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Briefing note
Lettings market maintains 
momentum Q2 2018

Savills World Research 
Offices Ile-de-France

SUMMARY
As was the case at the start of the year, the market continues to bode well

■ Take-up in Ile-de-France reached 
1,332,690 sq m in H1 2018, (up +15% 
y-o-y) – the highest figure for a decade.

■ Activity remained upbeat in Q2, 
despite a slight drop of -6% compared 
to Q1 (688,553 sq m were let, 
644,134 sq m in Q2).

■ An upward trend in activity was 
observed across all floorspace 
categories in H1 2018: +4% for small 
lettings and +10% for medium-sized 
spaces. Large lettings are driving the 
market (up by +28%).

■ In contrast, immediate supply in 
Ile-de-France fell by -12% y-o-y, and 
is estimated to have ended Q2 2018 
at 3,055,000 sq m. As a result, the 
vacancy rate dropped below the 6% 
mark, to 5.6%. This downward trend 
in immediate supply is now apparent 
across all Ile-de-France markets.

■ The rise in take-up and lack of 
immediate supply has meant that 
rental values have increased in the 
central business districts.

“There continues to be ever 
less new-build supply... 
Occupiers need to be aware of 
the time they take deliberating, 
particularly in sought-after 
sectors. ” Bertrand Renaudeau d'Arc, 
Head of Agency - Savills France
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Sound economic 
fundamentals
The French economic recovery is 
treading water. GDP grew at the 
same rate in Q2 2018 as in Q1, up 
0.2% - insufficient to maintain the 
government's 2% target growth for the 
year. Analysts are now only predicting 
1.8% GDP growth in 2018, after the 
2017 peak of 2.3%. 

This slowdown is primarily linked to 
economic factors, as well as a lack of 
consumer predictability. The principal 
cause of the slowdown is lacklustre 
household spending (-0.3% in Q2). On 
the other hand, the financial situation 
of French businesses has improved 
considerably. With healthier balance 
sheets and restored cash-flow, French 
businesses are better equipped to 
manage current uncertainties and 
commit to new developments. Figures 
show that business investment sharply 
increased in Q2 2018 (up +0.7% after 
+0.1% in Q1). Buoyed by a business 
friendly environment, the business 
climate remained stable at 106 points 
in June 2018, a higher level than the 
long term average.

The current blip is therefore notable 
but should only be temporary, as 
economic fundamentals are positive. 
French GDP should return to more 
rapid growth in H2 2018, to reach 
a cruising speed of around +0.4% 
per quarter. Such a pattern would 
allow the French economy to add 
180-200,000 jobs per year, creating 
conditions for unemployment to 
fall. The unemployment rate could 
therefore drop to 8.2% by the end 
of 2020, and consequently stimulate 
an increase in purchasing power and 
consumer spending.

Take-up: highest level 
for a decade
Take-up in Ile-de-France reached 
1,332,690 sq m in H1 2018, the third 
consecutive year of growth (+15% 
y-o-y), and the highest lettings volume 
for a decade. Activity remained 
upbeat in Q2, despite a slight drop of 
-6% compared to Q1 (688,553 sq m 
were let, 644,134 sq m in Q2). In H1 
2018 this upward trend in activity 
was observed across all floorspace 
categories: +4% for small lettings 
and +10% for medium-sized spaces. 
However, the real market drivers were 
large lettings, up +28%. There has 

been a phenomenal amount of activity 
in large lettings, both in volume and 
in number - 28 were recorded in H1 
2017, compared to 41 in H1 2018. It 
is also worth noting that Q1 2017 was 
boosted by the Natixis letting in the 
Tours Duo (90,000 sq m), which had 
a major impact on take-up figures for 
space exceeding 5,000 sq m.

The upward trend in the market 
is evident across all Ile-de-France 
sectors, including La Defense, which, 
thanks to a positive Q2, has almost 
managed to make up for the slower 
start to the year. The market has 
almost matched H1 2017 performance 
(-5%), with 73,350 sq m let. This 
improvement in the La Defense market 
has largely been achieved through 
medium-sized lettings (+40% y-o-y), 
their growth has compensated for the 
fall in large lettings (-35%).

In central Paris, take-up was up by 
7% in H1 2018, with particularly strong 
activity in the small and medium-
sized space bracket (+10% and +8% 
respectively). All Parisian districts are 
trending upwards, with the exception 
of Paris 12-13 districts, down -27% 
(although this drop is relative, as it is 
calculated on an average inflated by 
the Tours Duo letting); and Paris 18-
19-20 districts, down -34% (there were 
no large lettings to boost an already 
lacklustre market). In the ever popular 
CBD, take-up was up 10% in H1 2018, 

despite there being ever less available 
supply.

In the Western Crescent, although 
the picture is more mixed, overall 
take-up also rose (+29%). The Peri-
Defense sub-sector extended its good 
performance registered in Q1 and is 
still leading the way by far, boosted by 
the Vinci (63,000 sq m) and Technip 
(48,500 sq m) signings in Nanterre.

Lettings activity in the Inner and Outer 
Suburbs was also upbeat (+5% and 
+49% respectively). Eight lettings 
exceeding 5,000 sq m were signed in 
the Inner Suburb, six of which were 
in the South. Two large lettings were 
signed in Montrouge - the French Red 
Cross in the Ipso Facto building, and 
Chronopost in Magnetik (14,000 sq m 
each). The Outer Suburb has also 
seen an increase - its market has 
been boosted by large lettings too: the 
Akka Technologie company signed 
for almost 9,700 sq m in Guyancourt 
and more than 18,000 sq m in 
Rocquencourt.

Vacancy rate in Ile-de-
France drops below 6%
Following an increase in the 
number of transactions over several 
quarters, immediate supply in Ile-
de-France fell by -12% y-o-y, and is 
estimated to have ended Q2 2018 
at 3,055,000 sq m. As a result, the 
vacancy rate dropped below the 6% 
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GRAPH 1

Take-up by floorspace category and sector: 
Widespread upward trend, even La Defense has almost 
managed to make up for the slow start in Q1

Source: Savills, Immostat
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mark, to 5.6%. This downward trend 
in immediate supply is now evident 
across all Ile-de-France markets. 

In Paris, there continues to be ever 
less available vacant space (-21%), 
particularly in the CBD, where the 
vacancy rate posted a new record low 
(2.1%), and immediate supply stood at 
142,000 sq m at end-Q2, down -28% 
y-o-y. Availability is also decreasing in 
La Defense, where immediate supply 
is estimated to have ended Q2 2018 
at 178,000 sq m, down -37% y-o-y. 
Grade A space is increasingly rare 
(barely 6% of immediate supply – 
10,000 sq m). 

In the Western Crescent, immediate 
supply is down 7%. This downward 
trend is widespread across all 
sub-sectors, with the exception of 
the South End. With 387,000 sq m 
available, of which 23% are Grade A, 
Peri Defense boasts the most available 
space in the Western Crescent (14%), 
and now more than ever, is playing an 
important role as a reserve of quality 
offices near La Defense.

In the Inner and Outer Suburbs, supply 
continues to gradually decline, down 
-6% and -10% respectively. Given 
their past track-record, vacancy rates 
for these sectors are relatively low. 

The main consequence of waning 
immediate supply in Ile-de-France, 
particularly in the business districts, 
is a sharp increase in pre-lets. As 
availability is insufficient to meet 
requirements of occupiers looking for 
large offices, businesses are being 

forced to turn to future supply, in the 
short, medium or long term. Around 
472,200 sqm of new offices are 
expected by the end of 2018 in Ile-de-
France, of which 12% are in the CBD 
and 14% in La Defense. 236,800 sq m 
have already been let – almost half. 
The pre-let rate has reached 44% in La 
Defense, 55% in central Paris and up 
to 85% in the CBD! 

This level is exceptionally high, 
particularly as the pre-let phenomenon 
was traditionally limited to emerging or 
peripheral markets. The predominant 
model in the CBD was usually one 
of rapid lettings of buildings after 
their completion. The fact that most 
development completions expected 
by the end of 2018 in the CBD have 

already been let, demonstrates 
companies' interest in this sector, 
despite the lack of immediate supply.

Increase in rental values 
in most sought-after 
locations
Against this backdrop of rising take-up 
and a lack of immediate supply, rental 
values in Ile-de-France are trending 
upwards, with several locations seeing 
rents spike considerably.

In Paris, increases in average rents 
were widespread across both new-
builds and existing properties and 
across all districts. For example, the 
average rent for new-builds in the CBD 
reached €704 per sqm/year, up 7% 
y-o-y. 

TABLE 1

Ile-de-France markets Immostat real estate indicators and trends

Source: Savills, Immostat

Take up 
(sq m)

Immediate supply 
(sq m)

Vacancy rate
(%)

Average new rent 
(€/sq m/year

 H1 2018
Annual 
change

Q2 2018
Annual 
change

Q2 2018
Annual 
trend

Q2 2018
Annual 
trend

Paris CBD 220,795 10% 142,000 -28% 2.1% 704

Paris 548,940 7% 409,000 -21% 2.4% 582

La Defense 73,338 -5% 178,000 -37% 5% 487

Western Crescent 381,852 29% 842,000 -7% 11.9% 358

Inner Suburb 175,271 5% 622,000 -6% 8% 326

Outer Suburb 153,286 49% 1,004,000 -10% 5.4% 212
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Immediate supply: Set to continue to wane across all Ile-
de-France markets

Source: Savills, Immostat
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In La Defense, rental increases have 
been most notable in the new-build 
market. In Q2 2018, the average rent 
for new-builds reached €487 per sqm/
year, up 9% y-o-y. Over the same 
period, the average rent for existing 
properties remained unchanged at 
€417 per sqm/year. 

In the Western Crescent, the increase 
was particularly notable in the Neuilly-
Levallois and Peri-Defense sectors, 

where average rent for new-builds 
jumped by +11% (€490 per sqm/
year) and +30% (€344 per sqm/year) 
respectively. 

In the Inner Suburb, rents are also 
rising, for both new-build and existing 
supply. The highest increase is on the 
existing property market in the South 
Inner Suburb, where rents grew by 
36% on average. ■

OUTLOOK

■ Letting volumes recorded in H1 2018 bode well 
for the rest of the year. Buoyed by positive economic 
forecasts, particularly in terms of new business 
registrations, demand for office space is expected 
to rise rather than fall. 2017 take-up figures (around 
2,600,000 sqm) should be matched without difficulty, 
and may even be exceeded.

■ Taking into account the risk of including a particular 
letting in transaction volumes, co-working companies 
became key players in the office market in H1 2018. 
Leases of large spaces, whether confirmed or under 
negotiation, are trending upwards in Paris and the 
most popular business districts. Shared workspaces 
are attracting more and more businesses, not only 
startups, who view them as a flexible solution to their 
real estate needs. This trend is a major shift in the 
lettings market.

■ The main handicap weighing on take-up is the 
lack of immediate supply, and the subsequent low 
vacancy rates in the business districts. Nevertheless, 
a large volume of new-build stock – comprising 
around 240,000 sqm of available space – is expected 
by the end of the year, particularly in La Defense 
and Paris. Development completions should start to 
pick up pace between 2019 and 2020, mainly in the 
Western Crescent and the Inner Suburb..

MAP 1

Average rents for new-builds: Trending upwards in 
sought-after sectors

Source: Savills, Immostat 
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