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Albania's real estate market is steadily expanding its contribution to
the country's GDP. Each submarket is witnessing robust growth,
with hospitality, office, and residential sectors leading the way. Retail
and industrial submarkets are experiencing growth at a more
measured pace across the country. Anticipated substantial
construction activity is expected to bring about significant changes
in the office sector in the mid-term, while the retail market is poised
for growth driven by existing investors and the introduction of new
brands.

The considerable volume of planned and under-construction stock
is projected to influence prices and vacancy rates, contingent on the
synchronization of project market entries with demand. Ensuring
timely and dependable financing is paramount for the successful
completion of these projects. In the tourism sector, local investors
predominantly seek collaboration with international hospitality
brands to leverage government incentives and facilitate financing,
as well as to transfer knowledge to local investors.

Moreover, Albania has not only emerged as a new tourist
destination but has also gained attention from foreign investors
interested in the broader region, encompassing the Balkans and the
Mediterranean.

Stela Dhami | Managing Partner | Albania & Kosovo




Market Forecast

Unprecedented high growth of tourism and hospitality market

2023 has put Albania on top of every tourism related ranking (i.e., growth of incoming tourists, number of
flights, planned new hotel projects, increase of hospitality facilities, etc.) confirming the increasing interest
that the country has seen as a newly established tourism destination. Albania has attracted key international
hospitality brands, particularly in very prime, high end and green field development location of the Albanian
Riviera. Along with small and medium sized hotels, new masterplans of large vacant seaside areas were zoned
for luxurious projects, which have generated demand for large financing and high-level partners by local
investors who dominate the land and hotel markets. Key public modern infrastructure projects (i.e. Airport
of Vlora and Llogara Tunnel) are close to completion, and accessibility to south Albania projects and sites will
be highly improved. Additionally, the Tirana hotel market has seen significant growth rates underpinned by
all year around tourism to the capital. Global brand Marriott and Spanish brand Melia have entered the
market in 2023 while other brands of Intercontinental, Hyatt, Mercure and Hilton hotel chains have signed
or are under negotiation for city hotels in Tirana. The market is increasing at an unprecedented growth rate
generating demand for large financing, a skilled labour force and sectoral know-how. These trends are
expected to continue also for 2024, especially for the projects that are in the initial phase of design or
construction.
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Upcoming high-end retail space in the city

With the entrance of new high-end projects in Tirana s central location, the upcoming retail stock will be able
to accommodate international brands demand for large size, high quality retail shops in the city center, a
persistent issue retailers have faced during the last two decades. The main shopping centers in Tirana
continue to be fully occupied with long waiting lists from local and new international retailers. Despite the
high inflation rates which negatively impacted the sales volume during H1 2023, the year closed positively
due to the increase in sales volume and prices. H&M entered the Albanian market after a well-researched
market analysis. Local demand has remained high and interest from CEE brands which are studying and
testing the Albanian retail market is growing, in the light of the increased number of tourists and the potential
of Albania becoming a major tourist destination in the Balkans. The strategies of the brands present in the
market remain the same with the potential expansion in high-end city centre locations in Tirana and new
presence in secondary cities.
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First BREEAM Excellent certification in Albania

Along with the increase of the new modern office stock, the Albanian market is experiencing a rise in demand
for green buildings certifications. During 2023 a comprehensive work and consultancy have been conducted
for one of the new high-end projects in Tirana (Park Avenue), which in the beginning of 2024 was awarded
with the first BREEAM Excellent certification. Finally, the market is going towards a more mature stage offering
flexible large size office spaces which are in accordance with international recognized class A office buildings
and standards. This is reflected also in the demand from large size companies, which are currently occupying
converted office spaces. The new wave of development is the relocation of serious local and foreign
companies to proper office buildings and spaces.
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Economic Outlook

The economic landscape of Albania in 2023 has demonstrated notable resilience and a good
performance. Despite facing obstacles like disruptions in foreign materials’ supplies, uncertainties, and
escalating financing expenses, the country has managed to maintain a positive trajectory of economic
advancement. Vital metrics such as economic activity, employment rates, and wages have consistently
expanded, coupled with a reduction in inflation, affirming the overall favorable trends in the country's
economic outlook.

Macro-economic Snapshot

For 2023, economic growth continued, but at a more moderate pace compared to the previous year.
The gross domestic product (GDP) increased by 4.8 percent in 2022, driven by a successful tourism
season. However, growth slowed down to 2.8 percent in the first quarter of 2023 due to weakened
domestic demand caused by high inflation. The first half of the year also saw a contraction in goods
exports, influenced by slow growth in Albania's main trading partners and a strong local currency.

The rise in the value of the local currency (Albanian lek) can be attributed to the record in tourist
numbers, higher remittance inflows, and increased foreign direct investment. Agriculture and industry
experienced subdued growth rates, while service sectors like real estate, construction, information, and
communications technology (ICT), and retail trade were the fastest growing.

In 2024, growth is anticipated to pick up to 3.3 percent, aligning with a predicted improvement in the
global economic outlook, bringing it closer to the economy's medium-term potential.

GDP Growth (%)
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Source: Instat, *MoF forecast
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As predicted for 2023, the inflation rate was on a downward trend. It dropped to an average of 4% from
7.4 % registered in 2022. According to the projections of the Bank of Albania, inflation is expected to
continue its decline in the upcoming quarters, reaching the target of 3% by the second half of 2024.

Inflation (%)
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Source: Instat, *BoA proj.

On employment policy, Albania is currently executing the recently adopted national employment and
skills strategy for the period 2023-2030, officially endorsed in March 2023. Employment increased by
2.7% in annual terms. This performance reflected the increase in the number of employees in the
private sector, mainly in the service and agriculture sectors. As a result, the unemployment rate fell to
10.7% against 11.1% a year ago. Unemployment for the 30-64 age group is 7.7%, or about 1.0
percentage points lower compared to a year ago, while youth unemployment (15-29 years) climbed to
22.3%, registering an annual increase of 2.1 percentage points.

In the public and private sector, the increase in salaries has continued. In annual terms, the average
wage growth rate reached 17% during the second quarter of the year, reflecting the increase in wages
in the private sector and in the public sector, more sensitive in the case of the latter. In the private
sector, wage growth has spread across all sectors, but has been more evident in the service sector.

Nonetheless, Albania is witnessing a shortage of skilled labor especially in the construction, hospitality,
and recreation sectors. Immigration and low average salary levels have impacted the labor force supply.

Additionally, 2023 has proven to be a standout year for tourism in Albania, with data from the Institute
of Statistics (INSTAT) revealing that around 10 million foreign nationals visited the country, marking a
34.6% increase compared to the previous year.
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Number of Visitors
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Albania has become a preferred tourist destination for numerous international visitors, earning acclaim
from the global media for its stunning beauty and affordable prices. Eurostat's data on overnight stays
highlights the country's impressive growth compared to other European nations. Specifically, during
the third quarter, nights spent in tourist accommodation units increased by 60.6% compared to the
corresponding period in 2022.

Even when compared to the pre-pandemic year of 2019, which saw a temporary disruption in tourism
momentum, overnight stays witnessed a substantial increase of nearly 78%. This growth surpasses the
European average, where the third quarter experienced a mere 0.7% rise in overnight stays compared
to both 2022 and 2019. Over the 10-month period, the available data indicates a remarkable 55.6%
surge in total overnight stays in accommodation facilities in Albania compared to the same period in
2022.

In total, Albania documented 5.57 million overnight stays by both local and international visitors in the
first 10 months of 2023, representing a notable increase from the 3.58 million recorded during the
same period in 2022.

Prognosis

In the upcoming year of 2024, the Albanian economy is expected to undergo a 3.3 percent expansion,
indicating a period of growth. Despite facing challenges such as foreign supply shocks and increased
uncertainty, Albania demonstrated resilience in 2023, sustaining economic growth amidst rising
financing costs. The global economic outlook is expected to improve, contributing to Albania's positive
trajectory. Economic indicators, including employment, wages, and inflation, are all moving in
favourable directions. Economic activity has continued to grow, reflecting a robust job market, while
inflation is projected to decline, aligning with the target of 3% set by the Bank of Albania by the second
half of 2024. Overall, the economic forecast for Albania suggests a stable and growing economy in the
coming year.
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Office Market

[ Key Figures, 2023 - Tirana Office Market

Total Stock 189,608 sgq.m
Vacancy 21.56%
Prime Headline Rent € 27 sq.m/month

Source: Colliers, 2024

Supply

In 2023, the office space supply in Tirana experienced substantial growth, as evidenced by a noteworthy
31% increase in the overall office stock. This surge comprised 110,901 square meters of B+ quality office
space and 60,051 square meters of A quality office space, resulting in a cumulative stock of 189,608
square meters.

The geographical distribution of office space in Tirana indicates that the majority, specifically 82%, is
concentrated in the Central Business District (CBD) and inner-city areas. The remaining 18% of office
stock is situated on the outskirts of the capital.

The vacancy rate in the Tirana office market in 2020 reached its highest peak (24.3%) in the last 10 years,
followed by a consecutive decrease during 2021 and 2022. Nevertheless, in 2023, there was a significant
increase in the vacancy rate, reaching 21.56%. This marks a notable rise of 8.06% compared to the
vacancy rate in 2022.

Several factors contributed to this upward trend in vacancy rates. One prominent factor is the entrance
of significant new office stock into the market. The introduction of a substantial amount of new office
space has created an imbalance between supply and demand, leading to increased vacancy rates. This
influx of new office stock has outpaced the demand contributing to the rise in the overall vacancy rate.

The project known as the "Revitalization of the Tirana Pyramid" is an initiative aimed at converting a
significant communist-era monument in Europe into a dynamic educational hub focused on technology
for youth. The Pyramid of Tirana is now leasing space to dynamic tenants in the fields of technology,
creative industries, and education, the facility offers a variety of options, including co-working spaces,
public spaces for hourly or daily events, and leasable office premises.

Additionally, most newly developed office stock is developed in Tirana’s CBD where asking rents from
the landlords are higher than in more secondary locations of the city.
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Tirana Office Market Vacancy Rate (%)
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Demand

An increased demand for office space in Tirana has been noticed during 2023, driven mostly by
continued expansion of foreign companies, particularly in the capital city of Albania. Additionally, an
increased interest in new class-A office spaces has been shown by international companies already
present in Albania, which have been looking forward for the office market to offer international
standard class-A office buildings which will substantially meet their standard office guidelines. One of
the key requirements of these companies is to be located in green certified (BREEAM/LEED). Currently,
the corporates™ ESG requirements are met only by two office projects in Albania. The companies seem
to be attracted to Tirana as a strategic location for their operations, likely due to factors such as
favorable business conditions, infrastructure development, and a potentially growing market.

Foreign companies entering the Tirana market contribute to an increased need for office spaces, as
they establish or expand their presence in the city. This trend could be indicative of Tirana's
attractiveness as a business hub within the region, encouraging international investment and fostering
economic growth.

In addition to the influx of foreign companies, there is a noteworthy demand from existing local
businesses in Albania. These companies are actively seeking to relocate their offices, driven by a desire
for more cost-effective rental rates and flexible lease terms. The desire for affordability and flexibility
suggests that businesses are actively seeking ways to optimize their operations and adapt to changing
circumstances, contributing to the ongoing demand for office spaces in the capital city of Albania.

Rent

Rental rates saw a notable surge, with a growth of 12.5% in 2023 compared to the preceding year. The
headline rent reached €27/sq.m/month, whereas the average rental rate in Tirana stood at
€18/sg.m/month. The Albanian office market continues to show a fast development pattern where
substantial expansion of the office stock is surprisingly associated with a price increase. This upward
trend can be attributed to a combination of factors, prominently characterized by the influence of
inflation and the devaluation of euro which is largely used in the Albanian economy and also the office
rental market.
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Tirana Office Market Average Rent (€/sq.m/month)
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Pipeline

In recent years, Tirana has emerged as the focal point for mixed-use, large-scale projects, featuring
high-quality office components or buildings. These ongoing developments, primarily located in the city
centre and the new Boulevard area, are expected to contribute with approximately 192,338 sq.m. of
new office space entering the market in the short to medium term.

The completion of certain projects currently under construction, particularly those with a substantial
office focus, is anticipated to impact the office market's stock, vacancy rates, and rental levels in 2024.
A significant development in the real estate market is the growing interest in green-certified buildings.
More than one and a half decade after Colliers started promoting the importance of green certifications
in the Albanian real estate market the demand for such certification has started to come from private
investors. These formal acknowledgments from international certification entities (USGBC, BRE etc) will
significantly improve the quality of the overall office market along with its value and demand.

Several notable projects with office components in the pipeline include Book Building, Tirana's Rock,
Tirana Boulevard, Park Avenue, Lake Park Central, Eyes of Tirana, The Cliffs Project, and Lion 2
Residence. This surge in large-scale projects signifies a dynamic phase in Tirana's real estate market,
with the potential to reshape its landscape.

Prognosis

Given the significance of the construction sector as a driving force in Albania's progress, with 18.8% of
the GDP in 2022 compared to the European Union average of 11.3%, the office market in 2024 is
expected to reflect the broader economic landscape.

The Ministry of Finance anticipates a 3.5% GDP growth in 2023, with construction contributing 0.7%
points and services contributing 2.6% points. Projections indicate a yearly construction growth of
around 2.6% and an average annual contribution of about 0.3 percentage points.

Because of the economic growth, the impact on ongoing construction projects, particularly those with
a significant office component, appears substantial. The entry of international companies into Albania
underscores increasing demand, although the risk remains moderate due to uncertainties in office
demand from both domestic and international firms when these new projects enter the market as most
development continues to be. Nevertheless, expectations persist for lower market rents and lower
yields in the medium term. The evolving dynamics of the construction sector and the growing presence
of international companies suggest a positive trajectory for the Albanian office market in 2024, but with
some moderate risks to consider.
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Retail Market

| 3 Key Figures, 2023 - Tirana Retail Market

Total Shopping Centre Stock 203,395 sq.m
Vacancy 3.36 %
Prime Headline SC Rent € 60 sg.m/month
Prime High Street Rent € 52 sg.m/month

Source: Colliers, 2024

Supply
The retail market stock in 2023 has experienced a decrease of 13% compared to the previous year,

reaching a total stock of 203,395 sg.m. Such decrease is a result of the exit of a non-operational
shopping mall from the market analysis.

Despite inflation, retail sales in Albania maintain a positive trend. Throughout the initial months of the
year, the retail trade sector encountered significant challenges. Elevated production costs led to
persistently high product prices, setting back sales, and keeping business turnover at lowered levels.
The latter half of the year marked a positive shift, witnessing the normalization of prices as production
costs, particularly for non-food products, returned to regular levels. This normalization not only
benefited consumers by lowering prices but also stimulated consumption growth, offering stability to
the retail sector amid the complexities of 2023.

The highest performing malls with ongoing retail activity are fully occupied and have waiting lists for
new tenants interested in entering the Albanian market or expanding their operations in prime and
most successful shopping malls. Few key brands entering the market during 2023 are H&M and
GoodFellas American Pizzeria (at TEG Shopping Center) and MD, an Italian food and beverage retailer.
Retail groups from the region are considering expansion into Albania, highlighting the growing
purchasing power of Albanians and the appeal of the local retail market.

In 2023, the yearly vacancy rate slightly decreased to 3.36%, down by 0.7% from 2022. This is a constant
indicator that shows the recovery and stability of the retail market and the new demand from large
retailers.

A retail stock increase of commercial spaces in Tirana central locations is expected in 2024, which has
already attracted international brands already present in the market, as well as new international
brands planning to enter the market in 2024. These brands consisting mostly of fashion ones have been
continuously conducted extensive research for the Albanian market in the recent years, searching for
proper retail spaces meeting their standards and requirements.
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Demand

The development of the retail market is followed by an increased demand for quality large retail spaces.
The entrance of international retail brands has shifted the higher consumer demand from small stores
to large size spaces in the shopping centres that offer a full and quality range of services to domestic
and international tenants, as well as a more interactive and attractive environment.

The growth of online sales in comparison to in-store purchases has been relatively stagnant, with the
exception of the clothing sector, which has witnessed an increase in online sales. This surge can be
attributed to the presence of international brands, contributing their technical expertise in establishing
effective online platforms. While online sales in Albania and other Western Balkan countries are
currently expanding at a gradual pace, there is a consensus that they are poised to capture a substantial
portion of overall sales in the near future, however to date nothing can replace the value of brick-and-
mortar physical stores.

Rents

Tirana's average shopping centre rents can reach up to around €30/sg.m/month, while prime headline
rents for small size shops in these centres have reached €60/sq.m/month. High street rents have
achieved an increase of 10%, reaching a prime headline rent of €52/sq.m/month.

The stability of rental prices in shopping centers has spurred an increase in new project developments
in central Tirana. However, unlike shopping centers, these mixed-use projects stand out by offering
their retail units for sale rather than for lease. This approach diverges from the typical shopping center
model, as these projects prioritize sales over rentals, diminishing the potential for treating the units
collectively as smaller shopping centers. Consequently, customers in these projects are not approached
in the same way as in shopping centers and are not presented with a diverse range of retail offerings.
The difficulty lies in establishing a cohesive leasing strategy among diverse buyers, hindering the ability
of these projects to secure long-term leasing contracts. Emphasizing the leasing of commercial units
becomes imperative in this context. This approach not only guarantees an enticing mix for potential
buyers but also aligns with the allure of these projects, given their central locations.
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Pipeline

Anticipated contributions from the construction sector's growth and ongoing projects in the pipeline
are estimated to add approximately 15,898 sq.m of retail space. These developments will encompass
limited yet sought-after prime retail spaces, particularly favoured by international retailers. Noteworthy
projects set to join high streets or city centers in the short to medium term include Eyes of Tirana,
Garden Building, Tirana's Rock, and Tirana Boulevard. Furthermore, smaller-scale projects in the
pipeline, featuring compact yet prime retail spaces in central locations, will also contribute to the overall
retail stock.

Prognosis

The outlook for retail spaces in Albania in 2024 looks promising, propelled by the incorporation of
upscale areas in upcoming mixed-use buildings and sustained interest from international brands. The
observed trend indicates a continued positive momentum, with the expansion of new projects and the
anticipated entry of noteworthy international brands set to contribute to the sector's growth.

Predictions for retail sales in 2024 are optimistic, fostering growth in the retail trade across the Western
Balkans region. This positivity is attributed not only to the diminishing negative impacts of the
pandemic-induced crisis but also to businesses having gained valuable experience and implemented
mechanisms for more agile responses to changes.

Despite lingering uncertainties stemming from recent economic challenges, making precise predictions
remains a formidable task. Nevertheless, the current prevailing optimism and the steadfast dedication
to new developments suggest a positive trajectory for the retail sector in 2024. Albania, in this context,
is positioning itself as an appealing market for both domestic and international retail investments.
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At Colliers,
we are
enterprising.

We maximize the potential of property to
accelerate the success of our clients and
our people.

For more information, please contact:

Stela Dhami
Managing Partner | Albania
Stela.Dhami@colliers.com

Migena Zace
Head| Valuation & Advisory Services
Migena.Zace@colliers.com

Manjola Condi
Manager | Brokerage | Valuation & Advisory Services
Manjola.Condi@colliers.om

llda Methasani
Research and Marketing Associate | Valuation & Advisory Services
llda.Methasanii@colliers.om
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This document has been prepared by Colliers for advertising and general information only. Colliers
makes no guarantees, representations or warranties of any kind, expressed or implied, regarding the
information including, but not limited to, warranties of content, accuracy and reliability. Any interested
party should undertake their own inquiries as to the accuracy of the information. Colliers excludes
unequivocally all inferred or implied terms, conditions and warranties arising out of this document and
excludes all liability for loss and damages arising there from. This publication is the copyrighted property
of Colliers and/or its licensor(s). ©2024. All rights reserved. Colliers Albania Shpk
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