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Newsec estimates that the transaction 
volume, which indicates property mar-
ket activity, will be around EUR 6.5 bil-
lion in 2020 and will decrease to EUR 
6 billion in 2021. The disparity between 
supply and demand is pushing the trans-
action volume close to the long-term 
average. We are no longer expecting 
the kind of billion-euro platform trans-
actions that boosted volumes in previ-
ous years to occur on the same scale.

Low interest rates are encouraging 
investors to further increase the share 
of property investments in relation to 
other asset classes in their portfolios, 
which is pushing certain kind of inves-
tors to buy rather than sell.

Low yields are reflected in the demand 
in the Helsinki Metropolitan Area. Areas 
outside the city centre with improved or 
developing public transport infrastruc-
ture are attracting investors because 
yields are higher there compared to city 
centre properties. The best submar-

kets outside the city centre and in other 
growth cities are increasingly appealing 
because they offer relatively high yields 
with moderate risks. The office submar-
kets in Keilaniemi and Leppävaara, for 
example, were very active last year.

In addition to the Helsinki Metropolitan 
Area, property investors are interested 
in university cities. This applies to both 
domestic investors and a growing num-
ber of international investors, particu-
larly with regard to prime properties. 
The meagre supply of good properties is 
also a hindrance in these areas. Trans-
action volumes in university cities are 
expected to decrease due to the small 
number of large-scale portfolio trans-
actions and the scarcity of high-quality 
individual properties.

Of all property categories, investors are 
particularly interested in logistics and 
residential properties at the moment. 
Large retail properties are still consid-
ered a challenging category, despite the 

fact that nearly a quarter of the trans-
action volume of 2019 was invested in 
retail properties.

CORPORATE RESPONSIBILITY 
MEASURES AND REPORTING 
INCREASING DUE TO 
ENVIRONMENTAL CONCERNS 
An increasing number of operators in 
the property sector have announced or 
are about to announce their carbon neu-
trality goals in 2020. At the same time, 
there has been a significant increase in 
the number of property investors and 
financers reporting their environmen-
tal and social responsibility and man-
agement practices. With growing inter-
est and development regarding report-
ing, many practices linked to corporate 
responsibility will see an increase in the 
industry. Forerunners acknowledge that 
sustainable solutions are also profitable.

Newsec has taken an important step 
towards achieving carbon-neutral 
offices by signing the Net Zero Carbon 
Buildings Commitment. The commit-
ment means that energy consumption in 
Newsec's facilities will be carbon neutral 
by 2030. The measures for achieving 
carbon neutrality exist and are already 
available, and with this commitment 
Newsec wants to set an example to cli-
ents and stakeholders.

RECORD HIGH RENTS IN OFFICES
Demand for office premises is strong in 
Helsinki city centre and rent levels for 
good premises, which are already at a 
record high, are expected to increase 
even further. Occupancy in good offices 
in the city centre is relatively high, 
and supply is scant among modern 
office premises. The rate of construc-
tion of new offices in other significant 
office submarkets, such as Kalasatama 
and Pasila, is not sufficient to have an 
impact on the city centre's position and 

rent level. Anyone wanting an office in 
the prime location of the capital must 
be willing to pay for it. 

The criteria used by tenants when 
selecting office premises have changed. 
Offices are more often seen as a recruit-
ment tool, with companies competing 
for the best and most talented employees. 
Intelligent work environments, or ‘smart 
offices’, and healthy indoor environment 
certificates are much talked about but are 
not yet visible in the market.

Coworking solutions are still seeking 
their place in Finland. Coworking prop-
erties are currently located near city 
centres, but users are also interested in 
spaces located in residential areas out-
side the centre. Some shopping centres 
outside city centres already offer or will 
offer coworking spaces. 

MAJOR REGIONAL DIFFERENCES 
IN THE RETAIL PROPERTY 
SECTOR
The competition between retail prop-
erties for attracting tenants intensi-
fied further in the Helsinki Metropoli-
tan Area when the Mall of Tripla opened 
in Pasila in October 2019. There is now 
an oversupply of retail spaces located 
in shopping centres, and the competi-
tion has forced owners to take action in 
order to stand out. The growing compe-
tition and the omni-channel retail have 
increased the pressure to lower rents 
in the Helsinki Metropolitan Area. The 
oversupply will even out in time, and 
areas like Pasila and Kalasatama, for 
example, will continue to develop until 
2040, expanding the catchment area 
of both the Mall of Tripla and the REDI 
shopping centre by increasing the local 
customer base and purchase power. 

The atmosphere in the retail property 
market is expectant at the moment. 
Ongoing projects are being carefully 
analysed and new ones may be post-
poned until conditions improve.

Investors are very selective when it 
comes to shopping centres, and shop-
ping centre management needs very 
active approach. In shopping cen-
tres, investors look for daily consumer 
goods stores and everyday services, 

or other anchor tenants that support 
one another and generate footfall. In 
large shopping centres, these anchors 
can be experience-based operators, for 
example. There are considerable vari-
ations within the sector, however; gro-
cery retail properties remain an attrac-
tive investment, whereas investment 
demand is weaker for shopping centres 
that are more challenging in terms of 
location or the services on offer.

DEMAND FOR 
LOGISTICS PROPERTIES
There is strong demand for small and 
medium-sized premises and speciality 
premises in the logistics occupier mar-
ket. However, investors lack the courage 
to build multi-tenant properties, and 
there is little speculative construction.

At the same time, third-party logistics 
operators in particular cannot commit 
to long leases because of their clients, 
causing lease periods to shorten consid-
erably. Major logistics players can, how-
ever, also sign longer leases because 
they have already established their posi-
tion in the market.

A logistics space must suit the tenant's 
needs. Properties with a height of 8–10 
metres, or even higher, are in demand 
because the rent per pallet is then lower. 
Tenants often want an expansion option, 
which might be problematic from the 
lessor's point of view if it means that 
spaces need to be kept vacant for any 
length of time.

Miro Karttunen
Head of Property Asset Management

Newsec in Finland
+358 40 193 1042

miro.karttunen@newsec.fi

Investor demand for logistics properties 
spans from warehouses to light indus-
trial facilities. Logistics prime yield has 
dropped in Finland, almost reaching the 
level of the rest of the Nordic countries, 
which is close to 5 per cent. The com-
posite European logistics prime yield 
fell during 2019 to a historic low of 4,95 
per cent, and in Germany, for example, 
the logistics prime yield was at 3.7 per 
cent. It is still about one percentage 
point higher than in other property cat-
egories. 

HOUSING MARKET ATTRACTING 
INTERNATIONAL INVESTORS
Tenant demand for housing is high in 
growing areas, and vacancy rates are 
close to the minimum. There is also 
demand for larger apartments. A great 
number of new apartments will be com-
pleted in 2020 and will blend in well 
with the current market, particularly in 
growth centres. In some regions, the 
large construction volume is reflected in 
the plateauing of rents, and finding ten-
ants may be difficult in areas with nega-
tive net migration.

Demand for housing investments contin-
ues to grow. Both domestic and interna-
tional investors are interested in rental 
apartment buildings. We believe that 
yields will compress further due to high 
demand, and as the rate of new con-
struction slows down.

SUPPLY DOES NOT MEET DEMAND 
IN THE INVESTMENT MARKET
Due to the higher yields and a more stable operational environment compared 
to other investment products, the property market remains an appealing 
investment sector. However, supply is not keeping up with demand.

Mikko Tenhola
Head of Advisory

Newsec in Finland 
+358 40 500 1310

mikko.tenhola@newsec.fi
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According to the latest estimates by forecasting institutions, Finland's 
average GDP growth in 2019 was 1.5 per cent. The most recent predic-
tions concerning 2020 are around 1 per cent. Despite the weakening 
global economy, economic growth remained favourable in Finland in Q3. 
Both international and domestic indicators gauging the level of confi-
dence among companies and consumers have fallen in most countries, 
and growth is estimated to rest even more on private consumption. The 
United States economy continues to grow, as does that of Europe, albeit 
at a significantly slower pace. Uncertainties surrounding trade policy 
are changing almost weekly, which reflects on the overall mood and is 
manifested in fluctuations in the stock exchange rates.

FINLAND’S ECONOMIC GROWTH RESTING ON CONSUMPTION
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Jouko Kangasniemi
Economist

Economic Policy
Confederation of Finnish Industries

WEAKENING GLOBAL ECONOMY
The global economy has clearly slowed 
down, and certain indicators show 
that world trade has already begun to 
decline. The aggressive trade policies 
pursued by the United States create 
uncertainty, though the country's own 
economy has sustained its surprisingly 
fast growth. In Q3 2019, growth was 2.1 
per cent, and a rise of approximately 2 
per cent is predicted for 2020. Employ-
ment figures are strong, and the unem-
ployment rate has fallen to 3.5 per cent. 
Recent news concerning the trade war 
with China has been encouraging, but 
the uncertainty continues as good news 
tends to be followed by a surprise twist 
from the White House, which believes 
in the powers of protectionism. When it 
comes to China, the fundamental issues 
are that state subsidies are distorting 
competition, intellectual property rights 

are being ignored and technology trans-
fer enforcement practices are directed 
at foreign companies. 

Economic development in Europe has 
been weak and growth numbers are 
hovering around 1 per cent across the 
entire EU. Export demand and indus-
trial production – on which Germany 
relies – are in decline. This weakening 
has already spread beyond the automo-
tive industry. At the beginning of the 
year, Germany only just avoided sliding 
into recession, and its GDP is predicted 
to grow only approximately 0.5–1 per 
cent in 2020. The 2019 growth is likely 
to show similar figures. According to 
the latest forecasts, Finland’s important 
trading partner Sweden has one of the 
slowest growths in Europe, the same as 
Germany; its growth projection for 2020 
is around 1 per cent. The Conservatives’ 

win in the UK means that Brexit will go 
ahead at the end of January. However, 
the prolonged uncertainty has led to 
frozen investments, and the country's 
GDP growth is now just above 1 per cent.

FINLAND'S GDP GROWING IN Q3
Economic growth in Finland took a 
somewhat surprising upward turn in Q3 
2019 when the GDP grew 2.2 per cent 
compared to the same period the pre-
vious year. Private consumption was 
the most significant factor in this pos-
itive development supported by net 
exports, thanks to the strong growth 
experienced by service exports. Invest-
ment development has been subdued 
but investments in intellectual prop-
erty products were strong in Q3. The 
GDP grew a total of 1.4 per cent in Jan-
uary–September compared to the pre-
vious year. According to forecasting 

institutions, economic growth for the 
entire year 2019 will be around 1.5 per 
cent, barring any major surprises in Q4 
or significant downward adjustments of 
the preliminary figures. When economic 
growth predictions are based on calen-

dar years, the timings of upturns and 
downturns are very significant. The pos-
itive development of autumn 2019 there-
fore promised a good start to 2020. 
According to the consensus estimate 
put forward by the forecasting institu-
tions, the Finnish economy will grow by 
just over 1 per cent in 2020. The list of 
risk factors increasing uncertainty is 
exceptionally long, however, as trade 
policy, China's economy, monetary pol-
icy adjustments in Europe and the US, 
potential asset bubbles and various geo-
political juxtapositions around the world 
may also mean weaker development for 
countries with a small, open economy 
like Finland. At the beginning of Decem-
ber, a new government was formed in 
Finland. It will continue with the pre-
vious government's programme, fac-
ing the same challenges of stimulating 

the public economy and increasing the 
employment rate. Resisting the pres-
sure of increasing public spending relies 
on good employment development and 
there is no help coming from the rest of 
the world.

EXPORTS SLIGHTLY STRONGER 
COMPARED TO PREVIOUS YEAR
Statistics released by Finnish Customs 
reveal that the export of goods grew 
both in value and in volume in Janu-
ary–October 2019 by approximately 2.2 
per cent compared to the same period 
the previous year. This growth is mostly 
based on a low reference level rather 
than strong recent development. The 
export of processed metal and vehi-
cles experienced strong growth all year, 
and the Q4 statistics will also include a 
cruise ship delivery. Food exports have 
also experienced positive development. 
In the chemicals industry, exports have 
remained roughly the same, and there 
was a slight decline in forestry exports. 
The value of exports to Finland’s biggest 
export partner, Germany, has remained 
nearly the same around the start of 

this year, but exports to Sweden have 
increased slightly, as have exports to 
the United States. According to quar-
terly reports, the export of goods 
rose by 2.7 per cent in Q3 and service 
exports by a staggering 11 per cent com-
pared to the same period the previous 
year. Imports are also on the rise, but 
net exports affecting the GDP grew in 
Q3 due to the service exports. Only a 
small increase in net exports is expected 
in 2019 overall and this may well turn 
into a downwards trend in 2020.

LEADING INDICATORS BLEAK
Survey-based indicators predicting 
economic development in the coming 
months and reflecting the mood of both 
consumers and businesses have been 
on a nearly continuous downward trend 
since the turn of the year 2017–2018. 
Towards the end of 2019, some sort of 
plateau was reached. Finnish consum-
ers’ confidence in the country's eco-
nomic growth has clearly weakened, 
but confidence in personal economy 
remains fairly stable. According to the 
business tendency survey run by the 
Confederation of Finnish Industries, 
indicators for the confidence figures 
for companies fell back to their normal 
levels in the autumn following a boom. 
Expectations for the coming months 
are negative across nearly all indus-
tries. The lack of skilled workers has 
become more prevalent in recent years 
in Finland, as in many other countries. 
Towards the end of 2019, however, busi-
nesses estimated that poor demand was 
again the primary hindrance in produc-
tion growth.

Economic growth in Finland took a somewhat 
surprising upward turn in Q3 2019 when the GDP 
grew 2.2 per cent compared to the same period 
the pre vious year.
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One consequence of this weaker growth 
is that central banks look unlikely to 
meet their official inflation targets in 
the short term. The prospect of a pro-
longed low inflationary environment in 
Europe is having an increasing impact 
on financial policy, and by extension 
the predicted performance of the real 
estate market as we enter 2020. 

The key question being considered by 
economists and investors alike as we 
usher in the new decade is whether the 
European economy and real estate mar-
kets will see the same performance and 
trends that have been prevalent over the 
last decade, or will the beginning of the 
new decade be seen as a turning point?

From an economic perspective, we think 
the new decade is likely to see more 
positive developments in the Euro-
pean economies, underpinned by the 
strong foundations that have already 
been established: a robust job market, 
low interest rates, rising real household 
income, reduced Brexit uncertainty and 
the hope of a resolution to trade ten-
sions. As a result, we are hoping to see 
further strong performances in the real 
estate markets.

LOW INTEREST RATE SUPPORTS 
THE REAL ESTATE MARKET 
Despite the economic difficulties of 
2019, the European real estate market 
was able to build on its impressive per-
formance from the previous year. By the 
end of the year, transactional volume 
had reached EUR 279 billion, slightly 
higher (+2.0 per cent) than the 2018 
figure.

In many countries, particularly Germany 
and France, we saw another record year 
for investment.  Stock availability, and 

REAL ESTATE MARKET IN EUROPE

EUROPEAN MARKETS 
AT POINT OF INFLEXION

As 2019 drew to a close the mood in Europe was subdued, with the continent 
reflecting on a tumultuous year dominated by Brexit uncertainty and trade and 
political tensions. This culminated in the economy slowing more than expected 
overall in 2019, to a real GDP growth of only +1.1 per cent, compared to +1.9 
per cent in 2018. The main driver for this was the poor external environment, 
which has affected export-oriented economies such as Germany (+0.4 per 
cent) and Italy (0.2 per cent), both of which narrowly avoided a recession 
thanks to a good level of domestic demand. This performance contrasts with 
France (+1.2 per cent), the UK (+1.0 per cent) and Spain (+2.0 per cent), 
where the economies are oriented more towards domestic demand.

quality buildings in particular, is on the 
whole a more pressing issue in a mar-
ket where investor demand remains 
high. We expect interest in the market 
to continue throughout 2020 and, given 
the lack of products that meet core and 
core plus criteria, interest may translate 
into alternative and high yielding assets, 
such as logistics and beds. One reason 
for the strong performance in the Euro-
pean real estate market is the prevailing 
low bond yields.  

Historically, low interest rate policies 
have followed periods of economic 
downturn and low inflation. European 
bond yields fell consistently through-
out 2019, reaching record lows in most 
economies, including Germany’s 10-year 
bund yields, which plummeted to -0.75 
per cent in September. These low rates 
are having a negative impact on finan-
cial models and asset pricing. Despite 
these concerns, the basic situation 
would appear to support an ongoing 
period of low interest rates, which in 
the medium term should be kept down 
by expansive central bank policies, very 
moderate economic growth, low infla-
tion, ongoing risk aversion and the con-
tinued abundance of global liquidity. 

The persistency of low interest rates 
and negative bond yields is encourag-
ing investors to look at higher yielding 
assets, including real estate. BNPP RE’s 
European composite office yield at the 
end of 2019 was 3.2 per cent, over 300 
basis points above the price of German 
bunds. The size of this gap will persist 
for the time being, certainly throughout 
2020, and will prove attractive to those 
investors who require income rather 
than simple preservation of capital (the 
rationale for accepting a negative yield).
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Samuel Duah, PhD
Director, Head of Real Estate Economics

International Research

REAL ESTATE MARKET IN EUROPE

in the XXL range, a problem which is 
common across Europe. Speculative 
developments are not going to acceler-
ate, so there will be increased pressure 
on design & build solutions. For occupi-
ers, this represents a way of getting the 
products they want while avoiding steep 
rental increases resulting from specula-
tive developments. This may also lead to 
more markets opening up with equally 
good connectivity outside of the main 
hubs. 

The other issue caused by the labour 
supply problem is a difficult one to solve. 
Europe’s labour markets are recover-
ing, thereby forcing logistics compa-
nies to compete much harder for skilled 
employees, especially in the information 
technology sector, which drives e-com-
merce. Wage pressures, even in Eastern 
Europe where salaries are lowest, con-
tinue to accelerate and this may result 
in the introduction of predominantly or 
fully automated units. Again, this may 
lead to an increase in units in new areas 
with good connectivity and lower wage 
costs.

setting the expansion in Germany, so 
the aggregate lettings volume was 
down by 3 per cent in 2019. In the UK, 
the added complexity of Brexit means 
lettings are lower, at 2.27 million sqm 
compared to 2,64 million sqm in 2018. 
Developers are still waiting to see how 
the UK is going to exit the EU before 
making strategic decisions. Prime rents 
increased by 10 percent in 2019 to euro 
87/sqm/year in Birmingham and by 3 
percent to euro 170/sqm/year in London. 

The occupier market in France remains 
strong, driven by turnkey developments, 

which continue to represent more than 
a third of the total number of take-ups. 
Grade A supply stabilised, with few 
developments under way. Prime rents 
range from EUR 53–56/sqm/year in 
Greater Paris and EUR 43–48/sqm/year 
in the outer regions.In the Netherlands, 
take-up accelerated towards the middle 
of the year, growing by 20 per cent to 
reach 1.45 million sqm by the end of H1 
and 2.62 million sqm by the end of 2019. 
Prime rents in the Dutch city Venlo 
remain competitive at EUR 52/sqm/
year – this represents an increase of 11 
per cent, although this is still below that 
of many other markets.

Europe’s logistics occupier market in 
2020 will continue to be characterised 
by the same two issues as in 2019: a 
lack of new developments and labour 
supply problems. However, these issues 
will become more pressing. There are 
insufficient developments that meet 
new requirements, which are in demand 
in the e-commerce sector, particularly 

France posted investment volumes of 
EUR 6.3 billion and the Netherlands of 
EUR 3.4 billion. For France, this repre-
sented an increase of 90 per cent, while 
the Netherlands saw a decline of 40 per 
cent. Logistics investment is accelerat-
ing in France and yields of 4.0 per cent 
represent a compression of 75 basis 
points across the year. There is still 
potential for further reduction in French 
logistics in early 2020. Spain (EUR 1.8 
billion) was one of Europe’s most suc-
cessful logistics investment markets in 
2019. Investment grew 40 per cent in 
the year. Poland (EUR 1.1 billion) is also 

a growth market, although investment 
there fell by 40 per cent compared to 
the same period the previous year.

…SUPPORTED BY A STRONG 
OCCUPIER MARKET
This strong performance has been 
boosted by the booming occupier mar-
ket. Five markets – Germany, France, 
the UK, the Netherlands and Spain – 
account for the highest numbers of let-
tings in Europe. Germany is the largest 
lettings market and even despite the 
shortage, the lettings volume for 2019 
reached 5.2 million sqm, which is higher 
than that of 2018. Although Frank-
furt has had the largest lettings mar-
ket overall, Berlin is posting the highest 
rents at EUR 86/sqm/year*. 

In Germany, there is a very limited sup-
ply of new properties and users are 
seeking bespoke solutions, a trend that 
is common to the other four big Euro-
pean markets too. Slower lettings pro-
cesses in the other four markets is off-

Although volumes seem to be falling, 
logistics continues to be a favoured 
asset class, with the main attractions for 
investors being the strong pricing com-
pared to other property sectors and a 
greatly increased pool of liquidity. The 
combination of strong investor appetite 
and liquidity means we will continue to 
see yield compression, albeit at a slower 
pace, in key markets due to supply con-
straints. Unlike in offices, the difficul-
ties in increasing rent in logistics units 
will ultimately limit the amount of yield 
compression. 

This reduction is underpinned by the 
lack of supply, particularly when it 
comes to large units in Germany, which 
is also generating high demand for turn-
key developments. Activity is intensify-
ing in locations outside the main hubs 
where rents are lower and where it is 
easier to develop new units. There is 
still some scope for yield compression 
both in the principle German hubs and 
potentially outside of these too.

The composite European logistics prime 
yield for the markets we cover fell by 20 
bps across 2019 to reach 4.95 per cent 
in Q4 2019, a historic low for the sector, 
but still more than a percentage point 
above the other sectors. We expect 
these differentials to persist through-
out 2020.   

a historic high, with decline an inevita-
bility following two years (2017/18) of 
exceptional activity in the sector.

Stable investment across 2019 contin-
ues to reflect the difficulty that inves-
tors are experiencing when it comes to 
sourcing products. Supply constraints, 
especially for very large units, are par-
ticularly evident in Europe. The lack of 
XXL warehouses for e-commerce activi-
ties is leading to some development pro-
jects, but not enough to offset the lack 
of new supply. However, it is stimulat-
ing demand for design & build solutions.

The four countries that dominate the 
logistics market in Europe when it 
comes to investment –the UK, Germany, 
the Netherlands and France, totalled 
EUR 26 billion for the year. The UK is 
the largest market and posted a trans-
actional volume of EUR 8.8 billion, rep-
resenting a reduction of 15 per cent. 
Lack of products and the increasing 
influence of e-commerce means that 
pricing in the UK is among the tough-
est in Europe, with a yield of 4 per cent, 
although this is not the lowest on the 
continent. That position is held by Ger-
many, which posted a market volume of 
EUR 7.5 billion, the same level as in the 
previous year, with yields at around 3.7 
per cent.

Most markets are experiencing histori-
cally low yields and we are likely to see 
further – albeit marginal – compression 
in 2020. The German and Spanish mar-
kets, as well as those in Central and 
Eastern Europe, are likely to see further 
compression in the office and logistics 
sectors in 2020. Yield compression may 
also come from an unexpected source: 
the UK. This will involve London offices 
in particular, which have seen static 
yields since the Brexit referendum and 
are now out of kilter with other markets 
in Europe. Now that a resolution to the 
Brexit deadlock is on the horizon, the 
UK stands to gain by catching up with 
the yield compression already in effect 
across Europe.

IN SEARCH OF YIELDS: 
LOGISTICS HAS SEEN GREAT 
BENEFITS…
The logistics investment market, previ-
ously one of the most dynamic sectors, 
began to slow in 2019, though not due 
to lack of demand. Supply constraints 
are starting to appear across the entire 
sector, from investment sourcing to 
occupier requirements, including the 
critical resource that occupiers need in 
order to make warehouses work: labour.

Industrial and logistics investment in 
2019 totalled EUR 37 billion, the same 
level as in 2018. Investment remains at 

Despite the economic difficulties, 2019 was 
another good year. The European real estate 
market was able to build on its impressive perfor-
mance from the previous year. By the end of the 
year, transactional volume had reached EUR 279 
billion, slightly higher (+2.0 per cent) than the 
2018 figure.  

* All rents are indicated as gross rents 

** Excluding renegotiations

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Europe ex UK 5,06 5,58 5,58 5,45 5,45 4,84 4,55 4,44 5,59 5,63
UK 5,47 5,48 4,99 4,93 5,99 4,33 3,82 5,04 5,88 5,53

Figure 1: The Brexit Discount

Source: BNPPRE
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The past few years have been record 
breaking for the logistics sector 
across Europe. Occupier dynamics are 
arguably the strongest we have seen 
over the last 15 to 20 years, with high 
demand and falling supply. 

E-commerce continues to be a key driver 
for demand as online retail increases its 
influence across Europe. Net take-up* in 
the largest markets in 2019 was fairly sta-
ble compared to 2018; however, this fol-
lows a period of three years in which the 
highest ever net take-up was recorded 
year on year. The lack of land availability 
for new developments is a noticeable and 
increasing trend across Europe and it is 
affecting supply. In general, much of the 
existing land bank has been built on, and 
together with a stricter zoning approach, 
this is putting pressure on occupiers and 
limiting their options.

DIFFICULTY IN FILLING VACANCIES 
INCREASES AUTOMATION
According to Eurostat, the unemploy-
ment rate in Europe is currently at the 
lowest ever level since their records 
began (at 6.3 per cent for EU-28) and 
this is being felt in the logistics market. 
Occupiers are finding it difficult to fill 
vacancies and developers and contrac-
tors do not have sufficient resources 
to fulfil all requirements. One solution 
that occupiers are exploring more and 
more, particularly for e-commerce and 
parcel delivery, is to invest in automa-
tion solutions in their buildings – this 
increases efficiency, reduces costs and, 
most importantly, reduces the neces-
sary labour requirement.

All of these dynamics have resulted in 
a record low vacancy rate of about 5% 
across Europe for grade A and B space. 
Prime rents are increasing, both on a 

headline and a net effective basis. We 
have measured headline rent growth 
over the past 12 months at 3.5 per cent 
and net effective rent growth at 5.4 per 
cent, which takes into account diminishing 
incentives and the interesting increases in 
lease contracts, which is due particularly 
to higher levels of automation.

IMBALANCE IN 
SUP PLY AND DEMAND
The investment market is battling a sup-
ply-and-demand imbalance too. There is 
a wall of capital chasing logistics across 
Europe from a wide range of investors 
across all investment profiles; however, 
insufficient stock on the market is limit-
ing deal flow. Transactional volumes in 
2019 are lower in comparison to 2018, 
mostly because the UK market is con-
tracting and, being the largest market in 
Europe, this has a direct impact on the 
total European volumes.

Within Europe, Germany continues to 
be the most sought-after market, but 
we are seeing very high demand for all 
other major markets including Sweden, 
the Netherlands and France, as well as 
increasing demand for more periph-
eral countries like Romania and Greece. 
Prime yields have experienced com-
pression. It is the first time that prime 
yields in continental Europe have been 
priced lower than in the UK, with Ger-
many at 3.7 per cent and the UK at 4 per 
cent, which is partly due to the differ-
ent interest rates between the UK and 
continental Europe. Taking into account 
the ongoing requirements regarding 
demand and the fact that investors are 
keen to increase their exposure to logis-
tics, we anticipate further yield com-
pression in 2020.

LOGISTICS REMAINS 
POPULAR IN EUROPE Anita Simaza

Head of Logistics & Industrial Europe
BNP Paribas Real Estate

* Excluding renegotiations

There is a wall of capital 
chasing logistics across 
Europe from a wide range 
of investors across all 
investment profiles.  
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Well-functioning logistics is a key part 
of successful e-commerce, as custom-
ers are expecting ever shorter deliv-
ery times. External threats, such as the 
looming trade war and weakening eco-
nomic growth in Europe, are also hav-
ing an impact on logistics, including 
exports.

WHAT IS MEANT BY 
LOGISTICS PROPERTIES?
It is important to understand what is 
meant by logistics properties as the def-
initions vary even within the real estate 

LOGISTICS RATTLED 
BY MAJOR CHANGES

industry. Data and statistics relating to 
production and logistics properties are 
often collected and compiled en masse, 
even though property characteris-
tics and building stock vary considera-
bly. Technical features, typical use and 
type of tenants vary significantly within 
the different logistics property types. 
Logistics properties include, for exam-
ple, distribution centres, central ware-
houses, and cross-docking terminals 
where shipments can be combined and 
transport modes changed to minimise 
storage and delivery times. Production 

facilities, which are usually considered 
to be part of logistics, are often custom-
ised for individual users. Therefore, they 
differ from facilities that are used purely 
for storage, where users depend more 
on e-commerce or customers that need 
good logistics due to the multi-channel 
nature of trade.

WELL-FUNCTIONING 
FACILITIES FOR LOGISTICS
There is a strong demand for small and 
medium-sized properties in the logis-
tics rental market as large operators 

focus on bigger properties. Properties 
that are 8–10 metres in height, or even 
higher, are particularly sought after. 
In these high facilities, rent per square 
metre is higher but effectively lower 
in relation to pallet positions. Outdoor 
areas must usually be large enough and 
of a certain shape so that lorries have 
room to manoeuvre and loading and 
unloading can be carried out efficiently. 
Loading docks and the location and 
number of entrances are also impor-
tant factors, as they help to ensure easy 
material flow. Sufficient load-bearing 

capacity of the floor is also important, 
although this is not usually an issue in 
Finland. Tenants often want an expan-
sion option, which might be problem-
atic from the lessor's point of view if 
it means that spaces need to be kept 
vacant for any length of time.

Major changes are taking place inside 
warehouses in response to the pres-
sures of digitalisation and e-commerce 
growth. Around ten years ago, the 
automation of pallet handling was the 
hot topic in the logistics industry. Now, 

however, the discussion revolves more 
around individual products. As e-com-
merce grows, the material flow con-
sists more often of individual parcels 
that must each be delivered to the right 
place. Advances in the development of 
sensor technology make indoor logistics 
even more efficient, allowing more accu-
rate optimisation of warehouse opera-
tions. The introduction of robotics is 
also becoming more prominent now 
that manufacturing and operation costs 
have decreased. Although location is an 
important factor in logistics, the indoor 

The logistics industry and material flow processes are undergoing major 
changes. The industry is expected to change significantly as the ever-
growing e-commerce demands more process automation. Supply chains 
continue to link with both e-commerce and end users. The growth of 
e-commerce is also creating more competition and is challenging oper-
ators to become faster and more agile, emphasising the significance of 
location. 
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facilities must also be able to meet the 
changing demands of modern logistics 
properties.

LOGISTICS RENTAL MARKET
Rents for modern logistics proper-
ties are relatively high in Finland com-
pared to the market in Europe or even 
other Nordic countries. Gross rents for 
good properties and the best locations 

can exceed EUR 10/sqm/month. Prime 
property rents in Berlin, for example, 
are just over EUR 7/sqm/month and in 
Greater Paris approximately EUR 4.5/
sqm/month. And then there is London, 
where rental costs for the best proper-
ties exceed EUR 14/sqm/month. 

High rents are justified by strict building 
regulations and the construction envi-
ronment. Strict energy and fire safety 
regulations and mandatory sound-proof-

ing increase construction costs, which 
is then reflected in the rents. The north-
ern climate also calls for more protec-
tion and increases heating costs in 
warehouse and logistics properties. At 
the same time, the supply of modern 
logistics properties in the Helsinki Met-
ropolitan Area in particular is fairly lim-
ited due to zoning regulations, the lack 
of speculative construction and the 

conversion of logistics properties to 
fit alternative purposes, among other 
things. Therefore, the demand – which 
exceeds supply – keeps prime property 
rents high. 

Due to changes in logistics and material 
flow as well as the uncertain market sit-
uation, third-party logistics operators, 
or 3PL operators, are unwilling to take 
the risk of committing to long leases 
when their own client contracts tend to 

be short. Logistics leases have, in fact, 
shortened considerably in recent years, 
the length now being 1–3 years instead 
of 7–10 years or even longer. Big logis-
tics players can still commit to longer 
leases if they have an established posi-
tion, a large customer base and well-
functioning facilities. Logistics automa-
tion is likely to lead to an extension in 
lease maturities in the future, as seen 
elsewhere in Europe.

LOGISTICS AS 
AN INVESTMENT ITEM
Investment demand for logistics proper-
ties has increased considerably over the 
past couple of years. Modern and well-
functioning logistics centres with good 
accessibility and the longest possible 
leases attract investors; yields are close 
to 5 per cent. Logistics property yields 
in Finland are close to other Nordic 
countries. They are relatively high com-
pared to office properties, for example, 
which increases investors’ interest. The 
growth in e-commerce has increased 
demand for a well-functioning logistics 
network, and yields can be expected to 
decrease further.

The wider investor pool is interested in 
large logistics properties in good loca-
tions, but there is demand for all dif-

ferent categories of logistics proper-
ties. The growth of e-commerce has 
increased interest in smaller and more 
modern last-mile logistics properties in 
particular. Light industrial properties 
that can often be developed to meet the 
needs of last-mile logistics have also 
become a very interesting investment 
sector as a result of their higher yields. 
A similar type of development can be 
seen in Europe.

ENVIRONMENTAL ASPECTS 
IN LOGISTICS
Corporate responsibility is becoming an 
increasingly important issue in property 
investment and ownership. The publica-
tion of ESG (Environmental, Social and 
Governance) reports has increased 
and many good practices will continue 
to spread widely across the property 
industry. This is also true for logistics 
properties. Corporate responsibility still 
tends to be a good intention and is not 

Rents for modern logistics proper ties are 
relatively high in Finland com pared to the market 
in Europe or even other Nordic countries.  

often seen in practice. Currently, meas-
ures are mostly being applied in order to 
cut down costs by using LED lighting, for 
example, which is, of course, an impor-
tant first step towards responsible prop-
erty ownership. A lot can also be done 
in logistics properties. A special feature 

in logistics properties are wide rooftops, 
which are suitable for example for solar 
panels.

This article is based on interviews of 
Newsec's experts. 

Olli-Pekka Mustonen
Head of Research
Newsec in Finland

+358 44 522 2693
olli-pekka.mustonen@newsec.fi
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This hesitation has not spread to the Nor-
dic and Baltic property markets, how-
ever, for which 2019 was a solid year. The 
total transaction volume was EUR 45 bil-
lion, which is a slightly stronger result 
than in 2018 (EUR 44.8 billion). 

Nevertheless, the Nordic property mar-
kets did not show a consistent picture 
across 2019.

In Finland, 2019 was yet another solid 
year for the real estate market. The 
total transaction volume of EUR 6.3 bil-
lion was slightly lower than in the pre-
vious year. Finland diverges from the 
other Nordic countries in that the num-
ber of transactions remains high, with 
the average volume per transaction not 

increasing as much as in neighbouring 
Sweden. Finland, much like the other 
Nordic property markets, is expected to 
continue to post strong transaction vol-
umes in the coming years.

The strong Nordic transaction volume 
seen in 2019 was instead largely driven 
by the strength of the Swedish property 
market, which saw its record high trans-
action volume of SEK 218 billion (approx. 
EUR 20.6 billion). This high transaction 
volume was supported by a number of 
major acquisitions, such as Vonovia’s 
acquisition of Hembla, and SBB’s acqui-
sition of Hemfosa. A number of major 
logistics portfolios also changed hands 
in 2019, while other segments remained 
popular among investors too.

Norway did not perform quite as well as 
Sweden in 2019, but the results were in 
line with previous years. The total trans-
action volume was NOK 91 billion (EUR 
9.2 billion), making Norway the second 
strongest Nordic transaction market 
in 2019. Norway’s high volumes were 
driven by domestic demand for prop-
erty. Norway also saw the largest single 
property transaction of 2019 across all 
the Nordic countries, when DNB Liv pur-
chased the Midtbygget office property 
in Oslo from SBB for EUR 445 million.

In Denmark, the transaction volume was 
not quite as high as in the other coun-
tries. The country ended the year with 
a transaction volume of DKK 55 billion 
(EUR 7.3 billion), after a strong Q4 fin-

NORDIC REAL 
ESTATE MARKETS

 Adam Tyrcha
  Head of Research
Newsec in Sweden

adam.tyrcha@newsec.se

The global economy was shaky throughout 2019, and this has continued into 
2020 thus far. The ongoing trade war between China and the USA, political 
uncertainty in Hong Kong and the seemingly never-ending Brexit process 
have resulted in caution across the global markets. This has caused the Nor-
dic and Baltic economies to tremble slightly too. In 2019, GDP growth in all 
of the Nordic countries was below 2 per cent. Although the Nordic and Bal-
tic countries generally seem to have strong foundations, these are not as 
strong as they were before the global financial crisis of 2008. As a result, 
despite the future outlook remaining relatively positive, investors have been 
slightly more hesitant than in the past.

ish, following a more hesitant perfor-
mance in the transaction market earlier 
in the year. However, foreign investor 
interest in the Danish market remains 
high, and 2020 is expected to be a 
stronger year for the market.

The Baltics have continued to attract 
strong investor interest, ending 2019 
with a transaction volume of approxi-
mately EUR 1 billion. The largest office 
transaction ever made in the Baltics 
occurred in 2019 when Deka acquired 
Quadrum BC from Norwegian Schage 
Eiendom AS for EUR 156,1 million. The 
office property is located in CBD Vilnius 
and comprises over 44,000 sqm of net 
leasable area. Transaction volumes in 
the Baltics are difficult to predict, owing 

to the generally smaller size of the mar-
kets and the lower number of transac-
tions. Nevertheless, interest from Nor-
dic investors has been strong over the 
past few years and is expected to per-
sist in 2020.

The future outlook for the Nordic prop-
erty markets remains positive. Generally 
speaking, the slowdown in the economy 
can be seen to constitute both a risk and 
an opportunity. The safe, long-term and 
relatively high-yield nature of invest-
ment into many property types in the 
Nordic countries is likely to continue to 
attract investors, particularly as stock 
and bond markets waver. Although 
there is some degree of risk, the com-
ing years are generally expected to be 

strong for the Nordic property markets, 
and Newsec expects to see high vol-
umes in a number of markets, as well as 
across the Nordic region as a whole. 
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Ongoing infrastructure projects and ser-
vice networks that are being constructed 
within the submarkets are boosting 
demand in both established and devel-
oping submarkets. Investors have a 
great deal of faith in rail transport, which 
will significantly change the dynamics 
between the areas in the long term.

Office construction is slowing down as 
economic growth expectations fall. More 
than 100,000 sqm of new office space 
will be completed in the Helsinki Metro-
politan Area this year, but the pace of 
this growth will slow considerably in the 
coming years. In terms of retail proper-
ties, construction will slow considerably 
over the course of this year.

OFFICES IN KEILANIEMI AND 
LEPPÄVAARA ATTRACTING 
INVESTORS
The low yields in the Helsinki city cen-
tre have caused both international and 
domestic investors to turn towards 
other strong and traditional submarkets. 
The Leppävaara and Perkkaa office mar-
kets, for example, were active in 2019; 
there were 12 significant office transac-
tions with a total volume exceeding EUR 
300 million. It is also worth noting that 
in most of the transactions the buyer 
was either a domestic fund or institu-
tional investor. In the end of the last 
year, for example, Special Investment 
eQ Finnish Real Estate Fund bought the 
Alberga Business Park buildings B and 
C from a fund managed by Amundi Real 
Estate.

One traditional prime office market, 
Keilaniemi, will develop further in the 
future as Keilaniemenranta turns into a 
new mixed-use service hub. New restau-
rants, a day-care centre and hotel will 
enhance the office market. Together 
with residential properties to be con-
structed in the future, this will create 
an even more interesting area. At the 
moment, there is more than 50,000 
sqm of new office space planned in the 

REAL ESTATE MARKET IN FINLAND: HELSINKI METROPOLITAN AREA

INVESTMENT DEMAND GROWING STRONGER OUTSIDE HELSINKI CITY CENTRE
HELSINKI METROPOLITAN AREA 

Demand for property investments in 
the Helsinki Metropolitan Area is very 
strong. The high prices and low yields 
in the city centre are encouraging 
investors to seek properties in other 
submarkets. 
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area. In the end of last year, HANSAIN-
VEST sold the 7,300 sqm current head-
quarter of Kone Corporation to Evli 
Rental Yield (AIF) Fund.

The appeal of Keilaniemi and Lep-
pävaara will be further enhanced by the 
Raide-Jokeri, a light rail line, set to be 
completed in 2024, which will consid-
erably improve accessibility. Construc-
tion company NCC will begin to con-

stuct a 10,000 sqm Next office prop-
erty in Keilaniemi in March, which will 
become the new headquarter of Fiskars 
Group. Newsec acted as brokerr when 
NCC leased office premises to Fiskars 
Group. Within the submarkets, however, 
and in Leppävaara in particular, there is 
great variation in investment demand 
between properties. Prime property 
yields have decreased to 5 per cent in 
Leppävaara, whereas in less exclusive 
properties they are notably higher. 

The most significant office projects being 
completed this year in the Helsinki Met-
ropolitan Area include the Tripla Work-
ery office properties in Pasila; the Urban 
Environment House in Kalasatama; and 
Fredriksberg’s B and C office buildings 
in Vallila, which NCC has sold to a fund 
managed by the German KanAm Grund 
Group for approximately EUR 64 million. 
Together with high-quality apartment 
construction, these new office projects 
will further reinforce the service network 
in the Pasila-Vallila-Kalasatama area.

RETAIL PROPERTY MARKET 
IN TRANSITION
Following completion of the new Mall of 
Tripla and the third phase of the shop-
ping centre Ainoa, the volume of ongo-
ing retail space construction decreased 
dramatically. The most significant pro-
jects include the local service cen-
tre Hertsi, which will be completed in 
March in Herttoniemi. It was confirmed 
in the autumn that Skanska will con-
struct the shopping centre Lippulaiva 
and the feeder bus terminal for Citycon 
in Espoonlahti.

Now that the retail construction back-
log has been cleared, there is expect-
ant atmosphere in the market as inves-
tors wait to see which centres will thrive 
despite the continued growth of e-com-
merce. In other words, it will be inter-
esting to see how the shopping cen-
tres settle into the consumers’ every-
day lives and how consumer demand 

develops. Grocery-anchored shopping 
centres with steady customer base and 
location in transportation nodes in the 
Helsinki Metropolitan Area are interest-
ing both in long and short term. Addi-
tionally, their marketing, branding and 
commercial concept need to work well.

The completion of Helsinki Outlet in 
Porttipuisto in Vantaa will bring a new 
dimension to the Helsinki Metropoli-
tan Area's retail property market. The 
first outlet village in Helsinki Metropoli-
tan Area is off to a promising start with 
exceeded expectations so there has 
been a clear demand for the outlet con-
cept in the market.

AVIAPOLIS'S ATTRACTION 
GROWING AND LOGISTICS 
SUBMARKET DEVELOPING IN 
SATELLITE MUNICIPALITIES
The Helsinki Metropolitan Area logistics 
market is heavily focused on just a few 
submarkets. From the point of view of 
both investors and tenants, the most 
sought-after submarkets are Viinikan-
metsä, Viinikkala and Koivuhaka located 
near Helsinki Airport in Vantaa, as well 
as the most significant cargo port in the 
Helsinki Metropolitan Area, Vuosaari in 
Helsinki, where there is some vacancy 
in logistics properties. Yields in the 
best logistics properties in the Helsinki 
Metropolitan Area have decreased in 
recent years to close to 5 per cent. The 
submarkets along motorways and ring 
roads, such as Hakkila in Vantaa, are 

also interesting. Towards the end of the 
year, YIT signed an agreement with an 
international investment company for 
three logistics properties with a total 
leasable area of approximately 30,100 
sqm. Two of the properties are located 
in Viinikkala and one in Hakkila.

In the beginning of 2020 SRV and Sagax 
Finland made an agreement for sale of 
the Lumijälki 2 logistics centre located 
near the airport. The main tenants are 
Geberit Oy and Fazer Food Services Oy. 
The total value of the project is EUR 23 
million and it will be ready in the begin-
ning of 2021. 

In the satellite municipalities, Kerca in 
Kerava and Jussla in Tuusula are inter-
esting areas for tenants. The Ilvesvuori 
industrial area in Nurmijärvi is growing, 
thanks to the 100,000 sqm of commer-
cial space that is being planned for the 
area to the north of the region. 

The demand for light industrial and 
warehouse properties is also increas-
ing. In November, OP-Vuokratuotto spe-
cial investment fund acquired a mod-
ern food industry production and ware-

house property located in Kivikko, Hel-
sinki, from Greenfood AB. In connection 
with the transaction, Salico Oy, subsidi-
ary of Greenfood AB, signed a long-term 
lease agreement with the buyer on the 
6,400 sqm property. Aktiivitilat, in turn, 
bought a property of 5,500 sqm, most 
of which is industrial and warehouse 
premises, in the Kauklahti industrial 
area in Espoo.

INVESTOR AND TENANT DEMAND 
REMAIN STRONG IN RESIDENTIAL 
MARKET
The Helsinki Metropolitan Area residen-
tial market is doing well despite the large 
construction volume, and both invest-
ment and tenant demand remain strong. 
Regional differences in the tenant mar-
ket in particular are small; there are not 
a lot of vacant rental apartments.

Ongoing residential property projects 
by professional investors are particu-
larly abundant in Jätkäsaari and Kalasa-
tama in Helsinki and Vermonniitty, near 
Leppävaara, in Espoo. In the autumn 
last year, for example, Bonava made an 
agreement with ICECAPITAL Housing 
Fund V to build 71 apartments in Ver-

monniitty. These growth areas are all 
characterised by good accessibility and 
an extensive service network.

An example of a significant apartment 
portfolio transaction in the Helsinki 
Metropolitan Area was the acquisition 
of 120 apartments by Elite Alfred Berg’s 
property fund from YIT. The transaction 
price was EUR 28 million. Special invest-
ment fund LähiTapiola Sijoituskiinteistöt, 
in turn, made a project agreement with 
several parties for three residential 
properties, two of which are located in 
the Helsinki Metropolitan Area.

Yields in the best 
logistics properties in 
the Helsinki Metropolitan 
Area have decreased in 
recent years to close to 
5 per cent. 
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Helsinki city centre continues to be seen 
as a stable safe haven, which has kept 
investment demand at a very high level. 
However, there is a limited supply of 
properties for sale. The yields for core 
properties have plummeted to record 
lows, and investment demand is also 
being targeted towards development 
properties. For the best prime prop-
erties, yields are around 3 per cent. If 
there were more properties available for 
investors, demand would still be strong 
and price records would most likely be 
broken.

The largest property transaction in the 
city centre at the end of the year took 
place when Sponda sold the 8,300 sqm 
Aleksi-Hermes office and retail property 
at Aleksanterinkatu 19 to German Union 
Investment. The transaction price was 
approximately EUR 148 million, which 
makes the approximate price per square 
metre a record-breaking EUR 18,000.

REAL ESTATE MARKET IN FINLAND: HELSINKI CENTRE

Other significant transactions in the 
city centre late last year included Kale-
vankatu 9A in Kamppi, bought by Con-
ficap; Meritullinkatu 33 in Kruunuhaka, 
bought by Leasedeal; Dagmarinkatu 6 
in Töölö, bought by Dagmarinkatu Real 
Estate; and the Marttatalo building at 
Lapinlahdenkatu 3 in Töölö, bought by 
Union Investment. Interestingly, all these 
properties are relatively small – measur-
ing no more than approximately 5,000 
sqm – or are development properties. 

South Korean-Finnish consortium which 
includes Varma Mutual Pension Insur-
ance Company, NH Investment & Secu-
rities (NHIS) and Shinhan Investment 
Corp. have acquired OP Cooperative’s 
HQ property of approximately 75,000 
sqm in Vallila. The transaction price was 
EUR 480 million. The transaction was 
sale-and-leaseback as OP will continue 
to operate in the property under a long-
term lease agreement.

In Ruoholahti, in the western part of the 
city centre, the office property at Itäme-
renkatu 9 changed owners: Mutual Pen-
sion Company Varma bought it from a 
fund managed by DWS, in a transaction 
valued at approximately EUR 24 million.

CITY CENTRE OFFICES FULL
In city centre offices, tenant demand 
remains strong, vacancy rates are low 
and rents are increasing. The current 
vacancy rate in the Helsinki central busi-
ness district is slightly under 7 per cent.

Stora Enso's current head office in Kata-
janokka will become vacant in 2023 as 
the company relocates to the new wood-
structured office property to be con-
structed next to the current head office. 
The project spans a total area of approx-
imately 20,000 sqm, just over a quarter 
of which will be occupied by Stora Enso. 
The property will also include a hotel 
and smaller office premises.

The Helsinki centre property market remains attractive from the point of view of both investing and renting. Yields are 
at a historic low, vacancy rates are modest and rents are still increasing. There is now a shortage of suitable invest-
ment possibilities as well as vacant office premises.

PHOTO: ARKKITEHTUURITOIMISTO B&M OY
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ki's Student Union's business and assets, 
is constructing a hotel, offices and a 
residential property for international 
researchers on the corner of Kolmas linja, 
Siltasaarenkatu and Porthaninkatu. The 
project, which has been named Lyyra 
and which covers a total area of 20,800 
sqm, is set to be completed in 2022 and 
will replace the old administrative build-
ings on the site. The Hakaniemi area will 
continue to evolve with the completion of 
the Kruunusillat project linking the Hel-
sinki city centre to Kruunuvuorenranta 
in Laajasalo. There will be three bridges 
in total, with a tramway, cycle lane and 
pedestrian lane, and the route will run 
via Hakaniemi, the southern part of Kala-
satama and Korkeasaari.

REAL ESTATE MARKET IN FINLAND: HELSINKI CENTRE

SOME SIGNIFICANT 
DEVELOPMENT PROJECTS 
ONGOING
There are some significant development 
projects ongoing in the city centre. The 
best-known and largest of these is the 
Garden Helsinki project along Norden-
skiöldinkatu, which involves event, retail, 
hotel and residential premises.

In Hakaniemi, Antilooppi has started to 
renovate and modernise the property at 
Siltasaari 10 while the city of Helsinki is 
renovating the Hakaniemi Market Hall. 
The blocks around the Hakaniemi market 
square will evolve and change consider-
ably over the next couple of years. Ylva, 
which manages the University of Helsin-
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In Kamppi, YIT and Keva are develop-
ing a 70,000 sqm start-up hub for more 
than 4,000 employees in the old Maria 
hospital building. There are also several 
smaller development projects, office 
renovations and hotel projects, in par-
ticular, ongoing in the city centre.

CITY CENTRE HOTEL CAPACITY 
STILL GROWING
Several new hotels have been con-
structed in the Helsinki city centre over 
the past few years. The most signifi-
cant ongoing projects include the Ase-
mahotelli with some 500 guest rooms 
at the Helsinki Central railway station. 
The hotel at Tripla in Pasila with 430 
guest rooms already opened in Janu-
ary. Exilion Asemahotellit Ky, managed 
by Exilion Management Oy, is the inves-
tor in both projects. In December, it was 
announced that a new 224-room Grand 
Hansa Hotel will open in 2024 in the 
same block as the new Student House 
and the old Seurahuone hotel. The pro-
ject is developed by Ylva. It has leased 
the property to Primehotels, which will 
operate with the international Hyatt 
Hotel brand. 

The Hakaniemi area will continue to evolve with 
the completion of the Kruunusillat project linking 
the Hel sinki city centre to Kruunuvuorenranta in 
Laajasalo.

Hotel U14 will open at Unioninkatu 14 
early this year as part of Marriott's 
Autograph Collection chain, with 117 
guest rooms. The former office prop-
erty is owned by Barings Real Estate, 
who bought it from Talonrakennuste-
ollisuus ry in 2017. In addition, the 
building at Annankatu 18, which for-
merly housed the European Chemicals 
Agency and is owned by Varma, will be 
converted into a hotel with 350 guest 
rooms. Also, ART Hotel Helsinki – with 
173 guest rooms – will be constructed 
in Jätkäsaari. In the latter project, the 
user is Primehotels and the investor Ter-
rieri Kiinteistöt Ky, managed by Fennia. 
In total, five hotel projects are being 
planned in Jätkäsaari.

OLD OFFICE PROPERTIES 
CONVERTED FOR RESIDENTIAL 
USE
There have been no significant residen-
tial property transactions in the city 
centre, which is due more to lack of 
investment supply than poor demand. 
New construction of apartments is 
heavily concentrated around Jätkäsaari 
and Kalasatama, and a large number of 
the apartments will be owned by pro-
fessional investors. Sato, Avara and the 
city of Helsinki are among those con-
structing in the area at the moment.

Office-to-apartment conversions and 
renovations of old residential proper-
ties are still being carried out, the most 
significant of these being the renovation 
of Kesko's former head office in Kata-
janokka. In addition, the Finnish Red 
Cross sold the property at Merikatu 5, 

which it had owned for many years, to 
Grand Horizon Helsinki. The property 
will include top-quality owner-occupied 
apartments, but until renovation pro-
ject launch, it remains in rental apart-
ment use.

PHOTO: SILTASAARI 10, ANTILOOPPI
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The most intense development phase 
in the Tampere region property mar-
ket is starting to settle down. How-
ever, the overall impact of the ongo-
ing long-term construction projects 
on the property market will only 
become clear over the next few years.

the area’s appeal and trends in both cur-
rent and future supply.

DEMAND IN THE OFFICE MARKET
The most significant office transaction 
of 2019 in the Tampere region was the 
sale of the 33,000 sqm Mediapolis cam-
pus by Technopolis to Swedish company 
Hemfosa Fastigheter. There have not 

There is a shortage of prime properties 
in the office rental market, and offices 
are often leased very quickly. In the 
housing market, demand for less-exclu-
sive properties is falling and sales times 
are increasing longer. Professional 
investors are still very interested in the 
Tampere region but come well prepared, 
carrying out careful investigations into 

been any other large-scale office trans-
actions in Tampere for a while now, pri-
marily because the area's prime prop-
erties are not ending up on the market. 
We have calculated the yield for prime 
properties to be around 5.5 per cent, 
which is considerably higher compared 
with the best properties in the prime 
submarkets of the Helsinki Metropolitan 

Area. Higher yields in stable markets 
are likely to increase investor demand.

The most modern properties in the 
best locations find new tenants quickly. 
There has even been quite intense 
competition for the most sought-after 
properties among prospective tenants. 
The properties set to be completed in 

2020, Technopolis Asemakeskus and 
Sponda's Ratina offices, will be almost 
fully leased on completion. Never-
theless, gross rents are expected to 
remain moderate as the completion 
of new properties leaves older office 
stock vacant and falling numbers of IT 
employees reduce space requirements.
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As the older property stock is vacated, 
the owners have the opportunity to 
develop these buildings. There is also 
strong demand for modernised older 
properties, where the rents are lower 
than those of prime properties. Loca-
tion is key in these properties.

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. The Pir-
kanmaa Hospital District, for example, 
has occupied vast amounts of new space 
in the Finnmedi area.

INCREASED ACTIVITY IN 
RETAIL PROPERTY LEASING
The long-term tramway construction 
project is nearly finished in the city cen-
tre along Hämeenkatu. Only the sec-
tions on the Hämeensilta bridge and 
the Keskustori square are yet to be 
completed. The paving has been fin-

ished and the construction site fences 
removed, leaving the streets clear and 
the pedestrian routes unhindered. This 
has had a positive impact on retail 
space leasing, which has clearly picked 
up on Hämeenkatu. Restaurant demand, 
in particular, is high and new restau-
rants have popped up in the city.

In November 2019, the Tampere city 
council decided to proceed with con-
struction of the Hatanpää tramway 
branch at the same time as the first pro-
ject phase. The area’s two shopping cen-
tres, Koskikeskus and Ratina, are likely 
to avoid major adverse effects, as cars 
and pedestrians are guaranteed safe 
passage to the shopping centres. The 
true winners during this phase are the 
shop owners located along Aleksan-
terinkatu, as all southward bus traffic 
from Hatanpään valtatie will now be 
directed there.

Tampere’s city structure is densify-
ing and there are several residential 
projects ongoing in the grid plan area 

that will complement and replace the 
old building stock. There will be a new, 
high-quality residential area adjacent 
to the Tampere Deck and Arena. There 
are several ongoing and upcoming pro-
jects in the Tammela and Tulli areas that 
will bring new, solvent customers to the 
shops, restaurants and shopping cen-
tres in the city centre. 

With plenty of retail space available, 
the competition for tenants is fierce 
and property owners need to work 
hard to stand out. The changing cus-
tomer behaviour is pushing tenants to 
demand flexible terms and short leases. 
Many tenants are wary of investing in a 
physical space before the location and 
concept have been tested with pop-up-
style solutions.

SHORT SUPPLY OF 
LOGISTICS PROPERTIES 
There has been an abundant supply of 
logistics properties in the Linnakallio 
and Vaitti areas in Pirkkala in recent 
years. As the supply in Pirkkala dwin-
dles, eyes are turning towards the Kol-
menkulma industrial area, which lies 
on the borders of Tampere, Nokia and 
Ylöjärvi. Construction in Kolmenkulma 
is under way, with cleantech and circu-
lar economy businesses being particu-
larly attracted by its 850 hectares. The 
leasing situation of the plots located 
in Nokia and Ylöjärvi is relatively good. 
The plots located on the Tampere side 

of the area are available for reservation 
but the construction of the infrastruc-
ture will not begin until 2021.

DECREASING DEMAND IN 
THE RESIDENTIAL MARKET
The change in the cycle is increasingly 
having an impact on the residential mar-
ket. Many market players are clearly 
exercising caution, and new residen-
tial projects are not being launched as 
swiftly as before.

Consumer demand for reasonably 
priced properties in good locations 
remains high, while sales times for more 
remote properties have grown longer. 
Construction continues in the city cen-
tre, however. Approximately half of the 
Topaasi building, which will be adjacent 
to the Tampere Arena, has already been 
reserved. Another residential building 
to be erected next to the Arena is the 
17-storey Tampereen Wallesmanni. It will 
contain 217 apartments, more than half 
of which are still available.
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Tampere’s city 
structure is densify ing 
and there are several 
residential projects 
ongoing in the grid plan 
area that will complement 
and replace the old 
building stock.

There is an expectant atmosphere in 
the Tampere property market. The new 
tramway and the Tampere Deck and 
Arena project are reshaping the dynam-
ics in the area. New tram stops and lines 
will impact mobility and significant con-
struction projects will highlight new 
areas, bringing in new service networks 
and thus increasing their appeal.
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The property market in Southwest Fin-
land remained buoyant in 2019. Trans-
actions involved both retail and office 
properties in Turku city centre as well 
as properties further away from the 
centre. Apartment buildings retained 
their appeal among investors, and indi-
vidual apartments sold well too. The 
most vital industries in Southwest Fin-
land are doing well and are creating 
additional investments in the area: Val-
met Automotive, for example, started 
battery manufacturing at the IoT Cam-
pus in Salo, with the total number of 
employees reaching approximately 300 
this year. In fact, an automotive bat-
tery cluster involving research, product 
development and manufacturing may be 
developing in Salo. 

As a whole, 2020 is promising to be a 
busy year for the Southwest Finland 
property market.

SHORTAGE OF MODERN OFFICE 
SPACE IN CITY CENTRE
There is still a shortage of modern office 
space in the city centre. There is more 
supply, if tenants are willing to settle 
for fewer parking spaces. The comple-
tion of the underground parking facility 
will ease the situation to a degree. New 
offices are clustered mainly in the Kupit-
taa area, which will also become the 
home of the new university of applied 
sciences campus and the new Veritas 
head office, with both offering spaces 
for tenants too. The T3 hospital of the 
Turku University Hospital is being con-
structed nearby and a new psychiatric 
hospital is also being planned. A new 
Sokos hotel being constructed in Kupit-
taa will serve the hospital and the uni-
versity, as well as the entire Kupittaa 
area.

Offices in the city centre and in Kupittaa 
attract a lot of interest from investors. 
Yield is around 6 per cent in the cen-

tre – or even lower in some cases – and 
slightly higher in Kupittaa. The gross 
rent for modern offices in the centre 
can be as high as EUR 25/sqm/month. 
However, rents vary greatly depend-
ing on location and quality, meaning 
that EUR 15/sqm/month is by no means 
unusual. Rents in Kupittaa are around 
EUR 23–25/sqm/month, and spaces are 
always in good condition.

It is only a matter of time until office con-
struction extends to the Itäharju area. 
Plots in Kupittaa are running out, and 
the old industrial buildings in the Itäharju 
area must give way to new office build-
ings. The city of Turku is planning to 
construct a new town hall in the centre 

– should the plan go ahead, some offices 
in the city centre will be vacant. There 
are still strong indications that offices 
will continue to be concentrated in the 
Kupittaa–Itäharju area and the city cen-
tre. Individual office buildings may be 
constructed elsewhere, but offices will 
be clustered in places with sufficient ser-
vice and cooperation networks for peo-
ple working in the buildings.

MAJOR QUESTION MARKS IN 
THE RETAIL PROPERTY MARKET
The uncertainties surrounding retail are 
having a negative impact on the retail 
property market and on the demand of 
retail properties among investors. The 
demand for growth of e-commerce and 
the assessment of the impact of changes 
in consumer behaviour are two of the 
great unknowns when it comes to retail 
property investments. Big-box stores may 
no longer attract investors if the location 
is remote and the future of the tenant's 
business is deemed uncertain. However, 
properties in good locations and solid ten-
ant mix continue to attract interest. The 
Trevian Suomi Kiinteistöt I fund, managed 
by Trevian, for example, bought a retail 
property in Salo, next to the Prisma gro-
cery store in Halikko, along Valtatie 1. The 

PROPERTIES ATTRACTING INVESTORS IN SOUTHWEST FINLAND

TURKU
Unemployment is decreasing, the number of workers is on the rise, the shipyard 
and automotive industries are going strong, the IT sector and the pharmaceuti-
cal industry are booming. These have been the drivers of growth in Southwest 
Finland over the past few years. With low interest rates, low bond yields and 
somewhat risky stock markets, property investments offering stable yields have 
become an attractive form of investment in Southwest Finland too.
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property was completed in 2009 with a 
leasable area of approximately 20,000 
sqm. The anchor tenants are Tokmanni 
and Puuilo, with two additional users. Gro-
cery stores remain interesting properties 
for investors.

In Turku city centre, retail is focused on 
the Hansakortteli block and the pedes-
trian street. The renovation of Hansa-
kortteli was completed in November 
and the latest tenants include Taco Bell, 
men's fashion retailer VOLT, Dressman 
(which has returned to Hansakortteli), 
Golla, Change Lingerie and Moomin 
Shop. There are now 135 tenants in total 
operating in Hansakortteli.

The underground parking facility con-
struction site, the demolition of the 
Hamburger Börs hotel and the construc-

tion of the new hotel will continue to 
affect pedestrians and bus traffic in the 
centre until 2021, resulting in difficulties 
for several small businesses in the cen-
tre; tenants operating in the old market 
hall, for example, have seen a decrease 
in turnover. Restaurants, opticians and 
clothing stores have clustered along the 
pedestrian street, where gross rents are 
around EUR 50/sqm/month. Just a few 
streets away from the city centre rents 
decrease by half, and some premises 
are available even for a fifth of those 
high central prices. 

LOGISTICS HAS 
FUTURE POTENTIAL 
Goods are increasingly being trans-
ported by roads, particularly from the 
Helsinki Metropolitan Area to South-
west Finland. Logistics properties are 
very appealing to investors and logistics 
is perceived to be a successful industry 
in the future. There are not many large-
scale logistics properties in Turku and 
many companies are forced to oper-
ate in several smaller properties, which 
limits growth potential. Fierce competi-
tion and small profit margins in logistics 
operations, makes it very hard for logis-
tics operators to commit to new con-
struction. In addition, client contracts 
tend to be relatively short-term, mak-
ing it difficult for logistics operators to 
commit to rents in new properties for a 
longer period of time. There is a rela-

tively good supply of plots suitable for 
new construction, however, and many 
new large logistics properties in the 
Turku region are being constructed by 
the users themselves.

Logistics properties are mainly located 
in or near the harbour area, Urusvuori, 
Oriketo and Avanti in Lieto, which has 
developed into a regionally significant 
manufacturing, warehouse and logis-
tics hub. The yields required by inves-
tors are mostly around 8–10 per cent 
and the gross rent is approximately EUR 
4–6/sqm/month, and higher in newer 
properties.

NEW RESIDENTIAL 
CONSTRUCTION COOLING DOWN
The Turku residential market remains 
lively. New apartment buildings cover-
ing a total floor area of approximately 
60,000 sqm were completed in 2017 
and as much as approximately 140,000 
sqm in 2018. The figures for 2019 will 
level the situation, and construction is 
estimated to plateau to approximately 
100,000 sqm of floor area per year. 
However, 2,000 new residents move to 
Turku each year, and together with the 
40,000 students this is enough to main-
tain the liquidity of the rental apart-
ment market. Renting is also becoming 
increasingly popular compared to own-
ing a home.
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There is a lot of land being zoned for 
residential use by the city of Turku. The 
key areas are Linnakaupunki, Itäharju, 
the Ratapiha/Logomo region, Pukkila, 
Länsikeskus and Vähä-Heikkilä. A signif-
icant number of small apartments have 
been constructed in the city centre and 
there is demand for more larger apart-
ments as well.

In prime areas, the average gross rent 
for studios is well over EUR 20/sqm/
month. It is estimated that the growth of 
top rents will slow down at least in part, 
but that as a whole rents will continue 
to increase slightly. The average price 
per square metre in old apartments also 
continues to rise, at a rate of approxi-
mately 3 per cent annually. The prices 
for new apartments in the city centre 
remain high; the average price can be  
more than EUR 7,000/sqm and the high-

est prices closer to EUR 8,500/sqm. The 
relatively high price level of city centre 
apartments pushes income yields low. 
The potential increase in value offers 
the possibility of higher total returns. 
New apartments outside the centre cost 
approximately EUR 4,000–4,500/sqm. 
Turku remains an appealing location for 
residential property investments, and 
the total return for apartments is one 
of the highest in the country.

Both international investors and domes-
tic institutional investors continue to 
be interested in Turku. The developing 
Turku region is considered a safe invest-
ment environment, with higher yields 
than in the Helsinki Metropolitan Area. 
The most interest has been generated 
by offices in prime locations, grocery 
stores, care properties, logistics prop-
erties, apartment buildings, as well as 

all properties in the city centre, regard-
less of use. The total property transac-
tion volume is expected to remain at the 
same level as in previous years.

The developing Turku 
region is considered 
a safe invest ment 
environment, with 
higher yields than in 
the Helsinki 
Metropolitan Area.
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OULU
When it comes to construction of busi-
ness premises in the city centre, the 
city needs help of individual property 
owners, as the city has very few plots 
or development projects of its own. As 
the birth rate declines, the care prop-
erty sector must look for new direc-
tions because the construction of day-
care properties is decreasing. Proper-
ties for assisted living are seen to have 
rising potential.

WEAK SUPPLY OF OFFICE 
PREMISES IN THE CITY CENTRE 
DRIVES TENANTS FURTHER 
AWAY
There is still plenty of demand for high-
quality office premises in Oulu city cen-
tre. The new Technopolis office build-
ing, which is set to be completed this 

year, and the renovation of the for-
mer Danske Bank premises are not 
enough; there is still demand for more 
new offices. Construction is possible 
through conversion and development 
projects, which creates an interesting 
environment for development projects 
with high profit potential, though this 
requires willingness to take risk. The 
growing population in the Oulu region is 
also supporting workplace construction 
in the city centre.

Since the demand for modern and func-
tional office premises is strong, conver-
sion projects could be started even with 
slightly higher risk. Tenants often move 
relatively quickly and place great impor-
tance on the credibility of the project 
when making decisions about renting. 

High-quality offices are leased quickly, 
and even 5–7-year leases are possible. 
The gross rent can be more than EUR 
20/sqm/month.

The low supply in the centre is push-
ing larger tenants further away, which 
increases the number of investment 
opportunities in other key submarkets. 
In December last year, special invest-
ment fund OP-Vuokratuotto acquired a 
newly completed office property located 
in the Limingantulli area from a group of 
private property investors. The 6,800 
sqm property will be occupied by Lapti 
Group.

There is high tenant demand in the Kon-
tinkangas area. There is also demand 
for large premises in the Linnanmaa 

area. Later this year, Oulu University 
of Applied Sciences will relocate to Lin-
nanmaa, which is already home to the 
University of Oulu. As a result, the Lin-
nanmaa area is becoming an interesting 
area for research and development. The 
University of Oulu has also announced 
its intention to create a new property 
strategy, one option being relocation to 
the city centre.

Another major office transaction took 
place in the end of the last year when 
Technopolis sold the 9,000 sqm Medipo-
lis campus to Hemfosa Fastigheter. The 
transaction includes also an additional 
9,600 sqm in unused building rights. 
The Northern Ostrobothnia Hospital Dis-
trict is the main tenant of the campus.

KAAKKURI RETAIL PROPERTY 
MARKET DEVELOPING
There is a lot of activity and potential 
in the property market in the south-
ern parts of the city. In December last 
year, Kruunuvuoren Satama Oy, owned 
by Kesko Oyj, sold a retail property of 
11,800 sqm located in Karjasilta. The 
anchor tenants are Budget Sport and 
Intersport.

The plot reservations for the Oulun-
portti area will be completed in May 
2020. New reservations have been 
secured to replace cancellations and the 
area does seem to be developing well. 
At the same time, plot reservations have 
been made on the other side of Valta-
tie 4 in Kaakkuri for Lidl's 2,500 sqm 
grocery store and for NREP's property 

Oulu continues to grow and to offer 
new investment opportunities in the 
property market. The city is investing 
in infrastructure and the construc-
tion of districts for businesses, and 
fortunately also in the construction 
of sports facilities, for example. The 
goal of the city of Oulu is to increase 
its population by 10,000 new resi-
dents and to add 5,000 new jobs by 
2026. To achieve these goals Oulu has 
launched several interesting develop-
ment projects such as the develop-
ment of the railway station area and 
preparations for the Housing Fair 
2025. 
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structed by Peab. The first is likely to be 
completed in 2021 in Linnanmaa and the 
second in 2023 in Raksila.

Plot demand in the Rusko area has 
remained stable. The expansion of 
the K-Citymarket department store in 
November 2019, the construction of 
the discount store Puuilo, which was 
announced towards the end of the year, 
and other individual plot reservations 
show the attractiveness of the area. 

In terms of care properties, the need 
for day-care centres is diminishing in 
Oulu as a result of slower population 
growth. In some areas, there will still 
be a continuing need for day-care prop-
erties, but from the property market’s 
point of view they are not necessarily 
attractive investments in the long term. 
Hemsö, which focuses on properties for 
public use, has made a lease agreement 
with the city of Oulu regarding two fire-
station properties, which will be con-
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Rusko is an established retail area that 
has potential development properties as 
well as vacant plots.

LOW VACANCY RATES IN 
APARTMENTS IN THE CENTRE
The share of young people in the city 
demographics and the growing elderly 
population mean that demand for small 
apartments is increasing. The demand 
for accessible apartments and assisted 
living is likely to increase significantly, 
offering a good alternative for tradi-
tional residential property investments.

The vacancy rates for apartments in the 
centre in particular have remained low, 

and there are no problems in leasing, if 
the asking rent is reasonable. Slightly 
higher rents and significantly lower 
vacancy rates in older apartments can 
be achieved through renovation. The 
gross rent for new or renovated small 
apartments in the city centre can be as 
high as EUR 18/sqm/month. Slightly fur-
ther out, in Limingantulli, rents must be 
lowered in order to minimise vacancy.

From the point of view of apartment 
investors, the Housing Fair Finland in 
the Hartaanselkä area in 2025 will con-
centrate the development of new apart-
ments. A competition for ideas regard-
ing the Housing Fair area was organised 

last year and the zoning phase will be 
launched based on the submissions. The 
area will become home to nearly 2,000 
people. Normally approximately 1,800 
new apartments are completed in Oulu 
annually, so the impact of the Housing 
Fair is considerable.

development project, which is related to 
a retail hub.

In Kempele, a couple of kilometres 
south of Kaakkuri and Oulunportti, the 
municipality has launched an interest-
ing regional tourism project around a 
former quarry area. There are plans 
to turn the quarry into a reservoir with 
surrounding accommodation and ser-
vices. The planned environment would 
strongly support tourism in the area.

The Housing Fair Finland in the Hartaanselkä area 
in 2025 will con centrate the development of new 
apart ments.
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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 is set to 
begin 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 million will 
be spent on construction. New apart-
ment buildings for approximately 8,000 

phase offices are already fully leased, 
and more than half of those in the sec-
ond phase have also been leased. The 
construction of the third phase is set to 
begin this summer. In addition to offices, 
Kuopion Portti will have more than 200 
apartments on the floors above the 
offices. The constructor, Rakennusliike 
Lapti Oy, is attempting to get LEED Gold 
certification for the project.

residents are also being planned in the 
Savilahti area. Other major residen-
tial construction areas in Kuopio are 
Mölymäki and the areas surrounding 
the city centre.

Another significant ongoing project in 
Kuopio is Kuopion Portti, next to the 
railway station. The first phase of the 
project is set to be completed early this 
year and the second phase, already 
under construction, in 2021. The first-

Technopolis Holding Oyj sold its remain-
ing shares in Technopolis Kuopio Oy to 
minority shareholder KPY Sijoitus Oy 
last year, making the latter the sole 
owner. The total leasable area of the 
property is nearly 70,000 sqm, and two 
more office buildings with a total leas-
able area of approximately 16,000 sqm 
are being constructed. The new build-
ings are expected to be completed in 
2020 and will aim to be LEED Gold cer-
tified. 

JYVÄSKYLÄ CITY CENTRE 
UNDER DEVELOPMENT
The residential areas in Jyväskylä 
that were under construction for an 
extended period of time are now largely 
completed, which is reflected in reduced 
housing construction. The Lutakko area, 
for example, is now full apart from a 
couple of plots. The city of Jyväskylä is 
now looking into the possibility of com-
plementary construction at the rail-
way yard, which would improve links 

between the Lutakko area and the city 
centre.

The Hippos2020 project was granted 
the status of ‘nationally significant 
sports facility’ last autumn. This deci-
sion means that the project will receive 
the much-anticipated government aid 
and a respected status that is expected 
to increase investors’ interest. The gov-
ernment has announced that it will sup-
port the project with a total of EUR 2 

KUOPIO SAVILAHTI PHOTO: ARKKITEHTITOIMISTO AJAK
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million in 2022 and 2023. The city of 
Jyväskylä is a minority shareholder, 
contributing approximately EUR 30 mil-
lion. The city has also signed up as a 
long-term tenant for the project, which 
is still looking for a principal inves-
tor after the withdrawal of Fennia last 
spring. 

In Jyväskylä's office market, the vacant 
premises are concentrated in old reno-
vated stock, as there is little new mod-
ern premises available. The first phase 
of the Business Garden constructed by 
Peab in the Kangas area is estimated 
to be completed early this year. The 
confirmed tenants are Landis+Gyr and 
Jyväskylän Energia, which changed its 
name to Alva Oy last year. The first-
phase investor is Fennica Properties I 
non-UCITS Fund and the leased area is 
just over 10,000 sqm. Peab has already 
announced the second phase of the pro-
ject, and construction is set to begin 
this year. Also, in the Kangas area, YIT 
has announced that it began work on 
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 logistics 
area detailed plan in Eteläportti was 
approved in August last year. Some 
of the most prominent plots along the 
motorway have already been reserved 
and the remaining plots seem to be in 
demand, too. Wind turbine gearbox 
manufacturer Moventas Gears Oy is 
already operating in the area. Most of 
the area's infrastructure is ready, which 
will enable rapid construction.

Several new restaurants have already 
occupied or will occupy the vacant 
premises in the centre, including Fitwok, 
which opened last autumn, and Friends 
& Brgrs and Itsudemo, both opening 
this spring. Vacant retail premises have 
also been converted into offices; in 
Jyväskeskus, for example, a retail prem-
ises was turned into an office for one 
hundred GoFore employees. An IKEA 
Planning Studio, a new concept by the 
company, is also being constructed in 
the city centre. As the centre becomes 
more vibrant, the ageing stock in the 

Seppälä area is pushing operators to 
look for more modern retail premises. 
The Seppälä area retail stock will there-
fore undergo a long-term modernisa-
tion process in order to better serve the 
operators in the area.

Last year's transactions in Jyväskylä 
were completed mainly between domes-
tic investors. Local investor Finanss-
ineliö Oy bought the Tourutori retail 
property from Elite Kiinteistökehity-
srahasto I Ky late last year. 7,100 sqm 
of the property is occupied by K-Rauta 
hardware store. Finanssineliö Oy also 
acquired Autopale's former car deal-
ership property at Vasarakatu 5–7 in 
Seppälä. Special common fund Trevian 
Finland Properties I, managed by Tre-
vian, has also increased its holdings in 
Jyväskylä, and the recent trend of cen-
tralised property assets has continued. 

NEW RING ROAD DRAWING IN 
LOGISTICS COMPANIES IN LAHTI
The conversion of old industrial and pro-
duction areas into residential continues 
in Lahti. The first new apartment build-
ings in the Asko area are set to be com-

KUOPIO

pleted in the first half of this year. Con-
struction in Starkki, on the other hand, 
was supposed to begin last autumn. 
Several new rental apartment proper-
ties have been completed in Lahti in the 
last few years, and studios, in particular, 
have increased their share of the stock.

In the most significant transaction of 
the second half of 2019, Mutual Pension 
Company Varma sold the Syke shop-
ping centre from its Pegasos property 
portfolio to Osuuskauppa Hämeenmaa 
in September. The total leasable area is 
approximately 14,000 sqm. In another 
major property transaction, Special 
common fund Trevian Finland Prop-
erties I bought an 80-per-cent major-
ity share of Koy Lahden Askotalot in 
November. The transaction involved 
two separate properties at Askonkatu 
9 and 10 with a total area of just over 
30,000 sqm. 

VT12 southern ring road in Lahti is cur-
rently the largest road project in Finland.
The logistics areas along the ring road 
are attracting interest. The ring road is 

set to be completed by the end of 2020, 
further strengthening Lahti's position 
as a logistics hub. One of Finland's larg-
est logistics companies, Alfaroc, signed 
a ten-year lease for a 26,000 sqm logis-
tics centre in Kujala at the beginning of 
2019. The first phase was completed last 
autumn and the construction of the sec-
ond phase, expected to be completed 
this year, is already under construction. 
Another significant logistics project in 
Lahti is the renovation of Luhta’s logis-
tics property of approximately 20,000 
sqm in Nastola. Fazer is also investing in 
Lahti; the new 4,000 sqm xylitol factory 
is set to be completed in autumn 2020.

Newsec's newly opened Lahti office is 
located at Vesijärvenkatu 11.

VAASA HOTEL MARKET BUZZING
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 estimated 
to begin in the autumn next year. The 

area is intended to provide accommo-
dation for more than 2,000 residents. 
The detailed plan was meant to be com-
pleted by the end of last year, but it was 
postponed due to further analysis of 
parking solutions and amount of retail 
premises. The plan is to construct the 
area's 40 blocks as a group building 
project, in which the owners both com-
mission the construction of the build-
ings and later occupy them. According 
to this model, the construction company 
does not own the building at any stage 
of the project, even if it is responsible 
for the work and assists in planning. The 
group building project would comprise 
detached houses of 2 or 3 storeys.

The construction of the new retail prop-
erty for Halpa-Halli, spanning approxi-
mately 4,500 sqm in Klemettilä, started 
in summer 2019 and is set to be com-
pleted in spring 2020. Halpa-Halli's cur-
rent retail space will then be vacated 
and will be developed by Wasa Group. 
The two new large-scale retail units 
that have been in the planning stages 
for years in Liisanlehto took a sig-

JYVÄSKYLÄ PHOTO: PES-ARKKITEHTID OY/HIPPOS2020
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nificant step forward when the new 
detailed plan was approved last sum-
mer. Osuuskauppa KPO announced it 
would immediately begin more detailed 
planning of the new Prisma depart-
ment store. The demolition of the con-
crete element factory on the Prisma 
plot and removal of contaminated soil 
are well under way. Plans to apply for 
a building permit are also in progress. 
Osuuskauppa KPO is planning to apply 
for the building permit in good time so 
that construction can begin this sum-
mer. Construction will take 1.5–2 years. 
A K-Citymarket department store is 
being planned for the other plot.

In Vaasa, most of the available office 
space is in the Runsor area near the air-
port. Wärtsilä will be relocating to the 
new Smart Technology Hub in Vaski-
luoto by the end of 2021, after which a 
significant amount of office space will 
become available in Runsor. Wärtsilä’s 
decision to centralise its operations in 
Vaskiluoto will also impact the city cen-
tre, as the move will vacate approxi-
mately 100,000 sqm of production 
facilities there, allowing the area to be 
developed.

significant property transaction towards 
the end of last year was the sale of the 
Koy Puffetti Fab office building at Pit-
käkatu 55. Koy Handelsesplanaden 14 
Fab/Högskolestiftelsen i Österbotten 
sold all the property shares to VP Facili-
ties Oy. It is the new owner's first prop-
erty development project, and the ren-
ovation is being planned for this year. 
The total area is just under 1,500 sqm. 

UNDERGROUND PARKING 
FACILITY DIVIDING OPINION 
IN HÄMEENLINNA
The discussion about the parking facility 
underneath the market square is heat-
ing up in Hämeenlinna. The parking 
facility is seen critical for the develop-
ment of the city centre, particularly in 
regards to the minimum parking stand-
ards required for the new buildings that 
are being planned in the immediate 
vicinity of the market square. The devel-
opment of properties around the market 
square is on hold due to the unsolved 
situation. The Hämeenlinna city coun-
cil will conduct an electronic survey 
regarding the parking facility among 
residents in February 2020. 

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. Under 
their preliminary agreement, YIT has 
announced plans to begin construction 
when the retail and service space occu-
pancy rate exceeds 65 per cent. The 
participation of the city of Vaasa in the 
project is creating further uncertainty. 
The city is the intended owner of the 
property's music and conference facili-
ties, but its tight financial situation has 
hindered the project's progress.

The hotel market in Vaasa was very lively 
last year. The GreenStar hotel opened at 
the turn of the year, and Omena Hotels is 
set to open its new concept hotel in April 
at the Espen shopping centre. Forenom 
has also announced the opening of a new 
hotel in Vaasa this year. 

Transaction volume has been in decline 
for a couple of years in Vaasa. The most 

Fashion retailer New Yorker occupied 
the former Anttila department store 
space in the Goodman shopping centre 
last autumn. At nearly 2,000 sqm, it is 
New Yorker's largest retail space in Fin-
land. Finland's first Luhta Home store 
also opened in Goodman last Octo-
ber. Occupancy is also increasing in the 
Tavastila shopping centre. The Linna 
shopping centre, which has been vacant 
for an extended period of time, will be 
home to an art project at least tempo-
rarily. The first phase of the exhibition 
opened last autumn and the second 
phase is being planned for this spring. 
The art project will come to an end if 
the property owner City Kauppapaikat 
Oy decides to demolish the building and 
begin development. The new detailed 
plan is pending until a final decision is 
made on the parking facility.

Fastighets AB Esmero Retail Property 
sold two K-Citymarket department 
store properties to Corum Origin SCPI. 
One is located in Hämeenlinna and 
the other in Kajaani. The Hämeenlinna 
property is right next to the Helsinki–
Tampere motorway, at Hämeensaaren-
tie 7, southeast of the Goodman shop-
ping centre. Its leasable area is approxi-
mately 9,000 sqm, and it is fully leased 
to Kesko.

In Keinusaari, special investment fund 
OP-Palvelukiinteistöt is constructing an 
office building of approximately 5,000 
sqm, and the main user will be Senate 
Properties. Another significant ongo-
ing office property project is the expan-
sion of the logistics centre owned and 
occupied by Tammer Brands in Moreeni. 
The new extension will cover an area of 
approximately 15,000 sqm. 

DIRECT FLIGHT ROUTE FROM 
PORI TO HELSINKI REOPENED
A direct flight route between Pori and 
Helsinki was reopened last year. This is 
vital to to the city of Pori as without reg-
ular domestic flights the operating costs 
of the airport would fall entirely on the 
city. The reopening of the route means 
that the costs will be covered by Fina-
via. The Pori city council also approved 
a budget of more than EUR 10 million for 
air traffic over the next three years. 

The owners of the Puuvilla shopping 
centre, property investment company 
Renor and Ilmarinen Mutual Pension 
Insurance Company, are planning to 
extend the shopping centre by approxi-
mately 6,000 sqm. The extension would 
increase the leasable area by approxi-

mately 15 per cent. Plans for the project 
have been in progress for a few years 
now. 

The most significant property transac-
tion in Pori last year took place in June, 
when Investors House sold the Scandic 
Pori hotel property to Evli Rental Yield 
Fund (AIF). The transaction price was 
EUR 9.6 million. Scandic has a long 
lease, and the property also has three 
office tenants. 

Newsec's newly opened Pori office is 
located at Rautatienpuistokatu 7. 

DEVELOPMENT FOCUS 
SHIFTING TO THE TRAVEL 
CENTRE IN SEINÄJOKI
Seinäjoki Joint Municipal Authority for 
Education Sedu has signed a lease with 
Kesko regarding the old K-Citymarket 
department store property in Jouppi, 
following the store’s decision to relocate 
to the Ideapark retail park. The retail 
space will be converted into a study 
space for approximately 1,000 students 
this year. 

As the construction in the city centre is 
completed, the development focus will 
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shift to the area around the travel cen-
tre. Work there commenced last sum-
mer 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 100,000 
sqm of floor area with homes 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 in the 
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 centre, 
and vacancy is expected to decrease to 
its former level as the city centre and 
the travel centre area become more 
vibrant.

The Seinäjoki transaction market was 
quiet in 2019. Two logistics and indus-
trial property transactions took place 
towards the end of the year. One of 
these involved Memar Oy buying the 
old Janita shoe factory of approximately 
7,000 sqm from Finn-Seiko Oy. In the 
second transaction, Kuljetusliike Eero 
Huhtala Oy bought Itella Real Estate 
Oy's Seinäjoki business and property. 
The transaction prices for the two sales 
have not been disclosed. 

GROWTH IN TOURISM 
CONTINUING TO BOOST 
PROPERTY MARKET IN 
ROVANIEMI
The Rovaniemi property market relies 
heavily on the growing tourism. The 
expansion of the airport was completed 
in time for the Christmas season last 
autumn, adding approximately 5,000 
sqm and significantly improving ser-
vices. Just before Christmas, Turkish 
Airlines started operating direct flights 
from Rovaniemi to Istanbul three times 
a week. EasyJet also started flying from 
Rovaniemi to Manchester.

The Rovaniemi housing market is being 
challenged by short-term rental options 
provided by operators such as Airbnb. 
Rovaniemi has the most apartments in 
use on Airbnb per capita in Finland. The 
Articles of Association of some residen-
tial properties under construction or in 
the advance marketing stage now pro-
hibit short-term renting.

The residential and retail property 
markets clearly reflect the seasonal 
changes between summer and winter. In 
the winter, smaller retail properties are 
in high demand from various seasonal 
shops. The same phenomenon exists in 
the rental apartment market, in particu-
lar, where demand exceeds supply dur-
ing the winter season. It is the lessor's 
market when it comes to new residential 
properties. Tenants are willing to sign a 
year's lease for a new apartment with-
out even seeing it. Companies have also 
started to rent apartments for seasonal 
workers and are willing to pay for the 
entire year even if the apartment is left 
unoccupied during the summer.

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.  

The end of 2019 and the beginning of 
2020 were quiet in the transaction mar-
ket. 

Newsec opened an office last year in 
Sampokeskus, Rovaniemi, at Maakun-
takatu 29–31.

AIRPORT DEVELOPMENT 
IN LAPPEENRANTA
The city of Lappeenranta is investing 
in tourism by developing the airport 
operated by the city. The airport, which 
is the oldest in Finland, hopes to wel-
come a record number of travellers in 
2020: the goal is to attract more than 
150,000 flyers. The airport is currently 
supported by both the city and the state 
but aims to become independent by 
2025. In addition to the busy air traffic, 
many tourists arrived by road last year, 
particularly from Russia, even though 
Russia has recently set stricter import 
regulations. Most Russian tourists come 
to Finland to shop for a day and do not 
stay overnight.

The Scandic City hotel, formerly Cumu-
lus, vacated its property in the city 
centre late last year. According to the 
owner, Raimo Sarajärvi, the property is 
in a bad state of repair and will be reno-
vated before finding a new occupant. 

ROVANIEMI

The Lappeenranta transaction market 
was quiet last year. Senate Station Prop-
erties Ltd, a subsidiary of Senate Prop-
erties 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.

Newsec opened an office in Lappeen-
ranta last year, located at Valtakatu 41.
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