
“The UK has the highest
online retail penetration 
rate in Europe at 21.4% 
and rising”

More than half of the 
world’s population 
now lives in urban 
areas, and the top 
600 cities produce 
about 60% of 
the global GDP 
(Dobbs et al, 2011). 
Consider, too, that 
in the developed 
world, freight-
intensive sectors 
of the economy 
(manufacturing, 
food) represent 
about half of 
commercial 
establishments, while 
employment and 
service-intensive 
sectors (finance, 
retail) represent the 
other half (Holguín-
Veras et al, 2018). 
Both sectors need 
supplies brought 
in and shipments 
dispatched in 
varying quantities, 
speeds and timings.

TOP 25 GLOBAL CONGESTED CITIES
Increase in travel times compared with free-flowing traffic
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  Source TomTom Traffic Index  Note *Percentage increase in overall travel time compared with free-flowing traffic
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Mexico City is the
most congested
city in the world.
Congestion increases
travel times by 63%
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THE SCALE OF  

URBAN SUPPLY

For any package, the last mile  
of its journey is the least efficient. 
The solution? Delivery facilities 
closer to population centres,  
says Kevin Mofid, Director, 
Commercial Research at Savills

Along with the usual business mail 
and packages, a city-centre office can 
now expect a steady delivery of goods 
as employees take advantage of their 
workplace as a drop-off location for online 
shopping. What sets the office apart from 
home deliveries is the additional resource 
needed to deliver to a busy, congested 
environment far from a handy warehouse.

For cities everywhere, it’s just one 
example of how urban logistics is becoming 
more complex, putting pressure on the 
existing road network and demanding  
more space from urban real estate.

In his 2016 book The Geography of 
Transport Systems, Jean-Paul Rodrigue 
defines urban logistics as “the means over 
which freight distribution can take place 
in urban areas as well as the strategies that 
can improve its overall efficiency while 
mitigating congestion and environmental 
externalities”. Essentially, this means 
locating warehouse facilities close enough 
to their final delivery points while avoiding 
as much traffic congestion as possible.

So how big an issue is this for the  
real estate sector? With the rise of 
e-commerce fulfilment, the emergence 
of mega-regions and the continued focus 

According to the London Datastore, there 
are approximately two million commuters 
and tourists in the city at any one time. 
This impacts supply chains, as workers have 
online deliveries sent to their offices, and 
the food supply chain caters for many more 
people than the population would suggest.

High need, low supply
London also suffers from severe traffic 
congestion. During the day, it is almost 
impossible to travel across the city in less 
than one hour, meaning that warehouse 
units on one side of the city can really only 
serve that particular area. Congestion is 
even more severe in other cities, as the 
chart below shows – London doesn’t even 
rank in the top 25. This suggests that these 
cities will be high on the list to benefit from 
urban logistics innovation.

Lastly, the UK has the highest online 
retail penetration rate in Europe with 
figures recently reaching 21.4% and rising. 

The additional deliveries associated 
with this form of retail mean that extra 
warehouse space is required in a market 
where the supply is already low. When 
the online retail rate hit 11% in the UK 
we saw a surge in demand for warehouse 
space. Currently, within Europe, only 
Germany has passed this 11% mark. 
Demand for urban logistics units in France 
and the Nordics is likely to surge as they 
are forecast to be next to pass the 11% 
threshold. These varied situations will lead 
companies to look at new ideas to service 
their requirements.

No individual factor is more important 
than any other in this equation, but in 
many markets around the world they are 
conspiring in different ways to disrupt 
traditional property markets and deliver 
innovative solutions.

Turn to pages 58 for examples of how modern 
logistics requirements are shaping real estate.

on the environmental concerns of such 
activities, the real estate needs of tenants 
occupying urban warehouse space is 
expected to change in the future. Indeed, 
the EU’s 2011 transport White Paper 
established a goal stating the need for a 
zero-emissions strategy 
for urban logistics by 2030. 

Should this emerge 
into policy, it would suggest that more 
delivery facilities are required closer to 
population centres.

Delivering the right location
Whereas industrial real estate is focused 
around the production of commodities, 
urban logistics is about the distribution 
of those commodities – in particular the 
last leg of the journey to the consumer, 
wherever they may be at the time.

At present, these real estate facilities  
tend to be on the outskirts of cities. 
Although supply networks are in place,  
they were built to serve bricks-and-mortar 
high-street shops rather than the multitude 
of delivery destinations, such as customers’ 
homes and workplaces. 

If we take London as an example  
and examine the variables that make  
it a beacon of interest in urban logistics,  
we can see a number of property and  
non-property factors working together  
to create disruption.

London’s logistical requirements
First, the property factors. London  
has an extremely low vacancy rate for 
warehouse property at just 2.5%. Indeed, 
the stock of warehouse property has been 
steadily declining as space has been lost  
to higher-value uses, such as residential. 

In addition, rents for warehouse space 
within the city boundaries far exceed  
those further out. For example, all parts 
of London now record warehouse rents 
in excess of £11 per sq ft (£30 has recently 
been achieved for units smaller than  
5,000 sq ft in the capital’s Zone 2 area). 

Even at £11 per sq ft, this rent would  
still be about 50% higher than rent in areas 
located further away, such as beyond the 
M25 – London’s orbital motorway.

Non-property factors at play include a 
very high population density and, crucially, 
an extremely high daytime population. 

Going 
 the 
   extra    
mile 



Forward-thinking policies, ground-  
breaking warehouse designs and 
innovative supply chain solutions  
are transforming urban logistics

Warehouse 
v2.0
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1  Multi-level pioneer
Prologis Georgetown Crossroads, 
Seattle, US 
This three-floor, 54,777 sq m industrial 
warehouse is just minutes from downtown 
Seattle. The first of its kind in the US, the 
building features truck ramps leading to 
loading docks on the second level, and 
a third floor for lighter-scale warehouse 
operations, served via forklift-accessible 
freight elevators.

2  Micro (electric) machines
DPD Westminster, London, UK
A former car park in central London has 
become parcel delivery company DPD’s  
first all-electric distribution centre. From 
this 464 sq m facility, 2,000 parcels a day 
will be delivered by all-electric vehicles 
exclusively to the capital’s SW1 postcode 
area. The site also includes a pick-up shop 
allowing customers to collect and return 
parcels. The company expects to open 
seven more micro all-electric units  
across the city. A second London depot,  
in Shoreditch, has already been secured. 

3  Rising high
Goodman Interlink building,  
Tsing Yi island, Hong Kong
Developed by Goodman in 2012, this 
building contains 223,000 sq m of 

and inland border ports. Automated 
vehicles and drones will be used to increase 
express capabilities for air, high-speed rail, 
cold-chain and rural e-commerce.

5  Distribution. Now!
Amazon, Barcelona, Spain
In 2016, Amazon took a 
lease on the city-centre 
former headquarters of publishing house 
Editorial Gustavo Gili. Part of the appeal 
was the building’s large basement, which 
can store 20,000 of Amazon’s most 
commonly ordered products. More than 
100 people work in the facility, preparing 
orders from the Amazon Prime Now app for 
delivery across Barcelona within two hours.

6  Boats, trains and automobiles
Paris Air2 Logistique, Paris, France
This tri-modal site has been let, in part, 
to IKEA and is an example of how modern 
logistics requirements are working in urban 
environments. The 63,000 sq m building 
is built over two floors and will allow the 
brand to transport goods using electric 
vehicles to central Paris and the western 
suburbs. The Port de Gennevilliers location 
will also allow distribution of goods via the 
River Seine, which will reduce potential 
delivery delays caused by traffic congestion. 
Plus, the site benefits from easy access to 
the rail network, making the scheme ready 
for future urban-logistics requirements.

warehouse space across 22 floors and 
houses international tenants such as DHL, 
fashion retailer Net-a-Porter and Yusen 
Logistics. The first 15 floors are fully 
accessible by vehicles and the remainder by 
goods lifts. The true impact of this building 
in real estate terms is only now being felt 
as other cities around the world start to 
address the issues around urban logistics 
that Hong Kong has already tackled.

4  Policy matters
Government intervention, China
China is planning to build 150 logistics  
hubs by 2025. This is an example of how 
policy intervention will impact real  
estate markets and facilitate logistics 
development in the future. There will  
be six types of hub: inland harbour, cargo 
port, airport, service-orientated port, 
commerce and trade-orientated port,  

7  Record breaker
Sunset Industrial Park, Brooklyn,  
New York, US
Plans are in place to demolish the site’s 
existing brick industrial buildings and 
replace them with a 120,000 sq m, four- 
floor warehouse, the largest multi-storey 
warehouse in the US. The Park is located 
close to the Verrazzano-Narrows Bridge, 
and within a one-hour drive of 13 million 
consumers. Its design allows trucks to 
access all four floors, with more than 11m 
clearance height on the first two floors and 
8.5m clearance on the top two, comparable 
with other single-storey units.
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“At the Goodman Interlink
building in Hong Kong, 
the first 15 floors are fully
accessible by vehicles”




