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Warehouse and industrial market in Poland

Key data

ik

23 million sqm
Supply of modern
warehouse & industrial
space in Poland

2.26 million sgm
New supply
(up by 34% y-o-y)

3.71 million sqm
Under construction
(up by 143% y-o-y)

4.7%
Vacancy rate
(down by 340 bpp y-o-y)

=

4.88 million sqm
Gross take-up
(up by 34% y-o-y)

2.55 million sqm
Net absorption
(up by 87% y-o-y)
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Economic performance

——GDP growth
14.0%

12.0%

——Industrial production growth

66 Economic indicators illustrate very good performance of the
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Setting new records

Developers, occupiers and investor activity on the rise

Strong fundamentals

In Poland, GDP contraction
in 2020 at 2.5% was lower than
in the majority of European
countries (average growth in
EU -5.9% and in Euro zone at
-6.3%).In Q2 an increase by 10.9%
y-0-y was observed, whereas
preliminary data for Q3 shows
another increase at 5.3%.

Economic growth in 2021
is expected to reach 5.0% and
further growth of 5.1% 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 (Statistics
Poland, Oxford Economics).

In September 2021, seasonally
adjusted industrial production
increased by 5.2% in the euro
zone and by 5.0% in the European
Union. In Poland, the increase
at 8.7% was once again higher
than in the majority of European

countries (Eurostat).

Retail sales (at constant
prices) in October 2021 were
higher by 6.9% compared year
on year. Between January and
October’21 retail sales grew by
7.4% 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 29.1% y-o-y) and
motor vehicles, motorcycles etc.
(up by 15.5%).

The share of internet sales has
grown significantly during the
pandemic. In early 2020 it stood
at 5-6%, however in months when
lockdowns were introduced the
share increased to above 11%,
and the average share between
March and December 2020 stood
at 8.4%. Between January and
October 2021 the share averaged
at 8.8%.

Supply

Economic indicators support
very good performance of the
warehouse and industrial market.

The supply of warehouse and
industrial space across Poland
amounted to 23 million sq m in
September 2021 as close to 2.3
million sq m of space has been
completed since the beginning of
the year. New supply in the first
three quarters of 2021 has already
surpassed the total volume of
new space added to the market in
2020 and, when compared with
full year’s data, it’s the 3™highest
volume of new supply.

In the top 5 markets: Warsaw,
Upper Silesia, Central Poland,
Wroclaw and Poznan ca. 77% of all
space is concentrated.

The smallest of the above,
Wroclaw, offers over two times
more warehouse space than the
Tricity and Western Poland, which

6 The share of internet sales has grown significantly during the
pandemic from ca. 5-6% recorded in early 2020 to close to 9% in 2021.99
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Outlook

Warehouse demand has
considerably diversified over
the last decade, with both the
number and sizes of signed
lease agreements changing.
Leases for very large
warehouses are becoming
increasingly commonplace.
Buildings with an area of
50,000 sg m are no longer

a rarity or an exclusive
domain for e-commerce
giants such as Amazon and
Zalando. New major market
players are entering Poland
while Polish companies are
investing in further growth.

Demand is also rising for small
business units and last mile
delivery centres, which allow
to serve local markets fast.

The pandemic has seen

a new concept emerge. Dark
kitchens, providing food and
beverages operators with
space for preparing and
cooking meals for delivery
only, are now being followed
by the growth in dark stores,
or warehouses offering
courier delivery to customers’
homes within up to 15
minutes.

Further development of the
market will be connected
with the growth of the
e-commerce sector. Poland
is evolving from a gateway
into Europe for a number

of retailers as it ticked all

the boxes for e-commerce
tenants requirements into an
also domestic driven market.
The automatization process
will be seen along with

more ecological solutions
introduced in warehouses
aiming to mitigate buildings’
negative impact on the
environment.
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Katarzyna Pys-Fabianczyk

Head of Industrial Services Hub

Supply by zone, top 7 markets
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Warsaw
(zone | & 1)

Upper Silesia

are the only markets outside of the
top 5 where supply of space is higher
than 1 million sq m. The next hub
which will exceed the 1 million sq

m is Szczecin, where currently ca.
885,000 sq m of warehouse space
islocated.

Out of the 2.3 million sq m of
warehouse space completed in Q1-
Q321,19% was delivered in Upper
Silesia and 16% in Western Poland
and Poznan (13%).

Developers’ activity

In 2021, for the first time ever,
developers’ activity crossed the 3
million sq m threshold and reached
3.73 million sq m of warehouse
space. At the end of September
arather low volume of space was
being developed speculatively
(ca. 44% of total space under
construction). In the majority of
regions, speculative development
was below 50% and in Tricity even
below 20%. Hubs with the highest
volumes of space under construction
were: Upper Silesia (730,400 sq
m), Wroclaw (568,200 sq m) and
Warsaw (456,700 sq m).

Central Poznan

Poland

The largest projects currently
being constructed include: GLP
Ledziny Logistic Centre of 111,500 sq
m, Hillwood Bydgoszcz 104,400 sq
m and P3 Poznan II (97,200 sq m).

Availability of space

Vacancy rate fell from 6.5%
recorded at the end of 2020 to just
4.7% in Q3'21, which translates
into less than 1.1 million sq m of
available space. The highest vacancy
rate was observed in Upper Silesia
(7.9%) and Central Poland (6.5%).
In all other markets vacancy was
lower than 5% and in some markets
less than 15,000 sq m was available
(e.g. Krakéw and Bydgoszcz/Torun).

Demand

Demand for warehouse and
industrial space, fuelled from the
e-commerce sector and traditional
retailers investing in omnichannel
strategies reached close to 4.9
million sq m distributed almost
equally between quarters. Demand
grew by 34% compared with
corresponding period last year and
already constitutes 94% of 2020

Stock, under construction and vacancy, Q3 2021
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full year’s result. When a 12-month
period is considered gross take-up
exceeded 6.4 million sq m, a result
that has never been recorded in
Poland. 74% of gross take-up was
observed in the top 5 markets, with
Warsaw (904,800 sq m), Upper
Silesia (842,800 sqm) and Poznan
(812,300 sq m) being the most
popular hubs.

Net take-up (excluding lease
renegotiations) reached a record
high figure close to 3.7 million
sq m, up by 41% y-o-y. When
Q4'20-Q3"21 period is considered
the volume of net take-up was close
to 4.7 million sq m.

Net absorption in Q1-Q3 2021
stood at 2.52 million sq m. That is
already the highest result recorded
in Poland even when compared with
yearly data.
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44%

Vacancy rate in under
construction projects

Developers' and tenants’ activity

76%

Share of net take-up
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Rents

Rents remained stable in
comparison with 2020. Headline
rents for warehouse and
industrial space range between
EUR 2.70 sq m/month and EUR
4.40 sq m/month for BIG BOX
units and up to EUR 5.50 sq m/
month for SBU. Effective rents
range between EUR 2.00 sq
m/month and EUR 3.30 sq m/
month for BIG BOX units and
up to EUR 4.60 sq m/month for
SBU. The level of rent depends
on specification of equipment
and technology within the
building thus in production
facilities or highly specialised
units rents are higher.

Capital market

The current situation
regarding the Covid-19 pandemic
significantly influences not only
the occupier market but also the
investment market. This is visible
both when volume of investment
transactions is considered and
distribution of the volume
between sectors.

The investment volume
recorded in Q1-Q3 2021 is
estimated at EUR 3.56 billion
being ca. 12% lower than in

the corresponding period last
year, and a clear shift towards
warehouses is visible - the sector
accounted for 48% of the total
volume of transactions.

Investor activity is peaking
and in Q3’21 alone, it amounted
to over EUR 1.5 billion - the
highest quarterly volume since
Q1’20 when it was EUR 1.7 billion.
As usual the last quarter is the
busiest when investor activity is
concerned thus we expect that
annual volume will cross EUR 6
billion exceeding 2020’s result.

The warehouse and industrial
sector was the one with clear
yield compression and further
changes are expected in the
next few quarters as the market
attracts a bulk of investor
attention. The sector benefits
from the accelerated growth
in the e-commerce industry
and thus courier companies
and logistics has become the
asset class of first choice among
investors. Record breaking
performance of the market with
rather low vacancy and high
demand and limited volume of
space developed speculatively are
also among factors considered by
investors.

Source Savills Research

The largest transaction of
a single asset was the acquisition
of A2 Warsaw Park located in
Grodzisk Mazowiecki in Warsaw
zone II - the project of 106,500
sq m was acquired by Savills
Investment Management for EUR
112.5 million.

Investor appetite remains
strong and forward funding
purchases are becoming more
and more popular and are often
the only way to build a sizeable
portfolio of logistics assets due
to shortage of income producing
stock. In forward funding
ventures, investors purchase
the property at an early stage of
development, bearing part of the
development risk.

Prime yields for multi-tenant
projects are estimated at even
below 4.50% depending on the
location, tenant profile and
lease length. A similar level is
estimated for projectsletto a
single tenant on a long-term lease
(10+ years) to non-e-commerce
related tenants. Distribution
centres of leading companies
from the e-commerce sector are
traded at around 4.00%.

66 For many investors the only chance to build a portfolio is through
a forward funding structure. 99

ESG high on the agenda
for warehouse and industrial

The real estate sector is
responsible for almost 40% of
global carbon emissions, and
therefore the real estate
industry’s contribution to
sustainability is crucial. As the
demand for logistics real
estate continues to grow,
mostly driven by the
popularity of e-commerce
caused by the pandemic, we
see a big interest of the
industry in long-term
sustainability.

Environmental, Social,
Governance (ESG) issues are
high on the agenda for
investors, developers, and
occupiers. In the logistics
sector, environmental
consideration has been of
great importance for along
time. It has been visible by the
increase in BREEAM and LEED
certification. As the drive for
energy efficiency and CO,
reduction are at the forefront,
a range of social and wellbeing
factors are on the rise as well.
Now is the time for another
pillar of the ESG strategy,
hidden under the letter S,
which is everything related to
the social aspect. After the
popularization of green
building certification, it is time
to go one step further. In
addition to the BREEAM and
LEED assessment schemes, it
is worth considering the WELL
and FITWEL certification. The
main challenge of the industry
today is to develop sites that
are energy efficient and
climate change resilient but at
the same time provide

a healthy and attractive work
environment. A site compliant
with ESG aspects will surely
provide investment security
and increase in availability of
labour for occupying
companies.

Katarzyna Chwalbinska-Kusek
ESG & Sustainability Lead
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4.5%

prime yields for multi-tenant projects

48%
4.0%

prime yields for e-commerce
distribution centres

share of industrial sector in total
investment volume

Investment volume
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86 57% of investors are dissatisfied with their sector allocation in
logistics, indicating an increase in investment transactions over
the next 12 months. 99

Investment market

The warehouse and logistic
market has been in the
spotlight for some time now.
The demand for space has
increased significantly whilst
availability has continued to
decline which has led to
amplified interest in the
sector from within the capital
markets with rising
investment volumes and
prime yields falling.

The yields for the best
warehouse facilities located in
Poland at the end of the third
quarter of 2021 were ca. 4.5%.
They still remain higher than
those recorded in Western
European markets by over
100 bps in some cases. Yield
compression recorded over
the last 12 months will be also
visible over the coming
months but at a slower pace.

This combined with an
increase in land prices and
construction costs will
provide grounds for rental
growth, which will be

a positive signal for investors.
Poland will continue to be an
attractive location also for
tenants due to competitive
cost of employment and
availability of high quality
properties at still attractive
rental offers.

According to a survey
conducted by Savills together
with Tritax EuroBox, 57% of
investors are dissatisfied with
their sector allocation in
logistics, indicating an
increase in investment
transactions over the next

12 months.

John Palmer
Head of Industrial Investment
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