which is where 
we see most of the money coming from on the West Coast,” he says. 
“For Chinese investors, it’s a broad motivator, which is that when many 
Chinese achieve a certain level of wealth, they want to get their money 
out of China.”

One of the most popular assets for such investors is the very high-end 
single-family home in the San Francisco Bay Area. In the prosperous loca-
tions – such as Palo Alto, Piedmont, Hillsborough – around 15 per cent of 
luxury single-family homes are now estimated to be bought by offshore 
Chinese investors. 

WHAT ARE YOUR CLIENTS’ INTENTIONS WITH REGARDS TO THEIR REAL ESTATE INVESTMENTS OVER THE NEXT 
FIVE YEARS?
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“I’ve sat in seminars with leaders of the high-end real estate industry and 
we’ve discussed this, and 15 per cent is the latest number - but it’s also 
known to be growing,” he adds. Buyers from countries like Vietnam and 
Indonesia are just behind the Chinese in this trend. 

As wealth gets created in Asia at breakneck pace, the recovering markets 
in the West offer growth potential as well as diversification and relative 
geopolitical safety. Many of these Western markets – and notably the US 
and the UK – also offer a level of familiarity to eastern investors. “Those 
in the East are often familiar already with places like the UK; they might 
have been educated here, they might already own a home here, so an 
office building isn’t such a leap. And relative to Asia, the situation here is 
very stable, so they feel comfortable with the risk,” says Hughes. 

EASTWARD FLOWS “SUBDUED”

The reverse isn’t always true though. “The flows we have seen into the 
Asian market have been quite subdued compared to where they were 
pre-2007,” says RCA’s Mallinson. “That’s lot to do with the fact that Asia, 
historically, was a place where global capital went to; it moved from Eu-
rope, it moved from the US. But since the financial crisis, that really hasn’t 
come back to any significant extent. At the same time, we’ve seen a lot of 
capital from Asia flow into Europe.” 

Data from Real Capital Analytics shows cross-border capital flows into 
real estate from Asia-Pacific at an all-time high in 2013, at $87 billion – 
triple the equivalent figure for 20085. 

Hughes says that Western investors looking east for real estate opportu-
nities will typically want to be compensated for a perceived level of risk, 
which can price them out of the market. “A local investor will accept a 
lower return, so international investors - if local investment is available - 
can get pushed out.” 

This perceived risk, and the lack of adequately developed ownership sys-
tems and/or capital controls in some countries, means the growth in 
capital flows from west to east have not been as marked as those going 
the other way. This may change though, as property markets in the East 
develop further. 

“THE ECONOMIC STORY MEANS
PEOPLE DO WANT TO INVEST IN
ASIA; THERE’S GROWTH IN ASIA”
“The economic story means people do want to invest in Asia; there’s 
growth in Asia; but again, it’s about how do you access the right  
opportunities and skills there that will enable your investment to grow?” 
says Hughes. 

The Savills/WealthBriefing survey bore this out, with 58 per cent of re-
spondents saying their clients intend to buy real estate in Asia-Pacific in 
the next five years; the same percentage said their clients intend to buy 
real estate in the South Asian subcontinent. 

A CRASH LANDING?

Rocketing investment volumes and prices in some markets inevitably 
lead to bubble concerns. Especially when a significant driver of demand 
is widely thought to be fixed income yields. These, of course, can and will 
change. 

“Interest rates are a significant factor and of course they’ve been won-
derfully favourable to real estate for the last seven years or so, and we 

also know that’s not going to continue forever,” says Withersworldwide’s 
Wilson. 

“INTEREST RATES ARE A SIGNIFICANT 
FACTOR AND OF COURSE THEY’VE 
BEEN WONDERFULLY FAVOURABLE 
TO REAL ESTATE FOR THE LAST SEVEN 
YEARS OR SO,  AND WE ALSO KNOW 
THAT’S NOT GOING TO CONTINUE 
FOREVER”

However, there are underlying structural changes to consider. These in-
clude, as mentioned above, fast capital growth in Asia and regulatory 
changes to institutional capital there. Asset/liability matching models 
also suggest an exposure to real estate for most investors that is higher 
than their current exposure, says Hughes. So while some capital might 
flow out as interest rates rise, he does not think it will be at the rate it 
has “flown in”. 

The prime cities that have experienced extremely fast capital growth, and 
where rental yields have moved in to levels where they cannot sustainably 
move in much further, will likely experience a period of subdued capital 
growth, according to Barnes. As rents rise, yields will move out gradually 
to a level where they would be acceptable in a world of “slightly higher 
interest rates”, she says, pointing out that in the near future there is no 
prospect of a return to interest rates seen pre-crisis. 

“PRIVATE INDIVIDUALS HAVE LOST 
FAITH IN FINANCIAL INSTRUMENTS 
AFTER THE CRASH.  THEY’RE  
LOOKING FOR ALTERNATIVES TO 
PIECES OF PAPER THAT LEAVE THEM 
EXPOSED TO THE VAGARIES OF THE 
FINANCIAL SYSTEM”
There are also two factors supportive of a structural shift towards higher 
prices, she says. “One is that private individuals have lost faith in financial 
instruments after the crash. They’re looking for alternatives to pieces of 
paper that leave them exposed to the vagaries of the financial system. 

“Also pushing prices is the sheer weight of money that’s pointed at all 
asset types. The global investment place is becoming more crowded; there 
are new institutions from Asia, sovereign wealth funds, private individuals 
– everybody is trying to invest,” she adds.  

As the world ages, more people are saving, pushing alternative and fringe 
asset classes into the mainstream. “What in the past were investments 
of passion or alternative just aren’t anymore, and I think that’s a really 
important trend,” says Barnes. This trend is not a cyclical one, and is not 
going away, in her view. 

In terms of US property’s popularity with Asian investors, Wilson is 
convinced that too is here to stay. “We have only seen the first wave of 
this and barring a cataclysmic event in the US economy we will see more 
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waves and of increasingly larger size. California is the beach upon which 
the waves break,” he says.

SEEKING OPPORTUNITY

Nevertheless, prices in extremely hot locations cannot be pushed up for-
ever: as they rise, investors are by degrees priced out of the market and 
the pool of buyers gets smaller, ultimately putting a cap on growth un-
til wealth creation or other long-term factors catch up to drive rental  
demand. So while high net worth investors are unlikely to lose their ap-
petite for property any time soon, they might need to be a little more 
adventurous than their natural preferences dictate to find the best  
opportunities. 

“There is a mismatch if you like between capital values and rental values, 
in some cases,” says Barnes. “You can look at that in two ways: the core 
assets that have been most popular, that people have felt safest with, 
have got too expensive; or, you could say that second-tier properties or 
secondary cities are still too cheap.”

“THE SEARCH FOR YIELD IS LEADING 
PEOPLE AWAY FROM THE PRIME
CORE TO SECONDARY FRINGE
MARKETS THEY MIGHT NOT HAVE 
CONSIDERED BEFORE”
The popularity of “safehaven” cities in the years following a shock to the 
economic system is easy to understand, says Mallinson. More recently, 
in countries like the UK, Germany and the Nordic region, investors are 
starting to move out slowly to so-called secondary cities. This is driven by  
affordability in some cases, as well as more attractive yields. This move 
from first-tier to second-tier cities has been noted by Savills too. “The 
search for yield is leading people away from the prime core to secondary 
fringe markets they might not have considered before,” says Barnes. “It will 
likely extend to new types of real estate asset too; what used to be consid-
ered ‘alternative’ will become mainstream and where private wealth leads,  
institutions will follow.”

“US INVESTORS,  FOCUSED CLOSE TO 
HOME AFTER THE FINANCIAL CRISIS, 
ARE INCREASINGLY LOOKING AT  
EUROPE FOR DISTRESSED  
OPPORTUNITIES”
“What we’re not seeing so far is people taking asset level risk,” says Mall-
inson. “You can go to the key markets, like London, or markets like Man-
chester, that’s market risk; asset risk means undertaking more speculative 
development.” 

London has taken the majority of transactions in the UK since the financial 
crisis, with about 60 per cent of overall volumes, according to Mallinson. In 
the last few quarters, however, the rest of the UK has taken the majority. 
“London is now less than 50 per cent, although only just,” he adds. 

This movement away from “safety” is not only evident in capital moving 
to secondary cities within highly expensive countries like the UK. Capital 
is also moving to peripheral economies that took a more severe hit during 
the financial crisis, and whose recoveries have lagged since. 

The core European markets continue to absorb the majority of cross-bor-
der investment, but have begun to lag the peripheral markets in terms of 
the growth of investment. France, Germany and the UK recorded total 
investment volume increases of 38 per cent, 28 per cent and 16 per cent 
last year respectively, according to Savills. However, the peripheral mar-
kets of Spain and Ireland saw more drastic increases, at 194 per cent and 
132 per cent respectively.

“We’re seeing a lot more international capital interested in Europe than 
two-to-three years ago,” says Preqin’s Moylan. “US investors, focused 
close to home after the financial crisis, are increasingly looking at Europe 
for distressed opportunities.”

Barnes cautions that investors need to be very careful about which coun-
tries and cities they pick in a “multi-speed” Europe. “Some have very good 
rental prospects and economies and others don’t. For example, falling 
population in Germany may make residential property a risk there.” She 
says homing in on a particular city is essential. 

Having struck that note of caution, she says parts of Europe are looking 
very good value. “Dublin has just boomed because its prices have fully 
adjusted. It absolutely bottomed out in terms of values and is benefitting 
from economic growth and recovery.” 

MSCI’s national Ireland real estate index returned 40 per cent last year – a 
record for a national index6. Portugal and Spain experienced turnarounds 
last year too. Spain’s national index showed a 10 per cent return. While 
this was around the global average, it was a marked pick-up from the 
previous year’s 0.3 per cent.

“Ireland was able to restructure its markets and the owners took hits on 
prices, and you’re seeing that in Spain and Italy now,” says Mallinson. 
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High net worth investors, of course, own property as part of a comprehen-
sive portfolio. Optimising property investment requires analysing it within 
the context of total wealth, with a view to return and income require-
ments, risk tolerance, diversification and tax issues. Ultimately, according 
to US Trust managing director Marc Compton, successful wealth planning 
should start with one question: what are you trying to do? “The end result 
drives that planning,” he says. 

For many HNW investors, having a balanced portfolio that stands the 
test of time requires overcoming natural tendencies. People near the top 
of the wealth scale often accumulated that wealth through large invest-
ments in business, and diversification through property requires a change 
in mindset.

“The way people accumulate great wealth is concentration, and a bal-
anced portfolio is not a concentrated strategy any more,” says Compton.  

People who have owned businesses are also, generally speaking, comforta-
ble with illiquidity, he says, so can often – after a liquidity event – want to 
rush into becoming illiquid again through large direct property holdings. 

“When we look at the theory of investing versus the practice, we are con-
stantly trying to keep that allocation to physical assets in that 10-15 per 
cent range, but people’s natural inclination is to go heavier than that – 
because you can see it, touch it, feel it,” says Compton. 

“It’s a very understandable tendency. But no single thing is going to be the 
secret when you’re managing wealth over time.”

“NO SINGLE THING IS GOING TO  
BE THE SECRET WHEN YOU’RE  
MANAGING WEALTH OVER TIME”

THE HOME BIAS

With real estate, this tendency to over-concentrate often manifests as 
a desire to buy in an investor’s home market. “Investors tend to think in 
terms of traditional real estate, either residential or commercial, and they 
also think in terms of trophy properties, so they might end up over-lever-
ing or over-concentrating in a region,” he says. 

Credit Suisse’s Szelyes says HNW clients show a “rather heavy home bias 
in real estate portfolios, which is usually larger than for stocks and bonds.” 
However, he has observed a trend of internationalisation of real estate in 
recent years. “We actively recommend international diversification to real 
estate investors,” he adds. 

A DESIRE TO HOLD AND MANAGE

Once the need to have access to property where one lives and works is 
met, “portfolio property” could, theoretically, be anywhere. With indirect 
property investment, this is often the case. But wealthy and particularly 
ultra-wealthy investors are often entrepreneurial in nature. That means 
they often want to go direct. 

“High net worth individuals typically come from an entrepreneurial back-
ground, they usually have a preference for direct investments where they 
can influence decisions. They like to decide what property to buy, what as-
set management strategy to follow and the leverage to take,” says Szelyes. 

The Savills/WealthBriefing survey backs up Szelyes’ observation: while in-
direct investment in property was concentrated around the 1-10 per cent 
level in client portfolios, the concentration of wealth in direct property 
(not including permanent residence) was spread over many more cate-
gories. Around one-fifth of clients had 11-20 per cent of wealth in direct 
real estate, and the same amount had levels of between 21-30 per cent, 
demonstrating the popularity of this strategy. 

SUCCESSFUL WEALTH PLANNING
SECTION 2

OF THE CLIENTS YOU MANAGE, APPROXIMATELY WHAT PERCENTAGE OF THEIR WEALTH IS INVESTED IN REAL ESTATE?
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This kind of involved, direct investing naturally leads to a focus on home 
markets; it is difficult to invest directly in any market but the ones with 
which an investor is familiar, points out Hughes. “Direct is a very difficult 
thing to do when you invest globally, unless you have the deep expertise 
and knowledge of the local area,” he says. 

“DIRECT IS A VERY DIFFICULT THING 
TO DO WHEN YOU INVEST GLOBALLY, 
UNLESS YOU HAVE THE DEEP  
EXPERTISE AND KNOWLEDGE OF  
THE LOCAL AREA”
“To make money out of property you need some skill - to identify the 
right asset and preserve and create value in it by some active manage-
ment. 

“It isn’t as simple as whether you go residential or commercial, or Paris 
or London. People talk about ‘London’ but London is multiple markets – 
look at Old Street Roundabout or Fulham, these are completely different 
markets,” adds Hughes.

Essentially, one needs to think hyper-locally. In most cases, if investors 
really want to access the opportunities of direct real estate in markets 
other than the ones they know well, they will need to find the right part-
ners on the ground – whether via managed account, joint venture or club 
deal, for example. 

THE LONG VIEW 

Another factor affecting HNW investors’ allocation to and choice of real 
estate is their time frames, which sets them apart from many investors. 
As briefly alluded to earlier, they are not bound by the strict risk/return 
and yield criteria of an institutional investor. With a 100-year time horizon 
you begin not to “over-think” short-term price movements, says Compton. 

“The owners of some of the very best property in London, and I include 
commercial property in that, are very, very wealthy families,” says Ste-
phen Rees, head of real estate advisory at Coutts. “They are not going to 
be driven in the same way as an insurance company, who is told by the 
actuary at the end of the year that they need to rebalance their portfolio.”

“THE OWNERS OF SOME OF THE VERY 
BEST PROPERTY IN LONDON,  AND I 
INCLUDE COMMERCIAL PROPERTY IN 
THAT,  ARE VERY,  VERY WEALTHY  
FAMILIES” 
Extremely wealthy families, when those property values fall, will hold 
them, says Rees. “This means they will be less traded, and by definition 
means the value will hold. If they are being bought for long-term genera-
tional acquisitions in London real estate, you will not see these properties 
coming back to the market with any degree of frequency.”

TAX ISSUES “INCREASINGLY IMPORTANT”

The multi-generational aspect to high net worth investor portfolios high-
lights a vital consideration when investing in real estate: tax planning. 

“Structure and wealth transfer is increasingly important,” says Rees. “Tax 
law is becoming increasingly complicated and it’s important clients take 
advice to ensure investments are sensibly structured from a tax perspec-
tive.”

Compton points out that, as with all planning, getting the tax structure 
right starts with choosing the right asset and defining its purpose. 

“The more someone will contemplate the future early, the more they can 
also control taxes, structuring things in a way that moves more wealth 
into philanthropic causes and the next generation, and skips or delays 
some of the tax structure.”

“THE MORE SOMEONE WILL  
CONTEMPLATE THE FUTURE EARLY, 
THE MORE THEY CAN ALSO CONTROL 
TAXES, STRUCTURING THINGS IN A 
WAY THAT MOVES MORE WEALTH 
INTO PHILANTHROPIC CAUSES AND 
THE NEXT GENERATION,  AND SKIPS 
OR DELAYS SOME OF THE TAX  
STRUCTURE”



12 THE WEIGHT OF MONEY - How private investment is changing world real estate

“PEOPLE THINK ABOUT THE  
MEGATRENDS AS SOMETHING THAT 
IS A LONG WAY AWAY IN TIME AND 
A LONG WAY AWAY IN GEOGRAPHY. 
THAT IS NOT THE CASE”
Just as high net worth investors think about megatrends in positioning 
their equity portfolios, population and economic trends will drive the 
future demand of where people want to live and work. However, that 
“future” is arriving faster than many realise. “People think about the meg-
atrends as something that is a long way away in time and a long way away 
in geography. That is not the case,” says PwC’s Hughes. 

“Think about urbanisation. London is growing at a rate of knots with peo-
ple moving back into the city, not leaving the city. If you look at that as a 
megatrend, or another issue like resource scarcity and technology change, 
that’s not something down the track. You need to think about the impli-
cations of that for real estate investing; what property do you need to 
develop and own in London to take advantage of these trends together?” 
says Hughes.

Over half the world lives in urban areas already. Only Africa and Asia have 
over half their populations still living in rural areas, and these countries are 
projected to be 56 and 64 per cent urban respectively by 2050.  

THE BUSINESS BOOST

Driving urbanisation, at least in part, is a hunt for jobs. In terms of property 
investment appeal, price growth in many cases follows the high-income 
professionals. London is home to 40 per cent of the European headquar-
ters of the top 250 companies present in the region. Meanwhile, the city 
attracts incredibly high rents. Average private sector rents in London are 
more than twice the national average for all residential property sizes, 
according to the Greater London Authority7. Berlin, by contrast, earns 7 
per cent less than the national German average, because the city has not 
historically attracted big companies (source: the Economist). 

Incidentally, after London, the next most popular European city for busi-
ness HQs in the Deloitte survey was Paris. However, the French city was 
home to just 8 per cent of headquarters, and all but two of these firms 
were French. That 32-point difference is a stunning testimony to London’s 
business climate. This has a clear bearing on demand: as long as the city 
attracts employers, it will continue to attract jobseekers, and the busi-
nesses that cater to their lifestyle needs. Indeed, of the top 25 commercial 
property sales by value across the whole of the EMEA region last year, a 
full 11 of them were in London. No other city appeared more than twice 
on the list. 

Another location in which this link between business growth and property 
demand can be seen is California, and particularly San Francisco. The area 
is home to an immense and burgeoning entrepreneurial community that 
creates intense pressure on the housing market, says Withersworldwide’s 
Wilson. 

“It’s the social media companies, the genomics, the biopharma compa-
nies… the brains are here, the ferment is here, and the venture capital is 
here. So we have this amazing, astonishing wealth of smart, young people 
who come here from all over the globe, and they’re not going anywhere 
until they realise their dream,” says Wilson.  

“IT’S THE SOCIAL MEDIA COMPANIES, 
THE GENOMICS, THE BIOPHARMA 
COMPANIES… THE BRAINS ARE HERE, 
THE FERMENT IS HERE, AND THE  
VENTURE CAPITAL IS HERE”
“We’re in a land-constrained area and there are overly complex planning 
rules, so we’re never going to be able to catch up with need. Therefore prices 
are going up at a level that seems artificial. However, unlike in the dotcom 
era, there’s actual activity and profits behind those companies,” he adds. 

“WE HAVE COMPANIES LIKE UBER 
THAT ARE TURNING THE TAXI  
INDUSTRY UPSIDE DOWN.  AND  
THEN OF COURSE YOU HAVE  
GOOGLE AND FACEBOOK,  AND  
THEY ARE BUYING LAND WHEREVER 
THEY CAN FIND IT FOR THEIR OWN 
CORPORATE PURPOSES”
“We have companies like Uber that are turning the taxi industry upside down. 
And then of course you have Google and Facebook, and they are buying land 
wherever they can find it for their own corporate purposes,” says Wilson. 

It’s worth noting perhaps that California now has 131 individuals with a 
net worth running into 10 figures, according to Forbes, which puts it ahead 
of every country in the world barring the US and China.  

As well as California, cities like Seattle, Denver, New York and Austin are 
benefitting from being home to tech hubs: the employment engines of 
the future, and the present. Savills’ “Tech Cities” research programme has 
identified some very small cities across the globe, like Austin, Berlin, Dub-
lin and Tel Aviv, which are punching well above their weight in the digi-
tal economy because of their ability to attract employees. “In that world 
where investors are moving from first-tier global cities to second-tier, 
they would do well to check these places out,” comments Barnes. “By 
our measures, Austin is just about beating San Francisco to no. 1 Tech city 
place because it is better able to attract talent – and its low real estate 
costs are one of those attractions,” she adds. “For investors, this means 
higher yields and the prospects of capital growth.”

BUILDING THE FUTURE
SECTION 3
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However, a note of caution might be that while the potential for price 
growth in these cities can sometimes appear limitless, once it poses 
enough of a financial strain on workers it can become a drag to busi-
ness. The 2014 Deloitte study found that the cost of living in London 
was hurting four-out-of-five businesses based in London and the South 
East of England, as they found it hard to attract a skilled workforce. These  
businesses pointed to a lack of affordable housing in particular.

DISRUPTIVE FORCES

Wilson’s comment about Uber turning the taxi industry “upside down” 
highlights another megatrend: technology disruption has become a way 
of life for businesses. HNW investors also need to plan for this disruption 
in their investments. While Uber may have turned the taxi industry on 
its head, it is part of a broader trend of people working for themselves in 
a commission or freelance-based system. Rather than being traditional 
employees, people are increasingly adopting freer working arrangements, 
and this can often include remote working. According to a survey released 
in May 2014 by the Freelancers Union and the freelance platform Elance-
oDesk, 53 million Americans, or 34 per cent of the population, qualify as 
freelancers8.

“WE HAVE SEEN ‘CITY’ BECOME A 
COMMERCIAL ENTITY, OFFERING  
VALUE WAY OVER INDIVIDUAL  
PREMISES BECAUSE OF ITS CAPABILITY 
TO ATTRACT HUMAN CAPITAL”
While past ominous predictions that this would lead to the death of 
the office have not come to pass, it does mean that different types of 

space and locations are now required. People still want the interaction of 
co-working in a common space so an easy-to-access office is still required 
but working will take place more flexibly. This means that possibly the big-
gest real estate impact of wireless technology has been on an increased 
need for workspace in domestic premises. Going forward, Savills antic-
ipates that the quality of a city and its streets will be the most impor-
tant determinant of office values, rather than the building itself. “We have 
seen ‘city’ become a commercial entity, offering value way over individual 
premises because of its capability to attract human capital,” comments 
Barnes. “This means that, while urban premises should have a good future, 
some out of town office parks do not.” 

To what extent remote working will challenge urban-based living remains 
to be seen but Savills sees it as reinforcing the move to second-tier towns 
and cities. Barnes says: “Living preferences, even among the wealthy, are 
still urban in the UK – we have seen most movers from prime London 
landing in prime cathedral cities and university towns rather than pursu-
ing rural idylls.” Cities that are geared around quality of life and livability 
will remain attractive, but not being tied to a work location would al-
low people to choose cheaper living options if certain cities become too 
pricey. 

New business models are also changing demand for commercial property. 
Every retailer is expected to have an online identity as well as a bricks 
and mortar presence by 2020, according to a report by Frost & Sullivan. 
In the UK, the “golden triangle” of warehouse real estate in the Midlands 
saw $6.2bn in deals last year, according to the Economist. This was the 
highest level seen in at least a decade, according to the newspaper, and is 
being driven by online retailing. For every extra $1 billion of online retail 
trade, some 775,000 square feet of warehouse space is needed, it said, cit-
ing ProLogis, a logistics company. The Savills/WealthBriefing survey found 
warehousing and sheds to be an area clients are watching with interest; 
48 per cent of respondents said their clients intend to buy in this sector 
over the next five years.

WHAT ARE YOUR CLIENTS’ INTENTIONS WITH REGARDS TO ALL THEIR REAL ESTATE INVESTMENTS OVER THE NEXT 
FIVE YEARS?
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AFRICA: “THE SENSIBLE INVESTORS ARE STARTING TO PLAN”

Africa’s population is set to triple by 2050, according to the African Devel-
opment Bank. Over the next 15 years alone, 370 million young people will 
enter sub-Saharan Africa’s labour markets. That population growth will be 
exacerbated by climate change to exert pressure on natural resources in-
cluding land. Meanwhile, foreign direct investment is forecasted to reach 
$73.5 billion this year, underpinned by greenfield investment from China. 

“People think Africa is a long way off. Africa is developing faster than peo-
ple think,” says Hughes. “The sensible organisations and investors aren’t 
just diving in, because there are issues around getting your capital back, 
but the sensible investors and companies are starting to plan how they 
will invest.

“The demand in cities in Africa will be enormous over the next 10-20 
years so when do you start getting in there? You don’t want to do it when 
everybody else is, you want to get ahead of the game,” he adds. 

Barnes points out that Africa is quite a long way behind Asia and Lat-
in America in terms of the built environment but undoubtedly there are 
rapidly growing urban centres there. “Lagos and Nairobi spring to mind, 
and for slightly lower risk South Africa’s Cape Town. Mozambique is also 
doing pretty well,” she says. It is hard to predict how these trends will 
develop, though, Barnes says. Development paths differ greatly by region, 
and knowing what needs there will be in African cities in 10-20 years’ time 
is no straightforward task. “The biggest cross-border action in Africa’s real 
estate at present is in farmland,” says Barnes. “Some investors, the Chinese 
especially, have a great understanding that the best way to increase the 
value (and output) of agricultural land is to build infrastructure – roads 
and rail – to get the crop to the growing urban markets. This means that 
the most successful real estate investors in Africa are likely to be the 
ones who understand long-term land ownership and the relationship of 
infrastructure and investment. It would bode well for Africa’s cities if this  
understanding were extended to the urban environment,” she adds.

“SOME INVESTORS, THE CHINESE  
ESPECIALLY,  HAVE A GREAT  
UNDERSTANDING THAT THE BEST  
WAY TO INCREASE THE VALUE (AND 
OUTPUT) OF AGRICULTURAL LAND  
IS TO BUILD INFRASTRUCTURE”

In the Savills/WealthBriefing survey, respondents highlighted an appetite 
for investment in the region, with 47 per cent saying their clients intend to 
buy real estate investments in Africa over the next five years.
 
Key to early success in these markets will be forming the right partner-
ships and finding the right expertise. This encompasses knowledge of mi-
croeconomics, macroeconomics, local customs and laws. High net worth 
investors and family offices wanting to buy real estate in the (huge) 
continent will need to take a similar tack to businesses investing there 
and build relationships that can supply localised knowledge, Hughes says. 
“Capital is global but real estate is an incredibly local business,” he adds. 

The ultimate long-term play, with commensurate high risk, might be a 
“phoenix city”, says Barnes. These are cities that have been in dire straits but 
are recovering. “One example might be Beirut, obviously with extreme ge-
opolitical risk but in terms of regeneration a very strong demographic story. 
It has a young population, it’s well educated, entrepreneurial, very much a 
centre in the region and could be an alternative to Dubai,” she argues.

“Another example would be Havana. Both cities are very high risk but 
what underlies that is a strong demographic story. So, where you’ve got 
young populations and a loosening political background, that means a city 
is opening up and that would be a long-term play,” adds Barnes.
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As the commentators to this report mentioned, taxation and wealth 
structuring are issues that wealthy investors need to think about more 
than ever when acquiring real estate. 

With this in mind, below are listed a few tax and regulatory changes that 
touch upon real estate investing. This is by no means comprehensive, but 
aims to highlight the direction of developments in this respect. 

UK: NON-DOM, “MANSION TAX” DEBATES GIVE PAUSE FOR 
THOUGHT

The UK’s general election sparked lively debate on two issues closely tied 
to the property market: ending “non-domicile” status and a possible Man-
sion Tax on properties valued over £2 million. In the event, the Conserva-
tive Party won a slim majority, quashing these two policy ideas – for the 
present at least. 

Individuals living in the UK who have another residence outside the UK, or 
who have another country as their main “domicile”, can gain non-domicile 
status to reduce their tax bill. This allows people to opt in to a “remittance 
basis” of taxation, which only taxes income and gains when they are re-
mitted to the UK. For non-doms who have been resident in the UK for 
some part of at least seven of the last nine tax years, there is a £30,000 
charge. In 2012, this charge went up to £50,000 for non-doms who have 
been UK-resident in some part of 12 or more of the last 14 tax years. In 
April 2015, this £50,000 charge crept up to £60,000 while a new £90,000 
charge was introduced for individuals who have been UK-tax resident in 
some part of at least 17 of the last 20 years. 

Labour, the main opposition party going into the 2015 election, proposed 
to scrap this status and also to introduce a tax on homes worth over £2 
million. The proposals met with widespread disapproval from the property 
industry, with many saying it would clobber the high-end market. While 
Labour’s loss at the polls puts these debates to bed for a while, they have 
not necessarily gone away altogether, says Marnin Michaels, in Baker & 
Mckenzie’s tax practice in Zurich. 

“I think the fact that the Conservatives won, and there’s no immediate 
challenge for resident non-doms, is good for business,” says Michaels. 
However, he cautions that a slim win does not necessarily translate into 
a strong ability to govern, and also that if the underlying social climate 
remains the same, the issues might resurface. 

“THE DISCUSSION ABOUT THE  
TAXATION OF REAL ESTATE HAS 
CHANGED IN A NUMBER OF  
COUNTRIES”
“The discussion about the taxation of real estate has changed in a num-
ber of countries, as well as the [discussions on] restrictions on foreign 
ownership, and this has made people think twice about certain markets,” 
he adds. 

UK STAMP DUTY, CGT CHANGES 

Meanwhile, UK Chancellor George Osborne also announced stamp duty 
reform in the 2014 Autumn Statement, moving from a structure of a flat 
rate on the total sales price to progressively higher rates on each portion 
above certain thresholds, according to the Financial Times. 

The newspaper commissioned research into the net effects of the changes 
and found that properties priced between £275,000 and £350,000 would 
see the biggest cuts in stamp duty relative to their value. Stamp duty will 
be lower for home purchases under £937,500 while most purchases over 
this level will see higher stamp duty. However, homes worth between £1 
million and £1.1 million will trigger a lower level of stamp duty due to an 
aberration in the new structure, the FT says.   

“THE CHANCELLOR HAS ALSO  
CLOSED A CAPITAL GAINS TAX  
LOOPHOLE THAT WAS PREVIOUSLY 
AVAILABLE TO OVERSEAS INVESTORS 
IN UK PROPERTY”
The Chancellor has also closed a capital gains tax loophole that was pre-
viously available to overseas investors in UK property. Before April 2015, 
CGT on property was only paid by people who were resident in the UK. 

CHINA RELAXES RULES

In May 2013, China’s regulator relaxed rules restricting investment by in-
surance companies, permitting them to buy overseas real estate. A month 
later, Ping An Insurance made its first overseas property acquisition with 
the €304 million purchase of the Lloyd’s Building in London, according to 
RCA Analytics9.

Over the course of the year, Chinese ex-Hong Kong investment in Europe 
tripled, as “insurers, developers and private individuals joined the country’s 
sovereign wealth funds in seeking to diversify their assets outside Asia,” the 
firm said. 

Among large private investor transactions, according to RCA, were Jian-
ping Xu, who acquired a development site in Germany, and the Kang fam-
ily, who added two hotels in Ireland to their hospitality property holdings 
in China.

HONG KONG, SINGAPORE COOL 

The Hong Kong government imposed three measures between 2012 and 
2013 aimed at dampening a soaring property market, according to Dezan 
Shira & Associates10. 

These measures included duties of between 10-20 per cent of purchase 
price if the property is sold within three years of purchase; a 15 per cent 
levy on both corporate buyers and non-permanent residents of the city; 
and a doubling of stamp duty to 8.5 per cent on all properties costing 

GROWING FISCAL PRESSURE 
SECTION 4
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more than HK$2 million, except for those bought by permanent residents 
who are either first-time buyers or sell their only home to buy another.

In Singapore, a 15 per cent duty on overseas buyers also applies, according 
to Savills. Duties ranging from 4 per cent to 16 per cent of the sale price 
apply if the property is sold within four years, pushing up costs further. 
The city-state has also introduced rules to ensure that a buyer’s monthly 
payments do not exceed 60 per cent of their income.

“TAXES IN DEVELOPING MARKETS  
ARE LIABLE TO CHANGE QUICKLY  
DEPENDING ON MARKET  
CONDITIONS,  WITH POLICYMAKERS 
EYEING THEM CLOSELY”
However, taxes in developing markets are liable to change quickly de-
pending on market conditions, with policymakers eyeing them closely, 
Savills says. “In the cities of the West, when introduced, they tend to be 
more permanent,” according to the property firm’s research11. Overall, the 
company foresees increasing fiscal pressure on wealthy populations as 
a global phenomenon and one that is likely to increase over time. “The 
increasing scarcity value of real estate in many global cities excludes sig-
nificant portions of the population, particularly young people, from home 
ownership and these ‘equity have-nots’ will lead to increasing political 
pressure tending to focus on the taxation of property,” says Barnes.

US PENSION MONEY PURSUING “QUALITY REAL ESTATE”

The Defined Contribution Real Estate Council was set up in 2013 to help 
plan sponsors and their participants achieve better investment outcomes 
through participation in institutional quality real estate, according to 
PwC12. Together, individual retirement accounts and defined contribution 
funds represent $12.6 trillion in capital, which will be looking to the bene-
fits of high-quality commercial property, the consultancy says. 

The DCREC says that as traditional pension plans, or defined benefit 
plans, were usurped by 401(k) or defined contribution plans, investors and 
plan sponsors “failed to grasp” the potential of high-end commercial real  
estate in a balanced long-term portfolio; it aims to change this13.  

UK PENSION FREEDOMS COULD UNLEASH OVERSEAS HOME  
DEMAND

As of 6 April 2015, people aged over 55 in the UK with defined contribu-
tions no longer had to convert their pension pots into annuities (provid-
ing a lifetime of income). They can now convert this to cash. That allows 
around 10 million British men and women who hit 55 over the last five 
years or who will do so in the next five years access to ready cash, accord-
ing to the Association of International Property Professionals14.  Moreover, 
people who have already bought annuities can also convert these to cash. 

“MILLIONS OF PEOPLE AGED OVER 
55 SUDDENLY HAVING RETIREMENT 
LUMP SUMS WILL BE A HUGE BOOST 
TO THE INDUSTRY”

“Millions of people aged over 55 suddenly having retirement lump sums 
will be a huge boost to the industry,” says the AIPP. 

AIFMD ERECTS ANOTHER BARRIER AROUND EUROPE

In terms of access to property via funds, Europe’s Alternative Investment 
Fund Managers Directive is having a “fairly sizeable impact on real estate 
fund managers,” says Preqin’s Moylan. It adds to their cost of doing busi-
ness and increases the hoops they have to jump through to be registered 
and target European investors, he says. 

“FROM THE FUND MANAGERS WE’VE 
SPOKEN TO THERE GENERALLY ISN’T A 
PARTICULARLY POSITIVE VIEW OF  
AIFMD.  THE BROAD VIEW WE GET IS 
THAT IT’S AN UNNECESSARY  
REGULATORY BURDEN THAT DOESN’T 
NECESSARILY BENEFIT THE INVESTOR”
“From the fund managers we’ve spoken to there generally isn’t a particu-
larly positive view of AIFMD. The broad view we get is that it’s an unnec-
essary regulatory burden that doesn’t necessarily benefit the investor,” 
says Moylan.

It reduces choice to sophisticated investors, who might be unable to 
access smaller or niche managers who do not want to go through the 
process of becoming registered for AIFMD, he says. This also applies to 
international managers. 

“I think what we’re seeing is a US manager that might have gone to Eu-
rope to raise an extra $50 million, for example, they’re saying ‘is it worth 
it to do so’? So you’re losing those opportunities to EU investors and po-
tentially those more niche players are less likely to register,” says Moylan. 
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SECTION 5

TROPHY PROPERTY’S ALLURE

High net worth individuals, in the main, view real estate as an investment. 
“The largest part of the real estate allocation is treated like financial in-
vestments,” says Credit Suisse’s Szelyes. “Returns and risks are considered 
as well as the need for making distributions.” 

However, high net worth individuals will tend to maintain a separate 
group of property holdings that can more accurately be classed as invest-
ments of passion, or trophy assets, notes Szelyes. These are assets bought 
to be enjoyed. Ski chalets, rural estates, even entire islands occasionally; 
these assets cement someone’s place within the elite and offer a place to 
entertain, or get away from the world entirely.  

“FOR MANY ULTRA-HIGH NET WORTH 
INDIVIDUALS, IT IS LESS ABOUT  
INVESTING AND MORE ABOUT  
PURCHASING – PURCHASING ASSETS 
DRIVEN BY THEIR EMOTIONS”

“For many ultra-high net worth individuals, it is less about investing and 
more about purchasing – purchasing assets driven by their emotions,” 
writes Mohammad Kamal Syed, head of strategic solutions at Coutts, 
in the firm’s report on such assets. “The benefit is more than just profit. 
Owners can bond with like-minded people in an elite network, with assets 
offering escapism and a chance to re-enact history.” 

The private bank produces the Coutts Index, which benchmarks “enjoy-
able assets”, including trophy property. This comprises two components: 
billionaire residential property in the 10 prime global cities, and leisure 
property in the world’s most desirable leisure destinations. Both types of 
property, as measured by the index, lost value in the lead up to the 2008 
financial crash, but have seen a strong recovery. The Billionaire Index of 
property shot up by 100 per cent between 2005 and June 2013.

“YOU MAY SEE A TRANSACTION 
WHERE, IF SOMEONE REALLY NEEDS 
TO SELL AT SOME POINT, THEN THERE 
ARE MOMENTS THAT LIQUIDITY 
COMES AT A PRICE”

Price fluctuations at the “uber-luxury” end are more volatile, says Coutts’ 
Rees, because “the science of what something can be rented for is less 
apparent”. When sentiment changes, there can be fairly large dislocations 
in prices in the £100 million market, while the £30-£50 million market 
may also dry up at times of uneasy sentiment. “You may see a transaction 
where, if someone really needs to sell at some point, then there are mo-
ments that liquidity comes at a price.”

MARKET DRIVER:  WEALTH CREATION

The performance of the ultra-prime market is inherently bound to the 
fortunes of the world’s ultra-high net worth population. Business own-
ers are well represented among this populace (65 per cent of the Forbes 
billionaire list is self-made), so world economic growth is a bellwether 
of changes in their wealth. It is also indicative of the pace of creation of 
new UHNWIs. Globally, growth is predicted to be 3.5 per cent this year, 
according to the IMF. This is roughly the same as last year, but the ad-
vanced economies’ performance is expected to improve, while emerging 
economies are predicted to grow more slowly than last year. 

In 2014, this growth led to expanding ranks of ultra-wealthy people. The 
number of billionaires worldwide rose by 290, and this elite group added 
$650 billion to its collective wealth, according to Forbes. Overall, 1,826 
people made it onto the magazine’s billionaire list with total wealth of 
$7.05 trillion. Of the newcomers on the list, 71 – nearly a quarter – are 
from China. The next top countries for billionaire creation were the US, 
India and Germany. Meanwhile, younger people grew their presence on 
the list; a record 46 billionaires under 40 were featured by Forbes last year.

PRIME CITIES & POPULAR RETREATS

Real estate investment among the ultra-high net worth is predominantly 
in cities, covering a network that includes London, Hong Kong, Monaco, 
New York, Tokyo, Paris, Moscow, Singapore, Shanghai and Dubai, according 
to Savills. Of these, Dubai, Tokyo and New York saw price growth last year. 
Monaco and Shanghai held steady, while others lost value.

Dubai is drawing more interest from people and businesses, says Manoj 
Prasad, CEO of investment bank Que Capital. He cites Apple’s opening 
of its largest store worldwide there. “It is pertinent to note that Dubai is 
increasingly becoming a commercial hub for various European and Amer-
ican large corporates, which in turn translates to a strong interest in the 
real estate market in Dubai,” says Prasad. Many Asian wealthy individuals 
have commercial ties to Dubai, he adds, which adds to its popularity for 
them as a destination in which to own personal property. Dubai is also a 
safe haven for Middle Eastern investors, sometimes earning it the moniker 
“the Switzerland of the Middle East”, popular with wealthy Syrians, Leb-
anese, Iranians, Egyptians and Gulf Arab citizens looking to diversify the 
political risk in their home markets.

“There are three luxury markets, the big global cities, increasingly includ-
ing Dubai, and then you’ve got the places where the very wealthy have 
traditionally gone to the beach, skied, or holidayed,” says Rees. “I think 
these are still places that people aspire to own, and where they mix with 
their friends and people with similar wealth.” 
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“IT’S HARD TO KNOW WHAT THE 
DEPTH OF THAT MARKET IS OR THE 
SUPPLY, BUT THE RIGHT THING COMES 
TO MARKET AT THE RIGHT TIME AND 
SOMEONE WANTS IT”
The third category is the “truly individualistic” passion property, he says, 
“like an estate in Scotland or a ranch in Chile, or the ‘Ford Coppola mo-
ment’ in Belize.” These purchases are driven purely by desire and lifestyle: 
wanting to experience something very specific, or sometimes wanting to 
achieve an ecological or preservation goal. “It’s hard to know what the 
depth of that market is or the supply, but the right thing comes to market 
at the right time and someone wants it,” he says.

SECOND HOME OWNERSHIP & THE RISE OF CHINA

Broader trends in second home and leisure property ownership can be 
quite varied according to culture, according to Savills research. US citizens, 
for example, favour nearer markets like Caribbean and North American 
hotspots. Middle Eastern investors are drawn to Dubai, as well as certain 
Mediterranean retreats like Marbella and the exclusive resorts of Sardinia. 
Europeans have a penchant for the Mediterranean also, as well as the Alps. 
China, however – home, of course, to many newly minted ultra-high net 
worth individuals – only has a nascent second home culture, says Savills’ 
Barnes. 

“It is very early stages but it is something we expect to increase,” she says. 
Chinese real estate investment to date has been focused on urban centres 
and buildings such as new apartment developments. However, Chinese 
private investors are branching out into different property types, such as 
prestige, detached property outside of the city centre.  

Tourism trends are indicative of the leisure property market, and the two 
tend to rise together, according to Savills research. Chinese tourism is 
clearly on the rise, according to a study by Travelzoo, with recent popu-
lar destinations abroad being Japan, the US, New Zealand, Australia and 
Taiwan15. 

“IF A FRACTION OF THE CHINESE  
POPULATION DEVELOPS A PENCHANT 
FOR SUNNING THEMSELVES ON THE 
SOUTH CHINA SEA THEN YOU’VE  
GOT A HUGE MARKET THERE”
“If a fraction of the Chinese population develops a penchant for sunning 
themselves on the South China Sea then you’ve got a huge market there. 
You just need a small percentage of the population to take up skiing and 
you’ve got a huge market there,” says Barnes. “The Japanese ski resorts 
offer some of the best conditions in the world.” 

“THE JAPANESE SKI RESORTS OFFER 
SOME OF THE BEST CONDITIONS  
IN THE WORLD”
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WHAT TYPE OF ORGANISATION DO YOU WORK FOR?
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