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Investment market 
The capital market in Estonia started the year rather actively with 

total investment volume reaching ca EUR 53 million in Q1 2021. 

The year began with the sale of the 4* Vana Wiru hotel and the 5* 

St. Petersbourg hotel in Old Town (both hotels are closed due to 

the COVID-19 outbreak). Industrial properties continue to attract 

increasing interest from investors. In Q1 2021, Kapitel bought a 

50% stake in Nordassets OÜ, which owns logistics centres in Rae 

(59,000 sqm with Smarten Logistics being the anchor tenant). 

Additionally, the market has been seeing a significant boost in 

land acquisitions in Tallinn and its suburbs. Thus, East Capital has 

acquired 30 hectares of land outside Tallinn for a new logistics 

project. The demand for modern logistics areas as well as for 

residential areas / developments remains extremely high. 

Key Investment Figures in the Baltic States, Q1 2021 

Prime Yields Estonia Latvia Lithuania 

Office 6.1% 6.0% 5.5% 

Retail 6.5% 7.0% 7.0% 

Industrial 7.3% 7.5% 7.25% 

Source: Colliers  

The industrial segment is receiving constant investor attention in 

Latvia - SG Capital completed its first acquisition, a large industrial 

territory in Dreilini in Q1 2021. Previously expected market trends 

are becoming a reality with investors actively looking to other 

segments apart from the typical office & retail. BTA Baltic 

Insurance Group signed an agreement for one of the largest 

residential transactions in Latvia's history, acquiring more than 

150 apartments in 3 projects from their developer & operator 

Rentejas. Greater activity in the residential rental market is 

expected as long awaited new rental legislation has finally been 

passed. The third notable transaction of the quarter included the 

acquisition of grocery-led retail unit Juglas Centrs by Lumi Capital. 

LIDL continues to acquire buildings with existing tenants; the sale 

of the TC Motors Car dealership was finalised in Q1. Prime yields 

remained unchanged. 

In Q1 2021, the Lithuanian market attracted total investment 

volume of over EUR 166 million. This represents twice the level of 

investor activity compared to Q1 2020. Surprisingly, the biggest 

share of investment volume (58%) was directed towards the retail 

segment. This is mainly due to the acquisition of the Depo DIY 

stores in Vilnius (Maksimiskiu St.) and Klaipeda that was closed by 

French investment company Corum. EfTEN Capital acquired a 

complex of three buildings with industrial, logistics and office 

space from Arginta Group via a sale-leaseback deal. Among the 

most notable deals in the office segment was the sale of Jonavos  

 

 

30 business centre in Kaunas to MS Projects. The hotel segment 

saw the acquisition of the 4* Radisson Blu Hotel Klaipeda by IN 

Group. In addition, Baltic Asset Management acquired the 3* 

Ecotel Hotel in Vilnius that had been closed since the COVID-19 

outbreak and is planning to transform the property into a 

residential project for lease. Ongoing strong interest in the 

industrial segment led to further compression of prime yield 

towards 7.25%. 

Office market 
Development in the Tallinn office market remains active with a 

total area of approx. 130,000 sqm (14 projects) under 

construction in March 2021. Q1 2021 saw the start of preparatory 

and construction work on two remarkable new projects in Tallinn 

CBD with total GLA over 46,200 sqm. Kawe started demolition 

works on site for developing a new Kawe City office building 

(anchored by PwC). Kapitel and Merko signed a contract and 

started underground construction works on the Liivalaia business 

and residential quarter with total commercial GLA 28,000 sqm. 

The quarter consists of three connected buildings, including 

Estonia’s tallest office building, and is planned for completion in 

2024. Vacancy continued to fluctuate around 9%, seeing a 

moderate but steady demand for newly built office space. Hidden 

vacancy started to reshape to physical vacancy, although the pace 

of growth remains tolerable. 

Key Office Figures in the Baltic States, Q1 2021 

Class Tallinn Riga Vilnius 

A Class Rents 14-17 14-16 14-17 

B1 Class Rents 9.5-15 10-14 9-14 

A Vacancy*, % 8-9% 27-28% 4-5% 

B1 Vacancy*, % 8-9% 14-15% 10-11% 

Source: Colliers EUR/sqm/month; *-speculative office market vacancy rate 

The Riga office market was relatively quiet during Q1 2021 as 

most office workers are still operating remotely. Even though 

employers are conducting surveys on employees’ willingness to 

return to offices, high uncertainty remains and decisions affecting 

office premises are mostly not yet being made. With a feeling / 

conviction in the market that price levels have decreased and that 

many options are available due to relatively large vacancy, some 
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companies have used this time to gather offers. No new large-

scale office projects are expected to be added to the market 

during 2021. Still, three large-scale projects are already under 

construction - Verde, Preses Nams, and Novira Plaza - to be 

delivered to the market starting from 2022. Lack of new projects 

has already posted a positive effect on overall vacancy – total 

speculative vacancy decreased by 0.9%. 

The Vilnius office market started 2021 actively, recording 

completion of the Lvovo business centre, the final stage IV of the 

S7 office complex and part of stage I of Business Garden Vilnius, 

which together increased office stock by new leasable area of 

36,500 sqm. In connection to new openings, although the 

construction pipeline has shrunk it remains sizeable at 197,200 

sqm. The largest lease agreement was signed by a new player in 

the market, American medical technology company DexCom, 

which pre-leased 6,000 sqm office premises at Business Stadium 

North East BC. Occupiers activate interest / intentions to lease  

 

new office space that is expected to materialize in the form of 

lease agreements later during the year. Office rent rates remained 

stable compared to the previous quarter. Vacancy level increased, 

mostly due to large vacancy that emerged in existing stock. 

 

Source Colliers International 

 

Retail market 
The retail sector in Estonia started the year positively with 

turnover of retail trade enterprises increasing by 7% in January 

and 4% in February 2021. Just as a year ago, in March 2021 the 

retail market was again hit by drastic restrictions – starting from 

March 11, only stores selling essential goods may remain open, 

with other stores and onsite catering closed / not allowed. As a 

result, leasing activity remained rather calm in Q1 due to 

continuing uncertainty. Even so, IKEA signed a lease agreement to 

open an order point (1,000 sqm) near the Lõunakeskus in Tartu, 

while PEPCO continues negotiations for further openings across 

Estonia. Additionally, Estonia's first full-size IKEA store (28,700 

sqm) will open in Kurna village in close proximity to Tallinn city in 

autumn 2022. The grocery segment remains very active indeed – 

Maxima started development of its XX supermarket in Lasnamäe 

district, Prisma announced the opening of a new supermarket in 

Saue in 2022, Selver will become an anchor tenant in the new 

Tabasalu Centre (13,000 sqm; opening in 2022), while Rimi started 

development of its new supermarket in Mustamäe. Vacancy is 

growing slightly at the expense of restaurant space. 

 

Source: Colliers International  

 
For the second consecutive quarter the retail market in Latvia is in 

lockdown with only essential retail open. Vacancy remains almost 

at the previous level with some slight improvement due to 

shopping centres using this time to change or improve their 

concepts by adding new tenants. The real impact on vacancy will 

be observed only once retail units are allowed to reopen. While 

the impact on rent rates has already been observed, currently 

signed new agreements have lower base rent rates than a year 

ago and tenants are pressuring landlords to implement just a 

turnover rent. New brands continue to enter the market: at the 

beginning of March, the first Hortes store in Riga opened next to 

SC Saga and IKEA. There is interest from new brands in 

expanding; however, they are currently waiting for the pandemic 

to end before making specific expansion plans. 

The Vilnius retail market remained stable in Q1 2021 in terms of 

new supply. Senukai started construction of a new store next to 

Vilnius Outlet which is expected to be completed by the end of 

the year. Retailers saw a partial lifting of quarantine restrictions for 

stores that have a separate direct entrance from the outside. The 

retail sector demonstrated adaptability to respond to changes in 

the environment. Some tenants in SCs renewed activity having 

opened emergency doors to the street or having been offered 

installation of additional direct outer doors. Apranga Group is 

testing a new pop-up store concept and opened a temporary 

store in Gedimino Avenue. Fashion platform Zalando announced 

expansion and will become available in Lithuania, among other 

markets, in 2021. Vacancy in prime shopping centres in Vilnius 

slightly increased. Landlords continued to apply rent discounts to 

affected retailers. 

Key Retail Figures in the Baltic States, Q1 2021 

 Tallinn Riga Vilnius 

Prime SC Rents* 23-46 25-45 25-50 

Prime High Street Rents* 30-48 18-35 25-50 

Vacancy in SC 4.2% 6.9% 2.1% 

*EUR/sqm/month; SC – shopping centre 

Source: Colliers  
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Industrial market 
The industrial segment remains rather active in Tallinn and its 

suburbs in terms of new developments with a total area of 

approx. 114,000 sqm under construction in March 2021, 

continually driven by a large number of SBU facilities (incl. 32,000 

sqm (10 projects) of new Stock Office space). Logistics operators 

and (online) retailers are generating the strongest demand for 

new space. Additionally, Elcogen signed an agreement with 

Mainor Ülemiste AS for development of a 10,000 sqm 

production facility in Ülemiste City. A new development boost is 

expected in Kurna village area next to Tallinn's ring road because 

of development of an IKEA concept store. Some already well-

known market players as well as new players from Latvia and 

Lithuania continue searching for available options to acquire 

prime land for logistics construction. Due to buoyant demand, 

vacancy and rental levels remained rather stable. 

Key Industrial Figures in the Baltic States, Q1 2021 

 Tallinn Riga Vilnius 

Prime Rents* 3.9-5.0 3.5-4.7 3.8-4.7 

Vacancy 4.3% 4.1% 1.8% 

*EUR/sqm/month 

Source: Colliers International 

During Q1 2021, the industrial segment in Riga saw completion 

of part of the second stage of Green Park by Piche, while no 

other projects have been added to the market. Projects currently 

under construction (GLA 120,000) are being actively  

offered to prospective tenants. Demand has been largely 

stagnant due to Covid-19 restrictions, with companies 

postponing strategic decision-making as they did during the first 

wave a year ago. As long as no new projects enter the market, 

rent rates and vacancy levels remain stable. 

In Q1 2021, the Vilnius warehouse market observed stability in 

total stock. SIRIN Development began construction works of the 

J55 logistics centre situated close to Gariunai. This brought the 

construction pipeline to a total area of 77,600 sqm. Notably, the 

majority of new space (71%) is being developed on a speculative 

basis, representing positive sentiment by developers. In addition, 

Darnu Group is starting construction of Vilnius Business Park, a 

24,000 sqm stock office project located in the northern part of 

the city. Another stock office project with an area of 12,000 sqm 

is planned on the opposite side of Vilnius and will be developed 

by VPH and Eika Asset Management in proximity to the airport. 

Warehouse rent rates maintained stable compared to the 

previous quarter and are likely to stay within the same ranges 

during the rest of the year. Vacancy stood at the same level as in 

the previous quarter. 

 

Source: Colliers  
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Trends for 2021 

• Industrial assets are in particularly high investor 

demand, as a result of ongoing resilience to the 

pandemic and strong growth of e-commerce. 

Thus, industrial yields have potential to 

compress. 

• Investors are expected to target more defensive 

assets, such as specific types of offices, logistics 

and grocery-led retail, followed by development 

or conversion opportunities as well as new and 

niche investment products, such as residential 

rental, student and senior housing, and data 

centres. 

• New office developments are expected to 

increase the vacancy level in Vilnius and Tallinn, 

while office take-up will be partly slowed down 

by still dominant remote work. 

• Low new supply in Tallinn is expected to support 

positive office space absorption throughout 

2021. 

• Since no notable or large-scale office projects 

will be commissioned in Riga in 2021, tenants 

seeking new premises will have to deal with 

existing projects or wait for new supply. 

• Return to offices is expected to energize 

decision-making and thus leasing and/or 

renegotiating activity.  

• The current epidemiological situation and 

restrictions continue to adversely impact rents 

and vacancy levels in the retail market across 

the Baltics. 

• The retail market will have to deal with a 

shortage of new brands that are ready to 

expand once lockdowns are over and vacant 

premises have to be filled. 

• The real standing of retailers will be revealed 

once shopping centres reopen. At the same 

time, similar to last year, summer is expected to 

see more customers in the malls, thus positively 

affecting retail sales perspectives. 

• The industrial market is expected to become 

more tenant-oriented once projects currently 

under construction enter the market (especially 

in Riga region). 

• Following the example of Estonia and some 

supply available in Kaunas, stock-office projects 

are finally appearing and are started to be 

developed in Vilnius and Riga. 
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