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INVESTMENT DEMAND 
REMAINS STRONG

Although the Finnish economy is 
showing signs of both positive growth 
and uncertainty, interest in the prop-
erty market remains strong. At the 
same time, easing measures put in 
place by the central banks are ensur-
ing that property investments remain 
attractive.

Newsec estimates that the transaction 
volume in Finland will amount to approx-
imately EUR 7.5 billion this year. Billion-
euro platform deals, such as those that 
have boosted volumes in previous years, 
are not expected this year. There is no 
lack of investment demand, and foreign 
investors’ interest in Finland remains 
strong; the demand for prime proper-
ties continues to exceed supply. In our 
view, next year’s transaction volume will 

decrease to around EUR 7 billion, which 
is equivalent to a developed property 
market volume, i.e. approximately 8–10 
per cent of the entire market. There-
fore, it seems that property liquidity will 
become balanced. The European Cen-
tral Bank is likely to postpone further 
their decision to increase key interest 
rates, while the United States Federal 
Reserve System lowered rates towards 
the end of the summer. Low interest 
rates and yields as well as stock market 
uncertainty will keep property invest-
ment demand high.

In addition to the Helsinki Metropolitan 
Area, university cities such as Turku, 
Tampere and Oulu attract also foreign 
investors. However, the thin supply of 
prime investment properties in these cit-

ies limits the number of deals made. The 
transaction volume could be higher in 
university cities if their prime properties 
were put on the market. 

At the moment, investors are interested 
in hotels and residential properties as 
well as logistics properties. Additionally 
warehouse and light industrial proper-
ties in growth centres attract investors.

Sustainability is playing an increasingly 
central role in property investment and 
Environmental, Social and Governance 
(ESG) reports are becoming more com-
mon. The sustainable practices used 
by institutional investors are becoming 
standard also among other investors.

RENTS INCREASING IN 
HELSINKI CITY CENTRE
Tenant demand is strong for offices 
located in Helsinki city centre, and rents 
are projected to continue rising stead-
ily. The prime gross rent in Helsinki CBD 
is approximately EUR 40/m2/month at 
the moment with room for increase if 
benchmarked against Stockholm’s gross 
rents for office space. The yield level for 
prime office properties in Helsinki is get-
ting closer to 3% and we expect this to 
hold.

Coworking solutions are becoming a 
normal practise in the office market. 
In Helsinki coworking properties are 
currently located near the city centre, 
but users are also interested in spaces 
located in residential areas outside the 
city centre. Coworking is yet to make a 
big breakthrough in Finland, but glob-
ally offices with wide services have 
become very common.

MAJOR REGIONAL DIFFERENCES 
IN THE DEMAND OF RETAIL 
PROPERTIES
Investment demand for retail properties 
has decreased significantly, especially in 
large big box retail units, despite several 
completed transactions this year. There 
are considerable variations in demand 
within the segment, the grocery store is 
still an attractive investment, whereas 
investment demand is weak in shopping 
centres in cities outside the Helsinki 
Metropolitan Area. The competition for 
tenants is intensifying further, making it 
the tenants’ market. This has been sup-
ported by the increased volume of new 
retail properties in the Helsinki Metro-
politan Area in particular, where there is 
an oversupply of shopping centres. The 
increasing competition is forcing retail 
property owners to stand out in the 

market and create a successful brand 
for their shopping centres by focusing 
on restaurant services or serving spe-
cifically the needs of local residents, for 
example.

DEMAND FOR LOGISTICS 
PROPERTIES
Investment demand for modern logis-
tics centres with good transport con-
nections remains strong, and yields 
in prime properties has decreased to 
around 5%. Prime yields in Finland 
are now close to those in other Nordic 
countries, but there is room for further 
decrease.

The demand for all different types of 
logistic assets remains good. This is 
part of a wider European phenomenon, 
which is the belief that product distri-
bution will continue to grow and will 
become more efficient. The growth of 
e-commerce has increased interest in 

last mile logistics in particular. Higher 
returns have made light industrial pro-
perties an interesting property invest-
ment segment across Europe, and the 
investment demand for similar proper-
ties is increasing significantly in Finland 
too.

A notable change in the industrial and 
logistics market in the last 12 months is 
the trend towards shorter leases. This 
reflects users’ unwillingness to commit 
to a space for a longer period of time, 
either due to growth or the changing 
market environment.

HOUSING MARKET ATTRACTING 
FOREIGN INVESTORS
The housing market is a popular topic 
among consumers and investors alike. 
The Finnish government’s policy state-

Mikko Tenhola
Head of Advisory, MRICS, Partner

Newsec in Finland 
Tel. +358 40 500 1310

mikko.tenhola@newsec.fi

ment includes plans for housing produc-
tion and investment. The key point in 
the government’s housing policy is the 
need for versatile market-based hous-
ing construction, complemented by rea-
sonably priced, government-subsidised 
housing production. 

Foreign investors are increasingly inter-
ested in Finland’s residential property 
market and this trend is likely to con-
tinue. Yields are at an attractive level 
compared to other Nordic countries and 
Central Europe, although the gap has 
been closing in recent years. In addition 
to competitive yields, foreign investors 
are attracted by Finnish tenancy regu-
lation, which is less strict than in other 
European countries.

Latest example of the international 
demand is the recent transaction where 
global investment company Starwood 
Capital Group acquired almost 2 200 
residential apartments in 16 different 
cities all over Finland from a consortium 
of domestic vendors. The purchase was 
made with an affiliate of the real estate 
investment company Avara Oy.

The tenant demand for apartments has 
remained strong in the Helsinki Metro-
politan Area, but elsewhere in Finland 
the high levels of construction have 
already stabilised the rental growth. 
Yields in the prime residential proper-
ties are around 3.3%, which is tempting 
compared to those in other Nordic coun-
tries and Central Europe. We expect that 
yields will still decrease slightly driven 
by the strong foreign investor demand. 

Investors are interested in hotels and residential 
properties as well as logistics properties.  
Additionally warehouse and light industrial  
properties in growth centres attract investors.



NEWSEC PROPERTY OUTLOOK AUTUMN 2019 7REVIEW OF THE FINNISH ECONOMY

The Research Institute of the Finnish Economy, Etla, predicted in 
March that Finland’s GDP growth would be 1.4% this year, down from 
last year’s 1.7%. The forecast for next year is 1.2%. Finnish exports 
will benefit from large ship deliveries this year, but from next year 
onwards, growth will rely even more on private consumption. Export 
prospects are overshadowed by uncertainty as the trade war insti-
gated by Donald Trump may expand to involve trade relations 
between the EU and the United States. We can be more confident 
about private consumption development, however, as the growth of 
real household purchasing power seems set to continue next year. 
An intensified trade war would also have a negative impact on pri-
vate consumption prospects.

FINLAND’S ECONOMIC GROWTH SLOWING DOWN
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GROWTH ALSO DWINDLING
ELSEWHERE
According to Statistic Finland’s quar-
terly national accounts, the Finnish 
economy grew by 0.2% in Q1 2019 com-
pared to the previous quarter and by 
1.2% (including working-day adjust-
ment) compared to the same period 
last year. Growth slowed down from Q4 
2018, when the GDP grew 0.5% com-
pared to the previous quarter and 2.2% 
compared to the same period the pre-
vious year. The dwindling of Finland’s 
economic growth is in line with that of 
the Eurozone, where economic growth 
has slowed down considerably since the 
middle of last year. Since last summer, 
at its slowest, growth has been 0.1% 
compared to the previous quarter, with 
annual growth just over 1%. Growth in 
the Eurozone picked up in Q1 2019, but 
Q2 is expected to be weaker, especially 
considering the poor development in 
industry.

Despite the weak climate, there have 
been some bright spots in Finland’s eco-
nomic development in recent months. 
According to the international trade 
statistics released by Customs Finland, 
the value of exported goods increased 
by 5% on average between January 
and May and the amount deflated by the 
export price index increased by 2.9%. 
Manufacturing also grew in the period 
January–April by 1.9% compared to the 
same period last year. Employment lev-
els have also continued to increase over 
the past 12 months.

THE OVERLOOKED WEAK SPOT IN 
THE FINNISH OUTLOOK
Everyone is well aware of the biggest 
concern regarding Finland’s long-term 
growth prospects: the ageing popula-
tion and the resulting sustainability gap. 
The new government has committed to 
bringing employment up to 75%. Dis-
cussions are focusing on measures to 
boost employment, neglecting another, 
even more important factor in terms 
of long-term economic growth. This 
factor is labour productivity, or value 
added per working hour. It would serve 
us well to remember that last year the 
growth in employment also brought 
on very weak productivity growth as 
labour productivity decreased by more 

than one percentage point, based on the 
latest data. The phenomenon has been 
around for longer than a year, however, 
as slowing productivity growth has been 
a trend in Finland and other western 

countries since the end of the 1990s. 
If this trend were to continue, it would 
be a severe blow to the economy of this 
ageing Finland. However, optimists are 
talking about the benefits of new tech-
nologies such as automation and roboti-
sation which, they predict, will become 
a more prominent factor in productivity 
within the next decade at the latest. 

MONETARY EASING SUPPORTING 
THE HOUSING MARKET
Economic growth will most likely be sup-
ported by monetary easing in the Euro-
zone and in the United States this year 
and into next spring. In our March out-
look we predicted that the ECB would 
raise the interest rate for the first time 
in 2021. However, it would seem now 
that this first increase will be delayed 
even further. Instead, the market is 
expecting the interest rate to fall and 
the ECB’s bond-buying programme to 
be relaunched this autumn. It is likely 
that the ECB will lower the deposit facil-
ity rate, which is currently at -0.4. The 
United States Federal Reserve System is 
likely to lower its key interest rates by 
0.5% before the end of this year.

The lowering of the deposit facility rate 
would also boost the housing market as 

this guides the Euribor, which is often 
used for mortgage loan interest rates. 
The ECB’s deposit facility rate can be 
considered the minimum Euribor level. 
Other news coming from the residen-

tial property market this year has been 
mixed, as the change in apartment 
prices from last year was almost zero 
in the period January–May, according 
to Statistics Finland. Regional devel-
opment is, however, very fragmented. 
In May, the prices of old apartments 
in limited liability housing companies 
went up by 0.5% in the Helsinki met-
ropolitan area and down by 2.5% in 
the rest of the country compared to 
the same period last year. The number 
of completed transactions decreased 
in Q1 2019, according to the Union of 
Real Estate Agencies in Finland. On the 
other hand, based on statistics released 
by the Bank of Finland, there was an 
increase of 1.5% in new mortgage loans 
in January–May compared to the corre-
sponding period last year.

INTEREST RATES ARE NOT 
THE ONLY FACTOR AFFECTING 
THE HOUSING MARKET
Zero rates and negative rates have 
made BIS, for example, concerned 
about asset bubbles and economically 
unviable ‘zombie companies’ that need 
monetary easing in order to operate1.  
The former increase the volatility of 
GDP growth and the latter weaken the 
already dwindling productivity develop-

ment. A study conducted using Swed-
ish data revealed that lowering interest 
rates below zero no longer increases 
lending as it once did2.  The ECB’s own 
study, however, found that unusual 
monetary policy measures had a strong 
impact on economic growth in the Euro-
zone3.  

The debate surrounding negative inter-
est rates and the effects of unusual 
monetary policy measures in general 
will continue. The IMF’s new study, 
which suggests that the central banks’ 
interest rate adjustments have only a 
short-term impact on the residential 
property market, is certainly interest-
ing from this segment’s perspective4.  
It seems that the housing market would 
benefit more from economic growth and 
increased employment than from minor 
adjustments to interest rates.

Markku Lehmus
Head of Forecasting

Research Institute of the Finnish Economy 
ETLA

Other news coming from the residential property 
market this year has been mixed, as the change in 
apartment prices from last year was almost zero 
in the period January–May, according to Statistics 
Finland. Regional development is, however, very 
fragmented. 



NEWSEC PROPERTY OUTLOOK AUTUMN 2019 11

EUROPEAN REAL ESTATE MARKETS 2019: 
MIXED ECONOMIC BACKDROP WILL LEAVE 

THE REAL ESTATE MARKET IN A PROLONGED CYCLE

The saying ‘all good things come to an 
end’ serves to reminds us of closure. 
For European real estate, this clo-
sure is taking a long time to come; we 
believe it will still be a while yet. This 
is partly due to changes in the mon-
etary policy environment.

The situation in the US–China trade war 
changes repeatedly. Brinkmanship has 
ceded occasionally to an (albeit vola-
tile) negotiation process between the 
two countries, which may result in a 
new bilateral deal. However, the ripple 
effect continues to wash over the global 
economy with a reduction in economic 
activity. The US economy seems to be 
slowing and the recent inversion of US 
treasury yields has reinforced the per-
ception that the US economy is in a late 
stage of this cycle.

We are also seeing an economic slow-
down in Europe. Although GDP growth 
stabilised in H1 2019, following a sharp 
deceleration at the end of 2018, the 
Eurozone economy grew at 0.4% (1.2% 
pa) and EU28 at 0.5% (1.5%). BNP 
economists expect this weaker eco-
nomic growth to continue in 2019 with 
the Eurozone at 1.1% and the UK at 
1.3% for 2019 (assuming Brexit dam-
age is contained). With a cooling econ-
omy, inflation has also been moderate 
in both the Eurozone (1.3%) and the UK 
(1.9%).

The lower forecasts for the economy 
and inflation is also driving govern-
ment bond yields down. In Europe, the 
number of countries with negative 
bond yields over varying durations has 
increased markedly over the past 12 
months. For real estate, low interest 
rates are a double-edged sword; they 
are positive for the capital markets as 
the spread between bond and property 
yields are allowed to increase, but they 
also create a headwind for the occupa-
tional market, where demand tends to 
fall with slowing economic activity. How-
ever, with low levels of construction in 
the current cycle, vacancy rates have 
remained subdued in most European 
markets, helping to cushion the effect of 
a slowing economy on rental growth. For 
this reason, investors have felt confi-

REAL ESTATE MARKET IN EUROPE

EUROPEAN REAL ESTATE MARKETS 2019: 
MIXED ECONOMIC BACKDROP WILL LEAVE 

THE REAL ESTATE MARKET IN A PROLONGED CYCLE
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Samuel Duah, PhD
Director, Head of Real Estate Economics
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REAL ESTATE MARKET IN EUROPE

in Dublin (4.8%), Milan (20%), Rome 
(16%) and Oslo (7.7%), and the same 
level as earlier in Paris (0.0%) and Ber-
lin (0.0%). These are compared to falls 
in all UK cities. 

Going forward, we expect the pres-
sure to intensify, leading to negative or 
more subdued rental growth in more 
countries. We anticipate that rents will 
decline in all German cities as well as 
Central London over the forecast period. 
The strongest rental growth will be seen 
in Milan (3.1%), Dublin (3.3%) and 
Paris (3.5%) over the next two years. 
Given that these locations are prime 
high-street cities, this represents the 
upper end of what can be expected in 
this sector, which remains under severe 
pressure across Europe from e-com-
merce penetration.

the coming years, averaging 1.7% over 
the next three years.

RETAIL IS UNDER PRESSURE, 
BUT NOT A DISASTER 
In contrast to the office (and logis-
tics) sector, retail appears to be under 
pressure. Both occupiers and inves-
tors are cautious about retail in Europe, 
although the degree to which this is 
expressed in different markets varies 
depending on the level of e-commerce 
penetration in the country. Consumer 
spending itself is in a good position in 
Europe. As unemployment falls, con-
sumer spending has been increasing and 
is forecast to grow by 1.7% in 2019 and 
2020, according to Oxford Economics.

This is good news for retail as an eco-
nomic sector; however, it is less pos-
itive for retail as a property sector, 
where changes in consumer shopping 
habits mean that a large proportion of 
this spending is now done online instead 
of in physical shops. We expect e-com-
merce to continue to see a good level of 
growth in 2019 (14.0%). In 2018, nearly 
9% of total European retail sales were 
conducted online. The highest rate was 
observed in the UK, accounting for one 
third of total online sales in Europe 
(32%). In continental Europe, this rate 
is lower and varies between countries. 

This variation helps to explain the dif-
fering fortunes of retail from country to 
country. The UK has the largest pene-
tration rate and is seeing a shakeout in 
physical retailing; many retailers have 
simply been unable to adapt their organ-
isations to e-commerce-driven sales and 
have gone into administration. Those 
who have survived have shrunk their 
physical estate. Currently, there is a 
great deal of uncertainty regarding UK 
retail space and investors in the sector 
remain cautious.  

The situation is a bit different in con-
tinental Europe, where e-commerce 
has had a much less significant impact. 
While sales on both the high street and 
in shopping centres in the UK are bear-
ing the brunt of the e-commerce revolu-
tion, on the continent we are still seeing 
rental growth or stability in high-street 
retail. Last year, we saw rental growth 

merce has been higher than across con-
tinental Europe, rental growth has been 
much faster. In our view, this is likely to 
continue despite – and to intensify in 
the short term due to – the uncertainty 
of Brexit. On the continent, there is a 
clear difference in the performance of 
the two segments of the market. Rental 
growth has been stronger, albeit lower 
than in the UK, for light logistics located 
in urban areas due to limited supply. 

Aggregate demand in H1 2019 was +9% 
higher than this time last year. Vacancy 
rates continue to fall, despite the high 
level of construction across Europe. The 

bulk of these demands and activity has 
occurred in the core markets of Ger-
many, France, the UK and the Nether-
lands. 

Going forward, skilled labour shortages 
in some core European markets means 
that there could be insufficient develop-
ment to meet new requirements, espe-
cially in the XXL range required for 
e-commerce. This has already begun to 
push up development costs and there-
fore rental growth, which averaged 
5.2% in 2018 across Europe. We antici-
pate that the rate of growth will slow in 

However, with low completion rates in 
most European cities, vacancy rates are 
still falling. At the end of H1, it had fallen 
a further 80bps compared to the same 
period last year, to 6.2%. Berlin, Munich 
and Paris CBD still have vacancy rates 
below 2%. There is virtually no supply, 
and this is boosting rental growth.

Our outlook shows that prime office 
rental growth, which has firmed up 
recently, will be modest at best, rang-
ing between -1.20% pa to +5.0% pa over 
our five-year forecast period. Markets at 
the lower end include Budapest (-1.2%), 
Bucharest (-1.1%), Dublin (-0.3%) and 
Manchester (-0.8%), while those at the 
upper end include Stockholm (+3.5%), 
Berlin (+4.1%), Amsterdam (+2.8%) 
and Cologne (+3.2%).

LOGISTICS CANNOT GROW 
QUICKLY ENOUGH
Overall, in Europe, the logistics market 
has remained one of the most dynamic 
sectors, with the trend towards multi-
channel retail continuing to drive 
demand for logistics space. However, 
the performance of the traditional 
large warehouses in non-urban areas 
and the smaller units located within 
urban zones has been polarised. In the 
UK, where the penetration of e-com-

it to remain broadly stable. Logistics 
yields, on the other hand, are likely to 
continue to compress broadly in some 
key markets this year, driven by the 
increased interest from investors in 
the sector. The strongest compression 
is likely to occur in France and the CEE 
markets. 

The situation in the retail sector is much 
more complex, with compression still 
ongoing in Vienna while Berlin, Munich 
and Prague will move from compression 
in 2019 directly into increases in 2020. 
These are exceptions, as most Euro-
pean retail markets are poised for yield 
increases in 2019.

VACANCY RATES STILL FALLING 
WITH STABLE OFFICE DEMAND
Despite the tepid economic growth, the 
occupational market has remained sur-
prisingly stable across Europe. However, 
it would be somewhat unrealistic to 
expect this to continue throughout the 
rest of 2019. There are further uncer-
tainties regarding the prospects for the 
occupational market linked to economic 
developments. 

Our expectation is that the slowdown 
could translate into a more generalised 
slowdown in occupier demand in 2019. 

dent enough to continue to invest, albeit 
selectively, in the real estate sector. 

A COOLER INVESTMENT CLIMATE 
IN A MATURED CYCLE
Although transactional volume held 
its own in 2018 in comparison to the 
2017 figures, H1 2019 has seen drops 
in most markets. This reflects more 
of a lack of supply than a weakness in 
demand, since the products that man-
aged to trade did so at historically low 
yields. Across Europe, volumes fell by 
13% to €101.74bn in H1 2019 relative to 
the same period of 2018. The extent 
of these drops varies across the mar-
kets. The drop has been significant in 
the UK (-33%), where Brexit has been 
a major headwind. In Germany (-6.5%) 
and France (0.0%) it has been stable. 
But the largest increases have been 
seen in the Czech Republic (+65%), 
Spain (+60%) and Italy (+51%), where 
investors have sought to diversify their 
holdings. Meanwhile, yields have been 
largely stable or have fallen in some 
sectors and markets.

Our expectation for yield movement 
among the different sectors is mixed. 
For offices, we see some scope for 
selective compression, as seen in Paris, 
Lyon, Vienna and Prague, but we expect 

In contrast to the office 
(and logistics) sector, 
retail appears to be 
under pressure. 
Both occupiers and 
investors are cautious 
about retail in Europe, 
although the degree to 
which this is expressed 
in different markets 
varies depending on 
the level of e-commerce 
penetration in 
the country. 

5,0%

6,0%

7,0%

8,0%

9,0%

10,0%

11,0%

12,0%

85

90

95

100

105

110

115

120

125

130

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Prime Rent* (lhs) Vacancy Rate (rhs)Prime Rent (lhs) Vacancy Rate (rhs) %

EUROPEAN OFFICE MARKET

(INDEX, 2010=100)



NEWSEC PROPERTY OUTLOOK AUTUMN 2019 15

A VIEW FROM LONDON
Commenting on the UK market right 
now is a tricky business as it is sub-
ject to the impact of two rather dif-
ferent forms of democracy.

TOP DOWN DEMOCRACY & 
THE “B” WORD
The first is top down, and as we have 
a new Prime Minister in Boris Johnson 
who believes he is a latter-day Church-
ill, one is in fact reminded of Churchill's 
wise words that “democracy is the worst 
form of Government except for all those 
other forms…”

This pre-supposes that the electorate is 
representative of the people as a whole 
and that they have the right informa-
tion on which to place their votes. Boris 

REAL ESTATE MARKET IN EUROPE: A VIEW FROM LONDON

Richard Angliss
Consultant

Newsec in London

has not been voted in by a majority of 
the electorate but by a narrow subset of 
some 160,000 conservative party mem-
bers (of whom more than 50% are over 
55). He brings a somewhat “unique” 
style with a hard Brexit stance. Given 
the quality of debate and narrow mar-
gin of the leave vote in the original ref-
erendum plus the shifting demograph-
ics and political landscape since, it is not 
clear therefore that he has a firm man-
date from the country as a whole for a 
no deal exit.

This backdrop is not providing the sta-
bility which business requires to invest 
in the future. From a real estate per-
spective, whilst London markets in par-
ticular were relatively resilient until the 

beginning of this year, we can now see 
this uncertainty is clearly impacting on 
overall transaction volumes. Right now, 
the short-term risks seem to be on the 
downside for a further period of eco-
nomic, political and potentially even 
constitutional uncertainty which is likely 
to continue to weigh on real estate mar-
kets.

BOTTOM-UP DEMOCRACY & 
REAL ESTATE FUNDAMENTALS
The second form of democratic impact 
is rather more edifying, supported in all 
cases by technological innovation.

In the past, most ultimate end-users of 
commercial real estate have had lim-
ited choices as to where to shop or go 

to work made on a long lead-in cycle by 
retailers and corporates. Today, there 
is however increasing choice available 
to consumers who can shop for almost 
everything on-line; this is impacting 
heavily on the UK high street and all the 
evidence points to the continued rela-
tive growth of internet sales as a pro-
portion of total retail sales. Likewise, 
office workers now have the option to 
work from alternative locations, flexible 
workspace or indeed from home.  The 
ability to work flexibly without impact-
ing on career prospects is cited by 75% 
of millennials as important for them and 
as the war for talent intensifies, pro-
viding the right environments to drive 
employee engagement simply cannot 
be ignored. 

This democratisation of real estate cre-
ates challenges for the traditional prop-
erty sector as individual end users 
make dynamic choices and puts the 
onus on us to create places where peo-
ple want to be – whether it is an experi-
ential retailing environment with a mix 
of leisure, food & beverage and enter-
tainment, or the feel-good engagement 
factor of interacting in an exciting col-
laborative environment with colleagues 
in the workplace. And in fact, a mix of 
the two.

At Newsec, this is becoming a key focus 
for us in the Nordic markets as we look 
to harness long term drivers of sustain-
able outperformance for our Clients. 

In the meantime, in the UK, one can 
only hope that the medium-term oppor-
tunity to create this more effective and 
dynamic use of bottom up democratised 
real estate is not overshadowed by our 
current top down difficulties.
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Good retail
Strong location with strong catchment area and footfall.

Medium retail
Strong location with medium catchment area and footfall or 
Medium location with medium catchment area and footfall.

Poor retail
Peripheral location with medium or poor catchment area and footfall.
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E-commerce in the Nordics has experienced substantial growth over 
the past few years, and currently makes up around 10% of the total 
retail turnover. 61% of people in the Nordics make an online purchase 
in an average month, to an average value of about 200 euros. Fur-
ther, 18% of goods purchased come from outside the Nordics, mean-
ing that physical retailers are increasingly facing competition from 
places that they could previously avoid. Meanwhile, consumption 
patterns are also changing in other ways. Consumers in the Nordics 
today spend almost twice as much on hotels, restaurants, cafés and 
travel as they did twenty years ago – while spending a third less on 
clothes, groceries, durable goods and alcohol. It is no wonder, then, 
that physical retail is somewhat struggling. 

Indeed, major retailers that have strug-
gled over the past year include H&M, 
IKEA, Kappahl, Stockmann, and XXL. 
Others, such as BR, Boomerang, Room/
Habitat, and JC, have gone bankrupt. 
However, physical retailers are increas-
ingly establishing their online pres-
ences, and in some cases have been 
able to regain significant amounts 
of lost market share. An example is 
H&M, which after considerable invest-
ment into e-commerce operations saw 
a strong Q2 result, with 27% growth 
in e-commerce sales. Nevertheless, in 
terms of physical retail generally, the 
amount of planned retail projects has 
fallen to a five-year low in the Nordics, 
with many projects increasingly being 
cancelled or delayed. For example, in 
Finland this can be seen in the amount 
of building permits for retail properties.

An often-cited example of “good” retail 
is Stockholm’s Mall of Scandinavia, 
which has continued to grow in popu-
larity since opening in 2015, and cur-
rently attracts an average of 41,000 vis-
itors per day. Similar statements have 
been made concerning shopping malls 
such as Vantaa’s Jumbo, Copenhagen’s 
Field’s, Oslo’s Sandvika Storsenter, 
Lillehammer’s Strandtorget or Vilni-
us’s Akropolis, particularly where these 
focus on social events, food, and bever-
age. High street retail in Biblioteksstan 
in Stockholm, Aker Brygge in Oslo, and 
parts of Strøget in Copenhagen, as well 

as retail parks in Barkarby in Stockholm, 
Outlet Park in Vilnius and Vantaanportti 
in Helsinki Metropolitan Area have also 
been highlighted as strong despite the 
state of the retail market as a whole. 
But overall, which type of “good” retail 
is performing best?

Retail parks have performed strongest 
in 2019, with substantial rental growth 
of 8% in the Nordics. The strong perfor-
mance of good retail parks is owing to 
the unique function that these fill in the 
retail spectrum. As e-commerce con-
tinues to grow, retail parks containing 
large grocery and durable goods stores, 
where customers can immediately 
access a wide variety of goods in a con-
venient way, as well as those containing 
unique outlet stores where goods are 
sold below the online retail price, have 
become particularly attractive. Indeed, 
even medium quality retail parks have 
experienced strong growth of 7% in 
2019, though the poorest quality assets 
do struggle. When online shopping 
for groceries takes off in earnest, the 
stronger performing retail parks may 
also find themselves affected and will 
then require increased efforts to adapt 
to modern consumption patterns. 

The picture displayed for malls is a lit-
tle more mixed. Good malls appear to 
be performing well, with growth of 4% 
in 2019, while medium quality malls 
have achieved minor growth of 1%, and 

poor malls are in crisis. The mixed pic-
ture displayed for malls is likely owing 
to the heterogeneity among assets, 
meaning retail expertise is required in 
order to make malls work, especially of 
medium or poor quality. Indeed, malls 
must generally do more to remain fun 
and entertaining, in order to increase 
footfall and continue to attract custom-
ers, and avoid major vacancies (even 
among good malls, these have been ris-
ing). However, the data does indicate 
that there is still a function for suburban 
or regional malls, and when done right, 
these can still thrive in an increasingly 
digital world. 

Meanwhile, good high street retail main-
tains a 4% growth rate in 2019, while it 
is clear that medium and poor-quality 
assets are struggling. This might indi-
cate that high streets in attractive loca-
tions with high amounts of footfall are 
likely to be able to weather the rise of 
e-commerce. However, store size may 
have to become increasingly consoli-
dated, with increased use of the high 
street for marketing purposes and to 
advertise the online catalogue while 
only stocking a selection of key prod-
ucts, rather than operating large flag-
ship stores. High street retail of poorer 
quality is likely to struggle to avoid 
vacancies, meaning property owners 
will be forced to rethink their strategy 
for this kind of property.

RETAIL RENTAL GROWTH IN THE NORDICS (%)
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Despite the high demand, regional dif-
ferences are growing in both the com-
mercial property and residential mar-
kets. The quality and accessibility (by 
train, in particular) of the property are 
playing an increasingly important role in 
decision-making in the investment and 
rental markets. In the housing market, 
supply is becoming concentrated due 
to the considerable volume of new con-
struction projects.

HIGH INVESTMENT DEMAND FOR 
OFFICE SPACE FOCUSED OUTSIDE 
THE CENTRE
The high demand and low supply of 
prime office properties in the Helsinki 
CBD has increased the demand in other 
prime office submarkets. Kamppi, Ruo-
holahti and Keilaniemi districts, in par-
ticular, are becoming increasingly pop-
ular among tenants and investors alike. 
In these submarkets, there is pressure 
for yields to drop; the healthy tenant 
demand has raised average rents and 
has been a factor in the falling occu-
pancy rates.

Only a few new office projects are 
under way in the Helsinki Metropolitan 
Area at the moment. Among the most 
significant of these are the second and 
third phases of NCC’s Fredriksberg 
office block in Vallila, with a total gross 
area of 18,600 m2. In Pasila, Workery’s 
office tower blocks, covering an area of 
50,000 m2 at Tripla, are set to be com-
pleted next year. The construction of 
the European Chemicals Agency’s new 
head office in Telakkaranta is also under 
way. The project, which is being carried 
out by Skanska, will be completed at the 
end of this year and will comprise 17,700 
m2 of leasable area. In June, the prop-
erty was sold to German company HAN-
SAINVEST Real Estate for EUR 135 mil-
lion. However, several office projects for 
many prime office sub-markets, such 
as Keilaniemi, Ruoholahti, and Pasila/
Ilmala, are in their planning stages. 

Several old office building renovations 
are also ongoing. Property owners have 
reacted to the buoyant market situa-
tion in prime submarkets and are now 

renovating their assets to create mod-
ern offices. In Keilaniemi, Regenero 
Oy is converting the building known as 
‘Raaden hammas’ into Accountor Tower, 
and in Kamppi, Sponda is renovating 
Arkadia n:o 6, which will become Aktia’s 
new head office in summer 2020.  The 
most notable aspect of these ongoing 
projects and renovations is the growing 
significance of services. In many prop-
erties, the ground floor is occupied by 
supporting services such as restaurants 
and retailers. These are, in fact, mixed-
use properties that are intended to be 
used around the clock and at weekends 
too.

Several transactions involving office 
properties have taken place this year. 
One of the most significant of these 
involved the sale of Sweco’s head office 
in Ilmala to German company GLL Real 
Estate Partners. The property, sold by 
Sponda, has a total area of 20,000 m2. 
Skanska sold the Aviabulevardi II office 
building located in Aviapolis for EUR 
30 million to Swedish company Niam 

REAL ESTATE MARKET IN FINLAND: HELSINKI METROPOLITAN AREA

HELSINKI 
METROPOLITAN AREA 

The Helsinki metropolitan area has retained its position as Finland’s most active and sought-after property market. 
Investment demand remains strong and is supported by higher yields compared to other Nordic capitals and Central 
European metropolises. Demand exceeds supply, in particular with regard to prime properties. There is fierce competi-
tion among investors over properties emerging on the market.

REGIONAL DIFFERENCES ARE GROWING
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AB. In addition, in two separate trans-
actions, Antilooppi bought three build-
ings in Stella Business Park from ELO 
Mutual Pension Fund and special invest-
ment fund Fennica Toimitilat I. The total 
transaction value of these properties is 
approximately EUR 63 million. Follow-
ing these transactions, Antilooppi now 
owns the entire 23,100-square-metre 
business park.

UNCERTAIN FUTURE OF RETAIL 
PROPERTIES WEAKENING 
DEMAND
Retail property investment demand 
has decreased in the Helsinki Metro-
politan Area, as elsewhere in the coun-
try, and the same is true for global 
retail property markets. However, sev-
eral large shopping centre transactions 
have taken place this year. In a transac-
tion worth approximately EUR 249 mil-
lion, ELO Mutual Pension Fund bought 
the 34-per-cent share in the shopping 

centre Jumbo previously owned by Uni-
bail-Rodamco-Westfield, a French listed 
company dealing in property invest-
ments. With this deal, ELO strength-
ened its position as the property’s main 
owner. The yield was 5%. Later in the 
summer, news broke of a transaction 
between ELO and Mutual Pension Com-
pany Varma, which will merge Jumbo 
and the Flamingo Entertainment Center. 
The complex is worth approximately 
EUR 600 million and will be owned 
jointly by ELO and Varma.

Local shopping centres that are led by 
grocery stores, provide appropriate 
services and are located near residen-
tial areas offer opportunities for invest-
ment. One transaction in this segment 
was the sale of shopping centre Arabia 
in Helsinki and shopping centre Duo in 
Tampere to NREP. The total transaction 
value of these properties was EUR 77 
million.

New and nearly completed shopping 
centres are increasing retail space sup-
ply, and competition over tenants is 
intensifying, making the segment the 
tenants’ market. Shopping centres must 
use marketing, branding and appropri-
ate service concepts in order to stand 
out from the competition.

LOGISTICS PROPERTY YIELDS 
UNDER PRESSURE
There is great demand for logistics prop-
erties, particularly from outside the 
country. This is part of a phenomenon 
affecting the whole of Europe, in which 
demand has shifted from retail to logis-
tics properties; smaller industrial facili-
ties in particular are of interest to inves-
tors due to higher profits.

For the best logistics properties, yield is 
currently around 5 per cent. In our view, 
this high demand will put yields under 
pressure for the next 12 months. 

Rents are high in Finland compared to 
Europe and other Nordic countries. The 
reasons for this include high construc-
tion costs and scarcity of speculative 
construction. At the moment, new con-
struction in the Helsinki Metropolitan 
Area is focused on Aviapolis and Viinik-
kala regions in Vantaa.

NEW FORMS OF LIVING 
EMERGING
The historically high volume of resi-
dential property construction projects 
has also added to the number of apart-
ments for sale in the Helsinki Metro-
politan Area. Construction companies 
have reacted to the change by devel-
oping new marketing and sales strat-
egies. Construction company Lehto’s 
new product Lehto Profit, for example, 
guarantees the buyer a 24-month guar-
anteed profit. 

Investment demand is high, and recent 
buyers have included both domestic and 
foreign investors. In June, LähiTapiola 
Asuntorahasto Prime Ky sold a portfolio 
comprising 547 apartments to special 
investment fund OP Vuokratuotto. The 
majority of the properties were located 
in the Helsinki Metropolitan Area. Fen-
nia and Henki-Fennia sold a 334-apart-
ment portfolio to the Catella Wohnen 
Europa fund, which has holdings across 
Europe. The portfolio changed hands for 
nearly EUR 80 million. The share of the 
housing market owned by foreign inves-
tors in the Helsinki Metropolitan Area in 
particular is likely to grow in the future.

Tenant demand remains strong in the 
Helsinki Metropolitan Area, and rents 
are predicted to continue rising moder-
ately due to a strong positive net migra-
tion rate. However, the volume of new 

Kauri Melakari
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production has stabilised rent growth. 
New forms of living are also emerging 
in the market. NREP’s Noli Studios con-
cept, for example, offers living as a ser-
vice, and new kinds of options for rent-
ing are being introduced onto the market.
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The Helsinki city centre property 
market remains attractive. The office 
vacancy rate is under 10 per cent 
with a downward trend, and there 
is upward pressure on market rents. 
Coworking spaces are enlivening 
and diversifying the supply. There is 
a shortage of suitable office space 
in the centre, although the active 
development is helping to meet the 
demand by creating new office and 
hotel capacity.

Investment demand in Helsinki city cen-
tre has remained very high. Decreasing 
vacancy rates and rising market rents 
are boosting the CBD even further. 
There is interest in all types of spaces, 
including both cash-flow properties 
and development properties. The high 
demand has brought yield levels down. 

The transaction market has been active 
in the CBD. OP Henkivakuutus sold the 
property at Aleksanterinkatu 15 to a 
fund managed by American company 
BlackRock in spring and an office build-
ing at Eteläesplanadi 12 to German com-
pany Union Investment Real Estate 
GmbH at the beginning of August. In 
addition, Nordea Henkivakuutus bought 
a property at Keskuskatu 1B from 
Sponda, and CapMan bought the histor-
ically significant property at Pohjoise-
splanadi 21 from Sedmigradsky Founda-
tion. All these properties are multi-user 
office and retail properties with good or 
moderate vacancy rates.

CONTINUING TENANT DEMAND 
FOR OFFICES 
Office property demand has remained 
strong, and vacancy rates have 
decreased. Spaces covering less than 
500 square metres have been particu-
larly popular. There has also been some 
demand for bigger offices, but less so 
for head offices and other large office 
properties in the CBD. 

Savills is modernising the offices at 
Aleksanterinkatu 11, and Trevian is devel-
oping the building known as ‘Wuorion 
talo’ on Unioninkatu. Once the work 
is completed, the properties will bring 
together nearly 10,000 square metres 
of modern office space into the CBD. 
The properties also account for a sig-

REAL ESTATE MARKET IN FINLAND: HELSINKI CITY CENTRE

HELSINKI CITY CENTRE
OFFICE VACANCY RATE DECREASING AND DEMAND REMAINING HIGH
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MAKE USE OF THE EVEN MORE DETAILED PROPERTY MARKET DATA!

Browse our property outlooks on the 
Helsinki Metropolitan Area office market 
and southern Finland logistics market, 
available for download for a fee.
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Coworking spaces ease the high demand 
for small and medium-sized offices. Ten-
ants benefit from the flexibility of space 
use and lease lengths. From the prop-
erty owner’s point of view, coworking 
solutions improve usability as they ena-
ble the division of impractical offices 
into smaller units.

HOTEL CAPACITY INCREASING; 
NO SIGNS OF OVERSUPPLY
Several hotels are being renovated and 
expanded in the city centre, and there 
is also ongoing new construction. Hotel 
capacity is therefore set to increase 
significantly, but there are no signs of 
oversupply yet. Operators are still on 
the lookout for new properties in the 
city centre, and new hotel conversions 
are likely. 

The growth of the hotel stock has 
increased the significance of hotel 
investments. Hotel properties are now 
a significant part of the city centre prop-
erty investments. Steady cashflow, long 
leases and solid demand are likely to 
increase the popularity of hotel proper-
ties among investors even further. 

nificant portion of the vacant spaces on 
the local market as there are no similar-
sized vacant spaces in other properties. 

Strong demand and the low number of 
vacant spaces in the area are putting 
pressure on rent levels. Rents in the 
CBD are set to increase, especially in 
small and modern office spaces.

COWORKING SPACES 
OFFERING NEW OPTIONS FOR 
OFFICE USERS
The supply of coworking spaces has 
increased at an intensifying speed. 
Swedish company Epicenter opened Fin-
land’s largest coworking space, covering 
approximately 9,000 m2, on Mikonkatu 
in September. Village Works, in turn, 
has opened a new space in the Suom-
italo building and will be expanding it 
this autumn. 

The supply of coworking spaces has 
increased outside the CBD too; Spaces 
opened a new coworking space on Bule-
vardi and UMA in Kalasatama. Spaces 
will also open another space at Tripla 
in Pasila next spring. Coworking spaces 
are mostly clustered in a very small area 
in the city centre, even though there is 
also demand for them outside the CBD.
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Rents in the CBD 
are set to increase, 
especially in small and 
modern office spaces.

CBD
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Tampere is a very attractive invest-
ment target for property investors, 
despite the fact that few large prop-
erty transactions have taken place 
in the area this year. Transaction 
volumes are expected to rise as the 
demand from both domestic and for-
eign investors increases. 

The most intense phase of new develop-
ment projects has passed. Large-scale 
construction projects, such as the Tam-
pere Arena, will take a very long time to 
complete and their impact on the mar-
ket will not be fully appreciated for a 
while yet.

erties were to be put on the market 
nearly fully leased. However, the level is 
still considerably higher than for prime 
properties in the Helsinki metropolitan 
area, attracting investors to the Tam-
pere area.

The Tampere Arena will also include 
a 6–7-storey office building, Tamper-
een Kannen Kruunu, with approxi-
mately 7,000 m2 of office space and 
about 1,000 m2 retail space. The Arena 
itself will not affect the office market, 
although rent per square metre is likely 
to be higher in Kannen Kruunu com-
pared to current prime properties.

It is worth noting that there is a short-
age of good office and logistics prop-
erties. Retail property leasing has 
increased considerably. Professional 
investors are still very interested in res-
idential properties due to urbanisation 
in the Tampere region and higher yields 
compared to the Helsinki Metropolitan 
Area. 

SHORT SUPPLY OF 
PRIME OFFICE SPACE
Due to the strong market develop-
ment, prime office property yields have 
dropped over the last five years by one 
percentage point to 5.5%. This level 
would be achievable if the prime prop-

HIGHER YIELDS THAN THE HELSINKI METROPOLITAN AREA AND 
POSITIVE DEMOGRAPHIC DEVELOPMENT INCREASING INVESTMENT DEMAND

In addition to new office properties, 
the older stock deserves some atten-
tion. Many office properties would have 
upside potential through modernisation. 
This would help boost supply to meet 
the high prime property demand.

Another emerging trend affecting nearly 
all significant office markets – cowork-
ing spaces – is strong in Tampere too. 
MOW Supernova, opened in Ratina, 
Technopolis UMA on the Yliopistonrinne 
campus, and CrazyTown in the Postitalo 
building have brought a new dimension 
to the market. Appropriately priced, the 
coworking concept could be the solution 

for spaces with good locations that are 
yet difficult to lease out for some reason.

RETAIL LEASING PICKING UP
Several new high street operators have 
emerged in Tampere in the last six 
months. Although the construction of 
the tram line has considerably hindered 
business for the retail spaces on its 
route, tenants in many other locations 
have found a space for their business. 
On the other hand, turnover is high as 
it is very likely that these tenants will 
change in the next two years or so.

In the shopping centre market, there is 
a desire to create complexes that stand 
out and serve locals’ needs. This means 
that shopping centre branding is becom-
ing increasingly important. The shop-
ping centre Tullintori, for example, is 
facing a significant redevelopment in 
which it will become more experience-
oriented, with added restaurants and 
entertainment services. 

Another example of standing out is the 
property transaction in which Nordic 
property investment company NREP 
bought the 13,000-square-metre shop-
ping centre Duo located in Hervanta 
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from property investment company City–
con in June. Duo has a healthy footfall, 
but the aim is to make it better suited 
to locals. 

Shopping centres are facing the reality 
of large complexes; the higher up you 
go, the more difficult it is to lease out 
spaces. Shorter leases also pose a chal-
lenge for shopping centre management.

SHORT SUPPLY OF LOGISTICS 
PROPERTIES 
The Tampere region logistics market 
is heavily centred around Pirkkala and 
Sarankulma. Several new properties are 
being constructed in the Linnakallio and 
Linnakorpi areas in Pirkkala, attract-
ing new operators to the area. Land 
zoned for logistics properties and light 
warehouse properties is quickly being 
reserved for new properties.

According to our calculations, yield in 
prime properties has dropped below 6%, 
although new properties often remain 

in the developers’ own balance sheets. 
The number of sales involving prime 
logistics properties is very low. One sig-
nificant transaction took place over the 
summer, however, when Aktia Toimiti-
lakiinteistöt bought a modern logistics 
property in Tampere.

There is an interesting development 
occurring in Kolmenkulma, where a new 
cleantech area is under construction. 
The area is sure to attract several circu-

lar economy companies, bringing syner-
gistic benefits to all concerned.

STRONG INTEREST IN 
THE HOUSING MARKET FROM 
PROFESSIONAL INVESTORS
As Tampere is a significant growth cen-
tre, its housing market is the subject of 
strong investment demand. Increasing 
net migration, new construction pro-
jects and higher yields compared to 
the Helsinki metropolitan area make 
the region very appealing. This strong 
demand is reflected in the supply. In 
2017 and 2018 combined, new resi-
dential buildings covering more than 
340,000 m2 were completed in the city, 
whereas approximately 210,000 m2 was 
completed in 2015 and 2016 combined.

Larger apartment portfolio transac-
tions that took place over the summer 
included properties in Tampere. Special 
investment fund OP-Vuokratuotto, for 
example, bought ten properties, some 
of which are located in Tampere, from 

LähiTapiola Kiinteistöpääomarahastot 
Oy, and the Catella Wohnen Europa fund 
bought six residential properties from 
Fennia and Henki-Fennia.

The expectant mood in the property 
market also manifests itself in the hous-
ing segment as cautions construction. 
New projects are not launched quickly 
and investment decisions are drawn out.

All in all, Tampere has the same phe-
nomenon as the Finnish property mar-
ket in general: a lack of prime proper-
ties. Tenants and investors alike are 
willing to pay more for good spaces 
and properties, but there just are not 
enough suitable properties on the mar-
ket.

As Tampere is 
a significant growth 
centre, its housing 
market is the subject of 
strong investment 
demand. 
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SOUTHWEST FINLAND’S STRONG 
ECONOMY BOOSTING PROPERTY 
MARKET
Southwest Finland’s economic growth 
has remained strong, and the region is 
thriving in both production and hous-
ing. The change has been led in par-
ticular by the shipyard industry, whose 
order stock spans all the way to 2025–
2026. Growth has been widespread, and 
the ripple effects have reached other 
industries, such as the chemicals and 
technology industries, which already 
employ more than 10,000 people in and 
around the Turku region. Employment 
has experienced strong growth, and 
southwest Finland is predicted to have 
approximately 30,000 new jobs in the 
near future. The shipyard industry alone 
will account for approximately 10,000 of 
these. New infrastructure and commer-
cial space as well as expanded techni-
cal research and education are needed 
to sustain this growth. The high-speed 
rail connection between Turku and Hel-
sinki, referred to as ‘the one-hour train’, 
and other public transport solutions are 
creating foundations for the develop-
ment of the entire region and will play 
an important role in the development, 
location and value increase of proper-
ties in the future.

TRANSACTIONS MARKET 
REMAINS ACTIVE
Decreasing yields and higher profit 
expectations in the Helsinki Metropol-
itan Area are redirecting demand to 
other regions and their growth centres. 
Together with strong economic growth, 
this has made the Turku region very 
appealing to property investors. Not all 
properties sell, of course, as the mar-
ket is still very polarised; buyers are 
attracted to good properties. Buyers 
are also price-conscious, and it is worth 
remembering that, to some extent, 
Turku’s prime properties compete with 
those in other university cities. Trans-
action volume is expected to rise com-
pared to last year, however, across all 

property types. New offices in prime 
areas, hotels, logistics properties and 
entire apartment blocks are among 
those properties considered to be most 
interesting.

Conficap Oy bought the Torinkulma 
property by the market square and the 
Lasikuutio office building in the centre 
of Raisio from a private property inves-
tor at the beginning of the year. Hartela 
Oy sold the multi-use property located 
in Skanssi and containing retail, office 
and service spaces to United Bankers’ 
special investment fund UB Suomi. The 
Kivikukkaro property located in the city 
centre was sold to the Vontobel Sustain-
ability Real Estate Europe fund. The for-
mer bank building has been converted 
into a high-quality complex containing 
retail, office and hospital space. Vuokra-
kartio Oy bought a complex located at 
Itäinen rantakatu 60 and comprising 
retail, office and gym space from Varma.

RETAIL PROPERTY FOCUS 
SHIFTING AWAY FROM 
THE MARKET SQUARE
As elsewhere in Finland, the attrac-
tion of the city centre is also dwindling 
in Turku. Some specialised trade shops 
have closed, and most large restaurants 
have disappeared from around the mar-
ket square in particular. The number of 
vacant retail spaces has also increased. 
The construction of the Toriparkki park-
ing garage and limiting Linnankatu 
only to public transport have shifted 
the stream of shoppers away from the 
market square and towards the river-
side, where many new restaurants have 
opened. The block known as ‘Hansa-
kortteli’ still remains the most signifi-
cant retail hub in the city centre. Shop-
ping centres outside the centre, such 
as Mylly and Skanssi, are the second 
choice for brand stores. The pedestri-
anised street in the centre has remained 
a good retail location and is now lined 
with bars and restaurants.

The strong economic growth in the Turku region is reflected in the buoyant 
property market. All signs point to a vibrant year, and the Turku property mar-
ket is perceived as being extremely interesting at the moment.

TURKU
PROPERTY MARKET THRIVING WITH ECONOMIC GROWTH
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Growth expectations for retail prop-
erty rents are the highest in Skanssi 
and Hauninen, where Rusta, for exam-
ple, is opening its first store in Finland, 
most likely under the name Hong Kong. 
Expectations are lower in the city cen-
tre: the turmoil in the market square 
resulting from the parking garage con-
struction, the demolition and new con-
struction of the Hamburger Börs hotel, 
and the change in the direction of cus-
tomer flow have caused anxiety among 
retail property tenants in the area. The 
growth in e-commerce is also contrib-
uting to the uncertainty. Yields are 
expected to rise and rents to decrease 
slightly in retail properties.

DEMAND FOR OFFICE TENANTS 
STRONG
The office vacancy rate has fallen to 
approximately 7%. The demand for 
high-quality office space has increased 
more quickly than supply. The Kupittaa 
area is practically full, and one would 
be hard-pressed to find a modern, air-
conditioned office space in the city cen-
tre. Low rent alone is no longer enough; 
spaces are expected to be high quality, 

functional and located in a comfortable 
environment, both in terms of the actual 
location of the space and the available 
services and the options for networking 
and cooperation. 

Old office space has exited the market 
through apartment conversions, and 
there has not been much new construc-
tion. A new head office for Veritas and 
a campus building for Turku Univer-
sity of Applied Sciences are being con-
structed in the Kupittaa area, however, 
and both offer leasable office space for 
external parties. Nordea has announced 
it will set up a new call centre with 150 
employees in Veritas’ building. There 
are only a few sites suitable for con-
struction in the Kupittaa area, which is 
forcing office construction to expand to 
Itäharju, on the other side of the rail-
way where taller buildings are also a 
possibility. The demand for high-qual-
ity offices is expected to remain high 
and rents are projected to rise through-
out the segment, particularly in Kupit-
taa and the city centre. There is likely 
to be more new office construction, and 
yields will drop in prime areas.

LOGISTICS CONSTRUCTION 
NOT MEETING DEMAND
Logistics properties in the Turku region 
are, for the most part, occupied, and 
the need for new construction is con-
siderable as demand persists. The 
problem with leasing is that the man-
agement has a small profit margin and 
tenants may not necessarily be able to 
pay the rent required for a new build-
ing. The situation is similar in produc-
tion and warehouse properties, where 
there is a shortage of large spaces. A 
move to a larger space therefore often 
means expansion or new construction. 
However, there is some ongoing con-
struction of production, warehouse 
and logistics properties. The construc-
tion of Schenker’s new logistics prop-
erty across approximately 20,000 m2 
is ongoing in Avanti, Lieto, for exam-
ple, but as a whole, new production 
is not meeting demand. The yields of 
high-quality production, warehouse and 
logistics spaces in good locations are 
expected to drop and tenant demand to 
remain strong.

Vesa Eronen
Regional Director

Newsec
Tel. +358 40 552 9054
vesa.eronen@newsec.fi

NEW CONSTRUCTION MEETS 
PENT-UP RENTAL APARTMENT 
DEMAND
The positive structural change is also 
reflected in the housing market. In 2017, 
approximately 60,000 m2 of residential 
space was built in Turku, and in 2018, 
the figure was as high as 140,000 m2. 
This met the pent-up demand to a cer-
tain extent, and the rate of construction 
is expected to slow down.  Turku’s popu-
lation increases by approximately 2,000 
per year and this growth is projected to 
speed up. The population is estimated to 
grow by 20,000–30,000 by 2030. 

Renting is the most common form of liv-
ing in Turku, and is expected to increase 
further in popularity. In H1 2019, rents 
for non-subsidised rental apartments 
rose the most in Turku, and there is a 
strong belief that they will increase fur-

ther, albeit at a more moderate pace. 
New, high-quality apartments raise the 
average rents, of course. At the end of 
H1 2019, it seemed that studio rents had 
stopped increasing but that the rents of 
one-bedroom apartments would con-
tinue on the upward trend. However, 
the boost in demand as a result of the 
new students arriving in early autumn 
is likely to manifest itself in higher stu-
dio rents, too.

Several new rental apartment blocks 
will be completed in 2019, constructed 
by large institutional investors. There 
are also several ongoing zoning pro-
jects, the largest of which include Lin-
nakaupunki, Pukkila, Itäharju cam-
pus and science park, and the Heikkilä 
barracks. Turku remains an interest-
ing area from an apartment investor’s 
point of view. All significant indicators, 

such as employment and migration, 
are positive in southwest Finland, and 
there is potential for further growth and 
increase in value.
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OULU

Strong retail hubs located along traf-
fic routes away from the city centre 
are attracting customers. In the cen-
tre, various operators, property own-
ers included, have worked hard to 
increase appeal. The city of Oulu has 
also invested in developing public trans-
port and bringing city bikes to the cen-
tre, for example.

AIR OF EXPECTATION IN PROPERTY MARKET

There is an air of anticipation in the cen-
tre after the commercial block Pekuri 
changed owners. It was bought by spe-
cial investment fund Trevian Suomi 
Kiinteistöt I in June. Not all vacant 
spaces will be used by retail in the 
future, but some will be converted into 
high-quality office space. The best-case 
scenario is that the block will become 
a unique hub adding to the vibrancy of 
the centre.

DEMAND FOR OFFICE SPACE
The office space market in the city cen-
tre is increasingly marked by conflicting 
demand and supply. There is demand for 
good-quality office space, and the signif-
icance of parking spaces is often a fac-
tor in lease negotiations. Prime prop-
erty gross rents are around EUR 20/
m2 but leases often include various ser-
vices, which makes comparison difficult. 
However, the rents of the best office 
properties have gone up slightly in the 
last couple of years.

The expansion of the Technopolis city 
centre property will be completed in 
Q1 2020, bringing more options to the 
market. In the next couple of years, 
the office market will be significantly 
affected by the relocation of the Tax 
Administration when the construction of 
the new courthouse begins on Torikatu. 
The employment and economic develop-
ment office is likely to relocate as well, 
creating demand for larger space com-
plexes.

Danske Bank is relocating to the mar-
ket square, and the former bank build-
ing on the corner of the Rotuaari pedes-
trianised street offers an opportunity to 
create a modern commercial space. The 
renovation of this prestigious building at 
Kirkkokatu 13 will commence in autumn 
2019 and the total investment value is 
estimated to be EUR 5–10 million. 

New office space is also being con-
structed in the Limingantulli area, 
where Lapti is producing a project span-
ning 5,500 m2. The property will also 
have a lunch restaurant and plenty of 
parking spaces. Located just a few kilo-
metres away from the city centre by the 
main southern thoroughfare, it offers 
a good setup for leasing. The project 
titled Limingantullin Veturi is nearly 
fully leased due to high demand, accord-

To a large extent, there is an air of expectation in Oulu at the moment. 
The numerous block development projects in the centre are waiting to 
materialise, as are the Torinrannan TerwaTower and Allas Sea Pool. Many 
projects have already been launched, and some have seen construction 
work begin.

The hotel occupancy rate is officially the highest in the country, and the 
rental apartment market in the city is strong. It is hoped that logistics 
will bring an added competitive edge.
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in Rusko, Kesko is expanding its City-
market department store by nearly 
3,000 m2. There will also be a few indi-
vidual retail spaces at the front of the 
store.

SIGNIFICANT LOGISTICS 
INVESTMENTS EXPECTED
The development of the deep-water 
route was completed at the end of 2018, 
and the new 12.5-metre shipping route 
is expected to boost logistics develop-
ment in Oulu. Provided that the planned 
railway projects go ahead, Oulu's loca-
tion at the junction of road, rail and sea 
transport routes will be ideal to serve 
the needs of northern Finland. 

Significant logistics investments are 
expected in the Takalaanila and Oritkari 
areas in the near future. Partnera has 
announced plans to construct a logis-
tics centre across 10,000–15,000 m2 in 
the Oulu harbour. The poor site supply 
in Oritkari will improve when the Poikki-
maantie road is rerouted to run partially 
above water and the area between the 
old and the new road will become avail-
able for construction.

The Radisson Blu hotel located by the 
market square and originally built in 
the 1970s, is undergoing major refur-
bishment in autumn 2019. The hotel has 
more than 200 rooms and will be closed 
entirely for approximately one year. An 
airport hotel with 175 guest rooms has 
been granted a building permit in Oulun-
salo, and construction has announced to 
begin during this year.

The upcoming retail and service area 
Ritaväylä will be completed next year 
north of the city, next to the Ritaharju 
residential area. Northeast of the city, 

Jaakko Ervasti
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HOUSING CONSTRUCTION 
REMAINS ACTIVE
Housing construction is likely to remain 
strong around the centre of Oulu. The 
Oulu Region Joint Authority for Edu-
cation (Osekk) sold the former school 
site in Myllytulli to Skanska and Lehto 
Asunnot in early spring 2019. The block 
will have several hundred apartments 
and the first ones are estimated to be 
completed towards the end of 2020. 
Another interesting apartment block 
project near the centre is the recon-
struction of the block known as ‘Vaaran-
piha’. Plans include a landmark building 
with 16 storeys and 250 apartments. 
YIT bought the former Oulun Puhelin 
property from Partnera Oy in April. The 
existing plan allows for 18,300 m2 of 
housing construction. 

The large development project between 
the city and the university campus 
known as ‘Alppilan bulevardi’ is about 
to start. A collaborative agreement 

regarding the first phase of this project 
named Välivainion Galaksi was made 
with construction company Lapti. The 
first phase entails 8,700 m2 of apart-
ment block building rights. The project 
will be interesting from a rental apart-
ment market perspective, and due to its 
excellent location, good transport con-
nections and the requirements that lead 
to the collaborative agreement. Lapti’s 
proposal included a branding study for 
the new residential area, parking solu-
tions development and a report on 
future information network solutions 
and the pad foundations of structures.

New production makes it more chal-
lenging to the lease out older apart-
ments. The standard of the old spa-
cious apartments must be increased to 
maintain leasability which is not guar-
anteed even with a lower price. A sauna 
and a large balcony, which only a cou-
ple of years ago were often included in 
tenants’ requirements, no longer pro-

vide the same competitive edge. A pro-
fessional and efficient service is becom-
ing increasingly important when finding 
tenants.

ing to Lapti, and less than 20 per cent 
of leasable space is still vacant. The 
same site could accommodate another 
5,000-square-metre office building, but 
a decision concerning its construction is 
yet to be made.

A significant project on Alasintie in Li-
mingantulli is facing headwinds as the 
implementation of its second phase, 
which was already at the leasing stage, 
has been postponed. It had previously 
been announced that the property 
would be completed by the end of 2019.

HOTEL PROJECTS 
GOING FORWARD
The much-discussed hotel projects have 
begun to move forwards in Oulu. Hotel 
Torihotelli, by the market square, has 
been granted an extension period in its 
land lease agreement and construction 
has begun. The project was originally 
supposed to be completed in summer 
2019. On completion, the hotel will add 
130 guest rooms to Oulu's accommoda-
tion capacity, and in a prime location.

The office space market 
in the city centre 
is increasingly marked 
by conflicting demand 
and supply.
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PROPERTY OWNERSHIP 
CONTINUES TO CENTRALISE 
IN JYVÄSKYLÄ
The property market in Jyväskylä has 
been buoyant in recent years. Several 
landmark properties have been sold in 
the centre, and the recent trend of cen-
tralising property ownership has con-
tinued. The most active buyer in 2019 
has been the property fund IVH Kam-
pus Ky, which was founded at the turn 
of the year by listed company Inves-
tors House Oyj. Properties owned by 
the fund include the building known as 
‘Nordean talo’ at Kauppakatu 18, KOy 
Vapaudenkatu 48–50 known as ‘the old 
Pohjola-talo’, KOy Kävelykatu 18, and 
KOy Jyväskylän Kävelykatu 37. The 
total transaction value of these proper-
ties was over EUR 40 million.

Special investment fund Trevian Suomi 
Kiinteistöt I, managed by Trevian, has 
also increased its holdings in Jyväskylä. 
At the beginning of July, it bought the 
travel centre from Jyväs-Parkki Oy, 
which in turn is owned by the city of 

tion company Lehto founded a property 
company and a management company 
to take the project forward. Planning 
is now in its final stages and finance 
negotiations are set to relaunch in the 
autumn.

The city is aiming to create Europe’s 
most modern digital service hub for the 
manufacturing industry near Moventas 
in the Eteläportti area by 2030. Another 
growing industrial and logistics hub in 
Jyväskylä is Itäinen Palokärki, where the 
city has zoned more than 50,000 m2 of 
industrial, warehouse and production 
facilities.

HOUSING MARKET ACTIVE 
IN LAHTI
Large zoning projects in Lahti are focus-
ing on housing construction. There are 
several ongoing residential property 
projects in the city, for example in the 
Radanvarsi, Hennala, Niemi and Sopen-
korpi areas. The largest ongoing pro-
ject in the city is the southern ring road 

Jyväskylä. It also bought the former 
office of the power company Jyväsky-
län Energia in Savela and the adjacent 
building from local investors. 

In the office market, the strongest 
demand is currently targeted towards 
smaller office complexes and there 
have been no large-scale office leases. 
Demand has been somewhat weaker 
than expected in the Kangas area. 

Housing construction is cooling down 
and focusing mainly on the centre, 
where there are several infill construc-
tion projects ongoing. The city’s goal is 
to significantly increase the population 
in the centre by 2030. Tenant demand is 
also shifting its focus towards the cen-
tre, which is the most desired residential 
area among students.

Jyväskylä’s largest development pro-
ject Hippos2020 had a setback in the 
spring when one of its key funders, Fen-
nia, announced its withdrawal from the 
project. In June, the city and construc-
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on Valtatie 12, which will redirect traf-
fic. Construction is expected to be com-
pleted by the end of 2020. 

The transaction market is focused on 
residential properties; rental apart-
ment properties have been changing 
hands at a steady pace. Most of the 
transactions have involved domestic 
operators. Foreign investment demand 
has also increased, and all commercial 
properties sold since 2018 have ended 
up under foreign ownership.

SAVILAHTI LEADING GROWTH 
IN KUOPIO
Kuopio is experiencing steady popula-
tion growth and is directing this growth 
towards Savilahti, an area currently 
known for being home to the University 
of Eastern Finland and various office 
buildings. However, the city is aiming to 
transform the region into a new kind of 
intelligent solutions area with 7,000 stu-
dents, 7,000 jobs and 8,000 residents 
by 2030.

In addition to Savilahti, Mölymäki will 
be getting its share of apartment con-
struction when the vocational college 
relocates to Savilahti in the 2020s. The 
area is predicted to have a population of 
approximately 3,000 in the future. Con-

struction of the first apartment blocks 
is under way and is set to be completed 
in 2020.

Residential property transactions within 
the past 12 months in Kuopio have 
involved only domestic investors. In 
several cases, the seller was the city’s 
rental apartment company Niiralan 
Kulma, and the buyers have included 
private investors and residential prop-
erty funds. 

Construction is generally very healthy in 
Kuopio at the moment. The first phase 
of the Kuopion Portti project, which 
will change the cityscape, is set to be 
completed towards the end of this year. 
The retail and office property tenants 
of this phase, known as the A phase, 
include Matkahuolto, Rautakirja, Sweco 
and Kesko. The office spaces are fully 
leased but there are still some vacant 
retail spaces available. Special invest-
ment fund Elite Alfred Berg Vuokrat-
uotto purchased the aforementioned 
retail and office spaces in a transaction 
announced in March this year.

The most significant industrial invest-
ment in Kuopio is Finnpulp Oy’s soft-
wood pulp plant project in Sorsasalo. 
The total project investment is approxi-

mately EUR 1.5 billion, and the construc-
tion phase is estimated to create jobs for 
some 3,500 people.

RESIDENTIAL PROPERTY
INFILL CONSTRUCTION IN 
LAPPEENRANTA CITY CENTRE
Much like in other average-sized Finn-
ish cities, construction in Lappeenranta 
is focused on housing and the city cen-
tre. Construction has been very active, 
and the city is becoming more densely 
structured in the centre, where there 
are ten or so ongoing projects.

In Rakuunamäki, near the centre, 
the rezoning of the old military area 
vacated in 2018 is well under way. The 
zoning of the approximately 30-hectare 
area is in line with the valid component 
master plan and the areas that have 
already been developed. The rezon-
ing will increase the Rakuunamäki floor 
area by approximately 12,700 m2. 

The most significant property trans-
action this year involved a residential 
development project. Special invest-
ment fund Fennica Tontit bought a com-
mercial site at Snellmaninkatu 12 in Feb-
ruary. There is a retail and office build-
ing on the site, which was built in 1982, 

but the existing plan allows for 5,750 m2 
of floor area for housing and retail con-
struction. The existing building will be 
demolished, but the project schedule 
has not yet been confirmed.

SIGNIFICANT CHANGES IN 
VAASA’S OFFICE MARKET 
The largest property development 
project in Vaasa in recent years was 
launched in June, when Wärtsilä’s new 
Smart Technology Hub in Vaskiluoto 
was granted a building permit. The 
funder is SEB Leasing Oy, which also 
has a long-term leasing agreement for 
the properties. Construction is set to 
begin this autumn.

The city centre got a much-needed 
boost when the shopping centre Espen 
opened at the end of November last 
year. It introduced new fashion retail-
ers, such as New Yorker and Halonen, 
but competition over tenants is set 
to intensify in the future. The WGF III 
fund, managed by Wasa Group, has 
begun construction of a retail property 
at Kvartsikatu 2 in Kivihaka. The two-
storey, 8,900-square-metre property 
will have offices on the first floor and 
retail spaces on the ground floor. Ten-
ant demand in the area is robust, and 
Kivihaka has long been one of the most 
sought-after retail locations in Vaasa, in 
addition to the centre.

Wasa Group has another ongoing pro-
ject, the GreenStar hotel, set to be com-
pleted in November, which will add a 
hundred rooms to the city’s hotel supply. 
The construction of the new H building 
at the central hospital will begin in the 
summer. The project covers an approxi-
mate area of 37,000 m2 and total costs 
are expected to reach approximately 
EUR 141 million. The building will be 
opened in 2022.

Housing construction is focused on 
the centre and the surrounding areas. 
130,000 m2 of residential building rights 
will be zoned in Ravilaakso, which will be 
home to 2,000–2,500 people. 

The city’s transaction volume has been 
lower than in previous years. The most 
significant property transaction of the 
year took place in March, when Suomen 
Yliopistokiinteistöt Oy sold buildings 
located on the Palosaari campus to 
the University of Vaasa and the city of 
Vaasa for EUR 26 million. The transac-
tion included eight buildings with a total 
floor area of approximately 30,000 m2.

HÄMEENLINNA CITY CENTRE 
STRUCTURE GROWING DENSER
The construction of the new Kanta-
Häme Central Hospital has not pro-
gressed. The development phase was 

launched in summer 2018 but the final 
ruling on the project is yet to be made. 
The total cost of the project is estimated 
to exceed EUR 350 million.

The construction of the Asemanranta 
area will continue for several years, and 
the first zoning plan in the Engelinranta 
area is in the proposal phase. Once the 
residential area is completed in 2030, 
it will house approximately 2,600 res-
idents. The most significant ongoing 
commercial project is the construction 
of Huhtamäki’s new manufacturing facil-
ity in the Käikälä industrial park. The 
property, owned by NREP, is set to be 
completed by the end of this year.

Aktia Henkivakuutus Oy and The Church 
Pension Fund sold Keinusaaren Toimis-
totalo I, located in Keinusaari, to special 
investment fund eQ Hoivakiinteistöt in 
May. The 6,300-square-metre building 
was completed in 2010 and 2011. The 
main tenant is private health care ser-
vice provider Mehiläinen, and other ten-
ants include health care service provid-
ers and public services. 

SEINÄJOKI BECOMING 
OSTROBOTHNIA’S RETAIL HUB
Ostrobothnia’s most significant retail 
property project, Ideapark, will open 
on 14 November. In May, 95% of the 
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property was leased and only a few 
smaller retail spaces were still vacant. 
With a gross floor area of 66,000 m2, 
the shopping centre has more than 100 
retail spaces and the tenants will include 
operators that are new to Seinäjoki. The 
city’s retail property market focus will 
shift away from the centre, and the 
shopping centre will have an impact on 
the entire Ostrobothnian retail property 
market. Seinäjoki is fast becoming the 
region’s retail hub.

The city centre is also developing, and 
the new central square was opened 
at the end of April. The city’s goal is 
to develop the centre and to reinforce 
Seinäjoki’s attractiveness and compet-
itiveness. The plan is to significantly 
increase the population of the centre 
in coming years. The development of 
Seinäjoki’s Central Hospital will con-
tinue into the 2020s. The psychiatric 
hospital will relocate to the new M build-

ing, which has an area of approximately 
25,000 m2 in spring 2021. 

The most significant property transac-
tion of the year involved the Seinäjoki 
courthouse, owned by the Alfred Korde-
lin Foundation. The foundation sold the 
property in February to special invest-
ment fund Trevian Suomi Kiinteistöt 
I. The property, which has an area of 
3,013 m2 has been leased to the Minis-
try of Justice and occupied by Southern 
Ostrobothnia District Court. 

ROVANIEMI RENTAL APARTMENT 
MARKET BUZZING
Rovaniemi’s rental apartment market 
is buzzing. There are significant differ-
ences compared to Oulu, for example, 
where newly completed properties are 
not always fully leased. In Rovaniemi, 
an entire apartment block may be fully 
leased as early as two months prior to 
its completion.

Growth in Lapland tourism is reflected 
in Rovaniemi’s property market. Tre-
vian is planning a 26-storey hotel on 
Antinkulma in the city centre, with 
8,000 m2 of adjacent modern office and 
conference space. The 93-metre hotel 
tower will have more than 200 guest 
rooms.

Senaatti-kiinteistöt has applied to 
rezone Koskenranta 3 in the city centre. 
The new zoning plan would allow the site 
to be divided up and sold with the cor-
responding buildings for new purposes. 
One possibility would be a new hotel on 
the site.

A couple of property transactions 
took place in the spring in Rovaniemi. 
Among others, Fastighets AB Esmero 
Retail Property sold five K-Rauta retail 
properties, one of which is located 
in Rovaniemi. The properties were 
bought by Kauko E. Naumanen Oy and 

Kiinteistö Oy Naumanen on behalf of 
companies to be established.

PROPERTY MARKET IN HELSINKI 
SATELLITE MUNICIPALITIES 
SUPPORTED BY GROWING 
LOGISTICS DEMAND 
Helsinki satellite municipalities include 
Hyvinkää, Järvenpää, Kerava, Kirkkon-
ummi, Nurmijärvi, Sipoo, Tuusula, Vihti, 
Mäntsälä and Pornainen. 

The growing investment demand for 
logistics properties is having an impact 
on the property markets in the satel-
lite municipalities, which together have 
grown to become the second most sig-
nificant logistics hub (after Vantaa) 
in southern Finland. In Järvenpää, a 
12,500-square-metre expansion to the 
newly completed Lidl logistics centre is 
under construction and is set to be com-

Rental apartment construction has been 
active in satellite municipalities and doz-
ens of residential properties are being 
constructed. The robust tenant demand 
around rail connections is boosting 
housing construction.

pleted next spring. SOK is also expand-
ing its logistics facilities in Bastukärr, 
Sipoo, by 19,000 m2.

Several new logistics areas are being 
planned in the satellite municipalities. 
The zoning of the Suna area in Tuusula 
is under way, and the Focus area along 
Ring IV will be developed in the 2020s. 
Nurmijärvi has yet to launch the zoning 
of the northern part of Ilvesvuori. Many 
satellite municipalities have a good sup-
ply of logistics sites and they compete 
amongst themselves over new users. 

Logistics properties are also among the 
most significant property transactions 
in the satellite municipalities. In May, 
Onvest sold Onninen’s 40,000-square-
metre logistics centre in Hyvinkää to 
Norwegian company Ness, Risan & 
Partners for EUR 65 million, putting the 
price per square metre at EUR 1,713 for 
this property located on Niinistönkatu. 

JÄRVENPÄÄ
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The retail market is in a state of con-
stant change. Every operator in the 
industry has to be able to adjust and 
react quickly to changes in consumer 
behaviour, the growth of e-commerce, 
and the relocation of public services to 
shopping centres close to consumers.

The versatile and ever-changing retail 
operating environment is forcing prop-
erty owners, shopping centre execu-
tives and retail operators to closely 
monitor developments and to find the 
courage to reinvent themselves as the 
markets change. The intensifying com-
petition is an added challenge. Several 
commercial projects and shopping cen-
tre expansions have been completed in 
recent years, and new shopping cen-
tres will add hundreds of thousands of 
square metres of new retail space to the 
Helsinki Metropolitan Area in particular. 

SHOPPING CENTRES 
BOOSTING SALES
Shopping centres sales have increased 
more quickly than the retail sales in gen-
eral. Furthermore, the shopping cen-
tres have increased their share of total 
retail sales in the Finnish market stead-
ily, thus establishing their role as one of 
the primary providers of retail and com-
mercial services. Shopping centres gen-
erated 16.8% of Finnish retail sales in 
2018 while the share accumulated 13% 
ten years earlier accord ing to the Finn-
ish Council of Shopping Centres. The 
total footfall of Finnish shopping cen-
tres has increased over 2% annually for 
ten years straight, which indicates shop-
ping centres having demand in the retail 
market despite the competitive growth 
of e-commerce sales.

Shopping centres are being heavily 
invested in at the moment. In the Hel-
sinki Metropolitan Area alone, nearly 
200,000 square metres of new shop-
ping centre space will be completed by 
2022. This will mean more options for 
the consumer but also more intense 
competition. The significant increase in 
the volume of leasable retail space will 
increase competition when it comes to 
finding tenants. The increase in leas-
able retail space volume will also chal-
lenge shopping centres and other retail 
hubs to stand out in order to succeed. 

Each shopping centre is a unique com-
plex constituting location, size, physical 
structure, and a range of tenants. These 
factors determine whether the centre is 
attractive enough to succeed in a highly 
competitive market.

Changes in consumer behaviour are 
affecting all retail operators. For exam-
ple, consumers expect services and 
experiences from shopping centres, as 
well as shopping opportunities. Restau-

rant services and various leisure activi-
ties are playing an increasingly impor-
tant role. Public services are also being 
introduced to shopping centres, trans-
forming them into regional hubs. Grow-
ing e-commerce, reduced consumption 
of goods, and a circular economy are 
rising trends. It remains to be seen what 
the full impact of these will be on the 
retail market.

New shopping centres and the expan-
sion of existing centres are having an 
impact on high street shops and smaller 
shopping centres as large retail hubs 
become more prominent. On the other 
hand, it is becoming increasingly impor-
tant for consumers to be able to do their 
shopping and carry out daily errands 
quickly and easily. At the moment, 
shopping centres are expected to have 
an attractive concept, a modern brand, 
good accessibility, and versatile every-
day services. The key success factors 
are understanding the consumer, stand-
ing out against the competition, and 
defining a target group and catchment 
area – in other words, keeping up with 
the changes in society.

PROPERTY OWNERS 
MUST BE ACTIVE
Changes in the retail market will affect 
property owners. Ensuring success in 
the face of intensifying competition 

requires acceptance of change, readi-
ness to make investments, and active 
ownership. At the core of all this is good 
planning, the ability to prepare for ini-
tial challenges, and the courage to cre-
ate solutions that will support one’s own 
trade and its development. Simply fill-
ing vacant spaces should not be the pri-
ority; it is important to analyse poten-
tial tenants carefully and to select those 
who support the property’s concept. 
Maintaining tenant satisfaction is impor-

tant too, in order to ensure the concept 
can be developed in the long term.

All retail operators are facing the same 
challenges and opportunities. With cre-
ativity, active cooperation and interac-
tion, it is possible to achieve good solu-
tions and successful concepts across 
the country. Newsec’s experienced 
retail team offers expert views on all 
aspects of property management and 
retail, from shopping centre manage-
ment and commercial consulting to user 
point-of-view.

RETAIL MARKET 
AT A CROSSROADS

Hanna Santasalo
Head of Leasing & Retail

Newsec
Tel. +358 40 152 1778

hanna.santasalo@newsec.fi

At the moment, shopping centres are expected to 
have an attractive concept, a modern brand, good 
accessibility, and versatile every day services.  
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THE FULL SERVICE PROPERTY HOUSE

• NEWSEC IS AN ALLIANCE MEMBER OF  
BNP PARIBAS REAL ESTATE

• OVER 6,500 PROFESSIONALS IN 36 COUNTRIES 

Newsec — The Full Service Property House in Northern Europe — offers real estate 
owners, investors and tenants a full range of services within Advisory and Property 
Asset Management. Newsec was founded in 1994 and is today a partner-owned com-
pany with some 1,800 co-workers spread across the seven Nordic and Baltic coun-
tries. Over 400 top real estate professionals staff our operations in Finland. In 2018, 
Newsec opened a London office to assist international investors interested in the 
Nordic and Baltic region. 

Thanks to large volumes, local presence combined with in-depth understanding of 
a range of businesses, Newsec has a unique expertise of the real estate market in 
northern Europe. Newsec is a BNP Paribas Real Estate Alliance Partner which gives 
us access to an international network of potential clients and relevant connections. 
The market report Newsec Property Outlook Nordics has been published since 
2001 and Newsec Property Outlook Finland since 2012. Download the latest issue at  
www.newsec.com/insights/reports.

NEWSEC
Mannerheiminaukio 1 A
PL 52, 00101 Helsinki
Tel. +358 207 420 400
info@newsec.fi
 
Contact details can be found at  
www.newsec.com/contact.

Follow us on LinkedIn! 
www.linkedin.com/company/newsec

THE FULL SERVICE PROPERTY HOUSE  
IN NORTHERN EUROPE OFFERS VISIONS  
AND MARKET DATA

MAKE USE OF THE EVEN MORE DETAILED PROPERTY MARKET DATA!
Browse our property outlooks 
on the Helsinki Metropolitan Area 
office market and southern Finland 
logistics market, available for 
download for a fee.
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