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Savills Stand: Zone A Riviera, R7.E74 
(Palais des Festivals)

Our senior directors across the globe provide their top 
tips on where to invest in their local markets

S A V I L L S

p. 18

Savills Café Bar: Sq Reynaldo Hahn 
(off Boulevard de la Croisette)



S A V I L L S  M I P I M  M A T T E R SS A V I L L S  M I P I M  M A T T E R S

p. 3

I AM DELIGHTED TO INTRODUCE 
SAVILLS MIPIM MATTERS 
MAGAZINE AND HOPE YOU HAVE 
A SUCCESSFUL AND ENJOYABLE 
MIPIM 2018.
Our lead article ‘Where would you spend £50m? provides some top tips from our in house 
experts and I am pleased to say property remains in great demand and is a sector of 
choice for most global investors. There is much talk about high asset values and concerns 
that demand may reduce, but the globalisation of the property market provides a breadth 
of security, reinforced by the asset class itself which is resilient to economic fluctuations.

I hope you enjoy the magazine, and some sunshine!

Mark Ridley
Savills CEO UK & Europe
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MARK A NEW LANDSCAPE 
IN WORLD REAL ESTATE? 
By Yolande Barnes, Head of Savills World Research

With so much change, 
some investors may 
be tempted to ditch 
old measures of risk. 
Some may be tempted 
to consider new 
geographies.

It feels like a wide range of global real 
estate markets are converging on a 
high plateau this year.  Many have 
seen rapidly rising capital values as 
yields have compressed, leaving ‘early 
and fast’ risers like London, Hong 
Kong and New York with high asset 
prices, which may remain broadly 
stable for a long while.

With rising interest rates on the 
horizon, will real estate see the same 
sort of corrections experienced 
in world stock markets in early 
February? Our analysis of net 
effective world yields suggests that 
there’s generally plenty of room 
between bonds/base rates and 
real estate yields - so capital value 
corrections shouldn’t be necessary.

Added to this is strong global 
economic growth driving demand 
for real estate. Where this meets low 
supply, rental growth is likely. This will 
be the big driver of any future capital 
growth and, in most markets, is likely 
to offset the effect of rising interest 
rates. Added to this, the global 
weight of money being allocated to 
real estate will tend to keep prices 
buoyant. The only casualty in 2018 
could be transaction numbers where 
a lack of investable stock, and little 
incentive for owners to sell, could lead 
to falling volumes - even as prices rise.  

The global search for income and 
overcrowded core markets has 
changed investors’ attitudes too. 
Limited opportunities in conventional 
world city asset classes means they’re 
increasingly willing to try something 
new. This, along with social and 
technological change, opens up 

opportunities to move into asset 
classes previously seen as ‘alternative’. 
While many of these assets, like 
student housing, logistics and hotels,  
have moved to the ‘core’ or ‘core 
plus’ categories in highly developed 
markets, this doesn’t mean that all 
alternatives will move this way.

With so much change, some 
investors may be tempted to ditch 
old measures of risk. Some may be 
tempted to consider new geographies 
as well as alternative asset classes, but 
this could be dangerous. Alternative 
sources of real estate income streams 
make sense in established locations 
where the process of real estate title 
and registration is familiar and robust 
but can be layered with all sorts of 
other types of risk where it is not.

2018 looks like it could be the 
fulcrum between the late 20th 
century model of benign real estate 
investing and a new era of different, 
income producing but more complex 
investment activity. It may be a very 
interesting year.
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Almost 20 years 
ago only 29% of UK 
households had a PC 
at home, with online 
retail transactions 
totalling just under 
£300 million. 

FROM 
THE 90S 
TO NOW:
By Sally Duggleby, 
Head of Industrial and 
Logistics Occupier 
Services at Savills  

Clearing out the cupboards 
we came across a historic 
document of sorts, dating 
back to 1999. The report 
detailed the potential future 
impact of e-commerce on 
the industrial warehouse 
market. With widespread 
use of the internet still in its 
infancy, the paper predicted, 
with astonishing foresight, 
that a potential boom in 
online retail would lead to a 
significant increase in demand 
for suitable warehouse space, 
which would change the shape 
of supply chains for good. 

Almost 20 years ago only 29% of 
UK households had a PC at home, 
with online retail transactions 
totalling just under £300 million. 
Fast forward to today and 
according to the Office for National 
Statistics in London alone, 93% 
of adults have regular access to 
the internet with online spending 
across the country hitting more 
than £65 billion last year. 

Despite the fact that drones and 
driverless vehicles are now a reality, 
1999 was considered a watershed 
year in terms of technological 
advancement, with more and more 
people waking up to the internet’s 
potential. According to a survey 
of 250 top retailers, that Savills 
undertook at the time, 100% of them 
believed that there was a future in 
online retail, however only 35% had 
a website with a point of sale. Today, 
it is safe to say that a poor internet 
presence has been the downfall of 
many businesses.

So just what kind of impact did 
this have on logistics at the time? 
Back in 1999, just over 1 million sq 
ft of warehouse space was let to 
online retailers over the course of six 
months, this was hailed as a dramatic 
shift with e-commerce taking off 
far quicker than anyone could have 
anticipated. Now, however, online 
retail giants such as Amazon are 
taking as much as 2 million sq ft in a 
single transaction, which is a far cry 
from its first acquisition of 40,000 sq 
ft in Slough all those years ago. 

According to the survey, whilst 85% 
of retailers agreed that they would 
need to acquire more warehouse 

space, 29% had absolutely no idea 
what shape this might take, be that 
local delivery hubs or regional and 
national distribution centres. This 
comes as no surprise, as this shift 
didn’t happen overnight. In fact it is 
only as recently as 2016 that take-
up of warehouse space by online 
retailers overtook traditional retailers 
for the first time. 

Whilst the report gave a pretty 
good indication of things to come, 
the growth of online retail has 
undoubtedly eclipsed expectations. 
In the last few years we have 
witnessed record levels of take-up 
and a critical shortage of stock, yet 
the sector shows no signs of slowing. 

So how will the industry continue 
to evolve? Already, we have seen 
patents registered for underground, 
flying and even underwater 
units. Yet, however sensationalist 
these may seem, the reality is 
that traditional large warehouse 
design is changing and buildings 
are no longer just boxes based on 
supermarket retailers' needs from 
the 1990s. Instead, we can expect 
to see further innovation around 
design and specification: mezzanines, 
battery charging and driverless 
HGV marshalling areas will no doubt 
become common place, not to 
mention an increase in data centres 
to handle the ever growing demands 
of the sector.

p. 6
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WHY CHINESE DEBT 
WON’T DERAIL 
GLOBAL REAL ESTATE 
INVESTMENT IN 2018

In the past, real estate cycles have 
been closely linked to debt cycles 
in many different countries with 
imprudent lending having direct 
or indirect effects on real estate 
markets. Direct effects occur when 
excessive credit is provided for real 
estate purchase and/or development. 
The impact of excessive debt is not 
always first experienced in real estate 
but, if it results in financial crises, 
will eventually be felt because of 
recessionary impacts on housing and 
commercial real estate demand.

It’s little surprise then that world 
real estate watchers are anxious to 
understand from where the next 
financial crisis might spring. Some 
have focussed on China, noting that 
not only have Chinese investors have 
been extremely active in global real 
estate markets over the past decade, 
but levels of debt in the country 
increased by 575% between 2006 
and 2016, according to the Bank of 
International Settlements. Concern 
is rising that this isn’t sustainable 
and might impact the global finance 
system or Chinese demand for 
international real estate. But how 
likely are problems to emanate from 
China and how globally contagious 
could they be?

Although China’s debt growth looks 
high, it’s all relative: China’s ratio of 
debt to GDP has grown from a very 
low level – and is still slightly lower 
than the average of most advanced 
economies. Debt is US$20,000 per 
capita compared with US$145,300 in 
the US and US$134,000 in Japan. If 
China’s GDP continues to climb, the 
debt to GDP ratio could decrease.  

Chinese debt is secured in the 
corporate, not household, sector. 
These corporations are largely state-
owned so debt can therefore be 
managed differently to elsewhere 
in the world. Instead of defaulting, 
loans tend to be rescheduled, debt 
securitised, and ‘zombie’ companies 
merged with solvent ones. What 
household debt there is in China is 

on a par with that of an emerging 
economy at 44% of GDP, compared 
with 80% in the US and 74% in all 
advanced economies.

Most importantly, 95% of Chinese 
debt is domestic. Any problems 
with defaults and foreclosures are 
therefore unlikely to affect the global 
financial system. The state also has 
the means to intervene if necessary: 
China’s official reserve assets of 
US$ 3.2 trillion are more than 
enough to cover all external debt. 
Chinese debt is not, in itself, globally 
contagious – except in as much as 
any internal problems might affect 
cross-border investment demand.

All this points to Chinese debt being 
less of a problem then the headline 
numbers may suggest. But is there 
something else that is?

The Chinese are big savers, putting 
aside on average 36% of their 
disposable income. With few places 
to deposit this cash, many have 
chosen to invest in housing, leading 
to many Chinese cities seeing annual 
double-digit residential price rises.

This local appetite has led to some 
investors seeking holdings outside 
China, in global cities. Although this 
has had significant impacts in certain 
neighbourhoods and on new-build 
markets, capital controls mean that 
the number of Chinese buyers is 
still relatively small, while additional 
controls introduced last year mean 
that Chinese investment in global 
real estate has already shrunk in 
many places. Cooling measures in 
China itself also mean the explosion 
in residential markets has begun to 
abate.

On balance, all this leads us to believe 
that, whatever issues face global real 
estate or financial markets this year, 
they are less likely to originate in 
China than some might think.

By Yolande Barnes, Head of Savills World Research

Most importantly, 
95% of Chinese 
debt is domestic.
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WHAT IMPACT WILL 
INCREASED SCRUTINY BY 
THE CHINESE GOVERNMENT 
ON OUTBOUND INVESTMENT 
HAVE ON THE GLOBAL REAL 
ESTATE MARKET?
By Eric Zhao, Chinese Capital Markets Specialist, and Rasheed Hassan, 
Director, Savills Cross Border Investment

he long-term impact 
of increased control 
from the Chinese 
government is 
hard to predict, as 
country policies will 

always be adjusted to react to 
macro and micro issues. There 
has been a short-term impact, 
in that private Chinese capital 
as well as institutions have been 
more prescriptive than before 
about what assets they will buy 
and some have stopped investing 
overseas all together. 

The Chinese government would 
like investors to be careful and 
smart when they are acquiring 
overseas assets or companies. 
It feels like one of the desired 
effects of this policy is to try and 
separate out those experienced 
investors for whom real estate 
is their core business and those 
who are newer to the markets 
and undertaking very high profile 
trades, that in some cases create 
negative press. 

Assuming that the Chinese 
government’s new regulatory 
approach of controlling and 
monitoring outbound flow, rather 
than curtailing it, does continue in 
the longer-term, globalisation is 
still inevitable for Chinese capital. 
Chinese investors and developers 
will continue to persist in playing 
a significant role within the UK 
market in particular as it aligns 
with their economic, legal, political 
and social standards.

London will still be the dominant 
home for Chinese investors 
(Hong Kong and Chinese 
investors accounted for 32.9% 
/ £6.42 billion of all commercial 
property investment in central 
London in 2017, despite over 
26 different nationalities of 
investor transacting). Chinese 
developers, meanwhile, are likely 
to continue heading to the UK 
regions, particularly to residential 
development projects which 
offer higher returns outside 
London with good prospects for 
underlying capital growth.

In the long-term there is likely to 
be a strategic shift of investment 
by Chinese companies into UK 
regeneration, construction and 
infrastructure investment projects 
due to the Chinese government’s 
'One Belt One Road' policy and 
given the exponential growth 
of the construction industry in 
China. Meanwhile, for some of 
institutional investors, a current 
trend towards logistics and 
senior living sectors has also 
been sensed. There is a clear 
overarching desire for growth and 
diversification globally. 
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By Alice Marwick, European Research Analyst

Investors seeking attractive yields and 
favourable pricing differentials have been 
looking outside of the traditional asset 
classes (office, retail, industrial) and towards 
alternative sectors (student housing, care 
homes, mixed use) for a while. Over the past 
15 years, investment into alternative assets 
in Europe rose by approximately 25% per 
year on average, reaching €6.5 billion in 2016, 
before falling slightly to €6 billion in 2017. 

Due to improving market data and increasing 
competition for the best assets in prime 
locations, alternative assets are no longer the 
ultra-risky, high return investment opportunity 
they once were. Furthermore, investors are 
unlikely to achieve the favourable returns 
as in previous years, with yields on par with 
the traditional assets. So what will the new 
alternative assets be now that traditional 
alternatives are becoming the new core?

HERE ARE OUR PICKS:
Bars and nightclubs
In prime locations these can be 
converted to traditional asset classes 
(as was the case of the purchase of 
discotheque Le Queen in Paris for 
€115 million with the aim of being 
converted into retail) or retained 
as low-maintenance social spaces. 
Investors who would have been 
otherwise unwilling to invest in 
prime restaurant space will be lured 
to the sector with the possibility  
of opening a space with low 
maintenance and guaranteed interest 
from food and beverage tenants.
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Cinemas
Cinemas have remained surprisingly resilient against 
consumer cutbacks and technological advances, with 
attendance expected to see the strongest growth 
across Central and Eastern Europe in the upcoming 
years, offering the potential for investors to tap into 
this asset class. To incorporate a wider audience and 
appeal to social gamers, cinemas will be adapted to 
include virtual reality.

Car Parks
Already an established alternative asset class in North America, these are 
increasingly on investors’ radars in Europe. In 2017, over €380 million of car parks 
were sold across Europe, with the UK being the most established market followed 
by the Netherlands and Germany. While investing in individual car parks will not 
yield desirable returns, portfolios offer an opportunity to diversify and downplay 
potential risks. Value-add investors can create innovative ways to renovate their car 
parking portfolios: with the growing popularity of electric cars investors can install 
more charging stations, promote the “go green” motto to customers and initially 
charge a premium to customers.  

Bike Share Schemes
These have taken off across 
Europe over the past decade, 
with nearly all major European 
cities offering the chance to 
rent a bike through smart card 
access at automatic docks and 
stations. High tech bike stations 
with power hubs will soon be 
a feature across most large 
cities, providing short-term 
investment opportunities into 
low maintenance commercial 
assets.   

Data Centres
With the growing popularity of 
cryptocurrencies such as Bitcoin and 
digital assets such as Blockchain, 
companies who don’t have in-house 
capacity are outsourcing their data 
and security requirements to data 
centres in order to store and protect 
large amounts of information. Given 
data centres don’t need to have 
physical space in prime locations 
and sizing varies depending on 
the servers used, this creates new 
opportunities for investors willing to 
tap into the boom.
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We are delighted to welcome Aguirre Newman, Spain & Portugal’s 
leading multi-sector real estate adviser, to the Savills Group. 
Together we have over 200 years of combined experience  
across a network of 90 European offices & associates with  
over 6,500 employees.

Real estate decisions depend on accurate insights.

We speak your language.

Global Knowledge 
Local Expertise 
World Class Advice

GLOBAL 
INVESTORS 
EYE IBERIA 
AS RETAIL 
MEGADEALS 
SET NEW 
RECORDS

By Rafael Merry del Val, CEO and Joint 
Vice Chairman, Savills Aguirre Newman

Southern Europe has been a huge 
growth area for our business this 
year, namely through establishing 
Savills Aguirre Newman in Spain 
and Portugal, which represented 
our biggest ever acquisition in 
Continental Europe.

This region has already had a 
great start to the year, with the 
completion of record setting 
megadeals in the retail sector; 
namely the Inditex portfolio and 
the sale of Parque Corredor 
in Madrid. Portugal alone has 
already seen over €1 billion of retail 
property exchange this year and 
this includes what is perhaps the 
country’s biggest ever transaction 
as Blackstone sold  three of its 
shopping centres for €750 million 
to Spanish REIT, Merlin and 
Immochan, the property arm of 
French retailer Auchan.

In January alone this year, 
Spain achieved 40% of the total 
investment volume recorded in the 
whole of Q1 2017 and the market 
is showing great potential for the 
year ahead.

Today, with office demand 
having returned and a lack of 
development, the current and 
forecasted rental growth puts 
Madrid and Barcelona amongst 
Europe’s top performing cities. 

This has encouraged a further 
wave of overseas and domestic 
capital to flood into the market. 
Office yields hit 3.25% last year in 
Madrid, lower than the record low 
of 4% seen in 2007, putting the city 
on a par with London’s West End.

Foreign investors in Spain have 
increased year on year and in  2017 
accounted for over 63% of total 
investment activity, and in Portugal 
cross-border investment accounted 
for 78% of the investment volume.

The strength of Savills international 
brand, and our ability to unlock 
new capital through a truly 
global cross border network, will 
continue to set us apart over the 
coming year. Our team in Spain 
and Portugal has grown from 100 
to 500 through our integration 
with Aguirre Newman and our 
Iberian network includes offices in 
Barcelona, Madrid, Lisbon, Porto 
and Malaga. And, together with our 
new colleagues, we are increasingly 
well placed to advise our clients 
who are keen to capitalise on cross 
border opportunities across Spain 
and Portugal.
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We asked some of Savills senior directors from across the globe where they would choose 
to invest in their local market if they were given £15 million (c. US$20 million / €17 million) 
or £50 million (c. US$68 million / €57 million).

p. 19
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For £15m 
(c. US$20m / €17m):
“I would choose an established, 
food-anchored neighbourhood 
centre in a prospering city in 
order to benefit from increasing 
population density and therefore 
rising consumer purchasing power.”

For £50m 
(c. US$68m / €57m):
“As a defensive investment, 
secondary offices with long 
leases are my pick as they offer 
the opportunity to benefit from 
cashflow and higher returns off 
the basis of low rents, with a 
perspective of tapping into rental 
growth in the medium-term.” 

For £15m 
(c. US$20m / €17m):
“For a small investment volume like 
this I’d go for self-storage delivery 
hubs in inner-city locations within 
bigger cities. The growth in online 
retail distribution, plus city centre 
access restrictions, makes a great 
case for them, and rents per sq m 
on previously garage space are now 
surpassing prime office levels.”

For £50m 
(c. US$68m / €57m):
“With more funds I’d try to (re)
develop an existing building or site 
on a well-connected transport 
location into a co-work / co-
living building. Demand for such 
spaces is huge among Millennials, 
who are taking a very different 
approach to the way they live, while 
work mobility is only set to increase 
in Spain. As operators improve, 
this asset class will soon become 
included on the institutional 
investment radar.”

For £15m 
(c. US$20m / €17m):
“Shanghai residential. Prices may 
be up, but ceilings have yet to be 
reached. Shanghai will inevitably 
become a top five global city within 
the next decade and, with the 
likelihood that it will overtake New 
York and London as the world’s 
financial centre, demand for good 
prime quality residential will only 
strengthen and has room to match 
prime London and New York.”  

For £50m 
(c. US$68m / €57m):
“I’m a China bull, but £50m alone 
won’t go far in the tier 1 city 
commercial markets, so I would 
leverage my £50m to get £100m, 
about ¥1 billion, then use this to 
get myself a small office building 
with retail underneath on a prime 
retail street. Huahai Road, again 
in Shanghai, with its quality shops 
and attractions – the equivalent of 
Regent Street in London or Fifth 
Avenue in New York - would be 
a good choice. 80,000 sq ft here 
could easily double or potentially 
triple in value in the next decade.” 

For £15m 
(c. US$20m / €17m):
“I would invest in a south east 
industrial estate, with unit sizes of 
10,000 sq ft - 15,000 sq ft. Occupier 
demand and therefore rental 
growth prospects remain strong 
as tenants seek smaller / local 
warehousing and distribution 
facilities.”

For £50m 
(c. US$68m / €57m):
“I would buy an in-town index - 
linked supermarket, which would 
provide a guaranteed income 
return, with a reversion to a variety 
of redevelopment opportunities 
such as housing, student 
accommodation or co-living at 
lease expiry.” 

With more funds I’d try to (re)develop 
an existing building or site on a well-
connected transport location into a 
co-work /co-living building.

For £15m 
(c. US$20m / €17m):
“Urban warehousing. The global 
real estate market for distribution 
of retail goods and services is 
going through a revolution; the 
iPhone and light industrial units are 
disintermediating the high street 
and shopping centre. Products 
need to be stored and distributed 
close to the consumers, whether 
the point of delivery is at home or 
work. A real estate definition of the 
“last mile” sector is product delivery 
today.”

For £50m 
(c. US$68m / €57m):
“Irish offices in central business 
districts. Post Brexit, Ireland will 
be the only English speaking 
nation in the European Union. They 
have the lowest corporate tax 
rate in Europe, a highly educated 
working population and an 
excellent portfolio of HQ offices. 
The ancestral linkage between 
Ireland and North America, with 
some 70 million Irish Americans, 
provides a strong tie on a political 
and corporate level thereby further 
strengthening demand for office 
space across the sectors.”

For £15m 
(c. US$20m / €17m):
“I would invest in the development 
of vertical farming, a trend that is 
beginning to ‘sprout up’ around 
the country. The ability to grow 
and provide freshly grown local 
produce to major urban areas, 
pick the product and have it on 
the stores shelves that afternoon 
complements the trend towards 
healthier living and enables people 
to make better food choices.”

For £50m 
(c. US$68m / €57m):
“I would focus on originating new 
or buying existing mezzanine debt 
positions. The yields are attractive, 
the basis is more modest than 
equity and some are, or may 
become, available at discounts. 
I would focus on multiple asset 
classes, but specifically office-retail 
assets that are over-discounted 
due to concerns about this 
industry. Finally, I would follow 
the assets recently purchased by 
Chinese buyers that are becoming 
involuntary sellers at market prices 
regardless of pricing, which may 
offer attractive opportunities.”

MARCUS 
LEMLI
CEO Germany and 
Head of European 
Investment

BORJA 
SIERRA
Executive 
Vice-president, Savills 
Aguirre Newman

FRANK 
MARRIOTT
Regional 
Investment 
Director

CLAIRE 
MAGOWAN
Joint Head of 
Portfolio 
Valuation UK

SIMON 
HOPE
Head of Global 
Capital Markets 

WOODY 
HELLER
Co-Head of 
Capital Markets,
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Boris Cappelle, Managing Director & Head of Investment, Savills France

France’s new political era and 
the impact of the “Macron 
Effect” both at home 
and abroad have actively 
contributed to the country’s 
strengthening economic 
activity and investment into 
French commercial real 
estate last year, totalling 
a super €25 billion. The 
final quarter of 2017 was 
extremely strong with €10.6 
billion invested, 42% of the 
annual volume.  This has 
set the agenda for 2018 and 
beyond. Both the number of 
small and large deals have 
also increased significantly, 
reflecting the buzz of activity. 

Following Macron’s victory, foreign 
capital came back into the French 
market and at the end of the year 
cross-border activity represented 
33% of the total investment volume 
compared to just 11% during the 
second quarter before the election. 
Asian investors accounted for 11% 
of all investment, notably Chinese 
investors (thanks to the Logicor 
transaction) at 8.62%, South Korean 
investors (2.3%), 

Importantly, the amount of capital 
available on the market is still 
growing due to surging inflows 
into French property investment 
funds-SCPIs, which, according to 
recent data, have doubled in five 
years and raised over €6 billion in 
2017.

Whilst awaiting the results of 
the presidential election, French 
funds spent the first half of 2017 
hunting abroad for competitive 
yields as well as opportunities for 
diversification. Venturing in “terra 
incognita” French funds have 
generally adopted a risk aversion 
strategy within the Eurozone. 
Germany is their preferred 
area, but Italy, Spain and the 
Netherlands are now also all 
attracting French capital.

For now, most investment 
activity in France continues to be 
concentrated in offices in Paris 
and the inner suburbs, a historical 
trend. But further polarisation 
of investment toward Paris is to 
be expected. The Grand Paris 
Express is set to grow the French 
capital into the seventh largest 
metropolitan area in the world, 
and will fuel development activity, 
providing investors with forward 
funding opportunities. 

The Parisian letting market also 
looks bright. Overall, the level 
of office supply in Ile-de-France 
decreased by 4% at the end of 
last year. In Paris, and especially 
in the CBD, vacancy rates hit their 
lowest since 2001, currently at 
2.97% and 2.8% respectively. We 
expect the prime CBD office rent 
to grow by 1.7% in 2018 and by 
1.8% on average over the course 
of the next three years.

The main cloud hanging over 
the French investment market 
is the threat of a rise in interest 
rates. However, the spread with 
the prime office yield would 
remain positive and, in fact, the 
actual stimulus of an interest 
hike is a signal that economic 
and employment conditions are 
strengthening, which are also 
positive signs for the property 
market.

REVELS IN MACRON EFFECT & 
CELEBRATES FORMIDABLE 2017 
INVESTMENT PERFORMANCE
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With 600 offices in over  
60 countries worldwide,  
Savills property agents bring  
you the best local knowledge  
on a global scale.

Savills, the world’s property agent.    

P R O P E R T Y  S H O W C A S E

WITH A NETWORK OF OFFICES 
THROUGHOUT THE FRENCH 
RIVIERA, PLUS OVER 600 
OFFICES AND ASSOCIATES 
ACROSS 60 COUNTRIES, 
WE PRIDE OURSELVES 
IN DETAILED LOCAL 
KNOWLEDGE AND EXPERTISE 
WITH AN INTERNATIONAL 
APPROACH.
Looking to buy, sell or rent – our expert 
team can help with all your property 
needs.

Contact:

Savills French Riviera 
+33 (0) 4 93 87 41 15  
riviera@savills.com
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C A N N E S
€5,950,000

V I L L E F R A N C H E  S U R  M E R
€3,500,000

Beautiful villa of approximately 600 sq m, designed by famous architect Jacques Couelle, on the top 
hills of Cannes. Magnificent panoramic sea and mountains views. 

Contemporary 4 bedroom villa of approx 280 sq m, beautifully presented and provides spacious 
accommodation arranged over 2 floors. Boasting a sea view and set in flat landscaped gardens of 

approximately 2000 sq m, the property also features a heated infinity pool. 
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G A S S I N
PRICE ON APPLICATION

Charming 4 bedroom villa set within a popular domain in an ideal location with panoramic sea views 
overlooking the Gulf of St Tropez and the village.

M O U G I N S
€3,500,000

Fully refurbished villa of approximately 330 sq m set in landscaped grounds of 2,000 sq m with 
heated pool, summer kitchen and guest house, and ideally situated for Mougins International school.
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C A P  D ' A N T I B E S
PRICES FROM €599,950

N I C E
€1,690,000

Apartment of approximately 186 sq m with 5 bedrooms, and landscaped 
garden of 1000 sq m complete with swimming pool.

Parc du Cap is a luxurious development in the exclusive and highly desirable area of 
Cap d’Antibes. The development comprises 88 apartments, ranging from one bedroom 

apartments to four bedroom penthouses. 
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THE RESILIENCE OF PRIME 
LONDON NEW BUILD SALES
By Emily Donovan, Residential Research Analyst at Savills

ondon transactions are down -17% year on year, but new build sales continue to hold up. Last 
year, there were over 22,200 sales of new build properties across London1, 7% higher than 
2016 but down 16% on 2015, the year new build sales peaked in the capital. However, when 
we break down sales by price band, there are two different stories. Whilst the volume of sales 
of homes priced less than £1,000 per sq ft are lower than where they were two years ago, 
in the prime markets above £1,000 per sq ft sales have held up year on year. This is despite 

continued uncertainty over the impact of the UK’s withdrawal from the EU, and contrasts with the more 
domestically driven prime second hand market which has felt the effects of taxation changes and more 
stringent mortgage regulation.
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The continued robustness of prime new build sales in the aftermath of the EU Referendum can in part be 
explained by the exchange rate advantage for those not denominated in sterling, coupled with pragmatic 
developers pricing at realistic levels. With sterling falling -13% against the US dollar2 in 2016, international 
buyers entered the market on the basis that London looked like better value. International buyers are more 
prevalent in the prime markets: between 2014 and Q1 2016 for every one UK buyer of prime new build, 
there were on average 1.6 overseas buyers. Over the year and a half since the EU referendum, this ratio has 
increased slightly. Yet with sterling strengthening and FX broker forecasts expecting the rise to continue 
in the near-term3, international buyers may become more cautious about exploiting this currency-led 
opportunity, particularly given the less hospitable tax environment. 

There still remains an unprecedented prime supply pipeline in London, but construction starts in this part of 
the market have been falling since 2016. This now means that for every prime sale one prime residential unit 
is being constructed, the sign of a more stable development market.

1Source: Molior – sales recorded on schemes over 20 homes in size that have commenced construction. Pricing at today’s values.
2Source: Bank of England quarterly average spot exchange rate
3Source: Bloomberg – average GBP/USD forecast for 2019 = 1.4



p. 34 p. 35

S A V I L L S  M I P I M  M A T T E R S S A V I L L S  M I P I M  M A T T E R S

IS BOOMING, BUT 
NEEDS MORE PROPERTY 
DEVELOPMENT ACROSS 
ALL SECTORS

£1M SQ FT +

£25 PER SQ FT 

71%

59%

£375 PER SQ FT 

51%

61,000

Property demand in Manchester 
has grown steadily and looks set to 
continue. Yet in order to maintain 
competitiveness, the city must 
diversify and expand its commercial 
and residential property supply. 

Office take up has topped one 
million sq ft per annum since 
2014, driven by strong indigenous 
demand, an economy weighted 
towards growth industries and a 
track record in attracting footloose 
national requirements. Shortages 
of all grades of office space are 
emerging, particularly when it comes 
to ‘affordable’ rents. While 71% of 
demand over the last three years 
was for space below £25 per sq ft, 
just 59% of available supply is at this 
price point. There now remains only 
six months’ supply of office space at 
£25 per sq ft and below. 

James Evans, Head of Savills 
Manchester, says: “Forecast growth 
in the professional, scientific & 
technology and administrative & 
support industries implies the need 
for more mid-priced Grade A office 
space. This will drive demand for 
serviced offices and light touch 
refurbishments in the short term.  
Longer term, we expect to see the 
core office market expand into 
previously fringe areas such as 
Oxford Road, Irwell Corridor and 
Ancoats.”

For logistics occupiers, consumer 
obsession with speed means 
demand for urban space in Greater 
Manchester is ever-increasing.  
Trafford Park is a prime example, 
close to the city centre, motorway 

junctions and suburbs. Limited 
supply of such space means 
occupiers must be creative in the 
hunt for small scale distribution 
locations. Retailers and distributors 
are already becoming more 
adventurous, harnessing office 
basements, under-utilised car parks 
and off-pitch or unwanted retail 
units for logistics use. 

For residential property, 
development appears to be 
disproportionately focused at the 
more expensive end of the market 
and therefore out of reach for 
some aspiring first time buyers. 
Average new build values are 
£375 per sq ft, rising to £500 per 
sq ft in prime locations. As such, 
developers are competing for a 
smaller pool of occupiers and could 
see increased opportunities in the 
mainstream market. Additionally, 
the number of Manchester residents 
aged  65+ will grow twice as fast 
as the total population until 2027, 
hitting 61,000. With more older 
people moving back to cities to be 
closer to amenities, building suitable 
accommodation will free up family 
homes in the suburbs.

Adam Mirley, Development 
Director at Savills, says: “If Greater 
Manchester wants to meet its 
growth aspirations, the city needs 
a broader range of residential 
developments to appeal to the 
varied demographic. There are over 
5,000 new homes due to complete 
in 2018 and an additional 6,000 
currently under construction in the 
city centre, but the housing need 
is 11,254 per year so there is still 
capacity for further growth.”

Annual office take up 
since 2014:

Threshold for ‘affordable’ 
office space:

Proportion of total office 
demand for affordable space in 

last 3 years:

Proportion of available office 
space classed as affordable: 

Average new build 
residential values:

Graduate retention rate 
in Manchester:

Manchester residents 
aged 65+ by 2027:
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WHEN WILL THE JAPANESE 
MAKE THEIR MOVE? 
Shigeki Nakajima, Head of the Japan Desk in the Capital Markets team at Savills

According to preliminary RCA data 
for 2017, a total of 3.826 trillion Yen 
(£24.9 billion) was transacted in 
Japan’s property market last year. 
This marked a decline in year-on-
year volumes, but overseas buyers 
were slightly more active. By and 
large, however, Japan is still entirely 
dominated by domestic investors.  

The drop in volumes last year can be 
attributed to the comparative lack of 
domestic, large-scale core investment 
opportunities – not a lack of appetite. 
Some domestic investors are more 
likely to move up the risk curve, 
but these tend to be more at the 
periphery of the market, not the well-
known big names that may venture 
into international waters. Tokyo’s core 
investment market remains buoyant 
so, for the time being, we are unlikely 
to see many investors looking 
abroad for a home for their capital. 
Those few that do look beyond 
home shores are largely pursuing 
a currency play, taking advantages 
of recent fluctuations, rather than 
diversifying geographically to spread 
risk.  

Meanwhile, Japan’s Government 
Pension Investment Fund (GPIF) – 
the world’s largest public pension 
fund which now holds 141 trillion Yen 
(£924 billion) under management 
– has expressed a desire to invest 
overseas. It’s in need of a clear 
strategy in order for this to happen, 
but is planning to invest through 
fund/investment managers when it 
has sufficiently grown its real estate 
team and become more familiar with 
its target overseas markets. For this 
reason, the GPIF is unlikely to be the 
first mover.

Adding to this reluctance is a general 
nervousness towards investing in 
less familiar overseas markets – a 
characteristic many (although not 
all) of the Japanese investors we 
speak to share – and the structural 
differences that exist between the 
Japanese and foreign markets. 
In comparison with their UK 
counterparts, for instance, Japanese 
office tenants are far more protected 
with landlords covering the cost of 
business rates, maintenance and 
repairs and insurance. Buying an 
office in Japan therefore involves 
providing a far greater hands-on 
service which can impact on pricing 
and creates challenges if you try to 
compare yields in Japan to those in 
the UK at face value. But this is offset 
somewhat by Japan’s lowest interest 
rate environment, which offers 
the highest risk-free return in the 
world. With many domestic projects 
financed at rates substantially 
beneath 1%, investors are able to 
carry these extra costs.  

It’s not fully understanding the 
differences between the Japanese 
and foreign markets that is 
sometimes blamed for the mistakes 
made in the eighties when we saw 

According to preliminary 
RCA data for 2017, a 
total of 3.826 trillion 
Yen (£24.9 billion) was 
transacted in Japan’s 
property market last year. 
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some Japanese investors make ill-advised decisions to 
buy at the top of the market only to lose money when 
prices crashed. But we would argue that the fault more 
likely lies in some Japanese investors misunderstanding 
the vagaries of the leasing markets and incorrectly 
valuing projects, using only the replacement value as 
a metric, and assuming the value of land would always 
increase at a fixed annual rate. In addition, thirty years 
ago many failed to appreciate the differences between 
high yield but high risk and low yield but low risk assets. 
Hence, for instance, they chose 7% New York office 
properties, offering 7% yields with 3-5 years remaining 
on the lease, above London offices yielding 5.5% on 
15-20 year leases. In the end, when the New York market 
was under pressure, resulting in huge reductions in 

values, they were forced to sell, realising the capital loss. 
If they had chosen the lower yielding London properties, 
the longer leases would have meant that they could have 
held their position and maintained a sound cash flow 
with hardly any reduction in values.

So, while there is a slow undercurrent of interest from 
Japanese investors in the international markets, and we 
hope that more will start to look overseas, a combination 
of factors and previous poor experiences means cross-
border investment is insubstantial at the moment, and 
this is unlikely to change in the near future.
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LONDON, UNITED KINGDOM
On behalf of CC Land Holdings, Savills advised on the £1.15 billion purchase 
of The Leadenhall Building, London EC3V from British Land and Oxford 
Properties Group.

STRATFORD 
LONDON, 
UNITED 
KINGDOM
On behalf of Blackstone and 
Catalyst Capital, Savills sold 
Stratford Shopping Centre 
for £141.5 million.

LEEDS, 
UNITED 
KINGDOM
Savills advised JP Morgan 
Asset Management on the 
acquisition of Toronto 
Square, Leeds from M&G for 
£22.2 million, reflecting a net 
initial yield of 5.66%. Toronto 
Square provides 90,562 sq ft 
of city centre office space.

SPAIN
Savills advised MDSR 
on the €150 million 
acquisition of a 
Spanish hypermarket 
portfolio.

AROUND 
THE 
WORLD
WITH SAVILLS

A round up of some of our trophy 
deals from across the globe
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BARCELONA, 
SPAIN
Savills advised Merlin 
Properties on the acquisition 
of Torre Glories, Barcelona 
for €142 million.

S A V I L L S  M I P I M  M A T T E R S

MANCHESTER, 
UNITED 
KINGDOM
Savills, on behalf of Deka 
Immobilien, secured a deal which 
will see WeWork open its second 
UK location outside London.  
WeWork is leasing 44,000 sq ft 
in Manchester’s One St Peter’s 
Square, a striking city centre 
building. The deal acknowledges 
Manchester’s growing reputation 
as a centre for innovation, media 
and technology, with thousands 
of firms starting up in the region 
since 2016.

BIRMINGHAM, 
UNITED 
KINGDOM
On behalf of IM Properties, 
Savills sold 55 Colmore Row in 
Birmingham to TH Real Estate 
for £98 million, reflecting a 
net initial yield of 4.89%. The 
deal takes Savills involvement 
with the 157,000 sq ft Grade II 
listed property full circle, after 
acquiring it for IM Properties 
in 2013 and subsequently 
acting as office leasing agent. 
Savills has also relocated its 
Birmingham office there.

AMSTERDAM, 
NETHERLANDS
Savills advised Real I.S. on the sale of 
Noortse Bosch, an 18,000 sq m office 
building in Amsterdam.

p. 41
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LONDON, 
UNITED 
KINGDOM
Savills secured planning 
permission for the tallest 
residential tower, Spire 
London, in Western Europe.

WHITE CITY 
LONDON, 
UNITED 
KINGDOM
This project involved the 
transformation of one 
of London’s most iconic 
buildings. Savills worked 
with Stanhope and their 
design team for three years 
to sensitively design a 
scheme that would not only 
optimise values, but create a 
sustainable place for people 
to live, work and relax in the 
future. The residential product 
was specifically designed to 
appeal to owner-occupiers to 
optimise value and create a 
strong community.

UNITED KINGDOM
Savills advised on a record number of 
acquisitions in a single year on behalf of 
Costa (45 across England, Scotland and 
Wales). This takes the total number of sites 
acquired by Savills for Costa to 300.
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 LONDON, UNITED KINGDOM
Savills advised Caledonia Investments on the sale of the Sloane Club in 
London to Sloane Investments for £80.6 million. 

NORWICH, 
UNITED 
KINGDOM
Savills was appointed to 
sell Surrey House, Norwich, 
Aviva’s historic headquarters 
for £150 million.

WELLINGTON 
STREET, CENTRAL, 
HONG KONG, 
Savills advised on the sale of this 
98,000 sq ft building in the heart 
of the CBD for HK$2.9525 billion.
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TAIWAN, 
PRINCE 
CORPORATION 
BUILDING, 
TAIPEI CITY
Savills successfully advised 
Siliconware Precision Industries 
on the sale of this high quality 
industrial property in Taipei City. 
The newly completed building, 
providing approximately 
21,476 sq m of office space, 
was sold for NT$2.6 billion. The 
acquisition is a great example of 
self-occupied use and provides 
the buyer- CyberPower Systems 
a substantial upgrade of its 
headquarters building.

BRISTOL, 
UNITED 
KINGDOM
Savills has been appointed 
by Cubex Land and Palmer 
Capital on the 95,000 sq ft 
Aurora office building, the only 
speculative development in 
Bristol. Savills has pre-let 40% 
of the property with six months 
until completion and in doing 
so has secured a new headline 
rent for the city.

JUNG-GU 
SEOUL, 
SOUTH 
KOREA
One of South Korea’s largest 
single office property deals in 
the last decade. Savills Korea, 
acting on behalf of Shinhan 
BNP Paribas, successfully sold 
Signature Towers Seoul, a 
17-story premium class office 
building extending to 
99,991 sq m, located in the 
city’s central business district. 
The purchaser was IGIS Asset 
Management, backed by an 
NPS led consortium of Korean 
institutions, and the sale price 
achieved was approximately 
US$640 million (KRW726 
billion).
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SPHERE 
TOWER 
TENNOZU, 
SHINAGAWA, 
TOKYO, JAPAN
Having successfully leased this 
43,477 sq m mixed-use building 
to a blue chip tenant increasing 
the occupancy rate from 52.5% 
to 88.1%, Savills was appointed 
the sales mandate. 

With a more stabilised asset, 
the client was able to bring 
it to market. Tokyo office 
opportunities are at a premium, 
and the asset received strong 
interest from institutional 
investors, trading to a domestic 
REIT.

NOTTINGHAM. 
MANCHESTER & 
BIRMINGHAM, 
UNITED KINGDOM,  
Savills is instructed as the letting agent on the three largest 
leisure assets in the UK by square foot – Cornerhouse, 
Nottingham; The Printworks, Manchester; Star City, 
Birmingham.

WARSAW, POLAND
Savills advised IQVIA (formerly IMS Health) 
on their acquisition of a 90,000 sq ft lease 
in Warsaw. Savills has also been appointed 
to provide complex project management 
advisory to IQVIA in this space.

S A V I L L S  M I P I M  M A T T E R S

p. 48
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LILLIE SQUARE, EARLS COURT 
LONDON SW6, UNITED KINGDOM
Lillie Square is a new and exclusive London development, which takes the traditional 
London garden square as its inspiration. Savills has been working with Capco since 
they acquired the site, working on the scheme from design through to planning 
consent, with ongoing consultancy, marketing and sales. 

Savills successfully let 43 apartments, ranging from one to three bed apartments, with 
an average lease length of 22 months, outperforming all other agents and exceeding 
sales targets with a consistent strategy and strong UK and international networks.

FRANKFURT, 
GERMANY
Savills advised 
Hogan Lovells on their 
10,800 sq ft lease 
acquisition in a new 
high rise development 
in Frankfurt CBD.
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Workthere thoroughly 
understood our needs and 
nothing was too much trouble 
for them. We found the office 
we wanted from their first 
shortlist, and then visited it and 
got the deal done on the same 
day. 

David Nolan, Co-Founder of 
Butternut Box

We launched Workthere in the UK just over 
a year ago. It has been a hugely successful 
first year, we have now doubled the size of 
the team and followed up our UK launch with 
launches in Ireland, Germany, Netherlands, 
France and Singapore. 

The flexible office market has witnessed 
considerable growth over the past few 
years and we expect that to continue across 
the continent and also overseas. The nice 
surprise for us in the first year was the size of 
the companies taking space, we expected an 
average in the region of 6-8 desks, in the end 
we averaged over 17 people, demonstrating 
the demand for flexibility not just from start-
ups and SMEs but also the growing number 
of scale-ups and much larger businesses. 

Cal Lee, Head of Workthere

Workthere helps businesses find the right space for their 
business, whether that’s a serviced office, co-working or 
shared space. Workthere is a start-up within a real estate 
giant – Savills – and for clients this simply means we can offer 
impartial advice across serviced or traditional leased space 
but with the deep subject-matter expertise required in this fast 
changing market.

Workthere advises clients at every stage of their journey 
from one-person start-ups through to large multinational 
corporates – and all at no cost to the occupier. Clients include 
start-ups such as UCreate.it, Butternut Box and Tabeo, as well 
as major businesses such as Formula One, Avios and China 
Development Bank.

With teams in place, today, in the UK, Singapore, France, 
Germany, Ireland and the Netherlands, Workthere helps 
businesses across the globe, with further markets are 
launching over the course of this year.

workthere.com      hello@workthere.com      0345 454 0014

Powered by

SAVILLS NEW 
CO-WORKING 
PLATFORM
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BEST 

GUIDE

S A V I L L S

LE TUBE
10 rue Florian 
Tel +33 (0) 4 93 68 51 69
http://le-tube.com/en/

Located in a quiet street in the city center 
of Cannes, Le Tube is only few meters away 
from the famous Croisette. 

The setting of the restaurant is unique 
because of its design inspired by the 
industrial New York style, and its concept 
which is based on dry aged beef. 

The restaurant is perfect for every occasion 
from dinner meetings to private events. 

The unique specialty is dry aged beef. The 
meat comes from all over the world and is 
rigorously selected by the chef and its team.

Tables near by the open kitchen are probably 
the best to appreciate the work of the chef 
and its culinary brigade. 

The unique 
specialty is dry 
aged beef. 

We asked some of Savills regular MIPIM 
delegates to pick out a few of their favourite 

restaurants in Cannes.
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The CBeach is perfectly located in 
the famous Croisette. What better 
way to enjoy the French Riviera way 
of life!

The restaurant is the best place to 
enjoy Mediterranean French food or 
to have a drink with a view on the 
Bay of Cannes and the Lerins Island.  

Mediterranean food is the main 
specialty of the CBeach. Fish, 
southern vegetables, wines of 
Provence...

Wherever you sit…you will always 
have a breathtaking view of the sea.

Located in the heart of Cannes, 
in between the major hotels and 
on the Croisette Boulevard, the 
Vesuvio Café is the perfect place 
for drinks and a terrific Italian meal.

The ambiance is the typical 
brasserie-style: friendly and cosy. 

In this place the quality equals the 
pizzas in Naples and the pasta from 
Rome! 

We especially recommend the 
Tomatoes with Burrata Mozzarella 
as starter to be followed by the 
Pizza Parma. 

Finish your meal with a coffee 
ristretto accompanied by a 
succulent Italian desserts, like 
tiramisu.The latest ‘in’ place to be and to be seen and only 5 minutes 

form the Palais and the Croisette, located in a little side street. 

Specialties include their fabulous Wagyu Beef and US Angus 
Beef. The real treat is the Corsican red tuna Tataki with a 
caramelized onion and sesame sauce. 

They have also created a unique ‘Cocktail & Raw Bar’ at the 
front of the restaurant where the chef prepares lots of raw 
delights (tartars ceviches and other) to accompany your 
cocktail.

45 boulevard de la Croisette
Tel +33 (0) 4 93 38 14 59
http://www.cannesbeach.eu

CBEACH THE VESUVIO 
CAFÉ

6 Impasse Florian 
Tel +33 (0) 4 93 38 60 95
http://lamomecannes.com

LA MÔME

69 boulevard de la Croisette
Tel +33 (0) 4 93 43 70 94

In this place the 
quality equals the 
pizzas in Naples 
and the pasta 
from Rome! 
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CASA DI 
NONNA
41 Rue Hoche, 06400 Cannes, France
Tel +33 4 97 06 33 51

When you’ve had your fill of rich food and just need 
something homemade! Cassa Di Nonna serves up 
great salads, pasta dishes and more. Also good for 
breakfast.

Very small and cosy restaurant serving the best cuts 
of meat barbecued to perfection. Book in advance 
as tables are very limited. The Crudites basket is awe 
inspiring but don’t go if you don’t like meat as that is 
the main event!

15 Rue Saint-Antoine, 06400 Cannes, France
Tel: +33 4 93 39 62 21
http://lemaschou.com

LE MASCHOU

Cassa Di Nonna serves up 
great salads, pasta dishes 
and more.
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Savills Stand: Zone A Riviera, R7.E74 
(Palais des Festivals)

Savills Café Bar: Sq Reynaldo Hahn 
(off Boulevard de la Croisette)

Savills is a global real estate services provider listed on the London Stock Exchange. We have an international 
network of more than 600 offices and associates throughout the Americas, the UK, continental Europe, Asia 

Pacific, Africa and the Middle East, offering a broad range of specialist advisory, management and transactional 
services to clients all over the world.

The views expressed in this publication are not necessarily those of Savills or the publishers. The information 
contained in this magazine is correct at time of going to press. All rights reserved. No material may be used in 

whole or in part without the permission of Savills. While every care is taken in compiling content, Savills does not 
assume responsibility for effects arising from this publication.


