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NORDICS

Purely judging on the fact that, today, 
Europeans live longer and that fertility 
rates are at historic lows might make one 
think that the current demographic situa-
tion of Europe could jeopardise regional 
growth in future. This can and will be the 
case in many regions, posing a threat to 
the pension system and possibly resulting 
in the migration of young workers in turn 
threatening economic growth prospects 
further. In other words, the demographic 
challenge, particularly its regional charac-
teristics, is a crucial element when judging 
the attractiveness of long-term real estate 
investments. However, a closer inspec-
tion of the future demographic challenges 
Europe is confronted with shows that there 
will indeed be ‘regional losers’ but most 
importantly also ‘urban winners’ which 
offer an attractive, demographically based 
demand framework for long-term real 
estate investments. 

The current demographic challenge in 
Europe is the result of a series of interlinked 
aspects that have resulted in a continuous 
decline in the number of children born. The 
economic business cycle has undoubtedly 
played an important role in this respect, 
but recent research has shown that gov-
ernment policies supporting the combina-
tion of family life and work have been very 

effi cient in stimulating the number of chil-
dren per household. Societal trends such 
as the inclusion of women into work should 
not be overlooked as they illustrate how 
the fertility decision changes depending on 
the economic and social environment. The 
consequences of all this are refl ected in the 
continuous shift of the population distribu-
tion, from less than 10 % of the European 

population being older than 65 years in 
1950 to more than 20 % of the Europeans 
being older than 65 years in 2050.

Source: PATRIZIA, UN
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set to continue together with substantial 
population growth. In other words, popu-
lation growth will take place in few urban 
areas, pointing to substantial demand-
driven opportunities in all real estate sec-
tors in these regions. 

The investment rationale for the Nordics 
is crystal clear: the population within the 
urban areas is expected to grow exponen-
tially in the coming years demanding the 
development of massive amounts of ser-
vices, infrastructure and real estate to deal 

with this growth. Across the four Nordic 
countries the population is expected to grow 
by at least 6 % on average between 2017 and 
2030. But, most importantly, it will be the 
capital cities where this growth will mostly 
occur as they are expected to grow by more 
than 11 % until 2030. While these are the 
main cities from a hierarchical perspective, 
secondary cities such as Turku, Gothenburg, 
Aarhus, Malmo or Bergen will also increase 
their relevance and relative importance 
from an urban perspective as the urbani-
sation rate will rise to historic highs. 

Here, Europe can learn from the Nordics. 
The Nordics show high fertility rates in a 
European comparison as a result of the 
government legislation for work-life bal-
ance introduced decades ago. The demo-
graphic picture in the Nordics shows, 
however, two aspects crucial for judg-
ing investment opportunities: the Nor-
dics constitute the group of countries in 
Europe with one of the highest urbani-
sation levels and thereby highest concen-
tration of urban population. At the same 
time, the underlying urbanisation trend is 

URBANISATION IN THE NORDICS 
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When focusing on Denmark, the expected 
demographic development is likely to 
challenge the growth potential of only a 
selected number of regions. In counties 
like Lemvig, Lolland, Langeland and Mors 
the population is projected to decline by 
more than 4 % until 2027, either through 
internal or external migration as well 
as due to ageing, while the remaining 

counties confirm the urbanisation trend. 
The regional distribution of the Danish 
population in 2027 is very supportive of 
real estate investments in most Danish 
counties: only about 18 % of the popu-
lation will be living in regions that have 
declined in comparison with today’s 
population levels. In contrast, 60 % of the 
population will live in regions that had a 

population growth of up to 10 %. Most 
interesting, and in a European context 
difficult to find elsewhere, is the fact 
that the metropolitan areas of Copenha-
gen (including the counties Ishoej, Her-
lev, Brondby, Vallensbaek, Fureso) and 
Aarhus, where almost 20 % of the popula-
tion will be living in 2027, will grow within 
the next ten years by more than 10 %.

GROWTH AND CONCENTRATION OF THE DANISH POPULATION IN 2027

Denmark population growth 2017 - 2027
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The demographic challenge Europe is con-
fronted with will change the urban land-
scape massively over the coming decades. 
As risk reduction in a property portfolio 
is to a great extent achieved by regional 
diversification, the Nordics stand out in a 
European context and offer huge poten-
tial for diversification, if the demographic 
prospects are understood on a regional 
level. Denmark is a good example in this 
respect: depending on the property sector 
under consideration, institutional investors 
should broaden their focus to include a 
number of secondary cities, in addition to 
the Greater Copenhagen area, which also 
offer attractive demographics supporting 
the demand side for long-term real estate 
investments. More and more international 
institutional investors are starting to real-
ise these opportunities, but the Nordic 
property market and its players remain 
local in nature, demanding a local approach 
to be successful, especially when moving 
outside the capital cities. If the funda-
mentals of cities like Aalborg, Aarhus and 
Odense are understood, these cities can be 
a very good addition to an institutional real 
estate portfolio.

Notes: PATRIZIA’s own calculation based on Statistics Denmark. 
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