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The rise of e-commerce is driving demand for logistics space, while the outlook for prime
offices is positive

Reflecting underlying employment growth forecasts, low levels of supply and rental growth prospects, our
outlook for European offices is positive for 2020. Core investors should continue looking at prime offices, but
consider well-connected non-CBD locations too.

Rising rents, long commute times and new flexible ways of working all suggest a need for less centralised
business centres. These submarkets offer stock at lower rental levels and, in a slowing economy, this makes
them attractive to both property and human resource managers.

In the Middle East, a lack of stock suitable for global corporates has led to the rise of build-to-suit
developments. Opportunity exists for developers to target international occupiers that are consolidating their
operations.

The rise of e-commerce across Europe is driving demand for logistics space, led by countries where the
penetration rate is highest, such as the UK, the Netherlands, the Nordics and Germany (see Savills Spotlight:
UK Cross Sector Outlook 2020). Good logistics schemes are becoming scarce in most European countries,
and this will continue to put upward pressure on rents.

In the Middle East, e-commerce is forecast to become a circa $29 billion industry by 2022 with CAGR of 30%,
underpinning demand for new logistics space in the region.
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The re-pricing of retail assets in some European countries is bringing new opportunities for value add
investors. Shopping centre and retail warehouses that are dominant in their catchments can be considered
for refurbishment or repositioning (see Savills Spotlight: EU Property Themes 2020+ ).

Urbanisation, new flexible ways of living and affordability constraints in the for-sale residential market is
spurring investment into the multifamily or build-to-rent sector. In European countries where the housing
sector is not overly regulated, notably the Nordics, the sector offers opportunity for investors seeking secure
long-term income streams. Rapidly growing middle class populations in the Middle East will help underpin
demand for mainstream housing development for sale.
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