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2019 has put a spotlight on the continued strong performance of
the regional markets in Poland. The scale is definitely there, both
in terms of supply and demand in all major business hubs outside
of Warsaw. Spectacular transactions are being signed on a regular
basis, while newly completed developments are getting bigger and
bigger in order to cater to the growing tenant requirements. All
that is paired up with qualitative change in the regions.
Kraków has seen absolute record-breaking demand, with more
than 267,000 m² transacted on, significantly outpacing all the
other markets. Its rock-star status is safe, but the rest have their
own achievements as well. Wrocław’s stock grew by 147,000 m², in
large part thanks to the completion of the second phase of the
Business Garden complex. Now that office park offers 113,000 m²
of office space and is home to a variety of companies such as
Capgemini, Credit Agricole and Santander. The Tri-City finalized its
Alchemia scheme with the fourth building completed in October
and will soon grab headlines on the back of spectacular leases.
Demand in Katowice more than doubled compared with 2018,
which has prompted developers to start construction of new
buildings that will change the city’s skyline in coming years.
Poznań saw all-time-high new supply volumes, with Business
Garden and Nowy Rynek taking the lead in providing modern
workspaces. The largest deal of the year in Łódź was by New Work
in Hi Piotrkowska, which shows the confidence the flex sector has
in this city. It is encouraging to see that growth across Poland,
which confirms the nation’s competitive advantage against other
CEE countries.
All of the activity on the demand side of the market is driven by the
booming economy of Poland (it is one of the European leaders,
with estimated GDP growth in 2019 at the level of 4.2%, according
to Oxford Economics). The demand volumes are growing, but also
its structure is changing in regional markets.
Pre-letting activity increased by 70% year-on-year and in 2019
amounted to 213,000 m², approximately one third of the total
demand. Another expanding sector is flexible office solutions. Last
year more than 28,000 m² of office space was leased by these firms
in the major cities outside Warsaw, which is 120% of the total
volume for 2018. Some of the most interesting deals include
Spaces entering the Katowice market and leasing the historic
former seat of the Silesian Insurgents Association.
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In total, demand for office space in major regional Polish markets
outside Warsaw in 2019 was a record-breaking 693,000 m². Such
an excellent result is largely due to the aforementioned
spectacular performance of Kraków, where 267,000 m² was
transacted on. The most notable deals included a pre-let for
19,300 m² by UBS in Fabryczna Office Park, a renewal for 17,100 m²
by Motorola Solutions Systems Polska in Green Office and a pre-let
for 16,000 m² by Sabre in Tischnera Office (all three in Kraków).
Strong demand boosts developer activity. In 2019, more than 60
office developments entered the markets outside of Warsaw,
offering a total of 547,000 m², including: phase two of Business
Garden in Wrocław (by Vastint); the five buildings of Business
Garden in Poznań (by Vastint); Alchemia IV – Neon in the Tri-City
(by Torus); Tischnera Office in Kraków (by Cavatina); Brama Miasta
B in Łódź (by Skanska Property Poland); V.Offices in Kraków (by AFI
Europe); Nowy Rynek B in Poznań (by Skanska Property Poland);
Nowy Targ in Wrocław (by Skanska Property Poland); and Carbon
Tower in Wrocław (by Cavatina Holding). All of the new
development across the country enabled the total office stock to
exceed 11 million m² of modern office space (including Warsaw).
Under-construction space in the major regional markets amounts
to 800,000 m² and is mainly concentrated in Kraków, Katowice and
the Tri-City. Katowice is outpacing traditionally larger markets in
terms of construction activity due to the recent boom in demand
for offices there. TDJ Estate has started the construction of .KTW II
tower, Echo Investment is developing the Face2Face Campus and
TriGranit development has launched its Silesia for Business
building, to give but a few examples.
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The overall vacancy rate for the eight regional markets now stands
at 9.6%. The Tri-City boasts the lowest vacancy rate (4.9%), which
means that the availability of immediately available office space is
scarce in that region. The highest rate is found in Wrocław (12.5%).
The largest decreases in vacancy rate were registered in Lublin
(6.2 p.p. y-o-y) and Katowice (3.2 p.p. y-o-y).

* Górnośląsko-Zagłębiowska Metropolis - cities with over 100,000 inhabitants: Bytom, Chorzów, Dąbrowa Górnicza, Gliwice, Katowice, Ruda Śląska, Sosnowiec, Tychy and
Zabrze.
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Key Data on the Major Office Markets in Poland in 2019
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Due to increasing construction costs (both labour and materials),
growth in rents was noted in a few of Poland’s major office
markets. In 2019 a number of cities saw an uptick of prime
headline rents: Kraków (now leasing at €13.5 to €15.5 / m2 /
month), the Tri-City (now leasing at €13-€14.5 / m² / month), Łódź
(€12 to €14 / m2 / month), Katowice (now leasing at €13.6 to €14.5 /
m² / month), Poznań (€13.6 to €15 / m² / month) and Wrocław
(€13.5 to €14.8 / m² / month). Currently the highest rents are
quoted in Kraków. Some minor changes are expected over the
next few quarters.
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