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Demographic 
and economic 
context

Demography and 
technology represent 
both a challenge and an 
opportunity that will 
influence the economy 
and labour market in the 
coming years

1.
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COMPANIES (2024)
5.1 mln
-2% vs 2014

FORTUNE 500 EUROPE (2024)
25 italian companies
+2 vs 2014

MAIN WORKING AGE GROUP (2024)
50-64 age range (37% of total)
35-49 age range (46% of total) in 2014

R&D INVESTMENT (2024)
30 bn €
+49 vs 2014

Technological advancements, demographic 
changes, geo-economic tensions and economic 
pressures are the key drivers of labour market 
changes. They reshape sectors and employment 
worldwide. The labour market continues to shift 
towards services, where more than six out of ten 
workers are employed. Workers grew in health and 
social work, accommodation and food services, 
travel agencies and business support services. 
Employment evolves and professionals with new 
skills are selected.

The evolution of the economic fabric towards 
a more service-oriented economy and the 
downsizing of the agricultural and industrial 
sectors is a distinctive feature of the major EU 
economies, due to the impact of new technologies. 
Recruitment of workers with high levels of 
education is growing. Green and digital transitions 
represent an extraordinary opportunity for growth 
and will create new jobs. But this phase must 
be accompanied, limiting the risks for the most 
exposed segments of the population, such as older 
and less skilled workers.

In this context, the small size of Italian companies 
can be a disadvantage. The shortage of more 
qualified professionals penalises small companies, 
which find it more difficult to attract talent. 
Moreover, the very strong acceleration of 
technological progress in recent years requires 
increasing investments that are difficult for Small 
and Medium Enterprises to sustain.

In Italy, the number of companies decreased by 
around 96k in the last 10 years, while workers 
increased by more than 2 million. The decrease 
in companies does not result in a decrease in 
employment, but most likely in a shift of workers to 
larger companies. 

Source: Savills Research on Oxford Economics data
* Generations age brackets were defined as follows: 1946-1964 Baby boomers, 1965-1980 Gen X, 1981-1996 Millennials-Gen Y, 
1997-2012 Gen Z, 2013-2024 Gen Alpha, 2025-2038 Gen Beta

POPULATION IN THE 15-79 AGE RANGE BY GENERATION (THOUS.)*
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Demography seems to be the weak point of 
developed countries: with prosperity, birth rates 
decrease, while life expectancy increases. In the 
20-year period between 2004 and 2024, the 
share of employed people in the age group 50-64 
years increased by 17pps, while that in 15-34 age 
range decreased by 12 pps. Looking ahead, for the 
first time in 2034, 5 different generations will be 
simultaneously active in the labour market, forcing 
companies to rethink traditional labour models. 
By 2050, the population in the 15-79 age group 
will decrease by 11%, a total of more than 5 million 
fewer people. 

The impact on job quality and performance is 
not necessarily negative. Demographic decline 
is a challenge for advanced economies, with 
implications for the labour market and economic 
growth. However, the demographic transition 
can be an opportunity to increase the quality of 
work and business productivity: better working 
conditions, as companies compete for a smaller 
pool of workers; more innovation, bringing 
efficiency and new jobs; upskilling and continuing 
education will become essential; flexible working 
models to improve work-life balance; increased 
efforts for diversity and inclusion policies.

Italy Milan Rome
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Source: Savills Research on Oxford Economics data
* Includes: Information & communication activities; Financial & insurance activities; Real estate activities; Professional, scientific & technical activities; Administrative & 
support activities

EMPLOYMENT OFFICE AGGREGATE * (INDEX NUMBER 2024 = 100)

,
EMPLOYEES – OFFICE AGGREGATE (2024)
5.1 mln
+19% vs 2014

EMPLOYEES (2024)
23.9 mln
+9% vs 2014

COMPANIES – AVG SIZE (2024)
147 employees
+15 vs 2014

COMPANIES OFFICE AGGREGATE  – AVG SIZE (2024)
191 employees
+11 vs 2014

STARTUPS (2024)
12,123
+8,944 vs 2014

STARTUPS – OFFICE AGGREGATE (2024)
9,693
+7,360 vs 2014
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Demographic shifts and 
technological advancements are 
reshaping work and productivity. 
They can drive better job quality, 
innovation, and efficiency, while 
posing challenges like talent 
shortages and transition disruptions.
The future of work is being 
rewritten, and offices will evolve 
alongside it, becoming more flexible, 
tech-driven, and people-centric.
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With evolving work 
trends and urban 
development, the 
office leasing market 
is undergoing 
significant 
transformations, 
highlighting 
the importance 
of location and 
adaptability

Office 
leasing 
market

2.
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In the past 10 years, the office leasing 
market has seen ups and downs, but has 
also proven that it can take the pressure 
and turn it to its advantage. If this is less 
evident when looking at leased space (2024 
was +20% compared to 2015), it becomes 
crystal clear when comparing the number 
of transactions: 2024 grew by 72% since 
2015, and this also hints to a change in 
market trends.

Size matters: average size is 
decreasing, but the number of 
deals show healthy growth
The first main trend that stood out was a 
progressive reduction in average leased 
size; while the trend was already emerging 
back in 2015, it was after the pandemics 
that it gained momentum, with hybrid and 
remote work forcing the office environment 
to change and adapt.

On average, leased size decreased by 30% 
in a ten years span, with all districts but 
two showing a decrease. Both CBDs are in 
fact the exception: here, the average size 
saw some growth in 2024 compared to 
2015, whereas Semicentre is the market 
where it shrunk the most, showing a value 
corresponding to ¼ of that of 2015. Take-
up volume in Semicentre would also seem 
to point towards a decline, with -35% in 
2024 compared to 2015, but the number 
of transactions performed in 2024 was a 
staggering +150%. 

If we split take-up in two categories, 
transactions for spaces above and below 
1,000 sqm, most districts seem to have 
maintained the equilibrium between the 
two they displayed in 2015, although the 
ratio has had drastic changes in some 
instances.

While all markets display a predilection 
towards transactions under the 1,000 sqm 
mark, CBD Porta Nuova is the only district 
where they have decreased in the past 10 
years (-8%), while those above grew by 
260%. On the other hand, Semicentre’s 
overall share has shifted significantly 
towards smaller sizes, tilting the initial 
equilibrium in the market from an equal 
distribution to transactions below 1,000 
sqm being favoured, with a growth of 283%.
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2015 2024 10Y avg

CBD Historic Centre CBD Porta Nuova
Centre Semicentre
Periphery Hinterland

TRANSACTIONS NUMBER BY MARKET 

NOW AND THEN | 2024 VS 2015

TAKE-UP 2024
380,000 sqm
+20% vs 2015

Q1 2025: 110,000 sqm

DEAL  2024
346 transactions
+72% vs 2015

Q1 2025:  91 transactions

PRIME RENT 2024
730 €/sqm/y
+49% vs 2015

Q1 2025:  750 €/sqm/y

AVG SIZE 2024
1,100 sqm
-30% vs 2015

Q1 2025:  1,200 sqm

VACANCY % 2024
8.9 %
-90 bps vs 2015

Q1 2025:  8.6 %
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The addition of two new metro lines 
during this time has obviously brought 
some changes to geographies, opening 
up some districts and reinforcing the 
value of others.

Over the last 10 years timespan, 
vacancy rates have consistently 
decreased in all submarkets but two: 
Hinterland saw its vacancy rate grow by 

2.6%, while Semicentre remained stable. 
Despite the almost constant addition of 
newly built office spaces to the stock 
throughout the years, especially in CBD 
Porta Nuova, demand has always been 
able to absorb not just new product, 
but most availability, rather quickly. 

This is especially evident for grade A 
spaces vacancy rates. The ranking in 

GRADE A VACANCY RATE PER DISTRICT  | 2015-2024

Location is king: polarisation between central and non-central assets is set to increase 

2015 paints a picture that, compared to 
present values, shows a polarisation in 
choices. 

In 2015 CBD Porta Nuova was the 
tightest submarket, followed by CBD 
Historic Centre, Semicentre, Hinterland, 
Centre and Periphery.

In 2024, the least vacancy is found in 
Centre, followed closely by CBD Porta 
Nuova, CBD Historic Centre, Semicentre, 
Periphery and Hinterland.

Distance between markets expanded as 
well in the past 10 years: back in 2015 
the widest lag was between CBD Porta 
Nuova and Periphery with 270 bps, 
which rose to 410 in 2024 and is not 
even the highest gap.

To put it plainly, with requirements 
expanding, older, non-grade A, non-
central assets are showing increasing 
signs of distress. 
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In the past decade, 
the office leasing 
market has shown 
resilience and 
adaptability.
With the average 
leasing transaction 
decreasing in 
size, along with 
vacancy rates, and 
rents going up in 
central markets, the 
polarisation between 
prime and secondary 
assets is set to widen 
in the future.
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LEASING TRANSACTIONS  | IT TENANTS, 2015-2019

The playing field is a lot smaller than it was ten years ago, with most business sectors tenants flocking to the same district and 
clustering. This is especially true for companies in sectors such as IT and retail/grocery.

Snapshots from 2015-2019 show geographic diversity, with smaller clusters scattered around several districts, whereas the same 
picture taken for 2020-2024 shows extreme density in central districts (both CBDs, Centre and Semicentre), and fewer hotspots 
outside of the second ring road of the city.

A clustering for grade B/C assets’ vacancy confirms this: while some vacancy exists within more central markets, it is residual 
in extension and therefore not viable to accommodate the needs of tenants. Most evidently, concentration of vacancy in this 
setting clusters in Lorenteggio and Milanofiori South even if the latter has good public transport connections; some more 
scatters can be found in Periphery, not by chance far from metro connections or generally difficult to access.

AVAILABILITY  | STRANDED ASSETS

LEASING TRANSACTIONS  | IT TENANTS, 2020-2024

The rental value dilemma: 
increasing requirements push 
rents further and predicting a 
peak gets harder
Rental values also picked up since 2015: prime 
rents in CBD Historic Centre grew by 49%, but 
all districts have experienced growth spanning 
from the least in Hinterland (11%) to the most in 
Semicentre (71%).

With such scarcity of suitable available space, 
the market in Milan is favouring landlords, but 
only if they have the right product. On the 
other hand, tenants are increasingly demanding 
when in search for their new home, and new 
trends in free rent terms, leasing duration and 
break out agreements are in the making.

Grade B/C assets availablity | Cold spot
Grade B/C assets availablity | Hot spot
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Office sector has historically 
played a leading role in the 
Italian investment market. The 
positive trend of the last months 
indicates a renewed, albeit 
selective, interest

Office 
investment 
market

3.
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Over the past 10 years, more than €33 bn has been 
invested in the Italian office market. This makes the sector 
the top performing asset class in the Italian market, with 
volumes that are twice as large as those invested in 
retail and almost two and a half times as large as those 
invested in logistics and hospitality. From 2015 to 2020, 
office has been the leading asset class in Italian CRE, with 
an average market share of 42%. In the last 4 years, with 
the exception of 2022 which turned out to be a record 
year, the perception of the sector has changed: the share 
dropped to 23% and offices were overtaken by other 
expanding sectors such as logistics and hospitality.

In Milan, over the same 10 years timespan, the office sector 
has always been the first asset class with a significant 
market share (>70% until 2022), although it has been 
decreasing over the last two years (2023-2024 average 
share 32%). In Rome, offices were the leading asset class 
until 2020 (average market share 61%); in the post-Covid 
period, it has been overtaken by hospitality, as well as 
by living and logistics sectors, with the only exception 
of 2024 where it has returned to prominence. Other 
geographies and portfolios have averaged a 16% market 
share over the last 10 years with Torino, Bologna, Firenze, 
Venezia and Napoli being the only cities to attract investor 
interest, though volumes remained limited (€5.2bn in 
10 years).

Considering the different submarkets, investors’ interest 
has significantly changed over the last 10 years. In 2024, 
investors’ activity in Milan has been concentrated on 
CBDs, absorbing 74% of total volume, compared to a 42% 
average for the last 10 years. Conversely, hinterland share 
fell to 1% from 13% in 2015 (8% last 10-years average).

Since 2021, there has been a gradual increase in the 
volume allocated to the conversion of office assets to 
other uses, although it remains still moderate (around 
€1bn). The future destinations of use are mostly hospitality 
(69%) and living (28%). Milan and Rome gathered most of 
these volumes: in Rome, hospitality represents the main 
destination, while in Milan it is living.

2024

Real Estate KPIs | 2024 & Q1 2025

Q1 2025

Investment Volume

€ 640 mln | +22% YoY€ 2.2 bn | +109% YoY

Top Market

Milan | 75%Milan | 50% 

Top Sub-Market

CBDs | 44%CBDs | 74% 

International Capital

23%48% 

N° of Deals

20 | +11 YoY54 | +7 YoY

Prime Net Yield Milan Office

4.25% | Stable YoY4.25% | +15 bps YoY
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MILAN OFFICE YIELDS

The increase in financing costs in recent years 
caused a reduction of the risk premium, which 
in turn affected the average deal size. Rising 
interest rates also affected the typology of buyers 
active in the market: fund managers remained 
the most active over the last ten years and saw a 
growing market share, like private investors and 
corporations; conversely, investment firms and 
insurances decreased their activity in the Italian 
office market. 

Considering the origin of capital, in the last 
10 years the sector has attracted both Italian 
and international investors in equal measure. 
International investors are predominantly 
European, with the UK, France and Germany 
leading the way.

In H1 2022, Milan prime CBD yields peaked their 
compression, while secondary non-CBD yields 
maintained a steep curve. In the last 2 years, this 
gap increased, reaching 340 bps in Q1 2025. In the 
following months, the gap is bound to increase 
as financing conditions ease: with prime CBD 
yields’ likely to enter a new compression cycle in 
2025/2026, secondary non-CBD assets will lag 
behind, widening the gap and possibly making it 
permanent. Focussing on geographies, prime net 
yields remained stable in both Milan and Rome 
over 2024 and up until Q1 2025, currently standing 
at 4.25% and 4.75%, respectively. Price corrections 
will continue to affect secondary assets, 
contributing to deepen the polarisation between 
prime and potentially stranded assets.

Location continues to play a crucial role. 
Secondary assets in CBDs remain relevant in 
investors’ strategy as they can be renovated, 
reaching grade A and becoming attractive to 
tenants again, or at least converted. However, 
these options are not viable for all submarkets, 
where tenant demand and rents are lower, and 
alternative uses lack both strong fundamentals and 
feasibility.

Developer/Owner Investment Firm

Insurance Fund Manager

Private Other

2024
2015-2024 average

Bank Corporate

INVESTMENT VOLUME BY INVESTOR TYPE (%)
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Office assets continue to draw 
attention from institutional 
investors, although interest for 
the sector remains tempered by 
financing constraints and shifting 
workplace dynamics. 
The shortage of high-quality 
supply continues to push rental 
growth, reinforcing the sector’s 
attractiveness along with the strong 
fundamentals.
Price corrections will continue to 
affect secondary assets.
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How does the new 
landscape change 
tenant and landlord 
perspectives on 
office market 
trends? The 
shift towards 
smaller spaces, 
hybrid work, 
and central 
locations takes 
the spotlight

Office survey 2025 
Preliminary results

4.
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Regarding OFFICE LAYOUT, 62% of respondents report 
already occupying their ideal configuration, whereas 
for those who want to change their layout responses 

varied widely, with no clear consensus or prevailing option 
on the layout among participants. Overall, the most popular 
formats are open-plan or team clusters, always complemented 
by meeting rooms, used by 83% and desired by 67% of survey 
participants.

LOCATION STABILITY IS STRONG: 62% of respondents 
do not intend to move, while 30% would like to move 
closer to the city centre and only a small group (8%) 

would like to move out of central areas, mainly for cost saving 
and increased space efficiency, foreseeing AI reshaping office 
geographies. 
Of those who want to stay put, 75% is already located in 
Central Business Districts and values the office primarily for its 
representational role.
Of those wanting to move closer to the city centre, 75% is 
currently located in peripheral areas, while the remaining 25%, 

This year, we launched an ongoing survey targeting both landlords and 
occupiers to take the pulse of the office market. In the following section, we 
present insights from the first wave of responses, which includes feedback from 
a 38% landlords/asset managers and 62% occupiers.

,,,,

The tenants’ point of view: 
less space and more functionality to retain talent

Our survey highlights current trends in office leasing among corporate tenants. Among respondents, 73% work in 
companies with over 150 employees, 63% are based in a main headquarters with scattered secondary locations, and 
33% operate in the IT sector.

already in central locations, seek improved space functionality 
and occupancy. 
Overall, only 31% of respondents are satisfied with both their 
current location and space.

DOWNSIZING IS A KEY TREND: 62% plan to reduce 
space, by an average of 45% and of these, 50% want 
to move more centrally. Those increasing space (14%) 

intend to stay put.

HYBRID WORK IS THE NORM (93%), and most 
companies allow two remote days (60%). Policy shifts 
are rare (30%), though future changes lean toward 

reducing remote days (60% of those wanting to change). Top 
office needs are space functionality, maximising occupancy, 
and talent retention—aligned with respondents’ strategic 
goals.

SIZE
150+ employees

SHAPE
Headquarters with scattered 
locations

BUSINESS SECTOR
IT

THE TENANT'S IDENTIKIT 

Geographies are 
increasingly polarising

Reducing space is 
imperative

Focus is on functionality, 
occupancy and talent 
retention
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p 
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The landlords’ point of view: 
a time to stabilise the portfolio and cut dead branches

Among property investors and managers, respondent base was well-balanced: 56% identify as investors or owners, 
while 44% are portfolio or asset managers. The majority (56%) pursues a core or core+ investment strategy; even 
among those with mixed approaches (33%), core/core+ remains a consistent component.

PORTFOLIO TAXONOMY VARIES IN SIZES AND 
QUALITY: 
57% manage or own ten properties or fewer, 

while 36% oversee over 50,000 sqm in total. In terms 
of asset quality, 44% of properties are green certified, 
29% have been recently refurbished, and 17% were built 
in the last decade. Only 10% are classified as grade B or 
C. Unsurprisingly, new, refurbished, and green-certified 
properties report the highest occupancy, exceeding 90% 
in all cases. Newly built assets lead with an average 95% 
occupancy rate, and 86% of respondents reported full 
occupancy for these buildings. Conversely, grade B/C 
properties trail at just 52%.

Looking ahead, THE TOP STRATEGY FOR THE 
NEXT 12 MONTHS is “hold and increase occupancy” 
(27%), followed by “hold and improve energy 

efficiency/certifications” (19%), and “sell as is” (15%). 

The divide of grade A/BC 
assets reflects on vacancy

Hold and increase 
occupancy is the top 
strategy going forward

Competitiveness of 
the market reflects on 
increase in free rent 
periods, renegotiation 
requests, and struggle to 
find suitable tenantsTo

p 
3 

Ke
y 
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nd

in
gs
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Other tactics like acquisition of both trophy and secondary 
assets, conversions, and amenity upgrades each garnered 8%.

Market tension is reflected in LEASING TRENDS: 24% 
observed an increase in free rent periods, 19% faced 
renegotiation requests, and another 19% struggled to 

find suitable tenants.

When ESTIMATING TENANT PRIORITIES, owners/
managers identified space functionality, occupancy, 
and cost savings as top priorities. While the first 

two align with tenants’ views, there’s a gap on the third: 
tenants instead prioritise talent retention and attraction, 
mirroring their broader strategic goals of increasing employee 
engagement and satisfaction.

STRATEGY
Core or core+

ASSETS
10 or fewer properties 
managed

SIZE
50,000+ sqm managed

THE LANDLORD'S IDENTIKIT 
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The future of office spaces 
builds on flexibility, well-
being, and sustainable asset 
conversions, adapting to 
evolving work trends and 
market demands

Roadmap 
for the office 
sector

5.
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Lightning

Elevators

Access 
Control

Surveillance

Parking, 
Charging Station

HVAC Network

User app

The Perfect Office: 
technology at the service of wellbeing 
and talent retention

The modern office is evolving into a flexible, engaging space 
that promotes productivity, collaboration, and well-being. 
With hybrid work now standard, companies are rethinking 
layouts, focusing on amenities, technology, and social 
interaction to make the office experience worthwhile.

Traditional desks are out; activity-based work zones are 
in. Employees can choose between quiet-focus rooms, 
collaborative areas, or casual lounges, with desk booking apps 
optimising space use.

Common spaces foster well-being and interaction, with 
welcoming lobbies, wellness rooms, fitness areas, and rooftop 
terraces. Greenery, natural light, and sustainable materials 
enhance comfort while reducing environmental impact.

Tech and AI streamline office operations. Apps manage desk 
bookings, meeting rooms, and real-time occupancy, while 
smart lighting and HVAC adjust automatically. Hybrid meeting 
rooms feature advanced video conferencing for seamless 
remote collaboration.

Community managers organise events, manage logistics, and 
personalise the workplace experience, fostering a sense of 
belonging.

The best offices support diverse work styles and offer a 
compelling reason to come in, making the workplace a space 
people genuinely enjoy.

Non-Performing Assets Alternatives: 
first aid kit for stranded assets includes 
redevelopment and change of use

With hybrid work reshaping demand, high-vacancy office 
districts may see more conversions, while refurbishments will 
focus on sustainability, tech, and flexibility to attract tenants. 
Prime offices in CBDs will retain value, but secondary assets 
risk obsolescence.

Repurposing struggling offices into residential spaces is one 
option, addressing Milan’s housing shortage. However, high 
CapEx, complex regulations, and uncertain exit strategies 
make investors hesitant. Many may opt for extensive 
renovation, alternative commercial uses, or redevelopment 
instead.

Only well-connected, amenity-rich areas will attract residential 
projects. Elsewhere, viable alternatives include logistics hubs 
near urban cores, data centres in areas with strong power 
and fibre infrastructure, or life sciences and biotech hubs near 
hospitals and universities. Senior living or student housing 
could also work if transport links and demand align.

People Counting, 
Occupancy Sensors

Connectivity, 
Wi-Fi Networking

Building Management 
Applications

23
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Outcomes
6.

Over the past 10 years, the office segment was the top performing 
sector in the Italian RE investment market. In the last 4 years, 
the perception of the sector has changed, despite the strong 
fundamentals in the leasing market. The increase in financing costs 
in recent years caused a reduction of the risk premium, which in turn 
affected the average deal size and the typology of buyers active 
in the market. Price corrections will continue to affect secondary 
assets, contributing to the deepening of polarisation.

Technological advancements, demographic changes, geo-economic 
tensions and economic pressures reshape sectors and employment 
worldwide. The very strong acceleration of technological progress 
requires increasing investments and workers with high levels of 
education are shifting to larger companies. Companies are forced 
to rethink their labour models, and this can be an opportunity to 
increase the quality of work and business productivity.

24June 2025
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As tenants prioritise talent retention, functionality, and central 
locations, while downsizing and embracing hybrid models, landlords 
face the challenge of adapting portfolios to meet evolving needs, 
repurposing lower-grade assets, and bridging the growing gap 
between tenant expectations and legacy property stock.

As the modern office evolves into a tech-enabled, wellness-focused 
environment to attract talent, the growing divide between prime and 
obsolete assets poses a critical challenge: investors must choose 
between costly upgrades, bold repurposing, or strategic exits to 
keep pace with shifting demand and urban needs.

Leasing market trends show rising transaction volumes, shrinking 
lease sizes, and growing polarisation favouring central, high-quality 
office spaces, signalling continued demand for premium, well-
located assets and increasing pressure on outdated, peripheral 
stock. The market will likely face a growing challenge: repositioning 
or repurposing outdated peripheral assets to avoid long-term 
vacancy and value erosion.
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