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2020 has been a challenging year that has
witnessed a dramatic structural shift in the real
estate industry. The impacts of the pandemic
have forced both people and businesses to
reconsider how they work, shop and live. All real
estate sectors are already impacted to some
extent, but the long-lasting effects are still in
question. But more change is sure to come.

INTRODUCTION

I trust you will find our publication informative.
If you have any queries, please feel free to
contact us.

Orsolya Hegedűs
Associate, RICS Registered Valuer
Head of Advisory & Research Budapest
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Q3 2020 RESULTS
(Q/Q CHANGE)

1.7%
GDP

-1.2%
DOMESTIC DEMAND

Macroeconomic

SITUATION

AS OF NOVEMBER 2020

0.9%
INDUSTRIAL OUTPUT

Until the Corona virus hit, the Hungarian economy had not seen a contraction since 2012 and consistently
outperformed the Eurozone in terms of GDP growth, with a 10-year average rate of 2.1% against the
Eurozone’s 0.5%. Growth over the past decades was predominantly driven by investment, but over the past
five years the share of consumption has become an increasingly important factor in sustaining GDP growth.
Following the first wave, Hungary bounced back through GDP growth of 11.3% in Q3 2020, exceeding
expectations. However, similarly to the rest of Europe, the second wave of COVID-19 has had a significant
impact and further lockdown measures have been implemented. It is expected that this will lead to a
fall again in Q4. Oxford Economics forecast that GDP will fall by 5.7% this year. Recovery rate in 2021 is
forecasted at 3.2% followed by 4.2% in 2022.
The unemployment rate stood at 3.4% in 2019 and is expected to increase to 4.2% in 2020, well below
the Eurozone’s 7.9%. This is expected to slow down the rapid wage growth and lead to a decline in
consumption. Nonetheless, consumption is expected to recover at 3.2% and 4.3% in 2021 and 2022
respectively.
Industrial production in September grew 2.2% y-o-y and 61% compared to April. Industrial exports show a
3.8% increase compared to the same period in 2019. Transport equipment representing the largest piece
(38%), followed by electronical products at 18% of the total volume.
Hungary will benefit significantly from the new EU’s Next Generation recovery fund and the new Multiannual Financial Framework (MFF). In total, Oxford Economics estimate that Hungary will receive some
€8.6bn in grants from the recovery fund over the five years to 2025, while it could receive €35bn from the
MFF over the next seven years. The Next Generation fund will provide a stimulus to the Hungarian economy
equal to some 6.7% of GDP in 2021-25, and this is expected to be a strong driver of the recovery.

MAIN MACROECONOMIC INDICATORS (Y/Y CHANGE)
2020 FORECAST
(Y/Y CHANGE)
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Government measures
A partial curfew came into effect in Hungary from 11
November whereby everybody is required to stay at
home from 8 p.m. to 5 a.m. This regulation imposed no
restrictions on a workforce coming to and from the office.
In line with these regulations, secondary and higher
education are switched to online, and university
dormitories are closed. Nurseries, kindergartens and
elementary schools for under 14 years may be open with
teachers and workers tested on a week basis.

Measures &

IMPACT

Impact
Following the first COVID-19 wave, most office occupiers
returned to the office during the summer period. Cushman
and Wakefield have approached 125 companies based in
Hungary to measure their return to office rates. More than
50% of our respondents returned to office in May and
another 30% later in June, whilst remote work continues
until the vaccine becomes available. This is supported
by the data measured by Google and summarised in the
Mobility to Office Report, as shown in the chart. We note
that the summer holiday season resulted an apparent
decrease in office presence during July and August.

The second wave of COVID-19 is now affecting Hungary
and Budapest, and many occupiers have again increased
the share of employees working from home. Google’s
report shows that the mobility to workplaces stands
at -20% compared to baseline figures as at the end of
November.
Source: https://www.google.com/covid19/mobility *
* Google’s mobility report: These reports show how visits and length of stay
at different places change compared to a baseline. Google calculated these
changes using the same kind of aggregated data used to show popular times
for places in Google Maps. Changes for each day are compared to a baseline
value for that day of the week: the baseline is the median value, for the corresponding day of the week. google.com/covid19/mobility

GOOGLE MOBILITY REPORT - OFFICE USE
FEBRUARY-NOVEMBER 2020
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Market activity
Cushman & Wakefield Global Research Study concluded
that the structural impacts of work-from-home trends
will be offset by factors such as economic growth and
office-using job growth, which means demand for office
will continue to grow over the 10-year forecast horizon.
In addition, as the economy returns to its pre-crisis GDP
level, 2022 will be the inflection point in Europe when
office leasing fundamentals begin to improve again.

Budapest typically delivers the second highest take-up
amongst the capital cities of Central Europe, averaging to
530,000 sq.m. per annum in the last five years. In 2019,
occupier demand grew by 19% y-o-y to 637,000 sq.m., the
highest figure on record.

Europe’s office sector is expected to fully recover
by 2025 and we expect Budapest can recover even
faster as structural low supply bodes well for recovery.
Hungary has been a key beneficiary of the offshoring
of BPO’s and shared service centres. History shows
global economic events accelerate cost-cutting initiatives
by international corporates, so increasing the drive to
offshore. Budapest adapted well to the switch to full home
office during the first wave of the pandemics, whilst many
global competitors struggled with basic infrastructure
requirements. This should increase Budapest’s
attractiveness for the future.

The pandemic has created several forces that are directly
impacting the office sector’s fundamentals. Some of the
impacts are cyclical— for example, office-using job losses
in certain industries such as aviation and higher vacancy.
Other impacts are structural, such as a greater share of
employees who will now regularly work from home (WFH).

BUDAPEST OFFICE MARKET SUMMARY CHART
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Market activity &
Development activity

2020, however, has been affected by the COVID-19
pandemic. In the first three quarters demand levels reached
only 247,000 sq.m., which corresponds to some 43%
decrease compared to the same period last year. We note
that demand levels in Q1 were keeping up with the trends,
but starting from the end of second quarter, decisionmaking processes have significantly slowed down. We
note that viewings are remaining active, indeed, large-scale
transactions have proceeded with long-term commitments
in place and, new market entrants have selected Budapest
for offshoring of their BPO’s or shared service centre
businesses. This is a sign that Budapest and Hungary are
well placed for recovery and opportunities to capitalise are
being actively sought.
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Occupiers' perspective

Ongoing development schemes continue, and no major
delays are reported. Whilst the pipeline for the 20202022 period shows an increased level compared to the
amount seen in the last ten years, the impact of working
from home in Budapest, remains to be seen on future
demand and design. The largest amount of new supply
will be delivered on the South Buda by the end of
2022 closely followed by the Non-central Pest and the
Váci corridor submarkets. The development pipeline is
dominated by large-scale development schemes such as
the BudaPart or Agora.

Whilst the market remains Landlord favourable, Tenants
require more flexibility in lease conditions. Large occupiers
are requiring shorter terms at renewal or listing their
‘redundant’ space as sublease options. This is a new trend
in Budapest, and we note most spaces are limited in
layout, size or fit-out and need to compete with the very
new modern supply.

NEW OFFICE SUPPLY BUDAPEST, TOTAL

The future of

OFFICE
SPACE
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Most occupiers are in “wait-and-see” mode and rethinking
their future space requirement based on their home
office experience. We see that one effect is the potential
reversal of a decades-long trend of densification in
which businesses have been absorbing less space per
office-using employee. COVID-19 is requiring society to
social distance in the near-term and disrupting the trend.
Cushman & Wakefield believes that densification will stop
and practices such as agile working and rotating shifts
will increase. Should densification begin to reverse in the
aggregate, it might offset some of the loss in demand
caused by more remote working—possibly offsetting it
fully.
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OPINION

We expect 2020 and 2021 demand levels will be impacted by the impact
of COVID-19, whilst the impact of work-from-home is to be seen in
Budapest. Most businesses have adapted to remote work successfully, but
the transition was ad-hoc and its long-lasting effects are still in question.
One thing is for sure, the role of the office is evolving into a space to
connect for which the office can provide the best infrastructure available.
Considering the current age of the Budapest stock however, we need
more modern space that provides the flexibility for agile working and the
wellbeing for employees. “

Tamara Szántó
Partner | Office Agency
Head of Office Agency
Cushman & Wakefield
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Government measures

Impact

From 11 November, a partial curfew is in effect for a
minimum of 30 days whereby everybody is required to
stay indoors from 8 p.m. to 5 a.m. The only exceptions are
for commuting to and from work, and in case of health
emergencies.

Hungary implemented a total store closure in April, that
lead to a serious drop in turnover and footfall displayed on
the chart below. Life resumed close to its pre-crisis norm
in the summer months and this recovery demonstrates
that when presented with the opportunity customers will
show up.

A general ban is in place for all events; cinemas, theatres
and fitness centres all fully closed by now. Special
shopping hours for seniors were introduced again from 23
November but traditional retail including high streets and
shopping centres are open.

Government measures &

IMPACT

The second wave of COVID-19 is affecting Hungary,
similarly to the rest of Europe. Restaurants, cafés and
bars are currently closed and can only accept take-away
orders. In accordance with the new regulation, shopping
centre and high street schemes operate under reduced
hours until 7 p.m. High street retail shops are experiencing
a much lower footfall due to travel bans which resulted in
50-70 % decline in turnovers. Shopping centres and retail
parks, that chiefly cater to the local market, proved to be
comparatively resilient.

TURNOVER AND FOOTFALL FIGURES IN SHOPPING CENTERS
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Consumer's perspective

Most retailers are focusing at present on saving their
existing portfolios, whilst expansion activity is delayed for
Q3/Q4 2021 and beyond. FMCG players remained active.

The crisis has fundamentally changed how retail operatesbut Hungary has a comparatively resilient position as
shopping centre saturation is significantly below the
Western European average. Moreover, Hungary lags
behind the rest of Europe in terms of online retail share,
although future growth is expected to be much quicker.
Indeed, online sales rocketed up to 8% by the end of Q3
2020, which represents a growth of 40% y-o-y, and should
exceed 10% by 2022 even assuming it reverts to preCOVID growth rates.

Brick-and-mortar shopping experiences
still dominate in Hungary

Market activity &
Consumers perspectives

Google’s mobility report indicates that the mobility to
retail & recreation returned to pre-COVID levels in the
second half of summer. With the new curfew regulations
now in effect, the mobility dropped back 20% from preCOVID levels by the end of November.
High street and leisure have strongly been affected by the
second wave of COVID-19; however, the data reported
by shopping centres shows improved footfall from
early November as Christmas looms. This indicates that
Hungarian shoppers feel safe in brick-and-mortar stores.

GOOGLE MOBILITY REPORT RETAIL & LEISURE USE

The traditional in store model is changing. Retailers are
faced with a new situation that is driving innovation and
flexibility. The growing importance of e-commerce is
undeniable, despite it only being in its infancy in Hungary.
Whilst many of the more established major players such
as Alza, EMAG, Edigital, are focused on electronics, this is
rapidly spreading to other sectors.
Source: https://www.google.com/covid19/mobility *
* Google’s mobility report: These reports show how visits and length of stay at
different places change compared to a baseline. Google calculated these changes
using the same kind of aggregated data used to show popular times for places in
Google Maps. Changes for each day are compared to a baseline value for that day
of the week: the baseline is the median value, for the corresponding day of the week.
google.com/covid19/mobility
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OPINION

“Whilst retailers are hoping extreme losses accumulated in 2020
will at least be partially offset by the upcoming Christmas period,
the market moves into 2021 with great challenges ahead. Retailers'
activity is expected to stay moderate in the coming few months,
primarily focusing on rationalizing their portfolio and minimizing
their damages. With e-commerce further strengthening, the
traditional retail locations will aim to survive.”

Viktória Szabó
Partner, Head of Retail Agency,
Cushman & Wakefield
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Government measures

Budapest market activity

From 11 November, a partial curfew and other social
distancing measures were introduced. The country
borders are open to and from neighbouring countries
enabling efficient logistics operation.

Market activity in industrial and logistics reached recordhigh take-up volumes: Q1-Q3 total take-up this year
already exceeds TOTAL take-up volume recorded in 2019.
Net-take up (i.e. excluding renewals) exceeds the total net
take-up volume of 2019 by ca. 100,000 sq m. A significant
volume of large floorplate transactions was recorded since
January, with 16 recorded transactions over 10,000 sq m.

Impact
Industrial market

TRENDS

DURING THE COVID-19
PANDEMIC

Hungary was hit hard by the closure of large parts of
the manufacturing sector and an abrupt decline in
international trade during the first wave of COVID-19.
Industrial production in April was down by nearly 40%
since the start of the year, with goods exports recording
a fall of a similar magnitude. All manufacturing has
restarted production from late April, although automotive
production remains below capacity due to global supply
chain disruptions, which will need more time to fully
recover. Oxford Economics, expectation is that exports
will decline by 10 % this year, after growing 5.8% in 2019,
before recovering to grow by 9.9% in 2021 and 5.1% in
2022.
The second wave of COVID-19 has limited impact on
industrial and logistics as the regulation does not affect
commuting to and from workplaces. Physical workforce
must abide by social distancing and protective measures
such as wearing a mask, body temperature control and
anti-bacterial sanitizing.

Market sentiment in general is positive, with strong
demand levels coupled with a healthy appetite for new
developments; hence an improved level of new space
is being delivered in 2020. Rents are stable, while new
market entrants are keen to deliver significant volumes of
new stock. Thereby releasing some pressure on rents.
BUDAPEST LOGISTICS MARKET KPI'S
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TRENDS
focus on e-commerce

Development activity

Occupiers' perspective

New deliveries over the past two years have only been
40% of that delivered during 2008-2010 and, given recent
low availabilities, Budapest has intense supply constraints.
104,000 sq m of new speculative and semi-speculative
space was delivered in YTD 2020 alone- which is an
outstanding figure.

Occupiers are under pressure as vacancy rates are low,
whilst limited speculative space has been delivered.
Rental rates remain high: Budapest's prime market rents
are the highest in the region. The major winners of the
pandemic are e-commerce businesses with a 42% growth
in e-commerce sales year-on-year - this trend has also
transpired in some large lease transactions in the logistics
sector.

The general pandemic may have generated some hesitation
amongst developers for speculative developments, but
most schemes under construction tend to pre-lease
completely or partially prior to delivery, hence providing
comfort to developers. In this regard, institutional
developers tend to have less legroom while privately
owned development firms can take advantage and launch
projects based on entrepreneurial judgment. The restart
of automotive producers in Hungary is likely to bring new
supplier demand to countryside automotive hotspots such
as Kecskemét, Győr and emerging Debrecen.
With significantly improved demand levels currently
exceeding Prague, the Budapest logistics market is still
one of the smallest in Central Europe as shown below. This
indicates scope for growth and an apparent under - supply.
INDUSTRIAL & LOGISTICS STOCK IN CEE
CAPITALS (SQ M)

C&W records that the production and manufacturing
sector continue to be attracted to Hungary for the same
reasons as before: excellent governmental incentive
packages, efficient blue- and white-collar workforce and
an advanced road and rail infrastructure. New developers
entering the Budapest and countryside industrial and
logistics markets will provide a more diverse choice in
location, pricing and property quality/specification.
Reliance on global materials and parts sourcing became
a disadvantage during the pandemic for manufacturers
all over Europe. The most likely reaction is that
manufacturers will put more emphasis on “nearshoring”
over the medium-term and, being a hub for German car
production in Europe, Hungary should enjoy sustained
demand over the mid-term.
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OPINION

We anticipate further growth both in Budapest and the
countryside in the industrial and logistics sector. All evidence
suggests that despite high rents and low vacancy, Hungary
and especially Budapest remain a very attractive or perhaps
"unavoidable" location for international occupiers. Logistics
and e-commerce requirements are likely to drive the Budapest
market in the coming 6-12 months, while the countryside will
be dominated by industrial manufacturing and production
investments, many of them tied to the automotive sector. C&W
forecasts a healthy development pipeline for Budapest especially
with the expected new market entrants delivering significant new
stock over the coming months and years.”

Gábor Halász-Csatári
Partner,
Head of Industrial & Logistics,
Cushman & Wakefield
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Government and
MNB measures

Market activity
Clearly investment volumes have been impacted by the
pandemic - in practical terms with international travel
being impossible, through economic uncertainty, and
through investors holding back on investment decisions.

The recent showdown between the Hungarian and Polish
Governments with the EU over the COVID-19 relief budget
has been raised as a concern by some international
investors, although ultimately such issues are not new, and
Hungary's continuing strong occupational performance
with international companies will offset these concerns.

Investors reappraise future occupational trends and real
estate utilisation into the future. This said, the Hungarian
market is underpinned by a strong domestic presence
that continues to be acquisitive and internationals are
continuing to progress ongoing processes. The acquisition
of the Goodman portfolio by Gazeley is the largest
logistics transaction on record, reflecting the growing
importance of the sector.

Macro perspectives

TRENDS

ON THE HUNGARIAN
INVESTMENT MARKET

The Hungarian economy recovered strongly in Q3,
growing by 11.3% q-o-q after a 14.6% fall in Q2. This was
slightly ahead of expectations and reflects the sharp
recovery in industrial production following the lockdown in
April. However, it is now clear that Hungary, like the rest of
Europe, is facing a resurgence of the coronavirus heading
into winter. The government has consequently imposed
a new partial lockdown, which is again expected to
depress activity, especially in services. As a result, Oxford
Economics expect GDP to decline again in Q4.

Other issues

Domestic funds are not limited to the Hungarian markets,
and interest in establishing cross-border regional
portfolios continues through the acquisition of companies,
portfolios and individual assets.

INVESTOR ORIGIN
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INVESTMENT VOLUMES

€890 M
Q1 - Q3 2020

-26.3%

CHANGE YOY

€1.2 B

€ BILLION
Other
€ 293. M
33%
Office
€ 404. M
45%
Industrial
€ 129. M Retail
15%
€ 63. M
7%

2.0
1.8
1.6
1.4
1.2
1.0
0.8
0.6
0.4
0.2
0.0

TWN
7%

Other
9%

FRA
10%

HUN
45%

GBR
13%
2017

2018
Q1

Q2

2019
Q3

2020

DEU
16%

Q4

Q1 - Q3 2019

Source: Cushman & Wakefield Research
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OPINION

Whilst owners are clearly delaying bringing opportunities to market,
ongoing deals continue to close - as evidenced by the recent closing of
the Margit Palace and Buda Square transactions. Whilst this year's
investment volumes will be down on recent years, they already exceed
the €1bn mark, demonstrating underlying resilience to a challenging
environment.”

Michael Edwards
International Partner,
Head of Capital Markets
Cushman & Wakefield
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About Cushman & Wakefield
Cushman & Wakefield (NYSE: CWK) is a leading global real estate services firm that delivers exceptional value for real estate occupiers and owners.
Cushman & Wakefield is among the largest real estate services firms with approximately 53,000 employees in 400 offices and 60 countries.
In 2019, the firm had revenue of $8.8 billion across core services of property, facilities and project management, leasing, capital markets, valuation and other services.
To learn more, visit www.cushmanwakefield.com or follow @CushWakeCE on Twitter.

