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“The Nordics is an expanding region, with sustained positive economic growth 

forecast across all countries. This is particularly welcome news for Finland, which 

has experienced a difficult few years. It is also good news for real estate, helping 

sustain future occupier demand and driving up rental performance in the tightest 

markets.

For investors looking for European real estate exposure, the region’s political 

stability remains a pull factor. Ongoing low interest rates add further appeal, 

along with the region’s diversification benefits resulting from divergent economic 

performances between countries. This attractive combination is putting 

downward pressure on prime yields across the region. 

Looking ahead, ultra low interest rates should continue to support capital 

flows, at least for now. Although with forecast price rises, there is the growing 

possibility that central banks could soon begin to tighten monetary policy.”

ECONOMIC GROWTH
The Nordic economies have many similarities, despite 

divergent performance in recent years. All are open, export-

orientated, highly developed and innovative, benefiting from 

strong domestic demand and stable public finances. They also 

all feature in Forbes top 10 Best Countries for Business, with 

Sweden ranked first.

Over recent years, Sweden has been the Nordic’s star 

performer, enjoying a period of robust growth, which is 

forecast to continue, albeit at a slightly softer pace. For long 

suffering Finland, things are finally looking up, with growth 

gradually reviving following a protracted period of decline. 

Further ongoing structural adjustments will be necessary to 

sustain future longer-term productivity. Even for Norway, a 

recovering oil price is added support.

Upward inflationary pressures exist across the Nordics. Yet 

monetary policy presently remains ultra loose because the 

Scandinavian central banks (Finland’s a ECB/Euro member) 

often set policy as much with respect to the external currency 

and export climate, as they do from a purely internally driven 

inflation targeting regime. That goes a long way to explaining 

why we expect ultra low interest rates to prevail in the Nordics 

for a while yet!

Source: Oxford Economics, February 2017

Forecast GDP

Source: Oxford Economics, February 2017

Inflation Forecast

Göran Bengtsson 
Managing Director & 
Head of Nordic Region

-1

0

1

2

3

4

2011 2013 2015 2017 2019 2021

%
 p

a

Denmark Finland Norway Sweden

Forecast

NORDIC REAL ESTATE OUTLOOK 2017

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

%
 p

a 
(a

ve
ra

ge
) 06-10 11-15 16-20



3BARINGS.COM

Note: These are Barings views as of 01/03/2017 and are subject to change at any time.

NORDIC REAL ESTATE OUTLOOK 2017

OCCUPIER MARKET
Differing economic conditions between countries is 

reflected in variable retail sales performance. In Finland, 

rising consumer confidence levels have supported resilient 

retail sales, with consumers playing a key role in boosting 

overall economic growth. Swedish consumers also remain 

vital growth drivers, despite some softening in the retail sales 

growth rate. With forecast price rises this year, some erosion 

in consumer spending power is inevitable, although locations 

with the tightest labour markets (rising wages) are less likely to 

feel the impact.

Nordic office market vacancy rates are also reflective of the 

broader economy. Given Sweden’s robust growth over recent 

years, it’s unsurprising that Stockholm has seen vacancy falling 

below average, driven down by healthy occupier demand. By 

contrast, Finland’s recent economic challenges are reflected 

in Helsinki’s elevated vacancy rate. Looking ahead, the positive 

regional growth outlook (albeit at varying rates) should be 

supportive of future demand and thus a tightening in supply.

Online retail sales growth in Sweden is driving strong activity 

from 3PL’s and retailers for industrial space. Improving 

conditions in Denmark is boosting demand for prime logistics 

space, with older secondary space increasingly out of favour. 

By contrast, demand in Finland has been more subdued. 

Build-to-suit schemes generally remain preferred.

CAPITAL FLOWS & PRICING
European politics is in a period of flux after last year’s surprise 
UK Brexit vote and general elections in France, Germany and 
the Netherlands now upcoming. This makes the Nordic region 
currently look more politically stable than normal, and thus 
highly attractive for international investors seeking a European 
CRE exposure with reduced risk. 

Divergent national economic performances also means the 
Nordic region offers diversification potential. This also makes 
the area suitable to allocate across multiple strategies – from 
short term pure recovery plays through to super core hold and 
compound income for longer term strategic investors. This is 
reflected in healthy deal flow across the entire region, and not 
just Sweden where the outlook is currently strongest.

In addition to these attractions, an ultra low global interest 
rate environment means prime yields have declined across the 
major Nordic cities to record lows. Further yield compression 
looks likely in 2017 with the ECB continuing to ease monetary 
policy and Nordic central banks poised to respond.

Source: Eurostat,February 2017

Retail Sales 

Source: Cushman & Wakefield, January 2017

Nordic Offices: Vacancy Rates

Source:  RCA, January 2017

Nordics: CRE Capital Flows

Source: CBRE, January 2017  

European Capitals: Prime Office Yields

-1
0
1
2
3
4
5
6
7
8

Norway

Denm
ark

Italy

G
erm

any

Finland

Eurozone

Sweden

Spain

NL's

Ireland

France

UK

%
 p

a 
(3

-m
th

 a
ve

)

Dec-15 Dec-16

0
2
4
6
8

10
12
14

Va
ca

nc
y 

(%
 o

f s
to

ck
) 2014 2015 2016 Long Run Average

0

2

4

6

8

10

12

2007 2010 2013 2016

€ 
bi

llio
n 

(p
er

 q
ua

rte
r)

Average

For more information, contact:
Göran Bengtsson  Managing Director & Head of Nordic Region
M: (+46) 7 063 573 00

2

3

4

5

6

Pr
im

e 
Yi

el
d 

(%
)

Current Yield Average (10 year)



Barings is a $271+ billion* global asset management firm dedicated to meeting the evolving investment and capital needs of our 

clients. We build lasting partnerships that leverage our distinctive expertise across traditional and alternative asset classes to 

deliver innovative solutions and exceptional service. A member of the MassMutual Financial Group, Barings maintains a strong 

global presence with over 600 investment professionals and offices in 17 countries.

LEARN MORE AT BARINGS.COM

IMPORTANT INFORMATION

For Professional Investors / Institutional Investors only. This document should 
not be distributed to or relied on by Retail / Individual Investors. 

Barings LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global 
Advisers Limited, Barings Australia Pty Ltd, Barings Advisers (Japan) KK, 
Barings Investment Advisers (Hong Kong) Ltd., Barings Real Estate Advisers 
Europe Finance LLP, Baring Real Estate Advisers Japan KK, BREAE AIFM 
LLP, Baring North America LLC, Baring Asset Management Limited, Baring 
International Investment Limited, Baring Asset Management (Asia) Limited, 
Baring SICE (Taiwan) Limited, Baring Asset Management (Japan) Limited, and 
Baring Asset Management Korea Limited each are affiliated financial service 
companies (each, individually, an “Affiliate”), together known as “Barings.” 
Some Affiliates may act as an introducer or distributor of the products and 
services of some others and may be paid a fee for doing so. 

NO OFFER: 
The document is for informational purposes only and is not an offer or 
solicitation for the purchase or sale of any financial instrument or service in 
any jurisdiction. The material herein was prepared without any consideration 
of the investment objectives, financial situation or particular needs of anyone 
who may receive it. This document is not, and must not be treated as, 
investment advice, an investment recommendation, or investment research.
 
In making an investment decision, prospective investors must rely on their 
own examination of the merits and risks involved and before making any 
investment decision, it is recommended that prospective investors seek 
independent investment, legal, tax, accounting or other professional advice 
as appropriate. 

Unless otherwise mentioned, the views contained in this document are 
those of Barings. These views are made in good faith in relation to the 
facts known at the time of preparation and are subject to change without 
notice. Parts of this document may be based on information received from 
sources we believe to be reliable. Although every effort is taken to ensure 
that the information contained in this document is accurate, Barings makes 
no representation or warranty, express or implied, regarding the accuracy, 
completeness or adequacy of the information. 

Any forecasts in this document are based upon Barings opinion of the 
market at the date of preparation and are subject to change without notice, 
dependent upon many factors. Any prediction, projection or forecast is not 
necessarily indicative of the future or likely performance. Investment involves 
risk. The value of any investments and any income generated may go down 
as well as up and is not guaranteed. Past performance is no indication of 
current or future performance. PAST PERFORMANCE IS NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio 
compositions and or examples set forth in this document are provided for 
illustrative purposes only and are not indicative of any future investment 
results, future portfolio composition or investments. The composition, size 
of, and risks associated with an investment may differ substantially from 
any examples set forth in this document. No representation is made that 
an investment will be profitable or will not incur losses. Where appropriate, 
changes in the currency exchange rates may affect the value of investments. 
Prospective investors should read the offering documents for the details and 
specific risk factors of any Fund discussed in this document.

OTHER RESTRICTIONS: 
The distribution of this document is restricted by law. No action has been 
or will be taken by Barings to permit the possession or distribution of the 
document in any jurisdiction, where action for that purpose may be required. 
Accordingly, the document may not be used in any jurisdiction except under 
circumstances that will result in compliance with all applicable laws and 
regulations. 

Any service, security, investment or product outlined in this document may 
not be suitable for a prospective investor or available in their jurisdiction. 

INFORMATION: 
Barings is the brand name for the asset management or associated 
businesses of Barings affiliates worldwide. This document is issued by one or 
more of the following entities: 

Barings LLC, which is a registered investment adviser with the Securities and 
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Pool Operator (CPO) registered with the Commodity Futures Trading 
Commission under the Commodity Exchange Act, as amended, Barings 
Securities LLC, which is a registered limited purpose broker-dealer with the 
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Barings (U.K.) Limited, which is authorised and regulated by the Financial 
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Kingdom (Ref No. 552931) and is a Company registered in England and 
Wales (No. 07622519) whose registered address is 61 Aldwych, London, 
WC2B 4AE and is a registered investment adviser with the SEC, Baring Asset 
Management Limited, which is authorised and regulated by the Financial 
Conduct Authority in the United Kingdom (Ref No. 170601) and is a Company 
registered in England and Wales (No. 02915887) whose registered address is 
155 Bishopsgate, London EC2M 3XY, Baring International Investment Limited, 
which is authorised and regulated by the Financial Conduct Authority in the 
United Kingdom (Ref No. 122628), and is a Company registered in England 
and Wales (No. 01426546) whose registered address is 155 Bishopsgate, 
London EC2M 3XY, is a registered investment adviser with the SEC and is 
registered with the Ontario Securities Commission as a Portfolio Manager 
(Baring International Investment Limited also relies on section 8.26 of NI 
31-103 (international adviser exemption) and has filed the Form 31-103F2 in 
Quebec, Manitoba, British Columbia and Alberta), Barings Real Estate Advisers 
Europe Finance LLP, which is authorised and regulated by the Financial 
Conduct Authority in the United Kingdom (Ref No. 401543), or BREAE AIFM 
LLP, which is authorized and regulated by the Financial Conduct Authority in 
the United Kingdom (Ref No. 709904); 

Barings Australia Pty Ltd (ACN 140 045 656), which is authorized to offer 
financial services in Australia under its Australian Financial Services License 
(No: 342787) issued by the Australian Securities and Investments Commission; 

Barings Investment Advisers (Hong Kong) Ltd, which is licensed with the 
Securities and Futures Commission of Hong Kong to carry on regulated 
activities Type 1 (dealing in securities), Type 4 (advising on securities) 
and Type 9 (asset management) in Hong Kong in accordance with the 
requirements set out in the Securities and Futures Ordinance (Cap 571), or 
Baring Asset Management (Asia) Limited, which is licensed by the Securities 
and Futures Commission of Hong Kong to carry on regulated activities Type 
1 (dealing in securities), Type 2 (dealing in futures contracts), Type 4 (advising 
on securities), Type 5 (advising on futures contracts) and Type 9 (asset 
management) in Hong Kong in accordance with the requirements set out in 
the Securities and Futures Ordinance (Cap 571); 

Barings Advisers (Japan) KK, which is registered as a Financial Instruments 
Business Operator (Registration No. 961-KLFB) for Type II Financial 
Instruments Business and Investment Advisory and Agency Business with 
the Financial Services Agency in Japan under the Financial Instruments 
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Baring Asset Management Korea Limited, which is authorized by the Korean 
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and is registered with the Korean Financial Services Commission to engage 
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