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SUMMARY
A record strong first quarter indicates a continued high demand for properties

  The first quarter of 2016 finished 
extremely strong with an investment 
turnover of SEK 35bn; an all-time high 
investment volume, for a first quarter.

  Sweden is characterized by a strong 
expansionary monetary policy and the 
Swedish economy is expected to remain 
strong throughout 2016.

   Interest for assets in the industrial 
and warehouse sector has increased 
significantly during the past years and 
represented 19% of the total transaction 
volume during the first quarter of 2016.

  The historically low yields across all 
property sectors are expected to remain 
stable and the demand is likely to remain 
high.

  The increased appetite for property 
lending among banks has led to a 
competitive climate among lenders, 
which in turn has led to more favourable 
terms for property owners. 

  The activity from international investors 
has increased rapidly over the past two 
years and the market share has continued 
to grow in Q1 2016.

“Recent repo rate cuts by 
the Bank of Sweden will be 
favourable for the property 
sector as the costs for financing 
will remain at historically low 
levels.” Peter Wiman, Head of 
Research Savills Sweden
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GRAPH 1

Investment volumes Exceptionally strong first 
quarter of 2016

GRAPH 2

Number of deals Modest start in 2016 following 
a record high transaction pace in 2015
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Economic background
Sweden is characterized by a strong 
expansionary monetary policy despite 
a stable economic development in 
2014 and 2015. The Swedish economy 
grew by 4.1% in 2015, which is more 
than most forecasters expected 
and ever since the financial crisis 
in 2008 Sweden has outperformed 
most mature economies in Europe. 
The growth is mainly driven by an 
increased domestic consumption, 
increased investments in residential 
development schemes and effects of 
the current migration flow, which has 
increased government spending. The 
growth is expected to remain strong 
and forward looking indices, such as 
ESI and PMI, indicate a growth of the 
economy. The National Institute of 
Economic Research estimates that the 
GDP will grow by 3.8% in 2016 and 
2.3% in 2017.

The Bank of Sweden remains 
concerned about not reaching the 
long-term inflation target of 2%, and 
despite the strong economic growth 
the Bank of Sweden recently cut the 
repo rate by 15 basis points to -0.50% 
and increased the QE programme. 
Most forecasters expect the lending 
rate to remain at low levels throughout 
the year and a first hike is expected to 
occur in mid-2017. 

Other macroeconomic figures are 
also moving in a positive direction: 
bankruptcy rates are decreasing, the 
unemployment rate is decreasing and 
the employed workforce is growing. 
Although households’ savings ratio has 
increased to historically high levels, 

the consumption is increasing and the 
ratio is predicted to decrease in 2016 
and 2017.

Investment activity
The total investment volume for 2015 
amounted to SEK 154bn which is 
slightly weaker than 2014 but still 
comparable with the strong years 
prior to the financial crisis in 2008. The 
number of transactions carried through 
was also record high with more than 
640 transactions made in 2015, 11% 
more than in 2014.

The first quarter of 2016 finished 
extremely well with an all-time high 
investment volume amounting to 
SEK 35bn which is 39% higher than 
Q1 2015 and 11% higher than the 
previous Q1 record in 2007. 

The number of transactions decreased 
during the first quarter of 2016 and a 
total number of 111 transactions were 
made, which is a decrease of 20% 
compared to Q1 2015. Due to the 
lower number of transactions and high 
transaction volume the average deal 
size amounted to SEK 315mn, 25% 
higher than the 10-year average deal 
size. 

The portfolio transaction volume during 
the first quarter amounted to SEK 
22bn, an increase of 107% compared 
to Q1 2015, and accounted for 64% of 
the total transaction volume.

The office market saw the largest 
amount of activity during the first 
quarter of 2016 and represented 
24% of the transaction volume. The 

“The interest for property investments 
across all sectors is very strong and 2015 
could have been a record year in terms 
of volume if more property owners were 
interested in selling.” Peter Wiman, Head of 
Research Savills Sweden

residential sector, closely followed by 
the industrial and warehouse sector, 
were the second and third largest 
sectors representing 20% and 19% 
respectively of the total transaction 
volume.

Cross-border investment has 
increased continuously since 2009 
and foreign investors accounted for 
21% of the total transaction volume in 
2015.  The share of foreign investors 
has continued to increase in 2016 and 
reached 24% in the first quarter.

Yields
The high investment volume indicates 
that the market is still extremely well 
supplied with equity and an excellent 
availability of bank financing combined 
with a lack of alternative investments.  
With a volatile global stock market and 
bond yields at low levels, domestic 
investors have increased their 
exposure towards the property sector 
chasing higher returns. The favorable 
market situation has led to a highly 
competitive market where the demand 
by far surpasses the supply and 
the lack of prime assets has forced 
investors to consider secondary assets 
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Breakdown per location Stockholm's market share has 
declined due to a lower supply
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GRAPH 4

Breakdown per asset Storage/industrial 
accounted for a significant proportion in 
Q1 2016
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or other sub-sectors. The high demand 
for prime assets in the property sector 
combined with a low supply has led 
to a yield compression and historically 
low yields in most sectors and 
geographical markets.

Outlook for the 
remainder of 2016 and 
2017
Sweden’s current strong 
macroeconomic environment is 
expected to remain strong in 2016 
with a strong GDP growth and falling 
unemployment rates. The main drivers 
of the economy in the short run will 
be private and public consumption 
and rising investment into residential 
developments. Quantitative Easing 
measures and repo rate cuts are 
contributing to this trend, as low 
interest rates fuel the consumption and 
increases investments into residential 
developments.  A weaker SEK will 
also boost exports and contribute 
to the economic growth.  However, 
Sweden is facing challenges with a 
fast increasing population, polarization 
in the job market and a dysfunctional 
housing market. The GDP is expected 
to weaken in 2017 and 2018 due to 
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GDP growth & forecast Sweden has outperformed most 
mature economies in Europe
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Breakdown per origin of investor Foreign investor 
activity has grown rapidly in 2014 and 2015
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Industrial & 
Warehouse
Increased interest in the sector

The industrial and warehouse sector has grown 
rapidly since 2009 in terms of transaction volume 
and market share. In 2015, the transaction volume 
amounted to approximately SEK 20.5bn, equivalent 
to 13% of the total Swedish transaction volume. This 
is a growth of SEK 1.9bn or 10% compared to 2014 
and SEK 7.3bn or 56% compared to 2013. During 
the first quarter of 2016 the investment volume in the 
sector amounted to SEK 6.4bn, accounting for 19% 
of the total transaction volume. 

Also, the overall transaction pace has increased 
significantly in 2015. Approximately 90 transactions 
were made which is an increase of 34% compared 
to 2014.

 

Yields have continued to harden in the sector and 
there is a high demand for logistics, industrial and 
warehouse properties. The yields are expected to 
remain stable in the short run and current yields 
for prime properties located in attractive areas with 
reliable tenants and long leases can go as low as 
5.5% whereas yields for secondary properties are 
around 7.0%. 

GRAPH 7

Investment volumes Industrial and  
warehouse sector  
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GRAPH 8

Yield logistics Yields are expected to 
remain stable in the near future
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Logistics Production/Industrial Other (Mixed warehousing etc)

Industrial and warehouse Significantly greater 
interest in the segment during the past years
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Prime yield Secondary yield

Yield logistics Yields are expected to remain stable 
in the near future
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OUTLOOK
Fierce competition for prime 
assets could result in higher 
competition for secondary 
assets and the yield gap is 
expected to shrink

  The transaction volume is expected to remain high 
across all property sectors. 

  The fierce competition for prime asset has pushed 
yields to historically low levels in many sectors and 
geographic markets and we expect secondary yields 
to harden further. 

  The shortage of supply has led to portfolio 
premiums for the most attractive portfolios, which is 
expected to continue on the short term.

  The lack of properties on the market has led to 
increased interest for primarily retail and industrial & 
warehouse properties.

  An increasing share of the development pipeline 
have been sold on forward commitment or forward 
funding, especially regarding residential development 
schemes.

underlying imbalances and increasing 
unemployment rates.

Sweden is likely to remain in a low 
interest rate climate throughout 2016 
due to recent repo rate cuts and many 
forecasters do not expect an interest 
rate hike until mid-2017. It is therefore 
likely that the demand for properties 
will remain strong as they offer an 
attractive return compared to bond 
yields and the transaction volume is 
expected to remain high throughout 
the year.

The historically low yields across all 
property sectors are expected to 
remain stable. There is still a shortage 
of supply and the interest for properties 
across all sectors and geographical 
markets is likely to remain. 

International investors have struggled 
to compete with domestic institutions 
since the financial crisis in 2008 as 
they are not willing to meet the yields 
necessary. Although, the activity from 

 Prime yields Q1 2015 Q3 2015 Q1 2016

 Stockholm offices 4.25% 4.00% 3.75%

 Gothenburg offices 4.65% 4.50% 4.25%

 Malmo offices 5.00% 4.75% 5.25%

 Retail warehouse 5.50% 5.25% 5.25%

 Shopping centres 5.15% 5.00% 4.75%

 Logistics 6.25% 5.75% 5.50%

international investors has increased 
rapidly during the past two years 
and in 2014 and 2015 international 
investors represented 18% and 21% 
respectively of the total transaction 
volume. The increased activity from 
international investors during the first 
quarter of 2016 is expected to remain 
strong throughout the year. 


