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Office take-up drops to record low as result of the COVID-19 pandemic 
■ The European Office Rental Index increased by 0.4% q-o-q and at 2.3% y-o-y during Q2 2020. 

■ European office take-up totalled approximately 1.7 million sq m in Q2 2020, a 50% decrease y-o-y. 

• European office vacancy increased by 20 basis points to 5.8% during Q2 and is set to move around 7% during 2021. 

 

 

 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

    

  

 

 

 

  

 

 

 
 

 

 

 

 

 

 

 

 
Source: JLL, July 2020 
The clock diagram illustrates where JLL estimates each prime office market is within its individual rental cycle as at the end of June 2020. Markets can move around the clock at different 

speeds and directions. The diagram is a convenient method of comparing the relative position of markets in their rental cycle. Their position is not necessarily representative of investment or 

development market prospects. Their position refers to prime face rental values. Markets with a “step pattern” of rental growth do not tend to follow conventional cycles and are likely to 

move between the “hours” of 9 and 12 o’clock only, with 9 o’clock representing a jump in rental levels following a period of stability. 



European Office Occupier Markets 

 

The health, economic, and real estate impacts of the COVID-19 pandemic continued to disrupt markets across EMEA in Q2 and 

look to remain a primary determinant of performance in the second half of the year. Macroeconomic indicators point to the most 

severe contraction on record in the second quarter, to be followed by a strong but incomplete rebound in Q3 and Q4 as 

containment restrictions are eased, fiscal and monetary policy continue to backstop business finances and the labour market, 

and consumer behaviour gradually returns to normal. The crisis has accelerated existing trends evident before the pandemic: the 

retail shift toward e-commerce; the de-densification of office space; the adoption of remote working technology and 

communication tools. The next six months will continue to be characterised by high levels of uncertainty and market disruption, 

though transaction activity is set to rebuild, price discovery will be less opaque, and finance conditions will remain favourable. 

Structural changes to how office space is used will continue to emerge, incorporating lower employee density and deployment of 

remote work options, with the likely net effect of increasing office demand and raising the premium on the highest quality assets.

 

Office Rents 
 
The European Office Rental Index increased by 0.4% q-o-q in Q2 2020, with 
2 of the 24 Index markets recording growth over the quarter. In all other 
markets, rents remained stable. At 2.3%, annual European rental growth 
performs below the 10-year average of 2.8%. 
 
Hamburg (+3.4% q-o-q) led the way in terms of rental growth in Q2, 
reflecting the occupier appetite and the shortage of grade A office space 
across the market. Prime rents have remained stable across other markets 
in Germany. However, we do expect further movement in rental growth in 
Berlin during the rest of the year.  
 
Prime rents in Paris also increased during Q2 (+1.2% q-o-q). During the 
lockdown a number of record level deals were signed in the French capital, 
underlining the strength of the Golden Triangle. These deals were mostly 
initiated pre-lockdown.  
 
Looking ahead, European prime headline rents are unlikely to see a sharp 
correction. Rents are expected to see low single digit decreases in 2020 
across a number of European cities. Landlords will continue to be 
unwilling to provide significant rental reductions in the prime segment as 
availability remains extremely tight. However, more generous incentives as 
response to the economic headwinds are more likely to be granted going 
forward.    
 

Office Demand 
 
With most restrictions across EMEA coming into effect during the beginning 
of March, most new office leases were on hold aside from ‘mission critical’ 
during Q2. Therefore, European office take-up reached a record low and 
totalled approximately 1.7 million sq m in Q2 2020, a 50% decrease y-o-y. 
While Western Europe noted a 53% decline y-o-y, occupier activity in 
Central and Eastern Europe decreased by 39% compared to the Q2 2019.  
 
In Germany, take-up across the Big 5 office markets amounted to circa 
465,000 sq m in Q2 2020. Given the tight supply, the Berlin office market 
held up relatively well (-11% y-o-y). In Munich, an international tech firm 
signed a large transaction, showing evidence that large strategic deals are 
being pushed ahead despite the COVID-19 pandemic. The lockdown 
period has had large effects on the Frankfurt (-75% y-o-y), Dusseldorf (-68% 
y-o-y) and Hamburg (-52% y-o-y) office markets.  
 
2020 started slowly from a leasing perspective in London, even before the 
lockdown, and not surprisingly, with many people confined to home, the 
leasing market has remained subdued, totalling 106,000 sq m (-59% y-o-y) 
in Q2. However, the lions’ share of this newly signed office space will have 
been signed during virtual tours, reflecting a relatively impressive number.  
The largest deal of Q2 was Covington & Burling’s acquisition of 8,000 sq m 
at 22 Bishopsgate. Europe’s largest office market, Paris, also saw a 
considerable slowdown in occupier activity during Q2 (-65% y-o-y). 
 
 
 
 

 
In Amsterdam, leasing activity reached 50,000 sqm during Q2 2020 (-25% y-o-
y). This was largely due to Ayden’s 17,000 sq m lease in the Hudson’s Bay 
complex. Meanwhile, record low vacancy has been halting any significant 
leasing activity over the last 2 years. Elsewhere in the Netherlands, office 
demand remains more subdued.   
 
In cities across Southern Europe, the office market has been particularly quiet, 
with most requirements put on hold. Leasing activity in Madrid (-68% y-o-y), 
Barcelona (-66% y-o-y) and Milan (-49% y-o-y) all recorded significant declines 
compared to Q2 2019.  
 
Due to the significant impact of the COVID-19 pandemic, leasing activity has 
dropped to a record low level during Q2. We expect that this will pick up again 
towards Q4 2020 and Q1 2021. JLL forecast that 2020 leasing volumes will be 
around 30% down on the 3-year average followed by -15% in 2021. Meanwhile 
contract negotiations will continue in ‘go-slow’ mode so deals will be pushed 
quickly once the peak of uncertainty has shifted. We have also seen appetite 
for new requirements from growth sectors including consumer products, e-
commerce, new media and tech sectors.  
  
For now, most occupiers will continue to focus on re-opening their offices and 
acclimatising to the new normal with protocols for a post Covid-19 workplace.  
Working from home has now been successfully integrated across geographies 
and industries. However, as working from home continues to be used at large 
scale it is becoming increasingly clear that the physical office space still has a 
pivotal role to play in facilitating essential face-to-face activities that are not 
easily replicated online. In the long term, the office will remain a fundamental 
part of our corporate culture and will play an essential role in our work and 
productivity. 
 

Office Supply 
 

European office vacancy increased by 20 basis points to 5.8% in Q2 2020. 
Across Europe, 5 of the 24 Index markets recorded a fall in vacancy in Q2, most 
notable declines were witnessed in Luxembourg (-40 bps to 3.1%), Amsterdam 
(-20 bps to 3.5%) and Utrecht (-20 bps to 6.1%). On the other hand, availability 
increased across 14 index markets including London (+120 bps to 5.5%), 
Budapest (+70 bps to 6.8%) and Brussels (+50 bps to 7.4%). 
 
Vacancy rates are set to increase across most cities during 2020, moving to 
around 7% in 2021, the highest since 2017. However, the impact of more 
subdued leasing volumes will be cushioned to some extent by a softer 
development pipeline.   
 
During the COVID-19 lockdown, many construction sites remained open across 
Europe. Office completions totalled approximately 786,000 sqm in Q2, with the 
CEE, Paris and London accounting for the majority of new delivered space. 
Looking ahead, we expect full-year completions to reach approximately 5.1 
million sq m in 2020.However, COVID-19 related issues, materials and supply 
chain disruption will still have a significant impact on the development 
pipeline planned in 2020 and the years to come.   
 
 



Prime European Office Rental Index (EUR / sq m pa)            % Change Q2 2020 

 

 
Weighted Nominal Rental Trend, 1980 = 100  

Source: JLL, July 2020 

 

Prime Office Rents Q2 2020 (EUR / sq m pa) Prime Office Rental Change Q2 2020 (% Q-o-Q) 
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Definitions 
 

 

Prime Rent 
Represents the top open-market rent that could be expected for a 
notional office unit of the highest quality and specification in the 
best location in a market, as at the survey date. The rent quoted 
normally reflects prime units of over 500 sq m of lettable floor space, 
which excludes rents that represent a premium level paid for a small 
quantity of space. The Prime Rent reflects an occupational lease 
that is standard for the local market. It is a face rent that does not 
reflect the financial impact of tenant incentives and excludes service 
charges and local taxes. The Prime Rent represents Jones Lang 
LaSalle’s market view and is based on an analysis / review of actual 
transactions for prime office space, excluding any unrepresentative 
deals. Where an insufficient number of deals have been made for 
prime office space, an assessment of rental value is provided by 
reference to transactions generally in that market adjusted 
accordingly to equate to prime. 

 

Take up 
Take-up represents floor space acquired within a market for 
occupation during the survey period (normally three-monthly). A   
unit is registered as taken-up when a legally-binding agreement to 
acquire the unit has been completed. Take-up includes floor space 
leased and sold for occupation, and the pre-lettings of floor space in 
course of development or prior to the start of construction. 

 

Annual Net-Absorption 
Represents the change in the occupied stock within a market during 
one year. Net Absorption is calculated on the basis of “top-down” 
estimates of occupied stock derived by subtracting vacant office 
stock from the total office stock of that market. Mothballed stock, i.e. 
floor space held vacant and not being offered for letting, usually 
pending redevelopment or refurbishment, is excluded. 

Vacancy Rate 
The Vacancy Rate represents immediately vacant office floor 
space, inclusive sub-lettings, in all completed buildings within a 
market as at the survey date (normally at the end of each quarter 
period), expressed as a percentage of the total stock 

 

Completions 
Completions represent floor space completed during the survey 
period (normally annually and projected forward by three years) 
within a market. Completions include both new development 
and refurbished accommodation that has been substantially 
modernised. An office is regarded as complete when the 
developer will undertake no further work until a tenant / 
occupier is secured. In the majority of instances this means that 
all main services are completed, and suspended ceilings and 
light fittings are installed. Some developments are considered to 
be completed when they reach “shell-and-core” condition where 
the accommodation is to be marketed in that state. 

 

Future Completions 
Represents the total floor space of new and refurbished 
developments, either pre-planned, planned or under construction, 
that are expected to complete in a given year or the remainder of a 
current year (e.g. at Q1 2020 for Q1-Q4 2020). The total volume 
contains developments of high completion probability which are 
usually already under construction, have obtained building permits 
/ authorisation, or are considered for other reasons highly likely to 
be completed. 
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