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MARKET REPORT 2016

When we first began publishing this series of market
reports the Marbella property market was still in full
bloom. Over time we have charted the crisis and sub-
sequent recovery, arriving at a time when tourism and
real estate are once again fuelling the local economy —
yet is it all plain sailing ahead of us? In this edition we
look at what is in stall for this all-important sector in the
coming months and years.

In the 2015 edition of our Marbella Market Report the
evolution of the real estate market recovery into a state
of bona fide growth was confirmed, a picture that con-
tinues unchanged today. Driven by buoyant tourist
numbers and a resurgent property sector, Marbella is
growing once more, with business start-ups in anything
ranging from restaurants and bars to IT firms creating a
renewed sense of vigour and enthusiasm.

That said, there are local, national and global factors
that ensure this is not a simple economic upward cycle,
so the picture is one of growth qualified by a series of
footnotes. While we can expect continued expansion
at a measured, sustainable rate for the foreseeable fu-
ture, it is important to be aware of those forces that
have the potential to either temper or further stimulate
growth before long.

SALES AND PRICE TRENDS

After reaching a low point in 2011, property sales in
Marbella began to rise consistently, recording year-on-
year gains that have long since surpassed double dig-
its. The trend started in Marbella and has since spread
to the entire Costa del Sol, rolling outwards from the
most desirable beachside locations to include more

outlying areas that were first developed during the pre-
vious boom.

In the beginning it was mostly driven by the very top
end of the market (often in the form of luxury proper-
ties in the Golden Mile, La Zagaleta, Sierra Blanca and
Camojan) on the one hand and heavily discounted ‘dis-
tressed’ properties located outside the Marbella area
on the other. As the unsold housing stock produced by
the financial crisis was gradually absorbed — and here
we have to stress that Marbella was only moderately
affected by so-called toxic assets — the focus shifted to
new-build homes, with the first new projects launched
in 2012 and growing in number ever since. Examples
include Reserva de Sierra Blanca in Sierra Blanca, La
Finca in Rio Real, Diamond Beach in Rio Verde Pla-
ya, Les Rivages just west of Estepona, Los Olivos in
Nueva Andalucia, Icon Villas in Santa Clara and Jade
Beach in Nueva Alcantara.

Though this has in many ways been a ‘top-down’ re-
covery, it gradually broadened its scope from a premi-
um segment heavily dependent on Russian buyers to
one dominated by mid to high level homes attracting
cash buyers from countries such as Holland, Belgium,
France, the UK, the Middle East and above all Scandi-
navia, where Norway led the way. Most were driven by
the lifestyle and climate of Marbella, but for some, like
the French, Belgian and Middle Eastern buyers, there
were also ‘push factors’ in the form of high taxes or
political instability.

Together they form a very broad buying public whose
appetite for the areas, property types and price ranges
of the Costa del Sol remains as strong as ever. Driv-
en originally by discounted prices, they are now above
all enticed by the lifestyle and prestige of this region,

PROPERTY SALES FROM 2004-2015 IN MARBELLA, BENAHAVIS AND ESTEPONA.

353 882

2004 4.779 6.014
2005 412 2.244 4.047 6.703
2006 650 1.788 4.432 6.870
2007 633 2.581 3.568 6.782
2008 438 1.721 2.116 4.275
2009 559 1.086 2.199 3.844
2010 422 1.154 2.389 3.965
2011 311 1.248 2.259 3.818
2012 593 1.490 2.519 4.602
2013 532 1.669 3.106 5.307
2014 708 2.109 3.982 6.799
2015 733 2.052 4.396 7.181

Source: Ministry of Public Works




and while still keen on value for money are now will-
ing to pay for quality and location. The result has been
a gradual increase in property prices (Knight Frank’s
PIRI report cites a 2% increase in property prices in
Marbella during 2015) that is most pronounced for
new-build homes, properties and plots in top seaside
and country club areas such as Puente Romano, Los
Granados, Sierra Blanca, Camojan and Nueva Anda-
lucia — the most dynamic categories at this moment.
Indeed, there is even a waiting list for some beachfront
complexes along the Golden Mile.

WHAT HAS CHANGED?

The market conditions described so far are largely an
evolution of a trend that first started with the initial re-
covery in 2012 and which has been gaining momentum
ever since, but the latter part of 2015 did produce a
development that has affected the landscape.

Indeed, the Supreme Court ruling that annulled the
provisions of the 2010 PGOU (Plan General de Orde-
nacion Urbanistica) has put a spoke in the wheels of
Marbella’s urban planning progress — effectively taking
some of the momentum out of its recently mounting
growth.

By rejecting for technical legal reasons the pragmatic
solutions with which the previous Town Hall administra-
tion sought to resolve earlier planning infringements,
the normalising effect of those moves was at least
temporarily lost. The year, which had progressed so
well, ran out of steam towards the end as uncertainty
returned to the market. This uncertainty revolves pri-
marily around the once again to-be-defined legal status
of some 16,000 properties within Marbella’s municipal
boundaries, as well as exactly which pieces of land are
eligible for construction and which not.

Though there was an initial reaction and Marbella’s re-
curring planning issues cannot be said to do the town
any favours economically, the demand from buyers
and investors alike has been almost unchanged. While
it may take an estimated four to five years for the pro-
cess of the affected homes to be completed and a new
master plan to be drafted and approved, they and the
parcels of undeveloped land in question represent only
15% of Marbella’s real estate market'. Such properties
will suffer to some degree in terms of price and salea-
bility in the meantime, but the opposite is true of those
properties and tracts of land whose legal status is guar-
anteed under the 1986 PGOU now back in force.

In fact, the competition for such assets will only inten-
sify in the face of reduced supply, so the expectation is
that while it is undeniably a nuisance, the effect of the
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PGOU situation will gradually fade in importance. Such
is the strength of the intrinsic demand for what Marbella
has to offer.

THE RISE OF SURROUNDING AREAS

Even so, for the moment Marbella’s planning issues
are providing a further growth stimulus for municipal-
ities such as Benahavis, Estepona, Mijas and Ojén,
which one by one have followed in the wake of the new
recovery forged by their bigger, more internationally re-
nowned neighbour. The lack of land in prime locations
in Marbella and the city’s natural expansion outwards
has also meant there has been an increase in demand
for land in neighbouring areas in Benahavis and Este-
pona, where there is still room for future development.

But there is another factor contributing to this process.
Much of the significant residential investment carried
out by large US and international funds was already
centred upon Estepona and Benahavis and Mijas be-
fore the PGOU bombshell hit Marbella in November last
year, with projects such as Valley Heights (Benahavis)
and Cosmo Beach (Estepona) by RCS and Sunset Bay
Village by Siesta Homes. Other examples include Golf
Hills Village in Estepona and Jardinana in Mijas Costa,
both by London-based investment group CTH Capital
with the participation of JAMSA.

Yes, the land is cheaper and generally more plentiful
there, but generally speaking this is also reflected in
the sales price the resulting properties can command,
so the growing popularity, read acceptance, of these
surrounding areas isn’'t explained by price, planning
and availability alone, but by growing demand in its
own right.

Indeed, one could say that as it grows the Costa del
Sol is becoming more cohesive. Leaving the coastal
stretch between Torremolinos and Fuengirola aside for
a moment, what were once disparate towns and resort
areas are becoming increasingly homogenised — not
just because of the geographical spread of develop-
ment, but also because the glamour appeal of Marbella
is rubbing off on its neighbours. The best addresses of
Marbella, Puerto Banls and the country clubs of Bena-
havis will only gain further exclusivity in the process,
but the lack of large tracts of undeveloped land with-
in the more consolidated central parts of this region is
turning the likes of Marbella East, Mijas Costa, Ojén’s
La Mairena, Benahavis and Estepona into increasing-
ly significant options for the effective extension of the
Marbella way of life.

Areas such as Camojan and Sierra Blanca saw most
of the remaining land bought up for the construction of
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independent villas by mid-2015, while frontline beach
land at El Ancon was also recently purchased. (A luxury
development of apartments and villas will arise here,
about which DM Properties can provide information on
availability and prices). In addition, Hong Kong based
Platinum Estates acquired 178,000m2 of land just east
of Marbella for the development of a luxury five-star ho-
tel resort with branded villas, beach club and commer-
cial area. It forms part of a planned investment of 200
million Euros, as reported by La Opinion de Malaga
newspaper, while a further 17,000m2 of buildable land
was bought by US fund Lone Star in Marbella East for
future development.

The modernisation and gentrification of Marbella town
as envisaged by some does not yet appear to be a
major force, so much of the development — mid and
high level — of the coming years will spread to the
above-mentioned areas, and it is a process that has
led Marbella, Benahavis and Estepona to jointly brand
themselves as the ‘Golden Triangle’. Already we are
seeing not just new developments, but mid and top
end modern complexes commanding high prices sell-
ing well in hotspots such as Santa Clara, Nueva Alcan-
tara, La Alqueria, the New Golden Mile and the western
shoreline of Estepona.

SOTOGRANDE AND MARBELLA

For many years Marbella and Sotogrande were com-
plementary yet mutually exclusive, a state of affairs that
allowed the one to more or less ignore the existence of
the other. ‘Blighted’ as it were with a lower end residen-
tial belt between them, these two prime resort areas
resisted the temptation to merge into one entity, be it
in marketing terms or in the physical form. Again 2015
produced a telling moment, for the acquisition of So-
togrande S.A. by Cerberus Capital Management and
Orion Capital for €225 million effectively produced the
catalyst for the future development of the area.

The new Sotogrande has ambitious plans that involve

enhancing the marina area and developing the La Res-
erva golf and country club into a leading luxury residen-

tial zone with a distinctive lifestyle philosophy, whilst
also nurturing the qualities that make this an area dis-
tinct from, say, Puerto Banus. Multi-million investments
in making the Santa Maria Polo Club even more im-
pressive and the recent acquisition of the Valderrama
estate by La Zagaleta, with a view to creating a similar-
ly select private country club there, add further fuel to
the upcoming transition of Sotogrande.

For developers and homebuyers alike this opens up
a great deal of new investment and lifestyle options
across a broad geographical area. For overall econom-
ic development within the region it can only be a posi-
tive factor.

BUYER PROFILE

We have alluded to the broad range of nationalities
buying into the lifestyle of the greater Marbella area,
but look closer and you see that the top segment Rus-
sian buyers who dominated the market at the height of
the recession have been greatly reduced in numbers.
This is not essentially something to do with Marbella
but largely the product of geopolitical factors of the kind
that are also encouraging mostly middle class to afflu-
ent buyers from the Middle East to invest in a safe ha-
ven like the Costa del Sol.

The market is therefore now dominated by properties in
the price range between €1 million and €5 million, with
occasional sales in the region upwards of €5 million,
while the rush of especially Norwegian high end buyers
that led the years of recovery has now abated a little as
the impact of low oil prices takes hold in petroleum pro-
ducing countries. In their wake had come French and
Belgian buyers driven as much by dissatisfaction with
high taxes and domestic insecurity as with the charms
of Southern Spain, and this remains a strong market,
while for much of 2015 it was the British who led the
way with rekindled gusto.

The latter was driven by strong economic growth and
a favourable conversion rate of the pound to the euro,
but even as both have faded somewhat in recent times
the longstanding love affair between the UK and South-
ern Spain remains strong, though many British buyers
have been waiting to see what the referendum on EU
membership brings. Countering this, there has been a
growth in Middle Eastern buyers looking for a safe ha-
ven, while traditional markets such as the Netherlands
retain strong momentum and nascent ones like China
and Latin America have been slower to take off than
was at first anticipated. This said, together with a slow-
ly resurgent domestic market the demand for Marbella
real estate is both stronger and broadly diversified.



RANKING OF PURCHASING NATIONALITIES
IN ANDALUCIA

2013 2014 2015
1 UK UK UK

2 Sweden Sweden Sweden
3 Belgium Belgium Belgium
4 Norway Russia France

5 Russia Norway Germany
6 France France Norway
7 Germany Germany Morocco
8 Denmark Morocco Holland

12,35% 15,24% 15,40%
87,65% 84,76% 84,60%

Source: College of Property Registrars

PERCENTAGE OF FOREIGN PURCHASERS IN THE
PROVINCE OF MALAGA

2013 2014 2015

Foreigners 31.77% 34.50% 34.14%
Nationals 68.23% 65.50% 65.86%

Source: College of Property Registrars

This is also increasingly true in socio-economic terms,
with the return of financing coinciding with renewed in-
terest from medium range buyers. What started as a
top-down recovery has slowly reached mid level, ac-
companied by an age trend in which the market is still
dominated by people over 50 but where the proportion
of those buying not just holiday homes but permanently
residing here has started rising rapidly again in recent
times. It is a reflection both of improved job and en-
trepreneurial opportunities on the Costa del Sol, and
the global phenomenon of working remotely, thanks to
which more and more professionals are able to be part
of vibrant economies in centres such as London whilst
enjoying the quality of life that Southern Spain has to
offer. A look at the waiting lists at international schools
confirms this trend.

THE HOUSING MARKET

In keeping with international trends the majority of
homebuyers on the Costa del Sol right now are looking
for modern/contemporary homes. In the main, these
can be defined as apartments and villas that feature
sleek white-washed architecture, floor-to-ceiling win-
dows, open-plan living areas incorporating modern
style kitchens and the latest styles in bathrooms and
terrace areas. In villas there has been a move towards
somewhat more compact and easily maintained prop-
erties, with wine cellars moving out of the basement
to become backlit glass design features often situated
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between the kitchen and dining room.

Home cinemas and games rooms are being integrat-
ed into one interactive entertainment area typically
complete with bar, with areas such as gyms and home
spas increasingly sophisticated in their aesthetic pres-
entation. Modern technology plays an important role in
these homes, with home automation systems, modern
lighting settings and online connectivity gradually be-
coming a must along with the security offered by gated
villa communities. Given such a prevailing wish list, it
is not surprising that newly built apartments and villas
are leading the way in terms of desirability, prices com-
manded and speed of sale, with off-plan buying very
much back in vogue — as is evidenced by the off-plan
selling of projects such as Los Olivos, Les Rivages and
La Finca de Marbella.

Though relatively weaker in this sense, the market
for resale properties has now attained a positive mo-
mentum of its own, though here price growth has been
slower and lead times tend to be longer, subject to the
area. The most in-demand locations, as ever, continue
to be in prime beachside addresses such as the Gold-
en Mile, Los Monteros and Puerto Banus, but exclusive
golf and country club areas like Sierra Blanca, Nueva
Andalucia, La Zagaleta, La Quinta and are very desir-
able too.

Up and coming zones include the East of Marbella and
Estepona, with demand strong for both luxury apart-
ments with contemporary styling and amenities, and
villas with modern architectural cachet, while private
renovation projects retain a lively following too, es-
pecially among those with higher returns in mind and
those wishing to combine the best locations with to-
day’s comforts and style. A footnote here is the sale of
so-called prestige properties in the price bracket of €10
million and over.
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THE BIGGER PICTURE

In terms of investment and development, the move is
towards bigger, with the bespoke smaller projects grad-
ually overshadowed by larger-scale projects that can
now count on participation from major banks. This is in
itself a sign of growth, and it comes amid a climate of
economic recovery on a national level too, with Spain
posting 3% GDP growth in 2015 (the highest in Europe)
and a steady drop in unemployment.

Public finances are looking a lot healthier than a few
years ago, as are the nation’s banks, though it is in
spite of the political impasse that marked the first half of
2016. Political uncertainty surrounding the elections of
December 2015 slowed the flow of foreign investment
into Spain towards the end of the year?, yet the good
news is that the Spanish property and construction sec-
tors are once again contributing to economic growth as
bank mortgages have returned and domestic sales are
gradually rising.

THE NUMBER OF SQUARE METRES US$1M WILL BUY IN...
Based on prime residential prices as at Dec 2015

\ Monaco

[Hong Kong

\London

\ New York

\ Geneva

\Sydney

‘ Singapore

[ Shanghai

‘ Paris

[ Beijing

\ Los Angeles

\ Rome

\ Miami

Note: Price ranges for Hong Kong, Beijing and Shanghai are for properties considered “Super Prime”.
Prices used in the calculation for Sydney and Hong Kong are based on apartments only, for New York,
Los Angeles and Miami based on condos only and for Marbella on apartments only located in Prime
areas. All currency calculations are based on the prevailing rate on 31 December 2015.

Source: Knight Frank Research / Douglas Elliman

On a more global level the current situation is marked
by sluggish growth, low oil prices, deflationary worries
and political instability in large parts of the world, nota-
bly the Middle East. While this dampens the overall out-

look and reduces both consumption and investment, it
also highlights the safe haven represented by places
such as Marbella, placing it right up there with the likes
of London, Switzerland and Monaco. Moreover, as real
estate is back in vogue as an investment class among
the world’s wealthy, regions such as our own stand to
gain — not just because of the glamour and lifestyle it
offers, but also because property here is still regarded
as offering both value for money and the potential for
capital growth.

WHERE TO GO FROM HERE

Just a few years ago we described Marbella as coming
out of the downward slopes of recession, into the valley
of stabilisation and eventually out on to the foothills of
recovery. Today it is fair to say that we are well and truly
in the hilly terrain of economic growth. It is not a seller’s
market yet but certainly no buyer’s market either, as
very good opportunities continue to exist for buyers and
investors alike, and in terms of this we can expect the
growth cycle to play itself out for some time to come.

In summary, therefore, we have seen a continued
strengthening of demand from a very broadly diversi-
fied range of countries. This demand is especially fo-
cused on new properties, the development of which
has not only spurred on new construction but also seen
an improvement of the existing housing stock of Mar-
bella through extensive renovation and modernisation.
New projects, moreover, are subject to ever-improv-
ing standards and luxuries as today’s buyers demand
more in terms of style, luxury and amenities.

The competition for scarce development land is lead-
ing to a steady increase in prices that is mirrored by
gently rising property values in prime locations, but it
hasn’t reduced the appetite of large foreign funds keen
to create luxurious residential and hotel developments
in prime locations. Together with the continued demand
for the Marbella way of life, this interest from leading
international investors is the sincerest reflection of this
region’s continued appeal.

'Source: Diario Sur- http://www.diariosur.es/marbella-estepona/201603/
04/marbella-defiende-actividad-inmobiliaria-20160304142024.html

2Source: htip://spanishnewstoday.com/foreign-investment-in-spain-rose
-by-11-per-cent-in-2015_72410-a.html



ADDENDUM
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AN ERA OF CHANGE

We live in an era of change. Brexit has come to pass,
bringing with it a great deal of flux and restructuring
as the European Union adjusts to a new reality with-
out Britain and the UK finds a new place in the world.
There will be months of negotiations ahead regarding
the actual separation of the country from the economic
bloc, as well as subsequent negotiations on trade deals
— not just with the EU, but the rest of the world too.

In the short term the markets will react strongly and
the pound will drop, but the UK is an inherently healthy
economy, so it, the EU and the rest of world will weath-
er the storm and eventually calm will return. A reces-
sion does, however, seem hard to avoid for the UK in
the short term, as much investment, expansion and
employment earmarked for London and other major
centres in the country will now look for other outlets.
Though Europe too will be affected many cities and re-
gions stand to gain from this geographic readjustment
— with markets such as Marbella in a strong position
to attract much of the domestic and international in-
vestment that will leave an overheated British property
market.

Many British residents and homebuyers in Spain will
feel a sense of uncertainty for a while, but already the
British and European authorities have been quick to
point out that the position of EU citizens in Britain and
that of Brits in Europe will remain largely unaffected.
Given the strong intrinsic demand from British buyers
for Marbella, especially the luxury segment will prove to
be robust in a market that is in any case more diverse
in terms of the many nationalities that are now buying
here.

SPANISH ELECTIONS

The Brexit week also brought us the rerun of the Span-
ish elections, which saw the PP edge somewhat closer
to a majority but still fall short of it. In that sense the
elections failed to produce a clear way forward, but
Mariano Rajoy is in a slightly stronger position to nego-
tiate than last time round. And if he were to heed calls
to step down as leader of the centre-right PP, it could
open up the door to a so-called ‘big coalition’ alliance
with the PSOE labour party. As with Brexit, the com-
ing months will bring more answers, but here too the
economic underpinnings are pretty sound and Spain’s
GDP is expected to grow by at least 2% this year, with
Marbella’s forward momentum in tourism, property
sales and construction well established by now.

Contributors: The DM Properties team
Written by Michel Cruz




Diana Morales | @ Knight
Properties | @@ Frank

ABOUT DIANA MORALES PROPERTIES | KNIGHT FRANK

DM Properties enjoys an enviable position in the Marbella real estate market built on many years of

experience and success in the luxury segment. As a specialist in this field, the company’s reputation

is built on quality and integrity, two of the founding pillars of DM Properties that continue to make up

its core philosophy. The firm combines local market knowledge with an international reach, as well as

harmonising old-fashioned values and ethics with a fully up to date understanding of modern markets,

consumer behaviour and Internet-based marketing tools. The combination of these factors makes DM
Properties a leader in the Marbella luxury real estate market, ensuring it represents many of the most
serious property buyers and investors in the region as well as being instructed to market and sell the

finest homes available.



