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Mallorca expects “continual improvement” in
2012 after exceptionally good year

By van Radford

Mallorca Sotheby's International Realty Market Reporthas been published this
week, and Stephen Dight, Managing Director, reflects onan "exceptionally good"
2011 and looks forward to "continual improvement" nextyear:

During 2011 the Mallorca property market has beenexceptionally good and has
held up surprisingly well. This year has seen a marked improvement over2010
in terms of sales, a year | would cite as being the absolute bottom,albeit still far
off the volumes seen in the peak years of 2007 and 2008. Correctly priced villas
in near-perfectcondition in coveted locations will sell comfortably. They may not
sell ata huge premium butneither will they sell at a huge discount. From the
2007 peak to the 2010 bottom, prices in this sector have onlydipped ten or 15
percent.

Another factor is the different nationalitiesparticipating in real estate here. Over
the years Germans have made up themajority of foreign homeowners in
Mallorca and their recession is behind themso there is not a huge supply of
motivated sellers on the Island. Contrast thatwith the Costa del Sol where over
50% of the foreign homeowners are British.Many of them are now hugely
motivated to release the capital tied up in theirsecond homes in order to fund
their businesses and their interests back in theUK at a time when the British
banks have effectively stopped lending.

As sterling has depreciated, these vendors areprepared to slash prices in the
knowledge that the exchange rate will protectthem against huge losses. This
scenario has not existed in Mallorca. And, interestingly, more British buyers
areparticipating in Mallorca real estate than perhaps people realize. At Mallorca
Sotheby's we're receiving manyBritish buying clients, especially those who
converted their assets into cashbefore the recession hit or those entrepreneurs
who have been able to profitirom the recession.

One notable sale in 2011, although not one MallorcaSotheby's can claim
responsibility for, was the so-called most expensiveproperty in Spain, the 232
acre estate of La Fortaleza near Pollenca, changinghands from one Brit to
another at an alleged sales price of 40 millioneuros.

Most buyers believe, as do |, that prices inMallorca bottomed in 2010 and will fall
no further. If a suitable propertypecomes available there is no reason not to buy.
There is no benefit to be gained from waiting- in fact that property is likely to have
sold.

Whilst now we are busier at Mallorca Sotheby's, itis only with top quality, well-
priced homes that are virtually faultless interms of their presentation and
location. The problem is with the bottom end of the market. In times of economic
difficulty there isconsiderable divergence; anything less than desirable is notin
demand. Some properties, even at huge discounts, willsimply not sell. Whole
swathes ofsubstandard marginal property will continue to be ignored.

For 2012 we expect a top down recovery, thatis tosay continual improvementin
the top quality end of the market with atrickledown effect spreading to the lower
priced property. | also expectthe European printed press andtelevision media to
bring closure to their antagonistic approach to Spanish property,an approach
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that has been very scattergun, painting all of Spain in a bad lightregardless of
quality or region.

There is a vast disparity between someone buying amakeshift villa without the
advice of a lawyer in Valencia and an informedbuyer purchasing a luxury
mansion in Mallorca. You simply can't compare. TheSpanish Governmentis
also taking positive steps to restore confidence in itsproperty market, to
stimulate growth, whereas before it at bestignoredproblems or at worst
positivelydamaged the market with inconsistent and questionablepractices.
These practices are firmly inthe past.

I don't have a crystal ball, but every recession iscyclical and as it comes to its
inevitable end the Brits will return innumbers, the German buyers will return in
droves and confidence in Mallorcawill be restored leaving itto emerge as strong
as ever. Mallorca will always be a loveddestination. It's easilyaccessible
fromacross Europe with direct low-cost flights, has thatindefinable Island
vibeand is simply beautiful from coastto mountain.

www.ibtimes.com/art/services/print.php?articleid=245387 2/2



