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OFFICE MARKET

Warsaw

H12023

Existing stock

6.25msgm

Supply
under construction

265,000 sgqm

Vacancy rate

11.4%

New supply
18,700 sqm

Take-up
325,700 sqm

Standard lease terms
in new buildings

Service charge
PLN/sq m/month

16.00-35.00

Rent-free period

1.5-2 months
for each contract year

Fit-out budget
EUR/sgm

250.00-750.00

In H12023, only 18,700 sq m of modern office space was delivered to
the Warsaw office market, almost 90% down on 2022’s corresponding
period. Three projects were completed in Q2 2023: The Park 9

(11,000 sq m) located in the Jerozolimskie Corridor, Wat Miedzeszyniski
628 (6,000 sq m), and the first office building of the Bohema complex
(building F Glicerynownia, 1,700 sq m), both located in the East office
zone. This activity brought Warsaw's total office stock at the end

of June 2023 to 6.25m sq m.

At the beginning of July 2023, only 265,000 sq m of office space was identified as under
construction. This is, however, 25% up on the previous quarter, as a result of the start of
construction on the Upper One and Towarowa 22 buildings. Furthermore, only 55,900 sq m
of this space is planned to be delivered by the end of 2023, with the remainder scheduled
to reach the market between 2024 and 2026. More than 75% of the office space currently
under construction is to be found in central locations.

After the good demand-side results recorded in 2022, H1 2023 has witnessed reduced
tenant activity in the capital's office market. Take-up in the first half of 2023 amounted
to some 325,700 sq m - 32% down on the first half of 2022. By way of contrast, leases for
more than 167,100 sq m were signed in Q2 2023, of which the three largest deals came in
renegotiations: 7,100 sq m in the Taifun building (Lionbridge Poland), 5,900 sq m

in Warsaw Spire A (Tower) (a company from the business services sector), and 5,300 sq m
in the Horizon building (an undisclosed tenant from the IT sector).

In H12023, new agreements accounted for the largest share of the lease structure,
representing more than 60% of the transaction volume (more than 196,100 sq m, including
owner agreements). Indeed, eleven of the twenty largest leases concluded during

the period were new agreements, with the remainder coming in renegotiations, which
accounted for nearly 35% of the volume (around 115,200 sq m of leased space). There
remain a limited number of tenants opting for leased space expansions, with expansion
agreements accounting for only 14,400 sq m in the lease structure - i.e. just over 5%

of the volume of H1 2023 agreements.

Available office space at the end of Q2 2023 in Warsaw stood at 714,400 sq m - 11.4% of the
office stock. Compared to Q1 2023, there was a 0.2 pp. decrease in the vacancy rate while
0.5 pp. down on 2022’s corresponding period. In the Central zone, the vacancy rate stood
at 9.9% (down on the previous quarter), while outside the centre the rate remained at the
same level, an estimated 12.7%. The lowest vacancy rates were recorded in the North zone
(5.1%), and in Ursynéw and Wilanow (5.8%), while the highest was recorded in Stuzewiec
(20.6%).
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Office space
Major concentration areas
EXISTING SUPPLY UNDER VACANCY MONTHLY
STOCK CONSTRUCTION RATE ASKING RENT
cBD | 991800sqm | 36000sam | 124% | EUR 19-26sqm |
it t
NI City Centre | 106msqm | 15000sqm | 105% | EUR 15-24sqm |
Daszyniski Roundabout 728700 sqm 150,800 sq m 56% EUR 16-24 sq m
NI Stuzewiee | 108msqm | Osqm | 206% | EUR 10-5sqm |
WL Mokotow | 577700 sqm | 23900sqm | 103% | EUR 1-6sqm |

Jerozolimskie Corridor 726600 sq m Osgm 9.9%

East 281600sgm 32400sgm 81%

EUR 12-14 sgm

EUR 10-15sgm

Asking rents for office space in Warsaw remained stable in Q2 2023. In prime office
buildings located in the Central Business District, monthly asking rents were
quoted between EUR 19.00 and 26.00/sq m/month. In other central locations,
asking rents ranged between EUR 15.00 and 24.00/sq m/month. Asking rents
outside the city centre varied between EUR 10.00 and 16.00/sq m/month. Service
charges at the end of June 2023 were in the range of PLN 16.00 to 35.00/sq m/
month.
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Trends

In the coming years, new supply will continue
to be concentrated in central locations. There
is a noticeable increase in developer activity
and the start of new projects, but levels are still
significantly lower than those recorded before
2020.

The expected relatively low level of new supply in
2023 may further reduce vacancy rates.

Continued high construction costs, as well as the still
high cost of servicing construction loans, inhibit the
negotiating power of investors, so further increases in
rental rates are possible, especially in new buildings.
In addition, further increases in service rates are still
to be expected due to the ever-increasing price of
services and utilities.

As a result of changes in work models and the
implementation of the hybrid model, some
companies are deciding to reduce their lease
space or to use more flexible forms of lease such as
coworking offices.

Due to changing regulations and a move towards
climate neutrality by more and more organisations,
ESG is exerting an increasing influence on the office
market. Such changes are already having a visible
impact on developers and the measures they
implement and ideas they use. Furthermore, owners
of older properties are being forced to modernise
their office buildings in the interests of cost
optimisation for both tenant and landlord.



HR PERSPECTIVE

Michael Page

Talent Trends 2023:
a complete transformation
of workplace culture

80% of people who started a new job throughout the last year are open to new opportunities. The factors that have the greatest
impact on candidates when choosing a new place of employment are salary (26%o), flexibility (15%), and career growth (14%).
This is clear to see in the Talent Trends 2023 survey, carried out by PageGroup experts on a group of Polish respondents.

Employees ready and willing to look
for new opportunities

Employees are increasingly more open to change and are very
flexible. Of the nearly 1,000 people who took part in the Talent
Trends survey in Poland, 94% of respondents admitted to being
ready for new professional challenges, and more than half said they
were actively looking for a job or planning to look for it in the next
six months. Interestingly, this attitude can be seen even in those
employees who are satisfied with both their current employer and
earnings.

The salary is the strongest motivator
for change

These days, remuneration is the most common reason for quitting,
the most frequent reason for accepting a new position, the key
component of a job advertisement, and the core of the recruitment
process.

Flexibility is the new basis

Employers should adapt their mindset to the new reality,
prioritising work-life balance and staff well-being. 7 out of 10 people
would choose mental health and work-life balance over professional
success.

Career growth: the key element of the
recruitment strategy

37% of employees claimed they prioritised those companies that
invest in the career growth of their staff. Professional development
plans should be clearly communicated and consistent with the
culture of the organisation. In order to improve employees’ loyalty,
it is worth developing a transparent promotion path that will have a
specific time frame.

I For more information on the transformation of workplace
culture, make sure to read the findings of our latest
Talent Trends 2023 survey. @\R
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The ins and outs of the labour market in the SSC sector

in Poland

Over the last couple of years, global business has focused on transformations related to the digitisation and streamlining
of processes. Poland has become one of the key beneficiaries of this trend, which proves its attractiveness. A large number
of talented and competent candidates in our country is the main factor that helps to draw new investors toward it.

Here are the 5 major trends in the SSC
sector that determine the trajectory of
changes in the labour market in 2023:

Experienced recruiters = effective
recruitment

In the face of stiff competition for candidates with specialist
expertise, effective communication and recruiter experience
are of primary significance. By understanding the mechanisms
that take place in the labour market, recruitment consultants
can effectively respond to the needs of both employers and
candidates

20 days

A candidate’s activity cycle on the market is a maximum

of 20 days, and it results from the increased number of job offers
received. Greatest effectiveness and best competitive advantage
are achieved by those employers who cut down their recruitment
to a maximum of 2 stages.

Building your own brand in conversations
with candidates

As many as 77% of candidates are guided by the company’s image
on the market before deciding to take up a job. In 2023, meetings
with candidates are crucial to show the values and position of
the organisation.

Market diversification

Apparently, more and more strategic functions are being
centralised these days. In 2022, roles in such areas as supply
chain, purchasing, and human resources dominated in southern
Poland, while positions in the controlling and financial analysis
departments prevailed in the north. The trend is due to continue
this year.
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TOP 4

The most desired positions in the SSC sector:

FP&A
Expert:

PLN 12,000 - 19,000

Process Excellence
Lead:

PLN 16,000 - 22,000

Procurement/Supply
Chain Specialist:

PLN 10,000 - 15,000

Reporting/Management
Accounting:

PLN 12,000 - 18,000
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As one of the largest and most experienced research teams operating across Polish commercial real estate markets, Knight Frank Poland
provides strategic advice, forecasting and consultancy services to a wide range of commercial clients including developers, investment funds,
financial and corporate institutions as well as private individuals. We offer:

) strategic consulting, independent forecasts and analysis adapted to clients’ specific requirements,
) market reports and analysis available to the public,
P tailored presentations and market reports for clients.

Reports are produced on a quarterly basis and cover all sectors of commercial market (office, retail, industrial, hotel) in major Polish cities and
regions (Warsaw, Krakow, £.6dz, Poznan, Silesia, Tricity, Wroctaw, Lublin, Szczecin) and PRS sector in Poland. Long-term presence in major local
markets has allowed our research team to build in-depth expertise of socio-economic factors affecting real estate market in Poland.

Knight Frank Research Reports are available at:
www.knightfrank.com.pl/en/research/
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WL Warsaw has a lot to offer both for tourists and those who

are thinking about staying here as residents, investing,
opening a branch of your company or starting new
business. For the investors we offer:

- individual approach;

CONTACT IN CITY - assistance at every stage of the investment,
COUNCIL'S OFFICE: including the organization of reference visits;
biznes.um.warszawa.pl - administrative support;
promocjagospodarcza@um.warszawa.pl - providing necessary information on available public aid.

WARSAW

Michael Page

CONTACT:

www.michaelpage.pl
contact@michaelpage.pl




