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Modern logistics, Europe’s  
top-performing real estate 
sector in 2021, is set for a period of 
sustained outperformance. Thanks 
to long-term structural drivers, such 
as e-commerce growth, supply is 
struggling to match demand. 

CBRE estimates 27.7M sqm (298M sq. ft) of new cutting-edge 

space is needed across Europe by 2025 based on e-commerce 

growth alone. 

But not all European markets are the same. Individual countries 

have their own market dynamics and barriers. An understanding 

of what occupiers are looking for, local market knowledge and 

access to new development and reconfiguration opportunities 

are needed to capitalize fully on this European opportunity. 

European Modern
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According to CBRE Capital Markets, European 

logistics investment volume was up 48% reaching 

€62B in 2021. Institutions have taken note leading 

to another barrier that has historically held back the 

sector in Europe—lack of institutional participation— 

being swept away. As a result, European logistics’ 

growth is primed to extend in the 2022-2026 period. 

E-commerce uptake, demographics, consumer 

behaviors vary considerably across Europe – 

high e-commerce penetration rates in the UK, 

Netherlands and Germany; relatively low adoption 

in southern European countries such as Italy and 

Spain. European modern logistics is therefore 

not a homogeneous sector. A deep knowledge of 

individual markets and participants and the ability 

to capture the spread between build cost and 

market yields through development are essential to 

navigating country-specific risks and maximizing the 

returns on offer. First and foremost, however, modern 

logistics facilities need to satisfy the ever-increasing 

demands of occupiers.

Cash is king, or at least a preferred method of 

payment in some parts of Europe – just one 

example of structural/behavioral barriers that 

have, up until recently, conspired to hold back the 

adoption of e-commerce in certain areas of the 

continent, and with it the development of modern 

logistics space to fulfill and deliver orders in a 

timely fashion. As demonstrated by the U.S. and 

certain APAC countries, widespread use of digital/

card payments is an enabler of e-commerce growth, 

which in turn drives demand for modern logistics 

facilities. This, along with other factors, has 

contributed to the European logistics market falling 

behind other parts of the world when it comes to 

size, value and activity.

This is changing. The pandemic has reshaped the 

e-commerce landscape in Europe. Lockdowns and 

restrictions on mobility forced consumers to turn to 

the internet to buy goods and services, many for the 

first time. Once-reluctant online shoppers have now 

experienced for themselves the ease and benefits 

of transacting on the internet. Corporate behavior 

has changed too. Supply chain strategies are being 

reconsidered after ‘just-in-time’ models were found 

wanting during lockdown and stock shortages led 

to production stoppages once markets reopened. 

Supply chain reconfiguration centered around 

holding higher levels of inventory are being 

adopted. Together with a strong economic rebound, 

take-up of European modern logistics space has 

never been higher.

To keep up with demand, construction of new 

modern logistics space is rising, but not fast 

enough. CBRE has estimated 27.7M sqm (298M sq. 

ft) of new space is required in Europe by 2025 to 

satisfy demand from e-commerce growth alone. 

27.7M sqm of new 
industrial warehouse 
and distribution space 
is required in Europe 
by 2025 to meet 
growing demand from 
e-commerce.
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What occupiers look for in a modern logistics facility

A growing list of occupier demands

There was a time when location was everything 

when it came to acquiring a logistics facility. Today, 

location may still be top of the list of occupier 

requirements, but the list has grown and includes:

 — Labor pool 

 — Space 

 — Yard depth 

 — Height 

 — Energy efficiency 

 — Power and water supply

 — Technology 

 — Amenities

 — Flexibility

Flexible space

Technology, occupier requirements, regulations – all 

have changed rapidly in recent years and continue to 

do so. With occupiers streamlining their operations, 

embracing automation/robotics and demanding 

higher standards of ESG compliance, highly bespoke 

designs of logistics space are becoming less 

sustainable. Increasingly, internal configurations of 

facilities have to be adaptable. 

Flexibility is key for 
occupiers of modern 
logistics space.
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A brief tour of a high-spec facility

A new television has been ordered online. The  

set has been delivered by truck to a modern 

logistics facility operated by a third-party logistics 

operator (3PL). The facility is likely to be one of 

four types:

1. Global Gateway – generally large and adjacent 
to a port

2. Intermodal – strategically located for  
national distribution

3. Distribution – located in a large population 
center with easy access to major roads and 
thoroughfares for regional distribution 

4. Fulfillment – able to complete doorstep 
delivery in large population areas, typically 
urban centers 

As the graphics below show, while sizes may 

vary, modern facilities are high-spec, have high-

functionality and meet high ESG standards in line 

with the demands of the occupier.

The large goods vehicle (LGV) transporting the 

television has arrived at the facility. The process of 

unloading is made as efficient as possible: ample 

space enables multiple trucks to park, unload/

load and turn at any one time; ‘drive in’ or ‘level 

access’ loading doors allow the television to be 

unloaded from the truck directly into the facility. 

If the 3PL has a fleet of electric vehicles, charging 

infrastructure is in-place and, to satisfy higher 

energy needs, the facility may well generate its own. 

power via solar panels on the roof.

1. Single sided loading layout

2. Cross dock layout

3. Segregated oice parking

4. 50m+ yard allows trailer
     parking opposite dock face

5. Warehouse Dock oice “in/out”

6. Gatehouse

7. Sprinkler tanks in corner of yard

8. One way system allows safe HGV
     traic in cross dock layouts

9. Dedicated access from main
     infrastructure road via roundabout

10. Oice pod connected but
      “outside” main warehouse

11
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Typical site layouts & features
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“Wide Aisle” or “Standard” racking “VNA” very narrow aisle racking

The television is transported by an employee of the 

3PL using a fork-lift truck. The floor of the facility is 

highly durable, is able to withstand heavy loads and 

is seamless to ensure there are no mishaps during 

transportation. The television is placed on a rack, 

where it will await final delivery to the end customer 

– depending on the size of the facility and/or needs 

of the occupier, racking can be either ‘wide aisle’ or 

‘very narrow aisle’. If the facility racks above 3.6m 

(12ft), a high water pressure system with pump will 

have been installed to ensure full coverage in the 

event of a fire. 

In addition to maximizing space and efficiency, the 

facility has been designed with the wellbeing of the 

fork-lift driver and the environment in mind. This 

benefits the occupier as well as the workforce by 

helping to attract and retain employees. Inside the 

building, the fork-lift driver might be able to take  

a shower, eat in a café, workout in a gym, pray in a prayer 

room. Outside, there may be sports courts, a running 

track around the perimeter of the complex, outdoor 

seating, landscaped gardens and a garden room.

UK Logistics – specification and typical features

1

3

4

2

5

1

3

4

2

5

1.
Steel Portal frame

construction 
standard in the UK

2.
Haunch

3.
Apex

4.
Pad foundation with

piling if ground
conditions require

5.
Underground drainage

Attenuation tanks
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In terms of sustainability, the building can be expected to have a host of sustainable features:

It is time for the television to be picked up for delivery to its final destination. Once again, the design of the 

building, both inside and outside, makes this an efficient process. 

BREEAM – “Very Good” or “Excellent” 

Rating preferred on new build/modern 

facilities 

EPC rating – “A” rating on new build “B/C” 

on modern secondary with scope to be 

improved to “A”

Sustainable features include up to 

15% roof lights (standard 10%) reduces 

energy consumption during daylight 

hours substantially – triple skinned for 

insulation 

Rainwater harvesting – “greywater” 

usage 

Cladding specification designed to 

improve airtightness and insulation 

U-values to exceed building regulations 

Precast dock wall and retaining walls

Intelligent low energy LED or linear 

fluorescent lighting to warehouse with 

daylight sensors

LG7 high efficiency lighting to offices 

with PIR sensors

Natural light and passive ventilation 

to offices with “Wellness” becoming 

designed into base spec

Solar shading to offices - brise soleil

G Solar photovoltaic panels & battery 

storage on site

Ground source and air source heat 

pumps to improve running cost 

efficiencies and save energy 

EV charging points

1.
“Euro height” Dock level

loading door (for incoming
Euro height trucks)

2.
“Dick level” loading

doors standard UK size

3.
Yard gradient max 1 in

 20 slope down to docks

4.
“Drive in” or “level 

access” loading doors

1

3

4

2

1. “Euro height” dock-
level loading door

2. Dock-level loading 
doors in standard 
UK size

3. Yard gradient max 
1/20 slope to docks

4. “Drive-in” or “level 
access” loading 
doors
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Significant run room 

Such high-spec logistics space exists in Europe today, but not on the same scale as in other parts of the 

world. The graphic below compares logistics space per capita in European cities with those in the U.S.:
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Logistics space per capita, sqm

Five reasons why European modern logistics has lagged the U.S. 

1.  Relatively slow adoption of e-commerce in 
parts of Europe

High e-commerce adoption rates and high 

levels of modern logistics space go hand in 

hand: countries where e-commerce penetration 

is towards the top end of the scale occupy a 

similarly lofty position in logistics space rankings 

– as more consumers shop online, the need to 

fulfill rising numbers of orders drives demand for 

modern facilities. 

A comparison of U.S. and European e-commerce 

rates helps explain the divergence in terms of 

modern logistics space. According to Euromonitor, 

which analyzed e-commerce adoption rates in 43 

markets, online sales accounted for 21% of total 

retail sales in the U.S. in 2020. By contrast, the 

equivalent figures for Spain, Italy and France were 

approximately half the U.S. level. 

To understand why e-commerce growth varies 

from country to country, CBRE looked at the 

factors which influence online shopping in 

individual countries.

Six were identified as being key determinants of 

adoption rates:

 — Debit/credit card use

 — % of urban population

 — Digital skills of population

 — Mobile internet sales ratio

 — Dominant e-commerce player

 — Fixed broadband subscription/population

Fragmented consumer behaviors lie behind a 

number of the above factors – a population with 

relatively low digital skills is less likely to purchase 

goods via the internet; similarly, a preference for 

cash over electronic/digital payments can slow 

down the adoption of debit/credit cards, key 

enablers of online shopping. 

Before the onset of the pandemic, for example, 

only around 5% of total retail sales was conducted 

online in Italy, a country where cash has 

historically been a preferred method of payment. 

Sources: CBRE EA for U.S.A;, CBRE, JLL, and Knight Frank for EMEA stock;
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2.  Predominance of smaller and dated properties

Without elevated e-commerce participation, there 

has been less need to build large, high-spec, 

high-functioning logistics space in Europe. Much 

of Europe’s logistics stock is therefore smaller and 

older than the majority of those found in the U.S. 

Furthermore, modifying existing properties so that 

these can be used to distribute goods direct to 

the consumer is often not an option due to either 

excessive costs or the limited size of the land plot. 

A large proportion of existing European logistics 

space is therefore not suitable for fulfillment/

distribution purposes, which acts as a brake on 

e-commerce adoption on the continent.  

3.  Structure of the European logistics real 
estate market 

Compared to the U.S., a significant proportion of 

logistics properties in Europe are held privately and 

in terms of ownership, the market has historically 

been fragmented. Individual countries are typically 

served by domestic or regional participants rather 

than the continent-wide players found in the U.S. 

Big players with deep pockets help attract capital 

to drive the sector forwards. 

4 Lack of institutional participation 

Institutions with big balance sheets need big 

properties to invest in. The lack of suitably 

large development opportunities has resulted in 

institutional capital being deployed elsewhere, 

specifically in markets such as the U.S. where high-

spec space covering sizable areas is more common.

5.  Lack of structural drivers enables the cycle 
to cap rental growth

The relatively short timeframe, typically nine 

months, from the planning and permitting stage 

to the completion of construction has traditionally 

enabled new logistics supply to come onto the 

European market relatively quickly when demand 

for space is high. This dampens rental growth. 

Subdued rental growth makes the sector less 

attractive for institutional investors. 

To break the cycle, 
long-term structural 
drivers are needed to 
propel demand to such 
a level that new supply 
struggles to keep pace.  
A virtuous circle can 
then take hold whereby 
rental growth is no longer 
suppressed, additional 
capital is attracted, 
more modern space is 
built, further fueling the 
structural drivers. This 
is what is happening in 
Europe today.
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The pandemic: the trigger for change

COVID-19 broke the cycle. Lockdowns, travel 

restrictions and subdued economic activity accelerated 

long-term structural drivers that have led to soaring 

demand for modern logistics space across Europe. 

E-commerce unlocked

Obliged to remain at home during lockdown, 

consumers had little choice but to shop online. 

The evolution of the Amazon share price provides 

an indication of how consumer behaviors were 

transformed during the pandemic. 

The graphics below show how COVID-19 

impacted the European consumer. 

As expected, the easing of lockdowns and 

subsequent reopening of retail outlets acted as 

a brake to soaring e-commerce growth rates. 

However, with many consumers experiencing 

for themselves the convenience, choice and ease 

of shopping online, it is widely believed that 

e-commerce adoption in Europe will see a further 

dramatic increase in the years ahead. 
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CBRE estimates e-commerce sales across Europe 

jumped 150% between 2015 and 2020 with online’s 

share of the total retail market in 2020 hitting 13% 

from 7% in 2015. Crucially, CBRE expects online 

sales to increase by a further US$298 billion 

between 2020 to 2025. 

Such a major step-up in internet shopping requires 

the necessary infrastructure to be in place to fulfill 

higher volumes of online orders – operations used 

to service physical retail have typically struggled 

to operate as e-commerce fulfillment centers. 

Based on CBRE’s assumption that every additional 

US$1 billion of e-commerce sales requires an 

estimated 93,000 sqm (1 million sq. ft.) of new 

distribution space, an additional 27.7 million sqm 

(298 million sq. ft.) of industrial warehouse and 

distribution space is needed by 2025 to meet 

expected demand. 

As new facilities are built, delivery times can 

be shortened which, by raising service levels 

and consumer expectations, can drive further 

e-commerce growth and in turn demand for more 

modern logistics space.

€ -

€ 50 

€ 100 

€ 150 

€ 200 

€ 250 

€ 300 

€ 350 

€ 400 

€ 450 

2005 2010 2015 2020

Europe non-store retail sales 
EUR in billions

Source: Euromonitor



© 2022 CBRE Investment Management11

Perspectives European Modern Logistics: primed for sustained growth

Eurozone business stock, industrial production and consumer spending 
100=2015
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E-commerce growth: a major demand driver for modern logistics space. 

Supply chain reconfiguration 

The pandemic has impacted corporate behavior. 

‘Just-in-time’ supply chain models centered around 

stock and raw materials being delivered as and 

when required were left exposed by COVID-19-

induced restrictions. With minimal inventory on-site, 

overseas-based suppliers and global trade flows 

disrupted, companies from a range of sectors had 

little option but to curtail activity. 

Extended and increasingly insecure supply lines,  

along with heightened geopolitical risks, had seen  

a degree of supply chain reconfiguration in the years 

prior to COVID-19. Set against this context, the impact 

of the pandemic has served to highlight the need 

for supply chains to be future-proofed – the cost of 

holding more stock is considered worth it if it helps to 

retain customer loyalty. As demonstrated by the below 

graphic, ‘just-in-case’, as opposed to ‘just-in-time’, 

strategies were firmly on the agenda in Europe before 

the pandemic and are even more so now.

Source: Oxford Economics *Stock is the total aggregated stock levels (real, LCU) for Germany, France, Italy, Spain and the Netherlands
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Supply chain reconfiguration: a second demand driver for modern logistics space. 

Strong economic recovery

Europe is witnessing a strong cyclical recovery 

from the deepest recession in living memory with 

economic activity in many countries now above 

2019 levels. Industrial production is booming and 

manufacturing sentiment, while clouded by supply 

chain concerns, has rebounded. The graph below 

shows the strength of the recovery in both industrial 

production and confidence in the Eurozone following 

the initial shock of the pandemic. 

Source: Refinitiv



© 2022 CBRE Investment Management13

Perspectives European Modern Logistics: primed for sustained growth

Demand drivers already impacting the market

Elevated take-up levels; low vacancy rates; construction activity picking-up; demand outpacing new supply 

– all are hallmarks of buoyant markets and all can be found in the European modern logistics space.

Take-up of logistics space across Europe testing historic levels.
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Aggregate European vacancy rate 

Construction activity increasing.

Aggregate European logistics construction activity

Sources: CBRE, JLL. Aggregated countries: Germany, UK, Poland, France, NL, Italy, Spain, Czech Republic, Belgium

European logistics take-up, H1 2011 to Q3 2021, four quarter rolling, thousands sqm

Strong economic recovery: a third demand driver for modern logistics space. 
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In aggregate, the pandemic led to a temporary pause in new logistics development activity despite soaring 

demand for space. The development pause was short-lived, but the sector is playing catch-up and likely 

not to exceed demand for at least the next five years.

European modern logistics set for sustained performance

Projected top performer in Europe

While past performance is not a predictor of future 

results, CBRE believes logistics will be the top 

performing asset class in Europe for the foreseeable 

future.

Increase in investor participation

Strong fundamentals attract institutions. In 2021, 

European logistics accounted for 10% of institutional 

transactional activity. 

Today, the comparable figure is 20% and is even 

higher at the national/regional level. A virtuous 

circle of high demand drivers translating into 

strong fundamentals which in turn attract more 

institutional capital that propels the sector 

further on is in place. With strong total returns 

expected, further yield compression forecasted, 

near-term rental growth predicted to exceed 

inflation, European logistics’ outperformance is 

primed to continue. 

Total return, %Y/Y, average, 2022-2026

European logistics stock in millions of square meters and new supply growth as % of stock

Source: CBRE Investment Management. Switzerland residential market is not included in aggregated residential and all property 
figures. High street figures include convenience centers.

Source: CBRE. Includes: Belgium, Czech Republic, France, Germany, Italy, The Netherlands, Poland, Spain and U.K.
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But… European modern logistics is not a homogeneous sector

Each European country has its own history, culture and 

geography. It therefore follows that the development of 

markets and sectors within each nation has diverged 

over the years. This is true of the European logistics 

sector where the strength of structural demand drivers 

and historic barriers vary from nation to nation. 

In terms of e-commerce, the graphic below highlights 

national divergences across Europe.
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Countries such as the UK and the Netherlands, where 

e-commerce adoption rates are among the highest in 

the continent, are supply constrained when it comes 

to available modern logistics space and therefore 

offer attractive relative value. By contrast, in smaller 

peripheral markets where e-commerce penetration is 

relatively low, there has been less competitive tension 

when securing a facility. Together with the relative 

ease of development, rental growth has often been 

restricted resulting in weaker relative returns. 

The pandemic, however, has changed all this. As 

CBRE’s Tasos Vezyridis explains: “The European 

market is relatively polarized in terms of e-commerce 

penetration. There are a number of markets, including 

the UK, Germany, Sweden and the Netherlands which 

have many of the drivers already in place to facilitate 

high levels of e-commerce and this was accelerated 

during the pandemic. However, we believe many 

of the less established markets such as Portugal, 

Italy and Spain will see higher growth over the next 

five years and will start to catch up with the already 

dominant nations, resulting in growing demand for 

Logistics space in these markets and across Europe.”

Individual markets with different return profiles are 

likely to require different strategies to capitalize 

on the opportunity fully. For example, in supply 

constrained markets development activity, in the form 

of both new build and existing space reconfiguration, 

may offer the most attractive risk-adjusted returns. 

In those countries where the spread between yield 

on-cost and market yield are wide, participating in 

building activity may be the preferred strategy: 

UK
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Sources: CBRE Investment Management, JLL
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Maximizing the opportunity

Modern logistics is a global growth story, one with 

significant run room thanks to long-term drivers. 

Markets vary from region to region with the U.S. and 

certain countries in APAC among the most advanced. 

The European sector mirrors the global picture: some 

countries, such as the UK, are close to or above the 

U.S. level in terms of e-commerce penetration and 

logistics supply per capita; others, such as Italy and 

Spain, are starting from a low base. European logistics 

as a whole however is on the move. With individual 

countries offering different return profiles that require 

different strategies, careful navigation is required to 

maximize the opportunity. 

Understanding what occupiers are looking for

Knowing the needs of potential occupiers is 

paramount. Occupiers are demanding much more than 

a big box/warehouse for their operations. A business 

premises is no longer regarded as simply a necessary 

cost but also as a value-add asset that enables 

operations to run efficiently, timely and cost effectively. 

In addition, modern logistics space increasingly has 

to match stringent sustainability criteria. Buildings are 

required to be energy efficient, have minimal impact on 

the environment and local communities and contribute 

to the wellbeing of employees. 

Expertise in development 

With competitive tension high in certain markets, 

entry prices can be elevated and initial yields low. 

Partnering with developers generates enhanced 

returns thanks to the higher spreads on offer, provides 

access to off-market opportunities and delivers 

cutting-edge properties that meet high standards 

and thus unlikely to become obsolete in the future. 

Expertise in development does not have to be 

restricted to new builds – reconfiguring old space in 

prime positions may be the optimal strategy for a last 

mile delivery facility in a European capital city where 

space and/or the permitting process are restrictive.

Deep knowledge of local markets and trends

Europe is not homogeneous – countries/regions are 

driven by their own dynamics; consumers behave 

differently; trends vary in strength and breadth. 

Furthermore, markets are fast-changing. So too are the 

needs of occupiers, the expectations of regulators and 

the demands of consumers. Assets therefore have to 

be managed with one eye on the future. Trends need 

to be identified early. Properties managed over their 

entire life-cycle. Space has to be flexible.

Risk-awareness generates opportunities

Oversupply, ESG-induced obsolescence, stalling 

e-commerce growth from regulation/taxation, 

access to labor, staff retention – risk awareness 

is an exercise in threat mitigation. Thanks to the 

diversity of individual European markets in terms 

of development/demand drivers and the multiple 

strategies that can be deployed, risk management 

can also be an exercise in opportunity generation. 
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Perspectives European Modern Logistics: primed for sustained growth

Summary

Supply struggling to match 
demand; multiple growth 
drivers; institutional 
demand; ESG-induced 
change - European logistics 
is set for a period of 
outperformance. 

Not all European markets, however, are at the same 

stage of development. Individual countries have their 

own market dynamics, cultures and demographics. 

Investors looking to ensure risks are avoided, 

opportunities are identified and the returns on offer 

are captured need access to expert advice and local 

market knowledge, as well as the ability to capitalize 

on opportunities across the development spectrum 

from new builds to legacy asset reconfiguration. 

Above all, however, a deep understanding of what 

occupiers are looking for is essential.


