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The outbreak of the COVID-19 pandemic has redefined the vast
majority of economies, at least for the moment. The ensuing
global recession has had a direct impact on office markets around
the world. However, Poland is forecast to weather the storm in
some style. The country’s GDP is forecast to contract by 3.5% in
2020 (far less than the 7.9% contraction predicted for the
Eurozone), and is set to rebound by an impressive 5.8% in 2021
(Oxford Economics, July 2020). Moreover, Poland may even benefit
and come out stronger from said crisis.
At the beginning of the pandemic, most companies rapidly
switched to remote working. Now, after a few months, employees
are gradually returning to their offices. However, firms are
understandably cautious, and in most cases, do not allow all of
their employees back at the same time. This understandable and
responsible approach ensures seamless business continuity. This
continuity may become one of Poland’s major strengths against
competing locations from Asia. We expect some corporations to
open new business centres in Poland in order to search for stability
and business reliability, as some of the less expensive locations
outside Europe have not or are not in a position to do this. With a
large cost-effective market, Poland may well be a major
beneficiary of any changes in outsourcing locations.
However, the market is currently facing some challenges. Some
companies have decided to sublease part of their offices,
increasing available space on the market. Nevertheless, this is not
necessarily direct competition for the traditional leasing market,
but rather an interim solution between subleasing and the flexible
office sector. The market has become more versatile and is able to
cater to the needs of both companies which are looking to expand
on a short-term basis as well as those companies which are
seeking cost reductions as soon as possible.

Demand distribution in Poland’s regional office
markets in H1 2020
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14,500 m² by a company from the IT sector in Tertium Business
Park C in Kraków. Due to delayed decisions related to the
conclusion of lease agreements, a slight decrease of demand for
offices is expected in the next few quarters.
Despite the COVID-19 pandemic, during which some companies
have decided to delay the signing of lease agreements, there are
companies which are expanding their business across Poland.
Almost 68% of total take-up volume in H1 2020 and seven of the
ten largest transactions of that period were agreements for the
lease of new office space (including relocations and expansions).
In H1 2020, 15 new buildings (overall leased in approx. 70%),
offering a total of 175,600 m² came onto the regional markets. The
largest included: Olivia Prime B (25,000 m², by Olivia Business
Centre), building 4 of the High5ive complex in Kraków – (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 approx. 800,000 m² and is mainly concentrated in Kraków,
Katowice and the Tri-City (where office stock is set to hit the one
million m² mark once all current constructions are completed).
The largest investments outside Warsaw include: Global Office
Park by Cavatina and the .KTW II tower by TDJ Estate (both in
Katowice), MidPoint 71 by Echo Investment (in Wrocław) and 3T
Office Park by Allcon Investment (in the Tri-City). Although
construction in Poland continues, some completion dates may be
put back. Furthermore, developments of over 40,000 m2 have been
temporarily halted but are expected to resume in the next few
months.

Office stock levels and vacancy rates across Poland’s
regional office markets, Q2 2020
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Despite the fact that total take-up volume in Q2 was almost 50%
down on the previous quarter, demand for offices in H1 2020 saw
an increase of almost 10% y-o-y with 333,000 m² transacted. Such
a result can be partially put down to the Kraków market, which
attracted one third of the business on the Polish regional cities’
market, including the largest transaction signed in Q2 2020 - a
renewal for 20,000 m² by ABB in Axis. Other top deals in H1 2020,
were signed in Q1, and included a 16,300 m² pre-let by Fujitsu
Technology Solutions in Fuzja located in Łódź, and a pre-let for
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The overall vacancy rate for the eight regional markets now stands
at 10.2%, which is a 0.8 pp increase y-o-y, and 0.7 pp growth q-o-q.
The Tri-City and Katowice boasts the lowest vacancy rates (both
6.1%), meaning that the availability of immediately available office
space is scarce in these cities. The highest rates are currently in
Łódź (13.2%) and Poznań (14.5%).
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).
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Key Data on the Major Office Markets in Poland in Q2 2020
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Investor activity in the first half of 2020 maintained the extremely
high level of last year’s record-breaking performance. Throughout
H1 2020, 22 office transactions worth over €1.3 billion were
finalized. 56% of office investments were made on the Warsaw
market. Kraków claimed the lion’s share of the remaining 44% with
Katowice and Wrocław completing the top three regional cities.
In the regional cities, eight transactions worth €582 million were
finalised over the course of H1 2020. This was the second best H1
result on record for the regional markets, surpassed only by H1
2019, and illustrates the fact that investor appetite remains
relatively unaffected. The market has witnessed a number of
notable transactions, including the acquisition of High 5ive II (bldg.
4&5) and the purchase of Equal Business Park (A, B, C).
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