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Property Times

Warsaw

As a result of global economic slowdown, in Q3 2009 office
market in Warsaw continued its weak performance, especially in

terms of demand.

In the analysed period, three office buildings with a total space of
over 50,000 sq m were completed, bringing the total stock to

3.2 million sq m.

Including office space scheduled for delivery in Q4 2009, the
annual volume of completions throughout the year is going to
reach nearly 260,000 sq m, which will be the highest value

recorded on the market since 2001.

In Q3 2009, the total volume of leasing transactions, excluding
renegotiations stood at 55,800 sq m, which represents a 56%
decrease in comparison to Q3 2008. The majority of deals were
signed in three non-central districts: South West, Upper South

and Lower South.

Renewals of existing lease contracts and sublease deals were

still visible trends on the Warsaw market.

As a consequence of weak demand and a high level of
deliveries, the vacancy rate increased from 4.5% in Q1 2009 to
7.1%. Including the sub-let space, the availability ratio would

grow to 8.8%.

Pri me rents

locationsa n d

we r €5 pertsq min teetrale | of
-li71o6Gt of the city centre. As a result of strong

supply and weak leasing activity, landlords continued to offer
high incentive packages, which exerted a downward pressure on

effective rents.



Office Market

Supply

At the end of Q3 2009, the total modern office stock in
Warsaw exceeded 3.2 million sq m. In the analysed
period, three office buildings with a total space of over
50,000 sq m were delivered to the market, all of them
located in two major out of central business districts i the
Upper South and the South West (figure 2).
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New office supply by subzones, Q3 2009
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Figure 3

Pipeline supply scheduled for delivery in Q4 2009 is
estimated at 33,000 sq m, which is going to bring the
annual volume of completions in 2009 close to
260,000 sqg m.

Since the end of 2008, developers have been
experiencing problems with obtaining financing for their
projects. Therefore, the delivery of many pipeline
schemes was or will be delayed or placed on hold.

Additionally, the economic slowdown and weakening
demand for office space is forcing investors and
developers to be more cautious regarding
commencement of new schemes. As a result of the
factors mentioned above, supply in the following years is
going to be lower than in the boom period of 2006-2009
(figure 3).

The vast majority of the projects scheduled for
completion over the next 2-3 years are going to be
located out of the city centre, predominantly in the Upper
South and South West subzones (figure 4). It will result in
the strengthening of their position as the main non-
central business districts.
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Figure 4

Pipeline office supply by subzones, Q4 2009-2012
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Office Market

Demand

Demand for modern office space in Q3 2009 has
remained relatively weak, which is reflected in a low level
of leasing activity recorded in the analysed period.

The take-up, excluding renegotiations, stood at

55,800 sq m, which represents a 56% decrease in
comparison to the corresponding period of 2008

(figure 5). Including renegotiations, the volume of leasing
transactions was at a level of 74,700 sq m. It is worth
mentioning that the take-up in Q3 2009 increased by
almost 17% in comparison to the previous quarter.

Figure 5

Figure 6

Quarterly office take-up
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Whereas in the first half of the year, the vast majority of
transactions (over 40% of the total take-up) occurred in
the Upper South subzone, in Q3 2009 there were three
districts holding a similar market share: South West,
Upper South and Lower South (figure 6).

As a result of the economic slowdown, companies are
still more willing to renegotiate their leases than relocate
to new office premises.

Weaker demand is also reflected in an increasing amount
of office space offered for sublease. At the end of Q3
2009 this space was estimated at nearly 60,000 sg m in
comparison to 50,000 sq m recorded in the previous
quarter.

DTZ forecasts that demand in 2009 and 2010 is going to
be much weaker than in the last few years. However,
next year the market activity should increase in
comparison to 2009 (figures 7 and 8).
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Figure 8

Annual office supply and take-up
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Office Market

Vacancy
Figure 9

As a consequence of weak demand and a large volume
of new deliveries, the vacancy rate increased to 7.1% at
the end of Q3 2009 (compared to 4.5% recorded in Q1

Office vacancy by subzones, Q3 2009

2009). The availability ratio in central subzones stood at West
7.8% and was higher than out of the city centre (6.7%). East
South West

Office space offered for sublease is not included in the North
vacancy statistics. After calculating the estimated sublet South East
space, the availability ratio grows to 8.8%. City Centre
Core

The vacancy rate in the Lower South subzone remained
the highest among other districts. The availability ratio in
the Upper South increased from 4% in Q1 2009 to 9.3%
at the end of Q3 2009, which is the highest growth 0.0% 4.0% 8.0% 12.0% 16.0%
among other districts in Warsaw and results mainly from
large amount of new completions in this location.

Upper South

Lower South 4%

Source: DTZ Research, WRF

Taking into consideration the current and forecast
conditions on the Warsaw office market, the vacancy rate
is likely to increase further over Q4 2009 and may reach Office vacancy levels
8-9% at the end of the year. Assuming improvement of
the economic situation in 2010 and a lower level of new
supply, the availability ratio may start to fall again (figure
10). 20
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As a result of weakening demand and growing Prime office rental levels
competition, landlords are forced to offer higher incentive alsqm/
packages. Consequently, effective rents are currently 20- month
25% lower than headline rents. 35
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According to DTZ, prime asking rents in Warsaw are 25 x// %
likely to remain relatively stable over 2009-2010. 20 \
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Major buildings and transactions

Table 1

Office buildings completed in Q3 2009

Building Of?scqer:;ea District Developer coxiﬁ:t?g?l/ ﬁ[ate
Park Postnpu 34,000 Upper South Echo Investment 44%
Bosch 8,900 South West Bosch 0%
Batory Il 7,800 South West Liebrecht&wooD 100%
Source: DTZ Research, WRF
Table 2
Major pipeline office projects scheduled for delivery in Q2 2009-Q2 2010
Building Office area District Developer

(sq m)
New City Mokot - 38,000 Upper South ECI
Poleczki Business Park | 38,000 Lower South UBM / CA Immo International
Crown Square 17,000 West Ghelamco
Catalina Office Center 14,200 Upper South Catalina Group
Adgar Plaza Il 11,600 Upper South Adgar
Platinium Business Park Il 10,000 Upper South GTC

Source: DTZ Research, WRF

Table 3

Major leasing transactions signed in Q3 2009

Office area leased

Tenant (sq m) Building District Type of transaction
PORR 4,100 Poleczki Business Park | Lower South Pre-let

Fiat Group 3,100 Catalina Office Center Upper South Pre-let

MTV 2,400 Trinity Park Ill Upper South New deal
Enterprise Investors 2,100 Warsaw Financial Center Core Renewal
Agros Nova 2,000 Blue Point East Renewal
Chadbourne & Parke 1,900 Warsaw Financial Center Core Renewal
Whirlpool 1,600 Wi rowy BP F South West Renewal
Carlson Wagonlit 1,550 Empark Saturn Upper South Renewal
Trinity Corporate Services 1,500 Swede Center City Centre Renewal

Source: DTZ Research, WRF
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Map

Warsaw office subzones map
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