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I n t r o d u C t I o n

W e welcome you to BNP Paribas Real Estate CEE 
Crystal Ball, the report focusing on the region’s 
potential as an investment location. The study 
refers to the key markets: Poland, the Czech Re-
public, Romania, Hungary and Slovakia. 

CEE offers quite a sizable stock of commercial property with 
16.5 million sqm of modern office in capital cities only, near-
ly 21 million sqm of modern retail and 25 million sqm of 
warehouse space, typically at a discount to rents in Western 
Europe. Moreover, yields are higher and therefore a com-
bination of attractive risk-adjusted pricing compared with 
Western Europe and the availability of institutional quality 
product delivered by experienced developers provide multi-
ple investment opportunities.

Despite a similar geographical location, countries within CEE 
are truly a basket of different fruits. All developing at a much 
faster rate than Western Europe, they are very diverse in 
terms of size, level of maturity and type of opportunities as 
well as challenges. 

We face a particularly interesting point in the CEE Real Estate 
investment cycle as the risks that are present in the matur-
ing Western European as well as international market cycles 
become less and less predictable. In an uncertain business 
world, one thing is certain: entrepreneurs will find a way to 
turn that uncertainty to their own advantage. 

In the CEE Crystall Ball Report we examine the major fun-
damental economic and property trends in the selected of-
fice, retail, warehouse and investment arenas. Additionally, 
thanks to the survey conducted among key market players, 
we have also analysed investors’ perception and expectations 
regarding the market outlook in the mid-term horizon.

Anna 
Staniszewska
Head of  Research  
& Consultancy 
Central  and Eastern 
Europe

BNP Paribas Real 
Estate
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A bAsket WIth dIfferent fruIts
It goes without saying that performance as well as pace of 
development of the real estate market is closely correlated with 
country’s macroeconomic standing. Therefore, we firstly comment 
on economic indicators, driving property business. 

economic Growth
Central European economies have been enjoying a robust back-
drop for economic growth over the past few years. Rebounding 
Western Europe, coupled with accommodative financial and 
monetary conditions have played a key role. But, whether the 
recovery can be sustained over the medium run will depend on 
several factors, including:

•	 Pace of absorption of EU structural funds and the quality of 
public sector investment projects;

•	 Removing the build-up of economic (mostly fiscal) imbal-
ances in some regional economies;

•	 Increasing private sector investment into higher value added 
activities, to speed up productivity.

chAllenGes
In terms of structural issues, Central Europe is facing a number 
of challenges:

•	 Ageing populations and relatively low activity rates are a key 
hurdle to prop up potential growth.

•	 While productive capital stock is rising, its productivity seems 
to be slowing, similarly as that of labour.

•	 Lack of available labour force will keep equilibrium unem-
ployment rates very low, even if employment does not rise. 

Over the medium-run private consumption growth is likely to 
remain aligned to overall GDP growth. However, in Romania, it 
seems that household spending was too fast for the past years; a 
correction seems plausible.

Domestic factors, like tight labour markets and closed output 
gaps argue for higher inflation over the medium-run. Still, ex-
ternal variables (notably oil prices) will remain a key source for 
CPI inflation volatility. Indirect tax changes will also remain a 
wild-card. After excessive tax cut rates, Romania may be forced 
to hike some of them.



Prague, Czech Republic
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Poland: Core inflation (% y/y, RHS)

Output gap
(% of potential, 12m lag)
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Growth outlook
Poland’s trend growth suggest that the actual annual pace of 
economic expansion will fluctuate around 3%. Whether the trend 
growth rate can accelerate (or will slow down) will crucially de-
pend on factor productivity (which unlike other Central European 
economies is not very cyclical). This suggests that Poland needs 
investment into sectors with higher value-added, that may shift 
both labour and capital productivity up.

Our base-line scenario assumes growth at 3% trend over the me-
dium-run and risks seem to be balanced. Risk scenarios would 
entail average annual growth by up to 1pp higher/lower.

consumption And unemployment
Private consumption is aligned to trend GDP growth. The recent 
surge in household spending has been driven also by gener-
ous social transfers and is likely to correct over the next com-
ing years with private consumption eventually underperforming 
headline economic growth.

Trend unemployment suggests no slack on the labour market. 
The lack of skilled labour could become a potential headwind to 
GDP growth soon.

inflAtion prospects
Both Poland’s output gap estimates, as well as external balances 
argue that price pressures should accelerate over the medium-
run. A tight labour market, robust increases in minimum wages 
and no material PLN appreciation also argue for higher underly-
ing pressure on prices.

In a risk scenario of economic faster growth we would expect in-
flation to rise fairly quickly, given the current high starting point 
for the output gap.

A bAsket WIth dIfferent fruIts

Source: Stat Offices, IMF, Macrobond, BGŻ BNP Paribas

Source: Macrobond, IMF, OECD, European Commission, BGZ BNP Paribas

Source: Macrobond, IMF, OECD, GUS, BGZ BNP Paribas

Source: Macrobond, IMF, OECD, European Commission, BGZ BNP Paribas

realistic scenario 
(probability 70%)

optimistic scenario 
(probability 15%)

pessimistic scenario 
(probability 15%)

2014 2015 2016 2017-21 2017-21 2017-21

GDp (% y/y) 3.3 3.8 2.7 3.0 4.0 2.0

private consumption (% y/y) 2.6 3.1 3.9 3.0 4.0 2.0

Unemployment rate (%) 9.0 7.5 6.2 5.0 4.5 6.5

cpi inflation (% y/y) 0.0 -0.9 -0.6 1.5 2.5 1.0

projections anD scenarios
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Source: Stat Offices, IMF, Macrobond, BGŻ BNP Paribas

realistic scenario 
(probability 70%)

optimistic scenario 
(probability 20%)

pessimistic scenario 
(probability 10%)

2014 2015 2016 2017-21 2017-21 2017-21

GDp (% y/y) 2.7 5.4 2.5 2.5 3.5 1.5

private consumption (% y/y) 1.8 3.8 3.6 2.5 3.5 1.5

Unemployment rate (%) 7.7 6.5 5.5 4.5 4.0 5.0

cpi inflation (% y/y) 0.4 0.3 0.7 1.5 2.0 1.0

projections anD scenarios

Growth outlook
The Czech economy seems to be firing on all cylinders at the mo-
ment, although trend growth is likely to continue slowing down 
over the medium-run, both on demography and no further sharp 
gains in productivity.

The lack of any major imbalances in the Czech economy sug-
gests, though that a faster pace of growth can be maintained for 
a bit longer (thus we attach a higher judgemental probability to 
a positive growth scenario than to a more negative outcome). 
Certainly, however, for a small and very open economy the key 
factor for GDP will remain external demand.

consumption And unemployment
Following some outperformance of private consumption over 
GDP growth, household spending is likely to align to the pace of 
overall economic expansion over the medium-run.

The ongoing growth recovery over the past few years has 
helped the unemployment rate to reach its equilibrium recent-
ly. Some further falls in joblessness are likely, though the pace 
of improvement is probably to slow in the absence of available 
labour resources.

inflAtion prospects
With the output and unemployment gaps closing, underlying in-
flation reached the central bank’s target this year (even topping 
it by some margin). This fuelled a very orthodox policymakers’ 
response tightening the monetary stance by removing the ko-
runa cap and raising the policy rate this year.

The inflationary momentum is unlikely to be sustained, however, 
with another round of oil price falls and major koruna apprecia-
tion arguing for a slowdown in headline pressures.

Source: Macrobond, CZSO, IMF, OECD, European Commission, BGZ BNP Paribas

Source: Macrobond, CZSO, OECD, IMF, BGZ BNP Paribas

Source: Macroabond, CZSO, OECD, IMF, BGZ BNP Paribas

A bAsket WIth dIfferent fruIts

czech republic

Czech Republic: 
Core inflation (% y/y, RHS)

Output gap
(% of potential)
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Source: Stat Offices, IMF, Macrobond, BGŻ BNP Paribas

realistic scenario 
(probability 60%)

optimistic scenario 
(probability 15%)

pessimistic scenario 
(probability 25%)

2014 2015 2016 2017-21 2017-21 2017-21

GDp (% y/y) 4.1 3.2 1.9 2.0 3.0 1.0

private consumption (% y/y) 2.1 3.1 4.2 2.0 3.0 1.0

Unemployment rate (%) 7.7 6.8 5.1 4.0 3.5 6.5

cpi inflation (% y/y) -0.2 -0.1 0.4 2.5 3.5 1.5

projections anD scenarios

Growth outlook
While the Hungarian economy has seen robust economic growth 
over the past couple of years, the estimates of potential/trend 
GDP growth argue for a deceleration in the pace of expansion to 
about 2% over the medium-run.

Labour and capital productivity growth seem to have stabilised 
at no more than 1%. In the absence of labour market slack the 
pace of actual growth is likely to slow, especially as a large posi-
tive output gap cannot be sustained for long.

consumption And unemployment
Similarly to Poland (and the Czech Republic) private consump-
tion in Hungary is aligned to trend GDP growth. The recent surge 
in household spending driven by major increases in minimum 
wages, which, however, cannot be sustained for too long without 
compromising corporate profitability and investment.

There is no slack on the labour market and the unemployment 
rate has already fallen well below its trend. This, too, confirms a 
positive output gap in Hungary as of 2017.

inflAtion prospects
The lack of spare capacity points also to gradual worsening of 
Hungary’s external surpluses and the relation between the cur-
rent account and core prices is fairly strong. Core inflation is 
likely to continue moving towards the 3% CPI target over the next 
coming quarters.

Marginally faster economic growth is likely to fuel a more than 
proportionate inflation response (due to the positive output gap at 
the moment). Such economic imbalances (as well as high Hunga-
ry’s debt ratios) may also argue that the risk for softer-than-trend 
growth probably outweighs a more optimistic scenario.

Source: Macrobond, IMF, OECD, European Commission, BGZ BNP Paribas

Source: Macrobond, IMF, OECD, KSH, BGZ BNP Paribas

Source: Macrobond, IMF, OECD, KSH, BGZ BNP Paribas
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hungary

Hungary: Core inflation (% y/y, RHS)

Output gap
(% of potential, 12m lag)
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Source: Stat Offices, IMF, Macrobond, BGŻ BNP Paribas

realistic scenario 
(probability 50%)

optimistic scenario 
(probability 10%)

pessimistic scenario 
(probability 40%)

2014 2015 2016 2017-21 2017-21 2017-21

GDp (% y/y) 3.1 3.9 4.9 3.0 4.0 2.0

private consumption (% y/y) 4.2 5.8 7.7 3.0 4.0 1.5

Unemployment rate (%) 6.8 6.8 5.9 6.0 5.0 7.5

cpi inflation (% y/y) 1.1 -0.6 -1.5 2.5 3.5 2.0

projections anD scenarios

Growth outlook
Romania is growing above its potential for quite a while already. 
Major policy stimulus, particularly on the fiscal side, has largely 
fuelled the rapid pace of GDP expansion. The price of growth is a 
build-up of imbalances, especially in public finances, but also on 
external accounts and on the labour market.

With productivity growth stabilising/slowing, a downside correc-
tion looks inevitable, especially once the impact of fiscal stimu-
lation stops. In fact, fiscal tightening may be needed, to prevent 
the deficit topping the 3% of GDP mark. Therefore, we attach a 
fairly large probability to the adverse growth scenario for Roma-
nia over the medium-run.

consumption And unemployment
We think that particularly consumption may see a major adjust-
ment (recession risk), as households’ spending has outpaced 
overall GDP growth for a long period already.

A correction in growth would also push the labour market back to 
equilibrium with headline unemployment running substantially 
below its trend at the moment.

inflAtion prospects
Demand pressures, as well as rapid growth acceleration, argue 
for a swift pick-up in underlying inflation, which rate has been 
depressed by major cuts of indirect taxes over the past years.

Future, fiscal tightening measures, aimed at keeping the fiscal 
deficit in check (below the 3% of GDP mark), may except for cuts 
in public investment also entail an at least partial removal of tax 
cuts, which were delivered in the recent past.

Source: Macrobond, IMF, European Commission, Romanian Stat Office, BGZ BNP Paribas

Source: Macrobond, IMF, Romanian Stat Office, BGZ BNP Paribas

Source: Macrobond, IMF, European Commission, Eurostat, BGZ BNP Paribas
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romania

Romania: 
Core inflation (% y/y, RHS)

Output gap
(% of potential)
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WARSAW

PRAGUE

BUDAPEST

BRATISLAVA

BUCHAREST

LEGEND

Annual take-up (2016)
& take-up trend (2018)

Prime rent (€/m²/month) 
& prime rent trend (2018)

Vacancy rate (H1 2017) 
& vacancy rate trend (2018)

Under 
construction

Of�ce stock 
(H1 2017)

PRAGUE

3,216,900 m² 320,000 m²

304,000 m²

€20.50-21.00

8.20%

WARSAW

5,200,000 m² 760,000 m²

450,000 m²

€21.00-22.00

14.50%

BUCHAREST

3,100,000 m² 300,000 m²

320,000 m²

€17.50-18.50

9.00%

BUDAPEST

3,346,800 m² 400,000 m²

284,600 m²

€23.00-24.00

8.60%

BRATISLAVA

1,672,000 m² 216,200 m²

233,500 m²

€15.00-15.50

6.85%

foCus on reAl estAte
o f f i c e  m A r k e t s  i n  t h e  c e e

offiCE mARkET indiCAToRS 
& TREndS in SElECTEd CEE 
CApiTAlS
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P 
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16.5m m2

Office stock in 
CEE capitals

12%
Supply increase 
by 2018

Poland
•	 Extensive pipeline is likely to exert pressure on vacancy, but 

not on prime headline due to occupiers’ preference towards 
newly built projects.

•	 Gap between prime and secondary rents shall increase as 
many mature schemes will face challenges with structural 
vacancy.

•	 Warsaw CBD moving westwards, along the 2nd metro line.

•	 With nearly 3.5 million sqm of existing office space and 
1 million under construction on 6 regional markets, their 
diversified and competitive offer will be the key magnet for 
BPO/SSC/ICT/R&D operations in these cities.

Czech republic
•	 Occupier demand remains strong with mid-year take-up 

pointing to another strong year on the Prague office market.

•	 Vacancy rates are declining which supports rental growth.

•	 Rents have been increasing across the majority of 
submarkets and prime headline rents are forecast to grow 
further in H2 2017 and 2018.

•	 Despite planned supply of 170,000 sqm in 2017 and 190,000 
sqm in 2018 absorption of newly developed space is fast.   

•	 Occupier demand follows construction activity into 
emerging locations including Holešovice, Dejvická and 
Prague 6 along extended metro line A as well as Vysočany.

hungary
•	 850,000 sqm new developments are in the pipeline for the 

next 3 years. 

•	 The record low vacancy rate will likely increase in 2018 due 
to 310,000 sqm of new developments, and will equilibrate 
in 2019.

•	 Increasing pricing differences between A and B category 
buildings. As demand puts landlords in a better position, 
less incentives will be offered.

•	 Increasing amount of pre-lease agreements, SSC/IT/Service 
companies are the major drivers of the market, they expand 
at a quick pace.

romania
•	 Although headline rent continues to harden in all 

submarkets, the gap between headline rent and net 
effective rent is diminishing especially in the class A 
submarket due to pressure on vacancy.

•	 The geographic pattern of market development is likely 
to change as the newly emerging central western area of 
Bucharest will add approximately 200,000 sqm during the 
next 2-3 years.

•	 The take-up level shall be sustained by strong demand 
coming from companies that decide to expand and relocate 
as well as some new entrants on the market. 

•	 Total occupancy costs are still the main criteria for the 
decisions of the tenants, but the qualitative factors 
are becoming more important not only for brand value 
enhancement, but essentially for employee retention.

slovakia
•	 Rents remain stable in the Bratislava office market and 

are likely to continue to remain static over the coming 18 
months.

•	 Occupier demand is solid driven by expansions in the ICT 
and professional services sector.

•	 Planned supply for 2018 is largerly pre-leased.

foCus on reAl estAte
o f f i c e  m A r k e t s  i n  t h e  c e e
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WARSAW

PRAGUE

BUDAPEST

BRATISLAVA

BUCHAREST

LEGEND

SHOPPING CENTRES
Prime rent (€/m²/month) 
& prime rent trend (2018)

 HIGH STREETS
Prime rent (€/m²/month) 
& prime rent trend (2018)

Under 
construction

Shopping centre 
stock (H1 2017)

CZECH REPUBLIC

3,453,600 m² 69,050 m²

€210€130

HUNGARY

960,000 m² 133,000 m²

POLAND

11,450,000 m² 400,000 m²

€90-110€110-120

ROMANIA

3,500,000 m² 100,000 m²

€35€50

€100€70

SLOVAKIA

1,600,000 m² 8,500 m²

€45€85

foCus on reAl estAte
r e t A i l  m A r k e t s  i n  t h e  c e e

RETAil mARkET indiCAToRS 
& TREndS in SElECTEd  
CEE CounTRiES

So
ur

ce
: B

N
P 
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rib

as
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ea
l E

st
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20.9m m2

Shopping centre 
stock in CEE 
region

3%
Supply increase 
by 2018

Poland
•	 Positive economic data and governmental support shall 

remain the key drivers behind extensive growth in retail 
sales.

•	 Construction activity is slowing down in some markets as a 
result of saturation.

•	 Inevitable consolidation and network optimization of food 
and electronics is ongoing. 

•	 Convenience centres and retail parks are gaining on 
importance.

•	 Rental dychotomy between prime and secondary assets 
widens.

•	 Focus on leisure and gastronomy adopting to changing 
consumer patterns.

Czech republic
•	 Planned supply of retail space is very limited and will 

remain so in the period 2017-2018.

•	 Supported by positive  prospects of the Czech economy, 
occupier demand is strong especially for prime centres and 
high street.

•	 Lack of supply in the prime segment supports rental growth, 
secondary rents remain rather static.

hungary
•	 Growing retail turnover thanks to the low inflation, real 

wage growth, rising consumer confidence and improving 
labour market trends.

•	 The handover of the developments that were excluded from 
the “plaza stop” (133.000 sqm) is expected in 2019-2020.

romania
•	 Driven by rising consumer spending and changes in 

purchase habits, retail volume increased by 13.5% in 2016 
and 7.8% in H1 2017.

•	 Consolidation of market position through extensions and 
refurbishments will be the main concern of large schemes 
owners.

•	 Development activity is concentrated on shopping centers 
and retail parks.

•	 Base rent levels remain broadly stable while turnover rental 
systems started to be widely used.

•	 Small and medium size towns are considered in the 
expansion plans of retailers/developers as a result of 
saturation in large communities.

slovakia
•	 Prime rents remain stable and are forecast to stay at the 

current levels both for shopping centres as well as high 
street units.

•	 The retail market benefits from the expanding Slovak 
economy, which is growing the fastest in the Eurozone. 

foCus on reAl estAte
r e t A i l  m A r k e t s  i n  t h e  c e e
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WARSAW

PRAGUE

BUDAPEST

BRATISLAVA

BUCHAREST

CZECH REPUBLIC

6,691,100 m² 540,000 m²

905,600 m²

€4.00-4.25

4.00%

POLAND

11,800,000 m² 1,250,000 m²

3,000,000 m²

€4.50-5.00

5.90%

ROMANIA

2,700,000 m² 350,000 m²

360,000 m²

€3.75-4.20

2.50%

HUNGARY

1,953,800 m² 77,700 m²

206,600 m²

€3.75-4.00

5.50%

SLOVAKIA

2,107,800 m² 120,600 m²

73,200 m²

€4.00-4.20

2.25%

LEGEND

Annual take-up (2016)
& take-up trend (2018)

Prime rent (€/m²/month) 
& prime rent trend (2018)

Vacancy rate (H1 2017) 
& vacancy rate trend (2018)

Under 
construction

Modern warehouse 
stock (H1 2017)

foCus on reAl estAte
w A r e h o u s e  A n d  i n d u s t r i A l 
m A r k e t s  i n  t h e  c e e

WAREHouSE & induSTRiAl 
mARkET indiCAToRS And 
TREndS in SElECTEd CEE 
CounTRiES
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Poland
•	 Demand is likely to continue, with high share of 

e-commerce, due to positive economic indicators, strong 
internal demand as well as improving road infrastructure.

•	 New logistics hotspots may emerge in the eastern part of 
the country, owing to increased operational costs caused by 
labour shortage in established clusters.

Czech republic
•	 Demand remains robust and is driven by e-commerce 

and logistics providers. Further longer-term expansion of 
demand may be constrained by lack of workforce in the 
tightest labour market in the EU. 

•	 There is currently more than half a million sqm under 
construction of which the majority is pre-let, however 
speculative construction is on the rise.

•	 Despite rise in construction activity vacancy remains low 
due to prevalent BTS construction 

•	 Given strong demand, declining vacancies and limited 
availability of completed storage capacities rents are 
moving up, especially in the surrounding of Prague but also 
other demanded logistics hubs. 

hungary
•	 The number of available large prime areas are low, large 

parts of the new developments is already pre-leased.

•	 The lack of large contiguous areas will increase average 
rents and put landlords into a better position.

romania
•	 Large industrial clusters are emerging as the road 

infrastructure towards Hungary is to be completed.

•	 Large developers are embracing exclusively build-to-suit 
(BTS) projects.

•	 The main demand driving sectors were FMCG, logistic 
service providers and e-commerce companies.

slovakia
•	 Prime rents remain stable across Slovakia.

•	 Demand is driven by the automotive and retail and 
e-commerce sector. 

25m m2

Modern 
warehouse and 
logistics stock 
in CEE region

9%
Supply increase 
by 2018

foCus on reAl estAte
w A r e h o u s e  A n d  i n d u s t r i A l  m A r k e t s  i n  t h e  c e e
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WARSAW

PRAGUE

BUDAPEST

BRATISLAVA

BUCHAREST

LEGEND

Prime shopping 
centre yield 

& trend (2018)

Prime high
street yield 

& trend (2018)

Prime warehouse 
yield & trend 

(2018)

Prime office 
yield & trend 

(2018)

Investment volume 
in H1 2017 (€ billion)

Investment volume 
in 2016 (€ billion)

SLOVAKIA

€1.00bn €0.16bn

6.75%

6.00%7.50%

7.25% HUNGARY

€1.63bn €0.75bn

6.25%

6.50%6.25%

7.50%

ROMANIA

€1.00bn €0.50bn

6.75%

7.25%8.00%

8.25%

CZECH REPUBLIC

€3.40bn €2.00bn

4.75%

5.00%3.75%

5.90%

POLAND

€4.50bn €1.50bn

5.25%

5.25%5.00%

6.00%
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foCus on reAl estAte
i n v e s t m e n t  m A r k e t s  i n  t h e  c e e

invESTmEnT mARkET 
indiCAToRS & TREndS in 
SElECTEd CEE CounTRiES
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Poland
•	 With the largest stock of commercial properties, stable 

economy and positive forecasts, Poland is likely to remain 
the key investment destination within the CEE countries.

•	 There are new players entering the market, which, shall 
increase competition among investors even further.

•	 Retail in major agglomerations and office also both in the 
capital as well as in key regional markets will attract the 
bulk of capital. Yet hospitality and residential sectors shall 
be also on investors’ radar screens.

•	 Prime yields across sectors are expected to be relatively flat 
over 2018-19 but pricing dychotomy of prime and secondary 
assets will deepen.

Czech republic
•	 A wide range of investors targets office investments, which 

is supported by large volume transacted in H1. Prime office 
yields are expected to harden over the mid-term horizon.

•	 Investor demand for retail assets is strong, which has 
resulted in significant yield compression mainly for prime 
high street assets as well as shopping centres. Secondary 
centres follow yield compression.

•	 Yields for prime warehouse assets remain stable but some 
slight compression can be seen by the year-end.

hungary
•	 With some major pipeline deals due to close by the year-

end, Hungary is likely to exceed €2 billion of capital flows in 
real estate, which will be 30% y/y increase. 

•	 Office remains the key magnet for investors, driven by 
strong occupier demand and rental growth prospects, but 
other sectors are popular as well. Still, there is a scarcity of 
products available on the market, which is the main reason 
for the expected yield compression.

•	 There are a few newcomers to the market, which sharpens 
an already strong competition.

romania
•	 Prime yields in Bucharest are higher between 100–150 basis 

points compared to the other main markets.

•	 As the occupier market is holding up strongly and with 
very positive economic outlook in the mid-term horizon, 
yield compression across the sectors is more than likely to 
happen.

slovakia
•	 Yields for offices have seen some compression in the past 

year but are likely to stabilise going forward.

•	 Prime yields in retail sector are static and a broader 
investment activity is constrained by, a limited availability 
of product.

•	 Investor demand for long-term leased warehouses remains 
and some trading is expected over the course of the next 
quarters. 

foCus on reAl estAte
i n v e s t m e n t  m A r k e t s  i n  t h e  c e e

€12bn
transacted  
in 2016

10%
Expected volume 
growth in 2017
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-term Market Strategy for Slovakia

Investors’ vIeW
BNP Paribas Real Estate has conducted a survey among a representative pool of investors 
operating in Central and Eastern Europe. Obviously, there are various profiles of investors 
with different risk profiles, still there is a general positive sentiment about the region. In the 
survey the key players expressed their views about the market performance per country and 
per sector and their expectations for the future. 

poland
Hospitality and residential is considered to be the 
most sought after sector in Poland with respectively 
80% and 70% of investors interested in buying such 
assets. Offices in Warsaw are the least popular with 
60% declaring disposal as the best strategy.

czech republic 
Similarly to Poland hotels and housing are the most 
attractive asset classes in Czech Republic. The sen-
timent towards other sectors seems to be dispersed 
with similar share of buy/sell preference. 

hungary
In Hungary residential, hospitality and office seems 
to be on investors’ radar screens, with around half 
of respondents declaring the will to purchase these 
property types. Warehouses in turn will be looking for 
disposal.

romania
All of the property classes are sought after in Romania 
however only a few investors believe it is the time to 
sell, which is driving yelds down.

slovakia
Out of the analysed countries, Slovakia scored the 
highest rates for disposal strategies, especially in of-
fice, warehouse and residential sectors. 

What is the best mid-term strategy 
for the CEE countries?1.
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Expected Yield Trend for 2018 in Slovakia

poland
The majority of the investors surveyed share the 
opinion that prime yields in Poland should remain 
stable across the sectors.

czech republic 
A very different sentiment was recorded in Czech Re-
public, where the key players believe that assets in 
this country will become more expensive next year. 

hungary
Office and retail assets in Hungary are expected to 
record hardening yields over the course of the next 
year, with warehouse sentiment split almost equally 
between stable and compression.

romania
Romania is perceived by the lion share of investors as 
the country with very high probability of yield com-
pression, irrespective of the sector. 

slovakia
Stable yields is what most investors expect in Slovakia 
over the course of the next years. Nearly 15% believe 
retail may record yield softening.

Investors’ vIeW

2. What will be the yield trend in 2018? 
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What will be the most attractive 
sector to invest in 2018?3.

Investors’ vIeW

Office
44%

Retail
19%Warehouse

6%

Hospitality
6%

None
25%

Office
26%

Retail
31%

Warehouse
22%

Hospitality
18%

None
4%

Czech Republic

Office
53%

Retail
11%

Warehouse
5%

Hospitality
16%

None
16%

in Hungary

Office
44%

Retail
19%Warehouse

6%

Hospitality
6%

None
25%

Romania

Office
8%

Retail
39%

Warehouse
23%

Hospitality
15%

None
15%

Slovakia

poland
Looking for opportunities with potential yields up-
side and good prospects in the mid-term horizon 
for the sector, 44% of the investors surveyed con-
sider office to be the most attractive sector to in-
vest in Poland.  

czech republic 
The appetite for real estate assets in Czech Repub-
lic is very strong regardless of the sector, which is 
confirmed by the outcome of the survey.  

hungary
Scoring 44% office in Budapest is seen by far as the 
most attractive asset class, followed by hospitality 
recording 16%.

romania
In Romania office and retail scoring 44% and 19% 
respectively were spotted as good target for ac-
quisition.

slovakia
Slovakia, unlike other CEE countries, noted a high 
vote rate for retail (39%) and warehouse (23%).
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The CEE commercial real estate market is very 
strong at present thanks to robust demand from 
customers and there seem to be no factors which 
could significantly alter this situation to the year 
2020.

The warehouse market is supported by strong 
GDP growth in the region: In Q1 2017 GDP growth 
increased by 5.6% in Romania, 4.2% in Poland, 3.8% 
in Hungary, 3.1% in Slovakia and 2.9% in the Czech 
Republic. In many cases GDP growth is fueled by 
rising private consumption, which encourages firms 
to invest in, among other ventures, new warehouse 
and manufacturing capacities. Consumption growth 
is visible especially in Poland. 

Poland will remain the largest market in the region 
given its size and pace of investments. In Hungary, 
we see that the pace of new investments and sales 
transactions is increasing after a period of subdued 
activity. The CEE market is additionally supported 
by shifting warehousing operations from Western 
Europe to CEE.

The industries which drive demand for new 
warehousing space include e-commerce, retail (also 
slowly shifting towards e-retailing) as well as the 
automotive sector.

I think that there are a number of challenges 
ahead, including the reducing of quantitate easing, 
a possible slowing of the global economy, possibly 
driven by China, and potential political uncertainties 
closer to home in Europe.

However, I do not foresee a dramatic slowdown, 
indeed Europe could well see some noticeable 
benefits from the Brexit decision in terms of inward 
investment as well as EU regulatory movement of 
certain services. As part of this process, it is possible 
to see a movement towards more businesses 
considering Berlin as an alternative to Frankfurt or 
Paris.

The major challenges are the continuously 
shifting political landscapes as currently being 
witnessed in Poland which translate into 
legislative uncertainty. Opaque and seemingly 
unregulated/unchecked planning policies make 
it difficult to accurately judge supply – this is 
particularly the case in Warsaw although this is 
down to the history and geography of the City in 
tandem.

The main drivers and opportunities are the new 
wave of capital flooding the CEE market from 
foreign markets in addition to the usual ‘core’ 
institutional investors who judge CEE to be 
stable enough to invest and offer enough yield 
‘risk premium’ in comparison with the true core 
markets of Western Europe.

Major challenges:

•	 Political stability and populism

•	 Further economic growth

•	 Oversupply in Poland’s (Warsaw’s) 
office market

•	 Oversupply in the retail sector due 
to increasing ecommerce

Challenge: increase transparency 
and perception by ‘Western’ 
investors. Drivers for growth: 
demographics, increasing wealth, 
relocation back from emigration, 
economic and political stability.

4. What are the major challenges ahead? 
What will be the main drivers?

„

„

Investors’ vIeW
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