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Prime logistics properties has shown to inherit
many features that should be favourable in the
current market situation, such as long lease
terms and stable rent levels compared with
other property segments. Adding the strong
growth in international trade and positive trend
for the transportation industry, there is clearly an
interesting case for logistics properties.
The Swedish economy

Sweden’s strong GDP growth, during
2010 and the beginning of 2011,
weakened substantially in the end
of 2011 and 2012 is expected to be
a very modest year in terms of GDP
growth. The slowdown is primarily
related to lower demand for Swedish
exports to the weakened euro-zone. In
the latter part of 2011 negative signals
was noted with lower incoming orders
and a declining industrial production
index, which is obviously worrying for
a small export-dependent country like
Sweden.
Furthermore, the risks of a weaker
housing market and uncertainty
regarding future economic
development has led to high savings
ratios among the Swedish households,
which is expected to remain at high
levels and has led to a negative
impact on private consumption. A
deteriorating economic climate may
lead to companies slowing down plans
for investment, leading to a negative
impact on the labour market with rising
unemployment as a result. However,
Sweden´s stable public finances
leaves room for an expansionary
monetary policy, which will most likely
mitigate these effects and contribute
to a significant increase of GDP and
employment from the end of 2012.

Capital markets

Banks in Sweden are well positioned
in a European comparison with
very satisfying capital adequacy
requirements as well as good profits.
Yet the availability of bank financing
for property investments is very limited
at the moment. The reason is the
defensive attitude from lenders, mainly
due to the uncertainties related to the
European capital markets. As future
refinancing costs are uncertain, lenders
avoid all risk-associated exposures
in order to be well positioned for an
uncertain future as well as stricter
covenants imposed by regulations
such as Basel 3. To stimulate the
economy the central bank recently
lowered the repo rate to 1.50 % from
the past rate at 1.75 %. The repo rate
is predicted to remain stable for the
next two years.

SUMMARY
Prime logistics in demand
■ There is concern about uncertain macroeconomic
outlook and possible impact on international trade
and transport volumes. Strong public finances do
however provide room for public measures to mitigate
the impact of the troubled euro-zone.
■ The financial turmoil has led to a very restrictive
lending policy among the banks. Logistics properties
are no exception, despite often very stable cashflows.
■ Figures for new construction of logistics properties
will be significant for 2012, with an increased focus on
environmental aspects.
■ New construction moves further away from the
larger urban areas. Peripheral industrial parks and
strategic locations between the larger city regions are
increasing in popularity.
■ Transaction volumes for logistics properties are
growing compared to other property segments. The
investment market is highly segmented between
prime and secondary facilities as a consequence
of a stronger preference for stabile cash-flows and
financing problems for riskier investments.
■ The strong preference for quality in the current
investment market has hit secondary logistics
properties hard.

TABLE 1

Economic indicators year-end figures, forecasts for 2012 and 2013
2009

2010

2011

2012

2013

GDP

-5.0%

6.1%

3.9%

0.4%

2.5%

Trade balance

-1.3%

-0.1%

0.7%

0.2%

-0.3%

Unemployment

8.3%

8.4%

7.5%

7.7%

7.7%

Average disposable income

2.2%

1.2%

3.3%

2.3%

2.1%

Inflation

1.9%

1.9%

1.4%

1.4%

1.4%

Repo rate

0.3%

1.3%

1.8%

1.5%

1.5%

Table source: National Institute of Economic Research
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Production and
transport sectors

Over the past decade the domestic
transport volumes (in tonne kilometres)
have shown strong correlation with
the industrial production index (Graph
2). Interesting to note is that even
though the transport volumes follow
the industrial production, the turnover
for the transportation industry, in real
terms, clearly outperforms the growth
in the amount of transported goods.
The fact that industrial companies are
increasing sales at a quicker rate than
transported volume is a clear trend that
most likely is due to greater volumes of
high quality goods and more complex
distribution services.

Confidence indicators

The confidence indicator for the
industrial production industry (Q1
2012) is currently at the level of -3,
which is slightly over the five year
average at -5. The confidence indicator
is based on questions to industrial
production companies in regards to
incoming orders, stock keepings,
expected production etc. The indicator
is the net sum of companies with a
positive/negative outlook. Hence the
current level of the indicator should
be interpreted as a great uncertainty
within the sector regarding the future
development, even though there was a
pick-up in the first quarter of 2012.
The retail consumption should for
natural reasons be an indicator closely
linked with the volume of transported
goods. The confidence indicator for
the retail sector has been recovering
since Q3 2011, coming from very
negative levels, which further supports
a more optimistic view of the need for
transportation and logistics services.

GRAPH 1
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Sweden is a very export oriented
country, with a total export turnover of
approximately SEK 1 242bn in 2011.
The total import turnover for 2011 was
approximately SEK 1 127bn resulting
in a trade surplus of about SEK 115 bn.
As can be seen from the trend in Graph
1, imports and exports have a stronger
trend than the general GDP growth.
The trade balance is however fairly
stable as import and export volumes
have been closely linked over the past
decade. To sum it up, the Swedish
economy is becoming increasingly
driven by imports and exports of
goods and this development is likely to
be sustained as international trade and
cooperation within the European Union
increases. The increased cross-border
trade is positive for the transportation
industry but simultaneously causes
uncertainty about future economic
development in general as the Swedish
economy’s exposure to international
capital markets and exchange rates
intensifies.
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GRAPH 2

Transport sector turnover and volume
of transported goods Strong turnover
development for the transport sector
Turnover for the transport sector

Traffic volumes

Serie1

Despite the uncertain economic
outlook in general, the number of
new registrations of lorries is currently
above its long term average. As
lorries are a long term investment for
transportation companies this is a
positive indicator of confidence within
the sector. The number of lorries has
a direct connection to the volume
of transported goods and as the
transportation of goods increases, so
does the need for modern and efficient
logistic facilities.
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Confidence indicators Recent recovery from negative
trends implies increasing confidence
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Logistics property market

What type of facilities
are in demand?

In recent years there has been a
high demand for new construction
of larger warehouse buildings,
especially in the traditional logistic
locations away from Stockholm and
Gothenburg since the price of land
is more expensive in these larger city
areas. Higher labour costs in the big
city regions is also pointed out as a
reason to locate in smaller cities or in
more rural areas.
The users are primarily looking for
modern and more efficient space as
logistics companies are interested
in consolidating their operations,
something that has become evident
in the last five to six years. Savills
research also indicates that there is
some demand for specially adapted
premises where the construction
type varies depending on the type of
activities engaged in by the tenant.

Growing transportation costs, due to
increased road transportation taxes,
could however lead to increased
demand for local distribution
warehouses instead of larger regional
warehouses, but the trend is still
towards larger regional warehouses.
The demand for existing warehouse
properties is not as strong as it often
is cheaper and more efficient with
new facilities where the tenant can
have an influence on the building
specifications.

Who are the tenants?

The users currently expanding
their warehouse space are mainly
larger retail companies that want to
consolidate their smaller warehouses
to one location or third party logistic
companies (3PL) whose businesses
are growing since smaller companies
to an increasing extent choose
to outsource the distribution of
goods. However, both small and
large businesses outsource their

logistics to achieve flexibility, cost
efficiency and greater focus on their
core business. Vacancies in existing
properties are mainly filled by smaller
retail and distribution companies
that are active in locations where
there is a shortage of land for new
construction or companies that
don’t want to sign the long leases
associated with new facilities.

Opportunity for
expansion

Due to the uncertainty in the market,
most occupiers express the desire
to have an option or a possibility to
further expand their logistics and
warehouse space. However, in areas
such as Gothenburg and Stockholm
such options can be rather expensive
as there is a shortage of land for
logistics purposes. For larger units
(+25 000 sq m) it is not uncommon
for tenants to demand options that
allow for expansions as high as
100% of the initial development.

Modes of transport
How goods arrive and depart from Sweden
Incoming consignments

According to available statistics,
sea transport accounts for most of
the transported weight for incoming
consignments to Sweden, approximately
66%. The large amount of sea transport
is mainly due to the substantial imports
of oil, gas, coal and other types of fuel
and petroleum products. These products
mainly arrive by sea and account for
approximately 65% of the weight and
25% of the value of all imported goods.
In terms of value, high quality goods
such as consumer products account
for approximately 50% of the incoming
goods but only 7% of the weight. The
most of the goods that are imported to
Sweden are naturally transported to the

larger ports. The largest port, the Port of
Gothenburg, is the main hub for exporting
and importing companies in the Nordic /
Baltic region. From there it is possible to
reach all major cities and coastal regions
in Poland, Germany, the Baltic and
western Russia within 24 hours.

Outgoing consignments

When it comes to outgoing consignments,
road transport as single mode of transport
is dominating. Road transport has an
estimated share of just over 70% of the
outgoing traffic in both weight and value
terms. Interesting to note is also that in
terms of value, over 50% of the goods
exported is transported on pallets and
approximately 75 % with a European

Incoming

Outgoing
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Graph source: Trafikanalys

04

Share of weight

Unknow n
5%

Road
11%

Road
and sea
17%

Sea
66%

destination. Deregulation of the railway
sector for goods took place in 1996.
Since then the number of operators in
many countries has increased drastically
and in Sweden we will probably see
an increasing share of railway based
transportation. This type of change is
likely to continue when congestion and
other factors are becoming more apparent
and there is a need to find new and
innovative ways of transporting goods
as the logistic sector is continuously
growing. Currently the expansion of the
railway traffic is held back due to rail
capacity, which often causes delays and
uncertain delivery times.
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Environment

At the moment, environmental
certifications are by far the most
evident trend when it comes to the
design and construction of new
logistics buildings. Although the
trend is not as apparent as for other
property segments, such as offices
and residential, the environmental
aspect is becoming more of a
requirement from occupiers and
investors of both logistic and larger
warehouse buildings. Even though
this is a relatively new phenomenon,
construction companies believe
that there also will be a requirement
to upgrade older buildings to meet
these standards, something that will
most likely occur within six to seven
years.
Property owners are often the ones
that bring this development forward
as they get a quality checked
product, while the tenant has to
pay the cost through the rent but at
the same time get the benefit form
decreased operational costs. The
cost reduction is an increasingly
stated reason why more logistics
buildings are being built with
environmental certifications. Energy
saved by environmental certification
standards could sometimes be
as high as 30 – 40 %. The most
common certification amongst
logistic properties is “Green Building”
but other certifications such as
“LEED” and “BREEAM” are also
frequently being used.

Transport routes

Since the majority of goods imported
from abroad arrives to the west coast
the transportation routes between
important entry points such as
Malmö, Helsingborg and Gothenburg
towards Stockholm and other
cities further north along the Baltic
coastline become natural locations
for logistic properties. With a focus
on mid and high value goods, most
transports are conducted by lorry
and the road-bound traffic mainly
takes two routes of transportation
from the west coast. Goods to
and from the Öresund region is
mainly transported along the E4
highway while goods to and from
the Gothenburg area can either be
transported northbound on highway
E20 and E18 or eastbound along
road 40 which connects with highway
E4 in Jönköping.

Popular locations

Users of logistics properties want to
locate close to the larger cities as this
is where the population growth is the
strongest and where logistic facilities
are needed the most. Furthermore,
the users want to locate close to
good transportation routes. This is
why many logistics buildings have
and will be built along the larger
highways, stretching from Stockholm
to Gothenburg and from Stockholm
to Helsingborg/Malmö/Öresund
region.

qualities. The strong development
of the Gothenburg harbour and the
Rosersberg industrial park next
to Arlanda Airport are examples
of this trend. Good access to the
railway is also demanded by many
tenants and locations with access to
combi-terminals are currently facing
increased developments.

Gothenburg has always been a
very attractive logistics location
as it has an excellent location with
Scandinavia’s largest port, close
connection to the city airport,
favourable transportation routes via
roads and highways as well as a
growing population. Stockholm has
the largest share of the population
and is naturally where a major share
of the trade takes place, making it
a very attractive logistic location as
well. In addition to this, Mälardalen
located outside of the Stockholmregion is worth mentioning, where
cities such as Västerås, Södertälje,
Eskilstuna and Enköping are known
as good locations for logistic
properties. This is an area of high
population density, highly suitable
for logistics development. Sweden’s
demographic centre is located in the
municipality of Hallsberg, just south
of Örebro. From a logistics point of
view, most of the population can be
reached within the shortest period of
time from this location, which is why
this area and its surroundings is a
very attractive logistics location.

Location trends

Jönköping, Örebro and Linköping/
Norrköping are pointed out as
growing logistics hubs. These areas
are becoming more popular as they
are located in between the larger
cities of Stockholm, Gothenburg and
Malmö, along the main highways.
Furthermore the land in these areas
is not as expensive compared to
the larger city areas. Another trend
is that in the big city areas many
industrial and logistics properties
are currently in the process of being
converted to residential areas and
industrial parks are moving further
away from the city centres to
locations just outside these cities
with competitive infrastructural

Map source: Intelligent Logistik
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Technical trends

Combi-terminals

Increasing demand for more
technically advanced facilities
A generous ceiling height is something which
users in most cases demand. Generally the ceiling
height ranges between 10 – 12 meters for new
constructions. This standard height comes natural
from a price/performance perspective as higher
ceiling height incurs costs for advanced sprinkler
installations and more advanced trucks. In most
cases the extra cost for the sprinkler systems is not
motivated by the benefit of the extra ceiling height.
The number of loading gates varies, depending on
the user but the “best practice-scenario” for new
logistic buildings is approximately one loading gate
per 1,000 sq m. The floor weight capacity for new
facilities ranges between 2 – 4 tonnes/sq.m. but
could sometimes be even higher if the occupier
handles heavy logistic products. The share of
alternative space such as office space and other
staff premises varies but in a normal construction
this would constitute approximately 3 – 5% of the
total lettable area.

Combi-terminals refer to sites that
serve as a link between railway
and road transports. In these
locations the railway is organized
to accommodate offloading for
further lorry transports, something
that is often demanded by tenants
in larger logistic facilities. Vast
research efforts have been made by
the governmental railway agency
in ensuring that these terminals
are placed in the most strategic
locations. Hence, the placement of
these terminals indicates a long term
commitment from the government
to provide adequate railway
accessibility. The locations are also
placed in an optimal way in terms of
demographic catchment area which
should secure a long term need for
logistics properties in these locations.

Rent and construction
costs

Sebastian Vallgårda, Savills Research

The rent for modern logistics
properties is mainly dependent on
the construction cost and the land
price for the property, as these
are the factors that vary the most
between different sites. The market
rent for modern logistics properties
of normal specifications usually
varies between SEK 500 – 1,000
per sq m excluding supplements,
with the higher rents being paid for
properties in good locations in the
areas of Stockholm, Gothenburg and
Malmö. The construction costs in
table 3 are excluding the land price
which of course varies a lot, making
construction costs more stable
across regions than rents. According
to Savills research, there is however
a common opinion that it is very
difficult to estimate a general level for
the construction costs due to varying

GRAPH 5

TABLE 3

Feature

High standard logistic property

Ceiling height

approx. 11 m

Number of gates

one per 1000 sq.m.

Office space

approx. 3-5 %

Floor bearing capacity

>3 ton

Expansion possibilities

Demanded in most cases

Environmental certification

Yes (LEED, BREAM, Green Building)

Table source: Inteviews with the major construction companies

“An interesting observation is that
rents often can be higher for older
buildings in good locations than for
modern and newly built buildings”
Completions Logistics projects. Includes properties

New
construction
completions
over 5,000
sq.m.
Other

E4 South

Mälardalen

North

Skåne

Gothenburg

Construction Pipeline

During 2011, approximately 350,000
sq m of new developed logistic
space were finished. We estimate
that some 400,000 sq m will be
finished during 2012, of which the
absolute majority is pre-let and
developed for a specific tenant.
Whilst these volumes sound
significant, it is important to point out
that there is a shortage of modern
logistics properties built according
to European standards. Graph 5
indicates that Gothenburg and
Stockholm (together with Mälardalen,
just outside of the Stockholmregion) accounted for most of the
new logistics project completions
in 2011. Several new projects are
scheduled to be completed in the
Skåne region, in the southern part of
Sweden, during 2012. Even though
the land resources in the Stockholm
and Gothenburg areas are scarce,
the scheduled constructions for 2012
suggest that there is a continuous
trend to develop facilities in these
areas, primarily in the established
industrial parks outside of the cities.

Rent levels and construction costs
Warehouse

500 000

300 000
200 000

Rent
(SEK/sq m )

Construction cost
(SEK/sq m )

Rent
(SEK/sq m )

Stockholm

5,500 - 6,000

700 - 800

6,500 - 7,000

800 - 1,000

Gothenburg

5,000 - 6,000

600 - 750

6,500 - 7,000

700 - 900

Malm ö

5,000 - 6,000

600 - 700

6,500 - 7,000

550 - 700

Jönköping

100 000

2009

Source:
Savills Savills
Graph source:

2010

2011

Logistics Terminal

Construction cost
(SEK/sq m )

400 000
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Rent levels are however relatively
stable over time compared to other
property segments, mainly due to the
fact that very few logistics properties
are being built on speculation.
An interesting observation is that
rents often can be higher for older
buildings in good locations than for
modern and newly built buildings.
The newly built logistics buildings
are much more efficient and have
significantly lower running costs
compared to older logistics buildings.

Stockholm

600 000

0

site conditions, piling needs, site
preparation, cost of labour etc. The
cost can therefore differ significantly
from one project to another.

500 - 650

2012

Table source: Inteviews with the major construction companies

500 - 700

June 2012

Looking at the major projects that
will be completed during 2012, an
evident trend is that most facilities
are built for third party logistic
companies such as DSV, Posten and
Green Cargo.

Transaction market

Transaction volumes in the
warehouse and logistics segment
were relatively high 2011, in spite of
the difficulties in securing acceptable
financing. The interest in the segment
remains strong from a broad range
of domestic investors as well as from
a number of international investors.
The total turnover for warehouses,
industrial and logistics properties
amounted to approximately SEK
7.9bn for 2011, equivalent to about
8% of the total Swedish property
turnover. Compared to 2010, this
is a decrease of SEK 0.8bn, when
the transaction volume amounted
to around SEK 8.7bn. However, in
perspective of the total property
transaction volume the share of
the logistics segment has been
increasing for the past three years.
The transaction volume for pure
logistic properties was approximately
SEK 4.3bn in 2011, compared to
approximately SEK 2.8bn in 2010.

Active investors

The owners of logistics and
industrial properties are often
specialised within this particular
property segment. Many other,
more mainstream, investors avoid
the segment as it is looked upon as
a niche segment associated with
higher risk.

Furthermore, the type of active
investors also varies within different
geographical regions and depend on
property characteristics. Warehouses
and logistic terminals with long
leases and secure tenants, preferably
in the big city regions, are always
in demand among the larger funds,
institutional investors and property
companies. Properties in smaller
cities or with shorter leases and
outdated technical specifications are
usually not attractive for the previous
investor type. These properties are
mainly bought and owned by local
investors, users or domestic property
companies.

GRAPH 6

Yields

Yields

The current yield for prime logistics
properties in good locations with
long leases and secure tenants can
go as low as 6.5%, while yields for
secondary properties can reach
levels of 7%-7.5% even though
many notations are a lot higher.
However, so far in 2012 there have
been many signs that logistics
properties in secondary locations
are difficult to sell as local investors
experience difficulties to acquire
bank financing. Over the past decade
the geographical distribution of
the transaction volume has been
extraordinarily stabile with similar
distribution as shown in Graph 8.
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Transaction volume by region
4%

Stockholm

20%
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Göteborg
Malmö
Syd

6%

Väst
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10%
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Norr
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Table source: Savills

Large transactions
The largest transactions during 2011 and 2012
The largest transactions are mainly portfolio
transactions where the buyer usually
is a fund and the seller is either a user,
developer or another fund. Geographically
the transacted properties are mainly
found in the traditional logistic locations of
Stockholm, Gothenburg and Jönköping.
Transactions that stand out with higher
price per sq m are mainly terminals or very
specialized and custom built facilities.

Price
Location

Buyer

Seller

Portfolio

PostNord (user)

Green Cargo (user)

Area

MSEK SEK/sq.m.

260 000

n/d

n/d

6 330

Yield

Jönköping

NRP (Ness Risan)

Dixons (user)

95 417

604

Haninge

Sagax

NRP Realkapital

94 000

600

6 383

Hallsberg

Kuwait Finance House NRP Realkapital

70 250

475

6 762

6.25%

Portfolio

NREP

Kilenkrysset

40 388

445

11 018

7.00%

Stockholm

Sagax

27 000

345

12 778

Huddinge

Rockspring

DEKA

15 000

318

21 200

6.90%

Gothenburg

NRP (Ness Risan)

Skanska

20 050

305

15 212

6.85%
8.00%

Eskilstuna

Hemfosa

Scanlog (user)

65 000

300

4 615

Jönköping

Invesco

Private

45 280

298

6 581

Portfolio

AxFast

Skanska

16 800

216

12 857

Table source: Savills
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Expectations 2012

As bank financing continues to be
an issue for many investors the
“flight to quality” will continue to be
evident in the investment market and
logistics properties are no exception.
For logistics properties in secondary
locations or with large vacancies
and investment needs will be hard
to find buyers in the near future.
The trend towards an increasing
demand for stabile cash-flows is also
evident regarding lease terms. The
traditional opinion among investors
that lease terms of about 10 years
are considered long-term is changing
and core investors are now to a
growing extent mainly looking for
properties with leases of 15 – 25
years.
Compared to other property
segments, “good” logistic properties
do however possess a lot of features
that should be favourable in the
current market. Leases are signed for
longer periods than other property
segments and rents have also proven
to be more stable compared to
other property segments. Despite
this, banks are in many cases not
willing to lend to logistic property
investments as they are considered a
high risk exposure.

again, we will as a consequence
most likely see more investors trying
other means of acquiring senior
finance, probably by issuing bonds
or preference shares. Either way,
when the investment market has had
its time to adjust to the restrictive
credit supply it should open up for
increasing transaction volumes for
secondary logistics properties and a
narrower yield-spread between prime
and secondary properties.
Now that opportunistic and highly
leveraged investors sit with their
hands tied while institutions and
other low geared investors with
equity available want to increase their
allocation to properties, the logistics
segment with its core characteristics
should be in a favourable position.
So far the transaction market of 2012
has been relatively slow, but our view
is that there is unrealised potential in
the segment and we should expect
to see an increasing interest from
investors. Properties that will be
sought after are modern warehouses
and logistics terminals located in
either the growing industrial parks
outside of the big cities or in the
most strategically located mid-sized
towns along the main highways,
such as Jönköping, Norrköping and
Örebro.

OUTLOOK
Strong investor demand for
logistics properties with stable
cash flows
■ Logistic properties will continue to be built on
demand as users become more specialized and
demand custom-built facilities for their operations.
Due to this type of supply, rents are also likely to
remain at stable levels.
■ The traditionally strong logistic locations will
remain attractive, such as industrial parks in the
larger cities Stockholm, Gothenburg and Malmö.
However, logistic hubs in strategic locations
between the major cities such as Linköping/
Norrköpng, Jönköping and Örebro will also be
attractive locations for larger warehouse facilities.
■ Environmental certifications for new logistic
properties are seen as a necessity for the future
and will be demanded for most new constructions.
Awareness and demand from users is still relatively
low but will grow as certified buildings will become
more common.
■ The construction pipeline is strong, as a number
of larger projects amounting to over 100,000 sq m
have been announced for completion during 2013
and more smaller-scale projects are likely to be
announced in the remainder of 2012.

If the global financial uncertainty
doesn’t come to a rest in the near
future, and banks start lending
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