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The COVID-19 outbreak, which emerged in the first quarter of 2020,
has made a significant impact on our daily lives as well as
the economy. It has affected every sector of the market, including
offices. Companies have had to change their strategies and
redefine their style of work. Only a small percentage of employees,
who work in offices, have continued to work from these locations.
The remainder have had to switch to remote working. These
changes have brought a technological boost and the pandemic
showed which firms were ready for the crisis and provide
employees conditions to work outside the office.
In Q1 2020, eight out of the ten largest transactions outside
Warsaw were signed by tenants from the IT sector, and the
demand generated by all tech-companies represented 57% of the
total take-up volume in regional markets. A spectacular example
of an expansion, despite the pandemic, came from one of the
leading technology company worldwide leasing 36,700 m² in three
deals: in the Tri-City (a newcomer to the market, and one of the
largest transactions in years), Kraków and Wrocław. While these
processes commenced long before the COVID-19 outbreak, it still
bodes well for the regional markets. Furthermore, the global
economic downturn may in fact have a positive impact on
Poland’s modern business services sector in the future, as firms
could well be looking for cost efficiencies by outsourcing parts
of their operations.
In the first quarter of 2020 flexible office providers were opening
new centres outside Warsaw, and all transactions for this sector
were signed in the Tri-City. During this period, almost 10,000 m²
of office space was leased by flex office solution firms. The largest
transaction was New Work’s decision to open its first centre
in Alchemia IV Neon (4,500 m²) in Gdańsk. Although the market
situation of flexible office solutions is currently quite challenging,
flexibility will be even more important in the future, and tenants
from this sector could still ultimately benefit.
Take-up volume in major regional markets outside Warsaw for
Q1 2020 was 220,300 m², a significant increase on the first quarter
of the previous year. Most of the transactions signed during the
first three months of 2020 were the completion of processes that
began much earlier, and before the COVID-19 pandemic. Due to
delayed decisions related to the conclusion of lease agreements,
a decrease of the demand may decrease in coming quarters.
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Q1 2020 saw all the country’s regional cities performing very well
with tenants eager to develop their business in these locations.
Pre-letting totalled 81,800 m², ca. 37% of total demand. The two
largest transactions signed in this period were a pre-let for
16,300 m² by Fujitsu Technology Solutions in Fuzja located in Łódź,
and a pre-let for 14,500 m² by a company from the IT sector
in Tertium Business Park C in Kraków.
In Q1 2020, five new buildings, offering a total of 79,800 m², came
onto the regional markets. The largest included: a building in the
High5ive complex in Kraków – building 4 (23,500 m², by Skanska
Property Poland), the first phase of Face2Face in Katowice
(19,600 m² by Echo Investment) and Giant Office in Poznań
(15,300 m² by Giant Invest).
Under-construction space in the eight major regional markets now
totals 850,000 m² and is mainly concentrated in the Tri-City (where
office stock is set to hit the one million m² mark once all current
constructions are completed), along with Katowice and Kraków.
The largest investments outside Warsaw include: the .KTW II tower
by TDJ Estate in Katowice, MidPoint 71 by Echo Investment
in Wrocław and the Olivia Business Centre - Olivia Nine by Olivia
Business Centre in Gdańsk. Although all construction in Poland
is ongoing, some completion dates may be postponed due to the
limited availability of labour, the functioning of authorities
and supply chain disturbances.

Office stock levels and vacancy rates across Poland’s
regional office markets, Q1 2020
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The overall vacancy rate for the eight regional markets now stands
at 9.4%, which is the same level as in Q1 2019. The Tri-City boasts
the lowest vacancy rate (4.1%), when the highest can be found
in Poznań (12.9%).
Currently the highest rents are quoted in Kraków (€13.5 to €15.5 /
m² / month), while the lowest are in Lublin (€10.5-€11.5 / m² /
month).
Office investment activity in Q1 2020 was at record high level,
however vast majority of deals was still concluded in Warsaw. All of
Q1 2020 deals were (as typically in every Q1) a “legacy”
transactions initiated in 2019 and completed in 2020. From
January till March, 11 office transactions worth nearly €618 million
were finalized across the country, surpassing the unmatched result
of 2006. The largest office investment transaction out of Warsaw
was a sale by Skanska of two buildings of the High 5ive complex
located in the city centre of Krakow.
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Key Data on the Major Office Markets in Poland in Q1 2020
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Nevertheless, the Covid-19 pandemic has created a material
uncertainty in real estate investment market performance. Across
Europe, there is considerable variation in the extent of the human
tragedy implications unfolding and its impact on economic
activity, including the trajectory, duration and extent of these
impacts on all real estate sectors. With varying recent and ongoing
policy response across the region and the mitigating implications
differing by market and sector, it is too early for us to provide
a quantitative and robust assessment of value impact at 31st
March, our survey date. In this context, the JLL Q1 2020 real estate
performance indices have been held at Q4 2019 values, except
where there has been sufficient evidence at sector and market
level to make appropriate any reliable adjustments to figures. We
will talk to the evolution of the market throughout Q1 in our
reporting and will be continually monitoring market movements
as the situation evolves, to inform our ongoing view of pricing. We
will be updating our forecasts, albeit these will be directional
at this time, broadly reflecting any meaningful changes to the
underlying fundamentals.
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