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ECONOMY IS STRUGGLING AGAIN

The Greek economy finally emerged from
recession in Q4 2014 but the election of
the anti-austerity Syriza-led government in
January 2015 has heightened uncertainty.
This had a negative impact on economic
activity in Q1, with recent indicators suggesting that the positive
momentum in the economy from the second half of 2014 has
already been reversed. Private consumption has been a key driver
of the recovery, but the latest retail sales declined for the third
consecutive month in January. Business investment and exports
have also weakened in recent months.

HIGH POLITICAL UNCERTAINTY

The new government has secured a four month extension to its
existing bailout agreement, which has bought it time in which to
negotiate a new EU/IMF funded adjustment programme. The
government has until the end of April to develop a detailed set of
policy proposals, aimed at implementing the previously agreed
reform agenda. Nevertheless, the next tranche of financing is
unlikely to be made available until the government has
implemented these reforms, which poses serious risks for the
government, given that it faces €3.5bn of redemptions and loan
repayments in Q2 2015.

PACE OF ADJUSTMENT EASING

On a positive note, the pace of adjustment in the economy is
slowing and the weakness in the labour market has bottomed
out. Average earnings have also begun to recover and were up
2.9% year-on-year in Q4 2014. This, coupled with low inflation, is
helping to restore some consumer and business confidence and
should enable private consumption to bounce back and make an
important contribution to growth for the remainder of 2015.

OUTLOOK

Short term prospects for the economy are unclear and there are
still a number of barriers to achieving sustainable growth over the
longer term. The main barrier is political uncertainty, as well as
the increased risk of Greece leaving the eurozone. The
aspirations of the anti-austerity government is in direct conflict
with its international creditors, which will continue to weigh
heavily on confidence and financial markets.

MARKET OUTLOOK
GDP:

Growth is forecast to marginally improve in
2015, but significant downside risks remain.

Inflation:

Weak demand and lower oil prices will ensure
deflationary pressures until H2 2016.

Interest rate:

No changes expected.

Employment:

Stabilising; job creation expected to remain
weak amid political uncertainty.
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ECONOMIC & POLITICAL BREAKDOWN
Population

11.0 million (2014)

GDP

US$ 237.5 billion (2014)

Public sector balance

-3.5% of GDP (2014)

Public sector debt

177.1% of GDP (2014)

Current account balance

0.5% of GDP (2014)

Parliament

Syriza and Independent Greeks

President

Prokopis Pavlopoulos

Prime Minister

Alexis Tsipras

Election dates

February 2019 (Parliamentary)
March 2019 (Presidential)
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Activity in the Greek market has slowed as
both occupier and investors await the
outcome of the fourth version of the
government’s reform list ahead of the
Eurogroup meeting on 24th April.

OCCUPIER FOCUS

Occupier activity was characterised by low levels of activity in Q1
with many adopting a wait-and-see approach. Very few deals
concluded in Q1 and the only one of note was the securing of
3,000 sq.m by a law firm along Kifisias Avenue.
The overall vacancy rate in Athens is in the region of 11% and is
expected to remain at this level as the lack of new development
and an easing in occupier activity balance each other out. On the
supply side there are no key new or refurbished schemes due to
complete in the short to medium term with developers taking a
back seat as not only is development finance hard to come by,
but they are aware of the fragility of the occupational market and
so have indefinitely postponed for when fundamentals are more
robust. Landlords with availability in their schemes are working
hard to reposition them and attract occupiers. Prime rents in
Athens CBD have been stable at €19.00/sq.m/month since the
beginning of 2014 - almost 60% off their ten year high.

INVESTMENT FOCUS

Prime Rents:

Prime rents hold but at below pre-crisis levels,
while secondary rents fall in some areas.

Prime Yields:

Yields are stable but this is more a reaction to
the lack of sustainable levels of activity.

Supply:

Overall supply levels will begin to edge down
as construction is halted.

Demand:

Leasing activity is almost exclusively focused
on relocations.

PRIME OFFICE RENTS – MARCH 2015
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PRIME OFFICE YIELDS – MARCH 2015
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With respect to the yield data provided, in light of the lack of recent comparable market evidence in many areas of
Europe and 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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Domestic investors, mainly Greek REICs, are the most active.
Internationals investors are, by enlarge, continuing to off-load
assets and exiting the Greek market seeking more secure
locations. There is however, some counter flow of capital with
select funds from the Middle East, Europe and the USA, for
example entering the market, beginning to enter the bidding
process. Typical lot sizes are small limiting the need to over
expose on the lending side and indeed, any large lot sizes would
struggle to secure debt at a reasonable level. The market is
dominated by domestic investors on both the buy and sell side as
they rebalance their real estate portfolios and release capital
where it is appropriate to do so.

MARKET OUTLOOK

Yields

OVERVIEW

Mar-15

Rental Growth - Prime

Source: Cushman & Wakefield

OUTLOOK

Prospects for the Greek real estate market are less positive at
the beginning of 2015 than they were in 2014 with increasing
talks linked to a Greek exit from the euro and the potential for
the implementation of capital controls. Low levels of investment
activity are expected and will continue to be limited linked to the
lacklustre performance of the office leasing market making it
difficult for investors to make the returns stack up. Core players
are looking to more stable markets in Europe where risk is lower
and fundamentals more sustainable.
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2014 marked the turning point for the
Greek economy and the retail sector. The
economy finally showed some signs of
emerging from recession in Q4 with
improved consumer confidence. According
to the Greek Statistical Service, the retail trade turnover index
recorded a decrease of 2.6% in January 2015, when compared to
January 2014, while compared to December 2014 it recorded a
decrease of 18.7%. Clothing and footwear consumption increased
by 8.6%, while automotive fuel decreased by -16.1%.

OCCUPIER FOCUS

The change in government in Q1 and ongoing negotiations with
EU creditors have generated greater political uncertainty and
occupiers remain wary. Consequently, much of the leasing activity
remains focused on smaller prime high street units and dominant
shopping centres, with food and drink operators still the main
drivers of demand. Demand for larger, poorly configured units
remains limited. The availability of prime space is stable but it is
increasing in many secondary streets and centres, where rents
are falling and vacancy rates are still rising. Prime rents were
largely unchanged across all retail segments in the first quarter.

INVESTMENT FOCUS

The investment market remains subdued, with just €10 mn
transacted in Q1. International investors are cautious of the
uncertain political backdrop, while many local investors are still
favouring opportunities abroad, where risk adjusted returns are
more attractive. There is some selective demand from Greek
REIC’s and overseas opportunity funds, although there can be a
large divergence in price expectations between buyers and
sellers. Prime yields were unchanged at 7.00% for high streets,
8.30% for shopping centres and 8.50% for retail warehouses in
Q1.

OUTLOOK

Prime Rents:

Static for larger units; marginal increases
possible for smaller prime units.

Prime Yields:

Yields expected to remain unchanged, amid
greater political uncertainty.

Supply:

Supply of prime small/medium sized high street
units declining; stable elsewhere.

Demand:

Stable overall and strongest for smaller and
mid-sized units.

PRIME RETAIL RENTS – MARCH 2015
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PRIME RETAIL YIELDS – MARCH 2015
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With respect to the yield data provided, in light of the lack of recent comparable market evidence in many areas of
Europe and 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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The positive momentum in the economy may be undermined by
political uncertainty in 2015, as the government looks to secure a
fresh agreement with international creditors. Prime retail markets
are expected to remain relatively stable, with Athens and
Thessaloniki outperforming, although secondary markets are
forecast to weaken further.

MARKET OUTLOOK
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OVERVIEW

The outcome of the talks between the
Syriza-led government and the Eurogroup
will be crucial to both occupier and
investor intentions towards the Greek
market. The Manufacturing PMI increased
marginally to 48.9 in March from 48.4 in February. However, is
lower than the 49.4 in December 2014. Investment activity has all
but come to a standstill.

MARKET OUTLOOK
Prime Rents:

Rents hold for now, but are likely to decline as
activity falters further.

Prime Yields:

No movement in prime yields but this is
against a lack of on-the-ground evidence.

Supply:

Development comes to a halt with financing all
but reigned in.

Demand:

Limited demand and not expected to increase
in the near term.

PRIME INDUSTRIAL RENTS – MARCH 2015

OCCUPIER FOCUS

The market is characterised by a dearth of activity with very few
leasing deals occurring, linked to the economic uncertainty
shrouding the Greek market. Deals that are closing stem from
existing occupiers taking advantage of the weak fundamentals and
either moving to secure better priced space, or indeed
renegotiating their existing leases to be more flexible and at a
lower rent. Prime rents are €2.60/sq.m/month for manufacturing
in Athens and €4.00/sq.m/month for logistics and expected to
remain stable, although this is against limited activity and until a
new benchmark deal concludes - but this could be some time
away. In addition, landlords keen to limit void periods are offering
attractive incentive packages in the form of rent free periods.

LOGISTICS LOCATIONS

Supply over Q1 was more or less static with any rise attributed
to the release of space by current occupiers. Developers have
postponed plans linked to the fragility of the occupational market.
In addition, financing is difficult to obtain as lenders have very
limited visibility as to how their loans will be repaid in the in the
current low income environment.

13.00%

Investment activity was very subdued in Q1 2015 with deal
negotiations lengthy. One deal was registered in the Greater
Athens market whereby a 21,400 sq.m scheme was bought by the
Greek firm ACS for approximately €7.3 million for owner
occupation purposes, concluding a six month negotiation period.
Any of the limited activity that is taking place is between
domestic investors on both sides of the deal. Aside from owner
occupier deals investors are investigating sale and leaseback
opportunities as they try to release capital tied up in real estate.
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PRIME INDUSTRIAL YIELDS – MARCH 2015
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With respect to the yield data provided, in light of the lack of recent comparable market evidence in many areas of
Europe and 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.

RECENT PERFORMANCE
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INVESTMENT FOCUS
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OUTLOOK

The occupier market will remain fragile and low levels of demand
continued to be linked to lower order books. There is very
limited interest in the market at the moment as investors struggle
to balance risk and price especially given the subdued
occupational market and fragile economy. Risks remain however
and the recovery is exposed to negative shocks.
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VISIT OUR WEBSITE TO ACCESS...

The Research Group provide strategic market analysis to support
our clients in decision making and project execution. Consultancy
is undertaken on a local and international basis, providing indepth advice and market appraisals incorporating real estate,
business and wider macro influences. Typical projects include:

...Global Research Reports

● reliable and comparable data and market intelligence
● site specific, location analysis, ranking and targeting for

occupation or investment

To learn more about the global trends in the industrial, office and
retail sectors that are shaping economic development, business
practices and real estate strategies.

...Local Market Reports
To find out about local real estate trends in the office, industrial
and retail sectors in markets around the world.

...Business Briefings

● analysis of future development activity and existing

supply/competition

For authoritative and insightful commentary and analysis on the
business landscape for commercial property markets.

● market research and demand analysis by retail/industry sector

...Economic Reports

● rental analysis, forecasts & investment and portfolio strategy

To keep you updated on global economic events and emerging
trends that will influence finance, investment, business and real
estate markets.

...The Cushman & Wakefield global real estate blog
To hear our point of view on global market trends and how they
are impacting on real estate decision making.

Gain access to all of Cushman & Wakefield's publications globally
by visiting the Research section of our website:
www.cushmanwakefield.com/research
or follow us on Twitter: @cushwakeinsight

For further information about research or
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Nicky Simbouras
Managing Partner
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Athens, GR
+30 210 7480852
nicky.simbouras@proprius.gr
Istvan Toth
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EMEA Central Research and Consultancy
Budapest, HU
+36 1 484 1302
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it has 259 offices in 60 countries, employing more than 16,000 professionals. It offers a complete range of services to its
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and risk management. To learn more, click HERE.
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