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ITALIAN ECONOMIC
INDICATORS  Q1 2024

7.4%
Unemployment Rate

0.3%
GDP Growth

3.92%
10-Yr Treasury Yield

Source: Moody’s Italy (GDP Growth estimate Q1 2024 on Q1 2023; Unemployment Rate Q1 2024; 10 yr Gov Bond at Q1 2024)
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ECONOMY OVERVIEW
Economic activity in Italy grew modestly in the first quarter of 2024, still held back by weak manufacturing, while services regained ground. Sluggish consumption, which is
expected to recover only partially from the decline at the end of last year, appears to have been accompanied by a slight increase in private investment, supported by internal
funding. After rising strongly at the end of last year - especially in services and construction - employment remained stable in the first two months of 2024, though permanent
employment continued to grow. The unemployment rate remains at historically low levels. In the first quarter, consumer price inflation remained subdued; core inflation declined
further, owing to the sharp slowdown in goods prices and a milder deceleration in services. Firms and households revised their short- and medium-term inflation expectations
downwards. In April, the European Central Bank (ECB) kept key interest rates steady, anticipating their prolonged maintenance to contribute to achieving the 2% inflation target.
GDP is expected to grow by 0.6% in 2024, 1.0% in 2025 and 1.2% in 2026, benefiting from the recovery in real wages and foreign demand. Inflation is projected to fall to 1.3%
this year, mainly reflecting the negative contribution of the energy component, and to rise up to 1.7% over 2025 and in 2026. Core inflation, buoyed by unit labour cost
dynamics, will stand at 2% on average this year and decline to 1.7% over the next two years.
INVESTMENT OVERVIEW
In Q1 the investment market reached 1.8€Bn (ca.+83% on Q1 2023), confirming the more positive mood registered in the latter part of 2023 as headline inflation forecasts
resulted in greater price stabilisation and consumer confidence. Office and Logistics has been the best performing assets class, alongside the mixed-use, which included the
acquisition of Scalo Farini as part of the revitalisation plan for Milan's railway yards, as well as a thriving hospitality sector. In today’s market, the rethinking of obsolete assets
is becoming increasingly common, being the subject of growing attention from investors and developers looking to take advantage of the potential for conversion: during the
quarter there have been 7 transactions for office properties to be converted into residential. The market was primarily driven by domestic capital, accounting for 54% of
investments, which were mostly for single asset transactions with an average size of 45€Mn. The gap between prime and non-prime assets increased further.
With 510€Mn invested in Q1 24, the Office sector have quadrupled in respect to the first quarter of 2023, the worst year ever, but circa 50% of the volume is represented by
a single transaction in Rome, where negotiations started more than one year ago. Notwithstanding the regain in volumes, investors are still prudent. Industrial & Logistics
sector has maintained a positive trend, covering the 20% of the quarterly investment volume. The registered volume is circa 365€Mn, mainly represented by two big portfolio
of sale & lease back in the industrial sector (62% of the total sector volume), while single assets have primarily consisted of logistics assets. Investors remain confident about
market fundamentals. The fastest repricing compared to other asset classes favored the greater liquidity in this sector. Retail volumes remained modest at some 60€Mn,
although in growth in comparison to Q1 2023. Active investors currently are sale-and-leaseback specialists, targeting retail warehouses portfolios, and value-add investors
looking at secondary shopping centers attracted by double-digit returns. Limited availability of financing remains a constraint in this environment. While liquidity challenges
persist, the return of global capital is a promising sign, indicating a gradual stabilisation and potential growth in the sector. Within the alternative asset classes, the
Hospitality sector, with almost 20% increase in the first quarter investment volume compared to Q1 23 (with 210€Mn), confirms the strong momentum, backed by solid
fundamentals. In 2023, Italy recorded the highest RevPar increase since 2019, +45% compared to other European Countries. Investor demand is heavily pivoting towards
Southern European markets, Italy being the second after the Iberian Peninsula as the most sought after target in Europe. Rome follows Madrid, Barcelona and Paris in the
ranking of cities where investment interest is strongest. The increasing attention of investors in these destinations is led by the growing interest in resorts and urban markets
with strong tourism appeal, underpinned by the expected growth of leisure demand in the long term. Living Investment volumes, although the asset class remains of strong
interest to investors, remained subdued at ca. 100€Mn, covering the 6% of the quarterly volume. the slowdown of the investment is due to a mix of causes including the fact
that Repricing on Living opportunities has not yet taken place and the urban planning and administrative uncertainty currently affecting the city of Milan. During the quarter
many transactions have involved old office buildings to be converted and this represents a great opportunity for investors who are keen to invest in this sector.
OUTLOOK
There is cautious optimism for 2024 resulting from the awareness that fundamentals are strong in all asset classes, along with expectations of lower financial rates and better
access to credit. Prime yields are expected to stabilize in the second part of the year, at different levels according to the sectors and quality of the assets.
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PRIME YIELD TREND TOTAL VOLUME INVESTED Q1 2024

PROPERTY NAME TYPE BUYER SELLER PURCHASE PRICE MARKET

Scalo Farini (Unicredit / Hines ) Mixed Use Unicredit Ferrovie dello Stato 489 €Mn North

Via Vittorio Veneto 89 Office Deka Immobilien Investment 
GmbH

Ardian 269 €Mn Centre

Portfolio Fedrigoni (S&LB) - Phase 2 Industrial WP Carey Fedrigoni 133 €Mn Various

Corso Europa 2
( Campari Headquarter ) Office Campari Group BNP Paribas REIM 

SGR 110 €Mn North

Metra Holding S&LB Industrial WP Carey Metra Holding 90 €Mn Various

Grand Hotel Poltu Quatu Hospitality Anima Sgr Famiglia Pulcini 70 €Mn South

Palazzo di Fuoco Office Corum AM Kryalos SGR 70 €Mn North

Golden Palace Hotel Hospitality REAM Sgr Banco BPM Spa 36 €Mn North

(*) NOTES:
Yields are calculated on a net basis as reported below:
Net Yield = NOI (1) / PP (2)
1. Net Operating Income - after deducting all non-recoverable expenditure
2. Purchasing Price – excluding transfer costs, tax and legal fees
With respect to the yield data provided, in light of the changing nature of the market
and the costs implicit in any transaction, such as financing, these are very much a
guide only to indicate the approximate trend and direction of prime initial yield levels
and should not be used as a comparable for any particular property or transaction
without regard to the specifics of the property.
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Cushman & Wakefield (NYSE: CWK) is a leading global
commercial real estate services firm for property owners and
occupiers with approximately 52,000 employees in nearly 400
offices and 60 countries. In 2023, the firm reported revenue of
$9.5 billion across its core services of property, facilities and
project management, leasing, capital markets, and valuation
and other services. It also receives numerous industry and
business accolades for its award-winning culture and
commitment to Diversity, Equity and Inclusion (DEI),
sustainability and more. For additional information, visit
www.cushmanwakefield.com.
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