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 Baltic States were leading the economic growth in the European Union; 
mainly explained by powerful growth in export sector, which has led to 
increase domestic demand in 2011. However, the general stagnation of 
the EU economy will also slow down the economic growth in Baltic States. 

 After long period of investor‟s inactivity, transaction volumes started to rise 
again in 2011 in all three Baltic States. 

 Private investors dominate the investment market in Latvia while different 
investment funds increased their portfolio volumes in Estonia and 
Lithuania. 

 The greatest activity was observed in Estonia, which attracted most 
investor interest and where major transactions were closed in 2011. The 
benefit of joining the Euro zone at the start of the year and better overall 
economic performance made Estonia more attractive than Latvia and 
Lithuania. Investment volumes in Baltics have increased - exceeding 
€200m in 2011.  

 Starting with Q3 2011 several investment funds have shown the interest in 
retail properties in Baltics. Retail sector accounted the majority of all the 
investment transactions. 

 Yield level is relatively high compared to Northern and Western Europe but 
rather similar among all three Baltic countries. 

 

 

Figure 1 

Dynamics of retail prime yields in Baltics 

 
Source: DTZ Research 
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Macro-economic trends 
Estonia 
 
The economic situation in Estonia has improved mainly 
by support of export, but also the domestic demand is 
playing continuously larger role in overall growth, 
especially as the main export partners are actively 
going to the saving and cost cutting period, which 
reflects already in the export results of Q4 Y2011. 
Estonia has one of the strongest economies in Euro 
zone, but the country will not remain unaffected in the 
overall crises and the economic growth forecasts are 
strongly decreased for coming couple of years. If the 
situation in Europe will be more serious than expected, 
then the economic decrease is expected also in 
Estonia.  
 
Based on the information presented by Bank of Estonia 
and Statistics Estonia, GDP decreased by 14.3% in 
Y2009, and was followed by 2.3% increase in Y2010. 
Based on the prognoses of Estonian Bank (from 
December 2011) the growth of GDP will be 7.9% in 
Y2011, 1.9% in Y2012 and 3.6% in Y2013. The growth 
of GDP was 7.9% in the Q3 Y2011 compared to the 
same period in 2010. In the comparison with Q2 Y2011, 
the growth was 0.8%.  
 
Based on the information from Bank of Estonia and 
Statistics Estonia, the CPI growth was 0.2% in Y2009, 
2.7% in Y2010 and 5.0% in Y2011. Such fast inflation is 
mainly caused by price increase in food and fuel sector. 
Based on the prognoses of Estonian Bank, the CPI 
change will be 2.8% in Y2012 and 2.9% in Y2013.  
 
The average registered unemployment rate was 12.3% 
in 2010. Same figure has continuously decreased, 
being averagely 7.3% in Q4 Y2011 and averagely 8.4% 
on annual bases in Y2011.  

 

Latvia 
 

Since the start of 2010 the Latvian economy has 
returned to growth, backed by remarkable expansion in 
exports and gradually decreasing unemployment. GDP 
growth in 2011 reached 5.3% – significantly exceeding 
previous expectations. The growth tendency was stable 
throughout the year as Latvia continuously took leading 
positions in EU Member States survey of quarterly 
growth.  

Historically, from 1996 until 2011, Latvia's average 
annual GDP growth was 4.54% reaching historically 
high level of 13.90% in March 1996 and lowest level of 
17.7% in September 2009, according to the data of the 
Central Statistical Bureau of Latvia. Stronger export 
and restocking has stimulated investments and import 
in 2011. GDP prognosis for 2012 is at 2.5 -3% level. 
Latvia's GDP growth in 2012 will of course be 
dependent on the developments of global economy. 

 

The annual average consumer price increase in 2011 
was 4.4% (forecasted data). Inflation is likely to 
decrease but due to the rise in the price of fuel gas and 
heat in the beginning of 2012, there will still be some 
pressure on the inflation, reaching an average 2.5% in 
2012. 
 

The labour market situation has continued to improve. 
In December 2011 11.5% of the active population of 
Latvia were unemployed. However, the decrease of the 
unemployment rate certainly will slow and the overall 
unemployment will still remain comparatively high for 
the next few years. Further developments will depend 
on the amount of new workplaces, productivity and 
wage growth. 

 

Despite of general improvements in the economic 
situation in Latvia, sharp economic growth is still highly 
unlikely due to external factors. The recent growth has 
not yet compensated the sharp contraction of the 
economy over 2008-2009. 

 

Lithuania 
 
Lithuanian Government took over Bankas Snoras AB in 
November 2011, after the central bank discovered that 
assets reported on the lender‟s balance sheet were 
missing. Lithuania may have to raise the level of public 
debt to repay depositors of Bankas Snoras AB, 
exacerbating an increase in financing costs caused by 
Europe‟s sovereign-debt crisis. 
 
Seasonally adjusted GDP, compared with previous 
corresponding year was 2,7% in November 2010 and 
4,4% in November 2011. The Lithuanian Ministry of 
Finance forecasts 2.5% and 3.7% GDP growth in 2012 
and 2013, respectively. According to this prognosis, the 
GDP growth will decrease by 0.3% in 2014 compared 
with 2013.  
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Average annual inflation rate was 4.1% in the end of 
November 2011 and the change, as compared with 
corresponding November month of previous year, was 
4.4%. According to the forecast by Finance Ministry of 
Lithuania, the annual index of the consumer prices will 
be 4.1% in 2011, and will decrease to 2.5% in 2012.  

According to the information from Statistics Lithuania, 
the unemployment rate in the country in December 
reached 14.4%. 

 

 

Table 1 

Key Macroeconomic Indicators  

  Estonia Latvia Lithuania 

Population (in thousands)  1,340 2,208 3,199 

Urban population 65% 68% 67% 

Area (thousand km²)  43 65 65 

Population density (2011, per km²)  31 34 50 

Capital city  Tallinn Riga Vilnius 

Population in capital cities (thousand)  414 706 543 

Currency   EUR LVL LTL 

Exchange rate (€) x 0,7028 3,4528 

GDP at current prices (bn €, 2010)  14,3 18,10 27,40 

GDP per capita, at current prices (€, 2010)   10672 8096 8444 

GDP growth (€, 2011f)   7,9 4,5 6,1 

Inflation rate (%, 2011)  5,0 4,4 4,1 

Unemployment rate (%, Q3 2011)  10,9 14,4 14,8 

Source: National Statistics, Ministry of Finance of the Republic of Lithuania  
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Investment market 
Estonia 
General overview  

 

In Estonia the investor‟s interest is mainly addressed 
towards the properties located in capital city Tallinn, but 
in smaller amount also towards other larger Estonian 
cities like Tartu, Pärnu, Jõhvi and Narva. The rest of 
Estonia even in larger settlements is less valued from 
an investment point of view. 
 
In general, the most active sector in the investment 
market is retail; due to its stability during the market 
slowdown. Office sector has been more active within 
last year, being affected by low vacancies and 
moderate increases in rental levels. There have been 
no larger investment transactions in industrial sector 
during last year. 

 

Transactions 

 

Activity in investment market enlivened from second 
half of 2009 onwards, and even more from Q2 2010. If 
in 2009 office properties were sold with the yield 
approximately 10% and higher, then properties sold 
during 2011 had yields around 8.5%. Deals with 
warehouses were completed at a yield level around 10-
11%. 
 
The biggest transaction in investment market was 
completed in May 2011, when Citycon bought Kristiine 
shopping centre from Pro Kapital with €105m, 
estimated yield of the transaction was 8.0%.  
 
The other big transaction was made by BPT, buying 
Lincona office complex in city centre of Tallinn in Q2 
2011. It was the first investment made in their newest – 
Baltic Opportunity Fund. There is altogether 11,000 sq 
m of rentable area and 400 car parking places. There 
are also retail and service premises in the complex 
beside office. The anchor tenant is Swedbank‟s IT-
department. The price of the transaction was €15.4m, 
yield level 8.5%.  
 
Estonian fund EfTEN Capital finalized a transaction in 
the very end of 2011by buying two office properties on 
the edge of the city centre. Two buildings stand quite 
closely on opposite sides of Pärnu road, on one of the 
most active traffic lines in the city (and in close vicinity 
of Lincona complex mentioned earlier). The overall 
amount of the office space in two buildings is over 

19,000 sq m and the price of the transaction was 
€18.5m, with estimated yield level around 8.5%. So it 
was the second largest transaction of 2011.  
 
Outside Tallinn, one of the biggest transactions in 2011 
was completed in Tartu in Q2, where EfTEN bought 
office building sized 3,524 sq m, located in city heart 
(Tartu Kapital building) with €2.25m. The anchor tenant 
is Sampo Bank.  
 
There were different smaller investment transactions 
made throughout the year. 
 
Many companies have gone bankrupt, leaving the sale 
of collateral properties on bank‟s shoulders. Collateral 
properties are sold on public auctions, resulting in low 
sales prices. 
 
Driven by low sales prices, all the main banks in 
Estonia have formed new investment companies that 
bid on public auctions in order to buy real estate with 
good perspective. It remains a matter of discussion if 
today‟s transactions via public auctions are in line with 
current market values or not. For example in June 2011 
SEB‟s Estectus bought Scala City office building 
located in close edge of CBD in Tallinn. It was bought 
in the auction by €5.76m. 
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Yields 

 
Compared to Northern and Western European 
countries, market yields in Estonia have been relatively 
high for a long time. During the years 2006-2007, the 
yields and interest rates fell dramatically, almost to the 
level of Northern and Western European countries. 
During the years 2008 -2009, yields rose again - during 
2008, the increase was 150-250 basis points and 
during 2009, 50-100 additional basis points. In 2010 the 
yields remained quite stable. The year 2011 brought 
first signs of decrease in retail and office sector, by 
maximum of 50-100 basis points. At the same time it 
should be mentioned that the beginning of the year was 
clearly more positive and active than the other half of 
the year.  
 
The “low end” of yields in industrial and logistic 
investment sector start from 10.0% on the condition 
that an investment has good quality, a long term rental 
agreement (usually sale & lease-back deals), a 
trustworthy lessee and a guarantee from a bank or from 
mother company. The lowest yield for retail is 7.5% and 
for office properties 8.0%.  
 
Yields in Pärnu and Tartu are 1-3% higher, depending 
on quality and perspective of the property. The yields 
are significantly higher in other parts of Estonia and not 
comparable even in more populated settlements.  
 
Figure 2 

Yield dynamics in Estonia

 
Source: DTZ Research  
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Latvia 
General overview  

 
Investment demand remains rather low in Latvia 
however: a year earlier there was almost no interest 
from investor‟s side about real estate property in Latvia. 
In order for a successful transaction to take place both 
buyers and sellers need some time to adjust their 
expectations and figure out which direction will the 
global financial markets be going. In general sentiment 
is still cautious and waiting. Property performance 
improved, especially in retail sector. Occupancy rate, 
rent rates and retail trade turnover grew in 2011. 
 
Transactions  

 
No investment transactions were noted during the 
period between 2008 and 2010. Some formal 
transactions were completed in the beginning of 2011. 
The most recent transaction took place between Rimi 
and Baltic Property Trust; Hypermarket Rimi Valdemars 
was sold in October 2011, although transaction price is 
undisclosed. Unity Business centre was sold for € 
21,6m to foreign company Nordic & Baltic Property 
Group as well as office building Astras Biroji in Q4 
2011.  
 
It is typical today that the acquisition process is longer 
as buyers allow more time for a thorough examination 
of the assets and are not keen to quick moves because 
of the external economic factors. Accordingly we expect 
a number of deals that were initiated in the beginning of 
2011 or even the last quarter of 2010 to be finalized in 
H1 2012  
 
On the 1 July 2010, the amendments to the immigration 
law of Latvia came into effect, which allow foreign 
investors to obtain the residence permit in Latvia. This 
legislative change was expected to have serious impact 
on Latvian investment market. In sense of investment 
this law did not have strong impact as most of the 
foreign capital inflows related to this change are 
directed to end users of residential properties.  
 
Number of transactions occurred in residential sector. 
Investors in this segment are more active form CIS 
countries.  
 
The purpose of an investment transaction is market 
speculation or own usage, but not purchasing cash flow 
generating objects. Typical properties on sale are 
assets with short term or easy to terminable 
agreements, high vacancy rate or even close to empty, 

unsuccessful tenant mix. These type of deals are 
mostly speculative or distressed with low deal size eg: 
€ 2-10m. 
 
The properties on sale are mostly only secondary 
assets, eg small retail properties and some office 
buildings. Investors tend to wait. Some transactions are 
foreseen in the Q4 2011. 

 

Yields 

 
Market yields in Latvia have historically been relatively 
high compared to Northern and Western European 
countries. During the years 2006/07 the yields fell 
sharply, however, during the years 2008/09 - 2009/10 
yields quickly increased again. The first signs of 
commercial market stabilization were noticed in 2010, 
rental rates have evened out and stopped falling, and 
investors‟ increase in confidence has resulted in lower 
yields. 
 
The lowest level of yields in the industrial and logistics 
sectors start at 10.0% on the condition that an 
investment is good condition, has a long term rental 
agreement (usually sale & lease-back deals), a strong 
tenant and a guarantee from a bank or from mother 
company. The prime yields for retail and office objects 
are 7.5% and 8.0%, respectively. As there haven‟t been 
any large transactions, then presented levels are rather 
assumable, based on the analyst opinion.  
 
Figure 3 

Yield dynamics in Latvia 

 
Source: DTZ Research  
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Lithuania 

 
General overview  

 
In Lithuania, the favourable region for international 
investors is Vilnius, followed by Kaunas, Klaipeda, 
Panevezys, and Siauliai, the rest of Lithuania even in 
bigger settlements is from an investment point of view 
less valued.  
 
Shopping centres did not completely recover from low 
vacancy rates and rental prices were still renegotiated 
(temporary reductions). Office market recovered in first 
half of 2011. Rental prices stabilised. Industrial 
segment is stable. In general, industry in Lithuania 
performs well. 
 
Transactions  

 
The most active part of investment market is involved 
with retail and industrial properties because those are 
the more stable market sectors. The biggest 
transactions were completed in the end of 2011, the 
acquisitions of two shopping centres GEDIMINO 9 in 
Vilnius and Babilonas 1 in Panevėžys.  
Several large investment deals were made during 2011 
in Lithuania. Total commercial property investment 
volume was ca 101 mln EUR. As is typical, the end of 
the year has seen the highest level of activity. 
 
Local and foreign purchasers with small property deals 
are dominating the investment market however, their 
activity is low. Purchaser of Babilonas shopping centre 
in Panevezys is Scandinavian company Pontos Group 
(newcomer in to Lithuanian investment market). 
Historically Scandinavian investors have dominated in 
Lithuanian investment market. In 2011, the most active 
investors in Lithuania were the Ektornet Management 
Lithuania (real estate company established by 
Swedbank Group in 2009) and Lords LB Baltic Fund 
(REIF regulated by the Bank of Lithuania). Lords LB 
Baltic Fund I purchased an office building in 2010 and 
in 2011.  
 
German and Dutch capital investments were most 
active in Lithuania from Q3 2010 to Q3 2011 compared 
to other active countries like Norway, Estonia, Sweden 
and Denmark.  
 

German investments in real estate activities were 30% 
from all foreign direct investment in this sector and 
Dutch 21% during the period of 4Q 2010 to 3Q 2011. 
Other most active countries had from 6% to 12% from 
all foreign direct investment in real estate activities. 
 
In the first half of 2011 investors were interested in 
„‟retail box‟‟ properties that included an anchor tenant 
as food retailer. These type of properties had stable 
NOI. The owners of these type of properties are mainly 
are developers or food retailers. Majority of the office 
buildings are owned by investment funds and they have 
no plans to sell properties. There are some small 
industrial transactions too, where new owner-occupiers 
dominate. 

 

Yields  

 
Due to a small number of transactions and no evidence 
of cash flows from properties sold in 2011, the yields 
are representing the overall expectations.  
 
The expected prime yield level currently stands at 8.5% 
for office properties. The yield for retail properties is 
7.5%, while that of industrial real estate starts at 10.0%. 
 
Prime yields are expected to remain relatively high in 
2012. 
 
Figure 4 

Yield dynamics in Lithuania 

 
Source: DTZ Research 
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Specialised real estate funds in Estonia, Latvia and 
Lithuania 
 
Overall situation in the Baltic countries is enlightening, 
slowly recovering and improving. From an investment 
point of view, crisis in economy and real estate market 
have made all three countries attractive as real estate 
prices have significantly decreased, yields have 
increased and the variety of different properties on offer 
has become wider. Year 2011 was most active in 
Estonia, followed by Latvia and Lithuania.  
 
Real estate investment market is dominated by 
investors from Nordic countries (Denmark, Norway, 
Sweden and Finland), investment funds from Germany 
and Canada have also increased their portfolio 
amounts in Baltics. The largest investment funds by the 
size of the objects are owned by BPT, Acta, East 
Capital and Homburg. By activity currently BPT and 
East Capital are more distinguished especially in 
Estonian market. 
 
By total portfolio values the largest funds are Citycon 
(owning 3 shopping centres in Tallinn, Estonia and one 
in Vilnius, Lithuania), Homburg (owning previous SEB 
fund containing bank offices all over Baltic countries), 
shopping centres‟ owner in Lithuania – Deka and 
shopping centres‟ owner in Latvia – Acta. BPT currently 
manages three of five real estate investment funds 
owning 8 retail centres, 4 office buildings and one 
logistic property in Estonia, Latvia and Lithuania. EPI 
Baltic I (EVLI) has invested its assets in business 
premises in the Estonian and Lithuanian real estate 
markets through its local subsidiaries. The fund has 
focused on retail, industrial and logistics premises. Evli 
reinforced its position in the Nordic real estate business 
by acquiring a 50% holding in the Danish company BPT 
Asset Management A/S in Q3 2011. At the same time 
Evli sold the entire stock of its real estate fund 
business, Evli Property Investments Ltd, to BPT Asset 
Management A/S. A nonrecurring profit was recognized 
in the result for this transaction. 
 

Figure 5 

Current portfolio volumes by size in Baltics in 2011 

 
 Source: DTZ Research 
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In Estonia, first national capital based investment fund 
was founded in 2005 – Eastern European Real Estate 
Investment Fund (EEREIF) and the second in 2008 - 
Eften Capital. Eften Capital portfolio contains ten 
commercial real estate properties in Tallinn and in other 
larger cities in Estonia. Eften Capital also operates the 
Baltic real estate portfolio which contains eleven 
commercial properties all over Estonia. EEREIF 
portfolio contains different typed objects in all 3 Baltic 
countries and also in Poland and Bulgaria. 
 
This kind of a national investment fund was also 
created in Lithuania, however, slightly later. All three 
funds, in Estonia and in Lithuania, were created to 
invest in real estate with great perspective, steady 
rental flow and attractive price.  
 
In short term, yields will have a slight tendency to 
decrease, especially in Estonia and Lithuania and 
mainly in retail and office sector or properties with very 
good perspective and strong rental agreements. Yields 
in Latvia will remain stable at least during current year. 
 
Baltic countries separately are small in size, but 
together make a considerable region for trade and 
investing. All three countries are effective in the speed 
of decision making with country-wide importance, 
making them more stable and trustworthy partners in 
long term. Due to low wage level, the countries are 
attractive to international industries in order to increase 
the efficiency of their operation. In addition, the Baltic 
countries have strong growth potential in terms of real 
estate market and participating in global transit and 
industry. 
 

Figure 6 

Investment Fund`s total portfolio value in Baltics 

 

 

Source: DTZ Research  
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Contacts 
Estonia  

Tambet Tiits  
+372 62 64 250 
tambet.tiits@dtz.ee 

Aivar Tomson 
+372 62 64 250 
aivar.tomson@dtz.ee 

Merilin Piik  
+372 62 64 250 
merilin.piik@dtz.ee 

 

Latvia  

Janis Ozols 
+371 6724 4811 
janis.ozols@dtz.lv 

Kristina Kondratovica 
+371 6724 4811 
kristina.kondratovica@dtz.lv 

Lithuania 

Valdemaras Ivasko  
+370 5210 0252 
valdemaras.ivasko@dtz.lt 

Jurgita Banyte  
+370 5210 0252 
jurgita.banyte@dtz.lt 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Disclaimer 
This report should not be relied upon as a basis for 
entering into transactions without seeking specific, 
qualified, professional advice. Whilst facts have 
been rigorously checked, DTZ can take no 
responsibility for any damage or loss suffered as a 
result of any inadvertent inaccuracy within this 
report. Information contained herein should not, in 
whole or part, be published, reproduced or referred 
to without prior approval. Any such reproduction 
should be credited to DTZ. 


