HAS THE OFFICE MARKET PEAKED?
By Emil Helmsøe-Zinck,

Office letting activity and demand is

Manager, Colliers International

stronger than ever in Copenhagen. The

Denmark

market seems insatiable, with rents now

Full steam ahead in
the office market

exceeding pre-crisis levels. There are no

The fact that the current Copenhagen

indications that the market is heading for

office letting market is riding on a high

a major correction if (when) the market

the scale of which has not been seen

turns. In the short term, we even see a

since before the financial crisis is clearly

potential for further rent increases. Nev-

reflected in key market indicators: Rent

ertheless, investors have started to fear

levels are record-high, vacancy rates are

that the office market has peaked, lacking

downtrending and the number of specu-

the depth required to retain momentum.

lative office developments is growing.
All in all, this paints a picture of a market going full steam ahead. The strong
market momentum is driven mainly by
the economic upturn and the resulting
favourable effect on employment levels,
which have seen a steady increase since
the crisis in the late 2000s.
However, the exceptional momentum
has made some investors doubt the

Surging demand driving
up rental prices

sustainability of the favourable developments. As such, it is only natural that a
market upturn should raise the aware-

since end-20142. In the same period,
aggregate office supply has increased by
only approx 1.0%3.

ness of underlying market structures

Rent level increases have been driven

and how changes in fundamentals have

mainly by a surge in the demand for

Although office vacancy rates have been

contributed to the developments.

office premises in combination with an

downtrending in the period, the decline

only moderate increase in the supply of

has far from matched the increase in

For instance, several fairly central

such premises. If applying the increase

demand. This indicates that several cur-

Copenhagen districts have seen prime

in the number of full-time equivalent

rent office vacancies are not even taken

office market rent hikes in the 10-15%

employees as an approximation of

into consideration by the businesses

range since 2015, relative to 4.0%

demand in the occupational market,

looking for premises.

overall price growth in the same period.

demand has increased by approx 8.4%

1

FIGURE 2:
SHARP INCREASE IN OFFICE MARKET RENTS SINCE 2015
Increase in prime and secondary office market rents in selected Copenhagen districts
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Notes: 1Net price index (NPI), key figures (index 100 = 2015): 2015M1 = 98.7 and 2019M1 = 102.6.
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Movements between Q3 2014 and Q3 2018. 3Ejendomstorvet.dk
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FIGURE 3:
AC TUAL OFFICE VACANCY RATES LOWER THAN
FIRST ASSUMED
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Sources: Ejendomstorvet.dk and Colliers International
Note: Based on analysis of sample units offered in the market.

FIGURE 4:
LET TABILIT Y OF OLD-STOCK OFFICE PREMISES
CONTINUES TO BE POOR
Days on market for analysed sample units as at 28 February in 2015
and 2019, respectively, according to construction year
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Since 2010, Copenhagen office vacancies have come down from a level above
the 10% mark to approx 6% today.
Although the current vacancy rate marks
a 10-year low, it still greatly exceeds the
pre-crisis level. For instance, the office
vacancy rate was 3.1% at the beginning
of Q4 2007, in some areas driving up
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Notes: 4The composition has been approximated by means of an analysis of office units of 1,000+ sqm currently offered to let. This
method is therefore associated with a certain element of uncertainty as not all office vacancies are included. Office developments are not
taken into account. 5Constructed post-2000. 6For instance, Nordea’s former Copenhagen head office, dubbed “The Desert Fort”
(“Ørkenfortet”), is being converted into a new Hilton hotel, and similarly, Danske Bank’s Copenhagen head office is expected to be
converted for mixed-use residential/retail, when the bank relocates to new premises at Posthusgrunden on completion of the ongoing
READ ARTICLE
development headed by Danica. 7“Is speculative office building returning to the Copenhagen market?“.

