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Warehouse and industrial market in Poland

European markets
in 2021

The demand for warehouse and
industrial space has increased
significantly since the onset of the
pandemic. In Poland we have
observed another record
breaking level of over 7.35 million
sg m of space let, while the
European take-up reached 40
million sg m in 2021 - a remarkable
increase of 40% compared with
5-year average. Germany with 8.6
million sg m of space let, Poland,
the Netherlands (6.9 million sg m)
and the UK (5.1 million sg m)
drove leasing activity, whereas
Romania, France and Spain
performed the strongest above
their 5-year averages (all
countries +60%).

Availability of space is shrinking

- across European markets
vacancy rates fell from 5.1% to
3.5% during 2021 with record low
levels observed in Poland (3.7%),
the Netherlands (3.3%), the UK
(2.9%), Czechia (1.7%) and Dublin
(1.1%).

In a number of European markets
we have observed strong levels of
new supply in 2021: Dutch
logistics stock increasing by 10%,
Madrid by +9%, the UK by +6%
and Poland by +15%. In Poland,
approximately 4.65 million sgm
of new development is in the
pipeline, although 54% of this is
already pre-let, whilst in Madrid,
approximately 1.2 million sg m of
new development is scheduled
for delivery in 2022.

Limited availability of space has
applied upwards pressure on
prime rents, rising by 5% yoy, in
London rents grew by 25%. Rents
in Poland were stable, but some
upward movement is expected
due to rising cost of land and
development.
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Katarzyna Pys-Fabianczyk
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Key data
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23.8 million sq m
Supply of modern
warehouse & industrial
space in Poland

3.1 million sqm
New supply
(up by 56% y-0-y)

4.65 million sqm
Under construction
(up by 131% y-0-y)

3.7%
Vacancy rate
(down by 280 bpp y-0-y)
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7.35 million sqm
Gross take-up
(up by 41% y-o0-y)

5.63 million sqm
Net take-up
(up by 57% y-o-y)

2021 an outstanding year

Records were broken once again

Economic brief

Preliminary estimate for Q4
2021 show a GDP growth in
Poland at 7.7% year-on-year,
higher than in the majority of
European countries (average
growth in EU at 4.8% and in
euro area at 4.6%, flash estimate
published by Eurostat).

Economic growth in 2021
is expected to reach 5.1% and
further growth of 4.5% in 2022 is
anticipated. The rate of growth
both in the Eurozone and EU in
2021 and 2022 is projected at 5.1%
and 4.4% respectively (Oxford
Economics, December 2021).

Industrial production in
December 2021 was up by 1.6%
in euro area and by 2.5% in the
EU, which was significantly lower
than the change observed in
Poland at 14.1%.

Retail sales (at constant prices)
in December 2021 was higher by
8% compared with the previous
year. In 2021 retail sales grew by
8.1% y-o-y. The highest increase
of retail sales in that period was
recorded in two categories of
products: textiles, clothing and

footwear (up by 32% y-o-y) and
motor vehicles, motorcycles etc.
(up by 10.7%).

E-commerce is the fastest
growing segment of the retail
market both in Europe and North
America according to Centre for
Retail Research. CRR list Poland
among countries with the fastest
growing online market share.
Between January and December
2021 the share averaged at slightly
over 9%. In January 2022 the
share of sales via internet stood
at 11.1%.

Supply

The supply of warehouse and
industrial space across Poland is
approaching the 24 million sqm
mark fast. With close to 3.1 million
sqm of new space added to the
market during 2021 supply of
modern space amounted to over
23.8 million sq m, an increase by
15% when compared with 2020.
The volume of new supply is one
of a few records broken in 2021
in the market.

In the top 5 markets: Warsaw,
Upper Silesia, Central Poland,

Wroclaw and Poznan close to 77%
of all space is concentrated. The
smallest of the above, Poznan,
(2.54 million sq m), offers over two
times more warehouse space than
the Tricity and Western Poland,
which are the only markets outside
of the top 5 where supply of space
is higher than 1 million sq m.

The highest volume of new
supply was recorded in the Upper
Silesia (618,100 sq m) and Western
Poland (420,800 sq m). Also in
Warsaw (both zones) new supply
exceeded the 400,000 sqm
threshold. The largest projects
completed in 2021 were: a BTS for
Amazon in Swiebodzin by Amazon
(203,500 sq m); Hillwood Rokitno
(112,500 sq m); GLP Ledziny
Logistics Centre (111,500 sq m)
and a BTS for DHL by Panattoni in
Poznan (107,900 sq m).

Developers’ activity

Taking into account developers
activity at 4.65 million sq m, new
supply in 2022 will break last
year’s volume of new supply. The
level of space being developed
speculatively remained rather
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Focus on logistics

The logistics operator market
changed significantly in 2021.
Problems on the semiconductor
market and hence a decrease in
cars production, negatively
affected the revenues of logistics
companies dependent on this
industry. Operators providing
services on the e-commerce
market had a completely different
problem to solve. Here, annual
revenue increases of 20% YOY
were nothing unusual. The
challenge was to find from several
hundred to several thousand
employees to work in the new
location.

The development of the industry is
determined by the transfer of
logistics operations from Western
Europe.

Along with the increase in volume,
operators feel a lot of pressure to
reduce their margin to a few
percent in the most common
forms of contract, which is the
open-book contract. This leads to
a search for profits in other areas,
e.g. related to the construction of
the warehouse and its subsequent
commercialization.

In 2021, we witnessed several
significant merge and acquisitions.
Both CMA CGM (takeover of
Ingram Micro’s Commerce &
Lifecycle Services and merger with
CEVA Logistics) and DSV
(takeover by the Solution division
of Prime Caro and incorporation of
Panalpina into the structures)
strengthened their competences in
e-commerce.

Everything indicates that this trend
will be continued, especially by
companies that have increased
their profits many times during the
pandemic (sea and air transport).
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Adam Majchrzak
Director, Industrial Services Hub

46%

Vacancy rate in under
construction projects

low (ca. 46% of total space under
construction). Out of 131 under
construction projects 44 are

fully let and the remaining 87
developments are 32% pre-let.
Hubs with the highest volumes of
space under construction were:
Central Poland (848,400 m?) and
Upper Silesia (701,900 m?).

The largest projects currently
being constructed include:
Panattoni Park Zgierz (154,500
sqm), Panattoni Park Pabianice
(118,000 sq m), Hillwood Bydgoszcz
(104,400 sq m) and MLP Poznan
West (102,100 sqm).

Availability of space

The vacancy rate fell from 6.5%
recorded at the end of 2020 to
only 3.7% in Q4’21 - the lowest rate
ever recorded. The rate means
that 877,300 sq m was available at
the end of December. The highest
vacancy rate was observed in
Upper Silesia (7.8%), which was
the only hub with a vacancy rate
of above 5%. The lowest rates of
below 1% were observed in Krakow
(0.3%) and Szczecin (0.9%)

Demand

Share of net take-up

Letting activity broke another
record. 7.35 million sq m of which
close 34% was finalised in the last
quarter of the year. The annual
result is over 41% higher than the
one recorded in 2020 and 78%
higher than in 2019.

72% of gross take-up was
observed in the top 5 markets, with
Warsaw, Upper Silesia and Poznan
being the three markets with gross
take-up of above 1 million sq m.

Net take-up (excluding
lease renegotiations) reached
5.63 million sq m, 63% higher
than a year ago.

Th annual level of net
absorption summed to 3.57 million
sq m, which is 84% higher than in
2020.

Rents

Headline rents remained
stable ranging between EUR
2.70/sq m/month and EUR
4.40 per sq m/month for large
units and up to EUR 5.50 sq m/
month for small business units.
Effective rents range between
EUR 2.00 sq m/month and EUR
3.30 sq m/month for BIG BOX

Stock, under construction and vacancy, 2021
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units and up to EUR 4.60 sq m/
month for SBU.

The rents for highly improved
assets (e.g. production
facilities) or BTS schemes
achieve significantly higher
levels. However, it is strongly
dependent on the level of
improvements applied. There
is no upper limit of rents
for production facilities, as
it is directly dependent on
the level of specification for
the individual scheme. The
higher level of specification
of equipment and technology
applied (higher construction
costs), the higher rent paid by
tenants.

Rental rates for highly
specialized units, e.g. distribution
hubs for large logistic
operators, cross-dock facilities
comprising additional parking
and manoeuvring areas and
additional entrance gates, may
achieve significantly higher rents.
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Capital market

The investment volume on
the Polish commercial property
market is estimated to have
reached close to EUR 5.4 billion in
2020, which is a decrease by 32%
down compared with 2019 results.
It was the third highest volume
of investment transactions in
Poland. The volume recorded in
2021 is estimated at EUR 5.82
billion - ca. 8% higher than in the
previous year and 26% lower than
in 2019.

Investors activity in 2021 in
terms of sectors breakdown

Investment volume

mmm Offices  mmm Retail
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51%

proves the shift toward
warehouses with close to EUR 3
billion of investment volume.

The volume was almost equally
distributed between portfolio
transactions and single asset
investments (51% vs. 49%).

Prime yields for multi-tenant
projects are estimated at 4.25%+
depending on the location,
tenants profile and lease lengths.
The record low yield for multi-
tenant development was achieved
arecent sale of A2 Warsaw Park
located in Grodzisk Mazowiecki
in Warsaw zone II - the project

4.25%

of 106,500 sq m was acquired by
Savills Investment Management
for EUR 113 million at a reported
yield of 4.4%.

Prime yields for projects let
single tenant in a long-term lease
(10+ years) to non-e-commerce
related tenants are estimated also
at 4.10%. Distribution centres
of leading companies from
the e-commerce are traded at
4.00%, but a small compression
is expected over the next few
quarters. sector are traded at
around 4.00%.
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prime yields for multi-tenant projects

4.10%

prime yields for single tenant projects

share of industrial sector in total

investment volume

4.00%

prime yields for e-commerce distribution centres

Investment market -
European perspective

In all European countries, the
growth of online sales has
accelerated during the
pandemic, inflicting a sharp rise
in occupier and investor demand.

European warehouse and
industrial investment reached
arecord EUR 62 billion in 2021,

a 79% increase on the five year
average. The UK with EUR 19.5
billion or 31% of activity marked
arecord year. Germany (EUR 8.6
billion), France (EUR 6.5 billion)
and Sweden (EUR 5.8 billion) and
the Netherlands (EUR 5.7 billion)
also recorded strong levels of
activity. In Poland the sector
accounted for 51% of total
investment volume reaching
close to EUR 3 billion.

High investors activity in the
industrial sector compressed
average prime yields by 27bps to
4.20% over the last 6 months.
Prime yields in Belgium, Czech
Republic, the Netherlands,
France, Ireland, Italy and Sweden
moved in 25 bps, whilst Portugal,
Spain and Finland hardened by
50bps each. Romania and the UK
were the only markets to remain
stable. In Poland yields moved by
100bps to 4.25% for multi-let
projects and by 65bps to 4.10%
for single-let projects in the same
period.

The warehouse and industrial
sector will attract a bulk of capital
as speculative development,
especially in Poland, remains
rather low with BTS and (partly)
pre-let projects. Out of 131 under
construction projects 44 are fully
let and another 56 are 53%
pre-let (on average).

John Palmer
Head of Industrial Investment
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