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Preface
Europe stands among the most urbanised regions worldwide, placing 
European cities firmly in the limelight for commercial real estate 
investment. However, not all cities experience the positive effects 
of urbanisation equally. Given the predicted growth of disruptive 
technology, it becomes increasingly vital to identify those that are likely 
to show resilience to change. 

Savills Investment Management (Savills IM) Dynamic Cities identifies 
six city factors that in combination contribute to long-term wealth, 
economic growth and positive population trends. Savills IM 
modelled these factors using 60 different indicators in order to 
identify the top 40 dynamic cities within Europe. 

Savills IM has launched the Dynamic Cities project in 
recognition that future commercial real estate market 
performance is dependent on strong economic growth, 
wealth, technology and population trends. Underpinned 
by urban and real estate economics, Dynamic Cities 
recognises that these factors will be maximised in cities 
that invest in infrastructure, attract talent and innovate, 
allowing them to take advantage of urbanisation and the 
developing knowledge economy. 

All three commercial property sectors – 
office, retail and industrial – benefit from 
these characteristics. Rising employment 
helps support the office sector, and wealth 
creation is positive for growing consumer 
expenditure, benefitting the retail sector. 
Together with e-commerce growth and 
innovation in last-mile delivery, demand 
for logistics networks is positive.  

The Dynamic Cities model categorises 
London, Paris, Cambridge, Amsterdam 
and Berlin as the top five European 
cities for real estate investment, and 

smaller capitals and ‘18-hour’ cities sit 
alongside more traditional, ’24-hour’ 
real estate investment cities as future 
performance leaders. Leading cities are 
enjoying infrastructure investment and 
well-developed or developing knowledge 
networks and are supported by a backdrop 
of universities and enterprise influencing 
innovation. They boast a global talent 
pool and have strong cultural amenities to 
help retain that talent. Furthermore, they 
continue to attract highly skilled labour 
that creates wealth over the longer term. 

TOP 40 DYNAMIC CITIES

RANK CITY COUNTRY

21 Frankfurt am Main Germany

22 Bern Switzerland

23 Prague Czech Republic

24 Luxembourg Luxembourg

25 Bristol United Kingdom

26 Hamburg Germany

27 Manchester United Kingdom

28 Helsinki Finland

29 Reykjavik Iceland

30 Birmingham United Kingdom

31 Belfast Northern Ireland

32 Rome Italy

33 Malmö Sweden

34 Milan Italy

35 Reading United Kingdom

36 Bergen Norway

37 Trondheim Norway

38 Stavanger Norway

39 Istanbul Turkey

40 Newcastle upon Tyne United Kingdom

RANK CITY COUNTRY

1 London United Kingdom

2 Paris France

3 Cambridge United Kingdom

4 Amsterdam Netherlands

5 Berlin Germany

6 Munich Germany

7 Dublin Ireland

8 Stockholm Sweden

9 Edinburgh Scotland

10 Zurich Switzerland

11 Madrid Spain

12 Vienna Austria

13 Oslo Norway

14 Oxford United Kingdom

15 Basel Switzerland

16 Lausanne Switzerland

17 Barcelona Spain

18 Brussels Belgium

19 Copenhagen Denmark

20 Geneva Switzerland 

VISIT THE WEBSITE

dynamiccities.savillsim.com

http://www.dynamiccities.savillsim.com
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Methodology
Savills IM Dynamic Cities aims to capture the factors that 
make a city attractive to talent, resilient to disruptive 
technology and a leader in the knowledge economy. 

The index was created using statistical analysis and the 
Organisation for Economic Co-operation and Development 
(OECD) handbook on constructing composite indicators.

More than 250 in-house, publicly available and externally 
purchased factors were collected for 130 cities. These 
cities include all of the European capitals as well as 
cities with a minimum metropolitan area of 250,000 
inhabitants and positive forecast population growth. 

The final index includes 60 inputs across 6 categories. 
The inputs range from conventional commercial real 
estate factors to wider urban economics indicators. 

The data behind Dynamic Cities is from a 
combination of proprietary in-house calculations 
as well as publicly available and commercially 
provided sources. Key data providers include 
2thinknow : City Benchmarking Data, 
Timetric and Oxford Economics. Data was 
collected during Q3 and Q4 2016. 

The model’s six categories are Investment, 
Innovation, Inspiration, Inclusion, Interconnection 
and Infrastructure. The index works on the 
basis that top cities for real estate investors 
demonstrate balanced performance 
across all of these categories. 

CATEGORIES

INFRASTRUCTURE

This category is defined by 
technology, including broadband 
and mobile networks, human 
and intellectual capital promoting 
innovation, government research 
institutions and risk measures 
relating to doing business and 
taking on credit. 

It captures infrastructure under 
development, ranging from 
housing to sanitation to transport. 
Multichannel retail requires high-
quality virtual infrastructure, and 
efficient transport is needed to move 
people and goods, namely in the 
context of online shopping and  
last-mile logistics.

INTERCONNECTION

This category is defined by technological 
connectivity such as broadband and 
mobile infrastructure, spread of within-
city transport options, national and global 
interconnectedness and congestion. 
Successful cities must have well-organised 
transport options, including for pedestrians 
and cyclists. 

It also factors in planned transport 
infrastructure projects to gauge future 
interconnection potential. Mobile and 
broadband infrastructure are becoming 
increasingly crucial in the age of big 
data and artificial intelligence, and can 
be applied to retailers predicting their 
best customers, or financial institutions 
developing new trading algorithms. 

INCLUSION

Defined by culture, ethnicity, religion, 
age, ability, gender, sexuality or any other 
demographic, inclusion encourages 
successful cities by promoting diversity. 
If different groups are isolated in distinct 
geographic pockets, diversity is unlikely 
to translate into inclusion, meaning public 
transport and relative affordability of living 
(measured through purchasing power) are 
also key. 

Many empirical studies have demonstrated 
that inclusion has a positive causal effect 
on a region’s income and real estate 
values where it reduces spatial mismatch 
and promotes social capital bridging and 
knowledge spillovers. 

INSPIRATION

This category is defined by the 
intensity of cultural amenities such 
as museums, theatres and arts-
related groups, and number of 
cafes and green spaces. There are 
established links between these 
factors and growth.

INNOVATION

This category is defined by the creation of 
new ideas, methods or products, including 
factors such as number of patents; start-ups; 
top-tier universities; interest groups related to 
science, business and innovation; and funding 
indicators for new ideas. 

Innovation can support commercial real estate 
by helping reduce the market cyclicality and 
structural obsolescence of a city.

INVESTMENT

This category is defined by a series of 
wealth indicators, current and future real 
estate investment activity and presence 
of ‘green-rated’ buildings, including 
sustainable buildings that can mitigate 
energy and water price increases as well 
as legislative risk.   
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Cambridge is undergoing several large 
infrastructure projects relative to its size, with 
large housing development projects underway 
to the north and south of the city. These will 
add more than 2,000 new homes a year, 
with associated sanitation, retail, offices and 
schools. A new station serving the science park 
and surrounding area north of the city has also 
recently opened. Cambridge likewise attracts 
strong human capital.

INFRASTRUCTURE
London takes the top spot. 
Infrastructure projects such as the 
new Elizabeth Line running through 
Central London, extension of the 
Northern Line, proposed extensions 
to the Bakerloo Line and Thameslink 
developments are ongoing along 
with the more overarching London 
Infrastructure Plan 2050. London 
ranks highly for human capital, with 
a large and diverse urban population 
and healthy forecast population 
growth.

Paris also scores highly given its large urban 
population and good digital connectivity 
indicators. 

Brescia benefits from a new high-speed 
network linking the city to the Italian business 
capital, Milan. There have also been a series 
of other transport improvements, such as to 
roads and bridges. 

Stockholm has strong forecast growth 
in its urban population and ranks well on 
government infrastructure indicators. 

 ■ Cities are reliant on underlying infrastructure for sustainable growth.

 ■ Infrastructure is especially vital to energy, sanitation, transport and information transfer, 
particularly in the age of digitalisation in which communication as well as Internet access 
and speed are key. 

 ■ Human and intellectual capital are crucial to developing the knowledge economy. Good 
governance structures must additionally be in place to support contracts and facilitate 
ease of doing business. 

IN WHAT ENVIRONMENT IS 
INFRASTRUCTURE BENEFICIAL?

Infrastructure is critical to support the expansion 
of a city’s population and physical size. In an era 
of low economic growth and rising populism, 
governments are using infrastructure spending 
to attempt to stimulate economic growth and 
earmark a city as having future potential.

Good broadband and mobile networks are needed 
for a well-functioning knowledge economy, 
but so is access to human and intellectual 
capital. Without an environment that fosters 
entrepreneurship, protects property rights and 
minimises risk of doing business, economies 
remain stalled and bottlenecks prevent growth.

HOW IS INFRASTRUCTURE VALUABLE 
FOR COMMERCIAL REAL ESTATE?

Just as multichannel retail requires well-functioning 
virtual infrastructures, efficient transport is needed 
to move people and things. This is particularly 
critical with the development of online shopping 
and last-mile delivery in logistics networks. Reliable 
and powerful electricity supplies are essential for 
increasingly automated retail warehouses. 

Good governance infrastructure facilitates 
transactions and supports investor rights. The 
size of an urban population influences demand 
for office markets and critical mass for retail.

INFRASTRUCTURE CATEGORY   

The Infrastructure category captures a range 
of indicators covering technology, human 
capital, government research institutions and 
risk measures related to doing business and 
taking on credit. In addition to looking at existing 
infrastructure, the category also captures 
infrastructure under development, ranging 
from housing to sanitation to transport. 

TOP 5 CITIES FOR  
INFRASTRUCTURE
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Vienna scores relatively 
evenly across the range of 
interconnection indicators. 

London again takes the lead, 
ranking in the top one or two 
for current and future transport 
indicators. London also takes the 
lead for social media indicators, 
used as approximations for both 
technology and communication.

Paris scores just behind London 
for current and future transport 
infrastructure. With the Grand Paris 
infrastructure project, the Paris of 
the future promises to be slicker to 
navigate around and through. 

Madrid takes the top spot for 
number of railway stations and 
ranks among the top 10 for the 
majority of current connectivity 
indicators. However, there 
is less transport execution 
planned in Madrid compared to 
the top four cities. 

Berlin also ranks highly for transport 
infrastructure, social media and cafés, 
ranking fifth for number of cafes, according 
to 2thinknow : City Benchmarking Data.

TOP 5 CITIES FOR  
INTERCONNECTION

INTERCONNECTION
 ■ Cities that are well-connected physically, virtually, globally and locally foster and promote 

enterprise and encourage growth. 

 ■ Successful cities of the future need seamless transport of people and information. 

 ■ While cars are likely to dominate transport in the near to medium term, a successful city must 
also be walkable, cyclable and have a good spread of efficient and reliable public transport, 
be it trams, buses, light rail, metro systems or inter-city rail networks.

IN WHAT ENVIRONMENT IS 
INTERCONNECTION BENEFICIAL?

Interconnection is necessary to link different players 
and entities within a city and to the wider world. 
Without this, inspiration and inclusion have limited 
ability to promote the transference of ideas and drive 
to innovate. Good transport to and within a city helps 
reduce congestion, which carries with it the opportunity 
cost of lost time, productivity or happiness. 

A city that is well-connected physically promotes 
even development and reduces the risk of spatial 
mismatch with pockets of high unemployment or no 
man’s land. More and more, virtual interconnection is 
important in the form of strong broadband and mobile 
infrastructure. A globally connected city not only reduces 
human capital barriers to entrepreneurship, but also 
helps that city operate in the global marketplace.

HOW IS INTERCONNECTION VALUABLE 
FOR COMMERCIAL REAL ESTATE?

Reliable and fast mobile and broadband infrastructure 
is becoming increasingly crucial in the age of big data 
and artificial intelligence, be it in the form of retailers 
striving to predict their best customers or financial 
institutions developing new trading algorithms. As 
e-commerce and the Internet of things develop, 
retailers must rely on digital connectivity to create the 
ideal virtual shopping experience for customers. 

Last-mile logistics also benefits from strong broadband 
and mobile infrastructure, as efficient route planning 

is increasingly based on real-time data. In addition, 
future technologies such as driverless lorries require 
stable and powerful telecommunication infrastructure.

INTERCONNECTION CATEGORY    

The Interconnection category captures a range 
of indicators covering technological connectivity, 
within-city transport options, national and global 
interconnectedness and congestion. It also takes 
into account transport infrastructure projects 
currently under execution, according to Timetric. 

In addition to the standard public transport indicators, 
it also considers, for example, public cycle schemes 
such as those in London and Milan. The category also 
examines walkability as not only a practical function 
of getting from point A to B, but also a method 
of engagement and interaction for residents and 
businesses, as espoused by urban studies theorist 
Jane Jacobs. For a city to be walkable, streets must be 
safe and have acceptable amounts of air pollution. By 
examining planned transport infrastructure projects, the 
category strives to gauge future interconnection potential. 

Cafés are modern-day connectivity nodes for interaction, 
be it business, social or otherwise. The measure 
likewise includes a magnet indicator that captures 
those who have departed their home cities for work 
or study but are likely to return home at some point 
in the future. This, in combination with a university 
measure and flight routes, suggests a city’s global 
draw and degree of intertwining with other locations.

10



2 

5 

4 

3 

1 CAMBRIDGE

DUBLIN

LAUSANNE

EDINBURGH

LONDON

TOP 5 CITIES FOR  
INCLUSION

12 13

2017

INCLUSION

Edinburgh also scores highly for 
community engagement.

Cambridge takes the top spot for 
inclusion, ranking particularly highly for 
self-organised social activities relative 
to the size of its urban population. As 
universities commonly draw global 
student bases, Cambridge ranks highly 
in terms of the size of its international 
population. Cambridge is also among the 
top 20 cities for purchasing power.  

London is a world city, with a very strong public 
transport system, meaning it is not surprising 
that it takes a high position on our Inclusion 
category, albeit shy of the top spot due to its 
relatively lower average purchasing power. 

Located in the heart of Europe, Lausanne 
ranks number one for foreign-born 
population and number three for number 
of foreign university students, according 
to 2thinknow : City Benchmarking Data. 

Dublin scores particularly highly on 
population diversity indicators and 
grassroots community activity. 

 ■ Inclusion, whether defined by culture, ethnicity, religion, age, ability, gender, sexuality 
or any other demographic, encourages successful cities by promoting diversity. 

 ■ An inclusive city dynamic that provides opportunity for inspiration and supports and is 
supported by interconnectivity and collaboration creates a positive environment for innovation. 

 ■ People of different backgrounds both benefit from and contribute to economic 
growth through a wide array of experiences, skills and perspectives.

IN WHAT ENVIRONMENT IS 
INCLUSION BENEFICIAL?

Social and economic theorist Richard Florida 
espouses the benefit of tolerance, or what he labels 
an ‘open culture premium.’ Diversity in combination 
with cross-group participation provides rich fodder 
for knowledge spillovers, which are a key precursor 
to innovation in the form of new idea generation. 

In cities where barriers to entry for human capital 
are lower, there is increased potential for people 
from elsewhere to come to work, which fosters a 
diversity of ideas that facilitates mobilising resources 
to support entrepreneurial activity. An inclusive society 
also promotes freedom of expression, a factor of 
inspiration that itself makes a city more attractive.

HOW IS INCLUSION VALUABLE FOR 
COMMERCIAL REAL ESTATE?

Studies have demonstrated that inclusion has a 
positive causal effect on a region’s income and real 
estate values. Inclusion serves to make a city more 
attractive to a wider cohort of firms and individuals, 
increasing real estate demand and quality of living. 

To the extent that inclusion supports entrepreneurialism 
and innovation, it encourages less economic volatility 
and spurs demand for office and research space. 
Associated increases in wealth and purchasing power 
are also key drivers of commercial real estate demand.

INCLUSION CATEGORY     

Although the varied definitions of inclusion make it 
a difficult factor to pin down, the Inclusion category 
leans on previous literature to capture a diverse range 
of indicators. Those related to foreign-born and self-
identifying lesbian, gay, bisexual, transgender and queer 
populations are incorporated, along with the degree 
of a city’s community-organised groups drawing on 
individuals from an array of diverse backgrounds. 

Research shows that cultural and other diversity – 
particularly in the context of a wide mix of internationals, 
those of varying sexualities and of different job types (e.g., 
creative versus financial occupations) – has a positive 
correlation with both prices and cost of living. Disparate 
groups bring with them an array of cultural amenities 
and tolerance, which increases the attractiveness of a 
city, demand to live there and, often, cost of living. The 
Savills IM category includes purchasing power rather 
than cost of living as an indicator of affordability given the 
strong positive correlation between diversity and wealth. 

Furthermore, a city may be diverse, but if different groups 
are isolated in distinct geographical pockets then diversity 
is unlikely to translate into inclusion. Consequently, 
ability to bridge those distances is an important 
consideration in the Inclusion category – public transport 
helps reduce the impacts of spatial, employment and 
income mismatch in order to promote inclusion.
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Oxford is helped by a strong and 
developed university presence and 
scores particularly highly on individual 
engagement in community-organised, 
arts-related activities.

INSPIRATION
Cambridge takes the top spot for 
inspiration, ranking particularly highly for 
self-organised artistic activities, cultural 
events and amenities relative to urban 
population size. Universities often act 
as a catalyst for engagement in the 
arts, evidenced in the fact that our top 
five most inspired cities are also strong 
university cities. 

As a global city, London has an active arts scene, plethora 
of cultural amenities and some of the most famous public 
green spaces in the world. Furthermore, it ranks first 
for number of cafés. The creative class is helping fuel 
the development of tech in the City of London fringe, 
diversifying the square mile’s reputation as simply a global 
financial powerhouse. 

Edinburgh is famous for its annual 
Edinburgh Festival Fringe, which turns 
the city into a series of stages – almost 
300 last year. As well as attracting 
the core bohemian actors, the festival 
draws and brings together individuals 
from all over the world. Edinburgh ranks 
highly for creative contribution to the 
economy and grassroots, arts-related 
activities. Residents report high levels of 
satisfaction of living.  

Prague scores particularly highly for its cultural 
amenities and wealth of creative activities. 

 ■ Inspiration prompts creativity that spurs the formation of new ideas. 

 ■ Inspiration in the form of bridging social capital and knowledge spillovers often derives 
from interactions between people from different backgrounds, with different outlooks and 
experiences. 

 ■ Nature and green spaces also inspire, be it through encouraging better health through 
exercise, allowing the mind a break from everyday distractions or via direct artistic inspiration.

 ■ City-scapes that nourish the body and mind attract and retain talent and encourage 
innovation. 

 ■ As Richard Florida expounds, with the right combination of talent, technology and tolerance, 
bohemians are the seeds that attract and inspire the innovation necessary to grow a 
successful city.

IN WHAT ENVIRONMENT IS 
INSPIRATION BENEFICIAL?

Florida espouses the benefit of the creative class for 
cities – in particular, the fact that bohemians create an 
‘aesthetic-amenity premium’ that culturally enhances 
one’s experience of a city. In turn, bohemians are 
also drawn to locations with aesthetic amenities 
that inspire, creating a cycle of positive feedback. 
Economist Edward Glaeser also highlights the 
importance of face-to-face contact that spurs 
creative inspiration, collaboration and innovation. 

Researcher Allen Scott suggests that creativity is 
‘organically developed,’ and the Dynamic Cities model 
includes an indicator to capture this in the form of city-
related community groups. US cities with higher levels of 
creativity and inspiration to innovate have been shown 
to outperform those lacking such characteristics.

HOW IS INSPIRATION VALUABLE FOR 
COMMERCIAL REAL ESTATE?

There is a weight of literature linking the presence 
of creative groups in an area to localised real estate 
price growth. Additionally, inspiration is one of the 
key drivers of innovation, which further boosts growth 

potential, helps insulate a city against obsolescence 
and helps create necessary wealth and weight of 
money in an area. The extent of cultural amenities 
and green spaces in a city are also shown to have 
a direct correlation with demand for space.

INSPIRATION CATEGORY      

The Inspiration category captures a diverse range of 
indicators including the intensity of cultural amenities 
such as museums and theatres and of self-organised, 
arts-related interest groups, which speaks to the level 
of engagement and cross-pollination of ideas. The 
degree to which the creative class contributes to a 
city’s economy is also captured by the category.

Cafés are modern-day nodes for meeting, working, 
thinking, people watching and idea sharing. Using 
2thinknow : City Benchmarking Data, the Inspiration 
category also factors in a city’s number of cafés 
as both a by-product and generator of inspiration 
and creativity. In addition to capturing the number 
of green spaces accessible to a community, the 
category takes into account the quality of those 
spaces and, therefore, their capacity to inspire.

TOP 5 CITIES FOR  
INSPIRATION
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Amsterdam is an active innovator, 
ranking third for density of start-ups. 
The city also scores highly for activities 
related to technology and enterprise.

INNOVATION
London is Europe’s engine room of 
innovation, with a top ranking for 
world-class universities, successful 
grassroots funding and knowledge 
spillovers. 

Cambridge is a city of driven innovators, 
taking the number one spot for start-up 
intensity and transference of ideas. 

Munich is the number one patent-generating 
city in terms of absolute number, reports 
2thinknow : City Benchmarking Data, and 
only Eindhoven, Cambridge and Basel exceed 
Munich for number of patents per capita. 

With a strong backbone of world-class 
academic institutions that rank second 
only to London in number, Paris ranks 
highly for its critical mass of patent 
generation.

 ■ Innovation is defined as the creation of new ideas, methods or things. 

 ■ Technology, a by-product of innovation, enables productivity and capacity for growth.

 ■ Just as forward-thinking research and development (R&D) brings about positive technological 
change, R&D serves to future proof cities. 

 ■ Cities with well-established universities encourage innovation, and such universities frequently 
help bring research to the commercial realm and promote agglomeration effects. 

 ■ Innovative cities typically have a higher proportion of postgraduates and tend to draw 
graduates who attended university elsewhere back home, allowing those cities to benefit from 
intellectual and human capital. 

IN WHAT ENVIRONMENT IS 
INNOVATION BENEFICIAL?

Although innovation has and will continue to disrupt 
existing sectors of the economy – for example, 
driverless cars potentially being used for logistics, or 
self-checkout machines in supermarkets – advanced 
technologies also create new employment categories 
and offer potential cost savings and scalability. 

Innovation, human capital and technology are central 
tenants of economic theory. Creative environments and 
pools of talented, open-minded individuals are essential 
to innovation taking hold. Diversity of experience and 
background facilitates knowledge spillovers and effective 
problem solving. Furthermore, funding sources, space 
for new start-ups to grow and established companies to 
undertake R&D are essential to promoting innovation.

HOW IS INNOVATION VALUABLE FOR 
COMMERCIAL REAL ESTATE?

A strong knowledge economy underpinned by innovation 
can support commercial real estate by helping reduce the 
market cyclicality and structural obsolescence of a city. 
It likewise drives the creation of new firms, which in turn 
increases demand for office space and R&D laboratories. 

A city with innovative critical mass creates a 
centripetal force of talent attraction, and resulting 
productivity can lead to wealth and spending power. 
Internet- and technology-savvy millenials are the 
primary age category driving both innovation and 
e-commerce growth, meaning cities that attract such 
talent are more likely to see demand for logistics, 
servicing demand for online retail. This provides 
opportunity for the growth of retail warehouses and 
other urban logistics solutions, for example. 

INNOVATION CATEGORY       

The Innovation category captures a diverse range of 
indicators. Factors such as number of patents, start-
ups and successful grassroots funding campaigns 
capture the realisation of ideas. Self-organised interest 
groups related to science, business and innovation, 
as well as more formal conferences, create potential 
for knowledge spillovers and the drive to innovate. 

Many universities are developing commercial arms to 
help bring to market academic research, particularly 
in science, technology, engineering and mathematics 
(STEM) subjects such as bioengineering and artificial 
intelligence. Leading universities can leverage their 
reputation to fund and brand their research.

TOP 5 CITIES FOR  
INNOVATION
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As per London and Paris, Munich’s commercial 
real estate investment market is well-established 
and active. Munich also benefits from relatively 
high wealth and ranks third in Europe for 
consumer spending per capita, according to 
2thinknow : City Benchmarking Data.

INVESTMENT
London is a leader for number of 
green-rated buildings, and ranks 
highly for liquidity and real estate 
market activity. In the shorter to 
medium term, office supply is 
increasing, particularly in the City of 
London, but strong wealth indicators 
and healthy population growth 
forecasts give London a strong long-
term investment foundation. While 
the Square Mile is at some risk due 
to financial services job relocation as 
a result of Brexit, London as a whole 
has a well-diversified workforce, so 
the overall impact on employment is 
expected to be relatively small.

Paris ranks second to London for green 
buildings and scores highly for liquidity 
and real estate market activity. Despite 
strong labour laws, Paris is one of the 
cities expected to benefit from financial 
institutions that move away from London 
post Brexit.

Zurich scores highly across the wealth 
and consumer spending indicators. 
The population is forecast to grow, and 
the Swiss city ranks in the top 20 for 
commercial real estate investment activity. 

Malmö ranks 33rd in the overall city 
index but sits among the top 5 on 
investment. 2016 saw an active 
investment market in Malmö, with a 
temporary low level of new supply. 
The city ranks relatively highly 
for purchasing power and has a 
growing population.

 ■ Investment is tied up in commercial real estate drivers and future population forecasts.

 ■ The innovation, inspiration, inclusion, interconnection and infrastructure that characterise 
Europe’s winning cities contribute to wealth creation, sustainability and long-term population 
growth, all of which are fundamental drivers of commercial real estate.

 ■ Taken together, measures of these six ‘i’s’ serve as a guide to the future investability of 
European cities.

 ■ The Investment category looks at a series of wealth indicators, current real estate investment 
activity as well as a city’s pool of officially green-rated buildings and its real estate pipeline 
now under construction. 

 ■ As energy and water prices increase, there is growing interest in sustainable buildings, such 
as those rated with BREEAM or LEED. Such buildings are also protective against future 
legislative risk. 

INSPIRATION

INCLUSION

INNOVATIONINFRASTRUCTURE

INTERCONNECTION

INVESTMENT

TOP 5 CITIES FOR  
INVESTMENT 
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THE LONDON 
INFRASTRUCTURE 2050 
PLAN INVOLVES MORE 
THAN GBP 1 TRILLION 
WORTH OF INVESTMENT 
COVERING HOUSING, 
TRANSPORT, DIGITAL 
INFRASTRUCTURE AND 
BASIC SERVICES.

LONDON

London is the top-ranking city among Savills 
IM Dynamic Cities and also holds the top 
spot within the Innovation, Interconnection, 
Infrastructure and Investment categories. 
As a large and vibrant capital, London is a 
major global player and a leader in the arts, 
commerce, education, entertainment, fashion, 
research and tourism. London’s global city 
status is driven largely by its diverse range 
of people and cultures, with more than 300 
languages spoken across the English capital.

London’s strong human capital is forecast to 
continue to expand, supported by initiatives such 
as the ambitious London Infrastructure 2050 

Plan. This plan involves more than GBP 1 trillion 
worth of investment covering housing, transport, 
digital infrastructure and basic services.  

In the short to medium term, London office 
supply is increasing, particularly in the City 
of London, but strong wealth indicators and 
healthy population growth forecasts give London 
a strong long-term investment foundation. 
While the Square Mile is at some risk due to 
Brexit-related financial services job relocation, 
London as a whole has a well-diversified 
workforce, therefore the overall impact on 
employment is expected to be limited.

OFFICE 

Although occupier demand for 
London City office space moderated 
following the EU referendum – with 
modest take-up, a vacancy rate of 
around 5.6% and average City Grade 
A rent at GBP 65 per square foot 
(sqft) – the London office market is 
in reasonable shape. Occupier and 
investment activity rebounded in Q4 
2016 after a weak H1 2016, signs 
that businesses are committed to 
London as a destination for work. 
Certainly, questions regarding the 
impact of Brexit and, in particular, the 
banking sector still loom, but overall 
the City office market has so far 
remained robust through a turbulent 
period.

RETAIL 

London hosts a number of top UK shopping 
locations. The most popular are Oxford and 
Bond Streets, Covent Garden, Knightsbridge 
and shopping centres such as Westfield 
Stratford. London retailers have experienced 
a boon period following the Brexit 
referendum: weak sterling and boosted 
tourist levels have resulted in a significant 
increase in trading volumes. London retail 
also leads in technological advancements: 
the upcoming redevelopment of Bird Street, 
just off Oxford Street, will be a global first, 
creating the world’s first ‘smart street’ and 
traffic-free hub hosting pioneering fashion 
and technology brand pop-ups. Bird Street 
aims to utilise Pavegen technology to 
generate power through human movement, 
a huge step towards making London’s West 
End more energy efficient and cutting-edge 
and activating an underused space just off 
the main high street thoroughfare.

INDUSTRIAL  

Demand for logistics 
space around London is at 
unprecedented levels due to 
the growth in e-commerce and 
last-mile fulfilment. Retailers, 
supermarkets and third-
party logistics providers are 
all very active, with much of 
the demand still focused on 
modern, big-box space. Prime 
logistics rents have continued 
to increase, while property 
yields have continued to 
tighten.
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PARIS IS ONE OF 
THE MOST LIQUID 
INVESTMENT MARKETS 
IN EUROPE, SECOND 
ONLY TO LONDON, 
WITH A DIVERSE 
INTERNATIONAL 
INVESTOR BASE.
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PARIS
Paris, the capital of France, is not only the 
political and economic centre of the country 
but also a true world city. It sits at the heart of 
the Île-de-France region, home to around 12 
million, or 18 percent of the French population. 
Paris is one of four European megacities, 
including Istanbul, Moscow and London. 
Population growth is strong, with a focus 
on the suburban areas around the city.

Paris benefits from its central location within 
France and Europe. Not least due to its 
historical and cultural appeal and image as 
the capital of fashion, Paris is also one of the 
world’s most popular tourist destinations. 

The Paris region dominates the French economy. 
It contributes around 30 percent of national and 

around 4 percent of European GDP. Its economic 
base is well-diversified, with a focus on business 
services, information and communications 
technology as well as financial services. Paris 
is also the educational and research hub of 
France, with several internationally reputable 
universities and institutes. The city is expected 
to grow by 1.8% over the next decade – 
more than both the national and European 
average – according to Oxford Economics.

Overall, Paris is one of the most liquid investment 
markets in Europe, second only to London, with 
a diverse international investor base. The French 
capital’s real estate markets will be shaped very 
much by the Grand Paris urban development 
project, development of industry clusters and 
improvement of the public traffic system.

OFFICE 

Totalling around 53 million square metres 
(sqm), the Greater Paris office market 
is the largest in Europe and represents 
half of France’s office stock. The market 
continued to improve in 2016: strong 
demand and low completions led to 
vacancy rates falling further. Therefore, 
all submarkets saw an increase in prime 
headline rents. The short-term outlook 
remains positive, in particular in the central 
business district and La Défense. From 
2018 new supply will curb further rental 
growth. While there will be some Brexit-
related financial services job relocations, 
the scale is likely to be modest and 
the impact on the office market fairly 
limited. According to PMA, total return 
expectations for Paris over the next five 
years are frontloaded and approximate the 
European average of around 3%, with La 
Défense, the top market, delivering more 
than 5%.

RETAIL 

Paris is locked in competition with 
London to be Europe’s largest, 
most attractive and most expensive 
retail market. However, 2016 was a 
challenging year due to terror attacks 
and strikes. French retail sales, 
particularly luxury spending, slowed 
despite consumer confidence reaching 
its highest level since 2007. Domestic 
and international retailer demand for 
prime space in good locations remains 
strong. Lack of supply, particularly on 
the prestigious high streets, should 
only slowly improve. Prime rents, 
resilient in 2016, are expected to 
improve moderately, assuming there 
are no further terror attacks. Recent 
deregulations in the retail and labour 
markets (e.g., Law Macron) are 
supportive. PMA expects total returns 
at just below 4%, under the European 
average.

INDUSTRIAL 

Paris lies at the heart of France’s 
north-south logistics corridor and 
belongs to the largest European 
logistics markets, with a catchment 
population of around 38 million within 
three hours driving time of the city. 
Demand for French logistics space 
remained strong in 2016, but was 
weaker in the Paris region due to a 
lack of modern supply and a structural 
shift to regional markets driven by 
some food retailer supply chain 
reorganisation. Developments in the 
Paris region are slowly improving, 
although they are still below what 
is needed, and owner-occupier 
and turnkey deals dominate. Prime 
headline logistics rents in the Paris 
region remained largely stable in 2016. 
PMA expects a total return of around 
5% over the next five years, slightly 
above the European average.
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CAMBRIDGE IS HOME 
TO MORE THAN 
4,300 KNOWLEDGE-
INTENSIVE FIRMS, 
EMPLOYING 58,000 
PEOPLE AND 
GENERATING MORE 
THAN GBP 11 BILLION 
IN REVENUE.
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Cambridge is a university city located just 50 
miles north of London. The city houses the 
largest technology cluster in Europe and is 
supported by the world-renowned University 
of Cambridge. Cambridge is home to more 
than 4,300 knowledge-intensive firms, 
employing 58,000 people and generating 
more than GBP 11 billion in revenue.   

According to Oxford Economics, employment 
grew 31% over the last 10 years, and 
this growth is expected to continue. The 
city ranks number three overall among 
Savills IM Dynamic Cities and is notable 
for its thriving knowledge economy.

A victim of its own success, Cambridge has 
historically suffered from intense pressures on 
housing. But these are easing, with a forecast 
average of more than 2,000 completions 
each year. Cambridge also benefits from its 
proximity to London, and a recently opened 
second railway station will improve the city’s 
interconnection. Additionally, from 2018 direct 
trains are planned between Cambridge and Kent 
via London Bridge station in Central London. 

OFFICE 

The Cambridge office market 
had a good year in 2016. 
Although year-on-year take-
up declined, it followed a very 
strong 2015 characterised by 
EU referendum uncertainty. 
The referendum was the 
key take-up driver during 
the year, which saw activity 
heavily concentrated in the 
final quarter.

RETAIL 

Cambridge’s historic and compact 
nature makes it a key target for many 
retailers. Although it provides for an 
attractive shopping environment, 
occupiers typically struggle to find 
‘right size, right configuration’ units. 
Regardless, its distance from competing 
towns means that its retail market 
is relatively self-contained, with a 
catchment area extending over much 
of Cambridgeshire. Cambridge’s 
shopping population is boosted by 
the 40,000 students attending the two 
main universities (Cambridge and Anglia 
Ruskin) and more than 7 million (day and 
overnight) visitors annually. The main city 
centre retail pitch is centred around the 
Grand Arcade shopping centre, which 
opened in 2008 and houses retailers 
such as John Lewis, Apple, Ted Baker 
and Hollister.

INDUSTRIAL 

According to Carter Jonas, there is an 
estimated 350,000 sqft of industrial 
space available within a 10-mile radius of 
Cambridge city centre, the vast majority 
of which is poor quality, second-hand 
accommodation. The problem of limited 
and still-declining availability has, until 
recently, been exacerbated by the lack of 
new industrial development since 2007. This 
dilemma has been further compounded by 
pressure to redevelop city centre industrial 
sites into alternative, higher-value uses, 
with residential, retail warehousing and 
student accommodation being the main 
beneficiaries. In the last 6-12 months, 
there has been a noticeable change in this 
long-term trend, with an increase in both 
speculative development and pre-leasing 
activity in both the immediate area and 
farther afield. 

CAMBRIDGE
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WITH 7.5 MILLION 
INHABITANTS, THE 
VERY DENSELY 
POPULATED RANDSTAD 
IS ONE THE LARGEST 
METRO REGIONS IN 
EUROPE. 
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Amsterdam is the capital of the Netherlands, 
even though the government seat is in The 
Hague. Lying below sea level, it is a wet city 
with a large inland waterfront connected to 
the North Sea. Its medieval city centre is 
famous for its multitude of canals (grachten) 
and bridges. Often compared to Venice, 
the old town is a very attractive destination 
for domestic and international tourists.

The urban area of Greater Amsterdam has 1.3 
million inhabitants and is part of the Randstad, 
a closely interlinked agglomeration of the four 
largest Dutch cities. With 7.5 million inhabitants, 
the very densely populated Randstad is one 
the largest metro regions in Europe. The 
region forms the Dutch economic heartland, 
hosting 40% of the Dutch population and 
contributing around 50% of national GDP.

Amsterdam is the commercial and financial 
centre of the Netherlands, and many domestic 
and international corporations are either 
headquartered or have large branches there 
(e.g., BCG, KPMG, Philips, ING, ABN AMRO, 
Heineken, AkzoNobel). It commands the 
highest per capita income, and the local 
economy shows high innovation activity 
reflected in a large number of start-ups. Due 
to the city’s size, seaport and international 
Schiphol airport, Amsterdam is also a major 
national and international distribution hub.

Amsterdam is expected to outpace all other 
Dutch cities or regions in terms of GDP 
and population growth: Oxford Economics 
forecasts an average growth of 1.6% and 
0.7%, respectively, over the next decade, 
both above the European average.

OFFICE 

Amsterdam led the Dutch office 
market recovery in 2016, with 
occupiers focused on quality 
space in better locations. The city 
centre and central business district 
(south axis) are clear beneficiaries 
of this trend. Shortage of modern 
stock in these areas is supporting 
rental growth, and Brexit-related 
financial service job relocations 
could intensify this trend. Positive 
investor sentiment and robust 
investment activity are expected to 
push prime yields down. Overall, 
PMA expects an average annual 
total return of 5.7% over the next 
five years.

RETAIL 

Amsterdam is by far the largest retail market 
in the Netherlands, and the city centre’s 
main shopping streets command the highest 
rents. Amsterdam has not been immune to 
higher insolvencies in the recent past, but 
the market situation varies considerably 
by location. Retailer demand in the main 
shopping streets is expected to remain 
strong, especially from international fashion 
chains and discounters. Oxford Economics 
expects Amsterdam to have the strongest 
retail sales growth nationwide. Occupier and 
investor competition for the best units in 
prime locations will continue to support rental 
growth and suppress yields. PMA expects 
average total returns of around 5.8% over the 
next five years.

INDUSTRIAL 

Amsterdam’s logistics market is an 
integral part of the European logistics 
network stretching from the UK to Italy 
(known as the Blue Banana). Because 
of limited land, the city’s logistics stock 
is constrained and mainly clustered 
around the port and airport, with the 
latter area commanding the highest rents 
nationwide. Demand is strong, driven by 
the improving economy, e-commerce 
and the related restructuring of logistics 
networks. Modern space is scarce and 
developments are mostly build-to-suit. 
Therefore, we expect moderate rental 
growth and continued yield compression. 
PMA expects total returns to average 
4.4% over the next five years. 

AMSTERDAM 
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BERLIN’S HIGH-
TECH AND SERVICE-
SECTOR BOOM HAS 
LED TO DYNAMIC 
ECONOMIC GROWTH 
ASSOCIATED WITH A 
NOTABLE DECREASE IN 
UNEMPLOYMENT.  
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Following German reunification, Berlin – 
Germany’s largest and capital city – underwent 
significant economic restructuring. In the words 
of the city’s former longstanding mayor Klaus 
Wowereit, for almost two decades Berlin was 
‘poor but sexy.’ However, the city continues to 
attract younger generations, in particular due to 
its world-renowned universities, comparatively 
low cost of living, creative and cooperative 
working environment and cultural diversity.

The more recent high-tech and service-
sector boom has led to dynamic economic 
growth associated with a notable decrease 
in unemployment. Berlin’s economy is now 
based on a diverse range of interconnected 
industries, including R&D, pharmaceuticals, 
biotechnology and construction. According 
to Oxford Economics, Berlin’s population will 
grow 8% by 2030, and average GDP growth is 
forecast at almost 2% per annum until 2030.

OFFICE 

Berlin’s office leasing market remains at full 
steam. Colliers International reported that 
in 2016, constructions remained moderate 
while take-up climbed to a new record 
high of 863,000 sqm. Thus, vacancy fell to 
a critical 3%. We do not expect vacancies 
to rise significantly in 2017-18, as demand 
is still high and 54% of office space under 
construction has already been preleased. 
According to JLL, prime rents increased 
by 13% in 2016, to EUR 27 per sqm per 
month, and PMA forecasts prime rental 
growth of 2% until 2021. Continued 
high demand and scarcity of available 
investable product is reflected in the 70 
basis points year-on-year decrease in 
prime office yields to 3.3%. PMA forecasts 
prime capital values to grow by 2% 
annually until 2021.

RETAIL 

Berlin is Germany’s most diverse 
retail market and a gateway for many 
international brands. JLL reported, 
however, that high street retail saw 
a below-average take-up result in 
2016. According to BNP Paribas, 
prime shop rents nevertheless rose 
slightly to EUR 320 per sqm per 
month. PMA forecasts prime rents to 
increase by 2% annually until 2021, 
while prime capital values should 
increase by 3% annually over the 
same period. Since retail will benefit 
from population growth and good 
economic conditions, investors are 
likely to focus further on Berlin retail 
properties over the next few years. 

INDUSTRIAL 

While achieving an above-average 
take-up volume in 2016, Berlin’s 
logistics leasing market is not likely 
to exceed previous years’ results. 
Nevertheless, according to JLL, 
prime logistics rents increased by 
more than 6% due to a scarcity 
of available modern supply. PMA 
forecasts prime rents to remain 
mostly stable until 2021 despite 
the scarcity of newly built, modern 
logistics properties and increasing 
demand for quality space. Due 
to high investor demand, PMA 
forecasts prime capital values to 
grow by 3% annually until 2021. 

BERLIN
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THE MUNICH REGION 
HOSTS THE HIGHEST 
CONCENTRATION OF 
LISTED COMPANIES 
ON GERMAN STOCK 
INDICES DAX 30, MDAX 
50 AND TECDAX 30.  
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With a population of about 1.5 million, Munich 
is the third-largest and most densely populated 
city in Germany. Munich ranks sixth overall 
among our Dynamic Cities and is a fixture at 
the top of various global liveability indices.

The city and surrounding area host the 
highest concentration of listed companies on 
German stock indices DAX 30, MDAX 50 and 
TecDAX 30. In addition to boasting a strong 
manufacturing sector, the city is a leading 

location for science, education and research, 
which plays into its high innovation ranking.

Because of Munich’s economic strength and high 
quality of living, both its commercial and residential 
property markets have experienced excess 
demand for many years. According to Oxford 
Economics, Munich’s total population will grow 
18% by 2030, during which time average GDP 
growth is forecast at more than 1% per annum.

OFFICE 

Due to healthy occupier demand, 
since 2013 Munich’s office leasing 
market has seen increasing total 
take-up on the one hand and 
significantly decreasing vacancies 
on the other, according to Colliers 
International. Given the limited 
construction pipeline, further rental 
growth is likely: PMA forecasts 
prime rents to grow by almost 2% 
annually until 2021. According to 
JLL, Munich’s investment volume 
grew by 11% year on year in 2016. 
Due to high investor demand for 
a limited number of core office 
properties, prime yields fell to 
3.3%, the city’s lowest historical 
level. PMA forecasts prime capital 
values to grow by almost 3% 
annually until 2021.

RETAIL 

Munich’s retail market greatly benefits from 
the city’s strong population growth and 
economic fundamentals. This is why demand 
from domestic and international brands for 
high street units remains robust. JLL reported 
that overall take-up in 2016 was 50% below 
the five-year average. However, this can be 
mainly attributed to the scarcity of available 
high street units. Thus, prime rents remained 
stable at EUR 360 per sqm per month. 
Scarcity of available units means prime yields 
in Munich are the lowest in Germany. BNP 
Paribas reported a prime shop net yield of 
3.25% at the end of 2016 and expects further 
yield compression. PMA forecasts prime 
capital values to grow by more than 3% 
annually until 2021.

INDUSTRIAL 

Munich’s logistics market is expensive 
due to high land prices, and relatively 
small due to its peripheral location within 
Germany. According to JLL, prime 
logistics rents stood at EUR 6.75 per 
sqm per month at the end of 2016. 
However, rental growth is limited by 
tight margins. JLL reported that prime 
yields were 5% at the end of 2016, but 
are expected to fall further due to high 
investor demand. This is mainly driven by 
a search for income-producing assets, 
higher yields compared to other real 
estate sectors and an active leasing 
market. 

MUNICH
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IRELAND’S POSITIVE 
GROWTH OUTLOOK, 
LOW TAX RATES AND 
FLEXIBLE LABOUR 
LAWS MAKE DUBLIN 
AN EASY TARGET 
FOR REAL ESTATE 
INVESTMENT.  

TOP 1O FOR 
INCLUSION

TOP 1O FOR 
INSPIRATION

Dublin, the capital city and economic centre of 
the Republic of Ireland, is known for its historic 
buildings, pubs and cobblestone streets, which 
have more recently attracted contemporary artists. 
Dublin is a primary destination for North American 
expatriates given its shared language, relative 
geographic proximity and familiar culture and 
climate. The Greater Dublin Area also hosts a large 
number of European headquarters and bases of 
pharmaceutical, information and communications 
technology companies. 

Ireland was the first Eurozone country to experience 
a recession after the global financial crisis. While 
Dublin hosts four of eight world-ranked Irish 
universities, thousands of graduates emigrated 
from the city when recession hit. However, by 2015 
Ireland was the fastest-growing EU economy. 

Ireland’s positive growth outlook, low tax rates 
and flexible labour laws make Dublin an easy 
target for real estate investment.  The population 
of the Greater Dublin Area is expanding rapidly 
and is estimated to reach 2.1 million by 2020, 
according to the Central Statistics Office. Take-up 
volumes have continued to improve, notably in the 
information technology and telecommunications 
sectors. 

Dublin could be one of the biggest beneficiaries 
of Brexit-related bank job relocation from the City 
of London. Due to a number of office completions 
in Dublin city centre submarkets and additional 
planned developments, the Irish capital could 
respond relatively easily to an increase in demand 
for office space.  

OFFICE 

The Dublin office market is centred around 
districts 2, 4 and the International Financial 
Services Centre. Total take-up amounted to more 
than 246,000 sqm in 2016, according to CBRE. 
A key shortage of space – in particular, Grade A 
space – remains an issue, which has resulted in a 
sharp increase in rental growth. However, Dublin 
benefits from political and economic ties with the 
UK, and could be one of the top beneficiaries of 
bank office job relocation as a result of Brexit. 
Barclays, Standard Chartered and Investec 
have already chosen Dublin as their EU base 
for ensuring continued passporting rights and 
access to the single market. PMA forecasts office 
stock to grow to slightly more than 4 million sqm 
through 2021. 

RETAIL 

Dublin’s main shopping area is 
concentrated around the city 
centre, notably Grafton and Henry 
Streets. A number of in-town 
shopping centres such as Liffey 
Valley Park, Blanchardstown 
and Dundrum are also popular 
destinations. Dublin continues 
to be the main focus for new 
entrants to Irish markets, including 
Sostrene Grene, Prezzo, & Other 
Stories, Cath Kidston, The Range 
and Victoria’s Secret. 

INDUSTRIAL 

The main Dublin logistics hub 
is located in the southwest (N7) 
corridor. The lack of available 
Grade A space remains a key 
feature of the market, and in 
our view, the build-to-suit route 
remains one of the few viable 
options for occupiers to secure 
accommodation. However, 
there remains a lack of occupier 
confidence to proceed with 
designing and building facilities 
due to the long lease term 
required to make the facilities 
viable.  

DUBLIN
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STOCKHOLM’S 
ECONOMIC GROWTH 
HAS COMFORTABLY 
OUTPERFORMED 
BOTH THE SWEDISH 
AND EUROPEAN CITY 
AVERAGE OVER THE 
LAST DECADE. 
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Stockholm, the capital of Sweden, 
encompasses 14 islands and more than 50 
bridges in an extensive Baltic Sea archipelago. 
As the home of start-up giants such as King 
and Spotify, the city is characterised by a high 
level of innovation. Stockholm’s economic 
growth has comfortably outperformed both 
the Swedish and European city average 
over the last decade. According to Oxford 
Economics, Stockholm’s economy is expected 
to grow by 3.3% in 2017, with business 
services continuing to drive growth. 

Sweden is experiencing high population 
growth due to rising birth rates, increasing life 
spans and significantly higher-than-expected 
immigration. Stockholm’s population is 
expected to grow by about 1.2% annually 
over the next few years, according to Oxford 
Economics. Stockholm benefits from the 
highest employment rate in Sweden: 72%, 
according to Statistics Sweden, compared 
to an average rate of 67% nationally. 
Stockholm’s labour force has a high level of 
educational attainment, with close to 50% of 
the labour force having an advanced degree, 
compared to the national average of 41%.   

OFFICE 

The Stockholm office market 
continued to perform well in 2016, 
and office-based employment 
rose by 2.8% year on year in 
Q4. The overall vacancy rate 
in the Stockholm region fell to 
approximately 7.4% in the second 
half of 2016, and take-up reached 
an annual total of 481,000 sqm, 
representing the highest level of 
take-up recorded in Stockholm 
since 2007. The largest deals of 
the year were for space in Solna/
Sundbyberg. Lack of new supply 
coupled with strong demand 
pushed prime rents higher in 
the central business district, 
Solna/Sundbyberg and adjacent 
suburbs. The demand-supply 
imbalance is expected to result in 
further rental growth in 2017.   

RETAIL 

The upmarket end of the Stockholm 
shopping scene is where Norrmalm 
meets Östermalm, in the mainland part 
of town. The adjacent streets of Mäster 
Samuelsgatan and Biblioteksgatan are a 
hub for mid-range and designer Swedish 
brands. Stockholm’s retail market has 
enjoyed positive annual growth for 
16 consecutive years, fuelled by both 
steadily increasing population growth and 
rising disposable incomes. According 
to PostNord, in terms of average online 
spending per year per capita, the Nordics 
e-commerce market ranks third in 
Europe. Sweden remains the most mature 
e-commerce market in the Nordics: the 
country has well-established players; a 
well-functioning, competitive market; and 
capable logistics infrastructure.  Various 
data point to further e-commerce growth in 
more mature sectors such as clothing and 
footwear, as well less-mature sectors such 
as food and do-it-yourself.  

INDUSTRIAL 

Rapid e-commerce growth and 
improving supply-chain efficiency 
continue to drive occupier demand for 
modern logistics platforms. Stockholm 
has a small logistics catchment 
population, but the second-highest 
consumer spending per capita in 
Europe. Supply remains extremely 
limited in Stockholm and is likely to 
remain so given the limited development 
pipeline, which is dominated by pre-
let or self-supply schemes. Occupiers 
are being pushed farther afield due to 
high prices, strong demand and limited 
available space. Prime Stockholm 
logistics rents stood at EUR 104 per 
sqm per annum in 2016. Rents are 
expected to increase by 1-2% per year 
over the next five years, according to 
PMA. 

STOCKHOLM
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EDINBURGH’S HISTORICAL 
AND CULTURAL 
ATTRACTIONS HAVE MADE 
IT THE UNITED KINGDOM’S 
SECOND MOST POPULAR 
TOURIST DESTINATION 
AFTER LONDON, 
ATTRACTING MORE THAN 
1 MILLION OVERSEAS 
VISITORS EACH YEAR. 

TOP 1O FOR 
INCLUSION

TOP 1O FOR 
INSPIRATION

Edinburgh is the capital of Scotland and 1 of 
32 local government council areas. Historically 
part of Midlothian, the city has long been a 
centre of education, particularly in the fields 
of medicine, Scots law, literature, science 
and engineering. The University of Edinburgh, 
founded in 1582 and now one of four universities 
in the city, is a top 25 university globally, 
according to QS World University Rankings.

Edinburgh is also famous for its Fringe 
Festival, the world’s largest annual international 
arts festival. The city’s historical and 

cultural attractions have made it the United 
Kingdom’s second most popular tourist 
destination after London, attracting more 
than 1 million overseas visitors each year. 

Edinburgh has a high proportion of young 
adults, with 19.5% of its population in their 20s 
(exceeded nationally only by Aberdeen) and 
15.2% in their 30s, the highest percentage in 
Scotland. Its diverse, multicultural population 
promotes the city to fourth place within 
the Dynamic Cities Inclusion category.

OFFICE 

Office take-up improved significantly 
in Q4 2016, increasing to a total of 
236,655 sqft. A number of larger 
deals included Ernst & Young’s 
acquisition of 32,500 sqft at Atria 
One office complex, Scottish 
Enterprise renewing its lease at 
Apex 1 and ST Microelectronics 
taking space at Tanfield office suite, 
according to Savills. Continued 
space commitment by a variety of 
occupiers demonstrates that prime 
Edinburgh city centre offices are 
very much in demand. In addition, 
there are several large requirements 
still active within the market. The 
current lack of supply is unlikely to 
be alleviated until 2018-19 when a 
number of key developments are 
due to complete.   

RETAIL 

Edinburgh’s main shopping area is 
concentrated around the city centre, notably 
on Princes and George Streets. Princes Street 
provides a prime shopping thoroughfare, 
but with an uninterrupted view of a medieval 
castle. Shops only line one side of the 
street, with the other side allowing shoppers 
breathtaking views of the Old Town cityscape. 
Home to huge flagship stores such as 
Debenhams, House of Fraser, Zara, Primark, 
Marks & Spencer and the historic Jenners, 
Princes Street is the place to keep up with 
high street fashion. Parallel thoroughfare 
George Street is the grandest in Edinburgh, 
characterised by lovely Georgian architecture 
and bookended by the beautiful St Andrew 
and Charlotte Squares. It is also home to 
many upmarket retail stores and several 
hotels. The two high streets are linked via 
Hanover, Frederick and Castle Streets.   

INDUSTRIAL 

The Scottish central industrial belt 
connects Glasgow in the west, Falkirk 
in the north, Edinburgh in the east 
and Hamilton in the south. Take-up in 
the central belt increased from 1.22 
million sqft in 2015 to 1.47 million sqft 
in 2016. As a result, the vacancy rate 
fell to 8.3% by the end of 2016, the 
lowest ever recorded in the region. 
In an environment of constrained 
good-quality space, there is limited 
speculative supply. Moreover, the 
entire region will benefit from motorway 
network improvements to the M8, M73 
and M74. The installation of a new 
railway bridge allowing the Rutherglen 
to Whifflet line to pass over the new 
M8, for instance, will help reduce 
network journey times.

EDINBURGH 
#9
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ZURICH IS THE 
LARGEST CITY IN 
SWITZERLAND AND 
A GLOBAL CENTRE 
FOR BANKING AND 
FINANCE. 
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Zurich is the largest city in Switzerland and 
a global centre for banking and finance. 
Almost 80% of the city’s employees work 
in the service sector. Zurich is embedded 
in an urban agglomeration of about 1.5 
million people, which Oxford Economics 
expects to grow 17% by 2030.

Due to low local tax rates, many overseas 
companies have decided to set up their 
headquarters in Zurich. The city is also home 

to 10 of Switzerland’s 50 largest companies – 
including ABB, UBS, Credit Swiss and Swiss 
Re – and two world-renowned universities, 
ETH Zurich and the University of Zurich.

Zurich is among the most expensive cities with 
regard to cost of living, but came in second in 
Mercer’s annual Quality of Living survey. This 
is why it is no wonder that Zurich ranks 10th 
overall among Savills IM Dynamic Cities.

OFFICE 

Until the late 1990s, the Zurich office 
market was mainly focused on the central 
business district and some back-office 
sites in outlying neighbourhoods. Since 
then, significant investment in the regional 
transport network has contributed to 
office market growth. Submarkets such 
as Zurich West, Oerlikon and Wallisellen 
attract tenants via modern stock. Supply 
increased continually between 2009 and 
2016 due to a number of completions 
that peaked in 2014 and led to subdued 
demand for new space. According to JLL, 
vacancy amounted to 5.2% at the end 
of Q1 2017. Since its last peak in 2011, 
prime office rents have been significantly 
falling from CHF 1,100 per square metre 
(sqm) per month to CHF 790 per sqm per 
month in Q1 790. JLL expects that prime 
office rent has probably found a bottom at 
its current levels.   

RETAIL 

Bahnhofstrasse, a high 
street in the heart of Zurich, 
hosts the most exclusive 
shops. According to CBRE, 
a number of international 
brands such as Prada, 
Dolce & Gabbana and 
Zara Home opened stores 
there in 2016 or plan to in 
2017. High demand from 
international chain stores 
meant that there was no 
space available to rent in 
most city centre locations at 
the end of 2016. According 
to CBRE, prime high street 
shop rents stood slightly 
above EUR 790 per sqm 
per month – the highest 
throughout Zurich.   

RESIDENTIAL 

According to UBS, the Swiss residential 
market shows signals of overheating 
in areas such as Zurich and Central 
Switzerland. This can mainly be attributed 
to a deterioration of the buy-rent ratio as 
the increase in home prices outpaced 
the increase in rents and income. 
Furthermore, UBS reports that overall 
construction activity will likely remain too 
strong in 2017. According to the Global 
Property Guide, the median asking price 
for owner-occupied apartments was 
EUR 12,050 per sqm at the end of 2016, 
while gross rental yields stood at 3.27% 
in August 2016, almost unchanged from 
2014. Rents for a 120 sqm apartment in 
Zurich amounted to almost EUR 3,950 per 
sqm and are expected to grow further, if 
only marginally.

ZURICH
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Disclaimer

This document has been prepared by Savills Investment Management LLP, which is authorised and regulated by the Financial Conduct Authority (FCA) 
under registration number 615368. Property is not a financial Instrument as defined by the Market in Financial Instrument Directive under European 
regulation; consequently, the direct investment into and the management of property is not regulated by the FCA. The registered office is at 33 Margaret 
Street, London W1G 0JD. This document may not be reproduced, in whole or in part, in any form, without the permission of Savills Investment 
Management. To the extent that it is passed on care must be taken to ensure that this is in a form that accurately reflects the information presented here.

Whilst Savills Investment Management believes that the information is correct at the date of this document, no warranty or representation is 
given to this effect and no responsibility can be accepted by the Manager to any intermediaries or end users for any action taken based on 
the information. As Savills Investment Management and its subsidiaries operate and manage funds which invest in property, this research 
is not represented as being impartial. Property can be difficult to sell and it may be difficult to realise investments when desired.

This is a marketing communication and it has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and it is not subject to any promotion on dealing ahead of the dissemination of investment research. Certain statements 
included in this outlook are forward looking and are therefore subject to risks, assumptions and uncertainties that could cause actual markets to 
differ materially from those forecast or implied because they relate to future events. Consequently, the actual performance of any investments could 
differ materially from expectations based on our forward-looking statements. Accordingly, no assurance can be given that any particular expectation 
will be met and readers are cautioned not to place undue reliance on forward-looking statements that speak only at their respective dates.

All rights reserved by Savills Investment Management LLP.
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