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EUROPE'S MOST DESIRABLE
LOGISTICS LOCATIONS

The continent’s supply chain continues to evolve, with location as the key factor
OCTOBER 2017

The European logistics market is changing rapidly. Supply chains are being restructured, economies are
expanding and e-commerce is accelerating. To understand how these changes are affecting the real estate
market and location preferences, Prologis Research and eyefortransport (eft) polled logistics operators
across Europe to find out which criteria are most important and which locations are thriving. The survey was
conducted from February to May 2017, with 280 respondents across sectors ranging from retail to automoti-
ve to electronics.

This report follows on from our findings about location decision drivers, where we identified five factors that
shape new location selection in Europe. These factors, including the country rank of 100 European locations,

are:
PROXIMITY to major REGULATORY LABOUR TRANSPORTATION Total costs/VALUE
consumption centres environment availability infrastructure PROPOSITION
1. Germany 1. Netherlands 1. Poland 1. Netherlands 1. Netherlands
2. Netherlands 2. All Other CEE 2. Netherlands 2. Germany 2. Poland
3. Belgium 3. Poland 3. All Other CEE 3. Belgium 3. All Other CEE
4. United Kingdom 4. Germany 4. Germany 4. France 4. Germany
5. France 5. United Kingdom 5. Belgium 5. Poland 5. Belgium

Note: all other Central and Eastern Europe (CEE) includes Czech Republic, Slovakia, Hungary, Romania, Slovenia, Romania, Turkey and Russia

Major findings from our research:

Immediate access to major consumption centers is paramount

Major population centers with the highest consumption are increasingly important

Importance of overall costs was comparatively low

Importance of labour, whether by proximity as in \Western Europe
(like the Netherlands) or by cost as in Poland
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WHAT DOES THIS MEAN?

Investment in infrastructure and labour availa-
bility are key to the success of a logistics
hotspot. Labour availability and proximity to
economic networks drive location decision-ma-
king for logistics users. Therefore, to enjoy the
wave of logistics growth, policymakers should
encourage investment in infrastructure and availa-
bility of qualified workforce. It is crucial for
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investors to understand these long-term drivers of
demand. While other components (e.g., supply
dynamics, cap rate compression, etc.) are impor-
tant to long-term value creation, an understanding
of customer dynamics and shifts in logistics
networks is vital for making the right investment
decision.

UNDERSTANDING THEMES DRIVING FAVOURED LOCATION CHOICE.

1. Immediate access to major consumption
centres is paramount. Access to the gateways
of global trade, economic networks and workfor-
ce availability are the most important location
criteria for logistics operators. The logistics
corridors and metropolitan areas in Benelux and
Western Germany best exemplify these characte-
ristics. Northern Europe has a high consumer
density and well-developed transport networks,
S0 it is no surprise that these locations achieved
high scores for proximity and infrastructure.
Dutch markets scored particularly well for regula-
tory systems and multimodality. Many individual
markets are well-positioned, including Venlo,
Amsterdam-Schiphol, the  Antwerp-Brussels
corridor (E19), Hamburg, Stuttgart, Antwerp-Has-
selt corridor (E330) and Central and East Brabant.

2. Major population centres with the highest
consumption are increasingly important. In
this year's survey, large metropolitan areas like
London, Paris, Milan and Berlin moved up in the
overall rankings. Like logistics corridors, metropo-
litan areas perform well because they are close to
consumers and support an efficient supply chain.
Logistics real estate customers are increasingly
considering supply chain costs in their totality,
and they are increasingly favouring proximity to
economic networks and customers/suppliers to
deliver goods to consumers as quickly as
possible.

LERPLEIN 17-21,
gl

\maulm
1082 MS'A

3. Importance of overall costs was comparati-
vely low. Historically, logistics has focused on
minimizing costs. However, with supply chains
increasingly viewed as a competitive asset, value-
-based judgements are increasingly part of the
calculus. Many traditionally more expensive coun-
tries and markets scored well among our survey
participants, including the Netherlands, Germany,
Belgium, the UK and France.

4. Rising importance of labour, either in
proximity as in Western Europe (like the
Netherlands) or in cost such as in Poland. \With
changing demographics and increased levels of
value-added services in logistics facilities, availabili-
ty of qualified staff has become a structural as well
as a cyclical driver in location selection. Markets in
Western Europe like Southern Netherlands and
Rhein-Ruhr house large labour pools and score
relatively high on the labour location driver. The
availability of a flexible and qualified workforce is
an aspect of operational efficiency that is increasin-
gly important to the logistics sector. Poland scored
well in multiple categories and is among the faste-
st-growing logistics markets in Europe. In fact,
Central Poland-Lodz was the first market outside
Western Europe to win a spot in the top five
locations. CEE is a relatively young market and only
became part of the European logistics network in
the early 2000s, when CEE countries joined the
EU. Demand in this region is driven by its emerging
middle class and final assembly industry.
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United Kingdom

The UK logistics market is distinct from continen-
tal Europe. Top markets include London and the
Midlands. Naturally, London scored well among
survey respondents due to the size of its consu-
mer base. The Midlands scored well for its
proximity to consumers (East better than West),
but also infrastructure and the support that muni-
cipalities provide to the logistics industry.

Netherlands

As one of the crossroads of trade within and into
Europe, the Netherlands ranked consistently as a
top destination. Top markets (in order) include
Venlo, Rotterdam, Amsterdam-Schiphol and
Central Brabant. Survey respondents differentia-
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. EXHIBIT: Europe’s Most Desirable Locations by Market
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ted these markets across their accessibility to
major consumption centers (e.g., Venlo vs. Rotter-
dam), infrastructure and the support their munici-
palities provide to the logistics industry.

Germany

As an economic engine of Europe, Germany
consistently ranked as a top logistics hotspot. The
populace and logistics market is spread across
many markets. Top markets (in order) include
Disseldorf Rhein-Ruhr, Central Germany,
Frankfurt, Cologne Bonn and Hamburg. Clearly,
proximity to trade from Northern European ports
and distribution onward to locations elsewhere in
Germany were a differentiator, as was the presen-
ce of a large consumer base.
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Poland

This logistics market has grown notably since the
opening of its national borders. The growth in
industrial activity coupled with the expanding
consumer class mean that logistics is driven by
both ends of the supply chain. Ranked as a top-3
country across multiple metrics, Poland scored
well, as it offers a strong value proposition,
proximity to Western Europe and extensive trans-
portation infrastructure. Top markets include
Central Poland-Lodz (top 5 location), Krakow,
Wroclaw and West Poland—each representing
different mixes of these features.

All other CEE

Institutional logistics real estate in these markets
was built post-2000—a young market compared
to Western Europe. The region offers a pro-gro-
wth business environment and low costs, attrac-
ting logistics businesses, especially those with a
higher labour component such as light manufac-
turing or more labour-intensive distribution. Top
markets include Bucharest and Prague.

Italy

Domestic consumption is the primary driver for
ltaly’s sizeable economy, which has limited links
to external economies in comparison to Western
Germany and Benelux. As such, it did not have a
top-5 ranking in any key location criteria category
(although it scored consistently across the diffe-

NOTABLE LOCATION RESULTS:

Across the 100 locations included in this study,
some notable results can be observed. Venlo in
the Southern Netherlands scored high across the
five different factors that shape new location
selection and can be viewed as Europe’s most
desirable location. Markets in Benelux and
Western Germany have a high consumer density
and well-developed transport networks, so it is no
surprise that these locations achieved high scores
for proximity to major consumption centres and
transportation infrastructure. Dutch markets

rent location factors). Among Italy’s many markets,
Milan was naturally the top-ranked following from
its economic scale and existing infrastructure.
Preference for Milan increased the most among
large markets relative to our last survey in 2015.
Among smaller markets, Bologna stood out ahead
of all others, benefitting from its central location,
multimodality and ability to reach much of the
Italian population.

Spain

Much like ltaly, as a large and established econo-
my, but one with lower links to global economic
activity, trade and links to other major population
centers, Spain also did not reach a top-5 ranking in
any key location criteria category and scored also
consistently across the different factors. Madrid
clearly was the favoured location, as a major popu-
lation centre with a supportive market environ-
ment and infrastructure.

France

The country’s ranking was mixed, lifted by the size
of its large economy and the quality of the road
infrastructure, but limited by the labour environ-
ment and, in general, the cost/value dynamic.
Among France’s many markets, Paris was natural-
ly the top-ranked market given the size of the
market, the size of the logistics industry and labour
pool. The ranking for Paris was among the most
improved of large markets since our 2015 study.

v Venlo:
Europe’s most desirable location

Diisseldorf Rhein-Ruhr:

strongest improvement in top 10

Central Poland-Lodz:
best performing markets outside

Western Europe
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scored particularly well for regulatory systems
and multimodality, two important drivers for
markets concentrating on pan-European distribu-
tion. Dlsseldorf Rhein-Ruhr is another submarket
that achieved high scores across the different
factors. Rhein-Ruhr is centrally located in one of
Europe’s most densely populated markets and
therefore scored particularly high on proximity to
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major consumption centres. Compared to previous
survey results, Disseldorf Rhein-Ruhr showed the
strongest improvement in the top 10 in this year’s
survey. Markets in Poland scored well in multiple
categories. The Polish market is maturing and
Central Poland-Lodz is the first market outside
Western Europe to win a spot in the top five.

This material should not be construed as an offer to sell or the
solicitation of an offer to buy any security. We are not soliciting
any action based on this material. It is for the general
information of customers of Prologis.

This report is based, in part, on public information that we
consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied on as such. No
representation is given with respect to the accuracy or
completeness of the information herein. Opinions expressed
are our current opinions as of the date appearing on this report
only. Prologis disclaims any and all liability relating to this
report, including, without limitation, any express or implied
representations or warranties for statements or errors
contained in, or omissions from, this report.
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Prologis’ research department studies fundamental and
investment trends and Prologis’ customers’ needs to assist in
identifying opportunities and avoiding risk across four
continents. The team contributes to investment decisions and
long-term strategic initiatives, in addition to publishing white
papers and other research reports. Prologis publishes research
on the market dynamics impacting Prologis’ customers’
businesses, including global supply chain issues and
developments in the logistics and real estate industries.
Prologis’ dedicated research team works collaboratively with
all company departments to help guide Prologis’ market entry,
expansion, acquisition and development strategies.

Any estimates, projections or predictions given in this report are
intended to be forward-looking statements. Although we
believe that the expectations in such forward-looking
statements are reasonable, we can give no assurance that any
forward-looking statements will prove to be correct. Such
estimates are subject to actual known and unknown risks,
uncertainties and other factors that could cause actual results to
differ materially from those projected. These forward-looking
statements speak only as of the date of this report. We
expressly disclaim any obligation or undertaking to update or
revise any forward-looking statement contained herein to
reflect any change in our expectations or any change in
circumstances upon which such statement is based.

No part of this material may be (i) copied, photocopied, or
duplicated in any form by any means or (ii) redistributed without
the prior written consent of Prologis.

ABOUT PROLOGIS

Prologis, Inc. is the global leader in logistics real estate with a
focus on high-barrier, high-growth markets. As of June 30,
2017, the company owned or had investments in, on a wholly
owned basis or through co-investment ventures, properties
and development projects expected to total approximately 684
million square feet (64 million square metres) in 19 countries.
Prologis leases modern distribution facilities to a diverse base
of approximately 5,200 customers across two major catego-
ries: business-to-business and retail/online fulfillment.
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