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Italy's Luxury Real Estate Market
in Q1 2025: A Resilient and
Diversifying Investment Market

In Q1 2025, Italy's luxury residential real estate market remained resilient, supported by both
domestic strength and enduring international appeal. Despite ongoing global economic
rebalancing and geopolitical instability, Italy has once again established itself as a leading
destination for high-net-worth individuals (HNWIs) seeking cultural wealth, asset
diversification, and lifestyle-driven investments.

Market Performance and Price Dynamics

Italy's premium residential market saw sustained demand stability in its main areas,
underpinned by low interest rates and selective tax rebates for non-resident and heritage
property purchases. Though Q1 2025 nationwide revenue data has not been fully divulged,
Engel & Volkers attests to a "strong and dynamic" beginning to the year in its principal metro
markets, which include Rome and Milan. Savills' World Cities Prime Residential Index Q1
2025 documents a modest but positive price appreciation in Rome, where prime residential
prices rose between 2% and 3.9% year-on-year in the corresponding quarter of 2024. Milan's
prime market remained flat, with prime neighborhoods such as Brera and Porta Nuova still
experiencing high demand and low stock levels. Prime properties continued to reach prices in
excess of €15,000 per square meter for locations in the center, with luxury penthouses reaching
in excess of €20,000/m? from time to time.

Regional Highlights and Key Transactions

In the northern market, Milan solidified its position not only in the residential market but also
in luxury retail. Via Monte Napoleone, which has just been ranked the world's most expensive
shopping street by Cushman & Wakefield, saw prime commercial rents of €20,000 per square
meter per annum—a 11% rise from 2024. This ultra-prime commercial activity is highly linked
with high residential demand in the nearby districts, driving value throughout Milan's historic
center.

Rome's Centro Storico area and the Aventino-Parioli axis witnessed increasing interest from
Middle Eastern and European buyers, fueled by improved transportation connections and a
favorable administrative climate. Engel & Volkers intermediated luxury sales of diplomatic
residences and meticulously restored Renaissance apartments, while precise sales data are not
publicly disclosed for these transactions, due to confidentiality agreements.
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Aside from city centers, Tuscany remains a top target for heritage investments. Engel &
Volkers says there is strong demand for country properties in Chianti and Val d'Orcia, with a
trend ever more towards eco-sustainable vineyards and "turnkey" farmhouses with green
technologies. Foreign purchasers—particularly from Germany, the US, and the UAE—
continue to dominate this market, with an emphasis on seclusion, panoramic views, and energy
efficiency.

Buyer Profiles and Emerging Trends

Luxury buyer demographics are shifting. The Brief (March 2025) documents that international
buyers account for over 35% of all high-end property sales in Italy's central and southern
regions. The report notes shifting interest to more off-the-beaten-path locations such as Puglia,
Basilicata, and parts of Sicily, where prices are lower but rising quickly due to improved
infrastructure and digital connectivity.

One of the most notable trends has been the rise of hybrid-use estates—estates that combine
private home with commercial uses such as art galleries, boutique accommodation, or culinary
ventures. This "experiential investment” trend forms part of broader post-pandemic desires for
flexibility and multi-functionality in residential living. Milan and Lake Garda registered several
high-value transactions in this sector in Q1 2025, although full transaction details are
confidential.

Furthermore, sustainability continues to increase in significance. Engel & Volkers estimates
that over 40% of luxury listings in Q1 touted eco-certifications or green architectural elements,
a 15% increase from the same quarter in 2024.

Outlook for 2025

Though challenges persist, particularly in the form of limited supply in inner city centers and
construction cost inflation (up 8% YoY), commentators predict stable to modest growth
throughout 2025. The resilience of the luxury market, supported by lifestyle migration, tax
breaks, and consistent foreign demand, positions Italy for continued outperformance of the
European high-end real estate sector.

With strategic city rejuvenation projects such as the redevelopment of Naples' waterfront
underway, and increasing demand for properties with cultural or historical value, the market
will continue to diversify and expand into new territorial markets.
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