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In Q2 2017, only one (Katrinas Osta) office project with GLA

Baltic States
Office Market
Development in the Tallinn office market remains active with a
total area of approx 107,800 sqm under construction in June
2017. Q2 2017 saw completion of a new 14-storey office
building at Mustamäe tee 3 (the new Telia HQ) and Töökoja 2
Office Building, occupied by companies providing healthcare
services, while business newspaper Äripäev moved to new
premises in Lutheri BC in June. In Q2 2017, Tele2 signed a
pre-lease agreement with Mainor Ülemiste to occupy 2,000
sqm in the newly developing Öpik B building in Ülemiste City
in 2018, while Eesti Meedia (8,000 sqm) will move in summer
2019 to a new office building developed by Fausto in
Zelluloosi Quarter. Rent rates in Q2 2017 remained stable,
although some downward pressure on rents in existing Class
B1 and Class B2 office buildings increased. Vacancy rates are
fluctuating around the 8 per cent level, showing upward
movement in Class A as well as in Class B2 office buildings.
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1,585 sqm was commissioned in Riga, while nearly 47,000
sqm of total leasable office space was in the active
construction stage. An active leasing market resulted in a
decrease in vacant office space in Q2 2017. Total take-up of
office space reached approx 14,000 sqm during the first half
of 2017. Companies from the finance and IT sectors were still
the main drivers in the leasing market in Riga. Rent rates
remained stable compared to the previous quarter, while the
vacancy level decreased significantly in Class A office
buildings and slightly decreased in Class B1 office buildings
due to a noticeable number of relocations to higher quality
office premises.
In Q2 2017, Vilnius office stock was supplemented by B
Nordic 26 BC (GLA 5,600 sqm, Class B1), while YIT Kausta
started construction work on the Duetto II BC (GLA 8,330
sqm, Class B1). In total, over 120,000 sqm of leasable office
space was under construction, of which more than half is
planned fore delivery in 2017. Q2 2017 saw several large prelease agreements signed by ICT companies, such as Alna
Group to occupy 3,000 sqm in Park Town BC (stage I) and
Teltonika to occupy 2,400 sqm in Link BC. Rent rates
remained unchanged, while vacancy experienced a decrease
in Class A business centres due to gradual high-quality office
space absorption, but continued to increase in Class B1
business centres due to new supply.
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In Q2 2017, the Tallinn retail market remained reasonably
active due to the opening of the new Balti Jaama Market in
May. Balti Jaama Market, with Selver and MyFitness as
anchor tenants and almost 300 different traders and shops in
total, covers ca 19,500 sqm of space.

Key Office Figures in the Baltic States, Q2 2017
CLASS

TALLINN

RIGA

VILNIUS

A Class Rents

12.9-16.2

13.0-16.0

13.5-16.5

B1 Class Rents

8.5-13.5

9.0-12.0

9.0-13.5

A Vacancy*, %

5-6%

4-5%

2-3%

B1 Vacancy*, %

6-7%

7-8%

8-9%

Source: Colliers International

EUR/sqm/month; *-speculative office market vacancy rate

The end of Q1 2017 saw the opening of the Lasnamäe Health
Building which, in addition to companies providing healthcare
services, houses a Konsum grocery store, a MyFitness club and
several smaller stores. Additionally, three Selver stores
(Tähesaju, Baltijaama and Sepapaja) occupying 4,645 sqm of
leasable area in total opened in Tallinn in Q2 2017, indicating
continually tightening competition in the grocery segment.

Key Retail Figures in the Baltic States, Q2 2017
Tallinn

Riga

Vilnius

Prime SC Rents*

23-48

30-55

25-48

Prime High Street Rents*

30-45

40-50

28-60

Vacancy in SC

0.9%

7.1%

1.6%

Retail Trends

*EUR/sqm/month; SC – shopping centre

Source: Colliers International

In Q2 2017, the Riga retail development market experienced
stability. Linstow Center Management announced the planned
start of expansion work on SC Origo and SC Alfa. Rent rates
remained unchanged, while vacancy underwent an increase
from 2.5 per cent in Q1 2017 to 7.1 per cent in Q2 2017, driven
by the closure of three Prisma hypermarkets in Riga due to the
Prisma grocery chain leaving the Latvian market. Maxima is
expected to open a new hypermarket in SC Riga Plaza,
occupying 4,800 sqm of space vacated by Prisma.

The industrial development segment remains active in the
Tallinn region with a total area of approx 110,000 sqm under
construction in June 2017, although development activity is
slowing down (especially in industrial parks across Tallinn).
Leasing activity started to gain momentum at the end of spring –
beginning of summer 2017 with some remarkable lease deals
closed or in the pipeline. Demand is largely driven by the
production and manufacturing sectors, followed by wholesale
and retail companies. Rent rates in Q2 2017 remained
unchanged, while vacancy showed downward movement.

Key Industrial Figures in the Baltic States, Q2 2017
Riga

Vilnius

Prime Rents*

4.0-5.1

3.5-4.5

3.8-5.2

Vacancy

5.8%

4.9%

2.6%

*EUR/sqm/month

Source: Colliers International

In Q2 2017, industrial stock in Riga increased by 5,700 sqm.
Thus, LNK Group continues its development of Baltijas
Industrialais Parks through the commissioning of two smaller
warehouse buildings, while construction work on a new project
at Rezeknes 1 continues in full swing. In Q2 2017, total industrial
space in the active construction stage stood at ca 63,700 sqm,
of which more than 33,700 sqm is planned to be delivered by
the end of Q3 2017. The total take-up of Q2 2017 accounted for
6,700 sqm, which is slightly lower compared to 9,200 sqm in
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Q2 2016. Rent rates remained at the Q1 2017 level, while total
vacancy slightly decreased to 4.9 per cent.

Industrial Market

Tallinn

In Q2 2017, the Vilnius retail market saw completion of IKEA
expansion by 3,600 sqm. The Finnish grocery chain Prisma
closed all its stores in Lithuania in June, confirming fierce
competition in the retail sector, although Pepco, a European
chain of discount shops, announced its entry to the Lithuanian
market by the end of the year instead. Shopping centres
continued to enhance their leisure offer - the first People fitness
club (1,500 sqm) opened in the Panorama shopping centre.
Street retail remained dynamic, especially in the restaurant and
café segments. Vacancy remained unchanged, while rent rates
in prime shopping centres fluctuated within a similar range
compared to the previous quarter.

In Q2 2017, the Vilnius industrial market saw the commissioning
of two built-to-suit warehouse developments, namely BSP LC
(12,100 sqm) for logistics company Rhenus Svoris and AD REM
LC (7,150 sqm) for children’s retailer Kotryna. Additionally, two
built-to-suit and three speculative objects are expected to
supplement the market with 47,000 sqm of new and modern
warehouse space by the end of the year. The large new
speculative Liepkalnio Industrial Park project (stage I, GBA
16,180 sqm) successfully collected pre-lease agreements,
confirming strong demand for quality warehouse space.
Although vacancy slightly increased, it maintained a low level:
below 3 per cent. Rent rates showed no changes and are
expected to fluctuate within the same range during the second
half of the year.
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Investment Market
Total known investment volume in Estonia amounted to EUR
133 million in Q2 2017, driven by the sale of the VGP Park
Nehatu and investment activity in the retail segment. The
most notable deals in Q2 2017 included the purchase of the
VGP Nehatu logistics park for EUR 54 million by East Capital
from VGP and the sale of the three K-rauta DIY stores in
Estonia by Kesko Senukai to property investment company
UAB Baltic Retail Properties. Other notable deals included the
sale of Narva Prisma hypermarket by EfTEN Capital to Corum
for EUR 16.7 million and the acquisition by Italian investors of
the Hobujaama 4 office building in Tallinn with at a price over
EUR 15 million. Some slight prime yield compression by ca
10–15 bps continued in the office segment in Q2 2017.

Key Investment Figures in the Baltic States, Q2 2017
Prime Yields

Estonia

Latvia

Lithuania

Office

6.25%

6.75%

Retail

6.5%

6.75%

6.5%
6.5%

Industrial

7.75%

8.0%

8.0%

Source: Colliers International

In Q2 2017, the investment market in Latvia accelerated, with
investment volume reaching EUR 55 million, driven by activity
in the retail and industrial segments. Still, such a relatively
small investment volume can be explained by a shortage of
attractive investment grade products in Riga. The most
notable deal was the sale of the Kesko portfolio, including four
DIY stores in Latvia anchored by Kesko Senukai, to property
investment company UAB Baltic Retail Properties. In Q2 2017,
prime yields slightly compressed in the office and retail
segments from 6.8 to 6.75 per cent, while prime industrial
yields compressed by 25 bps and stood at 8.0 per cent.
Investment in the Lithuanian real estate market accelerated in
Q2 2017. The office segment continued to attract major
investments, recording the acquisition of Vertas BC by
Eastnine and new office building Penta BC under construction
by Technopolis. The retail segment also captured some
significant deals. W. P. Carey, the American investor,
considerably expanded its portfolio in the Baltics, including the
acquisition of 11 stores and a logistics property in Lithuania. In
addition, Sportland LT acquired retail and administrative
premises in Gedimino Ave. 20, part of which was previously
leased to Marks & Spencer. Prime yields in Vilnius
experienced downward pressure in all commercial property
segments, compressing by ca 25 bps.
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> Estonia's GDP increased 4.4% in Q1 2017 compared to Q1
2016, driven the most by manufacturing. Also trade and
construction activities contributed significantly to the
economic growth. In Q1 2017, as compared to Q1 2016,
GDP has increased by 4.0% in Latvia (mainly driven by
growth in manufacturing, transportation and storage,
construction and trade activities sectors). The GDP growth
in Lithuania was 3.9% y-o-y in Q1 2017. The fastest growth
in the value added was observed in enterprises engaged in
manufacture (5.8%), construction (5.5%), and wholesale
and retail trade, repair of motor vehicles and motorcycles,
transportation and storage, accommodation and food
service activities (5.4%).
> In Q2 2017, the lowest registered unemployment rate of
the country's working age population was recorded in in
Estonia (4.7%), while in Latvia and Lithuania, it stood at
7.5%. Over a quarter, in Estonia, the registered
unemployment rate decreased by 0.3 percentage points, in
Latvia – decreased by 0.9 percentage points, while in
Lithuania, it decreased by 1.1 percentage points.
> In Q2 2017, inflation (HICP): in Estonia stood at 3.4%
compared with 3.1% in Q1 2017; in Latvia slightly
decreased to 3.0% in Q2 2017 from 3.1% in Q1 2017; in
Lithuania rose to 3.3% in Q2 2017 from 3.0% in Q1 2017.
> In Q2 2017, the retail sales index rose by 2.6% in Estonia
and by 3.3% in Latvia. One of the highest annual increases
in total retail trade among the EU Member States was
continually registered in Lithuania (+4.6% y-o-y in Q2
2017), according to Eurostat.
> In Q1 2017, the average monthly gross wages and salaries
were EUR 1,153 in Estonia, and compared to Q1 2016, the
average monthly gross earnings grew by 5.7%, while real
wages increased by 2.6%. Compared to Q1 2016, gross
wages and salaries in Q1 2017 have risen by 7.2% in Latvia
– from EUR 827 to EUR 886, while real wages increased
by 3.1%. In Q1 2017, against Q1 2016, average gross
monthly earnings increased by 9.3% in Lithuania and
amounted to EUR 818, while real wages increased by
7.4%.
Source: National Statistics, Eurostat
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