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Key takeaways

— Offices remain resilient: Letting activity has showed signs of improvements in both the Irish and Dutch
markets as occupiers make decisions about space requirements. The Vienna office market is the exception,
however with little new stock, vacancy rates remain low

— Logistics supply constraints: Occupational demand remains strong for modern logistics space, but supply
is increasingly constrained. Occupiers are moving into lower grade stock and rental growth continues whilst
the development pipeline catches up.

— Retail parks and newcomers are sustaining the sector: High street rents have declined for the past quar-
ters; hence pure players are taking advantage of the dampened market to seize opportunities in prime loca-
tions. Traditional occupiers and investors are targeting food-anchored retail parks and discount stores,
which have proven to be resilient during the crisis.

— The residential sector: Rental growth prospects in Vienna and Amsterdam are lowered by the active devel-
opment activity. The remote working trend is generating a shift of the demand from expensive city centres
towards suburbs and second-tier cities offering affordable rents.

— Investment markets persistently focused on resilient sectors: Logistics, residential and healthcare prop-

erties, as well as core offices, are favoured by investors in the markets under review.
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As elsewhere in the Eurozone, the inflation rate also
rose sharply in these medium-sized member states
last year. While this increase should remain largely
temporary, the decline in the inflation rates in Bel-
gium and Austria could be comparatively slow. In Bel-
gium in particular, there is traditional indexation of
wages to price developments, which can increase infla-
tion. Economically, all countries are still in an up-
swing, which is also supported by international de-
mand. A further easing of supply chain problems will
accelerate domestic industrial activity.

Offices remain resilient

Letting activity across Irish, Belgium and Dutch office
markets have showed signs of sustained improvement..
In Dublin, office take-up has been split evenly between
city centre and suburban markets, providing good evi-
dence of demand despite continued uncertainty of
working practices. In Vienna, although demand has
been weak over the period, little new stock has become
available, so vacancy rates remain low at 4.5%, with
prime rents remaining stable. Conversely, the Amster-
dam office market has seen higher volumes of new
stock, resulting in rising vacancy, which is putting
downward pressure on rents. In the medium term, we
expect rental growth for out-of-town markets includ-
ing Rotterdam and The Hague where space is at a dis-
count. In Brussels, take-up is in line with the 10-year
average and prime headline rents have remained
mostly stable although lease incentives have become
more generous. Across all office markets, we identify a
growing occupational requirement for modern work-
spaces with a focus on ESG, whereby landlords and de-
velopers are bearing the associated costs. Sustainable,
modern, and flexible offices will remain resilient and
drive prime rental growth in 2022.

Logistics in short supply

The logistics sector across all markets continues to
drive all-property returns due to substantial capital
value growth arising from significant yield compres-
sion. Occupational demand for space has led to record
low vacancy rates putting significant upward pressure
on rents. In Dublin, a lack of available stock has led to
increased transactional activity of Grade C buildings.
Currently with over 210,450 sqm under development
and to be delivered over the next 15 months. In the
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Austrian and Dutch markets, legal restrictions and en-
vironmental regulations to control land consumption,
has constrained new development and, as such, brown
land is increasingly important to meet demand. In Bel-
gium, nearly all logistics take-up is based on custom-
built developments as the current vacancy rent of
0.53% is a historical low. Whilst the development pipe-
line catches up, rental growth will continue across
these markets.

Retail

The retail occupational markets were primarily sus-
tained by out-of-town retail parks, where the presence
of convenience, essential shops and hard discounters
drove footfall during the pandemic. It was most nota-
ble in Belgium with a record take-up observed since the
beginning of the year. Furthermore, the number of in-
solvencies remained lower than expected thus far due
to government support. Trouble may come when the
support disappears. Conversely, high street market
conditions remain difficult in main cities like Amster-
dam and Dublin due to lack of tourists and the rise of
e-commerce. High street prime rents declined over the
last three quarters in the major Dutch markets. Nu-
merous newcomers see the current situation as an op-
portunity to establish themselves in attractive loca-
tions, e.g. former pure online players. Investors are
adopting a ‘wait-and-see’ or opportunistic approach,
but the difficult financing conditions negatively im-
pact the value-add investment market.

Residential

Strong development pipelines in Vienna and Amster-
dam are taming residential rental growth prospects,
while the emerging build-to-rent (BTR) sector in Brus-
sels and Antwerp has stimulated the occupational mar-
ket and prime rents; BTR is also dominating the Irish
investment market. The attractivity of the Dutch capi-
tal city centre is negatively impacted by the remote
working trend, as these workers favour the lower rents
obtained in the surrounding areas, in Rotterdam or
The Hague. New residential formats such as co-living
are being developed to cater for the needs of these peo-

ple.
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Chart 1: Office rolling annual investments Chart 2: High street prime rent changes
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