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Investment
market

Full basket, low tickets

The most significant challenge over the past
two years has been the disparity in price
expectations between sellers and buyers.
Some wanted to sell at pre-pandemic
prices, while others sought discounts

due to current market condition. This
discrepancy often delayed the finalization
of many transactions. However,

such an impasse was unsustainable,
necessitating deals to occur.

Consequently, we are witnessing more
compromises on pricing from both

sides. While time has played a role

in this adjustment, the market is still

not witnessing significant discounts akin
to those seen in other European countries.
This reaffirms Poland’s robust and strong
position in the international real estate
arena. However, the Q1 2024 period
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ended with EUR 364 million of total
investment volume, what is the weakest
startin recent years. What is interesting,
25% of the invested capital comes

from Polish investors.

The warehouse sector continues to lead
the Polish investment market, being
responsible for 38% of total investment
volume. Unchangeably, vast majority

of office transactions took place in Warsaw,
while retail investment was again
dominated by the retail park product.

The market saw also two deals closed

in Warsaw in the living sector and two hotels
sold in touristic cities by the seaside.

In Q1 2024 the market kept the moderate
liquidity, while the opportunistic

character of the sold assets determined
the low investment volume.
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Investment
market

Average deal value (€ million) and number of transactions in Q1 periods
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Industrial
market

Industrial investors waiting

for bigger discounts

In the warehouse sector, the disparity
between the price expectations of sellers
and buyers is particularly visible. While
transactions are occurring, their

scale is somewhat limited due to this
misalignment. Investors seem to be taking
longer to reconcile their price expectations,
and there is a notable absence of major
players capable of executing large-scale
deals exceeding EUR 100 million.

In Q1 2024 industrial sector saw 6 closed
deals, totalling EUR 138 million. Thus,
industrial market represented the highest
share (38%) in the volume transacted

in Poland in the analysed period.

The biggest transaction recorded,

not only regarding warehouse sector
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but the whole investment market,

was the portfolio acquisition of two Warsaw
West Parks by Hillwood from DWS.

This deal was responsible for 40%

of the sector’s volume.

The stabilisation of the economic situation
in Poland in 2024 will allow for increased
investors’ activity. The market is moving
towards a price consensus, which

is expected by all market participants.
Aligning their expectations of investment
returns with the dynamics of changing
rental levels, financing costs and property
valuations may result in higher volumes

in the upcoming quarters.
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Office
market

Nothing but Warsaw

Are offices in crisis? While there remains
an appetite for office assets, the market

is highly selective, with investors carefully
seeking out opportunities. Deals are taking
longer to materialize. Interestingly, 2023
saw a surge in completed transactions

in Warsaw, but we observe now growing
investor interest in regional cities

as well, evidenced by ongoing discussions
between sellers and buyers.

Nevertheless, it was office properties

in Warsaw that were targeted by investors
at the beginning of the year. Interestingly,
5 out of 7 acquired office buildings

in Warsaw are situated outside the city
centre, in the area of Stuzewiec, Zwirki
and Wigury Corridor, and the West office
zone. Total office investment volume

of EUR 107 million was associated with
value-add and opportunistic assets,
indicating a growing trend towards

the redevelopment into new functions,

Office investment volume share
in Q1 2024 by asset location

particularly residential. This trend

is underscored by 2 closed transactions
specifically focused on redevelopment

for residential and PBSA purposes, namely
Curtis Plaza and Lipowy Office Park C&D.
The sole transaction in regional markets
occurred in the Wroctaw, with Avison Young
advisors representing the buy-side.

Notably, there is a noticeable absence

of core capital, with more activity seen
among value-add and opportunistic
investors, who are prudent in their
approach and seek out opportunities
without overpaying for assets. The Avison
Young team has several compelling office
deals available for sale and is actively
seeking capital interested in such assets.
The key to revitalizing the office sector
will likely be a reduction in interest rates,
which would spur a return of larger-
scale office building transactions.
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Retail
market

Retail parks growing bigger

The retail sector, particularly the retail park
and convenience segment, remains a focal
point in the real estate discussions. In 2023,
retail parks and convenience facilities made
up 56% of the sector’s total investment
volume, also representing about half

of all transactions. As of Q1 2024, Poland

has already seen 4 transactions involving
such assets, with Avison Young playing

a prominent role as the advisor on the selling
side. Furthermore, additional projects

are slated for finalization in the near future.
The most active buyer was Polish TERG, which
is developing its Aura Park retail park chain.

Interestingly, 3 of 4 retail parks sold exceed
5,000 sgm of GLA and are new developments
(less than 2 years on the market), what
confirms the noticeable shift towards larger
projects. Currently, there are 37 bigger

retail parks (GLA > 5,000 sq m.) either

being built or expanded, including 6 that
exceed 20,000 sgm. Despite retail parks,
which stood for 81% of retail investment
volume in Q1 2024 period, two remaining
transactions regarded Galeria Sandecja

in Nowy Sacz acquired by Focus Estate
Fund and Tesco in Géra Kalwaria dedicated
for redevelopment and change of function.

Retail parks continue to be regarded

as areliable and secure investment option,
often offering a more cost-effective entry
point, with the average transaction value
typically ranging between EUR 5-15 million.
What should be highlighted, despite
challenges such as the COVID-19 pandemic,
the war in Ukraine, and inflation,

the retail sector has demonstrated
remarkable agility in adjusting prices

to meet buyers’ expectations.

Retail investment volumes (€ million)

in Q1 2024 by property type
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Retail parks sold
in Q1 2024
Name Location GLA (sqm) Purchaser
Aniotéw Park Czestochowa 18,000 TERG
Rock Park Przeworsk Przeworsk 6,800 TERG
Retail Park in ltawa ltawa 5,400 LCP
Retail Park in Stalowa Wola Stalowa Wola 4,050 TERG
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PRS

New alliances, new projects

There is a noticeable trend towards the development

of new collaboration models among investors, developers,
and property owners. The market is actively seeking
alternative solutions and transaction structures to facilitate
investment. Consequently, we are witnessing the emergence
of new platforms, such as those for Private Rented Sector
(PRS) or student housing, and an increase in joint-venture
projects. These collaborative efforts allow entities to share
the investment costs, thereby enhancing liquidity and enabling
the pursuit of additional projects or the expansion of scale
directly.

Q1 2024 saw only two closed transactions on the PRS market,
both regarding Warsaw. One of them involved NREP’s acquisition
of the Noli Mokotéw co-living project located in Stuzewiec from
YIT Development. Additionally, Van Der Vorm purchased an
entire residential building in the area of Praga. Looking

ahead to Q2 2024, we anticipate the closure of another

PRS stock development in Poland
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two transactions, both to be acquired by Heimstaden Bostad.
On behalf of this investor, Avison Young Technical Advisory
team supervises the construction progress of Wschodu
Stonca project, which will deliver over 400 PRS units and will
be one of the biggest PRS investments scheduled for 2024.

In 2024, the Private Rented Sector in Poland celebrates its 10th
anniversary since the inaugural transaction in 2014, initiated
by the Fundusz Mieszkan na Wynajem in Poznan. Although

the PRS market in Poland is still at its emerging stage compared
to its counterparts in Western Europe, we are witnessing

its tremendous dynamics. Assuming that all projects

due for completion in 2024 are finalized as planned, the market
will experience a fivefold increase within five years. Worth
noting, the regional markets are currently responsible for over
half of the existing stock, as well as developments under
construction.
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Looking forward

A tentative, moderate optimism was noticeable in the mood

at MIPIM. There was a lot of talk about Poland in the context

of a stable, economically strong market, providing good conditions
for real estate investment. As a result, we anticipate the entry

of more new players into the Polish market this year.

Based on our own projects and discussions with other market
participants, we observe that numerous properties across
various sectors are currently in the bidding, due diligence, or even
finalization phase. However, these projects are not large-scale

or spectacular in nature; nevertheless, as the market conditions

improve, we anticipate such projects to emerge.

Despite this, we remain optimistic about the number

of transactions and hope that the investment volume in 2024 will
surpass that of 2023, signalling growth in the subsequent years.
Nonetheless, it is expected to take some time to return to the full

liquidity seen in previous years.
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Will it not get any worse? The market is currently awaiting

a potential decrease in interest rates, anticipated in the second
half of the year. This would signal the return of more affordable
financing and likely stimulate increased investor activity.
Presently, the main concern lies not in the availability of capital
but rather in its cost.

Until interest rates begin to decline, the market is not expected
to operate at its full capacity. However, once rates do decrease,
we can anticipate a surge in purchasing activity. Therefore, those
who are well-prepared, having thoroughly analysed the market
and identified promising assets,

will be poised to capitalize

on this opportunity. Being

better prepared than

the competition to swiftly

make offers and finalize deals

will be crucial in emerging

as winners in this scenario.
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