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OFFICES 
Companies take up the 
most space since 2008 

2017 was one of the most dynamic years for the office 

market in the Portuguese capital. and lack of supply is 

the principal obstado to greater growth In take-up. 

166.819 m2  
the highest take-up 

since 2008 

218.600 m2  

in the pipeline unlil 
2021. 61% of which 

are speculative 

20 €/m2/month 
prime renl revised upwards 
at the end of the year. with 

every zone registering 
increases in prime rent per 

unit between 0,50 .€ 
and 1€ per month 

vacancy rate 

LISBON REAL ESTATE I\ 
THE BEST PHASE EVER 
Lisbon is undeniably the major driver of the Portuguese property market, with the 
sector growing on every front and experiencing what is probably its best phase ever. 

TRENDS & OUTLOOK 2018 

Lisbon is increasingly popular among largo internationalcorporations, 
namely technological service companies, while national firms are also 

resuming their expansion strategies. We also note the major trend of 
co- \,vorking companies lool<ing for spaces in the city. with operators 

such as Regus and SecondHome planning to expand to Lisbon: 

Over upcoming years. the riverfront axis should continue to con-

solidate as the new expansion zone for the city's office market, 

driven by building regeneration and the conversion of warehouses 

finto cutting edge offices. for example. the new headquarters of 

law firms VdA and Abreu Advogados: 

The lack of supply of new, quatity buildings remains a criticai 

issue that is beginning to timit the leveis of activity and satisfaction 

of demand. Of approximately 218.600 m2  of new GLA forecast 

until 2021. only 16% is already under construction and 40%will be 

owner occupied 40.600 m2  are under construction and due to 

be completed Chis year, 50% of which is already pre-let. In 2019, 

an additional 30.000 m2  should be concluded, 

Demand is expected to remain extremely dynamic. therefore 

the major challenge in 2018 viill be to find spaces that meei the 

current requirements of these occupants, and there is a pressing 

need for new office development: 

At the same time. we should continue to witness a decrease in 
the vacancy rate and a rise in prime rents, which may increase 

around 5% in the CBD in 2018.  
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40.000 m2 

transactions. with 
an average area of 

667 m2  

TRENDS & OUTLOOK 2018 

70% 

increase in high street 
prime rent in Lisbon since 
2012. rising from 75e/m'7 
month currently to more 

than 130E/m2  

arca takên  Up  in Lisbon 
(until September 2017) 
with high street retal! 

registering a demand of 
27.000 mz  

• Growth of supply in lhe shopping centre formal is concentrated 

on projects to expand and remodelexisting centres. with 18.000 

of GLA in lhe oipeline until 2019 in Lrsbon namely in Centro 

Colombo (10000 m2) and Oeil as Park (18.000 m.') 

• The increase in the number of tourists will continue to drive 

demand for spaces on the principal axes in the centre of Lisbon 

namely Baixa. Chiado, Avenida da Liberdade and lhe Cais do 

Socire zone The decrease in available offer in prime locations 

wiil continue to benefit secondary areias. since nationat and In-

ternational operators want to take advantage of the high tounsm 

flov,‘ taking place in the city. 

• The Baixa zone. which is increasingly in demand For high street 

retail will continue to expand towards Alfama. an axis due to 

become the pedestrian route between lhe city's historie' centre 

and lhe new Cruise Terminal. 

• High street rents should continue to riso at a rate between 5% 

and 10% per year on Lisbon's principal axes, feftecting a growing 

market We recai" that in the 2nd semesler of 2017, the prime rent 

on Avenida da Liberdade was around 1.140 C/m?/year and in 

Baixa ilwas g60/m2/year; 

• Demand arriong re,taíters Operating on Lisbon's prin.)•ary high 

streel retail arteries rs expecte(' to keep evolving considerably. 

Eike in the past year where. taking advantage of lhe slowdown 

1 observed in the premium segmenl. mass market operetors took 

the opportunily to launch and test new-store concepts in some 

loCations with greater foottalt 

1.380  €/m2/ year 
Chiado is the most 

.expensive: high street 
location in Portugal and 

3.3rd in the world 

 

304 openings 

.•-ated 43% of the 
•nately 705 ne\k/ 

opeiiingS calculated 
in the country 

     

RETAIL 
The market reinvents 

itself and keeps growing 

In both high street retail and shopping centres. 

the retail market had a very positive performance 

in 2017. maintaining the growth trajectory: 

       

     

100  €/m2/month 

 

       

    

shcipping centre tents 
which. like retail parles 
(10€/rn'i/rnonth). also 

observed increases in the 
baseline figures 
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295.000 m2  

take-up in Lisbon 
and Porto. 2129:i.. more 

than in 2016 
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8% 
increase in prime 

rents in Lisbon 

INDUSTRIAL r  LOGISTICS 
A target for international investors 

The industrial market was atso extremely dynamic in 2017, with approxi-

mately 295000 m2  taken up mostly in the Greater Lisbon and Greater Porto 

areis, representing an exponential growth of 212% compared with 2016: 

TRENDS & OUTLOOK 2018 

• Due to a much temer levet of investment in the logistics segment 

over recent years, today demand surpasses supply nationwide: 

• There is a taci< of quatity spaces in Lisbon, therefore the scarce 

available offer will limit take-up over the next 12 months, with a 

decrease expected in comparison with the leveis traded in 2017: 

• We may witness the launch of new construction projects af buitt 

to suit logistics ptatforms and support structures fore-comme-ree. 

Confirmation orAmazon entering the Por tuguese market through 

investment in a sizeabte logistics piatforrn, is expected to raise 

interest among other internationaloperators in lhe nationat market: 

- The lack of available quatity warehouse.s may provoke- a slight 

increase in the rent of secondary prociucts in2018. However, after 

an increase of around in rents in 2017 prime product is not 

expected lo vary in Lisbon in 2018. Nonetheless, higher vagues 

may be negotiated for warehouses built to suil the occupant 

MIO 011,2,2111 . 

285.000 € 

record value/rooni 
traded 

400.000 m2  

,..itloc,:)tecl to tocai 
tociging 

€/m2/ month 
rents for the best 

Jssets- in lhe Greater 
Lisbon Arca 
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average room price. 
with a RevPar of 55€ 

(December 2017) 

• 

TRENDS & OUTLOOK 2018 

25% 
share of international 

hotel brands in 
Lisbon • The growing number of tourists visiting this country is expected to 

continue and. consequently. so  is the demand for tourist accom-

modation in the city of Lisbon, where the number of overnights 

may rise between 5% and 7% this year, 

• However, the growth in hotel supply will continue to fali short 

of demand. In Lisbon, CBRE estimated that the increase in offer 

will not exceed 4% in 2018. only 1 percentage point above 2017, 

with the introduction of Boo to goo new rooms in the city: 

Lisbon also presents a low share of international hotel brands: 

approximately 25%. Nonetheless, significant interest is evident 

from international chains, particularly Spanish. to operate and 

invest in Lisbon's hotel sector. Following the entry of Iberostar in 

the city in 2017, construction is due to begin in 2018 of Moxy by 

Marriott in Parque das Nações and Hotel Metia Lisbon: 

12 
new hotets opened 
in the capital in 2017 

• The growth tendency of the take-up rate and average room 

price of hotel units is expected to maintain over the next twelve 

months. at a rate of 10% in Lisbon. Lisbon closed 2017 with an 

average room price of 95C and a RevPar of 55€  (December). 

leading the prices in the national hotel sector, 

• With the entry into force of legislative amendments that introduce 

more penalising measures for Local Lodging. the opening of new 

units is expected to decrease. with this kind of supply growing 

at a slow rate of 3% to 5% each year. It is estimated that there 

are currently 400.000 m2  allocated to Local Lodging in Lisbon 

approximately one third of the city's total supply; 

25 
new openings in the 
oipeline until 2019 

• Greater focus on new hotel concepts, namely by incorporating 

iconic elements from the city's culture.  

10% 
growth expected in 
lhe average room 

price 

HOTELS 
Hig h expectations year after year 

Lisbon maintains its position in the international panorama as a 

leading tourist destination. 2017 registered the best performance ever, 

and this is expected to continue throughout this year. 

SOURÇES. JLL. C&W. CBRE. Savills Aguirre Newman 
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Investment in Lisbon: the market 
consensus for 2018 

Whether regarding prices. investment volume 

or the performance of occupier markets. how 

do experts expect real estale investment in 

Lisbon to evolve over the next twelve months? 

Find the answers in this market consensus 

1 
Will market prices in Lisbon 

rise again in 2018? 

2 
Will occupier markets be 

more dynamic? 

3 
Who will be the main players 
buying RE in Lisbon in 2018? 

There is unprecedented demand from in-

vestors. Not many alternative markets with 

comparable risk / return profi les. Develop-

ment has been at an all-time low The stock 

of available properties is quite hm ited. These 

market forces \vill continue to drive prices 

slightty upwards, unless interest rates rise. 

All occupational markets are on ascending 

trajectories, with the more significant growth 

in offices (partiatly due to the importance of 

shared services and business processes 

outsourcing centres). high street retail and 

hotets (both due to the significant growth 

of tourism) 

A combination of inlernational and dornestic 

investors. covering a very vide spectrum 

of risk / return profiles - maybe less pure 

opportu nistic players and more conservative 

investors looking for stabilized returns and 

willing to pay higher prices. Some innovative 

players looking for niche assets. 

Appetite from investors together with lack 

of quality of product is likety to see yield 

compression through 2018 among most of 

the sectors in Portugal. 

Both occupiers on retail and office are look-

ing to increase their foot-print in Portugat 

with the most recent announcement from 

Google confirming that trend for PortugaL 

Socimi's. Propedy Funds, Portuguese Open 

Ended Funds. Private Equity's and Family 

Offices. 

Pauto Sarmento 
CUSHMAN & 
WAKEFIELD 

Partner & Capital 
Markets Director 

Fernando Ferreira 
J LL 

Head of Capital 
Markets 
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Nuno Nunes 
CBf-E." 

Capital Markets, Senior Director 

Tim Seconde 
Ri'E 

I-lead of Capital Markets 

   

There is still a strong upward trend in RE prices in Lisbon. The 

prices are being pushed up both by an ever growing interest from 

foreign investor which were joined in 2017 by some fast recovering 

Portuguese Institutional Investors. compressing the yields further 

finto new record levets, and rapidly increasing rents. namely in the 

office and high street sectors. In some submarkets within these two 

sectors we may see compressions of 50 bps on yields and rental 

increases above 10%. 

There is stitl strong demand from institutional and international core 

capital in Portugal in both the retail and office sectors. This will mean 

that retail yields for the larger and more prime shopping centres as 

welt as other well- lócated retail schemes will continue to harden 

over the course of 2018. More secondary product is being targeted 

by value add players who can improve or expand existing schemes. 

Prime office yields are already al a record tow and this trend is un-

likely to change this year as there are multiple pools of core (and in 

some cases "ultra-core") capital seeking limited investment grade 

product. We are now seeing more interesting opportunities in the 

non-core sector as seen in the second hatf of last year. 

The occupancy figures evolution has been significantly curtailed by 

shortage of space. There is an evident lack of large office spaces 

to tease. Just in Lisbon there are currentty more than 150000 sq 

m of demand which is not finding space to meei its needs. This 

is particularly relevanl when we consider that the total take-up in 

2017 was 166 000sq m. This in-balance wilt take to correct with lhe 

first large speculative projects sei to start in the second semester 

of the year and not being ready to be detivered before 2020. The 

total take-up in 2018 should be in line or slightly higher than 2017. 

January and February 2018 have been one of the most dynamic 

months in historical terms setting high hopes for the rest of the year. 

It has been two exceptionat months not only in terms of investment 

volumes but also in terms of new players in the market. Two of the 

largest operations in this period were made by investors that had 

not invested in Lisbon in the last decade. Considering the profile 

of the operations in the market both Core and Vatue Add investors 

should play a very relevant role. In terms of nationatities. European 

Investment namely French and British should account for a significant 

part of the investment. Portuguese institutional investors should 

keep on gaining market share 

For the moment. Portugat's already positive and improving mac-

ro-economic indicators are underpinning growth and driving saltes 

in the retail sector. Investors are keeping a dose eye on trends such 

as internet retailing however, Lisbon in particular is enjoying a strong 

office occupational market as demand from international tenants 

continues. Quality space in Lisbon is limited which is also squeezíng 

rents upwards. Average tetting transaction sizes are increasing and 

we are likely to see a number of large scale and high profile office 

lettings over the coming 12 to 18 months. 

Retail continues to be atmost exclusively dominated by international 

buyers from muttiple geographies inctuding shopping centre specialists. 

The office sector is being targeted by both international and Portuguese 

money This year we will see further major residential re-development 

doais being completed by large-scale international investors 
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Paula. Sequeira 
SAVILLS 
\GUIRRE 
\IEWMAN 

Capital Markets 
Director 

Miguel Bacalhau 
THE K ADVISORS 

Head of Valuation 

Pedro Valente 
WORX 

Capital Markets 

Yes, greatly dueto yield compression, as well 

as the high leveis of international liquidity 

available for investment and the fact that 

Portugal offers a set of characteristics (eco-

nomic. political & natural) that place it on the 

investor 'radar However there is not enough 

product to satisfy this demand, which places 

pressureon the ctosing prices of transactions 

Yes. A tendency thal has been evident for 

some time, narnely in the office segment. 

Although the growing dernand for office 

spaces, especialty by Shared Services com-

panies. is not met on the suppty side (lhe 

office stock in Lisbon increased little more 

than 10% in the last decade). Another seg-

ment that is currently very solid is hotels. 

strongty driven by the growth in tourism. 

The large volume of liquidity in international 

markels keeps demand leveis high among 

commercial real estate investors. 

Considering lhe lack of asseis that meei 

investor expectations, investors are showing 

a greater willingness to take on new risks. 

making erices continue to rise. 

On the development side, the sustained 

increase in residential sate prices to end 

buyers has generated a willingness among 

developers to pay higher erices for land for 

construction or buildings for regeneration. 

Recovery of the Portuguese economy has 

driven the expansion and attraction of new 

companies to the national market, imme-

diately bringing about a rise in take-up and 

demand for new offices.  

This trend, combined with the lack of new 

office project development in recent years, 

has led to a rise in prime rents. 

Real estale production requires 2/3 years. 

which enables us to foresee that. aithough 

some projects are already under devetop-

ment. these won't reach the market imme-

diatety. thereby originating a price increase. 

Office rents have been rising steadily in the 

p.ast 3 years, as a result of an increase in 

demand and virtual stagnation in the supply 

of new spaces. On the other hand, yields 

continue to contract, therefore prices in 

Lisbon are expected to keep rising in 2018. 

The current demand will continue to pui 

pressure on Lisbon and Porto's markels. 

both in terms of rents and vacancy rate. In 

lhe last 3 years. for example. the prime rent 

in Lisbon increased more than 10%, vvhile 

lhe vacancy rate dropped more than 20%. 

Many zones present vacancy rates be-

low 5%. The principal economic indicators 

present favourable conditions for business 

development in Portugal at lhe moment, 

therefore a good momentum is expected 

in the office market. 

International players, tike in previous years. 

Furthermore, the current liquidity in the 

market has been helping diversify the risk 

profile of some investors, namely Assei 

Management firms, which seek Core / Córe 

Plus as well as Value Added / Opportunistic 

investment opportunities. 

Currently, the origins of capital have been 

diverse. For this year. we expect a gradual in-

crease in investors from South Africa and China. 

However, lhe traditionalmarket players will shit 

be Dutch, British and Spanish investment funds. 

The international expansion of our market 

has placed Portugal in the path of nu mer-

ous investors who compare rents and yields 

in Lisbon with those in other European cic-

ies. As in 2017. international investors will 

continue to be the most representative. 


