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INTRODUCTION

Real estate markets in Greece and aboard are buzzing with innovation and intelligence. A new
class of property seeker is rethinking the real estate segment by using technology to provide a
broader range of services, more flexibility and a greater sense of trust. These “synergistic”
operators have yet to be fully “cycle-tested,” but they appear to facilitate the beginning of a new
era in real estate, investment due diligence and property management.
Within the tourist & logistics sector, which in Crete remains blisteringly hot, foreign investors and
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investment funds are racing to build economically viable real estate assets and services that can
handle same-day fulfillment and high investment returns as efficiently as possible. Innovative real
estate services, property valuations and access to local real estate data continue to change what
is feasible, reasonable and trustworthy. Within Chania real estate market, the luxury property
sector has seen revival in 2017 and 2018 and continue to thrive by offering a combination of
choice, magnificent design options and leisure services.

Investor activity in 2018 surprised on the upside in Crete and the rest of the Aegean islands and
moderated slightly in the mainland. The long-term benefits of investing in real estate remain in
play—specifically, good income return, long-term capital safety and prospects to add value by
investment. Change, intelligence and innovation only add to the strategies that can be adopted
by real estate investors.
At ARENCORES, we are realistic about the likelihood of short-term volatility and market
uncertainties but optimistic about the future. For us innovation is purposeful and focused
changes that produce novel or improved potential for creating wealth via exceptional Chania
property market opportunities. However, the roots of true innovation in ARENCORES lie even
further back from being able to identify an exceptional property. Truly meaningful innovation
comes from being able to identify unmet or latent needs before property seekers and investors
even realize those needs are not being met. To predict, provoke, support, and inspire change
and not just selling a property. To imagine rather than simply make an agreement.

That is the challenge we set for ourselves every day at ARENCORES, to ask the question: where
can innovation take us to deliver truly meaningful real estate solutions that provide better
experiences and results?

In this report, we provide our outlook for the year ahead and describe the factors that are
driving the real estate in Chania. We look forward to helping you achieve your real estate
objectives in 2019.

Don’t hesitate to contact us for further advice.
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GREECE GDP FORECAST

ECONOMY
Positive outlook, with improved growth and
modest rises in inflation and interest rates

Corporate acquisitions will continue to shape the
investment market in Chania

For the first time since the 2008 Global Financial
Crisis, Greece’s economy is in fine form. The
economic recovery should continue to broaden
gradually over this year and next, driven by a
stronger labor market and improving sentiment. The
long-term outlook, however, partially hinges on the
country’s ability to maintain fiscal discipline and
minimize debt risks following its bailout exit. Our
research team sees GDP expanding 2.0% in 2018,
which is up 0.1 percentage points from last month’s
forecast, and 2.0% again in 2019.

ARENCORES analysts see the Greek economy gradually
gaining steam in the coming years amid a recovering
labor market and improving sentiment. While the
country is returning to normality after years of crisis,
many challenges still exist including a high level of nonperforming loans and elevated unemployment,
particularly among youth. Our research team sees GDP
rising a moderate 1.9% in 2018, which is unchanged
from last month’s forecast. In 2019, our team sees
growth at 2.1%. As the cycle matures, demand for real
estate transactions is expected to grow, as investors
are increasingly resourceful in finding real estate
opportunities.

COMMERCIAL MARKET

PROPERTY PRICING

Leasing fundamentals positive; constrained by
tight labor supply

Prime yields stable overall in 2019, supported
by positive investor sentiment, positive market
prospects and capital availability
Overall, cap rates will largely be stable in 2019 for
the real estate sector in Greece, as strong
investor sentiment, capital availability and
economic growth offset slightly rising interest rates.
Cap rates may rise or fall in specific locations
(Crete, Cyclades, Dodecanese), but moves will be
small either way.

The Greek seasonally adjusted unemployment rate
fell to 19.5 percent in May of 2018 from a
downwardly revised 20.0 percent in the prior month.
It was the lowest jobless rate since September of
2011. Unemployment Rate in Greece averaged 16.14
percent from 1998 until 2018, reaching an all-time
high of 27.90 percent in July of 2013 and a record
low of 7.30 percent in May of 2008. Three factors
will influence Chania commercial property market
more strongly in 2019: the growth of the tourism
sector, limited new hiring due to high unemployment
rates, and the low development completions in the
island of Crete.

For the full list of developments featured in this research and access to a range of ways to view the data, please contact
ARENCORES at: info@arencores.com
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GREECE ECONOMIC OUTLOOK
Positive outlook, with improved growth and modest rises in inflation and
interest rates. The economic recovery should continue to broaden
gradually over this year and next, driven by a stronger labor market and
improving sentiment. The long-term outlook, however, partially hinges
on the country’s ability to maintain fiscal discipline and minimize debt
risks following its bailout exit.
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For the first time since the 2008 Global Financial Crisis, the

Ease of Doing Business in Greece has received a great

economy in Greece is in fine form, with the eurozone, the U.S.

deal of attention because of its potential contribution to

and

long-term

China

growing

at

or

above

trend.

Falling

business

efficiency

and

its

short-term

unemployment and rising house prices have pushed

stimulation of the economy. Greece is ranked 67 among

investors ‘confidence to its highest level since 2004.

190 economies in the ease of doing business, according

Businesses, encouraged by higher stock prices, are

to the latest World Bank annual ratings. The rank of

responding with higher levels of capital expenditure.

Greece deteriorated to 67 in 2017 from 61 in 2016. Ease

Economic growth in most countries will be higher in 2019

of Doing Business in Greece averaged 81.50 from 2008

than in the past three years (Figure 1).

until 2017, reaching an all-time high of 109 in 2009 and
a record low of 58 in 2014 (Figure 2).
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Political instability may weaken real estate investors' belief

Political instability in Greece may be easing, but it

in property rights, putting the investors in fear that part of

remains a key issue for 2019 among property

the investment may be wasted due to poor protection. As

players overall. Interviewees express particular

a result, the investors are unwilling to pay a premium for

concern over the political risks to business and

the security of rights when facing political uncertainty.

investment in Greece. When it comes to social
issues

in

2019,

the

threat

of

Almost omnipresent for well over a decade, the level of

international

political instability in the world today seems extraordinary.

instability is by far the biggest concern among

From Middle East conflicts, Chinese actions in the South

survey respondents and interviewees. “We try to

China Sea, North Korean nuclear ambitions, BREXIT and the

listen to the market, to understand and to

recent crisis in Turkey the world is a very unsettled place

anticipate potential consequences. However, we

which leads to investor anxiety. There are no signs that

are just managing our projects and real estate

political instability is going to ease any time soon.

investments in a more and more uncertain and
unpredictable environment,” says an investment
manager with focus on Chania property market.

ARENCORES through a
comprehensive market research,
provides a systematic monitoring
of real estate market
developments and prospects in
Chania to identify reliable data
and prospects for both, buyers
and sellers. To this end,
ARENCORES compiles the Greek
Real Estate Price Indices by using
primary data/assessments about
values, market indexes and
quality parameters of both
residential and commercial
properties.

FIGURE 3 SOCIAL ISSUES IN 2019
1 %
International political instability

%
National political instability

%
Availability of reasonable priced properties
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European political instability

%

Read more at:

Social inequality

https://www.arencores.com/chaniareal-estate-market-research/

%
Environmental issues
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Mass migration

© 2018 ARENCORES RESEARCH

CHANIA REAL ESTATE MARKET OUTLOOK 2019

8

https://www.arencores.com/arencores-research/

CHANIA PROPERTY MARKET OUTLOOK FOR 2019

According to the Chania Real Estate Market Outlook

And since the law was revised in 2015, Greece’s Golden Visa has

Survey conducted during this summer (2018), 68

become still more attractive to foreign investors, comparing

percent of respondents believe the new real estate law

favorably with similar programs in countries including Cyprus

will be good for real estate investments although

and Portugal. A stepped-up promotion program has also helped.

nearly a third (32%) are unsure. Around a quarter of

Greece’s Golden Visa program grants a permanent residence

respondents say they cannot see a support to real

permit – and access to 26 Schengen-area countries – to

estate investments in Greece from the new law.

individuals and their families who invest a minimum of 250,000
euros in Greece, for example in real estate or other productive

The full impact on commercial real estate remains to

investment. According to the latest data from end-November, a

be seen but the three main fiscal levers are: foreign

total of 2,170 Golden Visas have been issued directly to foreign

investors will be able to invest and repatriate profits

investors – and more than 5,000 when family members are

more easily than before; local real estate players that

included – up from 1,522 at the end of 2016.

until now parked some of their profits overseas at
lower corporate tax rates can repatriate those earnings

Are

into the Greek real estate market.

occupation of real estate? Do any formalities permit or

on

foreign

ownership

or

restrictions on foreign ownership or occupation of real

economic crisis, the Golden Visa program is now

estate. These concern only foreign individuals or legal

coming of age amid a new wave of investor interest,

entities of non-EU states and EFTA member states who are

particularly from countries such as China, Russia and

interested in acquiring a personal right in immovable

Turkey. There are several reasons for this, from

property located in border regions (Article 24, Law

Greece’s sunny Mediterranean climate and high quality

1892/1990). These individuals or legal entities can request

of life, to its low property prices. A budding economic

the lifting of such restrictions regarding borderline areas

recovery plays a role for some investors, while for

through a petition indicating the purpose of the property's

others it's political uncertainty abroad.
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CHANIA REAL ESTATE
MARKET AND AIRBNB
Corporate acquisitions with focus on tourism infrastructure will
continue to shape the investment market in Chania for 2019

Renovations dominate new starts
The prevalence of property renovation schemes
is

Chania Prefecture: New build vs Renovation

86%

% of new start volume

54%

highlighted

in

this

survey

(Figure

5).

Approximately 86% of the property schemes in

67%

Chania is related with renovation projects mainly
in Chania Old Town and Apokoronas.
As property renovations are generally of a smaller

46%

scale than new developments, the influence of
these schemes cannot precisely indicate the

33%

prospects

of

the

Chania

property

market.

However, the majority of the respondents say

14%

that

they

have

already

consider

property

renovation schemes hoping to cash in on
Airbnb's success.
2004

2008
2017

2017

FIGURE 5: CHANIA PREFECTURE: NEW BUILD VS RENOVATION

The majority of the respondents
say that they have already
consider property renovation
schemes hoping to cash in on
Airbnb's success.

Airbnb Is Changing the Market
Chania Residential real estate is a hot ticket these
days, with the property market once again
approaching the same level of home values and
rates we saw before the housing collapse in 2012.
Individuals are now purchasing or restore small
apartments and family houses to turn them into
Short Term Rentals — creating a business — to
the considerable detriment of their neighbors.
Some short-term renters turn these locations into
party houses, creating noise, traffic, and a public
nuisance. In such instances, neighbors who need
a night’s sleep to work the next day or who have
school-age children are disturbed. In one of the
small, yet beautiful villages of Apokoronas, a
home owner rented his property to someone he
believed was occupying it, only to learn he listed
it on AIRBNB as a “party villa.”
When the property owner was alerted, he was

shocked

and

started

eviction

Do you consider a next door short term rental
property as a barrier for your property selling
price?

proceedings.
At ARENCORES we are curious about how this

61%

could affect real estate investors and the
housing market in Chania as a whole. Since our
last

Chania

Property

Market

Survey

NO

in

2017, we have taken a range of steps to
reinforce our understanding on the factors
that influence the attractiveness of a property
or a destination and what the future may hold
for this latest real estate investing trend (Figure
6).

FIGURE 6: STRs AND PROPERTY PRICE
Is Optimism Returning?

The real estate industry is caught in the middle

Since 2015, business and political landscapes in Greece

of a fight between those who oppose Short

have endured a rollercoaster ride of uncertainty. It has

Term Rentals and the property owners and

been no surprise that the level of optimism amongst

companies promoting them. Nevertheless, real

real estate investors has been in short‑supply, as

estate owners should keep this in mind: A

highlighted in ARENCORES Survey. The latest results

family home or an apartment next door to a

show that the share of real estate investors who are

short-term rental — where the occupants

optimistic about future financial prospects in Greece

change every few days — will take longer to

has increased, although not yet a return into positive

sell and bring in lower offers. You never know

territory and are back to the same level as Q2 2008.

who your neighbours could be, and that’s a
classic situation of property stigma. Without
this protection, property values will decline
and

cause

neighbourhood

stress

and

disruption.
In the near future, real estate agents could be
required to disclose to a property seller or
long-term renter the existence of a nearby
Short Term Rentals.
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FIGURE 7: BUSINESS OPTIMISM
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Planned acquisitions / dispositions
Whilst this year was a recovery time
for real estate investment in Chania,

Figure 8: Compared to 2018, do you expect
your purchasing activity in 2019 to be...

Obstacles to investing in Chania real estate

Figure 9: Compared to 2018, do you expect
your selling activity in 2019 to be...

Figure 10: What is the biggest obstacle to acquiring real estate assets in
Chania, Crete?
Private Investors

investors expect to deploy more

Venture Capitalists

capital in 2019.

Corporate Investors

Looking at the replies to this question in
the survey conducted on June 2018,
real estate investors have always
indicated that they expected their real
estate purchases to exceed the previous

23

%

19%
IN 2017

HIGHER

40%
HIGHER

0

It is not surprising that asset prices,

34%
IN 2017

10

20

30

may pose challenges to investors
trying to acquire real estate assets, it

43%
44%

willing to acquire a real estate asset.
This may explain the increase in
investors expecting to sell more in

20%

Transaction
costs

18%
34%

2018.

investors are more optimistic about 2018
as on balance 35% expect to spend more

35

%

BALANCE

26

%

IN 2017

39

%

LOWER

15

%

IN 2017

BALANCE

IN 2017

8%
LOWER

Market risks

7%

0%

16%

Source: ARENCORES RESEARCH SURVEY, 2018

9%

Availability

IN 2017

1%

obstacle for investors seeking to deploy
Source: ARENCORES RESEARCH Survey, 2018

2%
1%

Availability of product also remains an
Respondents’ greater appetite for real

16%
13%
17%

Taxes

29%

compared to 26% in the previous year.

14%

Political
instability

capital and this is the biggest obstacle

estate investing poses a concern in

for 34% of all respondents. Neither asset

relation to the market stability cited as

pricing nor availability of product are

one of the main obstacles to investing

unique to EMEA, so this finding reflects

in last year’s survey conducted by

concerns that apply globally.

AREBCORES. On a positive note,
investors are more tending to sell than

Investors also expressed competition from

last year: on balance 40% of investors

other investors as a barrier to investing,

expects to sell more than in 2018 (see

which touches on the asset pricing and

figure 9).

product availability concerns.

Low market
transparency

Currency
risk

1%
2%
1%
1%
3%
1%
1%
2%
1%

other

In line with the stage of the cycle, real estate investors perceive market
uncertainty as the main obstacle to deploying capital in the current market
environment. However, from an analysis of our investment decisions database
we see that the economy is turning around but it’s not a robust trend yet.
4 | ARENCORES
Research
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