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THE FUTURE OF LOGISTICS

Logistics portfolios have been a stable investment – even during the COVID19 pandemic 
– with solid cash returns recorded throughout 2020 in the core segment. While the long-
term effects of the COVID-crisis raises questions about the suitability of some other real 
estate segments for investment, the trend towards Logistics has been reenforced by the 
accelerated growth of e-commerce during the pandemic. 

E-commerce requires up to three times the space of traditional retail, while reverse 
logistics (the ‘reverse movement’ of goods from the consumer to the manufacturers for 
recycling) will further increasing demand for space. In addition, companies are rethinking 
supply chains and growing warehouse capacity to increase ‘safety inventory’ to ensure 
stable supplies even in times of crisis. 

This strong demand is creating a situation of scarce Logistics capacities, shown in low 
vacancy rates (currently below 5% across Europe) and in the structural lack of logistic 
space as new project developments trai growing demand. Therefore, Logistics should 
continue its favourable rental development, outperform other asset classes and provide  
a strong yield compared to other real estate sectors and, in particular, government bonds. 

Logistics prime yields are currently below 4% in European core markets, such as France, 
Germany, the Netherlands and United Kingdom, while prime yields of 4.7 to 5% can still 
be achieved in southern and eastern European countries. The combination of stable, 
long-term rents and a solid market environment make Logistics a ‘safe haven’ asset  
class that was stable throughout the Global Financial Crisis and remains so during the 
COVID-crisis.

Logistics has proven to be a  
‘safe haven’ investment.
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This paper is part of a series examining how future 
trends will impact key asset classes, including 
Office, Residential and Retail & Logistics.  
One common angle for all asset classes will be to 
assess the impact of the COVID-crisis on industry 
developments and the acceleration of trends.

Logistics – 7 key trends
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Logistics has been growing faster and attracting more investments than other real 
estate asset classes in the eurozone. While Logistics had a share of 8% of European total 
commercial real estate investments in 2010, the share has increased to 17% (38 billion 
EUR) in 2020. This trend towards Logistics will be enhanced by investors’ experience of 
the stability and robustness of Logistics during the COVID-crisis. 

PATRIZIA has grown its Logistics’ portfolio from 340 million EUR in 2014 to more than 5 
billion EUR today and expects to continue to grow its portfolio with yearly investments of 
up to 1bn EUR.

The cake is getting bigger.  
Logistics continues to grow its share.

Urbanisation is continuing globally. Today, 80% of the population in developed 
economies live in cities. The share is expected to grow to 87.6% by 2050, while the 
overall population also continues to grow. Ongoing urbanisation and the lifestyle of 
developed economies mean the long-term trend for Logistics remains intact. 

Ongoing urbanisation is driving the need for Logistics space along the main supply 
corridors of cities, while the risk of vacancies for assets located remotely from these 
routes might increase. The growth of e-commerce will continue to drive the need 
for Logistics along the main corridors and in the cities. Online sales in Retail across 
Europe are around 15% of total retail sales. This is low when compared, for example, 
with the UK where the online penetration rate is already 25%. 

Finally, the growing importance of sustainability will increase demand for efficient, 
sustainable Logistics and for related investments in modernisation and refurbishments 
in the sector. PATRIZIA continuously drives sustainability improvements across 
its Logistics portfolio, for example, through investments in solar energy or LED 
installations to lower energy consumption and reduce the CO2 footprint as well as 
energy costs.

Urbanisation, sustainability and 
digitalisation provide stable tailwinds.
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The main European Logistics corridors run from ports in the north to urban centres in 
the heart of the continent. These will remain the key logistics corridors. The constantly 
increasing trade volume of the EU and strong intra-EU trade will ensure the need for 
logistic centres remains high along the European main corridors. The prime locations 
will remain the routes from the major European ports of Antwerp, Calais, Hamburg and 
Rotterdam to major metropolitan centres in the middle of the continent. 

With companies securing their supply chain after the experience of the COVID-crisis and 
increasing inventory and supply from Europe, the importance of these main corridors 
will increase. PATRIZIA’s acquisitions in Bergen op Zoom, Moerdijk and Rotterdam in the 
Netherlands are all examples of prime Logistics investments. 

While prime locations alongside the main corridors remain key Logistics areas, locations 
on the periphery can offer higher yields. Outside the main corridors, significant yield 
premiums with higher risks can be achieved, for example, in the Czech Republic, Ireland 
or northern Italy with prime yields of around 5%. Spain is currently yielding 4.7% and 
eastern European countries more than 6%.

From port to people:  
Europe’ main corridors will  
continue to be prime locations.

With investment volumes growing, more asset managers are trying to build a footprint 
in Logistics. However, the market environment favours established firms. While 
Logistics’ prime yields in European core markets, such as France, Germany and the 
Netherlands were solidly above 6% five years ago, they remain attractive but have 
fallen below 4%. Moreover, pipeline and access to prime locations and established 
partnerships with key logistics companies are limiting factors in the market and a key 
differentiator for asset managers. The strong demand has made it more difficult to 
find attractive Logistics properties. 

In face of this more challenging market, established players can add value and provide 
better risk-adjusted portfolios. It will become increasingly difficult for new players to 
enter the market and provide attractive solutions for investors. This is because key 
players in the Logistics market – on both the sell- and operator-side – place a strong 
focus on track record, established business relationships and trusted partnerships to 
limit risks in the transaction process and in the operations of the facility.

Established players make the race.
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Given the compressed yields, portfolios need to include a ‘manage-to-core’ – and often 
‘build-to-core’ – share to achieve attractive returns. Active fund management can, for 
example, structure the fund with around 70% core and circa 30% core+ investments to 
ensure broad diversification, such as in usage and geography of the Logistics properties. 
This can increase the performance of assets and ensure actively managed assets 
increase overall returns. 

Such a share in core+ provides the opportunity to drive value generating strategies 
close to the asset, for example, through capital expenditures, letting strategies, project 
developments and refurbishments. The higher risks from this portfolio share can be 
managed through broad diversification in the core portfolio. Diversifying investments 
across Europe’s main logistic routes also helps to increase performance by taking 
advantage of the differences in prime yields across Europe.

The call for active management is 
getting louder.

The ‘big box’ assets are still at the heart of Logistics investments. However, investors 
may also want to look beyond these to increase returns and include urban logistics 
and new retail concepts in their portfolios. 

Urban logistics, characterised by central locations and significantly less space, offer 
investors premium returns as the smaller space comes with higher rents per sqm 
and the overall rent level is higher in city locations. The attractive ‘last mile’ to the 
customer is, for example, often characterised by investments with smaller ticket sizes 
of 5 to 15 million EUR. Investors may want to consider smaller tickets for investments 
as the inner-city space is limited. At the same time, there are notable exceptions. In 
some metropolis, such as London, the subsector already offers significantly larger 
ticket sizes. 

We expect urban logistics to continue offering rental upside as the importance of 
last mile locations for e-commerce (B-to-C distribution) is increasing and the supply 
of quality assets in urban areas is constrained because of the limited vacancy and 
competition from alternative uses. With the higher number of assets, the requirements 
on an attractive transaction pipeline and efficient asset management are growing but 
can be handled efficiently with an experienced asset management team that can add 
significant value to the portfolio.

Thinking outside the ‘big box’ leads 
to higher returns.
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PATRIZIA’s key strengths in logistics

• PATRIZIA has a strong European 
reach with experts on the ground in 
24 offices

• Established relationships and 
reliable partnerships with key 
logistics operators

Close to assets and tenants

• Pan-European Asset Management 
team of around 170 experts

• Dedicated Asset Management team 
for Retail & Logistics

Asset Management close to 
the property

• More than 5 billion EUR Assets 
under Management in Logistics

• Dedicated Logistics team in fund 
management

• 37 year of real estate experience

• Fast growing Logistics portfolio

Strong Logistics track 
record and dedicated team
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