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First half of 2022

Key takeaways

— The office market is gradually regaining strength: Paris as a whole performed well on the back of new
user demand for high-quality properties in good locations.

— Retail remains under high structural pressure due to remote working and e-commerce. The market for
retail parks, which is more active in terms of investment, also remains polarised.

— Residential continues to perform well, although the changes brought about by the pandemic are altering
household behaviour and the nature of rental demand.

— Logistics, a market that has evaded the crisis: the sector continued its good performance in 2021.

Chart in focus
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Investment markets have been fairly erratic since the
pandemic began in 2020, therefore, it is important

not to draw too hasty conclusions. In the more ma-
| ture markets, such as Paris and London, activity in
| the first half of 2021 remained below the ten-year av-
| erage. In addition to the impact of Covid-19, London
: has been impacted by the effect of Brexit since 2016.
| L E. Germany, particularly its four largest cities, remains
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anchor point of Core office investments for medium
and long-term revenues.
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The business and consumer climate improved at the
end of 2021, which suggests that the economic recov-
ery is set to continue in 2022. As elsewhere in Europe,
the spillover effect of monetary and fiscal policy
measures aimed at supporting the economy will slow
down in 2022. However, the expected negative fiscal
impulse will probably curb economic growth to a lesser
extent in France compared with the other members of
the eurozone. According to IMF estimates, France’s
primary budget deficit will be reduced by around 2.6%
of its gross domestic product next year. At the same
time, a negative fiscal impulse of around 3% of GDP is
expected for the eurozone as a whole.

New office uses

While the recovery is underway in Ile-de-France, a re-
turn to the average levels prior to Covid-19 remains out
of sight. The upturn has been more marked in Paris,
however, especially in the CBD. At a time when the hy-
brid working method is establishing itself as a crucial
model, the focus of attention is placed more than ever
on the question of employee experience. In order to at-
tract talent, technology companies are moving away
from large sites in outer suburbs in favour of smaller
units in the centre of Paris. Demand for the highest
quality properties is coming from the consulting and
financial sectors, and generating steady growth in
prime rents. The strong upturn in demand for cowork-
ing spaces also serves to confirm this trend. Investors’
appetite is focused on the best properties, pushing the
prime yield rate to record levels, and on value-add strat-
egies aimed at repositioning real estate in accordance
with the latest standards.

Retail parks in focus

The total retail volume of transactions in 2021
amounted to less than EUR 3 billion, as against EUR
4.5 billion in 2020 and EUR S billion in 2019. This is
evidence of alack of confidence in the underlying asset
class. The transactions primarily relate to retail parks,
which are more resilient to the structural changes of e-
commerce as they are synonymous with “value for
money” for both consumers and brands. However, the
market is also polarised in this segment. On the rental
market, the significant adjustment in rents has ena-
bled the city centre segment in the regions to regain
strength with the emergence of new brands. The multi-
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channel strategy remains the holy grail for enhancing
turnover and square metres, and the adjustment of the
brands is swift. In Paris, the absence of a rebound in
tourism due to improved mobility serves to explain an
average vacancy rate of 8.7%; on some streets it is fluc-
tuating between 15% and 20%.

Residential sector changing

The attractiveness of the sector shows no sign of abat-
ing, confirmed by the rise in demand in secondary
towns, stimulated by the effect of remote working and
new household aspirations. The price increase has
reached 5% to 7% in some towns, while prices in Paris
are stagnating. The crisis has reshuffled the cards
among other things for rental demand, particularly in
terms of the type of properties and services expected:
co-living has thrived in the large cities. On the invest-
ment market, institutional investors remain very ex-
cited about the affordable rental sector and extended
co-living: the development of services could be an al-
ternative to a cap on rents, from the student segment
to more targeted populations. Co-living professionals
outside the country view France as a location of prefer-
ence. The downside remains the lack of available sup-
ply, which could potentially prompt a repositioning of
assets.

Logistics continuing its boom

The increase in the pace of activity continued in 2021
with the accelerated change in consumption methods
placing heavy demands on the storage capacities in and
around the main consumer centres. The decline in key
operations performed personally and for own account
(-6% in one year) testifies to the necessity for retail play-
ers to rapidly restructure their production tools and
massively expand their flows of goods by leasing exist-
ing properties or those under construction. At the
same time, the administrative, regulatory and growing
environmental pressures are serving to reduce the sup-
ply of properties suitable for accommodating new de-
velopments. These factors are combining to boost
rental values. The investment market in logistics is
continuing to grow and is becoming the second sector
favoured by investors. The strong appetite of investors
is leading to renewed yield compression.
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Chart 1: Development of vacancy rates on the Chart 2: Amount invested in logistics in France, in
main markets of Ile-de-France EUR billions, and share of commercial real estate

(%)

12 61 -20.0

114

10 5] 17.5

91 F15.0

8- 74

;) 2 125
£ o 2’ —100i\

51 =) '

41 2] - 75

3 14 5.0

2,

1 ol 2.5

20112012 2013 2014 2015 2016 2017 2018 2019 2020 2021

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 20202021 —Share of commercial real estate, rhs

—Paris CBD —La Defense —Centre Ouest = Amount invested in logistics, lhs

Source: Cushman&Wakefield Source: Cushman&Wakefield, BNP

Authors

Swiss Life Asset Managers, France

Béatrice Guedj Elie Medina
Head of Research & Innovation Investment Analyst
beatrice.guedj@swisslife-am.com elie. medina@swisslife-am.com

Swiss Life Asset Managers

Francesca Boucard Marc Briitsch
Head Real Estate Research & Strategy Chief Economist
francesca.boucard@swisslife-am.com marc.bruetsch@swisslife-am.com

Do you have any questions or would you like to subscribe to this publication?
Please send an email to info@swisslife-am.com.
For more information, please visit our website at www.swisslife-am.com/research.

W in X

Released and approved by the Economics Department, Swiss Life Asset Management Ltd, Zurich

Swiss Life Asset Managers may have acted upon or used research recommendations before they were published. The contents of this document are based upon sources
of information believed to be reliable but no guarantee is given as to their accuracy or completeness. This document includes forward-looking statements which are
based on our current opinions, expectations and projections. We undertake no obligation to update or revise any forward-looking statements. Actual results could
differ materially from those anticipated in the forward-looking statements.

France: This publication is distributed in France by Swiss Life Asset Managers France, 153 rue Saint-Honoré, F-75001 Paris to its clients and prospects. Germany:
This publication is distributed in Germany by Swiss Life Asset Managers Deutschland GmbH, Aachener Strasse 186, D-50931 Kéln, Swiss Life Asset Managers Lu-
xembourg, Niederlassung Deutschland, Hochstrasse 53, D-60313 Frankfurt am Main and BEOS AG, Kurfiirstendamm 188, D-10707 Berlin. UK: This publication is
distributed by Mayfair Capital Investment Management Ltd., 55 Wells Street, London W1T 3PT. Switzerland: This publication is distributed by Swiss Life Asset
Management Ltd., General-Guisan-Quai 40, CH-8022 Zurich. Norway: Swiss Life Asset Managers Holding AS, Haakon VIIs gt 1, NO-0161 Oslo.

© Swiss Life Asset Management Ltd. - Real Estate House View - France Editorial deadline: 02.02.2022 - Page 3/3


https://twitter.com/SwissLife_AM
https://www.linkedin.com/company/swiss-life-asset-management
https://www.xing.com/companies/swisslifeassetmanagers

