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In the current market situation, the 
drivers of real estate investments 
have grown stronger; the interest 
rates remain low and the volatility of 
stock markets has remained high. The 
impacts from the tenants’ perspective 
differ between tenants and it is still dif-
ficult to assess their magnitude. 

In commercial premises, the impacts of 
the coronavirus can be seen, for exam-
ple, in the rapidly increased remote 
working, quieting down of the retail 
premises and growth of e-commerce, 

which has strongly increased the 
demand for logistics premises. 

As the initial shock evens out and the 
situational picture sharpens, it has 
become very clear that the interest of 
domestic and international investors in 
the Finnish property market still contin-
ues. Capital must still be invested. How-
ever, the mood in the investment market 
remains rather cautious and it is natural 
that commercial property investments 
are subject to uncertainties in cash 
flows, at least in the short term. 

In the current market situation, signif-
icant impacts on the property yields 
have not been witnessed, since only 
a couple of real estate transactions 
have been made and concluded dur-
ing the COVID-19 pandemic. The views 
of the buyers and sellers concerning 
the valuation of properties differ and 
vary according to the risk profiles of 
the properties. Differences in the valu-
ation views usually increase due to cri-
ses, especially for opportunistic proper-
ties, which are more risky, for example, 
in terms of high vacancy rates. Prime 
real estate investment properties, which 
have solid tenant, low vacancy, long 
leases, excellent location and good con-
dition are easier to put a price on. The 
demand for these properties is likely to 
further strengthen in this unstable mar-
ket situation, which may result in higher 
prices. However, the demand is just one 
side of the coin; real economic variables, 
such as unemployment rates and GDP 
growth indirectly reflects to the revenue 
generated from properties, are on the 
other side.

It is naturally more demanding to price 
properties with higher risk, where 
returns are based on leasing vacant 
premises and on developing the prop-
erty. For financing, the safety of the 
investment is emphasized. The demand 
for property-specific analyses in the 
current market situation is higher than 
ever and financing is considered care-
fully and selectively; mostly for rela-
tively defensive investments. Further-
more, financers appreciate investors 
who have a strong history of making 
successful investments in Finland.

Investors consider residential property 
investments defensive and the markets 
have continued to be active. In the cur-
rent market situation, residential land 
plots form also interesting real estate 
investment category. Furthermore, 
public properties, including for exam-

After the summer, it can be concluded that the coronavirus slowed down the markets but did not bring them to a stand-
still. Preceded by a historically active first quarter, the number of real estate investments during the second quarter 
of 2020 was the lowest in years. The residential, logistics, grocery retail and public properties have been least affected 
by the crisis and have even received further boost from the strong change in consumer behaviour. Furthermore, those 
property sectors are still supported by two megatrends — urbanisation and digitalisation — which are holding up in the 
big picture. 

The coronavirus will leave a permanent imprint  
on the property sector. Some of the impacts  
are temporary, but the coronavirus has also 
functioned as a catalyst accelerating and 
strengthening the pre-pandemic trends enabled  
by digitalisation, such as the multi-locality of  
work and online purchasing.  
— Mikko Tenhola
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ple education and health care proper-
ties, have increased their market share 
in the transactions market. Their steady 
net cash flow from public sector tenants 
helps to overcome the crises safely.

NEW NORMAL IN 
RETAIL PROPERTIES
The strongest focus concerning the 
effects of the coronavirus has been 
on the service sector. In the coronavi-
rus situation, the retail and hotel mar-
kets are suffering the most, and within 
these industries small and medium-
sized enterprises especially. Some oper-
ators will not endure this situation and 
bankruptcies are and will be visible in 
the markets. Retail chains cut down the 
number of store locations or may even 
fully withdraw from certain submarkets. 

Simultaneously, property owners want 
to hold on to prime tenants in their 
retail premises. It is worth granting 

short-term reductions to strong tenants, 
since they will create cash flow and 
attract visitors in the long term. Lease 
agreements and practices will be scru-
tinized in the future. Tenants will intro-
duce clauses that will help secure their 
businesses against pandemics and other 
exceptional phenomena in their lease 
agreements. Actual turnover based 
leases might no longer be equally inter-
esting to owners if the premises are 
turned into showrooms serving e-com-
merce.

In the investment market, shopping cen-
tres were considered to be challenging 
already before the crisis, and the impact 
of the restrictive measures on trade is 
not making the situation easier. Sales in 
industries related to daily needs, such 
as grocery stores and pharmacies, have 
increased temporarily and the ten-
ants are performing well in these busi-
nesses. The crisis affected strongly in 

the sales of durable goods, for example, 
in the new car sales, which was severely 
affected by the coronavirus crisis.

The hotel sector was extremely active 
before the crisis peaked, but the hotel 
industry suffered, and will suffer, due to 
the restrictions. At the moment, approx. 
30 new hotels are planned or under con-
struction in Helsinki Metropolitan Area. 
If an existing hotel has a turnover-based 
lease agreement, the decrease in the 
rent cash flow will usually not be visible 
until the following year while the rent is 
defined on the basis of the last year’s 
turnover.

The reopening of restaurants naturally 
improved the sector’s ability to pay 
rent, although the restaurants were 
not able to operate at their full capac-
ity. In recent years, retail property own-
ers have filled the void left by fashion 
retailers with restaurant operations, 
entertainment and services in terms 
of both area as well as rental income. 
Fashion and clothing retail is increas-
ingly moving online, but need for ser-
vices will continue to exist and demand 
will recover gradually when people have 
courage to start using services again. 

The question is, then, how quickly the 
consumers and service providers will 
have courage to adapt to a new normal 
and how the consumer behaviour will 
change after the crisis. Property owners 
and tenants should learn the lesson and 
be prepared for new restrictions. Now, it 
is time to renew and be innovative. 

LARGER LEASING 
PROJECTS CONTINUE
The virus will leave such a dent on 
employment that it will take some time 
for it to return to the normal level. The 
biggest unemployment peak is certain 
to be in the labour-intensive service sec-
tors, but there will be increase in unem-
ployment in other sectors as well. The 
positive is that in leasing operations the 
largest projects have continued to move 
forward as normal, while some of the 
small projects are on hold. 

The space requirement of office users 
depends largely on the industry and 
the structure of turnover. If the uncer-

A shopping centre is always an overall concept, 
which means that good tenants are worth keeping. 
Active approach and adaptability are now 
expected from retail property owners. 
– Miro Karttunen

Miro Karttunen
Head of Property Asset Management, 

Newsec in Finland
040 193 1042 

miro.karttunen@newsec.fi

Mikko Tenhola
Head of Newsec Advisory 

in Finland, 
040 500 1310 

mikko.tenhola@newsec.fi

tain market situation is protracted, the 
demand for office premises might start 
to focus on more affordable spaces. In 
the long term, the migration between 
different office submarkets can increase, 
even though currently office demand 
focus on same areas where existing 
office is located. 

The current situation caused by the cor-
onavirus is changing the working culture 
of many companies. We are currently in 
the middle of the world’s largest ever 
remote working trial, which will have 
long term effect on the future. The tech-
nical capabilities to work remotely have 
increased under these compelling cir-
cumstances and the traditional demand 
for office space will inevitably change. 
The competition between offices and 
home offices will increase more in the 
future and companies will strive to 
make the coexistence of remote work 
and office work as smooth as possible. 
These changes will have an impact on 
office space demand in the near future. 

Excessive space efficiency might no 
longer be the target in workspace due 
to the social distancing. However, mod-
ern multi-purpose facilities will remain 
functional even in this situation as the 
spaces of the facilities can be better 
adapted according to the space require-
ment and increased remote working. 
The tenants may also demand smaller 
satellite offices which will together with 
headquarter location form the compa-
ny’s office network in the future. 

E-COMMERCE 
COMPETES WITH SPEED 
Boomed e-commerce has increased the 
logistics companies’ need for premises. 
Logistics is a highly competitive sector, 
which means that if storages start to fill 
up but goods do not need to be moved 
elsewhere, operators’ economic buff-
ers will be quickly depleted. The growth 
of online sales might not necessarily 
compensate for the stagnation of other 
logistics, especially if Finnish exports 
drop. 

The most significant change in the Nor-
dic markets must be the launch of the 
Amazon online store in Sweden and 
most likely in other Nordic countries as 

well in the future. On one hand, Ama-
zon’s platform provides opportunities 
for retailers, but on the other hand, the 
launch intensifies competition in the 
entire retail sector and between e-com-
merce operators. It is likely that Ama-
zon will push all e-commerce opera-
tors, especially in terms of the speed of 
deliveries. This e-commerce giant will 
certainly aim for the Nordic markets, 
which means that the demand for so-
called last-mile logistics properties will 
grow also in Finland in the near future.

However, most Finnish logistics proper-
ties do not serve e-commerce. Finnish 
export and import statistics give an indi-
cation of the status of Finnish logistics 
properties in the big picture, since these 
properties lean, after all, largely on the 
export and import of investment goods. 
Logistics properties play a significant 
role if containers and platforms move 
efficiently. Therefore, a drop in exports 
has also its impacts on the logistics 
property markets. 

EXECUTIVE SUMMARY
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the economy with strong stimulus meas-
ures; for example, public investments in 
5G networks have been massive. 

The European and US economies have 
also begun to recover after the sudden 
halt of the economy, supported by sig-
nificant stimulus measures. The recov-
ery is, however, estimated to be consid-
erably slower than in China. The trade 
war between the US and China, Brexit 
and the virus beginning to spread again 

impair the growth outlook for Western 
countries. Of the large European coun-
tries, those that have suffered the most 
are Spain and Italy, where the disease 
spread widely and the cancellation of 
tourism resulted in a large gap in pro-
duction.  

Central banks purchasing state bonds 
and increasing the liquidity of the finan-
cial system have kept the interest rates 
on state bonds low and increased the 

UNEQUAL RECOVERY OF 
THE GLOBAL ECONOMY
The coronavirus pandemic defined the 
direction of the economy this year. The 
pandemic originated in China, where the 
drop in the economy was seen already 
early in the year. However, China 
brought the pandemic quickly under 
control, and economic activity returned 
to the pre-pandemic level already dur-
ing the second quarter of this year. 
China has accelerated the recovery of 

amount of money in the economy. Infla-
tion is, however, very low, so the recov-
ery efforts of central banks will continue 
for a long time. 

DOMESTIC CONSUMPTION 
HAS RECOVERED FASTER THAN 
EXPECTED
The Finnish economy survived the coro-
navirus crisis better than expected dur-
ing the first half of the year. The statis-
tics for the second quarter indicate that 
Finland’s GDP decreased by 6.4 percent 

year-on-year. The drop was more mod-
erate than expected and lower than in 
any other European country. The other 
Nordic economies have also coped with 
the crisis with relatively low economic 
damage. 

Getting the epidemic quickly under con-
trol has been a key factor from the point 
of view of the recovery of the Finnish 
economy. Card payment data published 
by Nordea indicates that domestic con-
sumption recovered even faster than we 
expected from the hard braking of the 
spring. Domestic card purchases rose 

above the level of the previous year 
already in early June. Sales of goods in 
particular were good throughout the cri-
sis, but the purchases of services on the 
whole also reached the level of the pre-
vious year in July. Nevertheless, there 
are still major sector-specific differ-
ences. Culture, leisure and public trans-
port are still suffering significantly. 

Tourism revenues being directed at 
domestic tourism and other consump-
tion has supported the recovery of the 

home market sector. The lack of foreign 
tourists and business travel remaining 
at a low level will, however, keep the 
tourism industry under strain outside 
the domestic holiday season. 

WEAK OUTLOOK FOR THE 
EXPORT SECTOR
The strong order book of the manufac-
turing industry before the coronavi-
rus crisis made it possible to maintain 
production when international demand 
waned during the spring. The number 
of new orders has begun to decrease 
at a strong rate, which will cause chal-

lenges to the export industry. Finland is 
a post-cyclic economy due to its invest-
ment commodities-driven exports. Com-
panies’ willingness to invest around the 
world is at threat of remaining moder-
ate due to weakened demand, which 
will also have a negative impact on the 
development of Finland’s industrial pro-
duction and exports. The strengthening 
of the euro causes additional challenges 
to exports. 

LOW INTEREST RATES AND 
INSTALMENT-FREE PERIOD-
SHAVE SUPPORTED 
THE HOUSING MARKET
The number of temporarily laid-off 
employees increased temporarily to 
170,000 in the spring, but it decreased 
to 62,200 by the end of August. How-
ever, employment has clearly begun to 
decrease, and the disposable incomes of 
households will decrease this year.

Nevertheless, the decrease in income 
has not yet been seen in housing prices, 
which have continued to rise. The instal-
ment-free periodsgranted by banks have 
provided flexibility, and low interest 
rates make servicing loans easier. The 
long-standing increasing differentiation 
of housing prices between attractive 
urban areas and the rest of the country 
seems to be continuing. 

The number of new building permits 
decreased during the spring, but pro-
duction has continued to run well for 
the time being. Uncertainty will, how-
ever, limit the construction of commer-
cial properties in particular. 

Juho Kostiainen
Senior Analyst

Nordea | Research & Risk Solutions FI
juho.kostiainen@nordea.com

Finland’s GDP decreased during second quarter by 
6.4% year-on-year, which is less than in any other 
European country.

Confidential
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INVESTMENT CONDITIONS: 
FROM HOT TO COLD
The global economy has moved from 
worrying about systemic risk emanating 
from trade protectionism to one under-
pinned by a health crisis, and resulted in 
profound disruption. We are now in a self-
imposed global recession as governments 
struggle to contain the pandemic. In our 
base case scenario we project the global 
economy to see a significant contraction 
in 2020 (3.7%). Similar proportion of 
contraction are also expected in the Euro-
zone (–9.0%), skewed towards Southern 
Europe (–12.5%), and the UK (–9.1%).

While most economists expect the 
recession to abate by the end of 2020, 
the path and speed of recovery remains 
unclear. The principal problem is a sharp, 
and potentially destabilising, expansion 
in unemployment. European govern-
ments, aware of this risk, have moved 
swiftly to create buffers, with unprece-
dented financial support for individuals 
and businesses, funded by the issuance 
of debt. This will ordinarily result in an 
increase in yields. Yet it coincides with 
a period of exceptional demand for safe 
assets, a situation magnified by COVID-
19, which has resulted in a renewed 
squeeze on sovereign bond yields. 

The read across to real estate is a mixed 
of positive and negative implications. 
From the capital market perspective 
the macroeconomic situation remains 
favourable for real estate relative to 
other asset classes such as equities 
(volatile) and bonds (low or negative 
yielding). However, the performance of 
real estate investment is underpinned 
by the income that investors are able 
to generate from the asset, which in 
turn, depends on the health of corpo-
rate occupiers. This is where the great-

est negative impact of the pandemic on 
real estate is apparent. With so many 
corporate occupiers challenged finan-
cially, investors will increasingly have to 
focus on covenant strength and income 
security in their investment decisions. 

Real Estate investment volume in 
Europe reached €102.1 billion in H1 2020, 

-6 percent smaller than H1 2019. Most 
markets witnessed solid investment 
activity in Q1 2020 (€69bn). The sec-
ond quarter went in the opposite direc-
tion with significant falls across Europe. 
Lockdown with the restrictions on 
movement remain a large factor behind 
the slower activity. Many transactions, 
particularly low-scale deals, that do 
not involve lengthy negotiation peri-
ods, were simply suspended. The large 
deals that went through in Q2 were ones 
already practically completed, with sign-
ing a formality.

It is probable that some of the deals 
paused will roll into Q3 before the mar-
ket picks up again in Q4. Neverthe-
less, barring a surge in demand, 2020 
(–34%) will likely see sharply reduced 
transaction volumes in Europe with true 
recovery potentially emerging in 2021 
(+16%). Particularly hit here are cross-
border transactions, with investors 
inhibited by travel restrictions. Coun-
tries such as Czech Republic (–61.0%), 
Ireland (–62.0%) and U.K. (–33.0%), 
with significant cross-border investors 
will be the hardest hit.

PRIME YIELDS LIKELY TO STAY 
AT HEALTHY LOWS
Ordinarily these significant falls in 
investment activities would exert 
demand pressure on pricing. However 
these are not ordinary times, and the 
weight of money targeting real estate 

We are now anticipating a slight 
decompression of prime office yields 
across the European markets in 2020, but 
we can expect some yields compression again 
in 2021 for almost all markets.
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and the lack of pressure on owners to 
sell has limited any softening in yield, 
particularly in core assets and loca-
tions. And while we think prime office 
yields will remain broadly flat in 2020, 
we see yields for secondary locations 
and assets rising meaningfully, driven 
by flight-to-quality. We are now antici-
pating a slight decompression of prime 
office yields across the European mar-
kets (+9bps) in 2020, but we can 
expect some yields compression again 
in 2021 for almost all markets. On the 
other hand, pricing might be more 
affected for secondary locations, or 
non-core assets. As a result, the spread 
between prime and average office 
yields should increase from 110 bps to 
130 bps on average in Europe. In terms 
of location, German markets are likely 
to see a stabilisation of their yields in 
2020, while more affected or second-
ary markets such as the CEE or South-
ern Europe should see their yields mov-
ing out (respectively at +65 bps and 
+30 bps until 2021).

We anticipate that logistics prime yields 
will cease compressing because of the 
recession and remain stable. Although 
forecast does not look at yields on 
secondary assets, it is probable given 
the current risk aversion that this will 
increase strongly in most markets. At 
European level, we expect prime logis-
tics yields to stabilise at 4.88 percent 
in 2020. However, all regions except 
for the UK, may experience further 
compression post 2021 reflecting post-
COVID investor demand. France and 
the Nordics are likely to see the largest 
compression, as e-commerce makes fur-
ther inroads into consumer behaviour in 
the years ahead. UK logistics yields will 
remain flat across most of the period.

HOWEVER, THE GREATEST 
UPHEAVAL IS OCCURRING 
IN THE RETAIL SECTOR.
Our forecast for retail focused on prime 
high street, which is somewhat insu-
lated so we are anticipating low upward 
shift; greater disparity may occur in 
the other retail segments, particularly 
shopping centres. We anticipate at the 
European level, prime high street retail 
yields to post 3.69 percent in 2020; 
some 30bps increase from 2019 level. 

Moreover Europe’s gateway cities may 
see yields increase by only 10bps to 
3.42 percent in 2020, a relative stabil-
ity driven by their higher proportion of 

luxury retailers, a sector with few of the 
structural issues afflicting other ele-
ments of retail. 

OCCUPIERS WILL RETURN TO 
WORKPLACES WITH A DIFFERENT 
PERSPECTIVE 
Twelve years on from the last major 
recession, the office sector has under-
gone vast structural changes. Occupier 
demand has diversified significantly in 
most European markets; major corpo-

rates have sought to consolidate their 
office footprints and average lease 
lengths are now shorter. For a sector 
that is continuing to undergo struc-
tural transformation, COVID-19 will only 
accelerate the pace of this change. With 
the lockdown resulting in many peo-
ple successfully working from home, 
some has questioned what purpose the 
office now serves. We do not envisage 
the ‘end of the office’, however we do 
acknowledge more businesses, going 

forward, are likely to offer a blend of 
office and home working. The extent 
and length of the pandemic will deter-
mine the size of this shift in occupier 
behaviour. 

In the near term this has resulted in 
significant falls in demand for office 
space. Take-up in Europe for the first 
half of 2020 totalled 6.7 million sqm, 
43 percent less than the same period 
last year. For the year as a whole we 

anticipate 42 percent fall in take-up to 
reaching 8.8million sqm. Most of these 
will be driven by relocation, resulting in 
an even bigger fall in net absorption in 
2020 (–70%). Together with increased 
delivery in 2020 and 2021, the vacancy 
rate in Europe will rise meaningfully by 
180bps to reach 8.4 percent by 2021. 
The region with the lowest vacancy, Ger-
many, is likely to see vacancy increase 
by 90bps to 4.8 percent. We continue 
to hold the view that for most European 

Retailers need 
a multi-channel 
strategy. 

REAL ESTATE MARKET IN EUROPE
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regions low vacancy will remain the pre-
vailing condition over the medium term. 

We expect European prime office rental 
growth in 2020 to range between –13.0 
percent in La Defense and +4.2 percent 
in the Germany city of Stuttgart. At the 
regional level, France will see sharpest 
fall back in 2020 at –5.5 percent, due to 
the oversupplied market of La Defense, 
and Germany the strongest +1.0 percent. 
Most markets will see rental falls in 
2020, with 2022 be the year of recovery. 

STOCKING UP
The current pandemic presents major 

challenges for all sectors, and the indus-
trial and logistics market is by no means 
immune to this. However the sector has 
shown resilience, playing a crucial role 
during the crises in meeting the needs 
of consumers. As the pandemic has tur-
bocharged trends such as e-commerce, 
automation and supply chain diversifica-
tion, we see opportunities for the sec-
tor to evolve and be better positioned 
for the future.   

However in the short term, the view that 
the sector is a clear beneficiary from 
the European-wide lockdown depends 
greatly on where one look. The con-

sumer led segment is witnessing a spike 
in occupational demand thanks to on-
line shopping. But the area of the sec-
tor that relies on supply chain suffered 
major disruptions. Often suppliers carry 
inventories to cover sudden increase in 
demand. To mitigate future disruptions 
business are likely to explore options 
to diversify their sourcing strategies, 
reducing reliance on single country or 
manufacturer. 

This will include reshoring operations 
and creating regionalised networks to 
shorten lead times and bring invento-
ries closer to home. While this trend was 

already in train, in response to Brexit 
and the global trade tensions, the pan-
demic has expedited this. Take-up of 
domestic manufacturing facilities in 
Europe and by that industrial premises 
will only increase on the back of this. 

Supply is very responsive to demand 
in most European markets, as such we 
think an increase in construction will 
reduce the thrust on the evolution of 
logistics prime rents. Although, we see 
a marginal fall in prime rental values 
across Europe in 2020 (–0.5%), this 
will be concentrated in the Benelux and 
Southern European regions. Rents will 

recover beginning in 2021 (+1.8%). In 
Germany (+1.5%, p.a.), UK (+2.1%, p.a.) 
and France (+1.8%, p.a.) average rental 
growths over the next two years are 
above that expected in Europe (+0.4%, 
p.a.) as a whole, making them the most 
stable regions in terms of prime rents.

SURVIVAL OF THE MOST AGILE
Retail has been hit harder than most 
sectors during these extraordinary 
times, but as non-essential retail re-
opens and the sector begins its recov-
ery, there are reasons for optimism in 
the long term. While the short term 
challenges are far from over, COVID-19 
has highlighted the structural changes 
needed for retail to have a sustaina-
ble future. All actors in the sector now 
understand the need for change and 
this will accelerate a number of under-
lying trends that were already emerging 
in the sector. 

One of these trends was the under-
standing that retail was oversupply in 
most European markets. What the pan-
demic will do is widen the gap between 
the leaders and laggards in retailing, 
spelling the end for many retailers that 
were already struggling prior to the cri-
sis. We are already seeing this in coun-
tries such as the UK. Moreover those 
retailers operating in the saturated mid-
market, particularly exposed to fash-
ion sector are most vulnerable. Con-
versely, value retailers will perform well 
as recession looms and premium brands 
with exclusive or unique propositions 
will bounce back quickly. 

More broadly, retailers with seamless 
multi-channel strategy are well posi-
tioned to come through the crisis. And 
those operating only in the bricks and 
mortar space will need support and col-
laboration from landlords. We see areas 
of their relationship, such as the way in 
which rents are collected and calculated 
transformed how, particularly turn-over 
base leases may well become the new 
norm when it comes to how rents are 
calculated over the long term. However 
we think the debate on the scale of on-
line shopping replacing bricks and mor-
tar are overplayed and the two will co-
exist in the longer term. 

Having said these the near term outlook 
for the sector remains severely chal-
lenged and we anticipate significant fall 
in values over the next two years. Our 
forecasts look at prime high street retail 
in core cities. This segment derives con-
siderable part of their revenue from 
touristic spending, which is hard to be 
replace by on line shopping. As travel 
restrictions begins to be relaxed touris-
tic spending may rise again, cushioning 
the anticipated fall in domestic spend-
ing. Despite this, at the European level 
we see a cumulative fall in rental values 
(–8.0%) and capital values (–16.0%) 
over the next two years. The three 
regions under severe pressure in 2020 
are CEE (–30%), France (–23%) and 
Southern Europe (–16%). 

Samuel Duah, PhD
Director, Head of Real Estate Economics

International Research
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Things move quickly in our increas-
ingly global world. Video killed the 
radio star, and smartphones eclipsed 
analogue phones. Ridesharing is 
changing transport while Venmo 
and their local equivalents (Siirto, 
Swish, Vipps, MobilePay etc) mean 
that physical cash is no longer king. 
The property industry, too, has seen 
numerous trends in terms of digi-

talization and otherwise, many of 
which have been discussed in previ-
ous editions of the Nordic and Finn-
ish Property Outlooks. The spread of 
the covid-19 virus has in many ways 
acted as an accelerator for the prop-
erty market — putting the pedal to the 
metal and speeding up many trends 
as a result.

NEW TRENDS TAKE FORM
A number of trends that were begin-
ning to take shape, and naturally would 
have emerged onto the market in the 
coming years, have now swept onto the 
market at a significantly faster rate. A 
prime example is the strong growth of 
public properties as a segment, which 
has quickly become an investor favour-
ite in Finland, Sweden and Norway, and 

is even beginning to gain ground in the 
previously impenetrable Danish market. 
Over the past decade, the segment has 
grown substantially, and in 2019, pub-
lic properties accounted for 14 percent 
of transaction volume in the region. In 
2020, the share taken is expected to be 
close to 20 percent. The safe cash flows 
provided by public properties, with fall-
ing yields despite covid-19, means the 

segment will continue to attract inves-
tors and establish itself as a mainstay 
on the commercial investment market.

Much like public properties, the office 
segment is also seeing growth and 
change. Across the Nordics, we have 
seen examples of major actors reduc-
ing the size of their workspaces, with 
many now expecting a continued move 

towards more digital and home-office 
work in the future. The workplace is 
instead increasingly beginning to be 
seen as more of a meeting place, where 
new ideas take shape — while less criti-
cal details can be ironed out at home. 
This could have clear impacts on the 
office stock in our cities — with a survey 
conducted by Newsec in the Nordics & 
Baltics showing that 44 percent of ten-

FREDRIKSTAD

NORDIC REAL ESTATE MARKETS
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ants expect fewer square meters per 
employee to be required in future. While 
employees may wish to have more office 
space per worker at the office, more 
employees will also be working from 
home. This is likely to mean that some 
portion of the current office stock will 
become obsolete in future. 

Connected to the trend of some office 
space becoming less necessary, and 
working from home becoming normal-

ized, is the resurgence of regional cities 
and the countryside. With an increased 
prominence and propensity for work-
ers to work from home post-covid-19, 
regional cities are likely to benefit from 
further localized, sustainable growth 
streams. Indeed, smaller cities near 
larger cities, enabling workers to com-
mute to work a few days a week if nec-
essary, with good access to services and 
nature, are likely to prosper. Cities in 
the Swedish Mälardalen region, as well 

as cities such as Hämeenlinna, Lahti, 
Fredrikstad, Drammen, Roskilde and 
cities in Jutland are examples of cities 
likely to benefit further from this trend. 
We have seen a fairly constant share of 
transaction volume taken by second-
ary & major cities since 2015, hovering 
at above the 30 percent mark. A shift 
towards more regional lifestyles will 
raise attractiveness of property in these 
regions, as people with more wealth 
increasingly locate in these areas. As 

these areas begin to be viewed as core 
by investors, who will also be attracted 
by higher yields in these areas in their 
continued hunt for returns, this is likely 
to increase transaction volumes in 
these regions — possibly at the expense 
of capital cities.

Similarly to regional cities, logistics, too, 
is set to perform well during and post-
covid-19. Indeed, both during and before 
covid-19, retail as a whole has faced dif-
ficulties, while retail parks and logis-
tics have, for the most part, been thriv-
ing. With the continued prominence of 
e-commerce, increased emphasis on 

sustainability and environmental friend-
liness, and rising transaction volumes, it 
seems clear that the first step to inte-
gration between retail and logistics is 
for retail parks and logistics to meld 
together into one segment. To ensure 
they remain appealing, larger retail 
park areas could begin to incorporate 
last mile logistics, improving offerings 
in store, reducing delivery times and 
increasing efficiency for customers. In 
time, this trend could spread to shop-
ping centres and high-street retail, with 
physical stores increasingly offering 
immediate home delivery of items, as 
consumption patterns continue to shift 
with convenience for customers becom-
ing increasingly prioritized. 

THERE IS NO ALTERNATIVE TO 
PROPERTY
For some time now, it has been clear 
that property is the safe, long-term 
investment of choice for investors. In 
many ways, the covid-19 crisis has 
underlined this further. While the stock 
market has fluctuated unpredicta-
bly, investments into real estate have 
remained stable. The transaction vol-
ume in the first six months of 2020 in 
the Nordics & Baltics amounted to EUR 

15.9 billion, 10 percent weaker than the 
historical average. The volume has 
been driven by the Swedish market, 
which accounted for close to 50 per-
cent of the Nordic transaction volume 
in H1 and 60 percent in Q2, with vol-
umes in line with the Swedish histori-
cal average. The Baltics also posted a 
result in line with the Baltic historical 
average, while Finland underperformed 
in Q2, but posted a half-year result in 
line with the Finnish historical average. 
The Danish H1 was broadly in line with 
the first six months of 2019, while Nor-
way saw a weak Q2, but a strong start 
to Q3 with major purchases by SBB and 

others. Given the turbulence impacting 
global markets, this strong performance 
underlines the stability of real estate as 
an investment class. Indeed, there is a 
substantial pipeline for this autumn, and 
with demand for property set to pick up 
even further, Newsec expects the trans-
action volume in 2020 in the Nordics & 
Baltics to end up just short of the his-
torical average, around EUR 35 billion. 

Globally, the Nordics & Baltics stand 
out as a robust and liquid market, with 
continued high transaction volumes. 
Many investors do not see individual 
countries, but rather view the Nor-
dics & Baltics as a wide, stable region, 
which provides long-term dependabil-
ity. The region is characterized by a 
robust legal system, as well as a high 
degree of reliability and ethics among 
businesses, ensuring safety in property 
investments and enticing global play-
ers to invest. Even as investment trends 
change, the region is well-positioned 
to remain a strong investment market. 
The next generation of property invest-
ment is likely to include segments cur-
rently in relative infancy, such as data 
centres, green/sustainable proper-
ties and renewable energy. These seg-

ments have a strong base in the Nordics 
& Baltics already (in the case of renew-
able energy, in large part thanks to the 
Newsec Infrastructure team), making 
the Nordics & Baltics a natural choice 
as interest in these segments strength-
ens further. 

The covid-19 pandemic has sped up 
many trends, creating both challenges 
and opportunities. New segments are 
emerging, while others are evolving, 
and investment patterns need to change 
in order for investors to adapt and pros-
per. Nevertheless, it is abundantly 
clear that real estate investment pros-
pects in the Nordics & Baltics remain 
remarkably strong. If you are looking 
to get in on the fun, Newsec is the nat-
ural choice of partner in the Nordics & 
Baltics. We have a strong market pres-
ence and local knowledge in each of the 
countries — and even as a we see a lot of 
trends fast forward, Newsec is staying 
ahead of the game, and pressing play, 
rather than pause. 

GÖTEBORG

In 2019 public properties accounted for 14% of 
transaction volume in the Nordics. In 2020,
the share taken is expected to be close to 20%.

Adam Tyrcha, PhD 
Head of Research, 

Newsec Sweden
adam.tyrcha@newsec.se
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When the coronavirus crisis began, 
many office employees stayed home 
to work remotely, city services were 
closed and holidays abroad were can-
celled. People are spending more time 
at home now. Many have taken a new 
look at the functionality and living 
costs of their home. 

POPULARITY OF RENTING AN 
APARTMENT IS INCREASING 
The lower construction volumes are 
also reflected in the residential mar-
ket. A record number of projects under 
construction or preparation will end up 
being used as rental apartments. At the 
same time, renting is gaining popularity. 

Consumer sales of new apartments 
slowed down slightly at the begin-
ning of the crisis but then picked up 
already during the summer. First rent-
als of new projects have also slowed 
down a little bit. Vacancies of larger 
family apartments in particular have 
increased slightly. Some large apart-
ment have been vacant even in Hel-
sinki. The demand for small and afford-
able apartments, on the other hand, has 
been increasing since the beginning of 
the crisis. 

In university cities, small rental apart-
ments became available in the spring 
when the universities closed down their 
premises and many students moved 
back home to study remotely. Airbnb 
and other short-term rental systems 
that have been increasing in the past 
couple of years also suffered a hard 
blow with the sudden freezing of tour-
ism. This applies to Rovaniemi, in par-
ticular, which has the most apartments 
in use on Airbnb per capita in Finland. 
Vacant rental apartments have been 
rented quickly, though, by those look-
ing for a smaller apartment and lower 
living costs. 

Quite a high number of rent payment 
arrangements have been made due to 
the coronavirus crisis with tenants of 
various property types in the commer-
cial property sector, but this trend has 
not been seen in the residential sector. 
The longer trend of increasing unpaid 
rents has picked up speed somewhat 
during the first half of the year. Such 

RESIDENTIAL INVESTMENT AND RENTAL MARKET



NEWSEC PROPERTY OUTLOOK AUTUMN 2020 23

ing of sales processes that were put on 
hold in the spring. The sales of several 
properties were under preparation at 
the beginning of the year and were post-
poned due to the coronavirus crisis, but 
the marketing of such properties can 
now start, even rapidly. 

The residential investment market has 
been active also during the first half of 
the year. Kojamo plc and Lehto Group 
Plc, for example, have concluded an 
agreement on the construction of 392 
apartments in Espoo and Helsinki. The 
project includes 11 properties that are 
expected to be completed in 2021–2023. 
Furthermore, Kojamo plc has signed a 
cooperation agreement with SRV on the 
construction of 676 Lumo rental apart-

unpaid rents rarely turn into credit 
losses, however. Some observations 
have been made of different payment 
schedules so that rent that has not been 
paid due to sudden temporary lay-off, 
for example, is scheduled for payment 
over a longer period of time. 

APARTMENTS STILL AN INTER-
ESTING INVESTMENT CATEGORY
In spite of the coronavirus, residential 
properties remain an interesting invest-
ment category for both domestic and 
international operators. The crisis has 
even sped up the reallocation of invest-
ment portfolios to housing as the uncer-
tainty of the other property categories 
has increased the demand for apart-
ments, that have been considered as 

defensive. The demand focuses on the 
Helsinki Metropolitan Area and other 
large growth centres. The demand for 
residential portfolios and large indi-
vidual properties of more than 50 mil-
lion euros is especially high. The mar-
ket is expected to accelerate during the 
remainder of the year with the restart-

Crisis has even 
accelerated investor 
demand for defensive 
residential properties.

RESIDENTIAL INVESTMENT AND RENTAL MARKET

THE AMOUNT OF RENT INCREASED MOMENTARILY AS A REASON FOR MOWING AWAY
We ask everyone who move away why they decided to change apartments. A small impact of the coronavirus could 
be observed in spring 2020. In April/May, the amount of rent as a reason to vacate has increased by several percent-
age points compared to January/February. In June/July, the amount of rent as a reason for relocation went back to 
the pre-coronavirus crisis levels. In June/July, moving to another place was a significantly more important reason to 
move than in the previous months of the year. This is partly due to students moving back to their home municipalities. 

Based on the data, there are no indications that those working remotely would have started looking for bigger apart-
ments so that they could use one room as an office. Housing comfort as a reason for moving away increased slightly 
in June/July compared to the beginning of the year.

THE MOST COMPREHENSIVE RESIDENTIAL MARKET DATA
Newsec provides the most extensive residential data in the market for everyone working with the residential market. 
The residential market report provides a comprehensive cross-section of this most important Finnish submarket in the 
Helsinki Metropolitan Area, Turku and Tampere. The report includes the data of the rent levels, price levels of building 
rights, investors’ yield levels and price levels of apartment sales for each submarket. Our unique information package 
supports our customers in their decision-making. The data is backed up by key figures and supplemented with News-
ec’s interpretations. It is based on Newsec’s comprehensive and updated market information that is not available else-
where. The residential market report, including 38 submarkets, is updated three times a year.

The residential market report contains a compilation of the following parameters:
 • Rent levels by apartment type
 • Newsec's view on rental levels of new apartments by apartment type
 • Demographic data
 • The most important residential properties under construction
 • Transactions specific to owner-occupied-apartments
 • Summary of each submarket

In addition, the extensive residential market report 
includes the following:
 • Yield requirement level of new properties
 • Prices of building rights

The report is updated three times a year. The price of  
an annual subscription is EUR 5,950 + VAT/company.
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ENVIRONMENTAL ASPECTS 
TRENDING IN RESIDENTIAL 
PROPERTIES AS WELL
Sustainabil ity is becoming an 
increasingly important issue in 
property investment and owner-
ship. A specific certification system 
for existing residential buildings, 
BREEAM In-Use Residential, has 
now become available. The system 
can be used as a tool for the devel-
opment of residential buildings into 
a healthier and safer direction. It 
can also be used for the assessment 
of the environmental impacts of res-
idential properties and for design-
ing the appropriate development 
actions. Residential buildings form 
the majority of the building stock 
in Finland as well, and the meas-
ures aimed at carbon neutrality and 
a more sustainable lifestyle should 
also concern them.

The criteria of the BREEAM certifi-
cation system cover, among other 
things, the efficient use of energy 
and water, maintaining and devel-
oping biodiversity on the plot, 
indoor air conditions and solutions 
supporting the well-being of peo-
ple. BREEAM is a flexible system as 
well since the certification can be 
restricted to include matters related 
to the plot, location and the prop-
erty’s technical characteristics, for 
example. The certification allows the 
preparation of a property-specific 
plan for the development of oper-
ations and the reduction of envi-
ronmental impacts now and in the 
future.

Risto Mustaniemi
Head of Residential Properties 

Management, Newsec 
+358 40 041 0119 

risto.mustaniemi@newsec.fi

ments in the Helsinki Metropolitan Area. 
The agreement includes the Kalasatama 
tower, among other things, as well as 
single properties in Pasila, Pitäjänmäki, 
Perkkaa and Munkkiniemi. The total sum 
of the agreement is approximately 197 
million euros, and the properties are 
expected to be completed in 2021–2022. 
ICECAPITAL Housing Fund V Ky and 
Varte Oy have signed a letter of intent 
on the construction of six rental apart-
ment properties with approximately 
300 apartments in total in the Helsinki 
metropolitan area. The properties are 
expected to be completed in 2021 and 
2022. 

In the financial market, banks are more 
and more selective in terms of granting 
construction-time financing for apart-
ment buildings, but good projects and 
strong counterparts are still interesting 
to banks. In addition to banks, alterna-
tive sources of financing, such as insti-
tutional investors and debt funds, have 
financed some construction projects. 
The financial market experienced a rapid 
and major shock during the first half of 
the year, but the market has improved 
towards the autumn, even though 
financers continue to be somewhat con-
servative in the terms of financing due 
to the uncertainties surrounding the 
global economy.

Many investors have established or are 
establishing funds or strategies investing 
in apartments. Citycon, for example, who 
specialises in shopping centre properties 
has announced that it will be expanding 
its Finnish operations to apartments 
and offices as well. Another new opera-
tor in the residential market is eQ, which 
founded its first apartment fund mid-
2020. Special Investment Fund eQ Resi-
dential is a closed fund for professional 
investors that has already acquired its 
first residential properties. The target 
size of the fund is 100 million euros, ena-
bling over 300 million euros of invest-
ment capacity through leveraging. 

Investors are participating in residen-
tial development projects in an earlier 
stage, when the plot or building rights 
are being bought in order to keep a 
larger part of the value creation chain 
to themselves and thereby get bet-

ter yields. OP-Vuokratuotto Special 
Investment Fund and YIT have agreed 
to establish a joint company investing 
in rental apartments. At the same time, 
they agreed on the sales of eight new 
blocks of flats for the company with an 
investment value of 130 million euros. 

WINNERS IN THE CORONAVIRUS 
CRISIS
The coronavirus may have initially 
caused some fears for people with hous-
ing loans due to the possibility of tem-
porary lay-offs or redundancies. The 
interest rates of housing loans have 
remained low during the past couple of 

years and will continue so, at least for 
some time. Many financers of housing 
loans have also granted flexible mort-
gage repayment leaves. Following the 
minor drop at the beginning of the crisis, 
the prices of housing have returned to 
the trend of increasing prices. Accord-
ing to the Central Federation of Finnish 
Real Estate Agencies, residential prices 
have increased by over 4 percent in 
the Helsinki Metropolitan Area and by 
slightly over 2 percent in other parts of 
Finland since the beginning of the year. 

Ville Aikala 
Analyst, Newsec

+358 44 971 8710
ville.aikala@newsec.fi

Investors are participat-
ing in residential devel-
opment projects in an 
earlier stage, when the 
plot or building rights 
are being bought.
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The corona crisis has short and long 
term effects. Covid-19 pandemic 
turned the whole world into a new 
position within few weeks in last 
spring and its impacts reach widely 
also the real estate industry. 

Corona pandemic has accelerated 
some ongoing changes that are 
expected to have long-term effects. 
Some immediate impacts of the pan-
demic were sudden, but temporary 
and the recovery to the normal is 
already at a good speed. We gath-
ered views from different Newsec ś 
experts regarding how the corona 
spring effected to the real estate 
industry.

Leasing of new commericial premises 
came to a sudden halt during the spring 
when the Government’s actions shut 
down Finland and many companies had 
to take a time-out in business decisions. 
Ongoing negotiations were put on hold 
and the demand for premises stagnated 
close to non-existent. During the spring, 
leasing operations focused mainly 
on reductions in rent and payment 
arrangement negotiations. At the end of 
May and beginning of June, the removal 
of restrictions stimulated commercial 
premises rental and negotiations on 
renewal of agreement, and other nego-
tiations related to the demand for prem-
ises of current tenants moved again for-
ward. The demand for new leasing has 
started to recover as well, but has not 
yet reached the pre-crisis level.

Uncertainties continue to prevail and it 
is hard to predict when the markets will 
return to their normal state — if they ever 
will. Companies are currently contem-
plating the changes in the demand for 

premises concerning, for example, the 
number of square metres and location 
of the offices caused by the leap in the 
development of remote working prac-
tices. These considerations are mani-
fested in a slowing down of decision-
making regarding commercial premises. 

Property owners live also in a some-
what changed world and are forced to 
consider their approach, for example, 
to more flexible contractual terms and 
conditions required by the tenants due 
to the exceptional situation. Especially 
in retail premises leasing, many tenants 
propose so-called pandemic clauses to 
secure their own business in the future 
which, in turn, will increase uncertainty 
during the agreement period from the 
property owner’s perspective. A crucial 
underlying strategic approach among 
the owners is that a good tenant hit 
hard by the pandemic is worth keeping 
despite the problems in rent payment 
and other challenges caused by the 
exceptional situation.

Hanna Santasalo
Head of Leasing & Retail, 

Newsec 
+358 40 152 1778

hanna.santasalo@newsec.fi 

It is interesting to see what kind of new 
market practices will be generated by 
the exceptional situation in the long run. 
This kind of turning point of the entire 
sector is always an opportunity espe-
cially for agile and open-minded opera-
tors. The rentability of properties, ten-
ant experience and use of space are 
examined perhaps closer than ever 
before. 

During the spring, we have learned to 
work remotely wherever we can. Further-
more, organisations around Finland have 
learned to recognise so-called critical 
tasks that can be performed more suc-
cessfully in an office environment, own 
network and IT infrastructure. These 
experiences should be further developed, 
and we should concentrate on good lead-
ership and well-being of people. After all, 
we employees are the most important 
resource of companies in information 
work. We should reserve time for main-
taining and building the group spirit in 
our teams remotely as well as through 
activities requiring presence. 

The property industry is trying hard 
to predict how the use of office prem-
ises will develop due to the coronavi-
rus. Working remotely during the spring 
offers opportunities to many organisa-
tions, but the multi-locality and flexibil-
ity of work will increase, which will make 
the use of premises more efficient. 

Simultaneously, some companies have 
observed that it is demanding to main-
tain appropriate occupancy rates and 
recommended safe distances in prem-
ises designed to be extremely efficient. 
This, in turn, may encourage companies 
to extend their premises or acquire new 
satellite offices. It may reasonable for 
companies to decentralise their opera-
tions in several locations so that easily 
accessible office clusters can be offered 
to support the client and administration 
premises. In this case, the client prem-
ises would centralise in easily accessi-
ble urban locations where services and 
networks are close by, whereas working 
clusters gravitate closer to the employ-
ees’ homes in easily accessible working 
areas with sufficient services. 

This kind of development would require 
more flexibility from agreements and 
would strengthen the demand for prem-
ises-as-a-service concepts in the markets. 
This will also open doors for bold opera-

Ville Inkeri
Head of Corporate Solutions, 

Newsec 
+358 40 749 5021 

ville.inkeri@newsec.fi

tors who dare to take risks and challenge 
traditional operating models and busi-
ness concepts. 

The purpose of the working premises 
is and will be also in the future to cater 
the employeeś  needs. These premises 
should also adapt or change accordingly.  

PREMISES-AS-A-SERVICE TO BECOME 
A REAL OPTION IN THE MARKET

LEASING OF COMMERCIAL PREMISES HAS RECOVERED — SPACE REQUIREMENTS 
ARE STILL CRITICALLY ASSESSED
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REAL ESTATE DEBT FINANCE 
CONTINUES TO AVOID RISKS
Following the easing of restrictions over 
the summer, the number of COVID-19 
cases has been increasing at an accel-
erated rate in Finland as well as in many 
other countries globally. However, the 
pandemic is not the only risk that the 
financial sector is following closely: 
the trade war between China and the 
US is escalating, the economies of Fin-
land’s large import countries are strug-
gling and the US presidential election is 
starting to gain media coverage as well 
as other issues in Lebanon and Belarus, 
for example.

The financial markets, especially the 
volatility in the sovereign bond market, 
have calmed down, and the unprece-
dented and determined purchase pro-
grammes of central banks have kept 
bond rates low, even when the need for 
issuance has grown substantially and 
rapidly. Corporate bond markets have 
also calmed down after the initial shock 
of last spring, and corporate bond yields 
are reaching the low levels seen at year 

change, especially in the US, but Euro-
pean bond yields have also returned 
closer to pre-COVID-19 levels. 

In real estate finance, the focus of tra-
ditional banks in safeguarding their own 
operations has widened into new lend-
ing. The stable interest environment 
has brought the cost of capital of banks 
closer to the levels seen at year change 
and inter-bank lending has been acti-
vated. Bank margins are slightly higher 
than when compared with the record 
low pre-coronavirus levels, but real 
estate financing costs as a whole are 
at levels which enable profitable real 
estate investments.

Changes in f inancing costs have 
remained minor, but lenders are control-
ling and analysing their risks more care-
fully. In practice, this means comparable 
polarisation as seen in the real estate 
investment market, and the focus on 
lending is geared towards low-risk loans. 
While traditional banks form a large part 

Simo Vilhunen
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of the real estate lending market in Fin-
land and the bond market accounts for 
only a small part, we expect alternative 
sources of financing, such as debt funds 
and institutional lenders, to increase 
their share of the real estate finance 
market in Finland, with the coronavirus 
situation acting as a catalyst to acceler-
ate this development.

Real estate financing costs as a whole are 
at levels, which enable profitable real estate 
investments.

REAL ESTATE VALUATION IN THE 
MIDST OF THE COVID-19 CRISIS
Weeks 11 and 12 in March will leave their 
mark on economic history due to the 
speed of change. At the end of March 
and beginning of April, it seemed that 
the situational picture changed daily 
and the speed was incredible. The first 
impacts on the real estate value crea-
tion were seen in sectors and tenants 
whose cash flows were interrupted or 
availability of financing deteriorated. 
Examples of these sectors were certain 
retail sectors, tourism and hotels, res-
taurants and start-ups whose cash flow 
was not yet stabilised. 

Gradually, the impacts started to clar-
ify: financers were careful when mak-
ing new decisions and the previous 
track record as well as the real estate 
collateral value of the property were 
examined carefully. The cost of financ-
ing increased as well. Property own-
ers negotiated especially with the retail 
and hotel tenants, and the differences 
between different real estate invest-
ment categories started to appear.

It seemed that apartments remained as 
an interesting investment item. Their 
occupancy rate and rents seemed to 
weather well, with the exception of 
more valuable apartments with higher 

gross rents whose vacancy rates 
seemed to have increased. Logistics, 
warehouse, production facility and 
daily consumer goods properties were 
also still attracting attention. In addi-
tion, real estate investment properties 
with cash flow originating from the pub-
lic sector operators were of particular 
interest. In the office sector, there were 
somewhat more uncertainties and the 
medium- and long-term outlooks in the 
demand for premises is unclear. In Big 
box premises, the sector of the tenant 
determined the attractiveness of the 
property — for example, the demand for 
renovation, garden and outdoor activity 
products increased whereas the sale of 
new cars slowed down significantly. 

The range of the accuracy of the valua-
tion grew, and so did the responsibility 
of the valuator. The property values had 
to pay attention to the increased uncer-
tainty, slowing down of decision-making 
and moves in the debt and investment 
markets, although there were only few 
actual reference transactions of new 
completed transactions available. 

Indirect observations must also be con-
sidered in an uncertain market situation, 
but in such a way that the valuators will 

Heikki Kangas
Head of Valuation, 

Newsec
+358 50 320 9136 

heikki.kangas@newsec.fi

not create the market themselves and 
cause additional decrease or increase of 
values with their actions. Clear feedback 
from different investors concerning the 
attractiveness of different asset classes 
helps determining the yield requirement 
level and pricing together with the ref-
erence transactions completed in the 
spring and summer. For the valuator, 
the first fully completed transactions 
during the COVID-19 period are particu-
larly important. In these transactions, 
in which the seller’s pricing has been 
decided after the end of March, the 
demand in the market has determined 
the purchase price of the property.
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THE CORONAVIRUS CRISIS IS NOT 
A REASON FOR TONING DOWN 
CLIMATE GOALS
It was stated already at the early stage 
of the pandemic that the economic chal-
lenges posed by the pandemic should 
be tackled by taking into account the 
aims of the Paris Agreement. The term 
green recovery was used, referring 
to economic policy measures that will 
strengthen the overall demand and, 
simultaneously, reduce carbon diox-
ide emissions. Positive experiences 
of green recovery have already been 
received during the times after the 

2008 financial crisis, for example in 
South Korea and North America, where 
investments were made especially in 
renewable energy, energy efficiency 
and rail transport. 

Investments in energy efficiency reduce 
carbon dioxide emissions of buildings 
and provide employment for the opera-
tors in the sector, but also reduce the 
repair debt of the existing building stock. 
Each euro invested in buildings comes 
back doubled*. Currently, financial sup-
port can be applied also for investments 

Silja Nopanen
Senior Advisor & Team Leader, 

Sustainability, Newsec
+358 50 465 5789

silja.nopanen@newsec.fi

made in residential properties, in addi-
tion to commercial premises. 

Residential properties constitute the 
vast majority of Finnish building stock 
and their heating is responsible for 
approximately 17 percent of carbon 
dioxide emissions in Finland. In order to 
reach the climate goals, the implemen-
tation of sustainable solutions must be 
extended to cover apartments in the 
same way as in the commercial prem-
ises sector.

Since we have lately spent more time in 
nature, discussions on conservation of 
biodiversity, in addition to energy effi-
ciency and climate goals, are intensi-
fying due to the coronavirus crisis. For 
example, pollinating insects are a vital 
part of national food production, and 
one of the most significant global chal-
lenges to be solved, in addition to cli-
mate change, is the maintenance of the 
viability of different species. Properties 
can be part of the solution by maintain-
ing and increasing the ecological values 
of the plot.

Each euro invested in the build environment 
comes back doubled.*

*Source: Rakennetun omaisuuden tila, 
Roti 2019 report
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Over the past 2–3 years, the Helsinki 
Metropolitan Area has accounted for 
over 60 percent of the entire transac-
tions market; before this, it was 50–60 
percent for several years. With the 
new property stock and infrastruc-
ture projects and the new operators 
and investors expanding to this field, 
the larger market has also increased 
the attraction of the Helsinki Metro-
politan Area on the European level. The 
area is now perceived as being similar to 
Stockholm, Copenhagen and Oslo.

REAL ESTATE MARKET IN FINLAND: HELSINKI METROPOLITAN AREA

URBANISATION IS ACCELERATING THE PROPERTY MARKET TRENDS

Major trends of the global investment market that sped up even further due to the coronavirus crisis arereflected strongly 
in the property market of the Helsinki Metropolitan Area (HMA). The supply of co-working office premises has increased 
over the past couple of years. New projects are being built and developed for the prime office market that is still perceived 
as very interesting by tenants and investors alike. Shopping centres seek flexibility through pop-up points of sales and 
increased multi-channel trade. The demand for last mile logistics is increasing more and more, and the popularity of rent-
ing an apartment remains unchanged while investor demand for apartments is even higher than before.

THE PRIME OFFICE MARKET 
HOLDS ON
For several years already, there has 
been talk of how the differences in the 
attractiveness of the prime and second-
ary office markets will increase, and this 
narrative is not about to change. When 
you review the significant office trans-
actions in 2018–2020 and compare the 
total floor area of said transactions to 
the office stock in the entire region, the 
differences between the submarkets 
become visible. 

Name

Keilaniemi Next

Six residential properties (over 
300 rental apartments)*

11 residential properties (392 
rental apartments)*

Educational property  
(Metsänpojankuja 3)

Six office properties

As Oy Vanha Talvitie 3 (81 rental 
apartments & 1 retail premise)

As Oy Helsingin Edison (108 
rental apartments & 3 retail 
premises)

Educational property 
(Arkadiankatu 28)

Audi center

Six residential properties 
(676 rental apartments)*

Shopping centre REDI (40%)

Two office properties

Hypermarket property 
Prisma Itäkeskus

Commercial property 
(Verkkokauppa.com)

Nine commercial properties

HQ of OP Cooperative

Figure on the next page shows the size 
of the office market in Keilaniemi, Ruo-
holahti, Pitäjänmäki as well as Niitty-
kumpu and Matinkylä (sqm; left axis) 
and the proportion of the transaction 
volumes (in sqm) that have been com-
pleted within the submarket compared 
to the size of the office stock in 2018–
2020. In the submarkets of Pitäjän-
mäki as well as Niittykumpu and Mat-
inkylä that have lots of old office stock, 
the share of transactions is less than 10 
percent in both submarkets. This ratio is 

* Office stock includes office properties 
under development

**  Keilaniemi Next has been taken into 
account (under construction)

Property type

office

residential

residential

educational

office

residential, retail

residential, retail

educational

retail, office

residential

retail

office

retail

retail, warehouse

office

office

City

Espoo

Helsinki, Espoo, 
Kerava, Järvenpää

Helsinki, Espoo

Espoo

Espoo, Helsinki

Helsinki

Helsinki

Helsinki

Vantaa

Helsinki, Espoo 

Helsinki

Espoo, Vantaa

Helsinki

Helsinki

Helsinki

Helsinki

Buyer

Warburg-HIH Invest Real Estate

ICECAPITAL Housing Fund V Ky

Kojamo Oyj

Julius Tallberg Real Estate  
Corporation

Elite Finland Value Added Fund II Ky

Avara Oy

NREP

Hemsö Fastighets AB

Fastighets AB Balder

Kojamo Oyj

Ilmarinen Mutual Pension Insurance 
Company, Pohjola Vakuutus Oy, OP 
Life Assurance Company Ltd, 
LocaTapiola Group

Elite Finland Value Added Fund II Ky

VVT Property Fund

A fund managed by Corum AM

Antilooppi

Varma Mutual Pension Insurance 
Company, NH Investment & Securi-
ties (NHIS) & Shinhan Investment 
Corp

Seller

NCC
 

Varte Oy 

Lehto Group Oyj
 

Laurea University of 
Applied Sciences 

Goldman Sachs, Cromwell 
Property Group
 
Lehto Asunnot Oy 

Lehto Asunnot Oy

 
N/A
 

Veritas Pension Insurance 

SRV Yhtiöt Oyj
 

SRV Yhtiöt Oyj

 
Areim 

Sponda Oyj

 
Elo Mutual Pension 
Insurance Company
 
Sponda Oyj
 
OP Cooperative 

KALASATAMA

Office transactions made in 2018—2020 
measured by area and compared to 
the size of the office stock of the 
submarket (sqm)

HELSINKI METROPOLITAN AREA

* preliminary agreement / co-operation agreementHMA / TOIMISTO-OSUUS

1

237 500**

375 000

487 000

173 000

63%

55%
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approximately 55 percent in Ruoholahti 
and over 60 percent in Keilaniemi, both 
areas with newer office stock and lots of 
investment activity. The differences are 
likely to become stronger in the future 
both in the investment and the occupier 
market, although the growth of remote 
working creates opportunities for sec-
ondary submarkets.

Some differences in vacancies can also 
observed between the submarkets. For 
example, vacancies have decreased to 
8.4 percent in Keilaniemi compared 
to 11.7 percent last year, whereas in 
Pitäjänmäki, vacancies have increased 
to almost 23.2 percent from 18.7 per-
cent. Even though the preferences of 
office tenants are changing and more 
flexibility is required, tenants still want 

INVESTORS INTERESTED IN 
GROCERY STORE PROPERTIES
Even though many have stated in 
recent years that investors are no 
longer interested in retail proper-
ties, the share of retail properties has 
accounted for approximately 20–25 
percent of the transaction volume in 
the entire country over the past five 
years. The majority of the retail prem-
ises volume has come from large shop-
ping centres (Forum in 2016, Spon-
da’s portfolio in 2017, Itis in 2018 and 
Jumbo in 2019), but also the portfo-
lio transactions of grocery store prop-
erties have accounted for a significant 
part of the retail property transaction 
volume. As shown in next graph, their 
share of the retail property transac-
tion volume has mainly been approx-
imately 35–40 percent over the past 
six years. 

In addition, several smaller shopping 
centres and large big box retail prop-
erties that have changed owners in 
recent years have been highly focused 

that the offices be located in the most 
essential submarkets. 

Reduced use of office space and 
increased remote working have 
increased the demand for co-working 
spaces. Many co-working offices are 
mostly located in the centre and in tradi-
tional office markets, but there is proba-
bly an increasing demand for these also 
in other residential hubs. With remote 
work becoming ordinary, this also cre-
ates opportunities for the weaker office 
properties with high vacancy rates 
located outside the prime office sub-
markets.

INCREASE IN NEW RETAIL PREM-
ISES SLOWING DOWN IN THE  
HELSINKI METROPOLITAN AREA
Last year, over 150,000 sqm of new 
retail premises were constructed in 

on grocery and other daily consumer 
goods. This year, eight grocery 
properties have changed owners in 
the Helsinki Metropolitan Area. The 
biggest transaction was completed at 
the beginning of the year when VVT 
bought the 20,000 sqm Prisma hyper-
market in Itäkeskus, Helsinki.

the Helsinki Metropolitan Area with the 
completion of Mall of Tripla in Pasila, 
Helsinki and the third phase of Ainoa 
shopping centre in Tapiola, Espoo. The 
volume of new leasable area experi-
enced the biggest annual increase over 
the past decade. In 2017–2018, more 
than 100,000 sqm of new retail prem-
ises were built in the HMA, whereas the 
average at the beginning of the 2010s 
was 50,000 sqm annually.

The volume of new retail premises is 
largely due to the shopping centres 
constructed in conjunction with new 
residential areas. In addition, some old 
shopping centres have been demolished 
to make room for new ones. Some of 
the new shopping centres mainly rely 
on the construction of the area and the 
purchasing power of the new residents 
in the area. On the other hand, shop-

Investor demand for the logistics and light-indus-
trial properties in the HMA strengthens further.

ping centres are trying to lease prem-
ises to services offering different kinds 
of experiences as well as restaurants, 
which is partly reflected in the new vol-
umes. In the future, the ability to adapt 
to flexibility and respond to changes 
in consumer behaviour, as well as the 
challenges resulting from multi-chan-
nel trade, will be decisive in terms of 
success in the increasing competition 
between shopping centres.

FAST DEVELOPMENTS IN 
JÄTKÄSAARI, KALASATAMA 
AND TIKKURILA
The highest numbers of apartments 
in the HMA are currently being con-
structed in Kalasatama, Jätkäsaari and 
Tikkurila. Residential properties for pro-
fessional investors and municipal rental 
apartment companies, as well as devel-
oper projects intended for consumers 
directly, are being completed in all of 
these submarkets. 

At the moment, more than 800 apart-
ments are under construction in Tik-
kurila with two thirds being built for 
professional investors and the City of 

Demand in the prime 
office markets remains 
stable.

TRIPLA PHOTO: MALL OF TRIPLA

In the coronavirus era, grocery store 
properties are perceived as attractive 
investment opportunities due to the 
increased sales of groceries. Further-
more, there is demand for daily con-
sumer goods stores throughout Fin-
land, allowing good and efficient geo-
graphical diversification due to the 
small unit size. 
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Vantaa. In Jätkäsaari, more than 1,100 
apartments are currently under con-
struction, and more than 850 of these 
are intended for professional investors 
as well as for use as Hitas-system and 
rental apartments of the City of Helsinki.

In Kalasatama, on the other hand, more 
than 1,500 apartments are under con-
struction, and more than 600 of these 
will be for the City of Helsinki. Of these 
apartments, nearly 480 were sold at 
the beginning of this year. The big-
gest individual project under construc-
tion concerns the Kompassi residential 
tower that isbeing erected adjacent to 
REDI. SRV and Kojamo signed the con-
tract of the project in April. On the other 
hand, Lehto Group sold As Oy Helsingin 
Edison, comprising 108 apartments 
and three retail premises, to NREP and 
As Oy Vanha Talvitie 3, comprising 81 
apartments and one retail premises, to 
Avara.

At the end of September, the transac-
tion volume of industrial and logistics 
properties has already reached EUR 
350 million, with the Helsinki Metro-
politan Area and and the neighbour-
ing municipalities making up most of 
the transactions. There is demand 
for both modern logistics centres as 
well as light industrial properties and 
warehouse properties. One of the larg-
est logistics transaction of the year 
was completed when Genesta’s GNRE 
Fund II sold the 66,680 sqm logistics 

Urbanisation and digitalisation bring 
logistics and retail trade closer and 
closer together. During the coronavi-
rus crisis, efficient and well-function-
ing logistics have become essential, 
while many brick-and-mortar stores 
and retail premises in shopping cen-
tres have found themselves in trou-
ble. The strengthened role of e-com-
merce and the competition for short 
delivery times has further increased 

the demand for so-called last-mile 
logistics and light industrial proper-
ties where the majority of the space 
is usually warehouse space, a small 
part is used as offices and that also 
contain retail premises, if necessary. 

The increase of the global e-com-
merce and the coronavirus crisis 
have changed consumer behaviour 
towards buying for delivery to their 

front doors, which increases the sup-
plier’s demand for exactly this kind of 
flexible logistics, warehouse and pro-
duction facilities. This is reflected as 
a steep increase of investor demand 
that is expected to strengthen further 
in the autumn and early 2021.

centre located at Juvan teollisuuskatu 
25, Juvanmalmi, Espoo after having 
owned it for two years. In Koskelo, 
Espoo, on the other hand, Aktiivitilat 
has already bought two light indus-
trial/warehouse properties this year.

New logistics properties are currently 
being built in Vantaa’s Koivuhaka and 
Vantaanpuisto where Jatke Oy is build-
ing the new headquarters as well as a 
warehouse and logistics property for 
Cramo Finland Oy. The premises will 

be built for a joint enterprise compris-
ing Fennia Asset Management Ltd’s 
Terrieri Kiinteistöt Ky and A. Ahlström 
Real Estate Ltd. Other new logistics 
projects are under construction in 
Viinikkala, Vantaa, Kerca in Kerava 
and Jussla in Tuusula where Jatke Oy 
is building an extension of the Logitri 
Oy logistics centre for OP-Vuokratuotto 
special investment fund.

JÄTKÄSAARI

KEILANIEMI

TIKKURILA

Name

Two logistics properties

Light industrial / hall property

Light industrial / hall property (90,3%)

Logistics and office property 
(Cramo Finland Oy)

Logistics property

Logistics property

Logistics property

Logistics property 

Industrial property (Europress Group Oy)

City

HMA 

Espoo

Espoo

Vantaa

Espoo

Vantaa

Vantaa

Vantaa

Kerava

Buyer

N/A

Aktiivitilat

Aktiivitilat

Terrieri Kiinteistöt Ky (Fennia Varain-
hoito), A. Ahlström Kiinteistöt Oy

N/A

N/A

AB Sagax

Elite Alfred Berg Vuokratuotto

Special investment fund 
Aktia Toimitilakiinteistöt

Seller

Keva
 
PC Rettig & Co Real Estate AB
 
N/A 

Jatke Oy 

GNRE Fund II (Genesta)
 
UBS Euro Core 

SRV Rakennus Oy
 
Tiiviste-Group Oy 

Julius Tallberg Real Estate 
Corporation 

JOKER LIGHT-RAIL
(UNDER CONSTRUCTION)
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The coronavirus crisis stopped the 
transaction market of Helsinki’s 
city centre, that has been lively in 
recent years, as well as the trend-like 
increase in the rents of offices and 
hotels. In spite of the current uncer-
tainty, this impact is expected to be a 
temporary one.

SOCIAL DISTANCING DUE TO 
THE CORONAVIRUS PANDEMIC 
CAUSES PROBLEMS FOR THE 
PREMISES OF THE CITY CENTRE 
THAT NEED CROWDS TO DO WELL
The increased rents of prime offices in 
the city centre and the expectations 
of future rent increases have lowered 
the yield requirements of offices close 
to those of the most important European 
property markets. Even though the coro-
navirus crisis had the biggest impact on 
hotel properties and retail properties 
with the exception of grocery stores, 
offices did not sail through the turbu-
lence in the market without any impact. 

What will the next normal look like from 
the perspective of the city centre space 
market? The future of retail premises in 
the centre seems even more challeng-
ing than before due to the restrictions 
and the fact that people are avoiding 
crowded places due to the coronavi-
rus pandemic. With households trying 

to avoid human contacts, the corona-
virus crisis expanded the users of online 
trade, and some of the regular brick-and-
mortar store customers will buy goods 
instead of things online more often in 
the future reducing the retail occupiers' 
rent paying ability due to the dimin-
ished sales in the premises. 

The recovery of the hotel sector, on 
the other hand, will take several years 
at least. It will take time for tourists 
and business travellers to return to 
their earlier routines and for airlines to 
rebuild their route networks. The future 
of working in the office and remote work 
causes a stronger division of opinions 
between market operators. 

From the perspective of the invest-
ment market, the coronavirus crisis has 
increased the attraction of residential 
and logistics properties even further as 
the uncertainty related to other types 
of properties has increased. The insti-
tutional investment market of these 
property types is thin or almost non-
existent in the centre due to the lack of 
properties, and it would seem that the 
weight of the centre as an investment 
submarket will become lighter, at least 
temporarily, when the most sought-
after types of premises will more often 
be found in the other submarkets in the 

near future. In 2020, the volume of the 
large real estate transactions in Helsinki 
city centre has been less than 150 mil-
lion euros. In previous years, the vol-
ume has always reached 700 million as 
can be seen in the figure shown below. 

OFFICE PROPERTY MARKET 
IN THE CITY CENTRE
The coronavirus crisis is causing differ-
ences of opinion regarding the future 
needs of office space both amongst 
users of the premises as well as inves-
tors. Tenants now tend to prefer lease 
agreements of shorter duration due to 
the uncertainty. Investors are check-
ing their perspectives about the future 
demand for office premises and con-
sidering the allocation of offices in 
their property portfolios in the light of 
new information. So far, the crisis has 
not been reflected in the rent levels or 
vacancy rates in the centre. The big-
gest change is that the vacancy rate in 
city centre increased by 1.2 percentage 
points to 8.5 percent between January 
and August. The change corresponds to 
an approximately 7,000 sqm increase in 
vacant premises.

The weight of the 
Helsinki city centre 
as an investment 
submarket will become 
lighter, at least tempo-
rarily because investors 
are targeting more 
heavily residential and 
logistics properties 
— asset types with  
limited available  
investment stock in  
the city centre. 

3
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THE PROPERTY TRANSACTIONS VOLUME IN THE HELSINKI 
CENTRE* IS LIKELY TO REMAIN LOW THIS YEAR

THE CORONAVIRUS CRISIS SILENCED HELSINKI CITY CENTRE TEMPORARILY
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In recent years, the investment mar-
ket has been strongly focused on safe 
haven-properties located in liquid 
submarkets with predictable future 
cashflows. The coronavirus pan-
demic has made it more difficult to 
predict the cashflows of retail prem-
ises, hotels and office properties with 
short lease agreements in the city 
centre, and fewer and fewer proper-
ties in the centre now fully meet the 
so-called safe haven criteria. 

RETAIL PROPERTY MARKET 
IN THE CITY CENTRE
The ability to pay the rent of the retail 
premises tenants in the centre became 
weaker with the onset of the crisis 
and when the restrictions entered into 
force. Many property owners publicly 
announced that they would adjust the 
rent payment obligations of their retail 
premises tenants and restaurant ten-
ants in particular by deferring the pay-
ments or granting rent-free months. 

There is a trend of converting retail 
premises for restaurant use in the 

centre. The most obvious examples in 
recent years include the Forum shop-
ping centre, the Kamppi centre, City-
Center and Kluuvi as the latest one. The 
increased demand for restaurant ser-
vices and other services helped own-
ers of retail premises to reposition their 
department store and fashion store 
premises, which were notably damaged 
by online trade. This was previously 
a glimpse of light in the retail prem-
ises market, but the coronavirus crisis 
has caused uncertainty for this as well 
due to the restrictions and the reduced 
numbers of pedestrians in the city cen-

REAL ESTATE MARKET IN FINLAND: HELSINKI CENTRE

The investor market seeking to avoid 
risks and to obtain a predictable cash-
flow is competing for a limited number 
of properties. Long-term lease agree-
ments and coronavirus-defensive 
office tenants are likely to be priced 
according to the pre-coronavirus level. 
The pricing impacts of the crisis are, 
however,expected to be reflected in 
properties where the future cashflow 
is uncertain due to the business seg-

ment of the tenants. The price level 
increases of hotel properties and res-
taurant premises as well as office 
properties with short-term lease 
agreements has probably come to an 
end since the buyers take the changes 
in market rent levels, the uncertainty 
of future rental income and the leas-
ability of the premises in the immedi-
ate future into account in the pricing 
of property transactions.

So far, the crisis 
has not been reflected 
in the rent levels or
vacancy rates in 
the centre. 
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Due to the coronavirus crisis, no com-
parable transactions of prime proper-
ties were completed in the centre, and 
there is no proof of the change in pric-
ing in the form of actual transactions. 
The lack of comparable transactions 
is not exactly due to the differences 
of opinion regarding pricing between 
the buyers and the sellers; instead, the 
activity on the market died down due 
to operational restrictions, such as for-
eign investors being banned from trave-
ling to Finland. The sellers of the prop-
erties in the city centre had no desire to 
promote the sales process in a market 
situation where potential buyers could-
not be reached due to the restrictions. 
The sellers still expect pre-crisis prices 
for their prime properties, whereas the 
buyers see an increased risk related to 
future cashflows.

The abundance of investment capital 
seeking investment opportunities sup-
ports the investment market demand 
in the city centre. Investment manage-
ment companies, for example, globally 
accumulated an all-time high capital of 
approximately 196 billion euros in their 
unlisted funds in 2019 (approximately 
155 billion euros in 2018, INREV Capi-
tal Raising Survey 2020). The amount 
of net investments in open property 
funds also did not start to decrease as 
a result of increased redemptions of 
shares, even though the expectations 
of future net capital increases of open 
funds have become more moderate 
compared to the pre-coronavirus era. 
Large amounts of international invest-
ment capital support the transaction 
market in the city centre since it con-
tinues to be the most natural location 

for an international investor due to the 
liquidity, transparency and ticket sizes 
of the area.

After the beginning of the coronavirus 
pandemic, the major property trans-
actions in the city centre include the 
transaction of the Kappeli restaurant 
in the Esplanade Park and the develop-
ment projects of the Kaartin Lasaretti 
block and Mariankatu 23. In the begin-
ning of September LaSalle Investment 
Management acquired an 10,800 sqm 
office property, located in Kamppi dis-
trict, from OP Life Assurance Company 
Ltd for EUR 45.5 million.

Name

Kappeli restaurant

Office property 
(Mikonkatu 13; part of)

Kaartin Lasaretti block

Block consisting of 4 buildings 

Office property 
(Arkadiankatu 23)

Property type

retail

office

other

other

office

City

Helsinki

Helsinki

Helsinki

Helsinki

Helsinki

Buyer

HOK-Elanto

LocalTapiola 
Mutual Insurance Company

HGR Property Partners Oy

Samla Premises II Fund,  
Samla Apartment Fund

LaSalle E-REGI Fund (managed by 
LaSalle Investment Management)

Seller

City of Helsinki

OP Helsinki

Senate Properties

The bankruptcy estate of 
ICON Corporation Ltd

OP Life Assurance 
Company Ltd

tre. The rents of retail premises have 
decreased in the centre as well due to 
rent reliefs granted to tenants. Several 
lease agreements on retail premises 
have, however, been made in the cen-
tre at pre-coronavirus rent levels as the 
users of the premises have perceived 
the crisis as a temporary challenge.

HOTEL MARKET IN 
THE CITY CENTRE
Since 2015, the strong wave of invest-
ments in hotels has increased the offer-
ing of hotel rooms in Helsinki’s city cen-
tre by approximately 3,300 hotel rooms. 
The number will increase with approxi-
mately 1,050 additional rooms in the 

next two years. Business and leisure 
travel shattered by the coronavirus con-
cerns the hotels in Helsinki city centre in 
particular. In spite of the melting down 
of the hotel market, property investors 
still find the long-term hotel market 
trend attractive. The uncertainty of the 
immediate future due to the coronavi-
rus pandemic does, however, reduce the 
interest of both the user and the inves-
tor market towards this type of prem-
ises, and new hotel projects will not be 
started in the near future at the rate 
that was predicted earlier.

MAJOR TRANSACTIONS MADE IN HELSINKI CENTRE IN 2020
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THE PROPERTY TRANSACTION 
MARKET DID NOT SLOW DOWN
The coronavirus era did not slow down 
the property market in Tampere — the 
number of large property transactions 
was almost as high as last year. Like-
wise, the transaction volume of major 
property transactions made in this year 
is now already higher than it was at the 

premises in particular. This is especially 
reflected in the premises with non-opti-
mal locations. Based on the transactions, 
the highest demand is for offices and 
the housing sector in Tampere. There 
has also been interest in production and 
logistics premises. Investors found retail 
premises difficult in terms of invest-
ments already before the crisis, and the 

end of last year, as can be seen in the-
figure on the next spread. After the ini-
tial shock, demand and activity in the 
property market continued almost as 
usual.

The change in yield, or in property 
prices, is difficult to forecast. Dents can 
be expected in the cash flow of retail 

onset of the crisis and the related restric-
tions reinforced this position. 

SHORTAGE OF 
THE BEST OFFICE PREMISES
There is a shortage of prime properties 
in the office rental market, and the best 
offices are often leased quickly. 

In the occupier market, modern offices 
with the best locations have found new 
tenants quickly. The current remote 
work culture will certainly modify the 
demand for leased premises. The rent 
levels will remain stable since the sup-
ply for new and old premises is still bal-
anced.

As remote working increases and the 
older property stock is vacated, the 
owners have the opportunity to develop 
these buildings. There is also strong 
demand for modernised older prop-
erties, where the rents are lower than 
those of new properties. Location is key 
in these properties.

PHOTO: MARKKU RANTANEN
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The largest construction projects are 
focused on the city centre, which also 
sees the highest turnover of office 
users. The traditional office areas of 
Hatanpää, Hervanta and Finnmedi in 
Kauppi also remain strong, and good, 
vacant office space may be hard to 
come by.

RETAIL PROPERTY LEASING 
SLOWED DOWN FOR A WHILE
The long-term tramway construction 
project is nearly finished in the city cen-
tre. Only the sections on the Hämeen-
silta bridge and the Keskustori square 
are yet to be completed. The paving 
has been finished and the construction 
site fences removed, leaving the streets 
clear and the pedestrian routes unhin-
dered. Retail property leasing started 
off strongly, then stopped due to the 
coronavirus restrictions, but is now 
starting to pick up again. 

Housing production increases the 
demand for retail premises in the cen-
tre, and the completion of the tramway 
improves accessibility. The city struc-
ture is densifying and there are sev-
eral residential projects ongoing in the 

grid plan area that will complement and 
replace the old building stock. There are 
several ongoing and upcoming residen-
tial projects in the Tampere Deck, Tam-
mela and Tulli areas that will bring new, 
solvent customers to the shops, restau-
rants and shopping centres in the city 
centre. 

Some of the retail premises operators 
will not be able to survive the crisis, and 
with plenty of retail premises available, 
the competition for tenants is fierce 
and property owners need to work hard 
to stand out. The changing customer 
behaviour is pushing tenants to demand 
flexible terms and short leases. 

Sanna Eerilä-Vänni
Senior Advisor

Newsec
+358 50 502 4639

sanna.eerila-vanni@newsec.fi

HOSPITAL

TULLI

HERVANTA

There is an expectant atmosphere in 
the Tampere residential market. At 
the same time, many market play-
ers are clearly exercising caution, 
since new residential projects are not 
being launched as swiftly as before, 
whereas construction continues in 
the city centre. Consumer demand 
for reasonably priced properties in 

good locations remains high, while 
sales times for more remote proper-
ties have grown longer. 

Investor demand for good properties 
is increasing due to the coronavirus 
pandemic and the need to find good 
investment opportunities. The new 
tramway and the Tampere Deck and 

Arena project are significantly reshap-
ing the dynamics of the city as well 
as the residential market. New tram 
stops and lines will impact mobil-
ity and significant construction pro-
jects will highlight new areas, bring-
ing in new service networks and thus 
increasing their appeal.

The property market in Tampere region was active 
at the beginning of the year, and the coronavirus 
era has not slowed down the market. The number 
of major property transactions has already 
exceeded last year’s level. 

LIGHT-RAIL PHASE 1
(UNDER CONSTRUCTION)

LIGHT-RAIL PHASE 2
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Name

Gigahermia

Three residential properties 
(171 rental apartments)

Hermia 5-6

Kiinteistö Oy Reumaharju 
(Kuntoutumiskeskus Apila)

As Oy Tampereen Tammelan 
Puistokatu 33 (101 rental apart-
ments & 2 retail premises)

Three industrial properties 
(Nekala, Tesoma)

As Oy Konttilukinkatu 7 (105 
rental apartments)

Tampere deck and central 
arena (25%)

Residential project in Ranta-
Tampella (83%)

Two industrial & commer-
cial properties (Realgate, 
Lempäälä)

Property type

office

residential

office

care

residential

industrial

residential

other

residential

industrial, retail, 
office

City

Tampere

Helsinki, Vantaa, 
Tampere

Tampere

Kangasala

Tampere

Tampere

Tampere

Tampere

Tampere

Lempäälä

Buyer

Special investment fund 
Aktia Toimitilakiinteistöt

eQ Asunnot

A fund managed by Quadoro 
Investment Gmbh

Private investors

OP-Vuokratuotto -erikoissijoitus-
rahasto

Aktiivitilat

Varma Mutual Pension Insurance 
Company

City of Tampere, LocalTapiola, 
OP Financial Group

LocalTapiola, OP Financial Group

Special investment fund 
Aktia Toimitilakiinteistöt

Seller

Varma Mutual Pension 
Insurance Company

Pohjola Rakennus Oy

Investors represented by 
Cobbleyard Real Estate 
and Revcap

Suomen Reumaliitto ry

Jatke Pirkanmaa Oy

N/A

Skanska Oy

SRV Yhtiöt Oyj

SRV Yhtiöt Oyj

N/A

The drop of customer 
volumes in retail 
premises was sure to 
awaken many operators 
even though people were 
already accustomed to 
difficult circumstances 
due to the tramway 
project.

total

MAJOR TRANSACTIONS MADE IN TAMPERE REGION IN 2020
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TURKU REGION UNDERGOING ACTIVE DEVELOPMENT 

REAL ESTATE MARKET IN FINLAND: TURKU

1. The economy in the Turku region 
started to recover quickly as soon as 
the first wave of the coronavirus epi-
demic had passed. It has now been con-
firmed that the construction of the 
ships under construction in the Turku 
shipyard will continue. In addition, the 
number of residents in the Turku region 
is increasing. 

2. The number of retail property trans-
actions was clearly lower than last year 
and that market is recovering clearly 
slower than the residential market 
that almost reached last year’s level of 
transactions already in June.

3. Lively construction continues both 
in commercial premises and residential 
construction. The centre of Turku will 
be in a whirl at least until mid-2021. 

DECREASE IN COMMERCIAL 
PREMISES TRANSACTIONS
The coronavirus had an obvious impact 
on the number of commercial prem-
ises transactions. The uncertain future 
makes buyers careful and willing to 
avoid making big decisions about com-
mercial premises. Property investors 
are still interested in properties suitable 
for their concept, whereas those buying 
for their own use are clearly more care-
ful and consider their acquisitions thor-
oughly. The number of real estate trans-
actions was low compared to previous 
years. 

There is demand for properties in the 
centre of Turku and in the Kupittaa area 
irrespective of the current purpose of 
use of the properties. Office properties, 
rather large production, warehouse and 
logistics properties with good location, 
grocery trade properties, healthcare 

TURKU

and care properties as well as entire res-
idential buildings are particularly inter-
esting. 

There is no clear evidence of obvious 
changes in the price levels yet, but if 
the coronavirus crisis is prolonged, its 
impact may also be reflected in prop-
erty prices and yield requirements. This 
impact comes mainly from the tenants’ 
possibly reduced ability to pay rent, and 
the maturities of lease agreements may 
become shorter. The number of large 
property transactions is limited by the 
very low supply of such properties.

LEASING OF COMMERCIAL 
PROPERTIES
The commercial premises leasing mar-
ket slowed down quite a bit in March/
April. It started to recover already at 
the end of May, and the demand then 
returned almost to previous levels both 

in terms of offices and production prem-
ises. Demand for retail premises, on the 
other hand, continues to be weak and 
highly location-specific. In the centre 
of Turku, the construction of the under-
ground parking facility has the big-
gest impact on this due to the changes 
caused by it to the routes of buses and 
people. There is demand for retail prem-
ises with good locations in the centre 
of Turku, naturally, but leasing prem-
ises that are large and slightly further 
away from the very centre of the city is 
already more difficult. 

The demand for office premises contin-
ues to focus on offices of high quality in 
the city centre and in the Kupittaa area. 
Gross rents per square metre are clearly 
over € 20, and as much as € 25 or even 
more in some places in the centre. Rent 
levels in the city centre vary consider-
ably, and you may be able to find offices 

for € 10–15/sqm/month just 3–4 blocks 
from the Market Square. 

Tenants are seeking multi-purpose 
offices that can be changed flexibly and 
that are fitted with cooling systems. 
This means that some of the offices in 
Turku’s city centre are vacant and may 
remain as such. Restaurant operations 
in the premises have ended, and the 
currently vacant premises can be con-
verted into offices. The occupancy rate 
of offices is very high in Kupittaa, and 
the high demand will only be relieved by 
new construction.

Production and warehouse premises are 
largely in use. Smaller spaces are avail-
able for rent, but if the space require-
ment is larger than a couple of thou-
sand square metres, there are consid-
erably less options available. The rent 
level has also been increasing in some 

places. Small hall properties have been 
constructed and new ones are still being 
built. Investors continue to be inter-
ested in the construction of hall proper-
ties for the needs of tenants large and 
small. Interesting areas include Oriketo/
Urusvuori, Hauninen in Raisio, Avanti in 
Lieto, i.e., the areas alongside the ring 
road and the Krossi area in Kaarina.

Vesa Eronen
Regional Director

Newsec
+358 40 552 9054

vesa.eronen@newsec.fi

PHOTO: SIGGE ARKKITEHDIT OY / LOCI MAISEMA-ARKKITEHDIT OY / VALOA DESIGN OY
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HOUSING TRADE RECOVERED 
QUICKLY 
In April, the transaction numbers of 
apartments and housing dropped by 
approximately one third from the pre-
vious year, but in June, the number 
of transactions was already almost as 
high as last year. The coronavirus cri-
sis seems to have had little impact on 
the price level. Average prices have 
remained quite steady, and the prices 
of old apartments roughly match 
those of the end of last year and the 
beginning of this one. 

Rents have increased by a bit under 
2 percent on the annual level, and 
according to Statistics Finland, the 
biggest increases in rents of privately 
financed rental apartments during 
the second quarter were seen in the 
Helsinki metropolitan area and in 
Turku. It is expected that the rent lev-
els of small apartments are increas-
ing, whereas little increase can be 
expected in terms of larger apart-

ments. On the other hand, it has 
been noticed in the coronavirus era 
that the demand for affordable fam-
ily apartments is higher than usual as 
well. In new lease agreements made 
in the first half-year, the average 
rent per square metre of studios was 
approximately € 19.00/sqm per month 
in Turku. 

Both foreign and domestic investors 
and property funds are still interested 
in entire blocks of flats in Turku. Poh-
jola Rakennus, for instance, is build-
ing two blocks of flats for NREP in 
Kotkankatu, Hurttivuori, and three 
blocks of flats in Herttuankulma. The 
prices of plots in the centre of Turku 
and, in part, also the prices of apart-
ments are already so high that the 
yield of owning a block of rental flats 
remains rather low and the potential 
yield is solely based on the potential 
increase in value. This leads to inves-
tors also being interested in proper-
ties located outside the centre. 

The developer receives a much bet-
ter price for apartments in the centre 
by selling them individually instead of 
selling the entire building for use as 
rental apartments. This reduces the 
interest of developers in construct-
ing rental apartments in the city cen-
tre. Interest towards rental apart-
ment construction can be increased 
by negotiations between the par-
ties already before the construc-
tion starts. When it is known that the 
building will be used as rental apart-
ments, the construction costs and 
the final purchase price of the build-
ing can be adjusted. Private apart-
ment investors continue to buy apart-
ments for investment purposes in the 
very core of the city as well, and a 
new group of buyers consists of peo-
ple living in the Helsinki metropolitan 
area who are looking to buy a second 
home.

REAL ESTATE MARKET IN FINLAND: TURKU

CONSTRUCTION CONTINUES 
IN TURKU
Construction continues strongly in 
the Turku region. On the side of the 
Market Square, a new hotel building 
is being erected to replace the demol-
ished Hamburger Börs hotel building. 
Scandic Hotels will start to operate 
the hotel midway through next year. 
The Affärcentrum building located 
at the corner of Eerikinkatu and 
Aurakatu with its old hotel and res-
taurant premises still vacant is wait-
ing for its turn next to the new hotel 
building.

In May, a new hotel building oper-
ated by Sokos Hotels was completed 
in Kupittaa. The construction of the 
55,000 sqm Majakkasairaala hospital 
continues in the area. The operations 
of the U hospital will be transferred to 
this new hospital that is scheduled for 
completion at the end of 2021. 

Turun Teknologiakiinteistöt commis-
sioned a building of approximately 
18,000 sqm, EduCity, located between 
Lemminkäisenkatu and Joukahaisen-
katu, for use by Turku University of 
Applied Sciences. The building was 
finalised at the end of August. In addi-
tion to the University of Applied Sci-
ences, also Nordea, Cloetta, Unica and 
Ewals Cargo moved into the property. 

Turun Teknologiakiinteistöt will con-
struct a new building of approxi-

mately 8,000 sqm by Joukahaisen-
katu. KELA will be the principal tenant 
of the building, and the new premises 
of Turku Energia will be located on the 
Itäharju side. The construction of the 
Veritas headquarters is also still in 
progress in Kupittaa.

Turku is expanding strongly towards 
the port. The area is also referred to 
as a new city district, the Linna district. 
Construction is now in progress in the 
Linnanfältti area, Harppuunakortteli 
and Herttuankulma, or the location of 
the old Rettig tobacco factory. These 
will be followed by the Kirstinpuisto 
area and the Pukkila area once the 
zoning has been completed. New res-
idential buildings are still being built 
in Kakolanmäki, and the old provincial 
prison is being converted into a hotel. 
The first line of new residential build-

ings has been built next to Logomo, by 
the side of the railway and Köydenpu-
nojakatu, and the second line is wait-
ing for execution. 

A new interesting area is the former 
Heikkilä barrack area, or the so-called 
Pihlajaniemi area, with plans for a 
new residential area of 5,000 peo-
ple. Senate Properties started sell-
ing plots in the area in August. The 
future construction of the new pas-
senger terminal will also relocate the 
operations of both shipping compa-
nies operating ships to Sweden into 
the new terminal building, thereby 
releasing the areas currently used for 
new construction purposes. The first 
alternatives for the Linnaniemi area 
have already been received through 
competitive bidding that attracted as 
many as 127 proposals.

LINNANFÄLT AREA

KIRSTINPUISTO HAMBURGER BÖRS
(300 ROOMS)

ORIGINAL SOKOS HOTEL
KUPITTAA (196 ROOMS)

NEW HQ OF 
TURKU ENERGIA

LÄNSIKESKUS

PUKKILA
RATAPIHA

MAJAKKASAIRAALA 
HOSPITAL

KAKOLANMÄKI

PIHLAJANIEMI AREA

EDUCITY CAMPUSNEW HQ 
OF KELA

PHOTO: ORIGINAL SOKOS HOTEL KUPITTAA / COPYRIGHT WELLU HÄMÄLÄINEN

Name

Residential property 
(75 rental apartments)

KELA office property

Teknologiakiinteistot Oy 
(4,18%)

Former garrison properties

Tuorla Observatorio 
(16 buildings)

Retail property

Property type

residential

office

office

other

other

retail

City

Turku

Turku

Turku

Turku

Kaarina

Parainen

Buyer

ICECAPITAL Housing Fund V Ky

Conficap Oy

Hemsö Fastighets AB

Monopoli Oy

Tuorlan Tähtitornit Oy

Cibus Nordic Real Estate AB

Seller

Bonava Oy

The Social Insurance Insti-
tution of Finland (KELA)

Veritas Pension 
Insurance

University Properties of 
Finland Ltd (SYK)

University Properties of 
Finland Ltd (SYK)

Private Investors

MAJOR CONSTRUCTION PROJECTS 
AND DEVELOPMENT AREASMAJOR TRANSACTIONS MADE IN TURKU REGION IN 2020
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OULU
Several significant property devel-
opment projects are currently under 
development and construction in 
Oulu, showing the city’s future direc-
tion. Otherwise, the market is recov-
ering from the spring and returning to 
its normal situation. 

The former municipal centres located at 
the borders of the region are expected 
to attract more interest as residen-
tial areas. The renovation of highway 4 
to the north of Oulu will be completed 
in 2020, improving the accessibility of 
Haukiputaa region, amongst others. The 
plans to improve the condition of high-
way 20 aim at better accessibility of the 
Kiiminki region. The municipal centres 

located south of Oulu can already be 
reached through fast traffic connections.

SIGNIFICANT DEVELOPMENT 
PROJECTS READY TO START 
Several interesting projects are still 
waiting to start in Oulu. The market 
square hotel project has halted since 
the completion of underground frame 
construction and, combined with the 
coronavirus situation, the various 
phases of the project reduce its credibil-
ity since the building permit will expire 
at the end of the year. Furthermore, the 
deadline for construction as required 
by the land lease agreement already 
expired once in June last year, but was 
then extended until the end of 2020. 

The comprehensive renovation of the 
market hall has been completed, offering 
a good location for specialty goods stores 
in a traditional commercial location. The 
Allas Sea Pool project on the shore of the 
market square is waiting to see how the 
society’s situation is developing. 

In addition to a couple of hotel projects 
and Allas Sea Pool, a new theme park 
project is being planned in Hietasaari. 
Combined with the tourism investments 
in Kempele, this would increase the 
attraction of the Oulu region as a travel 
destination. The search for a developer 
and executor of the new guest marina 
and its auxiliary services in the Ranta-
Toppila district is also in progress. This 

project would utilise Oulu’s location by 
the sea and improve its attractiveness 
as a boating city.

The reservations of the retail plots in 
the Oulunportti business area have 
been extended by a year, extending 
the wait for the development of the 
city’s southern region. The plot reser-
vations are currently valid until 31 May 
2021. One operator has already given 
up its plot reservation and another has 
changed its reservation to be substan-
tially smaller. Just one original plot 
reservation has been finalised and 
the store built on the plot has been 
opened.

Nokia Solutions and Networks Asset Man-
agement are planning new product devel-
opment and production facilities in Rusko 
or Linnanmaa districts. Plot reservation 
in Ruskonselkä is valid until the end of 
October 2021, if the city of Oulu contin-
ues the reservation. However, the com-
pany has now also applied for a new plot 
reservation of approximately ten hec-
tares from Linnamaa for the premises

New construction projects in the city centre are 
waiting to start, while the accessibility of old 
municipal centres has improved.

THE CITY CENTRE’S OFFICE 
MARKET IS IN TRANSITION
Short-term office premises leasing is 
expected to remain challenging, in par-
ticular with regard to long lease agree-
ments. Remote work is expected to 
increase and have an effect on the need 
of businesses for office premises. Ten-
ants also seek to negotiate more flexi-
ble lease agreements. On the other hand, 

VISION OF KAIJONHARJU SUBCENTER AS PRESENTED IN LINNANMAA-KAIJONHARJU URBAN RENEWAL DESIGN PROJECT IN 2019 
BY CITY OF OULU AND SITOWISE LTD. VISUALISATION BY GRAPHROOT.
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floor. The scarcity of car parking spaces 
has been a hindrance for the leasing of 
office premises in the city centre. Should 
remote work become a more estab-
lished practice, the need for car parking 
spaces will be reduced. This might make 
the city centre an interesting option for 
more office users. The demand for vari-
ous kinds of parking space management 
services is likely to increase, and this will 
allow tenants to achieve more efficient 
business premise costs as well.

SPECIALTY GOODS STORES ARE 
SEEKING NEW PREMISES IN THE 
SUBURBS — THE CIRCULATION OF 
RETAIL PREMISES CONTINUES 
IN THE CITY CENTRE
The leasing market of retail premises 
remains unchanged. The Kauppakortteli 
Pekuri city block in the centre still offers 
some attractive retail premises. As the 
tenants seek new premises, the circula-
tion of the retail premises continues in 
the city centre. Bringing new operators 
into the city is possible, but uncertain. 
Shopping centres and areas located out-
side the centre continue to provide good 
alternatives to retail premises tenants.

Many specialty goods stores are often 
located in inconvenient premises in the 
suburbs. This has led to many operators 

bold office users may benefit from the 
market situation and get a good deal 
with the best location for them. These 
changes increase the user-specific invest-
ment needs in the offices located in the 
city centre because the need for new and 
efficient multi-purpose office spaces is 
increasing due to remote work becoming 
more common. Many of the old business 
premises in the city centre are not suita-
ble for this way of working, which means 
that investments in new business prem-
ises can lead to a significantly improved 
position in the tenant market.

KPMG moved to the Kauppakortteli 
Pekuri city block owned and redevel-
oped by Trevian. It has 800 sqm of prem-
ises on the fourth floor, and a Uniresta 
restaurant has been opened on the top 

Jaakko Ervasti
Regional Manager
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+358 40 651 6343

jaakko.ervasti@newsec.fi

trying to find more convenient premises. 
Often, the only option is to renovate 
an old property or develop an entirely 
new project. The shopping areas built in 
the 1970s in Rajakylä and Myllyoja, for 
instance, are taking new development 
steps. Arina and Kesko are the principal 
operators in both areas. Other suburban 
services are also located in the premises.

A new 5,500 sqm Motonet store is under 
construction in the shopping block area 
that is being developed by Rihaha-
rju. The other two blocks in the area 
are reserved for Terwa Kiinteistökehi-
tys Oy and EF-Training Oy, that plan to 
build a 2,000 sqm gym in the area. A 
new Puuilo store completed recently in 
the corner of Raitiotie and Gneissitie in 
Rusko. 

The rental apartment market of new 
and newish apartments continues to 
be good, and the occupancy rates 
are high. The rental apartment mar-
ket is hot in the Linnanmaa/Kaijon-
harju/Ritaharju area as students are 
getting back into the city. The reduc-
tion in construction volumes heats up 
the market even further. In terms of 
emerging rental apartment regions, 
the new projects in Välivainio are an 
interesting addition to the market. 
The Toppilansalmi area should also be 
kept in mind when seeking investment 
opportunities.

The heating up of the market bene-
fits owners of older apartments. The 
tenants are still very discriminating, 

which requires that the apartments 
be kept in good condition in order 
to succeed in the market. The occu-
pancy rates in Rajakylä, Meri-Toppila 
and Kaukovainio remain clearly lower 
than elsewhere. Of these areas, Kau-
kovainio should be kept in mind in the 
medium term. 

Kaukovainio is being developed in a 
pilot project aimed at the develop-
ment of solutions to support urban 
low-carbon goals. The objective is to 
construct new projects in Kaukovainio 
as near-zero-energy buildings. These 
investments increase the value of the 
area for tenants, which also benefits 
the renting of older apartments and 
changes the resident base in the area.

There is still a shortage of school 
properties in the most popular resi-
dential areas, and temporary facilities 
need to be offered to the students. 
Teaching premises became available 
in Kaukovainio when the University of 
Applied Sciences relocated, and the 
City of Oulu has leased these prem-
ises for use as temporary premises for 
elementary school pupils. A limited 
volume of investment properties will 
become available for investors spe-
cialising in social property investment 
in terms of school construction. The 
development of residential areas will 
also increase the demand for retail 
premises in residential areas, which 
provides interesting possibilities for 
property investors.

On 28 April, the University of Oulu 
decided to start project planning for 
the moving of the university from Lin-
nanmaa to Raksila. The discussion on 
the university moving from Linnan-
maa to Raksila is causing uncertainty 
in the property market in the city 
centre and central parts of Oulu. The 
uncertain situation is affecting leas-
ing of commercial properties, resi-
dential construction and thecommer-

cial properties in the Linnanmaa sub-
market. 

If the university moves to Raksila, 
there will be a clear drop in demand 
in the Linnanmaa area and, on the 
other hand, demand will increase in 
Raksila and in the centre. If the relo-
cation happens, it will have a signifi-
cant impact on the development plans 
of both Raksila and Linnanmaa. 

The residential market 
is active, and the 
developing areas 
bring new investment 
opportunities.

RAJAKYLÄ

The most optimistic estimates of the 
project’s schedule are unlikely to 
come true. Unfortunately, the uncer-
tainty may continue and the situa-
tion may become prolonged. Perse-
verance is needed in particular with 
regard to Linnanmaa. The Raksila and 
central areas are interesting for prop-
erty investors and tenants in any case.

PHOTO: UNIVERSITY OF OULUOULU UNIVERSITY CAMPUS AREA
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JYVÄSKYLÄ CITY CENTRE 
UNDER DEVELOPMENT
The supply of rental apartments has 
increased substantially in Jyväskylä 
over the past 12 months. The rental 
apartment market has changed partly 
into a tenants’ market. Brisk construc-
tion of rental apartments has also 
divided the market, affecting the pricing 
of the rental apartments in the poorest 
condition. The strongest demand still 
focuses on the city centre. Jyväskylä is, 

nying services, such as a day-care centre 
and housing for senior citizens.

New premises are under construction 
in Jyväskylä’s office market. The first 
phase of the Business Garden con-
structed by Peab in the Kangas area 
was completed at the beginning of this 
year, adding to the supply of office 
spaces. The first-phase investor is Fen-
nica Properties I non-UCITS Fund and 
the leased area is just over 10,000 sqm. 

however, an important student city, and 
students in particular also want apart-
ments in other areas as well.  

Residential construction continues 
briskly, and new, large residential areas 
are finding their position in the market. 
New areas are also being planned at high 
speed. The planning of the former depot 
is in progress in Kuokkala. A residential 
area of approximately 600 inhabitants is 
planned for the area, with the accompa-

YIT has also started the construction of 
the Kankaan Arkki office property early 
this year. With a total area of approxi-
mately 7,000 sqm, the project is set to 
be completed in early 2021. Kielo Ab has 
also announced plans for a new Innova 
3 office building of approximately 8,500 
sqm in Lutakko.

The 40-hectare industrial and logis-
tics area detailed plan in Eteläportti 
was approved in August last year. The 

most prominent plots along the motor-
way have already been reserved and the 
remaining plots seem to be in demand, 
too. Wind turbine gearbox manufacturer 
Moventas Gears Oy is already operat-
ing in the area. Most of the area's infra-
structure is ready, which will enable 
even rapid construction.

The two biggest projects in Jyväskylä 
are the Hippos2020 and Jyväskylän 
sydän (=Heart of Jyväskylä) projects. 

Hippos2020 comprises a new multi-
purpose arena, an arena centre, a foot-
ball centre, a gymnastics building and 
a sports centre, among other things. 
The project is still waiting for inves-
tors. Jyväskylän sydän project, on the 
other hand, will create a new arts and 
culture centre in the core of the city. A 
new building is planned to be built inside 
the Valtiontalo block to house a concert 
hall, the city library, an art museum and 
a handicrafts museum. 

JYVÄSKYLÄ AREENA PHOTO: PES-ARKKITEHDIT OY
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In spite of the seating restrictions appli-
cable to restaurants, several new res-
taurants have already occupied or will 
occupy the vacant premises in the 
centre. Friends & Brgrs and Itsudemo 
opened this spring. Vacant retail prem-
ises have also been converted into 
offices; in Jyväskeskus, for example, 
a retail premises was turned into an 
office for approximately one hundred 
GoFore employees. An IKEA Planning 
Studio, a new concept by the company, 
is also being constructed in the city cen-
tre. Domestic tourism rose to all-time 
highs all around Finland, and this was 
also seen partly in Jyväskylä. The high-
est visitor numbers were not reached 
due to the cancellations of events, how-
ever. The cancellation of the World Rally 
Championship, for example, had a defi-
nite regional impact. 

NEW RING ROAD DRAWING IN 
LOGISTICS COMPANIES IN LAHTI
Several new rental apartment proper-
ties have been completed in Lahti in the 
past couple of years, and studios, in 
particular, have increased their share 
of the stock due to high demand.

The conversion of old industrial and pro-
duction areas into residential use con-
tinues in Lahti. The first new apartment 
buildings in the Asko area are set to be 
completed in the first half of this year. 
Construction in the Starkki area, on the 
other hand, was supposed to begin last 
autumn, but it has not started even now. 
Isku is downsizing its operations, and a 
large part of the properties in Lahti’s 
Isku area have already been developed 
for some other use, such as a campus of 
the LAB University of Applied Sciences. 
The trend of repurposing existing prem-
ises is likely to continue.

Investors are becoming more and more 
interested in logistics with the ring road 
set to be completed by the end of 2020, 
further strengthening Lahti's position as 
a logistics hub. One of Finland's largest 
logistics companies, Alfaroc, signed a ten-
year lease for a 26,000 sqm logistics cen-
tre in Kujala at the beginning of 2019. The 
first phase was completed last autumn 
and the construction of the second phase, 
expected to be completed this year, is 
already under construction. Another sig-
nificant logistics project in Lahti is the 
renovation of Luhta’s logistics property 

of approximately 20,000 sqm in Nastola. 
Fazer is also investing in Lahti with the 
new 4,000 sqm xylitol factory that is set 
to be completed in autumn 2020.

KUOPION PORTTI BEING 
COMPLETED ONE PHASE AT A TIME
In Savilahti, Kuopio's top development 
area, the construction of the Savo Con-
sortium for Education campus began 
in the first half of this year. The gross 
area of the campus is just under 30,000 
sqm, and the total budget of the project 
is EUR 74 million, of which EUR 60 mil-
lion will be spent on construction. 

The second phase of Kuopion Portti, 
another significant project, is under 
construction in Kuopio. The first phase 
of the project was completed in the first 
quarter and the second phase, that is 
currently under construction, is set to 
complete in 2021. The first-phase offices 
are already fully leased, and more than 
half of those in the second phase have 
also been leased. The construction of 
the third phase is set to begin this year 
as well. In addition to offices, Kuopion 
Portti will have more than 200 apart-
ments on the floors above the offices. 

The number of property investments 
has been low. A significant property 
transaction was completed in Kuopio 
when Autokiinteistöt Laakkonen Oy sold 
seven car sales properties to Fastighets 
AB Balder, a Swedish property investor. 
One of the properties is located in Kuo-
pio, but the vast majority of the proper-
ties are in Tampere.

CENTRE OF VAASA IN TURMOIL
The most significant structural change 
in Vaasa is the Smart Technology hub, 
Wärtsilä’s research, product develop-
ment and production centre compris-
ing over 58,000 sqm gross. The Smart 
Technology Hub will become an impor-
tant part of Wärstilä’s international net-
work of centres of excellence. Wärtsilä 
will be relocating to the new premises 
by the end of 2021, after which a signifi-
cant amount of office space will become 
available in Runsor. Wärtsilä’s decision 
to centralise its operations in Vaskiluoto 
will also impact the city centre, as the 
move will vacate approximately 100,000 
sqm of production facilities there, allow-
ing the area to be developed.

The Vaasa grid plan area is expanding 
with the construction of the Ravilaakso 
area to the south of the centre. Earth-
work has already begun, and the con-

struction of the first block is expected 
to begin during this year. The area is 
intended to provide accommodation for 
more than 2,000 residents.

At the beginning of the year, Finnish 
Minerals Group, owned by the state of 
Finland, announced that it will be open-
ing two factories in Finland for the pro-
duction of materials needed in the lith-
ium batteries of electric cars, among 
other things. Kotka, Hamina, Vaasa and 
Kokkola are the candidates for the loca-
tion of the factories. In Vaasa, the facto-
ries would be built in an area of approxi-
mately 100 hectares located to the east 
of the airport in the Laajametsä indus-
trial park near the border of Mustasaari. 
The planned industrial park is not 
located by the coast; the Port of Vaasa 
is approximately 17 km away. 

The two new, large-scale retail units 
that have been in the planning stage for 
years in Liisanlehto took a significant 
step forward when the new detailed 
plan was approved in the summer of 
2019. Osuuskauppa KPO announced it 
would immediately begin more detailed 
planning of the new Prisma department 
store. The demolition of the concrete 
element factory on the Prisma plot and 
removal of contaminated soil are fin-

ished and the actual construction has 
started this summer. The construction 
will take 1.5–2 years. A K-Citymarket 
store is being planned for the other plot.

Wasa Station, a major, national project, 
moved forward last year when YIT and 
Odyssey Hotel Group made a prelimi-
nary agreement regarding an area cov-
ering 7,000 sqm. The plans involve the 
construction of a hotel with 200 guest 
rooms and a shopping centre span-
ning more than 20,000 sqm. The pri-
mary tenant, Kesko, has already signed 
a preliminary lease agreement. YIT has 
announced plans to begin construc-
tion when the retail and service space 
occupancy rate exceeds 65 per cent. 
The slow decision-making of the city of 
Vaasa adds to the uncertainty of the 
project. According to the plan, the city 
is the intended owner of the property's 
music and conference facilities, but its 
tight financial situation has hindered the 
project's progress.

UNDERGROUND PARKING 
FACILITY DIVIDING OPINIONS
IN HÄMEENLINNA
The market in Hämeenlinna continues to 
be expectant, and the waiting will con-
tinue even longer. The restaurants of 
the Goodman shopping centre closed 

LAHTI

KUOPIO

PHOTO: LAB-UNIVERSITY OF APPLIED SCIENCES, LAHTI CAMPUS

PHOTO: LUON SAVILAHTI CONSORTIUM. (LUKKAROINEN 
ARKKITEHDIT OY AND ARKKIEHTITOIMISTO ON OY)
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at the same time as other restaurants 
in Finland. Fashion retailer New Yor-
ker occupied the former Anttila depart-
ment store space in the Goodman shop-
ping centre last autumn. At nearly 
2,000 sqm, it is New Yorker's largest 
retail space in Finland. The occupancy 
rates have probably started to increase 
slightly during the summer.

The city council of Hämeenlinna decided 
in September this year, that there is not 
enough prerequisites for the construc-
tion of a new parking facility under the 
market square. The project was called 
off due to lack of commitment of pri-
vate actors and due to financial pres-
sure to the municipality’s financial sit-
uation caused by COVID-19. The obli-
gation parking spaces will be assigned 
to existing parking facilities and other 
plots. The underground parking facility, 
however, remains as a reservation in the 
new updated detailed plan. 

In Keinusaari, special investment fund 
OP-Palvelukiinteistöt is constructing an 
office building of approximately 5,000 
sqm, and the main user will be Senate 

An environmental permit was granted to 
Harjavalta battery factory, allowing its 
operations to start. The factory is likely 
to improve employment in the area.

The City of Pori opened a marketplace 
for plots in June, allowing private plot 
owners and potential buyers to buy and 
sell plots. The service is intended for 
residential as well as retail and indus-
trial plots. The system promotes liquid-
ity and transparency in the market.

DEVELOPMENT FOCUS 
SHIFTING TO THE TRAVEL 
CENTRE IN SEINÄJOKI
Seinäjoki has traditionally been a busy 
city in the summer due to its many 
events, but suffered this year from the 
cancellations. 

As the construction in the city centre is 
completed, the development focus will 
shift to the area around the travel cen-
tre. Work there commenced already in 
summer 2019 with tree felling and the 
removal of unused rail tracks. In the 
general plan completed at the beginning 
of 2018, the project included more than 

Properties. Another significant ongoing 
office property project is the expansion 
of the logistics centre owned and occu-
pied by Tammer Brands in Moreeni with 
its approximately 15,000 sqm. 

PORI’S PLOT MARKETPLACE 
BRINGS DRIVE TO PLOT
TRANSACTIONS
The property market in Pori has become 
even more polarised, and the property 
market must be reviewed by area. 

In addition to making the city centre 
more vibrant, the most important pro-
jects in Pori include the infrastructure 
and road projects: Pohjoisväylä, Pap-
pilanpuistikko, Koillistuulentie and Län-
siväylä. These projects are an impor-
tant part of creating a safe road net-
work for the city. They also stimulate 
the demand for logistics and industrial 
properties. No major construction pro-
jects are in progress at the moment.

Biltema’s store in Mikkola, Pori, will be 
delayed by one year. Biltema planned 
to open its store this autumn, but the 
schedule has been delayed.

100,000 sqm of floor area with apart-
ments for 1,500 residents, an arena 
and a conference centre, offices, retail 
premises and a hotel. 

Finland's third Ideapark retail park 
was completed in the Jouppi area last 
autumn and is attracting visitors from 
all over Southern Ostrobothnia. Idea-
park was fully leased when it opened 
and has introduced new shops to Seinä-
joki. Some of the shops have relo-
cated from the city centre, which has 
increased the vacancy rate of retail 
properties in the centre, at least for 
the time being. However, there is still 
demand for retail premises in the cen-
tre in the long term, and vacancy is 
expected to decrease to its former level 
as the city centre and the travel cen-
tre area become more vibrant. The ten-
ants of the Lehtinen shopping centre 
will move to the centre due to demoli-
tion of the building, which offers some 
compensation for the vacant prem-
ises. Plans are to demolish the Lehtinen 
shopping centre next year, and eight 
blocks of flats are being planned to 
replace it. The current tenants of the 
shopping centre are offered new retail 
premises in the centre.

The City of Seinäjoki and Kesko have 
agreed that the heat station in Kasperi 
will be replaced with an K supermarket. 
The future retail property would replace 
Kasperi’s old K-Market store and also 
include a fuel distribution point. Kesko’s 
goal is to receive a permitted building 
volume of 3,000 sqm for the plot.

GROWTH IN TOURISM CONTINUES 
TO BOOST PROPERTY MARKET IN 
ROVANIEMI
The Rovaniemi property market relies 
heavily on the growing tourism that 
largely stopped, at least in the begin-
ning of the coronavirus pandemic. 
Domestic tourism stimulated the mar-
ket in the summer at least. The expan-
sion of the Rovaniemi airport was com-
pleted in time for the Christmas season 
last autumn. 

The Rovaniemi housing market is being 
challenged by short-term rental options 
provided by operators, Airbnb in par-
ticular. Some of these operators made 

permanent lease agreements for apart-
ments or considered selling the apart-
ment due to the sudden drop in the 
number of visitors. Rovaniemi has the 
most apartments in use on Airbnb per 
capita in Finland. The Articles of Asso-
ciation of some residential properties 
under construction or in the advance 
marketing stage now prohibit short-
term renting. 

The interruption of the construction 
of the Kymppikortteli in the centre by 
Lehto due to the market situation is an 
example of the challenging nature of the 
market.

In the office market, there is a shortage 
of larger leasable spaces because the 
city administration has had to relocate 
to other facilities due to a large-scale 
renovation at the town hall. 

New retail spaces are being built at a 
steady pace. The Minimani chain is con-
structing the second largest retail unit 
in Northern Finland for its own use. 
Kärkkäinen has also bought the lease-
hold for a plot owned by the city on 
Teollisuustie. A detailed plan application 
for the plot has been filed. 

AIRPORT DEVELOPMENT 
IN LAPPEENRANTA
The Scandic City hotel, formerly Cumu-
lus, vacated its property in the city 
centre late last year. According to the 
owner, the property is in poor condition 

and will be renovated to house a new 
hotel operator. Possibilities of exten-
sions are also under analyses.

In Lappeenranta’s Hiessilta area, Mutual 
Pension Insurance Company sold the 
Kodinkeskus shopping centre to Suomen 
Liikekiinteistöt SLK Oy. The transaction 
concerned the plot of approximately 4.5 
hectares and the existing commercial 
buildings with a floor area of approxi-
mately 15,800 sqm. The property is fully 
leased to retail trade operators, such as 
Tokmanni and Puuilo.

The Lappeenranta transaction market 
was quiet during the first half of 2020 
and last year. Senate Station Proper-
ties Ltd, a subsidiary of Senate Proper-
ties founded at the beginning of 2019, 
bought properties adjacent to the rail-
way stations of 22 localities from Senate 
Properties, VR Group and the Finnish 
Transport Infrastructure Agency. The 
purpose of this centralised ownership 
is to facilitate the development of the 
areas around the railway stations. The 
areas adjacent to the Lappeenranta rail-
way station are among the areas to be 
developed by the new company.

SEINÄJOKI PHOTO: OOPEAA
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