Luxury residential enclaves in the Global Prime Sector

WELCOME...
New geographies of wealth are shaping the
world’s luxury residential enclaves

I

n this issue of the Candy GPS Report, produced in partnership with
Deutsche Asset & Wealth Management and with exclusive research
from Savills, we focus on the global luxury leisure market. We pinpoint

the exclusive hot spots where ultra-high-net-worth individuals (UHNWIs) are
buying additional homes around the world, together with the more “local”

A

leisure enclaves that are driven by domestic wealth. Our research shows
that these additional homes are bought for a variety of different pursuits
and climates and how wealth is impacting all of those different locations and
their real estate markets. We also look at the potential complexities of buying
abroad in terms of cultural differences, legal and tax systems and financing.
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Nicholas Candy
CEO, Candy & Candy

CONTENTS
03. New Geographies of Wealth
Buyer trends shape the list of must-own destinations for UHNWIs

06. Americas & The Caribbean
Americans have dominated this market, but Russian, Eastern European
and Latin American buyers are catching up fast

St Moritz, Switzerland

08. Europe, The Middle East & Africa
Home to the most desirable and expensive leisure property

10. Asia & Australasia
Many Asian buyers seek a hybrid of the traditional leisure enclave

12. The Keys to Success
How a strong banking partner can help negotiate the complex reality of
buying a second home abroad

14. The Big Question
Our panel of experts pinpoint the luxury leisure hot spots around the globe

Research by Yolande Barnes, Paul Tostevin and Lucy Greenwood
of Savills World Research

ccording to the private wealth
experts, Wealth-X, the number
of people with in excess of
$30m in assets, known as ultra-highnet-worth individuals (UHNWIs), grew
by 34% between 2009 and 2012. This
has fuelled demand for ultra-prime
residencies in exclusive enclaves
around the world. We have identified
more than 60 international leisure hot
spots that together represent some of
the most desired locations for a variety
of different pursuits, climates and
attractions. We have also highlighted
a selected sample of “local” leisure
enclaves to illustrate the importance of
domestic wealth for certain locations.

DIVERSE ATTRACTIONS
Wider trends in tourism are indicative
of the leisure market generally, but
it does not tell the whole story with
regards to luxury enclaves. The top tier
of global wealth underpins demand in
these locations as an enclave’s relative
popularity can rise or fall by the
number of elite groups who buy or
take their vacations there.
In a competitive marketplace with
a mobile demand base, prime areas
for additional homes are increasingly
diversifying their offer. Phuket may be
best known for its beaches, but it also
offers championship golf courses.
The Monterey Peninsula in the US
is famous for its Pebble Beach and
Cyprus Hill golf courses, but residents
also enjoy proximity to the coast,
deep-sea fishing, sailing and Pacific
views. The grouse moors of Scotland
offer seasonal shooting, but also boast
fishing and stalking. Outside the ski
season, Niseko’s golf courses in Japan
provide year-round entertainment and
some European and US ski resorts are
as active in summer with hikers as they
are with skiers in winter.

PRIME ENCLAVE INDEX *

BUYER TRENDS
Motives for buying in any one of the
exclusive enclaves listed here are as
many and varied as the people that
inhabit them but each has won a
place in the list of must-see, mightown destinations for the world’s
super wealthy. UHNWIs operate on
a truly global basis. This means that
their choice of location for additional
homes is a footloose one and is
based on their passions, interests,
values and perceptions of different
places. Predominant practices and
experiences in a homeland can also
affect the behaviour of buyers when
overseas. Consequently, certain types
of property and locations can appeal
more to some nationalities than others.
STATUS ENHANCING
North America is home to the world’s
largest concentration of UHNWIs,
totalling some 65,000 in 2012. Money
from this region is much less footloose
and tends to stick to home, or near
home, territory that offers a wide
variety of different environments.
American wealth goes primarily to
the Caribbean and North American
hot spots.
Russian wealth drives many of
the luxury enclaves listed here. The
participation of this nationality in
additional home buying is an extension
of their “dacha” culture back home.
Rich Muscovites have, over the
centuries, owned both a city home
and a country house, or dacha. This
has been easily translated into the
ownership of other status-enhancing
properties across the globe. Modern
Russian wealth flows primarily into the
Mediterranean, the South of France,
Italy and, increasingly, to emerging
destinations in the Eastern Med such
as Montenegro. Russian buyers are

The Global Prime Sector’s top residential enclaves ranked by global
reach, real estate values, exclusivity and luxury tourism

RANK

ENCLAVE

COUNTRY

TYPICAL
5 BED
PROPERTY ($)

1

Côte d’Azur

France

$28.5 m

2

Costa Smeralda

Italy

$11.5 m

3

St Barts

St Barts

$14.0 m

4

Aspen

USA

$13.0 m

5

Monaco

Monaco

$24.0 m

6

Barbados

Barbados

$23.0 m

7

St Moritz

Switzerland

$8.5 m

8

Seychelles

Seychelles

$8.0 m

9

Maldives

Maldives

$6.0 m

10

Lake Como

Italy

$9.0 m

11

Monterey Peninsula

USA

$11.0 m

12

Gstaad

Switzerland

$7.0 m

13

Emirates Hills, Dubai

UAE

$8.0 m

14

Verbier

Switzerland

$10.0 m

15

Palm Beach

USA

$8.0 m

16

Vail

USA

$12.0 m

17

Venice

Italy

$5.0 m

18

Malibu

USA

$18.0 m

19

Courchevel

France

$7.0 m

Canouan

St Vincent &
Grenadines

$6.0 m

20

* Rankings are calculated on the following variables:
-

Luxury residential: the average price of prime residential property
Luxury tourism: the highest price for a luxury hotel suite
Global reach: the international draw of the enclave
Exclusivity: exclusivity among the global elite

Source: Savills World Research

Porto Cervo, Sardinia

The GPS Report is produced by Candy & Candy. All information correct at time of going to press. All rights reserved. Articles may not be reproduced without written permission from Candy & Candy. Opinions expressed are those of
the author and not Candy & Candy. While every care is taken in compiling the content, neither the publisher, nor Deutsche Asset & Wealth Management, nor Savills UK Ltd assumes responsibility for effects arising from this publication.
Investment advice: The information and opinions expressed in this magazine do not constitute professional advice and should not be relied upon. Specific advice relating to your individual circumstances should be obtained.
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also particularly active in the United States
and Caribbean. In this respect, many
purchasers are following a well-worn route
of European money that had previously
established these destinations as areas of
“must-have” property ownership.
Middle Eastern buyers are also an increasingly
prevalent buyer group in the global additional
home market. Not surprisingly, they are already
the dominant buyer group in Dubai and Abu
Dhabi’s leisure developments, but they are also
to be found in the key luxury Mediterranean
resorts, and have been high profile investors in
Marbella and the Costa Smeralda, or Emerald
Coast, of Sardinia.
EXCLUSIVE URBAN ENCLAVES
Asia, in spite of having an UHNWI population
of 43,000 individuals, does not have a culture
where additional home ownership in leisure
destinations is usual. The majority of homebuying activity in the Asia-Pacific enclaves such
as Phuket and Bali, for example, has been
by expats. Sun, sea and sand, for example, are
less highly valued and real estate purchases are
singularly concentrated in urban centres, rather
than the countryside or seaside. Many of the
newly wealthy in China view the countryside as
inferior to urban environments. Some Chinese
buyers have discovered the joy of vineyard
ownership or skiing, but these remain in a
minority compared to those preferring to buy
into infrastructure projects, agricultural land or
income-producing real estate investments in
more rural areas.
Wealthy Chinese have invested in exclusive
urban enclaves in both China and abroad.
China’s Hainan island is perhaps an exception
to the urban ideal as it is emerging as a highend destination close to home, while recent
Chinese purchases of Bordeaux vineyards
do point towards a potential new wave of
investment-focused lifestyle purchases.
GROWING INTEREST
We expect the next few years to see some of
these resorts catching up with the real estate
growth seen in global cities. There will be those
that underperform as they fall out of fashion as
well as new entrants to the global super league
that become more fashionable. New clusters
of newly wealthy additional home owners
will ensure that the number of super luxury
enclaves that we report on, and which are
traded among global elites, is likely to grow
in coming years.

WHERE IN
THE WORLD?

TEGERNSEE
ST ANTON
GSTAAD
KITZBÜHEL
ZERMATT
VERBIER
ST MORITZ
LAKE LUGANO
LAKE COMO
VENICE

MEGÈVE
COURCHEVEL
VAL D’ISÉRE

BO RDEAUX

MONACO
CÔTE D’AZUR

We pinpoint where the luxury leisure enclaves are around the globe
and reveal the major buyer groups of these additional homes

FORTE DEI MARMI
TUSCANY
PORTO MONTENEGRO
COSTA SMERALDA
CAPRI

MALLORCA

CORFU

IBIZA
AEOLIAN ISLANDS

QUINTA DO LAGO
SOTOGRANDE

SCOTTISH MOORS
SYLT
WHISTLER

PORTO HELI

LA ZAGALETA
MARBELL A

TÜRKBÜKÜ
GOCEK MARINA

RAZDORY

WENTWORTH

MARTHA’S VINEYARD
VAIL
ASPEN
MONTEREY PENINSULA
MALIBU

NAPA VALLEY

NEWPORT
THE HAMPTONS

MEDITERRANEAN
AND THE ALPS

NISEKO

MARRAKESH
PALM BEACH
HARBOUR ISLANDS, BAHAMAS
BRITISH VIRGIN ISLANDS
MUSTIQUE
CANOUAN

EMIRATES HILLS
YAS LINKS
ALIBAG

ST BARTS

HAINAN

BARBADOS

PHUKET

KOH SAMUI

MARINAS
MALDIVES

SKI RESORTS

SEYCHELLES
BALI

VINEYARDS
GOLF

BORA BORA

TRANCOSO
BÚZIOS

PRIMARY PURCHASER GROUP
WORLDWIDE

MENDOZA
CAPE WINELANDS
WAIHEKE ISLAND

EMEA & CIS
AMERICAS & CARIBBEAN
ASIA AND AUSTRALASIA

Yolande Barnes
Director
Savills World Research
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AMERICAS &
THE CARIBBEAN

THE CARIBBEAN
The Caribbean remains the best known luxury
winter sun destination for UHNWIs. The residential
markets here did suffer in the wider global
economic downturn, particularly on some of the
larger islands that saw high levels of development
in the run-up to the market peak. However,
scarcity of stock at the very top end of the market,
combined with new sources of global buyers, have
helped to sustain prices on the smaller and most
exclusive islands.
Saint Barthélemy, or St Barts, is one such market,
and arguably the most exclusive Caribbean
leisure enclave today. The island has long been a
playground of the rich and famous – back in the
1950s it was a luxury retreat for the Rockefellers
and Rothschilds – and today the island hosts
celebrities such as Jay-Z and Beyoncé, as well as
Russian oligarch Roman Abramovich. Just 22
square kilometres in size, with a population of
9,000, the island’s language, cuisine and culture is
distinctly French.
The much larger island of Barbados (20 times
the size of St Barts) provides a wider range of
facilities and services and has long catered to
the global elite. The exclusive Sandy Lane resort
remains the island’s most desirable enclave.
Barbadian residential communities include polo

grounds, golf courses, water sports, marinas, spa
centres, restaurants and boutique shopping.
Given its historic ties, the majority of property
buyers on the island have been from the UK.
Europeans account for the majority of tourists on
the island (39% in 2012, see below right), although
in more recent years improved flight connections
to North America have resulted in a rise in property
buying interest among both American and
Canadian purchasers.
Another notable luxury enclave in the Caribbean
is the British Virgin Islands. A prosperous offshore
financial centre, the four main islands provide
all the benefits of the Caribbean landscape
and climate, combined with a favourable tax
environment. Richard Branson’s Necker Island is
located within the archipelago.
Other Caribbean hot spots include Harbour Island
in the Bahamas – a cool and classy haunt for wealthy
Americans, famous for the pink sandy beaches on
its eastern shore. Mustique, a small private island of
just 100 private villas, has over the years attracted
celebrities and British royalty, including the Duke
and Duchess of Cambridge who vacationed on
the island in February 2013. Canouan, belonging
to St Vincent, is an up-and-coming UHNWI resort

Source: Savills World Research
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NORTH AMERICA
At the other end of the climatic scale, North
America offers some of the most prestigious
ski resorts. Vail and Aspen in Colorado and
Whistler in Canada’s British Columbia are widely
recognised as among the best ski areas globally.
These resorts attract visitors and homeowners from
around the globe, particularly those who favour
English-speaking staff.
Another driver of North American second home
purchases are the wealthy of the urban centres
looking for rest, relaxation and recreation in nearby
beauty spots. California’s economic prowess and
vibrant tech and entertainment industries have
fuelled demand for property in the luxury leisure
enclaves clustered around San Francisco.
The Monterey Peninsula is home to Pebble Beach,
widely regarded as one of the most beautiful golf
courses in the world. It hugs the rugged coastline
and enjoys views of Carmel Bay on the south side of
the Monterey Peninsula.

EMERGING SOUTH AMERICAN ENCLAVES
South America is seeing the emergence of luxury
leisure enclaves, buoyed by growing domestic
wealth. The super wealthy from the Brazilian megacities are now fuelling demand for luxury property

in Trancoso and Búzios on the coast of Brazil, for
example. These are small, exclusive and understated
resorts characterised by historic buildings and rich
history. Búzios was once a haunt of Brigitte Bardot
but remained relatively obscure until recently. It is
now emerging as a more international destination.
Las Lenas, Argentina, is an emerging luxury ski
resort at high elevation in the Andes. Infrastructure
in the resort is more limited than some of

St Barts
USA
Barbados
USA
USA

those established ski destinations in the northern
hemisphere and as a consequence, it is Mendoza,
the resort’s gateway city, that has attracted the lion’s
share of wealthy investors. Mendoza also benefits
from proximity to the vineyards of Chacras de Coria
and Maipo.

Paul Tostevin
Associate, Savills World Research

Lancaster Ridge, Barbados

TOURIST ORIGIN IN 2012, SELECTED CARIBBEAN DESTINATIONS

TOP FIVE LEISURE ENCLAVES
St Barts		
Aspen		
Barbados
Monterey Peninsula
Palm Beach

destination that has experienced significant
infrastructure investment. Major upgrades to its
airport have brought more of the global wealthy
within its reach.

% OF TOURIST ARRIVALS BY ORIGIN
IN 2012

BUYERS FROM THE UNITED STATES dominate
second-home purchases in this global region,
characterised by high-profile buyers from the
continent’s entertainment, business and political
elite. While purchase numbers from the US were
dented during the global recession, they remain by
far the most dominant purchaser group.
Canadian purchasers have also been particularly
active in recent years due to a booming economy
and subdued US real estate prices. But the fastest
growing buyers in the region today are Russians,
Eastern Europeans and Latin Americans.

The Napa Valley, to the north of San Francisco,
offers North America’s finest wine country, while
laid-back Malibu on the coast north of Los Angeles
is home to a number of A-List Hollywood stars
and some of Silicon Valley’s wealthiest individuals.
Average incomes here are nearly 3.5 times the
US average (see below, far right). Indeed Malibu’s
Carbon Beach is often dubbed “Billionaire’s Beach”.
Over on the east coast in Florida, Palm Beach,
north of Miami, is home to a number of the world’s
most expensive properties. Some 10% of this town’s
residents are Russian. Florida’s most expensive
transaction for a single family home was the sale
of Donald Trump’s $95m beachfront mansion to a
Russian oligarch in 2008.
Much further north, up the Atlantic-facing east
coast, wealthy New Yorkers have been splitting
their time between the city and their country
estates in the Hamptons for decades. A home in
the Hamptons is a must-have summer and weekend
counterpart to a weekday Manhattan apartment for
the Big Apple’s social elite.
To the east of the Hamptons, and south of Boston,
the coastline of Massachusetts and the affluent
second home islands of Martha’s Vineyard and
Chappaquiddick have been the playground of
established American families and Washington’s
political elite for generations. Now the haunt of a
wide variety of artists, writers, filmmakers and other
celebrities, Martha’s Vineyard is a byword for highend second home ownership.

US LEISURE ENCLAVES WITH THE HIGHEST CONCENTRATION OF WEALTH
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Luxury enclaves range from summer retreats such as the Hamptons and
Martha’s Vineyard to the established winter sun destinations of the Caribbean
and emerging South American ski resorts such as Argentina’s Las Lenas
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EUROPE, THE MIDDLE EAST
& AFRICA (EMEA)

THE COSTA SMERALDA
The Costa Smeralda, or Emerald Coast, is a 35
mile long stretch of rocky coves and beaches on
Sardinia’s northern shore. The brainchild of the Aga
Khan, who came across the area on a yachting trip,
initial development began in the late 1950s with the
creation of Porto Cervo.
Today, the Costa Smeralda is home to luxury
resorts and marinas, attracting a range of high profile
visitors and residents. It vies with the Côte d’Azur
as the most expensive of the global luxury enclaves
and accommodates some of the world’s biggest
luxury yachts.
A vast luxury portfolio stretching the coastline,
with its roots in the Aga Khan’s original investment,
was sold to the Qataris in 2012 who plan further
investment in the region.
Sardinia enjoys a relatively stable residential
property market, characterised by slow and
steady growth. While transactional volumes were
hit during the global recession, property prices
have remained static.

Source: Savills World Research
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EMERGING HOT SPOTS
While Europe is home to the highest profile ski
and sun enclaves, EMEA as a whole encompasses
a diverse range of other established and emerging
luxury leisure destinations. Sylt, the northernmost
island in Germany for example, with its sophisticated
beachside homes, has long been associated with the

CÔTE D’AZUR - PRIME LEISURE PROPERTY

Yolande Barnes
Director, Savills World Research

Verbier, Switzerland

SWISS RESORTS LEAD THE MARKET IN TERMS OF AVERAGE VALUES

FRANCE

SWITZERLAND

115
110
105
100
95

France
Italy
Monaco
Switzerland
Seychelles

developments in the UAE. The Arab Spring has
reinforced the appeal of the UAE as a “safe haven”
within the Middle East, fuelling a price recovery
in the country. By contrast, some emerging
North African enclaves in less stable countries
have suffered.

SPORTING ESTATES
Scottish grouse moors and other English and Irish
sporting estates provide both leisure property
and an income-producing asset for those who
love hunting, shooting and fishing. Offering
beautiful scenery (some 70% of Scotland’s grouse
moors are designated Sites of Special Scientific
Interest), and historic houses, these estates are
in strong demand from UHNWIs. A grouse moor
and estate typically also offers stalking and/
or fishing, to complement the grouse shooting
season. For UHNWIs, the upkeep and management
costs can be inconsequential; owners have been
known to helicopter in all the requisite resources
in preparation for just a short stay. Although a
specialist type of real estate, Scottish grouse moors
attract a wide range of international buyers seeking
this niche, rarity item for their property collection.
Buyers are from the US, South Africa, Italy, France,
Scandinavia, Hong Kong and Russia.

CÔTE D’AZUR PRICES SOFTENED BY PROPOSED WEALTH TAXES

TOP FIVE LEISURE ENCLAVES
Côte d’Azur
Costa Smeralda
Monaco
St Moritz
Seychelles

THE ALPS
The prime destinations here have proved relatively
resilient to the wider market downturn in Europe,
due to a diverse international buyer base and an
expanding global UHNWI population.
It is this sustained growth in the number of global
UHNWIs that has helped to drive demand for the
Alpine hot spots. Prices in the premier Swiss resorts
of St Moritz, Verbier and Gstaad are considerably
higher than elsewhere in the Alps, reflecting both
the profile of its buyers and the relatively strong
Swiss franc (see below, right).
Switzerland's status as a safe haven — with its
attractive fiscal environment and historical political
and economic stability — draws UHNW property
investors and also those with permits to live and
work in the country. Historically, the Swiss Alps
market has been dominated by British and other
Northern European buyers, but the last few years
have seen increasing investment from Asian buyers.
Val d’Isère, Courchevel and Megève command the
highest average prices respectively in the French
ski resorts, where asking prices for chalets are more
than $1,200 per square foot. These resorts attract a
mix of European buyers, including Russians, as well
as generating strong domestic demand.

German jet set. In Africa, the Cape winelands are
emerging as a luxury home-buying destination,
while the Seychelles are seeing increasing second
home buying activity, complementing its existing
luxury vacation offer.
World-class golf courses anchor Portugal’s Quinta
do Lago, Spain’s Sotogrande and La Zagaleta, and
England’s Wentworth. Golf is also at the heart of
Dubai’s Emirates Hills and Abu Dhabi’s Yas Links

AVERAGE APARTMENT PRICE €/SQ M

CÔTE D’AZUR
For summer sun, the Côte d’Azur is the world’s
most expensive, and desirable, luxury leisure
enclave. Easily accessible from Nice and Monaco, its
exclusivity, as well as the warm climate, ensures that
it remains a firm favourite with UHNWIs. Properties
here are very carefully designed to maximise
privacy and sometimes have a private beach. This is
increasingly sought after as parts of the wider area
become increasingly commercialised and urbanised.
The most exclusive enclave is Saint-Jean-CapFerrat, a peninsula of 282 acres, and home to 2,100
inhabitants. Only 10 minutes from Nice and Monaco,
it boasts 500 luxurious villas, with residents
including Microsoft co-founder Paul Allen and
Andrew Lloyd Webber.
The Côte d’Azur region attracts buyers from
across Europe, North America, and most actively at
present, from the Middle East and Russia. Like the
rest of France, market sentiment in the Côte d’Azur
suffered from the new and proposed taxes on the
wealthy and their second homes. Prices for the top
tier of properties fell by around 10% in 2012, but
these have since stabilised as it has emerged that
President Hollande’s tax plans are probably less
draconian than originally feared. Transactions are,

however, well below peak levels, with many property
owners holding on to their homes while the wider
eurozone crisis plays out.

INDEX (2005 = 100)

THE SUPER LUXURY
Côte d’Azur, Sardinia’s Costa Smeralda and Italy’s
Lake Como are the ultimate European destinations
for a summer second home. In the Alps, resorts
such as Courchevel, St Moritz, Gstaad and St Anton
are the places to “ski and be seen”. Meanwhile,
the Mediterranean offers a huge range of golf
resorts, super-yacht harbours and even vineyards.
The cachet of a European second home in the
right resort is a must-have for many of the global
elite, while the vast array of historic areas, culture
and beautiful countryside in developed and safe
jurisdictions provides an endless choice of
“get-away-from-it-all” single-property retreats.

The Austrian resorts are actively marketed in
the Middle East, and this is expected to result
in increased demand for property from that
region in future. Property buyers in St Anton are
predominantly from the UK, Germany and the
Netherlands but, in recent years, there has been a
rise in the volume of investors from neighbouring
Eastern European countries.
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While Europe is home to some of the world’s most desirable, and expensive,
leisure enclaves, EMEA as a whole offers a wide and diverse range of both
established and emerging luxury leisure destinations
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ASIA &
AUSTRALASIA
The majority of Asian wealth has traditionally flowed into luxury enclaves
in major cities, with much of the second home buying activity coming from
European, American and Australian expats

SAVILLS WORLD CITY INDEX
PHUKET
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BALI

Paul Tostevin
Associate, Savills World Research

GLOBAL SUPER-YACHT SALES ON THE RISE

SAVILLS LEISURE PROPERTY INDEX
NISEKO
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providing membership services and facilities such
as restaurants, bars, retail and entertainment.
The craft demanded are different too: the Chinese
favour larger indoor areas for entertaining activities
such as mahjong and karaoke, smaller outdoor
decks and fewer sleeping cabins.
This kind of “hybrid” leisure enclave may point
towards the future of leisure destinations in some
emerging economies.

Soneva Fushi, Maldvies

200.0

Maldives
French Polynesia
Thailand
Japan
Thailand

Source: Savills World Research

ATTENTION ON CHINA
To date, additional home purchases by wealthy
Chinese buyers have been focused on cities, with
a keen eye on prospects for capital appreciation.
Current cultural norms mean that indoor leisure
pursuits are favoured over sun and sea and, as a
consequence, Chinese buyers have been found to
seek a different product to those from the West.
Hainan, an island in the South China Sea has been
designated by the government as a major tourist
destination. Sanya, on the island’s southern tip is
its best known tourist enclave, with Haitang Bay
dubbed the “Chinese Riviera”. Resorts here are
developing with China’s specific demands in mind:
there is an emphasis on luxury retailers, while hotels
and villas are designed with a higher ratio of indoor
to outdoor space than would typically be found in
a leisure resort.
A rapidly growing high-net-worth population and
a desire for trophy assets is fuelling the Chinese
market for yachts and super-yachts (those in excess
of 24 metres in length). According to the China
Cruise & Yacht Industry Association, the number

ASIAN MONEY FLOWS TO URBAN CENTRES

TOP FIVE LEISURE ENCLAVES
Maldives
Bora Bora
Phuket
Niseko
Koh Samui

NISEKO, JAPAN
The town of Niseko on the northern island of
Hokkaido is one of the most popular luxury resort
destinations in Japan. Famous for its plentiful
powder snow and the iconic Mount Yōtei, this
vibrant valley resort is internationally recognised
as a world-class ski destination, and as such draws
visitors from across Asia Pacific and beyond.
It is proof that new types of resort and new luxury
residential destinations can be created in Asia
where none existed before. Although distinctly
Japanese in style, the resort is modelled on
European and North American resorts. It illustrates
how, when it comes to catering for global UHNWIs,
new resorts and destinations of all types are likely to
be an international product with some local flavour.
After the launch of direct flights between
Hokkaido and Cairns in 2005, there was increased
Australian demand for holiday properties and
development sites. This provided a significant boost
to residential prices in the area. Since then, the
market has attracted capital from countries such as
Hong Kong, mainland China, Singapore, Korea and
Malaysia, so demand for luxury residential property
has remained robust. Given the town’s high price
point and relative distance from Japan’s main island

of yachts in China is tiny compared to the rest of
the world, but it is anticipated to increase from just
3,000 craft in 2012 to 100,000 by 2020.
The rapid growth of the sector is creating demand
for new marinas in the country. With 18,000 km of
mainland coastline, 14,000 km of island coastlines,
6,500 islands and 24,800 lakes, China has huge
potential to develop its “water market”. Given the
way the Chinese use their boats, these new marinas
are designed as leisure enclaves in their own right
with a high level of shore-side facilities. China has
pioneered the “marina country club concept”,

SUPERYACHT SALES BY HALF YEAR

PHUKET, THAILAND
Phuket is Asia’s best established leisure destination,
with extensive infrastructure, ranging from luxury
resorts to world-quality golf courses. UHNWIs
are attracted to Surin Beach, which is relatively
undeveloped and benefits from a Thai coastal village
atmosphere. Surin is located on the preferred
north-west island elevation and is home to a group
of select luxury resorts and villas.
Historically, UK and US buyers were the mainstay
of the luxury Phuket market, though today buyers
from Hong Kong, India and Russia are present. Villa
sales in Phuket vary from $1 million to $3 million in
the most heavily traded range, reaching $8 million
to $12 million at the premium end. Prices in Phuket
have appreciated by just 13% in the past five years,
although an increase of 5% was recorded in the first
six months of 2013.

BUKIT PENINSULA, BALI
The real estate industry in Bali has grown alongside
the tourism industry, which has prospered since its
beginnings in the 1970s. The island attracted around
7.9 million international visitors in 2012. Ubud, Sanur,
Nusa Dua, Jimbaran and Seminyak are the island’s
most sought-after destinations.
The Bukit Peninsula is commonly known as
millionaire’s row, popular with the rich and famous.
International buyers are lured here by the cliff-top
views and the exclusivity of the location. Besides
the cliff-hanging temple at Uluwatu, other attractions
include spectacular beaches suitable for surfing.
This area is rocky and arid and prior to recent
development was a relative backwater on the
southern peninsula.
Price growth in Bali has been modest over the last
five years but rose by 11% in the first half of 2013.
Recent price growth has been driven by rapidly
appreciating land values, a shortage of new supply
and increasing demand from a growing number of
domestic UHNWIs. The challenge will be delivering
new development to meet demand, while avoiding
over-development and maintaining the bohemian
vibe that made Bali popular with the “alternative”
wealthy sun-seeker in the first place.

INDEX (100 = DEC 2005)

WHILE THE NUMBER of Asian UHNWIs has grown
rapidly, the demand for super luxury real estate
in the region has been an urban phenomenon
rather than a rural one, and prices have performed
accordingly (see below, right). We expect this to
change as certain locations and types of luxury
residential property come to be associated with
new wealth and prestige rather than old poverty
and the domain of the rural poor.
Asian second home leisure purchases are
concentrated in just a handful of enclaves,
namely the Thai resorts of Phuket and Koh Samui,
Indonesia’s Bali, and Niseko in northern Japan,
which is popular for skiing. Another enclave in the
region with global reach is the Maldives, which
offers a refined, hotel-serviced villa product.
There are also local hot spots in Asia and
Australasia. New Zealand’s Waiheke Island, for
example, is famous for its vineyards and beaches.
It is within easy reach of Auckland, so it serves the
city’s domestic rich.

of Honshu, the Niseko luxury residential market is
as much focused on international demand as it is
on Japanese demand.
With some large landmark developments being
pushed back or halted as a result of the financial
crisis, much of the current residential stock in
Niseko consists of assets between five and 10 years
old. Prices for luxury residential properties in the
area range from JPY800,000psm ($750psf) to
JPY1.3 million psm ($1,200psf). In common with
the rest of Japan, prices have seen a steady, albeit
modest, decline in the last decade, which even the
resort’s foreign buyers have been unable to stem.
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THE KEYS TO
SUCCESS
The reality of buying your dream home abroad makes it imperative that
you enjoy the support and trust of a strong financial partner who fully
understands the global perspective

B

uying a second home can be a mix of heart
and head, prompted by a few fantastic weeks
spent immersed in local wine, food, and
culture. But alongside the romance there is an often
complex reality: cultural nuances, tax systems, due
diligence, and financing.
At Deutsche Asset & Wealth Management
(DeAWM) we look after more than 80,000 wealth
management clients around the world giving us a
deep understanding of UHNWIs, both professionally
and personally. Our clients range from Chinese
entrepreneurs to some of Europe’s oldest families,
and from restaurateurs to hedge fund managers.
We’ve had European clients fall in love with a rented
villa in the South of France and make an impulse
offer on the spot. Conversely, our Asian clients
typically prefer to buy in global cities where they
have business or family interests, such as London
or New York.

Lake Como, Italy

CULTURAL DIFFERENCES
Sun and ski holidays are entrenched in European
culture, and are equally popular in many parts of
the established “new world”. The Côte d’Azur and
Alps have been playgrounds of the wealthy for over
a century; however, many of the emerging wealthy
in Asia and the Middle East have entirely different
approaches to leisure time. Wealthy individuals
in China have often built up their wealth, run
operational businesses, and take very few holidays;
when they do travel for pleasure their preference
is often to explore cultural centres like London or
Paris. Sun holidays are often an alien concept to
people living in hot climates.
These cultural differences don’t only impact
leisure preferences. There is also a correlation
between culture and investment return
expectations. Clients buying in traditional holiday
destinations are often less concerned with the
liquidity of the market and costs associated
with ownership.
Our American clients will own multiple homes
across the United States – from the Hamptons to
Vail – and are undeterred by high property taxes.
Similarly, the well documented charms of the Côte
d’Azur are still considered sufficient compensation
for France’s challenging tax system; in 2012, 90%
of all property purchases in the area were made
by non-locals.

Conversely, Asian clients often consider property
as a primary asset class and a central part of their
investment portfolio. London buyers are driven
as much by investment return and the secondary
market as the city’s cultural and social attractions.
Mahesh Satya, DeAWM’s Head of Lending in Asia
Pacific, said: “A number of our clients have looked
into buying properties in France and backed out at
the last minute because they weren’t comfortable
with the tax and legal systems – they’d rather just
stay in a beautiful hotel when they are in Paris.”
One thing is certain though: as the number
of UHNWIs continues to expand, there will be
increased competition for what is a fairly scarce
pool of luxury holiday homes. As prices increase, it
will become more important for buyers to ensure
they have access to the best possible advice and
enjoy the support of a strong financial partner.
The due diligence process is often the most painful
for our clients – particularly when they have fallen
in love with a property. Intangibles can have a
significant impact on the value: leaseholds, title
issues and planning must all be considered. While
it’s painful to discover your dream house may be
worth less than you expect, it is much better that
one learns of any issues that may affect its value
before actually buying it.
Location, square footage and finish are the
obvious drivers of a property’s value – but at the
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luxury end of the spectrum, there are a number of
other factors to consider. Buyers need to have a
strong understanding of legal and tax considerations,
for example, to ensure they are actually getting what
they are paying for. These considerations can vary
significantly depending on a country’s regulatory,
tax and legal landscape; it’s important that buyers
engage with both their own lawyers and their bank’s
legal team to understand – and, where appropriate,
challenge – potential obstacles.
LEGAL AND TAX SYSTEMS
One must also consider macro-economic factors
when buying a property in the luxury segment.
Classic luxury holiday destinations across Europe
are going through periods of economic upheaval,
with not insignificant consequences for UHNWIs
with local interests. For example, the current French
government has introduced a number of policies
that impact the UHNW segment: increasing capital
gains tax to 34.5% from 19% and implementing a
wealth tax applicable to anyone holding French
assets, including property. As a consequence,
transactions in the South of France luxury property
market – which managed to maintain its values
in the wake of Lehman’s collapse – have slowed
considerably whilst buyers get to grips with the new
tax environment.
Without a solid appreciation of all these factors,

it is very difficult for buyers to understand the
valuation of their property. Without the advice of a
top solicitor, tax advisor, and private banker one is
at risk of paying far more than a property’s realistic
value. Michael Darriba, DeAWM’s UK Head of
Lending, commented: “I’ve seen many cases where
clients have wanted to acquire property at a certain
figure, but have then been shocked to learn that
issues with the property’s title result in a significant
discount to the value. Given that any loan DeAWM
would consider is based on a percentage of that
professional valuation, it can mean that clients
may have to invest greater levels of equity to
buy the property.”
Once the value of the property and sale price
have been agreed, the buyer needs to look into
financing the transaction. Some people still use
cash to buy second homes. Wealthy Americans
often prefer to pay cash when buying properties in
Europe, although they will finance US properties
with traditional mortgages.
The tax system in your home market will dictate
the options available to you in terms of financing
a second home abroad. For example, Asian clients
buying properties in Europe will often set up an
offshore trust and hold the assets through this
vehicle. While this approach is becoming less
advantageous from a tax perspective – the UK
introduced a number of tax measures aimed at

when structuring financing. As importantly, they are
also in a position to move much more quickly.
Finally, when financing a property you need
to consider the strength of the bank with which
“non-natural persons” in April this year – some
you partner. Banks with balance sheet strength
clients still prefer to use separate trusts as the
and excellent risk management are much more
assets are easier to unwind.
comfortable offering credit, particularly for
more complex transactions. Banks with a history
FINANCING OPTIONS
of successful credit relationships – particularly
More traditional financing options are still the most multifaceted, cross-border transactions – have the
popular, comprising a mix of both equity and debt.
experience and relationships necessary to ensure
Financing is usually provided based on the value
a seamless transaction from valuation, to financing,
of the property itself, but DeAWM is often able
to exchange. Marcus Mitchell, Head of Lending in
to consider other assets in the client’s portfolio to
the Americas, remaked that: “DeAWM has been a
support the loan should it be necessary. DeAWM
significant provider of credit in the Americas for many
can provide financing against assets ranging from
years – this depth of experience gives us the ability
real estate to investment portfolios, to private
to support all clients with interests in the United
aircraft and fine art.
States, be they American or non-national. Our global
The financing options available to a client depend footprint gives us a unique perspective.”
to great extent on the existing relationship with a
Beautiful locations, memories, and experiences
private bank. Typically, there is a need to move fast make for a heady combination – so it’s important
when arranging the financing for a luxury property
to temper this with the sobering influence of your
in a sought after location – when a bank has a deep banking partner. It’s our job as your bank to ensure
understanding of the client’s financial situation, they that the valuation and financing process is as easy as
are able to process the transaction at speed. “We’ve possible, freeing you to enjoy your new home.
managed to finance real estate transactions in less
than a month,” Darriba said.
Banks prefer to have a holistic understanding
of their client’s financial requirements; however,
any perception that this is not advantageous
to the client is wrong. When banks have a full
Balaji Prasanna
understanding of a client’s wealth, they are in a
Head of Lending and Deposits
position to be much more responsive and creative
Deutsche Asset & Wealth Management
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THE BIG QUESTION
UHNWIs operate on a global basis, so in terms of buying
additional prime homes the world is truly their oyster.
Here we ask the experts to pinpoint the most desired
international locations for a variety of different pursuits,
climates and attractions

"The Hamptons are a favourite destination in the summer
— many New Yorkers keep a second home there. The beaches
are considered some of the best in the US and the food is
fresh and local. The South of France and Tuscany also provide
incredible vacation destinations.
"For winter sun, St Barts remains the most popular. It’s a great
social scene with European flair. For skiing, families gravitate to
Colorado, whereas more serious skiers go to Alta in Utah or
Jackson Hole in Wyoming. Verbier is popular with the Europhiles.
"As for new destinations, families with children have started
‘eco-touring’, for example: travelling to Africa for
safaris and to South America for tours of the
Amazon basin."

Terri Sohrab
Managing Director, UHNW Private Banker, New York
Deutsche Asset & Wealth Management

"A super-yacht is the ultimate leisure 'vehicle' and has a unique
attraction for UHNWIs. The Mediterranean remains a magnet
for summer cruising due to the diversity of culture and shorebased activities. The Eastern Caribbean and the Bahamas hit
the spot for more relaxed tropical island living and water-based
activities. For the intrepid super-yacht aficionado, destinations
such as French Polynesia, Fiji, Thailand, the Maldives — and
even Alaska are desirable for the pure 'Columbus factor'.
"Croatia and Montenegro are increasingly popular with the
yacht set as witnessed by the number of vessels based in the
Adriatic each summer. If Spanish charter legislation on foreignflagged yachts is finally relaxed, the Balearic Islands
of Mallorca, Menorca and Ibiza (which have
been off limits to super-yachts) are certain to
become the newest cruising hot spots."
Alev Karagulle
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"There are a number of criteria for a leisure property purchase
that UHNWIs will take into consideration during the buying
process. The overriding priority is that it will be somewhere they
can truly relax in the utmost comfort and privacy, in a location
that is close to their friends and somewhere that their families
will enjoy visiting. Exclusivity is an important factor; being in
the vicinity of the best bars, restaurants, clubs, and with easy
access to an international airport or private airfield. Any leisure
property purchase also needs to be a solid financial investment,
an asset that can be passed down to future generations.

"People are moving away from the traditional towards the
experiential. People are taking trips to go kite boarding, diving,
extreme trekking, wilderness camping and, of course, flying
to space! As for the most desired locations, the Caribbean
is great all year round — perhaps even better in the summer
when the crowds disappear. We also see a lot of
people heading to Miami and Los Angeles
during the UK winter months. But the places
everyone seems to be talking about are
Turkey and Montenegro."

It is for these reasons that the renowned leisure hotspots
continue to remain the most popular with UNHW buyers.
Of course, there will always be new and emerging enclaves,
these tend to be located close to developing
business centres — for example, Indonesia
and Ho Chi Min are becoming increasingly
popular due to Asia’s rapid emergence."

Dave Clark

Nicholas Candy
CEO, Candy & Candy

"Time is the greatest luxury these days and UHNWIs are looking
for ways to enjoy that time to the full. Our warm, hospitable
surroundings offer opportunities to work and relax with a
highly personal service that allows guests to concentrate on
experiencing the best that life has to offer. In terms of up-andcoming hot spots, we are opening a luxurious
hideaway on the Bodrum Peninsula in Turkey
next year and we're already seeing great
demand from UHNWIs."

Head of Astronaut Relations, Virgin Galactic

"People still do the season: Monaco for the Grand Prix,
Cannes for the film festival, followed by a tour of Sardinia or
the Adriatic coast. The South of France is always popular.
"For skiing, people are returning to the classics: Courchevel,
Gstaad and Verbier and they tend to buy a chalet in their
favourite place and return every year.
"Eco-tourism is increasingly popular, be it owning an exclusive
hotel in the Galapagos or buying a wildlife-rich ranch in
Venezuela. There’s a lot of interest too in Vietnam at the
moment — there are some amazing colonial
villas in Ho Chi Minh — and one client recently
took his yacht to Burma."

"For snow, UHNWIs spend their leisure time in
Courchevel, Gstaad, St Moritz, Vail, Aspen and
Whistler. And for sun they gravitate to Monaco,
St Tropez, Cannes, Portofino, Porto Cervo and the rest of
Sardinia, St Barts. The up-and-coming
hot spots are Ibiza, Mykonos, Croatia
and Puglia."

James Amos
Director, Boodles

"The Maldives is hard to beat for incredible diving, beautiful
beaches and total relaxation. The Bahamas offers the
chance to experience either the family resorts or the laid-back
outer islands. Mexico has a unique mix of unusual
landscape, great weather, a distinct local culture and
world-class fishing. The Adriatic coast (including Croatia
and Montenegro) is becoming a great new
playground and lastly I believe Sicily should
be on the radar as a potential hot spot."

Sol Kerzner
Chairman & Founder,
One & Only Resorts/Kerzner International

John Matthews
Managing Director & Head of Key Clients, London
Deutsche Asset & Wealth Management

Christophe Mares
EVP & Director of Operations, EMEA & India
Mandarin Oriental Hotel Group

"Courchevel, Verbier and St Moritz are still strong for skiing,
but it’s heli-skiing in Canada that attracts the real high-rollers.
The Caribbean still holds significant appeal with Mustique
attracting the UHNWIs. Indonesia is also high on the list,
with both offering great opportunities for sailing. The new hot
favourite is Mykonos, which is starting to attract UHNWIs away
from Ibiza and St Tropez. The Caucasian region is also one to
watch — including Uzbekistan, Armenia and Georgia. It's
worth noting too that private planes, luxury
yachts and helicopters make most places
accessible, including the increasing trend
towards owning your own private island."

"During the summer season, it's definitely the Mediterranean
— St Tropez, Monaco, Portofino, Sardinia and Ibiza. These
places are full of like-minded peers and they're easy to get to
from Europe and CIS countries. Other great spots favoured
regionally are Hainan Island, Phuket, Goa and Bali.
"The growing influence of emerging markets in the CIS, Africa
and South America continents are not really creating new
hot spots apart from Montenegro, Sochi
and Dubai, but rather cementing traditional
destinations as the places to be for
UHNWIs both as investment and
holidaying opportunities."

"For Europeans, the most exclusive summer locations are the
South of France, Monaco and the Italian Riviera. However
anyone keen on shooting or fishing will be found in Scotland or
Yorkshire from the 12th August. Ultra wealthy Americans travel
to the Hamptons and Martha's Vineyard, whilst in Asia,
Bali, often referred to as the 'St Tropez of Asia', is the most
popular location.
"The up-and-coming hot spots are Canouan — an exclusive
island in the Caribbean with its own private
airstrip for large private jets, and the Maldives
in the Indian Ocean are going from strength
to strength as a trend emerges for hotelserviced luxury in remote settings."

Director of Marketing & Communications

Ben Caring

Steve Varsano

David Forbes

Burgess Yachts

Director, Caprice Holdings

Founder, The Jet Business
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Over the next few years we expect to see some of these luxury enclaves
catching up with the real estate growth seen in global cities.
Nicholas Candy, CEO, Candy & Candy

