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PROPERTY INVESTMENT DEMAND 
REMAINS STRONG

In our previous market outlooks, we have 
delved into the various Finnish real estate 
sub-markets in great detail. We have gath-
ered data not only from our own sources 
but also from external sources. Based on 
the feedback we have received, our out-
look will have a more visual and graphic 
focus in future. 

As we are changing the structure of the 
report, we will not be describing the de-
tailed market information in the report, 
but making it better still. We have been 
running an extensive market data project 
for nearly two years now, with the aim of 
digitally utilising and combining data from 
various sources. This data will allow us to 
swiftly and reliably compile different kinds 
of market reports and data which we and 
our clients can use to improve our com-
petitiveness. Using the data in a more pre-
cise manner will also allow for more vision-
ary and predictive reporting. So, if you are 
looking for more precise market informa-
tion regarding the Finnish real estate mar-
kets, do not hesitate to contact us.

NEWSEC PROPERTY 
OUTLOOK IS EVOLVING

The turbulence of the stock market in 
late 2018 has not been reflected in the 
property investment market. Invest-
ment demand remains strong and re-
cord transactions took place in late 2018 
in Helsinki city centre. For example, Il-
marinen Mutual Pension Insurance Com-
pany sold an office building located at 
Alvar Aallon katu 3, in Töölönlahti, for 
EUR 116 million, and before that anoth-
er office building at Töölönlahdenkatu 3 
for EUR 190 million. In both transactions, 
yield fell well under 4 per cent.

The total transaction volume of 2018 
amounted to EUR 9.3 billion. Demand 
is estimated to remain strong this year, 
not only in the Helsinki metropolitan 
area but also in the Turku and Tampere 
economic regions. Therefore, our pro-
jection is that transaction volume will 
remain high at around EUR 7,5 billion. 
Investment demand will be focused on 
offices and the logistics sector. Inves-
tors prefer offices near city centres and 
transport hubs as well as logistics prop-
erties in good locations with strong cash 
flow. Investors also price these sorts of 
properties aggressively, and record 
prices were seen in both sectors in 2018. 
The most polarised sector in our view is 
retail. Retail experienced great chang-
es in 2018, and finding successful are-
as and properties takes a special sort of 
care and vision.

Expectations regarding rising inter-
est rates have remained moderate and 
the increase is expected to be delayed 
regardless of some differing views ex-
pressed at the beginning of the year. The 
potential rise in interest rates will not, in 
our view, affect prices or demand.

CONSTRUCTION AND RENTAL 
MARKET
During 2019, construction volumes are 
expected to decrease to long term aver-

ages. The sector is still active, but the 
number of building and housing pro-
duction permits decreased considera-
bly during 2018, in office construction 
in particular. There is already an over-
supply of rental apartments in some ar-
eas. As supply increases, people will not 
wait for a particular apartment as it will 
be easier to find one that ticks all the 
boxes. One significant phenomenon in 
construction is the increasing supply of 
hotels. There are at least 10 new hotel 
projects under construction in the met-
ropolitan area in spring 2019. 

The rental market has also been buzz-
ing; the increased retail space volume 
has pushed retail rents down. City cen-
tre office rents are still rising and the 
positive economic growth has boosted 
other prime areas as well. High vacancy 
rates are still dividing the market, how-
ever, and work to the tenants’ advan-
tage. New infrastructure projects have 
also made a clearer split in the market. 
The increasing supply of apartments will 
affect rents despite the high demand. 

TRENDS IN THE OFFICE MARKET
The past year was very active in terms 
of workplace development. Numerous 
companies, regardless of industry, have 
developed their office premises towards 
activity based work environments. This 
development has taken place in both old 
office buildings as well as in new con-
struction. A common theme in all work-
place development projects has been a 
strong emphasis on employee partici-
pation, change management and high-
lighting the viewpoint of occupier well-
being. Another visible trend in the office 
market, which has spread from over-
seas, has been an increasing number of 
co-working spaces. An example of this 
is Epicenter expanding its co-working 
spaces from Stockholm to Helsinki. 

THANK YOU  
FOR THE 30-YEAR 
JOURNEY !
Our company was first active on the 
property market under Tallberg’s own-
ership from 1989 to 2005, and has been 
part of the Newsec family since 2005. 
I have had the honour and pleasure of 
sharing this amazing 30-year journey 
through a couple of strong booms but 
also through the recession.

It has been incredible to witness the de-
velopment of the property industry both 
in investment and expert service mar-
kets. When we started out there were 
only 10 of us, and now there are approxi-
mately 400 experts in Finland and near-
ly 1,750 in the entire Northern European 
organisation.

As I retire from Newsec in March 2019, I 
would like to thank our fantastic staff as 
well as you, our loyal clients and part-
ners. You have made our success story 
possible.

Kai Keituri
Newsec
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In terms of the economy, 2019 started very dif-
ferently than last year. The growth spurt of the 
second half of 2017 took consumer confidence in 
the economy to a record high in Europe. By early 
2018, however, it was clear that the peak had been 
passed and that the strongest pull of the interna-
tional economy was dwindling. Excessive expecta-
tions and the uncertainty created by political risks 
erupted last year in a series of dramatic crashes in 
the stock market. As a result, growth projections 
for 2019 have been significantly lowered in the past 
few months.

A significant interest rate hike 
is not foreseen for the eurozone 
in the next couple of years.

Finland’s economic outlook is also cooling down. 
The trend of demand factors that have the great-
est impact on the business cycle − export and in-
vestments − has weakened considerably from Q2 of 
2018. There are several international factors be-
hind this, such as the uncertainty caused by the 
trade war, Brexit and the structural deceleration of 
China’s economic growth. This pattern is also part-
ly due to domestic causes of friction. The relative-
ly high capacity utilisation rate in manufacturing 
and the shortage of labor indicate that there are 
no available resources that could be easily intro-
duced and that generating growth is becoming in-
creasingly difficult. 

REVIEW OF THE FINNISH ECONOMY

ECONOMY IN A 
WEAKENING TAILWIND
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EMPLOYMENT AND UNEMPLOYMENT RATE IN FINLAND

Unemployment rate
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CHANGE IN FINNISH GDP

Timo Vesala
PhD, Political Science

Chief Economist,  
Savings Banks’ Union Coop

REVIEW OF THE FINNISH ECONOMY

FINLAND’S GDP GROWTH 
SLOWING DOWN AND SETTLING 
AT A LONG-TERM BASE TREND
Finland’s GDP growth is expected to 
slow down to approximately 1.5 per cent 
in 2019. This shows a clear decline, as 
annual growth during the 2016−2018 
boom averaged approximately 2.5 per 
cent. Historically speaking, these fig-
ures are very modest. Prior to the fi-
nancial crisis, the Finnish economy grew 
on average approximately 2.9 per cent 
each year between 1976 and 2008, in-
cluding during recession periods. 

The ageing population and weak produc-
tivity growth have caused the Finnish 
economy’s long-term growth potential 
to drop significantly in the 2010s. With 
the current economic structure, the 
GDP can be expected to grow only at a 
rate of approximately 1.0−1.5 per cent in 
the long term. Therefore, the 2019 pro-
jection is somewhat in keeping with the 
‘new baseline’ of GDP development. 

EMPLOYMENT A RAY OF LIGHT IN 
THE ECONOMY
The ray of light in the economy has un-
deniably been the strong growth in em-
ployment. Since the beginning of the 
current government’s term in office, 
the net number of new jobs generated 
is nearly 140,000. Employment has not 
grown this fast since the late 1990s. Em-
ployment rates among 15 — 64-year-olds 
reached record figures in 2018, and it 
would seem that the government’s goal 
of a 72-per-cent employment rate has 
been reached earlier than anticipated. 

The improving employment rate has 
been surprisingly strong compared 
to the state of the economy. The rise 
in working hours exceeds the growth 
rate of GDP. Positive productivity de-
velopment has halted. Weakening final 
demand may even have surprised re-
cruiters. If this is the case, increases in 
production will most likely be primar-
ily sought from improved productivity, 
causing an inevitable decrease in the 
pull of the labour market. 

Weakening productivity growth con-
cerns all industrialised countries and the 
fundamental reasons behind it remain 
unknown. Most likely, it is caused by 
several underlying structural reasons, 

such as demographic changes, tertiari-
sation and the diminishing significance 
of manufacturing. In Finland, produc-
tivity growth was exceptionally strong 
in the 1990s when the success of Nokia 
generated a great deal of high-produc-
tivity manufacturing. Similar industrial 
recovery has not occurred this time and 
it is not on the horizon. 

HOUSEHOLDS STARTING TO 
BALANCE THEIR ECONOMY?
The latest economic boom was unusual 
in that private consumption started to 
increase long before the economy re-
covered. Consumer demand growth was 
in full swing in 2015, even though unem-
ployment was at its highest and earn-
ings were seeing meagre development. 
In a way, households had a false start 
for a boom that had not yet begun. 

Since then, employment has improved 
and wages and salaries sum have in-
creased, but at the same time house-
hold debt has gone up, saving rate 
turned negative and the number of 
people experiencing financial difficul-
ties has increased. As a result of these 
factors, consumer demand has become 
more sensitive to economic disruptions. 
It became clear in 2018 that households 
were beginning to realise the vulnera-
bility of their economy, and saving now 
seems to be on the rise. This increased 
household caution means that expec-
tations on domestic consumption may 
prove excessive. 

HOUSING MARKET FACING  
A LULL
Housing construction has been an im-
portant driver of economic growth dur-
ing the boom, and a record number of 
apartments were completed in 2018. 
The strongest tailwind has clearly died 
down in construction, however, and the 
number of building permits granted has 
decreased. The housing market has a 
lot to process with the enormous num-
ber of new buildings, and construction 
activity will slow down. The severity of 
the lull is dependent on how things go 
in the residential property transaction 
market. In old apartments, transaction 
numbers are already on a downward 
trend. It would therefore seem that the 
property market is facing a lull. 

INTEREST RATES STAYING LOW
The tightening US monetary policy has 
already impacted the global economy. 
The first to suffer have been developing 
economies dependent on foreign financ-
ing and companies operating in such 
economies, as the costs of their USD 
loans have gone up. However, the home 
front is feeling the effects of the poli-
cy as well. The cost of long-term fixed 
housing financing has gone up to ap-
proximately 5 per cent in the US, which 
has dragged down the housing market 
and construction. The Federal Reserve 
can be expected to slow down the inter-
est rate hikes, particularly if the global 
growth prospect continues to weaken. 

The European Central Bank is well be-
hind the FED in its monetary policy 
measures. The ECB abandoned quantita-
tive easing measures at the end of 2018, 
but according to its own estimates, the 
first rises in interest rates will not oc-
cur until autumn 2019. Based on the re-
cent news feed, eurozone macro econo-
my development has slowed down con-
siderably, and inflation also seems to be 
slowing down. Therefore, it is entirely 
possible that the first interest rate hike 
will be delayed even further. A signifi-
cant interest rate hike is not foreseen 
for the eurozone in the next couple of 
years.
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PROPERTY PATHS 
− A DECADE IN THE EUROPEAN REAL ESTATE MARKET

REAL ESTATE AVERAGE PRIME YIELDS
Europe top 15 Markets

OFFICE VACANCY RATE IN EUROPE
— selected European cities
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Samuel Duah, PhD
Director, Head of Real Estate Economics

International Research

THE BEAT GOES ON: EUROPE’S 
INVESTMENT MARKET REMAINS 
ROBUST 
This year marks a decade since the Great 
Financial Crises (GFC), an obvious turn-
ing point in the European real estate 
market. The ensuing cycle has been one 
of the longest in history. During this pe-
riod both the investment and occupation-
al markets have remained robust across 
Europe.

Total investment volume in 2018 across 
the European market remained broadly 
similar to that recorded in 2017, EUR 268 
billion. This means that Europe has seen 
five years of strong investment demand 
that has exceeded the boom period prior 
to 2008. 

Risk appetite among investors has re-
mained, with the top three markets of 
the UK (EUR 66.5 billion), Germany 
(EUR 61.5 billion) and France (EUR 32.8 
billion) receiving the lion’s share of the 
investment. The best performing cities 
in 2018 are unsurprisingly London, Paris 
and the German Big 6 — all dominated by 
mega deals. This level of activity shows 
healthy conditions and that there is some 
momentum in the current cycle, especial-
ly in a market that is perceived to be in a 
late cycle. However, there is a sense of 
caution among investors linked to the 
heightened political uncertainty in many 
European economies, lack of available 
products and elevated pricing in most 
gateway cities, particularly in the office 
sector. As such we expect the market will 
remain stable over the course of the next 
two years. 

The volume of investment and money 
moving into European real estate has 
meant that pricing has become keener 
and yields has been falling gradually over 
the last decade. In the office sector we 
saw prime yields, on average, stabilised 
at around 3.70 per cent, ending almost 
nine years of compression. They are cur-

rently lowest in the German market, led 
by Berlin (2.9%) at a historic low. In the 
UK office yields remained unchanged for 
the past two years in London (3.5%), 
with Brexit not dampening strong appe-
tite from overseas investors. For Paris 
(3.0%) office yields have reached a level 
not even achieved prior to the GFC.

Across the other sectors the story has 
been the same, with prime high street re-
tail yields now at 3.1 per cent (compared 
to 5.5% in 2008) and logistics, where e-
commerce has played an important role, 
with yields in 2018 at 5.0 per cent (com-
pared to 7.7% in 2008). 

 … WITH A HELPING HAND FROM 
OVERSEAS INVESTORS
So why has Europe seen such a protract-
ed period of falling yields? Part of the 
answer lies in the unprecedented level 
of central bank liquidity programmes. 
The use of quantitative easing (QE) has 
acted to push yields to an ultra-low level 
in many asset classes. This has encour-
aged investors to look for better yield-
ing assets with a similar security profile, 
meaning real estate has been an obvious 
choice. Subsequently the increasing de-
mand for European real estate has seen 
record volumes and pricing.

A significant amount of this new demand 
is coming from overseas, with the share 
of domestic investor activity in most Eu-
ropean countries falling to lows last seen 
in 2007. Amidst the increased overseas 
demand, we are seeing new entrants to 
the market particularly from Asia, main-
ly financed with equity rather than debt, 
another change in the capital market 
landscape. These new players often have 
very different objectives — capital preser-
vation — and hence, attitude to pricing. It 
is this new dynamic that is keeping core 
real estate yields low, even in this late 
stage of the cycle. 

Residential, hotels and student housing 
particularly are becoming mainstream 
asset classes in the property universe. 
The share of alternatives in the total in-
vestment volume of European real estate 
is rising, alongside that of the logistics 
sector, creating a new paradigm shift in 
the property market. We see the alter-
native sector as an area, in terms of vol-

umes, that could extend this already long 
investment cycle. 

THE OFFICE MARKET IN EUROPE 
IS STILL FLOURISHING
The buoyancy in the investment market 
is underpinned by the strength of the oc-
cupier markets. 2018 was one of the most 
active years for office space demand 
since the GFC. Demand has remained 
firm in most markets, with the top 15 cit-
ies together registering a record busting 
2.37 million m2 of take-up. 

As such net absorption has been robust, 
supporting historically low vacancy rate 
across many European markets. The 
cities where vacancy rates have fallen 
most significantly can be found in Ger-
many. Overall across Europe the aver-
age vacancy rate is at 6.6 per cent, some 
120 bps lower than in 2017, but there is a 
wide range between 2.0 and 11.0 per cent. 

While increased demand has been part 
of the low vacancy story, it is the lack 
of new supply over the last decade that 
has driven vacancy rate to these low lev-
els. Across Europe construction activi-
ties have been limited as developers’ ex-
hibit risk aversion. Although the vacan-
cy rate is now falling, developers remain 
cautious in committing to building. In 
the core markets of Paris, London, Ber-
lin and Munich an extremely low vacancy 
rate makes the case for a rapid pace of 
development, as rental growth acceler-
ates or are likely to in the near term. We 
are likely to see the fastest rental growth 
in Berlin (7.8%), Stockholm (6.0%), Mu-
nich (5.2%), Brussels (3.2%), Barcelona 
(3.4%) and Lisbon (3.5%) over the next 
five years. 

EMERGING TRENDS IN EUROPEAN 
REAL ESTATE 
The sectorial composition of occupier 
demand in many European markets has 
evolved over the last decade following 
the GFC. Financial sector companies that 
were a mainstay of demand are being 
displaced by technology, media and tele-
coms firms in cities like London. For plac-
es like Barcelona and Berlin, some of the 
previously unknown parts of the cities 
have been revitalised into office zones. 
In Barcelona, the old industrial seaport 
area has been reenergised into a desir-

able destination for tech firms under the 
brand of @22 district. In Berlin, tech oc-
cupiers have fulfilled the promise of uni-
fication that government occupiers failed 
to do twenty years ago, moving the city 
from ‘zero to hero’ for investors. 

Similar to the effect of online shopping 
on the retail sector, the evolution of de-
mand for flexible space is having a game-
changing effect on the office sector. This 
is driven by both the needs of occupiers, 
the desire of employees for more flexibil-
ity in the way they work and the availabil-
ity of enabling technology. In Europe this 
phenomenon has grown 15-fold over the 
last decade, from comprising circa 1 mil-
lion m2 of space in 2010, to 15 million m2 
in 2018. While growth continues to accel-
erate, the overall influence remains lim-
ited, representing just under 1 per cent of 
overall office stock in Europe. 

Nonetheless it is having a differential 
effect on the European office market. 
Whilst the Netherlands and Spain has the 
largest exposure to this, it is in the UK, 
particularly London, where it is having 
the largest impact, reflecting occupiers 
desire to break away from the tradition-
al long lease structure in the market. Al-
though lease lengths have reduced over 
the last twenty years, they are still long-
er than in other European countries. Sup-
ply uncertainty aside, the “core and flex” 
strategy looks likely to be the path in-
creasingly travelled by occupiers, there-
by placing flexible space at the centre of 
the office market in the years ahead.
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NORDIC COUNTRIES SWEDEN 

OFFICES REBOUND
Following a weak year in 2017, in which 
the office sector recorded its lowest 
ever share of total transaction volume 
at 17 per cent, the office sector has now 
rebounded, reclaiming its throne with 
22 per cent of transaction volume. 

INVESTMENT DEMAND 
INCREASING
Foreign buyers have continued to dis-
play interest in the Swedish market.

KEY INTEREST RATE BEGINS  
TO RISE
Sweden's central bank raised their key 
interest rate slightly on 20 December 
to  —0,25 per cent. Inflation has now 
reached the target rate of 2.0 per cent.

CHANGES IN BUYERS  
AND SELLERS
In 2018, stock listed real estate inves-
tors where the largest net investor in 
the Swedish market.

RESIDENTIAL MARKET 
ATTRACTS INVESTORS
During 2018 investors showed a great in-
terest in residential properties and they 
accounted for 34 per cent of the total 
transaction volume, which make resi-
dential properties the largest sector. 
Both Swedish and international inves-
tors have shown interest in residential 
properties throughout Sweden. 

Alexandra Lövgren
Head of Research 

Newsec in Sweden

In 2005, we made a strategic deci-
sion at Newsec to strengthen the 
links between the Nordic and Bal-
tic markets, by thinking and acting 
less like individual countries. At that 
time, each market was to a large ex-
tent an entirely separate business, 
with its own local customers and so-
lutions. Today, 14 years on, we have 
numerous cross-border clients and 
project managers, well-established 
decision-making forums as well as 
common management teams, with-
in both Advisory and Property Asset 
Management. These are develop-
ments that we have consciously pur-
sued because we believe they are 
right strategically, while also being 
driven by customer demand. We pro-
duce an outlook for the whole Nordic 
and Baltic region twice each year in 
order to give you an overview of the 
markets. 

DENMARK

ALTERNATIVE SECTORS ARE 
INCREASINGLY IMPORTANT
The office market is still the second larg-
est segment after the residential sector, 
and retail (especially shopping centres) 
and logistics have increased their share 
of the total volume substantially com-
pared to previous years.

DEVELOPMENT PROJECTS 
IN ALTERNATIVE LOCATIONS 
INCREASINGLY ATTRACTIVE
The lack of attractive prime properties 
in Copenhagen and Aarhus has led to in-
vestors looking to development projects 
in other areas of Denmark.

FOREIGN INVESTORS REMAIN 
INTERESTED
Denmark’s continuous political stabil-
ity and high economic growth, with in-
creased employment, exports and pri-
vate consumption, are proving increas-
ingly attractive to foreign investors who 
consider the Danish market a safe ha-
ven.

HOTELS ARE THRIVING
As general growth of tourism and de-
mand for hotel accommodation in Co-
penhagen increases, Danish institutional 
investors have begun to show increased 
interest in hotels.

CONTINUED GROWTH IS LIKELY
The Danish Economic Council suggests 
that annual economic growth of more 
than 2 per cent is achievable up until 
2025, if financial policy is kept at a tight 
level and labour supply is increased.

Anders Nilsson 
Analyst, Research

Newsec in Denmark

NORWAY

INFLATIONARY PRESSURE 
INTENSIFIES
A weakening NOK has contributed to 
higher inflation. Newsec expects infla-
tion to cool because of the target infla-
tion reduction from 2.5 per cent to 2.0 
per cent, and the likely appreciation of 
the NOK.

DEBT MARKETS ARE 
TRANSFORMING
Bank financing is available for most 
property types, but many financial in-
vestors must adapt to the new bench-
mark of 60 per cent LTV, instead of the 
previous benchmark of 70 per cent. 
Bond-financing is likely to capture a 
greater market share with more players 
on the field.

KEY INTEREST RATE IS LIKELY 
TO RISE IN 2019
Norway’s central bank held interest 
rates at 0.75 per cent in December, as 
expected, and repeated an outlook for 
gradual hikes from the ongoing quarter 
amid faster economic growth and high-
er inflation.

LEASE LENGTHS ARE 
INCREASING FOR LOGISTICS
One observation that is becoming more 
common among logistics and industrial 
properties is longer lease agreements, 
with durations of 15 to 20 years.

ALTERNATIVE MARKETS ARE 
BECOMING STRONGER
As yields in Oslo continue to see down-
ward pressure, investors may increas-
ingly choose to look to markets beyond 
the capital.

Øyvind Johan Dahl
Head of Strategic Analysis

Newsec in Norway 
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REMAINS AN ATTRACTIVE PROPERTY MARKET

REAL ESTATE MARKET IN FINLAND: HELSINKI METROPOLITAN AREA

HELSINKI 
METROPOLITAN AREA 

The investment demand for logistics  
and warehouse properties increases further  
due to relatively high yields in European 
comparison. The higher yields attract  
international investors and capital. 

The majority of property transac-
tions in Finland continue to focus on 
the Helsinki metropolitan area and 
new foreign investors are interested 
in properties in this region. Construc-
tion remains active for now, but there 
are signs that it is dwindling.

The Helsinki metropolitan area (HMA) 
property market started becoming 
more international after 2001 when, for 
example, the Itäkeskus shopping centre 
(now Itis) was sold to the Dutch compa-
ny Wereldhave N.V. for EUR 317 million. 
However, this was not the first interna-
tional investment activity to be record-
ed in the HMA. Cargill, a major US food 
and agricultural corporation, made di-
rect property investments in industrial, 
warehouse and office properties near 
the Kehä III ring road as early as 1998. 
Since 2001, the number of internation-
al investors has increased significantly 
and now they are an integral part of the 
HMA property market. 

The majority of the total value of Fin-
land’s property transactions is still fo-
cused within the HMA, and the interest 
of foreign investors has remained par-
ticularly strong. This has brought yields 
generated by the area’s properties to 
the level of Europe’s metropolises, es-
pecially in prime properties. The rise in 
pricing has led to a broader scope in in-
vestment criteria and to growing compe-
tition over properties in need of devel-
opment. However, investment decisions 
are still made only after a series of care-
ful processes. 

OFFICE PROPERTIES WITH RAIL 
CONNECTIONS IN DEMAND
As the ways of working have changed, 
so has office demand in Finland and 
particularly in the HMA. Over the past 
10 years, flexibility and efficient use of 
the property has been at the core of all 
new office construction projects. With 
this in mind, old offices in the HMA have 
also been adapted to meet current de-
mands. The change is most evident in 
head offices, which have transformed 
into efficient and flexible activity-based 
premises. The large-scale infrastruc-
ture projects in the HMA have expand-
ed the office market area as transport 
connections have been extended to new 

areas. New construction projects tend 
to be near the railway, and the proper-
ties directly adjacent to the transport 
links are usually fully leased even be-
fore construction begins. New office 
space will be completed in Tripla, Pasi-
la in 2019 — 2020, in Kesko’s K-kampus 
in Kalasatama in spring 2019, and in the 
city of Helsinki’s Urban Environment 
House in Kalasatama in early 2020. 

The opening of the REDI shopping cen-
tre in September reopened the discus-
sion on the growing number of shop-
ping centres in the media and there 
were doubts as to whether there would 
be enough demand to match the sup-
ply. Generally, it can take up to two 
years for a shopping centre to establish 
its position but it is clear that the com-
petition will heat up further when Mall 
of Tripla is completed in Pasila in au-
tumn 2019. Additionally, there are sev-
eral other shopping centres being con-
structed. Investment demand directed 
at retail properties comes mainly from 
abroad. The French company AXA, for 
example, bought the Kluuvi shopping 

centre from CBRE Global Investors. In 
the autumn, Wereldhave announced it 
had reached an agreement regarding 
the sale of the Itis shopping centre to 
property investment fund Lakeside Au-
rora Oy, managed by the US bank Mor-
gan Stanley. The transaction price was 
according to the press release EUR 516 
million. The increase in price is stagger-
ing compared to the transaction in 2002, 
although the market situation is com-
pletely different now and the shopping 
centre has undergone several transfor-
mations and renovations.

HIGH YIELDS FROM LOGISTICS 
PROPERTIES ATTRACT 
INVESTORS
The investment demand for logistics and 
warehouse properties increased further 
due to relatively high yields in Europe-
an comparison. The higher yields at-
tract international investors and capital. 
Last year, yields in logistic properties in 
the HMA came closer to those of prime 
properties in Europe’s main market ar-
eas. Modern industrial and warehouse 
properties adjacent to the Kehä III ring 
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PITÄJÄNMÄKI

LEPPÄVAARA

LÄNSIVÄYLÄ

TAPIOLA

AVIAPOLIS

OTANIEMI

EASTERN DOWNTOWNKEILANIEMI

PASILA

ONGOING CONSTRUCTION PROJECTS

City Project Property type Estimated completionRentable area m2

Espoo

Espoo

Helsinki

Helsinki

Helsinki

Vantaa

Espoo

Espoo

Helsinki

Helsinki

Helsinki

Vantaa

Espoo

Helsinki

Helsinki

Helsinki

Helsinki

Helsinki

Vantaa

Headquarter of Ramboll Finland Oy

Retail property (LänsiAuto)

K6 (Lintulahti Corner)

Local service centre Hertsi

Tripla hotel property (430 rooms)

Robert Aviapolis office building

Shopping centre Lippulaiva (reconstruction)

Tietotie 6

Office property (Urban Environment House)

Mall of Tripla

Hotel property (200 rooms, former headquarter of Kansa)

Helsinki Outlet Village (phase I)

Shopping centre Ainoa (phase III) 

K-Kampus (phase I)

Tripla Workery offices

SSA Base Helsinki (ca. 500 rooms)

Metropolia University of Applied Science (phase II, B, C & D building)

Silta hospital

Central warehouse (extension, phase II)

office

retail

office

retail

hotel

office

retail

office, 
educational

office

retail

hotel

retail

retail

office

office

hotel

other

other

logistics

2019 Q1

2019 Q2

2019 Q3

2021

2020 Q1

2019 Q3

2021 Q4

2019 Q3

2020 Q2

2019 Q3

2019

2019 Q4

2019 Q4

2019 Q2

2020

2020

2019 Q3

2022 Q2

2019 Q2

20,750*

8,400*

12,000

20,000

 

10,000*

44,000

26,000

27,500

85,000

 

10,000*

20,000

35,000

50,000*

 

16,000

35,000

 

2

5

8

3

6

9

1

4

7

RECENT SIGNIFICANT TRANSACTIONS
Name Property type City Price (M€) Area m2 Purchaser Seller

Pressi Smart Premises C

Tietotie 6

Warehouse property   
(Kesko Oyj)

office

office, 
educational

logistics

Vantaa

Espoo

Vantaa

 

 

 

 

 

 

 

5,400

26,000

62,300

Julius Tallberg  
Kiinteistöt Oyj

Special Investment Fund 
eQ Care

AB Sagax

SRV

Regenero (HGR Property Partners 
Oy & YIT Oyj)

Skanska HQ office Helsinki 9,100 Corum AM Union Investment Real Estate 
GmbH

Shopping centre  
Martinlaakson Ostari retail Vantaa 7,500 VVT Property Fund I Ky

Fund managed by  
Cerberus Capital Management 

Ilmarinen Mutual Pension 
Insurance Company

Shopping centre Itis retail Helsinki 516 100,540
Fund managed by 
Morgan Stanley Real 
Estate Investing

Wereldhave

DHL logistics property logistics Vantaa 42,000
Elo Mutual Pension Insurance 
Company, LocalTapiola General 
Mutual Insurance Company

DSV logistics property logistics Vantaa 65,000

Savills IM (on behalf of 
Vestas Investment 
Management and a group 
of Korean investors)

DSV

Two office properties  
(Plaza Pilke, Plaza Hehku)

Office property  
(Urban Environment House)

office

office

Vantaa

Helsinki

34

165

10,460

27,500

Fund managed by  
Tristan Capital Partners

Union Investment Real 
Estate Gmbh

Union Investment Real Estate 
Gmbh

City of Helsinki

road continue to draw investors’ atten-
tion. One of the most significant pro-
jects in this segment is logistics com-
pany DSV’s Finnish head office near the 
airport in Hakkila, Vantaa. The head of-
fice comprises approximately 50,000 m2 
of logistics centre, 10,000 m2 of terminal 
space and 4,000 m2 of office space.

HOTEL SUPPLY INCREASING DUE 
TO NEW CONSTRUCTION 
Construction in the HMA remains active 
for the time being, but is expected to ex-
perience a slump later this year. Accord-
ing to Statistics Finland’s building and 
dwelling production report, the num-
ber of building permits for retail and 
office properties decreased consider-
ably in 2018. One significant phenome-
non in the HMA property market is the 
increased hotel supply. In spring 2019, 
there are at least 10 new ongoing hotel 

projects, which means more than 2,000 
new guest rooms. The number of visi-
tors and nights spent in a hotel have in-
creased in the HMA but competition in 
this sector will also heat up.

There have been numerous changes in 
the HMA property market over the past 
30 years. The office market is experi-
encing a change as new types of flex-
ible and shared offices as well as expe-
rience-based retail properties emerge. 
Changes in retail properties, in turn, 
support changes in logistics properties, 
which tend to now be faster and more 
automated distribution premises. The 
global market is changing and the rise 
in interest rates in the upcoming years 
is considered to be guaranteed by many. 
However, the  property market is ex-
pected to remain active.

  Sources: Newsec, KTI* Gross area Sources: Newsec, KTI

Olli-Pekka Mustonen
Head of Research

Newsec
+358 44 522 2693 

olli-pekka.mustonen@newsec.fi
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HELSINKI 
CITY CENTRE
REMAINING ATTRACTIVE AND HOTEL SUPPLY INCREASING

The Helsinki city centre has tradi-
tionally been the most significant but 
also the most valuable property mar-
ket area in Finland. Over the past few 
years, the centre has expanded and 
is still searching for its true centre 
of gravity. The attraction of the cen-
tre keeps office rents high and retail 
property vacancy rates low.

Office rents in the city centre have been 
on an upward trend since 1994, despite 
some occasional fluctuation. Market 
rents have experienced the strongest 
growth in recent years and the trend 
remains ongoing, although it slowed 
down slightly towards the end of 2018. 
The positive economic development has 
increased tenant demand and reduced 
vacancy rates in the centre. 

The city centre has expanded in the 
past five years with the completion of 
the Töölönlahti office buildings. The 
development of the area was already 
on the horizon when the Sanomatalo 
building was completed near the centre 
in 1999. The outer edges of the centre 
have started to attract attention with 
the completion of the Helsinki Central 
Library Oodi and the Amos Rex Museum 
in 2018. Both were also noted abroad. 
Projects have expanded the city centre 
to more north.

Retail property vacancy rates have 
fluctuated but overall vacancy remains 
minimal. The increasing competition 
over retail properties in the metropoli-
tan area has not affected the city centre 
and most likely will not do so. The cen-
tre differs from other retail markets and 
will retain its position as a ‘high street 
area’ with a natural flow of people.

INCREASE IN HOTEL SUPPLY 
MEETS DEMAND
Hotel supply in the city centre is increas-
ing considerably. Significant projects in-
clude the renovation of Kesko’s former 
head office into hotel and residential 
space in Katajanokka, the renovation of 
Teboil’s former head office into a hotel 
on Bulevardi, and the recently complet-
ed Hotel St. George on Yrjönkatu. An-
other hotel construction project is com-
mencing at the Central Station where 
Exilion Asemahotellit Ky is constructing 

PHOTO: TUOMAS UUSHEIMO
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KAMPPI

RUOHOLAHTI

CITY CENTRE 

TÖÖLÖNLAHTI

B

A
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D

E

ONGOING CONSTRUCTION PROJECTS
City Project Property type Estimated completionRentable area m2

Helsinki Court House

Helsinki

Helsinki

Helsinki

Helsinki

Hotel property (former headquarter of Kesko Oyj; Phase C)

Lapland Hotels Bulevardi (182 rooms)

Hotel Scandic Marski (redevelopment, extension)

Scandic Helsinki Rautatieasema (500 rooms)

hotel

hotel

hotel

hotel  

2019 Q1

2019 Q1

2019 Q2

2020 Q4

 

 

20,000*

 

Alvar Aallon katu 3  
(Alma Media HQ)

Eteläranta 4

Seurahuone building

Erottajankatu 2  
(The Custom House)

office

office

office

hotel

office

Helsinki

Helsinki

Helsinki

Helsinki

Helsinki

200

116

 

 

 

50,000

11,845

4,400

 

 10,000

Hemsö Fastighets AB

M&G European Property 
Fund

HYY Group

Fund managed by 
BlackRock Real Assets

Sponda Oyj

Ilmarinen Mutual Pension 
Insurance Company

Berfin Oy

Sponda Oyj

Bankruptcy estate of construction 
company Lapis Rakennus Oy (As. 
Oy Helsingin Dianapuisto, As. Oy 
Helsingin Yrjönkulma)

2

3

4

1

New properties attract attention and achieve the 
highest prices in the current market situation. 
Töölönlahti is an attractive area in the centre and 
has recorded some of the top prices in the market.

Kauri Melakari
Head of Data Science

Newsec
+358 40 359 3217

kauri.melakari@newsec.fi

RECENT SIGNIFICANT TRANSACTIONS

* Gross area Sources: Newsec, KTI

a hotel with nearly 500 guest rooms. Ex-
ilion also has an ongoing hotel project 
in Pasila. In addition, HYY Group pur-
chased the Seurahuone building from 
Sponda with the intention of expanding 
the hotel into the Old Student House. 
According to Helsinki’s visitor statistics, 
there is demand for increased hotel sup-
ply. In 2017, there were more than four 
million nights spent in hotels and the 
growth rate has been high. 

MODERN CITY CENTRE OFFICE 
BUILDINGS ARE MOST VALUABLE 
Investment demand is focused in the 
Helsinki city centre due to location and 
rents. Over the past 12 months, direct 
property investments have been made 
at record prices. Yields in the best prop-
erties have fallen close to the prices of 
Europe’s largest markets and are start-
ing to reach Stockholm’s levels.

New properties attract highest demand 
and achieve the highest prices in the 
current market situation. Töölönlahti is 
an attractive area in the centre and has 
recorded some of the top prices in the 
market. Ilmarinen Mutual Pension Insur-
ance Company made two transactions in 
the Töölönlahti area. In the end of 2018 
it sold an office at Alvar Aallon katu 3 
for EUR 116 million and in the spring an-
other office at Töölönlahdenkatu 3 for 

EUR 190 million. In both transactions, 
the yield was well under 4 per cent. 

Retail property transactions also took 
place in the centre. For example, the 
Kirjatalo monument building at the cor-
ner of Pohjoisesplanadi was sold. The 
main tenants at the property are Aka-
teeminen Kirjakauppa and HOK-Elan-
to’s Food Market Herkku. The upper 
floors of this property contain a signif-
icant amount of office space. AEW Eu-
rope City Retail fund bought the prop-
erty from Stockmann for EUR 108.6 mil-
lion. Another significant retail property 
transaction in 2018 was the sale of the 
Kluuvi shopping centre to AXA Invest-
ment Managers. 

The Helsinki city centre is a traditional 
and significant property market area in 
Finland. The highest transaction pric-
es in Finland have been recorded here 
and the area also has higher rents com-
pared to other areas. The centre has 
expanded with new construction and is 
still searching for its true centre of grav-
ity. The city continues to develop as new 
buildings are erected in the Pasila area, 
for example. 

TRANS-  CONSTRUCTION 
ACTIONS PROJECTS

Office

Hotel

Name Property type City Price (M€) Area m2 Purchaser Seller
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CITY CENTRE’S ROLE CHANGING IN THE PROPERTY MARKET

Tampere city centre has always been 
an important retail property market 
area, but its role is changing as new 
projects are completed. Domestic and 
foreign investors alike are interested 
in properties in the city, but supply 
is scarce. 

The office market in Tampere city cen-
tre started to develop on 1990’s when 
Mutual Pension Company Varma bought 
and repurposed Finlaysons old factory 
buildings. The city has grown and the 
centre has remained a vibrant and at-
tractive area. 

The Tampere office market underwent 
major changes when Tulli Business Park 
and the first office building of Technopo-
lis Yliopistonrinne were completed near-
ly 10 years ago. Prior to these projects, 
the office area was scattered over the 
centre, its surroundings and Hervanta. 
The new premises increased the pres-
sure to renovate old offices in the cen-
tre, as vacancy rates were on the rise. 
Major changes in tenancies in Hervan-
ta, such as Microsoft leaving the area, 
increased the supply of vacant premis-
es. Since then, vacancy rates have de-
creased and occupancy is experiencing 
a boost from the upcoming tramway. 
Vacancy rates in modern properties in 
the city centre have remained moderate 
despite new office projects.

IMPROVED ECONOMIC GROWTH 
BOOSTING OFFICE SPACE 
DEMAND
Improved economic growth has led to 
an increase in demand for modern of-
fice space. In early 2018, Technopolis 
began construction on the first and sec-
ond phase of their Asemakeskus cam-
pus. This will increase the amount of 
modern office space in the city centre 
by approximately 21,000 m2. The first 
phase of the property is set to be com-
pleted towards the end of 2019, and the 
second phase in the summer of 2020. In 
addition, Sponda is constructing an of-
fice building spanning 13,700 m2 next to 
the Ratina shopping centre. 

New construction work in Kauppi is due 
to the development of Tampere Uni-
versity Hospital. The Pirkanmaa Hospi-
tal District is constructing two proper-

ties; the D building (37,000 m2) will be 
completed in early 2020 and the L build-
ing (19,000 m2) in the autumn of 2019. 
Tampere Heart Hospital (14,000 m2) 
was completed last spring, along with 
the first part of the parking garage with 
spaces for 400 vehicles. 

Development projects have also been 
up for sale. Mutual Pension Company 
Varma sold the old Pyynikin Trikoo fac-
tory property to an investment fund 
managed by Aberdeen Standard Invest-
ment. The new owner is continuing to 
develop the area and the entire prop-
erty is being renovated one part at a 
time. In the first phase, approximately 
70 apartments will be completed in the 
middle part of the complex in 2020. Ser-
vices in the area will also improve.

The number of hotel rooms in Tampere 
will increase due to the 10,000 m2 hotel 

included in the Tampere Deck and Are-
na project and a Marriott hotel, which is 
being constructed next to Tampere Hall. 
The building, which is owned by Keva 
Pension Insurance Company, will have 
229 guest rooms and a corridor con-
necting it to Tampere Hall.

NEW PROJECTS SHIFTING  
THE CENTRE OF GRAVITY FOR 
RETAIL PROPERTIES
Tampere city centre and Hämeenkatu 
street have always been key areas in 
the retail property market. The P-Hämp-
pi underground parking garage and the 
new shopping centre Ratina have shift-
ed the commercial centre more towards 
east. The upcoming Tampere Deck and 
Arena project is likely to push the com-
mercial centre closer to the railway sta-
tion. The greatest demand is currently 
focused around Stockmann as well as 
Ratina and Koskikeskus shopping cen-

The upcoming Tampere Deck and Arena project  
is likely to push the commercial centre closer  
to the railway station.
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B

A

ONGOING CONSTRUCTION PROJECTS

Name

City Project Property type Estimated completionRentable area m2

Office and production 
property

Tampere

Tampere

Tampere

Pirkkala

Tampere

Tampere

Asemakeskus campus (phases I & II)

Office and retail property 

S-Market

Logistics property (DHL)

Courtyard by Marriott hotel (229 rooms)

Tampere University Hospital extension (D, F, L wings)

office

office

retail

logistics

hotel

other

2019 Q4 / 2020 Q3

2020 Q2

2019 Q4

2019 Q2

2019 Q4

2019 Q3 / 2020 Q1 / 
2020 Q4 

20,500

13,700*

 

4,000*

9,000*

65,200*

Healthcare and office 
property

office

office

Tampere

Tampere

10.3

 

 

9,400

AB Sagax

Special Investment Fund 
eQ Care

Alma Media Oyj

Fund managed by OP Group

D Two industrial properties logistics Tampere 5.8 6,000  MREC Sähkö-Pelto

C Hermia 5 — 6 office Tampere  30,000  Aberdeen Standard Investment

2

3

1

Markku Turunen
Regional Director, RICS, LKV, Partner

Newsec
+358 40 845 34 82

markku.turunen@newsec.fi

RECENT SIGNIFICANT TRANSACTIONS
Property type City Price (M€) Area m2 Purchaser Seller

* Gross area Sources: Newsec, KTI

tres. Competition for tenants has in-
creased during the past 12 months, in-
creasing vacancy rates and prolonging 
void periods between tenants. The retail 
spaces along Hämeenkatu have suffered 
due to the tramway construction, which 
has made it more difficult to travel by 
car and on foot. These disruptions will 
continue for several more years, as the 
first phase of construction is due to be 
completed in spring 2021.

As Finland’s property market has be-
come more international, the number 
of property transactions in Tampere 
has increased significantly. On aver-
age, approximately 6 per cent of the 
country’s property transaction volume 
in euros is generated in Tampere. 2017 

was the busiest year yet for the city’s 
property market, with the transaction 
volume exceeding EUR 800 million for 
the first time. 2018 failed to reach the 
same figures as the volume amounted 
to EUR 560 million. The main reason for 
this is the scarcity of available proper-
ties, particularly those worth more than 
EUR 10 million as well the small number 
of large-scale portfolio transactions in-
volving Tampere. Domestic and foreign 
investors’ demand vastly exceeds the 
supply in the Tampere property mar-
ket — a situation that is expected to re-
main the same this year. The increased 
demand has also raised prices.

4

5

6

TRANS-  CONSTRUCTION 
ACTIONS PROJECTS

Office

Retail

Hotel

Logistics /  
industrial

Other
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Following a busy and interesting year, the Turku property market is showing no 
signs of slowing down. New domestic and international buyers have arrived on 
the scene, which is expected to increase market liquidity in Turku. 

PROPERTY MARKET LOOKING BRIGHT

The Turku property market had a busy 
and interesting year last year. Several 
transactions involving domestic inves-
tors took place and local property inves-
tors acted mainly as sellers. New buyers 
are very welcome as they maintain mar-
ket liquidity and may attract new oper-
ators to the area. Yields have reached 
record lows in places, although as the 
area develops there is still good yield 
potential there. Despite the large num-
ber of significant development projects 
in the Turku area, there is strong faith 
in the projects being completed. The 
strong economic development of the 
whole area as well as the emergence 
of new credible investors indicate that 
the projects will eventually take off, and 
success stories feed the enthusiasm for 
further development.

MAJOR CHANGES 
IN THE CITY CENTRE
In addition to the city’s top projects, 
new ones are frequently emerging. The 
Keskustavisio 2050 project was followed 
by the development of the Science Park 
in the Kupittaa-Itäharju area, the de-
velopment of the Ratapiha area into a 
new residential and office area, as well 
as Blue Industry Park near the shipyard, 
which offers production facilities to sup-
port the shipyard. A new development 
project at the harbour was announced 
last autumn; Turun Satama Oy will build 
a new terminal for passenger traffic. 
The project will revive the area between 
the Turku Castle and the River Aurajoki, 
and a historical museum, for example, is 
one of the plans for the area. The cas-
tle surroundings and the areas near the 
harbour will become the part of the city 
that is developing and growing. 

The city centre will be in a state of tur-
moil for the next couple of years. The 
construction of the underground car 
park at the market square has finally 
begun, almost ending all market activ-
ity for the time being. Construction will 
have a strong impact on the city centre, 

including traffic, for the next few years. 
The KOP-kolmio building on the cor-
ner of the market square is being ren-
ovated and, once completed, will offer 
more much-needed new retail and office 
space in the centre. Some of the city’s 
services as well as the Social Security 
Institution’s services will be located in 
the building. The Hamburger Börs hotel 
building will be demolished and a new 
hotel building erected on the site. The 
sketches for the new building have re-
ceived wide praise. Turun Osuuskaup-
pa TOK is expanding and renovating the 
City Börs hotel near the market square; 
the rooftop bar may be open as early as 
the beginning of May.

BUOYANT PROPERTY 
TRANSACTION MARKET
Several large-scale property transac-
tions took place in Turku and the sur-
rounding areas in 2018. The most signif-
icant one was revealed as the city an-
nounced it was preparing to sell its care 
home and hospital properties to Swed-
ish investor Hemsö, while staying on as 
tenant with a long-term lease. The to-
tal floor area of the properties is ap-
proximately 80,000 m2 and the trans-
action price some EUR 130 million. The 
terms of the agreement state that the 
buyer will invest EUR 50 million in Tu-
run Teknologiakiinteistöt shares, an in-
vestment company owned by the city of 
Turku and institutional investors, which 
will help the receiving company to invest 
in the science park to be constructed in 
the Kupittaa-Itäharju area in the future. 
The City of Turku also decided to sell 
its share of Logomon Toimistot Oy, as 
the biggest owner, construction com-
pany Hartela Oy found it a buyer. Part 
of a building consisting mainly of office 
space, this area spans approximately 
10,000 m2.

The buoyancy of the property market 
was evident in all property types. Sever-
al apartment building transactions took 
place all over the city, from the city cen-

TURKU
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RECENT SIGNIFICANT TRANSACTIONS

tre to Länsikeskus and Iso-Heikkilä. Tu-
run Teknologiakiinteistöt sold two cen-
trally located office buildings to Kielo, 
an investment company managed by 
Brunswick Real Estate. Trevian bought 
three retail and office properties in the 
centre of Raisio, the shopping centre in 
Varissuo, Leaf Centre, TV-Center in Mä-
likkälä and the Puuilo store in Kaarina. 
Sagax bought a complex consisting of 
three office properties located in Urus-

vuori and Pitkämäki. Kansallis-Yhtiöt 
acquired the office building at Yliopis-
tonkatu 31 by closing multiple deals. 
Rausanne Oy bought the Intelligate III 
project in the Kupittaa area from YIT, 
and the new building will house a Sokos 
hotel operated by the Turun Seudun 
Osuuskauppa cooperative. CapMan Ho-
tels RE Fund sold a set of hotel proper-
ties including the hotel at Yliopistonka-
tu 19 to a fund managed by Corum As-
set Management. Several transactions 
involving large properties are being ne-
gotiated in Turku at the moment, so the 
beginning of 2019 is likely to get off to 
an eventful start.

The rental market has also remained ac-
tive. There is still a lack of modern, air-
conditioned offices in the centre. Gross 
rents often exceed EUR 20 per m2 per 
month, even coming close to EUR 25 per 
m2 per month. The offices in the Kupit-
taa area are essentially fully occupied. 
A university of applied sciences campus 
measuring approximately 30,000 m2 
and a new head office for Veritas are set 
to be completed in Kupittaa in 2020, but 
these will not relieve the high demand 
for office space. There are only a few 
individual office building sites suitable 
for construction in the area, but office 
construction is expected to be extended 

to Itäharju in the near future. The con-
struction of production, warehouse and 
logistics premises is also ongoing. There 
is still a lack of large rental premises in 
particular as new properties are often 
constructed for a particular user. 

The construction of apartment buildings 
remains strong. It is meeting pent-up 
demand, and rents are on the rise this 
year. On the other hand, private apart-

ment investors emerging on the rental 
market have clearly increased the num-
ber of rental apartments in the city, and 
supply has been exceptionally abundant. 
Statistics do not reveal whether the rise 
in rents is due to improved quality or 
the increased demand. Apartment con-
struction is likely to even out somewhat 
in the future. However, it is worth re-
membering that the population of Turku 
is on the rise.

YIELDS AT A RECORD LOW
Property market activity has translat-
ed into both a decreasing number of va-
cant properties and lower yields. Yields 
in office and retail properties in the city 
centre are at a record low, around 6 
per cent, depending on the condition of 
the building, tenants and lease lengths. 
Yields in production, warehouse and lo-
gistics properties hover between 9 and 
12 per cent.

Apartment building transactions 
have been made mainly with 4 — 5 per 
cent yields with prices of new build-
ings at the bottom of the range. The 
city’s population is expected to rise by 
25,000 — 30,000 people by 2030, nearly 
80 per cent of whom will live in apart-
ment buildings. Approximately two 
thirds of the apartments will be located 

in the vicinity of the centre in the Puk-
kila, Ratapiha, Fabriikki and Iso-Heikkilä 
areas and Juhana Herttuan Puistokatu. 

Foreign property investors made a 
strong entry in the Turku property mar-
ket in 2018. They were particularly inter-
ested in office and retail properties in 
the centre as well as entire apartment 
buildings but the interest also spread to 
the production, warehouse and logistics 
property sector. One explanation for the 
increased interest is that Turku and the 
surrounding areas, with their ongoing 
development and growth, are believed 
to offer a safe and attractive future for 
property investments. Better yields 
compared to the Helsinki metropolitan 
area, for example, are certainly also a 
factor, as well as the unique nature of 
the properties on the market. Both the 
transaction and the rental markets are 
expected to have an interesting and 
busy year ahead.

Several transactions involving large properties  
are being negotiated in Turku at the moment,  
so the beginning of 2019 is likely to get off  
to an eventful start.
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OULU
RETAIL SPACE BEING CONSTRUCTED OUTSIDE THE CITY CENTRE

Vacancy rates in retail properties 
in Oulu city centre have decreased 
and potential new projects might 
boost the centre further. Modern and 
adjustable spaces are in demand in 
the office sector and are currently 
offered predominantly by Technopolis.

Oulu’s property market is dominated 
by domestic operators. Foreign inves-
tors' share grew considerably last year, 
however, as British capital investor Kil-
dare Partners bought all of Technopo-
lis Oyj shares. Technopolis’ property 
assets had a market value of approxi-
mately EUR 950 million at the time. The 
company has approximately 185,000 m2 
of office space and holds a 30 per cent 
market share in Oulu. 

Ongoing housing construction is fo-
cused within the grid plan area of the 
city centre as well as in Limingantulli 
and in Toppilansalmi. The Asemantor-
ni project’s first two 12-storey residen-
tial buildings are being constructed near 

the station. The first tower block was 
completed at the turn of the year and 
the third is set to be completed towards 
the end of 2020. The buildings will have 
a total of 337 apartments. A 12-storey 
retail and residential building is being 
constructed at Albertinkatu 9. The in-
surance company Pohjola’s Käpälänkul-
ma building, completed in the 1980s, 
was demolished to make space for it. 

INVESTMENTS REVIVING THE 
OFFICE MARKET IN THE CITY 
CENTRE
The most significant ongoing office 
property project is the extension of the 
Technopolis campus at Sepänkatu in the 
city centre, which suggests that demand 

for offices in the centre is good. The 
second phase of the Sepänkatu cam-
pus has 8,400 m2 of leasable area. The 
investment is valued at approximate-
ly EUR 25 million, and it will boost and 
support the development of the office 
market for the entire centre.

Just like elsewhere in the country, the 
greatest tenant demand in Oulu is for 
modern and versatile office spaces. 
Technopolis’ market share in this sec-
tor and the city’s entire office stock is 
significant. An increase in the number 
of property owners would increase us-
ers’ options and competition. Unlike in 
the Helsinki metropolitan area, in Oulu, 
parking solutions play a major role in 

the office users’ decision-making pro-
cesses, because the most common 
mode of transport is a private car. 

Coworking offices, which have recently 
arrived in Finland, have yet to find their 
place in the Oulu office market. Cowork-
ing solutions have been tested previous-
ly by OP Oulu and Luova laboratorio, for 
example, and UMA Linnanmaa is also a 
part of Technopolis’ coworking network. 
There is demand for this space type in 
Oulu, however, and the market is sure 
to respond.

FOCUS OF RETAIL SPACES 
SHIFTING OUTSIDE THE CENTRE?
For several years, the centre suffered 

from a high vacancy rate in retail prop-
erties, but as the centre has been de-
veloped, more properties have been 
occupied. The Valkea shopping centre, 
the most significant retail property pro-
ject in the centre in recent years, has 
also changed the directions of pedestri-
an traffic in the city centre. The great-
est retail property demand is now di-
rected towards Kauppurienkatu, which 
runs east to west, while retail proper-
ties were previously clustered around 
the Rotuaari pedestrianised street.

The amount of retail space outside the 
centre will grow considerably in the 
next couple of years, as the construc-
tion of the Oulunportti commercial and 
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The amount of retail space outside the centre  
will grow considerably in the next couple of years, 
and new projects are shifting leasing demand  
away from the centre.
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employment area begins in 2020. More 
than 100,000 m2 of new space is being 
created by highway 4, near the Kaakkuri 
shopping centre. In addition, prepara-
tions for the second phase of the retail 
and office property at Alasintie 10, com-
pleted last year, have begun in the Lim-
ingantulli area. The second phase will 
develop an area of 7,000 m2, the leas-
ing for which began last summer. A few 
companies have made planning reser-
vations for Ritaportti, located north of 
the city.

These new projects are shifting retail 
property demand away from the cen-
tre. Without significant measures, re-
tail demand in the centre will decrease 

in the long run and the future is uncer-
tain, despite the opportunities it holds 
for developers. A good example of this 
is the large-scale Oulun Ratapiha pro-
ject, which is currently under develop-
ment in the centre. Development phase 
financing has been secured for the pro-
ject, but the final decision is pending. 
The project is on hold until all landown-
ers in the area are on board. The project 
will develop a total area of 150,000 m2, 
including apartments, exhibition facili-
ties, a hotel, a restaurant and a bus ter-
minal. 

There are also plans to build a 22-sto-
rey building called Terwa Tower in the 
centre. Spanning 23,500 m2 (GFA), it 

would house a hotel, office space, res-
taurant and conference facilities as well 
as coworking space. This project by YIT 
Talo Oy, Terwa Kiinteistökehitys Oy and 
Terwa Management Oy would mean a 
significant boost for the image of the 
city and the area’s property market. An-
other interesting project that will affect 
the city image is Oulu Allas Sea Pool. 
City government accepted the plot res-
ervation for the project in January and 
construction in planned to begin during 
the spring after lease negotiations are 
finalised. The project led by Töölö Ur-
ban, who completed a similar project at 
the market square in Helsinki. If these 
projects go ahead, they will improve the 
draw of the city and will have a positive 
impact on retail property demand. 

The first phase of the construction of 
Oulu University Hospital’s children’s and 
women’s hospital and the core hospital 
in the Kontinkangas hospital area is on-
going. The project is run by the North-
ern Ostrobothnia Hospital District, will 
span an area of 46,000 m2 and is go-
ing to cost a total of EUR 164 million, ac-
cording to estimates. The buildings are 
expected to be ready for use at the end 
of 2021. The permit of exemption grant-
ed by the Ministry of Social Affairs and 
Health at the end of November allows 
the Northern Ostrobothnia Hospital 
District to take its OYS 2030 project for-
ward at an accelerated pace. The com-
plex totals investments of approximate-
ly EUR 1 billion and the project will span 
10 years, during which time the new uni-
versity hospital will be built.

* Gross area Sources: Newsec, KTI
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Oulun Medikiinteistöt Oy 
(500 rental apartments) other Oulu   

Construction company 
Lapti, Ålandsbanken 
Building Plot Fund

Northern Ostrobothnia Hospital 
District
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OTHER 
REGIONS

JYVÄSKYLÄ’S KANGAS AREA 
UNDER DEVELOPMENT
In Jyväskylä, new construction is largely 
focused on the Kangas area and is hav-
ing a significant impact on the dynamics 
of the city’s property market. 250,000 
m2 (GFA) of housing and 85,000 m2 
(GFA) of office space is being construct-
ed in the area. The construction of a 
7-storey office building, Kankaan Arkki, 
is set to begin during this spring. Near-
ly 80 per cent of the building, which is 
due to be completed in spring 2020, has 
already been leased, and the main ten-
ants will be Accountor, YIT and Monet-
ra Keski-Suomi. Construction company 
Peab will build the Optimes Business 
Garden office building across an area of 
more than 10,000 m2 (GFA) at Paperi-
tehtaankatu 9. Special investment fund 
Fennica Toimitilat I will be investing in 
the project and the main tenants include 
Landis+Gyr and Jyväskylän Energia. The 
historical Valkoinen talo office building 
in the Kangas area will also be renovat-
ed. The city of Jyväskylä sold the prop-
erty at the beginning of December to 
a property company owned by Jorma 
Hyökyvaara. Housing construction is 
also under way in Kangas. The 15-storey 
KOAS Kankaantorni building for the Cen-
tral Finland Student Housing Foundation 
was completed at the beginning of Sep-
tember. In addition, Skanska is building 
two rental apartment buildings for Lähi-
Tapiola near the old paper mill.

Last spring, the Jyväskylä city council 
gave a green light for the Hippos2020-
development. In December, the boards 
of the two main investors, Fennia 
Varain hoito Oy and construction com-
pany Lehto Group Oyj, approved financ-
ing for the project. The development 
totals 160,000 m2 with a budget of EUR 
220 — 250 million. Construction is ex-
pected to last until the end of 2023.

In the city centre, the Valtiontalo build-
ing is being renovated to be used as re-
tail and office space. The new occupants 
include Yle and Forenom. A 7-storey 
building, Reimari-talo, will also be con-
structed next door, housing 6,300 m2 of 
retail and office space as well as apart-
ments on the upper floors. The new res-
idential block in Aallonportti was com-
pleted towards the end of the year. The 
second-phase apartment buildings are 
being constructed, and the three build-
ings completed during the last phase 
of the project are being marketed. The 
construction of a new vehicle centre will 
start next year in Seppälänkangas. The 
property company investing in the ter-
minal is owned by Kuljetusliike Ville Sil-
vasti, which will also be the tenant, and 
Jykia, which will later give up its share.

Several large property transactions 
took place in Jyväskylä towards the end 
of the year. The retail property occu-
pied by Plantagen in the Seppälä area 

changed owners when GE Holding I sold 
the 4,000 m2 property to private inves-
tors. The office building at Yliopistonka-
tu 28 in the city centre was sold by pri-
vate investor Markku Rainamo to Samla 
Toimitilat II Ky. The 8,000 m2 property 
was the first investment for this fund, 
which invests in office buildings in Fin-
land’s growth centres. In addition, coop-
erative Keskimaa sold the upper floors 
of the centrally located Sokkari shop-
ping centre to Royal House Oy and Jär-
vi-Suomen Asunnot Oy. There are plans 
to convert the 4,600 m2 (GFA) of of-
fice space into approximately 100 apart-
ments.

Additionally, IVH Kampus purchased 
all shares in KOy Kauppakatu 18, also 
known as the Nordea building, for EUR 
9.3 million. IVH Kampus is owned by 
stock listed Investors House and was 
converted into a real estate fund at the 
end of 2018. 

INVESTMENT DEMAND IN LAHTI 
FOCUSING ON RESIDENTIAL 
PROPERTIES
The residential construction projects on-
going in Lahti are focused on the areas of 
Radanvarsi, Hennala, Niemi and Sopen-
korpi. Plans are in place to convert the 
Starkki area on the south side of the rail-
way into a residential area, the develop-
ment of the Asko area is continuing, and 

LAHTI

JYVÄSKYLÄ



NEWSEC PROPERTY OUTLOOK SPRING 2019 37REAL ESTATE MARKET IN FINLAND: OTHER REGIONS

the Hennala military area is being devel-
oped for residential use, services and 
shared use by companies. The location 
of the Renkomäki area as a commercial 
district will improve when the southern 
ring road is competed. Several retail 
properties are in the pipeline or have al-
ready been completed in the area. In ad-
dition, the second phase of the renova-
tion of the central hospital is set to be 
completed in the first half of the year.

Investment demand in Lahti remains 
moderate but is focused on residential 
properties. Several large apartment 
portfolios that were sold included resi-
dential properties located in Lahti. The 
buyers were Kojamo, Kunta-asunnot 
and the international investor Morgan 
Stanley Real Estate Investing. Some in-
dividual residential properties were also 
sold in Lahti to local investors. 

The most significant individual proper-
ty transaction involved BW Tower, the 
7,800 m2 office building located next to 
the travel centre and completed in 2015. 
The property was sold by Mutual Insur-
ance Company Fennia, Aktia Life Insur-
ance Ltd and Teollisuusliitto ry to a fund 
managed by the French company Corum 
Asset Management.

KUOPIO PROPERTY MARKET 
ACTIVITY AT A RECORD HIGH 
LAST YEAR
The property market in Kuopio is fo-
cused heavily on the Maljalahti, Puijon-
laakso and Savilahti areas. There are 
plans in place to make Savilahti a sig-
nificant complex for housing, education 
and business.

The contractor chosen for the Kunto-
laakso project in Monttu, Niirala, was YIT. 
The investment is worth a total of EUR 
46.2 million and includes the renovation 
of the ice hockey arena, a new building 
for the indoor swimming pool and a park-
ing facility for 360 vehicles. The project 
is set to be completed in 2020.

In addition, the renovation of the in-
patient ward and outpatient clinic in 
the Puijo hospital’s old main building 
started in spring last year. The pro-
ject, which covers an area of 60,000 m2 
and is worth EUR 164 million is set to be 
completed in 2025. The project will be 
completed using the alliance model with 
the main contractor being construction 
company Lapti Oy.

The new premises for the Savonia Uni-
versity of Applied Sciences on Micro-
katu were completed in January 2019. 
Techno polis is building more campus 
space on Microkatu this year, and the 
8,700 m2 building is set to be completed 
in August.

Kuopion Portti will make significant 
changes to the Kuopio station area. The 
project, which was granted a construc-
tion permit in May last year, will be car-
ried out in three phases by 2023. The 
area will feature more than 200 apart-
ments, retail, care home and office 
premises as well as a separate parking 
facility for approximately 470 cars. 

In 2018, property market activity 
reached a record high in Kuopio. The 
city’s property transaction volume ex-
ceeded EUR 170 million and the share 
held by foreign investors increased con-
siderably, mostly as a result of the sale 
of Technopolis. Technopolis owns ap-
proximately 80,000 m2 of office space 
in Kuopio, which is equivalent to approx-
imately 20 per cent of the city’s office 
stock. The most significant individual 
transaction involved the 10,300 m2 re-
tail property located in a visible place 
by the market square at Kauppakatu 41. 
The property was sold by Citycon Oyj to 
special investment fund Fennica Toimiti-
lat I, managed by Fennia. The property’s 
tenants include Kesko, Tokmanni, Dan-
ske Bank and Restel Ravintolat. In ad-
dition, Suomen Hoivatilat Oyj bought a 
MREC comprising 65 sheltered housing 
and care home apartments from Lapti 
Oy. The company is part of the Kuopion 
Portti project. 

LAPPEENRANTA CITY CENTRE IS 
EVOLVING
Construction in Lappeenranta city cen-
tre has been unusually active over the 
past couple of years, with a significant 
number of new properties completed 
or under construction in the area. The 
IsoKristiina shopping centre expansion 
was completed in 2015, and develop-
ment of the block known as Citykortteli 

is still under way. Furthermore, re-zon-
ing for the block known as Pormestarin 
kortteli is in progress and would allow 
for additional construction of the block. 

The timeline for the Ikea department 
store and an adjacent shopping centre 
has not yet been decided, however, so 
construction will not be starting in the 
near future. The city of Lappeenranta 
has abandoned its plan to construct the 
South Karelia arena on the Ikea plot. 

In 2018, the most significant property 
transactions in the city mainly involved 
retail properties, the largest of which 
was the Galleria shopping centre, bought 
by Agore Kiinteistöt Oy, a joint venture 
between ELO Mutual Pension Insurance 
Company, Första AP-Fonden and Trevi-
an Asset Management. The seller, Bar-
ings Real Estate Advisers, also sold the 
Revontuli shopping centre located in 
Rovaniemi. In addition, City Kauppapai-
kat Oy sold the retail property at Teolli-
suuskatu 6, next to the Prisma depart-
ment store, to Etelä-Karjalan Osuuskaup-
pa cooperative in the autumn.

TRANSACTION MARKET IN 
VAASA ACTIVE 
The biggest news last autumn in Vaasa 
involved Wärtsilä’s Smart Technology 
Hub research, product development and 
production centre, which is to be built 

in Vaskiluoto. Wärtsilä plans to relo-
cate its operations and employees from 
the city centre to the new hub by 2020. 
This will create opportunities for devel-
opment of Wärtsilä’s current premises 
on the northern edge of the city centre. 
The Wasa Station project, led by YIT, 
took a step forward late last year when 
the demolition of the old coach station 
began. The multi-purpose complex on 
Sepänkyläntie will include 21,150 m2 of 
leasable retail space, a music and con-
ference centre measuring 8,000 m2 and 
a hotel with 150 guest rooms.

The 16,700 m2 office complex Power-
gate II, located near the airport, and 
still partially under construction, was 
sold in June last year to Nordisk Renting 
Ab. The seller was Oy Vaasa Parks Ab, 
who was also the contractor. The com-
plex, consisting of three buildings, is be-
ing leased to Wärtsilä Oyj, giving a total 
of 900 company employees the chance 
to work under the same roof upon its 
completion. Powergate II building A was 
completed in June and building B in 
September last year. The construction 
of building C, spanning across approxi-
mately 4,200 m2, began in July last year, 
and the entire complex is set to be com-
pleted by the end of this year.

WasaGroup is building an office build-
ing known as Kivikiila aimed at tenants 
operating within the financial sector. 

VAASA

KUOPIO
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The eight storey building will consist of 
14,500 m2 and WasaGroup will move its 
headquarters to the building. WGF III 
real estate development fund, part of 
WasaGroup, is the investor in the pro-
ject and is providing financing for the 
construction. The total value of the de-
velopment is EUR 20 million. WasaGroup 
is also involved in the GreenStar Hotel 
development which consists of a 100 
room hotel to be complete by the end of 
2019 located near the city centre. The 
development has a total value of EUR 
7 — 8 million. Furthermore, the city coun-
cils of Vaasa and Mustasaari, a neigh-
bouring municipality to Vaasa, have rat-
ified the city plan for Laajametsä indus-
trial area. The area consists of plots as 
large as 200 hectares and capable of 
housing large battery factories. The city 
plan totals 750,000 m2 of building right. 

The city’s transaction market was active 
last year. Early in 2018, Swedish Nordika 
Fastigheter AB sold a retail portfolio of 11 
properties, three of which are located in 

Vaasa, seven in Sweden and one in Ro-
vaniemi. All Vaasa properties are locat-
ed in the Kivihaka area, the largest being 
the GW Galleria shopping centre. Other 
properties are occupied by Vepsäläinen 
and Byggmax, among others. The port-
folio was bought by Swiss company Part-
ners Group, and the transaction price for 
the entire portfolio was approximate-
ly EUR 120 million. The Plantagen store 
in Kivihaka changed owners as part of 
a portfolio transaction involving three 
Plantagen stores. Both parties involved 
in the transaction were Norwegian inves-
tors: the seller Oslo Pensjonsforsikring 
and the buyer Radge Eiendom AS. 

The Original Sokos Hotel Royal proper-
ty in the city centre was sold in Septem-
ber to KPO-Kiinteistöt Oy by CapMan 
Hotels RE Ky fund, managed by Cap-
Man. In addition, the city of Vaasa sold 
the office building known as Saunatalo 
at Vöyrinkatu 46 to Samla Toimitilat Ky. 
The building houses the city’s social wel-
fare office, and the city has a five-year 

lease on the premises. The block is un-
dergoing a zoning plan change, which 
would allow additional construction of 
approximately 150 apartments. The new 
residential buildings would be erected 
on the north side of the block instead of 
in the vicinity of the Saunatalo property.

ACTIVE HOUSING CONSTRUCTION 
IN HÄMEENLINNA
The largest of the recently completed 
projects in the city is the Nummi ser-
vice centre, which opened last summer. 
The centre houses a library, a maternity 
and child health care clinic, a school, a 
youth centre and exercise facilities. The 
development phase of the project for 
the new Kanta-Häme Central Hospital 
was launched in spring last year. The fi-
nal ruling on the project will be made at 
the end of this year, allowing construc-
tion to begin next year. The total cost of 
the project is estimated to exceed EUR 
350 million.

The Engelinranta residential area for 
2,600 people is being constructed in 
the city centre by Lake Vanajavesi. Con-
struction of the Asemanranta area has 
also started next to the railway station 
and by Lake Vanajavesi. The first apart-
ment buildings were completed last year. 
A total of 60,000 m2 (GFA) of residen-
tial construction is in the pipeline for 
the area. In addition, NREP has bro-
ken ground on the new Huhtamäki pro-
duction facility in the Käikälä industrial 
park. The building is set to be completed 
in 2019, and Huhtamäki will relocate its 
production in Hämeenlinna to the new 
facility.

Residential properties located in Hä-
meenlinna were included in portfolio 
transactions earlier this year: proper-
ties bought by Kojamo from OP Financial 
Group’s funds and properties bought 
by Morgan Stanley Real Estate Invest-
ing from Kojamo. In addition, a residen-
tial property still under construction in 
Hämeenlinna was bought by Avara As-

HÄMEENLINNA

uinkiinteistörahasto I Ky from construc-
tion company Lehto. The most signifi-
cant office property transaction of the 
first half of last year took place in May, 
involving the 9,000 m2 logistics proper-
ty built in 2012 in the Moreeni area and 
leased by Posti Kiinteistöt Oy. The sell-
er was the AKR Tuotto II fund managed 
by Auratum Kiinteistöt and the buyer a 
fund managed by NREP.

CONSTRUCTION ACTIVITY 
MODERATE IN PORI 
Construction activity in Pori remains 
moderate. The new urban seaside area 
in Karjaranta was developed for the 
2018 Housing Fair, and the new trans-
port hub is being constructed near the 
recently completed Satakunta Universi-
ty of Applied Sciences. New stores were 
completed for household appliance and 
electronics retailer Gigantti and sport-
ing goods retailer XXL at Paanakedon-
katu towards the end of the year. 

The owners of the Puuvilla shopping 
centre, property investment company 
Renor, and Ilmarinen Mutual Pension 
Insurance Company, are planning to ex-
tend the shopping centre by approxi-
mately 6,000 m2. The extension would 
increase the leasable area by approxi-
mately 15 per cent.

Transaction volume in Pori increased in 
2018. The most significant transaction 
of the year took place in downtown Pori, 
where the Terveystalo property at It-
senäisyydenkatu 33 was sold to the spe-
cial investment fund eQ Care. The trans-
action price in this case was EUR 16 mil-
lion, and Terveystalo will stay on as ten-
ant with a 10-year fixed-term lease. In 
addition, a retail property at Paanake-
donkatu 16 — 18, east of the centre, was 
sold in July to special investment fund 
Fennia Toimitilat I by a fund managed by 
NREP. The property spans approximate-
ly 6,400 m2, and Leon Leikkimaa Oy and 
Stadium Outlet AB have long-term leas-
es on it. 
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REAL ESTATE MARKET IN FINLAND: OTHER REGIONS

Investors House has bought a hotel 
property leased to Rauman Hovi Oy 
from Tradeka-kiinteistöt Oy. The trans-
action also included a hotel property lo-
cated in Kotka and leased to Scandic. 
Residential and retail properties sold in 
portfolios were located in Pori. Residen-
tial properties were included in a port-
folio sold by Kojamo to Morgan Stanley 
Real Estate Investing and retail proper-
ties in Trevian Asset Management Oy’s 
Forte portfolio, of which 12 properties 
were sold to Elite Kiinteistökehitysra-
hasto I Ky. 

IDEAPARK TO BOOST SEINÄJOKI
Ideapark retail park, set to be complet-
ed at the end of this year, will change 

the course of the retail property market 
in Seinäjoki and the entire Ostrobothnia 
region. Three quarters of the space has 
already been leased. Ideapark, which re-
placed YIT’s cancelled Lakeuden Ankkuri 
project, will house more than 100 ten-
ants. Late last autumn, a new produc-
tion facility for Finn-Power was complet-
ed in the Roves area. Some 380 employ-
ees work in the new 20,000 m2 complex, 
which makes Finn-Power one of the 
largest employers in the area. 

The most significant property transac-
tion last year took place between PEAB 
and a private individual and involved the 
historic Kalevan navetta building in the 
Itikanmäki area. The property spanning 
5,000 m2 was built in the 1890s and is 

protected. The new pedestrian bridge 
brings the property within walking dis-
tance from the centre, and the new own-
er will continue its development. In addi-
tion, one of twelve retail properties sold 
by Trevian Asset Management Oy from 
the Forte portfolio to Elite Kiinteistö-
kehitysrahasto I Ky was located in Seinä-
joki. 

INCREASING TOURISM BOOSTING 
ROVANIEMI
Tourism in Lapland increased signifi-
cantly last year, which has had an effect 
on construction activity. A zoning plan 
change application is pending, concern-
ing the Lapland Regional State Admin-
istrative Agency’s property owned by 

Senaatti. It would allow construction 
of a hotel and two apartment buildings 
on the site. Pohjolan Osuuspankki bank, 
also located in the centre of Rovanie-
mi, will build a new office at Koskikatu 
12. The ‘old’ part of the property will re-
main while the ‘new’ part is to be demol-
ished. Outside the city centre, the ren-
ovation and extension of Prismakeskus 
retail centre was completed in August 
last year, and the Prisma department 
store gained 1,000 m2 of new space. 

The transaction market in Rovanie-
mi was very active last year, especial-
ly for retail properties. The two larg-
est shopping centres changed owners 
last year. The Revontuli shopping cen-
tre was bought by Agore Kiinteistöt Oy. 

The seller, Barings Real Estate Advis-
ers, also sold the Galleria shopping cen-
tre located in Lappeenranta. The Sam-
pokeskus shopping centre was sold by 
listed company Citycon Oyj to special in-
vestment fund Trevian Suomi Kiinteistöt 
I managed by Trevian. In addition, prop-
erty company Rovaseudun markkina-
kiinteistöt Oy, owned by the city, bought 
three centrally located properties de-
signed by Alvar Aalto from the estate of 
Antti Aho.

LOGISTICS PROPERTIES 
STRONG IN HELSINKI SATELLITE 
MUNICIPALITIES
Helsinki satellite municipalities include 
Hyvinkää, Järvenpää, Kerava, Kirkko-
nummi, Nurmijärvi, Sipoo, Tuusula, Vih ti,  
Mäntsälä and Pornainen. 

The locations of the satellite municipal-
ities along main thoroughfares make 
them attractive options for the con-
struction and development of logistics 
properties. A 27,000 m2 logistics centre 
for Frode Laursen was completed last 
autumn in the Kerca area in Kera va, and 
a nearly 15,000 m2 extension to a logis-
tics centre for Logitri Oy was complet-
ed in Tuusula. This major development 
spanning a total of 31,000 m2 owned by 
funds managed by OP Kiinteistösijoitus 
Oy is worth more than EUR 40 million. 

Grocery retailer Lidl’s new logistics 
centre measuring 60,000 m2 opened 
in Järvenpää in October. It is the third 
of its kind and the company already an-
nounced in the autumn that it would be 
extended further with a 12,500 m2 ad-
ditional storage facility. In Sipoo, SOK’s 
new logistics centre will be extended by 
a further 19,000 m2. 

The Karuselli shopping centre was com-
pleted in Kerava in November. The shop-
ping centre, owned by Ilmarinen Mutual 
Pension Insurance Company, spans ap-
proximately 5,500 m2 and has 26 retail 
spaces. Two apartment buildings will 
also be constructed in the same com-
plex, with 140 rental apartments for Il-
marinen. In Järvenpää, construction 
company Lujatalo was forced to aban-
don the Perhelä project. The block was 
supposed to house 7,000 m2 of retail 

ROVANIEMI

and office space and approximately 500 
rental and owner-occupied apartments.

The most significant property trans-
action in the satellite municipalities in 
the last half of last year was closed to-
wards the end of last summer when Bro-
man Group bought a 19,000 m2 logistics 
centre in Kerava from Kesko. A mod-
ern retail property located at Riffikatu 
1 in the Boogie retail park in Järvenpää 
changed owners when Aktia Toimitila-
kiinteistöt bought it from Callardo Cap-
ital Oy. The property, which compris-
es approximately 3,250 m2 of leasable 
space, was completed last summer and 
has two tenants with long-term leases. 
The special investment fund eQ Finn-
ish Real Estate bought a 4-storey office 
building built in 2000 and located at the 
centre of Järvenpää from Ilmarinen Mu-
tual Pension Insurance Company. The 
3,300 m2 property is occupied by the 
town of Järvenpää and the government 
tax office.
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In the early 1990s, computers started in-
vading not only managers’ large desks 
but those of office workers, too. In ex-
pert organisations where the workforce 
includes knowledge workers, attention 
began to shift increasingly from sur-
roundings to users. Work environment 
research revealed the significance of 
space modification options for user sat-
isfaction. It became clear that openable 
windows, air condition control and an 
outside view were appreciated by users 
and thus became more common in offic-
es as a result.

In the 21st century, work environments 
are changing radically as mobile technol-
ogy has become more common. The con-
cepts of workplace and working hours 
have changed. An increasingly large 
proportion of work can be done on-site 
at client or partner facilities, or even re-
motely, for example from home. New 
virtual work environments were consid-
ered equal to physical and social environ-
ments in work environment research. As 
organisations were no longer limited to 
the office building itself, new ways were 
needed to strengthen the sense of com-
munity. If the work can be done any-
where, what brings employees together?

NEEDS OF THE ORGANISATION 
AND THE EMPLOYEES AS  
A STARTING POINT
Even though technology has reduced 
space requirements, digitalisation em-
phasises the significance of space. Today, 
work environment design takes the dif-
ferent needs of the organisation and its 
employees as a starting point. An activi-
ty-based solution or office consists of dif-
ferent space zones and types, and sup-
ports the various tasks in the best possi-
ble way. The space concept must be flex-
ible and adaptable to meet the various 
and rapidly changing needs of knowledge 
workers, but a well-implemented activi-
ty-based solution translates to employee 
satisfaction, productivity and a sense of 
community.

In addition to activity-based offices, a 
way of thinking emerged in the 2010s 
that envisaged work environments as a 
part of other space sectors and the city 
structure. One example of this is cowork-
ing spaces, in which independent parties, 

be they self-employed or employees of 
large corporations, work independent-
ly while enjoying the network, services 
and interaction offered by the cowork-
ing community. The number of these 
spaces has increased rapidly in the past 
10 years in Finland and the whole world. 
For startups and growth companies, they 
offer not only spaces and related servic-
es but also membership in a communi-
ty of which a small company in its own 
office could only dream about. Among 
established companies, the intensifying 
competition over innovations explains 
the popularity of coworking spaces. Ac-
cording to the principles of open innova-
tion, companies should utilise both inter-
nal and external ideas in order to suc-
ceed. While the activity-based solution 
encourages employees to meet face to 
face and spread ideas within a company, 
being part of a community in a cowork-
ing space opens the company up to new 
ideas and partners.

The increased popularity of coworking 
spaces among users has also led to an 
increase in the interest of large prop-
erty investors and funds towards them. 
The most famous example of the enor-
mous growth of coworking spaces and 
communities is the American company 
WeWork, whose first site was opened in 
SoHo, New York, in 2010. In 2014, We-
Work was considered to be the fastest-

growing office space lessor in New York. 
The current value of the company is es-
timated to exceed USD 40 billion and it 
operates in more than 20 countries with 
more than 100,000 members. WeWork 
has yet to conquer Finland, though. Here, 
coworking spaces and concepts have 
been launched by Sponda, Technopolis, 
the City of Helsinki and numerous oth-
er operators. Helsinki is also the home 
of Startup Sauna, managed by the Slush 
background organisation.

The development of work environments 
goes hand in hand with the development 
of company values. While in the 1980s 
and 1990s a company’s success was 
measured in grand entrances, reception 
areas and impressive art collections, as 
we head towards the 2020s, success is 
revealed in a company’s ability to rein-
vent itself, to innovate and to succeed 
in employee satisfaction surveys. This 
change has brought employees and their 
wellbeing into the centre of work envi-
ronment development. The next trend 
to change the nature of work in addition 
to the sharing economy and communal 
work environments will most likely be the 
appreciation of focus instead of constant 
availability. Only time will tell how this 
will change work environments: will the 
ability to focus be supported once again 
through private offices?

FROM CUBICLES  
TO COMMUNAL 
COWORKING SPACES

Offices have changed dramatically 
over the past three decades. In the 
late 1980s, offices were dominat-
ed by huge desks, massive filing 
cabinets, large monitors, landline 
phones and private offices. Today, 
a designated workstation, not to 
mention a private office, is a rar-
ity. The efficiency of space use has 
increased significantly. What has 
brought on this change and what 
are the next trends in the develop-
ment of work environments?

Offices are a reflection of the atti-
tudes towards the nature of work 
at any given time. In past decades, 
the development of work environ-
ments has been entwined with ad-
vances in information technology 
and the emergence of knowledge 
workers. In the 1980s, office build-
ings were grand monuments that 
symbolised the company’s wealth 
and success. Investments in fa-
çades, materials and state-of-the-
art HVAC solutions were also tak-
en for granted. Personal comput-
ers were becoming more common, 
but technology had yet to chal-
lenge the hierarchy as the leading 
feature in office design.

Even though technology has reduced space 
requirements, digitalisation emphasises the 
significance of space. Today, work environment 
design takes the different needs of the 
organisation and its employees as a starting point.
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Newsec has offered tenant represen-
tation services since the beginning of 
the 21st century, but in recent years 
awareness and use of such services 
have really started to spread through-
out the market. As part of Newsec’s 
tenant representation service, six 
professionals carry out 15 — 20 pro-
jects each year. As with our other 
services, tenant representation has 
been elevated by the wings of digital 
advancements, resulting in our new 
Newsec Tenrep tool, will be launched 
in early spring this year.

While the traditional role of the leas-
ing agent has been to bring together 
the lessor and the tenant, tenant rep-
resentation takes the process further. 
The representative acts as partner for 
the tenant throughout the process, en-
suring that the tenant’s interests are 
looked after. This ensures that the ten-
ant has an equal role in negotiations 
with a professional property owner and 
that they find a property that meets 
their specific needs. 

The tenant representation service is 
based on the idea that the representa-
tive is loyal to the tenant and strives to 
promote their interests. The fee is col-
lected from the tenant and is often cal-
culated in relation to savings gained. 
Therefore, the representative cannot 
also work for the lessor and receive a 
fee from them because that would cre-
ate a conflict of interest.

INDEPENDENT MARKET 
INFORMATION AND PROMOTING 
THE TENANT’S INTERESTS
Tenant representation services were in-
troduced as early as the 1980s in the 
US, where tenants needed independ-
ent market information and wished to 
promote their interests in the market. 
Companies do not accumulate their 
own expertise regarding changing of-

fice premises and the market because 
they change locations fairly rarely. Ten-
ant representation services were intro-
duced in Finland to meet the needs of 
international companies at the turn of 
the millennium. 

Newsec’s first tenant representation cli-
ents were in fact international compa-
nies. The service advanced and expand-
ed fairly slowly in Finland at the begin-
ning of the 21st century and was not 
well known either within or outside the 
industry. Towards the end of the 2010s, 
tenant representation services have be-
come increasingly common, and large 
corporations in particular tend to turn 
to experts when looking for new prem-
ises. However, we are still far from the 
figures of the US where, according to 
research, 98 per cent of leases are en-
tered into using tenant representation 
services.

Tenant representation is usually offered 
when a company is starting up or re-
locating. The stages of the tenant rep-
resentation process mostly follow the 
stages of the space search. 

1. Identifying and analysing tenant 
needs 

2. Market survey 

3. Comparing and visiting properties 

4. Call for offers and their comparison 

5. Lease negotiations 

In 2017, Newsec commissioned a mas-
ter’s thesis to analyse the development 
of the tenant representation service. 
According to the research, which was 
based on interviews, the prerequisite for 
tenant representation becoming more 
common is that the process is effort-
less for the lessor. Timely and extensive 
market surveys always rely on active 
responses from lessors to space enquir-
ies. If posting properties is time-con-

suming and if the process is not trans-
parent, potential properties will remain 
unposted and the lessors’ perception of 
the benefits of taking part in the calls 
for offers will suffer.

Based on the research, we set three 
goals for the development of Newsec’s 
tenant representation services: 

1. To reduce the time used by lessors 
in space search

2. To increase the transparency of 
space searches to lessors

3. To improve the quality of tenant 
representation services for tenants.

In 2018, we developed Newsec Ten-
rep, a digital tool which will largely re-
place the previous practice of reply-
ing to email enquiries and which meets 
all three goals. Newsec Tenrep reduc-
es the time spent responding to space 
searches by allowing data related to of-
fered spaces to be saved and then used 
in subsequent searches with just a cou-
ple of clicks. Lessors can use the ser-
vice to check, in real time, the process 
of the searches to which they have post-
ed their spaces, which adds to the trans-
parency of the process. By making the 
tenant representation process as good 
as it can be for the lessor, we can im-
prove the service offered to our clients, 
for example in the form of more com-
prehensive market outlooks. The New-
sec Tenrep tool will be launched in early 
spring this year and is being constantly 
developed based on the feedback from 
lessors, tenant representatives and ten-
ants.

TENANT REPRESENTATION 
ON THE RISE IN FINLAND 
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The tenant representation service is based on the 
idea that the representative is loyal to the tenant 
and strives to promote their interests. 

NEEDS 
ASSESSMENT
Assessing and 
defining the 
criteria for 
future space 
solutions.

CALL FOR OFFERS
Newsec drafts calls 
for offer for chosen 
properties, analyses 
the received offers 
and presents them to 
the customer.

SEARCH FOR 
PREMISES
Newsec contacts 
various property 
providers.

LEASE 
NEGOTIATIONS
2 — 3 properties 
are usually chosen 
for negotiations. 
Newsec leads 
negotiations on 
behalf of the 
customer.

ANALYSIS
Assessment 
results are 
analysed and 
presented to 
the customer.

SITE VISITS
Newsec will 
coordinate site 
visits to 3 – 5 of the 
most promising 
premises.

OCCUPANCY
The property 
is occupied in 
accordance with the 
lease agreement and 
the previous property 
is checked to be in 
agreed condition for 
handover.

LENGTH OF THE PROCESS IS AROUND 2 – 6 MONTHS
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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 Proper-
ty Asset Management. Newsec was founded in 1994 and is today a partner-owned 
company with some 1,750 co-workers spread across the seven Nordic and Baltic 
countries. Approximately 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! 
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