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OFFICE SNAPSHOT

Greek Conundrum
In the last weeks the Greek situation has monopolised the 
economic and political debate in Europe, raising concerns over 
the economic recovery just a couple of months after the European 
Commission upgraded the economic growth forecasts for the Euro 
zone (from 1.1% to 1.3%). While a new deal appears to have been 
struck, it is too soon to say whether a Grexit has been avoided, or 
just delayed. Other external headwinds have intensified, with the 
stock market slump in China and its potential economic backslash 
marking an (unwelcome) degradation of the global economy. At the 
same time, some benign factors remain in place, such as low oil 
prices (except of course for oil-driven industries) and a supportive 
monetary policy. Our views and forecasts in this report are 
predicated on the basis that the European recovery continues on its 
current course.

Rental Growth More Widespread
The evolution of office rental values in the first six months of 
2015 has been in keeping with a generally more benign economic 
environment. Particularly in Western Europe, more markets are 
slowly moving into rental growth territory, and where market 
fundamentals are supportive, rents continue (or are poised) to 
increase, underpinned by generally tight supply conditions at this 
point of the cycle.

The largest increase in the first six months of the year was 
observed in Dublin (+25%) where prime office rents in the City 
Centre almost regained their pre-crisis levels. There are signs 
of this trend becoming more broad-based in the Irish capital, 
with less central locations also seeing increases, although not 
of the same magnitude.

Perhaps less spectacular but noteworthy increases were 
observed across key office centres in the UK, as the 
occupational market strengthens further: prime office 
rents grew in the City of London (+3.8%), Belfast (+6.9%), 
Manchester (+4.6%), Edinburgh (+3.6%) and Bristol (+1.8%), 
while they were stable in London West End and Birmingham. 

Germany was more of a mixed bag with moderate increases 
seen in Berlin (+1.9%) and Frankfurt (+1.3%) amid an otherwise 
relatively flat market. In Paris, prime CBD rents remained 
unchanged, but with a continuing, if not increasing, disconnect 
between headline and effective rents.

Within Benelux, rental growth remains mainly confined to 
Amsterdam’s prime office district (South Axis) where prime 
moved up a notch (+1.4%) against a very polarised backdrop. 
Prime office rents were unchanged in Brussels.  

In Southern Europe, the improved economic outlook coupled with 
a shortage of good quality space has underpinned an increase in 
rents, although in most cases from a low base. Prime office rents 
continued to increase in Barcelona (+2.8%) and Madrid (2.0%), 
with signs in this latter city of upside pressures starting to build 
also outside the CBD. Perhaps of even greater significance were 
the increases in Lisbon (+4.0%) and Milan (2.5%) given the more 
precarious, but improving, state of the Portuguese and Italian 
economies, even if prime rents slid marginally in Rome (-0.6%).

In CEE, rents remained largely unvaried except in Bratislava 
(+6.9%) following the delivery of new product. Corrections were 
seen in Kyiv (-6.5%), St Petersburg (-6.4%), Warsaw, (-4.2%) 
and Minsk (-5.9%), with a combination of short-term supply 
unbalances (Warsaw) and weak economy (Russia, Ukraine) as 
primary explanatory factors.
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Within the Middle Eastern quadrant and the easternmost fringe 
of Europe, it is worth nothing the increase in Abu Dhabi (+7.7%), 
Tbilisi (+12%) and Jeddah (+18.5%). Conversely, due to new 
development,  prime rents fell in Riyadh (-10%).

Provided that the Greek situation (and the handling of it) doesn’t 
derail the economic recovery, in the next 12 months we anticipate 
rents to continue to reflect the recent economic dynamics. 
Increases are expected in Dublin, all the key UK office markets 
and parts of Southern Europe (Madrid, Barcelona, Milan and 
Lisbon), even if mostly confined to key office areas in the latter 
region. In contrast, prime office rents are expected to decline in 
Moscow, Kiev and Istanbul.

Yield Compression Continues
The weight of capital and ultra-low interest rates has continued 
to drive yield compression across an increasing number of 
European office markets in the first six months of 2015.

That was the case for a majority of the big-6 German office 
markets: in Munich, prime yields fell sub-4% to 3.75% (-25bps) 
with shifts also observed in Stuttgart (-30bps), Hamburg (-20bps) 
and Frankfurt (-15bps). In Switzerland, yield compression 
continued in Zurich (-30bps) and spread to Geneva as well 
(-10bps). Likewise, yields hardened in Vienna (-20bps), Austria.

In the UK, Bristol saw the sharpest fall (-75bps). Yields fell further 
in the City of London (-25bps) to 4%, a price recently corroborated 
by the sale of the Walbrook to Asian insurer Cathay Life. Elsewhere 
across the UK they were roughly unchanged compared to end of 
2014. In Dublin, prime office yields fell 50bps to 4.5%. 

Among the main Scandinavian office markets, the largest shift 
was seen in Copenhagen (-50bps). Despite the backlash of low 
oil prices on the oil services industry, yields also dropped in Oslo 
(-40bps), and to a lower extent in Stockholm (-25bps).

As the search for yield and a more upbeat outlook have prompted 
investors to venture deeper into Southern Europe, the region’s 
key office centres have seen pricing adjust accordingly: in the 
first six months of the year, prime office yields hardened by 30 
bps in Milan and Rome and by 25bps in Madrid and Lisbon.

Perhaps even more notable in the light of the relatively muted 
rental performance was the scale of yield compression across 
CEE, which encompassed a greater number of markets in 
addition to the “usual suspects”, including the Baltic capitals 
and some regional Polish cities. St Petersburg was the only one 
of the markets monitored by Colliers where prime office yields 
increased in H1 2015. 

Going forward, yield compression is expected in Dublin and 
the UK (London City, Birmingham and Bristol) and across the 
wider Benelux region (Amsterdam, Rotterdam, Brussels and 
Antwerp). Prime office yields are forecast stable in Germany’s 
Big-6, Paris, Madrid, Barcelona and Milan, while Lisbon may still 
see yield-driven capital values growth. In CEE, there is margin 
for further yield compression in a number of cities including 
Prague, Budapest, Bucharest and Sofia. Reflecting recent political 
uncertainty, office yields are on the other hand susceptible to 
increase in Istanbul.

Prime CBD Net Office Rent; % change; end of June 2015 vs. end of December 2014
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CITY COUNTRY PRIME CBD 
NET RENT

6M 
CHANGE

12M 
CHANGE

OUTLOOK AVERAGE CBD 
CLASS A NET 

RENT  

PRIME YIELD 6M 
CHANGE 

(BPS)

12M 
CHANGE 

(BPS)

OUTLOOK

Vienna Austria EUR/sqm/month 28.0 0.0 0.0  19.5 3.60% -20 -20 

Minsk Belarus EUR/sqm/month 32.0 -5.9 -13.5  24.0 12.50% -50 -200 

Antwerp Belgium EUR/sqm/month 12.5 0.0 4.2  10.4 7.00% 0 0 

Brussels Belgium EUR/sqm/month 22.1 0.0 0.0  15.8 5.75% 0 -25 

Sofia Bulgaria EUR/sqm/month 13.0 0.0 0.0  10.5 8.50% -50 -100 

Zagreb Croatia EUR/sqm/month 15.0 0.0 0.0  12.0 8.17% -33 -33 

Prague Czech Republic EUR/sqm/month 19.4 -0.5 -0.5  13.3 5.75% -25 -50 

Copenhagen Denmark DKK/sqm/year 1,800.0 0.0 0.0  1,300.0 5.00% -50 -50 

Tallinn Estonia EUR/sqm/month 16.0 0.0 0.0  14.4 6.80% -30 -70 

Paris France EUR/sqm/month 62.5 0.0 0.0  54.0 3.90% 0 -10 

Tbilisi Georgia USD/sqm/month 23.5 12.0 12.0  15.7 12.00% 0 0 

Berlin Germany EUR/sqm/month 27.5 1.9 0.0  19.0 4.50% 0 0 

Düsseldorf Germany EUR/sqm/month 26.0 0.0 -5.5  19.9 4.90% 0 -20 

Frankfurt Germany EUR/sqm/month 38.5 1.3 1.3  33.0 4.60% -15 -25 

Hamburg Germany EUR/sqm/month 24.5 0.0 0.0  22.5 4.30% -20 -20 

Munich Germany EUR/sqm/month 41.0 0.0 -1.2  29.5 3.75% -25 -50 

Stuttgart Germany EUR/sqm/month 21.0 -2.3 -2.3  18.0 4.80% -30 -30 

Budapest Hungary EUR/sqm/month 18.0 0.0 0.0  12.5 7.10% -15 -40 

Dublin Ireland EUR/sqm/year 600.0 25.0 42.9  500.0 4.50% -50 -100 

Milan Italy EUR/sqm/month 39.6 2.5 9.9  32.5 5.60% -30 -30 

Rome Italy EUR/sqm/month 34.6 -0.6 4.8  26.3 6.20% -30 -30 

Riga Latvia EUR/sqm/month 17.0 0.0 6.3  14.0 7.75% -25 0 

Vilnius Lithuania EUR/sqm/month 17.4 0.0 0.0  15.5 7.00% -50 -75 

Amsterdam Netherlands EUR/sqm/year 355.0 1.4 4.4  254.0 5.90% 0 -20 

Eindhoven Netherlands EUR/sqm/year 185.0 0.0 -2.6 n/a 131.0 n/a n/a n/a n/a

Rotterdam Netherlands EUR/sqm/year 235.0 0.0 0.0  143.0 6.60% -20 -20 

Oslo Norway NOK/sqm/year 4,500.0 0.0 4.7  3,800.0 4.40% -40 -60 

Krakow Poland EUR/sqm/month 15.5 0.0 0.0  13.7 7.35% -15 -15 

Poznan Poland EUR/sqm/month 15.0 0.0 -3.2  13.0 7.50% -25 -25 

Tricity Poland EUR/sqm/month 15.0 0.0 0.0  13.3 8.25% 0 0 

Warsaw Poland EUR/sqm/month 23.0 -4.2 -4.2  15.8 6.00% 0 0 

Wroclaw Poland EUR/sqm/month 15.2 2.7 1.3  13.5 6.75% -25 -25 

Lisbon Portugal EUR/sqm/month 19.5 4.0 4.0  15.8 7.75% -25 -25 

Bucharest Romania EUR/sqm/month 17.0 0.0 0.0  14.5 7.75% 0 -25 

Moscow Russia EUR/sqm/month 70.0 0.0 -7.3  50.2 10.00% 0 150 

Saint Petersburg Russia EUR/sqm/month 38.0 -6.4 -30.0  23.5 9.50% 50 50 

Jeddah Saudi Arabia SAR/sqm/year 1,600.0 18.5 20.8  1,045.0 8.00% 0 -100 

Riyadh Saudi Arabia SAR/sqm/year 2,070.0 -10.0 -10.0  1,750.0 10.0% 0 0 

Belgrade Serbia EUR/sqm/month 17.0 0.0 0.0  15.5 9.00% 0 0 

Bratislava Slovakia EUR/sqm/month 15.5 6.9 6.9  11.0 7.00% -50 -50 

Barcelona Spain EUR/sqm/month 18.5 2.8 5.7  15.5 5.25% 0 -75 

Madrid Spain EUR/sqm/month 26.0 2.0 6.1  20.5 4.75% -25 -100 

Stockholm Sweden SEK/sqm/year 5,800.0 2.7 2.7  4,850.0 4.25% -25 -25 

Geneva Switzerland CHF/sqm/year 800.0 -3.0 -4.2  570.0 4.40% -10 -10 

Zurich Switzerland CHF/sqm/year 875.0 2.9 12.2  486.0 3.20% -30 -40 

Istanbul Turkey USD/sqm/month 45.0 0.0 0.0  33.2 7.00% 0 0 

Kyiv Ukraine USD/sqm/month 29.0 -6.5 -9.4  15.0 13.00% 0 100 

Abu Dhabi United Arab Emirates USD/sqm/month 42.0 7.7 7.7  31.8 10.00% 0 0 

Dubai United Arab Emirates USD/sqm/month 60.0 0.0 15.7  40.9 10.00% 0 0 

Belfast United Kingdom GBP/sqft/year 15.5 6.9 10.7  n/a 6.25% 0 0 

Birmingham United Kingdom GBP/sqft/year 30.0 0.0 5.3  23.0 5.25% 0 -50 

Bristol United Kingdom GBP/sqft/year 28.5 1.8 3.6  n/a 5.00% -75 -75 

Edinburgh United Kingdom GBP/sqft/year 28.5 3.6 3.6  21.0 5.75% 0 -25 

Glasgow United Kingdom GBP/sqft/year 29.0 0.0 0.0  27.0 5.75% 0 -25 

Leeds United Kingdom GBP/sqft/year 27.0 0.0 0.0  21.0 5.50% 0 0 

London – City United Kingdom GBP/sqft/year 67.5 3.8 12.5  56.0 4.00% -25 -50 

London – West End United Kingdom GBP/sqft/year 122.5 0.0 2.1  95.0 3.50% 0 -25 

Manchester United Kingdom GBP/sqft/year 34.0 4.6 6.3  25.0 5.00% 0 -50 
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