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POLAND Weekly

I-commerce in Poland

- local characteristics, global context

Agnieszka Bulus-Trando
BiznesINFO.TV and FMC27News

I The Polish e-commerce market is boom-
ing. Both the value of products sold online and
the number of online stores are growing. That has
an impact on the whole supply chain, warehous-
ing, logistics, infrastructure and labor market.

The strength of the market is not related only
to domestic demand. With a growing number of
cross border transactions, Poland is in a good

Report

place and it’s a good time to play an important
role on the European e-commerce map. And
that’s not the only factor that makes Poland’s po-
sition stronger.

Read our report, where market leaders from Cush-
man & Wakefield, DHL Supply Chain and Panat-
toni share their insights about the prospects for
e-commerce market growth in Poland and its role
in Europe.
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Damian Kotata

THE RISING STAR THAT IS POLISH E-COMMERCE

At the beginning of 2022, we already knew that the pandemic had
completely changed the image of e-commerce in Poland and the world.

I The value of the domes-
tic e-commerce market in pan-
demic year 2020 exceeded PLN
100 billion, and online purchases
were made by as many as 77% of
internet users - as much as 15%
more than in 2019. The growth
of the e-commerce marker also
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Panattoni BTS project for Amazon in Swiebodzin. The 200,000 sqm facility is the company's second-largest project in Poland.

translates into  higher inter-
est among entrepreneurs. The
number of online sellers - both
in 2020 and 2021 - increased
significantly and at the end of
December 2021 the number of
registered online stores was over
52,300, while at the beginning
of January 2021 it was nearly
44500. In turn, according to
the predictions of Dun & Brad-
street, their number may exceed
55,000 this year.

According to official data from
the Central Sratistical Office
(GUS), the average share of e-
commerce in retail sales in 2021
was over 100% more than in 2019
and reached 9%, however rising
in some months to 10.8% (April),
and even 11.4% (November). The
share of this sales channel in
2021 was also higher by r.1 pp
than in 2020, when stores were
closed for many months and e-

commerce was practically EhC

only form of shopping.

Market future

Forecasts are still very optimis-
tic. Analysis by PwC shows that
by 2026 the gross value of the
Polish e-commerce market is
expected to have reached PLN
162 billion. This means an aver-
age annual increase of as much
as 12%. Unity Group's forecasts
go even further, foreseeing that
sales in the electronic channel
will grow by at least 20% annual-
1y until 2025, which would mean
reaching a level of PLN 250 bil-
lion. Sales of food products and
health and beauty products are
expected to grow fastest.

It is also worth mentioning that
for many industries, e-com-
merce is a very important, if not
the most important, revenue
stream. According to PMR, the

share of online sales in the RTV
/| houschold appliances seg-
ment in 2021 reached 45%, which
makes it the largest channel on
the market for these products.

>

Analysis by PwC
shows that by 2026 the
gross value of the Polish
e-commerce market
is expected to have
reached PLN 162 billion.
This means an average
annual increase of as
much as 12%.

Moreover, this share will con-
tinue to grow and is expected to
reach 51% by 2027. For compari-
son: in 2017, the share of online
sales of consumer electronics,
houschold appliances and con-
sumer electronics in total sales
was only 28%. The situation
on the fashion market is very
similar. According to KPMG,
in 2020 25% of turnover in this
segment was online and by 2030
this value is set to double.

Already, almost 1/5 of Poles buy
allnon-food products online and
during the pandemic as many as
34% of consumers started buy—
ing new categories of products
online. Almost 85% of Poles said
that even after the end of the
pandemic, they do not intend to
reduce the frequency of e-shop-
ping, and 10% intend to increase
it further. The scale of online
purchases is growing so dynami—
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RECORDS LEVELS OF GROWTH AND DECREASE OF VACANCY

Supply of the warehouse
space in Poland at the end

of Q12022
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cally that in 2019, leading cou-
rier companies handled one mil-
lion parcels on the hottest day
of the year. In the whole of 2021,
InPost itself handled as many
as 424 million of them, which is
only slightly worse than the en-
tire Polish KEP industry in 2018
(493 million parcels). It is also
impossible not to mention that
the forecast volume of items in
the Polish courier network will
likely amount to as much as 1.3
billion parcels in 2023, and this
year will break into the magical
limit of a billion parcels.

The value of the European e-
commerce channel is already

construction at Q12022

New supply for Q2 2021 - Q12022

VD

Almost 85% of Poles said
that even after the end
of the pandemic, they do
not intend to reduce the
frequency of e-shopping,
and 10% intend to
increase it further.

Source: Cushman & Wakefield

EUR 757 billion. Three markets
(British, French and German)
still generate almost 60% of
turnover, while Poland's share is
only 3%. This proves that there is
still great potential for develop—
ment, indicated by the positive
outlook for double-digit growth
dynamics.

Poland as a key region for
warchouses in europe
Projected  warchouse
growth in Poland is as strong

market

as that of e-commerce. 2021 was
a record year in terms of deliv-
cred warchouse space. Its stock
after the first quarter of the year

ESG roll out
in warehouses

Emilia Debowska
Sustainability Director
at Panattoni

I Panattoni’s exten-
sive efforts to combat climate
change and develop the con-
cept of sustainable develop-
ment can be enjoyed by both
investors and tenants. We are
consistently implementing our
"Go Earthwise with Panattoni"
strategy adopted in 2020 and at
the same time we are a pioneer
in our industry in introducing
BREEAM certification, which re-
sponds to the needs of ESG in-
dicators in environmental and
partially social issues. Today in
Europe, of the over 14 million
sq m, as many as 8.2 million sq
m have environmental certifica-
tion and another 5 million sg m
are being developed.

Last year, we were the first in-
dustrial developer in Poland
to introduce BREEAM certifica-
tion at the Excellent level to the
building standard. In line with
this, we have expanded our
range of ecological solutions.
One of them is an organically
supporting CO2 emission anal-
ysis of a building's life cycle
preceding its implementation.
In the design phase, we take
into account the emissions re-
sulting from the construction
materials used. When selecting
them, we follow environmen-
tal certificates from the EMS
(Environmental Management
Systems) group, such as EPD
(e.g. doors, insulation, dry-
wall), FSC (construction and
construction timber of legal
origin), 1ISO 14001 of the manu-
facturer (e.g. concrete poles,
insulation). We also perform
the Life Cycle Assessment, in

which we calculate the total
carbon footprint of the invest-
ment in its life cycle.
Panattoni's extensive efforts
to combat climate change and
develop the concept of sus-
tainable development already
allow us to reduce the CO2
emissions of our facilities by
over 280 tons per year for a fa-
cility with an area of 10,000 sq
m. Our carbon footprint reduc-
tion strategy is being rolled
out through a policy of energy
efficiency, minimizing the con-
sumption of drinking water, as
well as transport solutions. In
the case of the former, we place
particular emphasis on solu-
tions that increase the energy
efficiency of buildings. These
are: minimization of heat loss
by improving the thermotech-
nical properties of the housing
structure, energy-efficient win-
dows, energy-saving lighting
system inside the building and
in the adjacent area, the use of
building management systems
and energy from renewable
sources - our buildings are pow-
ered by renewable energy not
only from energy suppliers, but
more and more often we install
photovoltaic installations and
heat pumps, the use of which
we will intensify in the future.
Another newly introduced so-
lution is reducing the carbon
footprint during construction.
We try to select suppliers and
producers of materials that are
close to the construction sites.
We also focus on cooperation
with local waste recipients,
thanks to which, for example, in
the case of the implementation
of BTS Swiebodzin, the average
distance traveled during their
transport is only 3.1 km. In ad-
dition, with the help of a special
application, we collect data from
all transports on an ongoing ba-
sis (number of km traveled by
the vehicle, type of vehicle and
type of fuel), obtaining a total re-
sult of CO2 emissions. Ccompa-
red to other halls (for which we
have carried out certification),
the facility in Swiebodzin is char-
acterized by a 50.1% lower Em-
bodied Carbon Benchmark (kg
CO2e /sq m). Itis 251 kg CO2e /
sq m and the average is 503 kg
CO2e/sqm.

Panattoni’s green parks built in the BREEAM standard
at the Excellent level
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ZACHODNIOPOMORSKIE c ----- )

Stock (sgm) ............... 957 701
Under construction (sg m)...309 211
Vacancy ....ooovvviieiiinann 2,3%

Headline rents ....3,30-390 :
(EUR/ sg m/month

KUJAWSKO-POMORSKIE @

Stock (s m) ..c..ooenn.... 525 337
Under construction (sgq m).306 936
Vacancy ......oooevveennnn. 2,4%

Headlinerents ............ 3,40-3,90:
(EUR/ sg m/month) :

WIELKOPOLSKIE @ ------------ .

Stock (S M) cvvevveen.. 2919787
Under construction (sg m).. 475 766
VacanCy .....ocovvviiiiiinn. 0,5%

Headlinerents ............. 3,20-3,80
(EUR/ sgq m/month)

830 470
Under construction (sgm) .... 359 654

Vacancy ....oovvviieeiiinaann. 0,0%
Headline rents................. 3,70-3,90
(EUR/ sgq m/month)

DOLNOSLASKIE @ ................
Stock (sqm) ..., 3136 775

Under construction (sgm) .... 631767

Vacancy ...ooovviiiiiiiiinais 3,4%
Headlinerents ................ 3,30-3,90
(EUR/ sgq m/month)

OPOLSKIE @

Stock (sgm) ..ol 246 022
Under construction (sgm) .. O

Vacancy ....oooevieiiiiiinin 6,1%
Headlinerents .............. 3,60-3,95

(EUR/ sg m/month)

already amounted to almost
25 million sq m, a 21% increase
compared to the end of 2020
(20.7 million sq m). It is also
worth mentioning that as much
as 7.5 million sq m were leased
throughout 2021, which is more
than 50% better than in the cor-
responding period of 2020. Net
demand, i.c. the volume of new
lease contracts, amounted to 5.8
million sq m, up 68% yl/y.

The high demand for warechouse

9

As much as 7.5 million
sq m were leased
throughout 2021, which
is more than 50% better
than in the corresponding
period of 2020. Net
demand, i.e. the volume
of new lease contracts,
amounted to 5.8 million
sq m, up 68% y/y.

: :Stock (sgm) .............
. Under construction (sg m) 213 567
DiVacancy ...

. . Headline rents
. 1 (EUR/ sg m/month)

WAREHOUSE LOCATIONS
IN POLAND

9 POMORSKIE

1102 029

1,6%
3,50-4,20

(EUR/ sg m/month)

space results both from the need
to diversify the logistics net-
work, adapt it to the needs of
the e-commerce market and re-
solve the bottlenecks still visible
in global supply chains, which
has prompted many companies
to increase their inventory lev-
els. We observe high activity of
companies from the following

sectors: commercial, e-com-
merce, logistics and  courier,
production and automotive,

These all report demand for var-
ious ranges of sizes and types of
warehouses, including not only
large distribution centers and
BTS (build-to-suit) projects,
but also also city warchouses,
courier hubs and return centers.
In addition, 4.5 million square
meters were still under con-
struction at the end of 2o2r,
almost 130% more than in the
same period last year.

Such record results did not con-
tribute to an increase in the
vacancy rate. On the contrary
- their share in the total stock
of warchouse space is the low-
est in history and amounts to
only 3.8%, which is 3 percentage
points less than a year ago.

° WARMINSKO-MAZURSKIE

. Headline rents
(EUR/ sg m/month)

o

(EUR/ sg m/month)

Headline rents
(EUR/ sg m/month)

Headline rents
Warsaw - city
(EUR/ sg m/month)

Headlinerents ..............

;6 tODZKIE

Stock (sgm) ...........
Under construction (sgm) ..
Vacancy .....ooovvieiiinnnn

Headline rents
(EUR/ sg m/month)

;° PODLASKIE

* Stock (SQ M) .oeenn..... 160 107 Stock (S M) o.eeeeeee 68 809
Under construction (sg m)20 991 Under construction (sgm) .. 28 000
2 Vacancy ..o VacanCy ...oueeeeneieininn,

MAZOWIECKIE
Stock (sgm) ...l

5591818
Under construction (sgm) .. 645198
Vacancy ..............

3,00-4,10
Warsaw - surrounding area
(EUR/ sg m/month)

3625727
673 724
2,5%
3,00-3,90

Stock (sgm) ............l 331234
Under construction (sgm) .. 52 670
Vacancy .....ooovveeiiiiiii, 5,9%
Headlinerents .............. 3,40-3,90
(EUR/ sg m/month)
e PODKARPACKIE
......................... Stock (sgm) ................ 311746
Under construction (sgm) .. 160 784
Vacancy .....ooovveiiiiiiiin, 0,0%
Headline rents 3,60-3,95
........................ (EUR/ sq m/month)
SLASKIE Q ---------------- @ MALOPOLSKIE e $WIETOKRZYSKIE
Stock (sgm) ............. 4 373 396 Stock (sgm) ............. 828 264 Stock (sgm) ........... 93 530
Under construction (sg m) 751 720 Under construction (sg m) 89 406 Under construction (sgm) .. O
VacanCy ......oooeviiniaanns 57% Vacancy .......oovveeeennn. 0,3% Vacancy ....oooovveeiiiiinin 0,6%
Headlinerents ........... 3,20-3,95 Headlinerents ........... 3,70-4,30 Headlinerents .............. 3,25-3,60

(EUR/ sg m/month)

Source: Cushman & Wakefield za 1 kw. 2022

Share of e-commerce in the
Polish warehouse market
Currently, 7.35 million sq m of
warchouse space in Poland, i.c.
30.7% of the total supply, is in-

tended for the e-commerce mar-
ket. This is as much as an 84% in-
crease in the space dedicated to
e-commerce services compared
to 2019. The highest saturation

e
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of this type of warchouse is re-
corded in the following voivod-
ships:  Dolnoslgskie (1,445,000
sq m), Lodzkie (1,046,000 sq m)
and Slaskie (1,032,000 sq m).
E-commerce investments in the
three regions mentioned above
account for a rtotal of 48% of
the space dedicated to the e-
commerce sector (over 3,524,000
sq m). The least of this type of
space is found in the following
Voivodships: Opolsl{ie, Pod-
laskie and Lubelskie. It should
be cmphasizcd that in many
regions, warchouses serving the
online sales channel constitute
a signiﬁcant percentage of the
total supply of warchouse space.
Example of this are the follow-
ing voivodeships: Lubuskie (57%),
Dolnoslgskie (50%), and among
smaller regional markets also
the Swiqtokrzyskie (49%) and
Warminsko-Mazurskie (86%)
Voivodeships, where  modern
warehouse space provided by de-
velopers largely serves the Europe-
an shopping club Zalando Lounge
in America near Olsztynek.

Factors determining

warehouse location and the
increasing role of esg

The perception of the ideal lo-
cation of a warchouse, both by
tenants and developers, is evolv-

VD

The cooperation of
operator and courier
company and the distance
from the nearest hub is
important for over 70%
of respondents.

-

Amazon
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ing. It also varies by sector and
type of customer. Along with
the dynamic development of
e-commerce, developers decide
to invest in warehouse parks in
new regions.

From the perspective of the
logistics operator, the key pa-
rameter is the efficiency of the
logistics network and thus the
good condition of transport in-
frascructure (80%) and proxim-
ity to the local market (80%).
The cooperation of operator
and courier company and the
distance from the nearest hub
is important for over 70% of
respondents. New regions on
the development  investment
map also allow for a reduction
of costs of work, which is im-
portant for 70% of respondents,
and improving access to human
resources (60% of respondents).
The high percentage of respons-
es indicating the importance of
ecological solutions in the field
of warchouse construction and
warehouse operations is also
interesting. This trend will be
present on an even larger scale
this year.

So far, when thinking about
ecology in warchouses, we have
usually discussed the subject of
photovoltaic panels on the roof
and the famous bechives on
the roofs of distribution cent-
ers. For some time, however,

the green approach has become
more and more structured and
is called ESG (environmental,
social responsibility, corporate
governance). 'The ratings of
economic operators are based
on these three main pillars. It
is important that in this sense,
ecology also means savings. Ac-
cording to the calculations of
developers  operating on  the
Polish market, with the use of
photovoltaic panels, increased

Energy-efficient and ecological lighting in Panattoni’s parks

wall and roof insulation, LED
1ighting and an energy manage-
ment system, energy consump-
tionin a building drops by up to
50%. LED lighting together with
the intelligent lighting control
system DALI (Digital Address-
able Lighting Interface), which
adjusts the ]ight intensity to
changing environmental condi-
tions, consumes 90% less energy

than a standard bulb

Electric car chargers, planting of

VA

Polish market is still
extremely attractive for
foreign companies also
in terms of labor costs.

Competitiveness can very
easily be represented by
a simple comparison of

labor costs in Poland, the
UK and Germany.

vegetation, flower meadows or
green roofs, in turn, reduce car-
bon dioxide emissions by about
381 tons per year in the case
of a medium-sized warehouse.
From the tenants' point of view,
it is also important that green
solutions affect the well-being
of their employees. The green-
ery around the building, relaxa-
tion zones, street furniture and
bicyc]e infrastructure increase
the efficiency of people satisfied
with their workplace.

Poland as a european

logistics hub

It turns out that e-commerce
operations carried out in Polish
warchouses serve the Central

and Eastern European market
(100%). 90% of companies locat-
ed in Polish warehouses handle
Polish deliveries to the Western
European market and 50% only
to the Polish, UK and Scandina-
vian markets.

One of the trends indicated by
the respondents is the transfer
of operations from the German
and Scandinavian markets to
Poland, which, despite problems
with the availability of human
resources, is still very attractive
compared to Western markets.
Despite several percent wage
growth dynamics in the ware-
house sector, which has been
ongoing for many years, the
Polish market is still extremely
attractive for foreign compa-
nies also in terms of labor costs.
Competitiveness can very easily
be represented by a simple com-
parison of labor costs in Poland,
the UK and Germany.

By creating a distribution center
for operations that require 500
warchouse workers to pick, sort
and pack orders, companies can
achieve annual savings of several
million euros.

These differences in remunera-
tion will be blurred in the fu-
ture, but it will still be worth
locating  warchouse space in
Poland, serving not only the do-
mestic market, but also Central
and Western European markets.
Some orientation in this area is
provided by the PwC study "In-
ternational Wage Projections to
2040," according to which the
average salary in Poland will still
be much lower than in Western
Europe.

From the perspective of devel-
opers and operators active in
Poland, the forecast changes in
the market for the coming years
are pro-growth, practically re-
gardless of the analyzed param-
eters. According to the study, the
strong development of e-com-
merce will translate into higher
volumes and thus required op-
erating space (100% of respond-
ents). To cope with the ever-
increasing costs and scarcity of
human resources, companies will
increasingly decide to automate
intralogistics processes, although
the number of employees will
continue to grow.

E-COMMERCE
IS BURSTING
AT ITS SEAMS,

AND WAREHOUSES

ARE FOLLOWING

AVAILABLE FOR DOWNLOAD
cushmanwakefield.com

B
s

CUSHMAN &
WAKEFIELD
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I Revenues from che e-
commerce market in Europe
will grow. The constant growth
of this segment is motivating
the largest players to search for
locations with pan-European
potential, where warchouses
and distribution centers serv-
ing more than one market can
be built. The growth of German
e-commerce - the largest in Eu-
rope over the next three years -
has a positive impact on Poland
and is crucial to the logistics
map of Europe. This is because
online sales are already being
handled cross-border and Po-
land has become a hub for him.

Moreover, in Poland we have
a dominant advantage of mod-
ern warchouse buildings that

about the author
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NEW GENERATION WAREHOUSE

The supply of modern warehouse space has a positive impact on the
e-commerce market in Poland and is attracting new international players.

meet the highest standards and
requirements, which  distin-
guishes us from Western Euro-
pean markets, where a large part
of the resources are much older
warchouses and do not qualify
for the "A" category.

Industrial facilities are not
only places where goods are
stored. Today, they are becom-
ing modern logistics and pro-
duction centers, so that the cus-
tomer can get the ordered items
as soon as possible.

Today, the demand for ware-
house space for e-commerce ser-
vices is almost 35% of the entire
supply of warchouse space. Pre-
viously, mainly large batches of
goods were delivered directly to
stores through warchouses. Now
many operations are carried out
directly in logistics facilities,
from which sing]e parcels go
straight to the end customers.
Ordinary storage spaces have
therefore become a place for
preparing shipments.

The development of e-com-
merce is a great opportunity for
many small businesses. Suddenly,
they gain access to customers all
over Poland, and even beyond its
borders. You do not need to have
large stocks of products, you do
not have to deliver them to hun-
dreds of points of sale. All you
need is a piece of space in one
warchouse. The problem with
short series or unusual sizes dis-
appears, because it is much eas-
ier to find pcoplc wiﬂing to buy
unusual articles online. However,
the development of e-commerce
means not only many more or-
ders, but also returns. This other
side of e-commerce is less talked
about, but especia”y in the case
of clothing or footwear, more
than half of the ordered products
are returned. Often it is a con-
scious decision of customers
who, for example, buy shoes or
clothes in two different sizes at
once, and then send back the one
that doesn't fit.

In induscrial facilities, there-
fore, you need to handle not only
the shipment of orders, but also
the processing of returns. And
this is quite a cha”enge, because
cach returned item must be un-
packed and analyzed for signs of
use. Then it has to be cleaned,
clothes ironed and packed again.
All this is usually done by em-
ployees, because these are tech-
nically Complicated activities.
While the automation and ro-
botization of warchouse space is
progressing, it is not able to re-
place people. It is easier to auto-
mate standard activities such as

The development of
e-commerce dictates the
need for warehouse facilities
of ever larger sizes. Their
height can exceed 25 m,
and the investment itself
is sometimes divided into
three or four floors. For
comparison, the standard
for industrial facilities has so
far been 10 m and has now
increased to 12 m.

locating speciﬁc boxes of goods
and transporting them around
the facility. Robots working
hand in hand with people and
supporting the order picking
process are no longer unusual. Tt
is much more difficule to teach
robots to perform non-standard
activities, and one of them is the
handling of returns.

The development of e-com-
merce dictates the need for ware-
house facilities of ever larger
sizes. Their hcight can exceed 25
meters, and the investment itself
is sometimes divided into three
or four floors. For comparison,
the standard for industrial facili-
ties has so far been 10 meters and
has now increased to 12 meters.

E-commerce also means new
locations to meet customer ex-
pectations. In the past, delivery
after a few working days did not
surprise anyone. 'I'oday, such an
option may scare away many in-
ternet users, who will not both-
er with online stores that rake

too long to make a shipment.

The demand for "same day
delivery and "next day delivery”
is growing rapidly. These are the
market standards, especially in
the case of the largest players and
the smaller ones must quickly
adapt to increasingly stringent
requirements. Therefore, it is
necessary to bring online stores
and courier companies as close
to the final recipient as possible.
This is why sorting plants are
created within city limits, and
modern industrial space also
appears in smaller centers, often
with less than 100,000 residents.
At the same time, the City Lo-
gistics segment, relating to the
largcst agglomcrations, is gain-
ing in importance.

As part of this service, plat-
forms for ‘last mile logistics’ are
created. This is a great option for
local entrepreneurs. The possibil—
ity of renting a unit with an area
of up to 1,000 sq m allows one
to conduct activities tailored to
the scope of the company's op-
erations. Due to their location,
city 1ogistics facilities also be the
headquarters of companies with
an extensive and modern office
segment, a potential showcase
of the company. City Logistics
facilities also often have show-
rooms, research and develop-
ment (R&D) or customer service
departments, which means that
the theoretically industrial in-
vestment has the potential to be-
come the command center of the
entire enterprise.

Industrial facilities are chang—
ing their character more and
more, also thanks to modern
technologies. They become places
of final production or preparation

InPost space in one of Panattoni City Logistcs parks

of articles, thanks to which sellers
can quickly respond to customer
demand. Thcy, in turn, expect
more and more ﬂexibi]ity. There-
fore, in industrial facilities, blocks
for children, assembled electric
toothbrushes, manufactured
dishwashers or manufactured ele-
ments of Christmas illumination
are sorted. The popularization of
3D printers will ccrtainly intro-
duce further ch:mges. The ability
to quickly produce a product or-
dered by the customer and ideally
suited to his needs is a real revolu-
tion, the effects of which we prob-
ably cannot ﬁﬂly imagine.

Panattoni is the market leader in in-
dustrial space in Europe, where it has
delivered over 14 million sg m, and in
Poland 10.8 million sq m. The devel-
oper is chosen by the largest e-com-
merce players. They are the giants
of their industries, such as Amazon,
Zalando, H&M or Carrefour, which use
specialized and automated Panattoni
big boxes or suburban distribution
centers adapted to end customer
service, such as Media Expert. In ad-
dition, many industry leaders operate
in City Logistics facilities - dedicated
last-mile delivery. The implementa-
tion within city limits is used, among
others, by Globalway, Allegro, Inpost
or Frisco.

For Amazon - the world leader in e-
commerce - Panattoni has delivered as
many as 10 investments in Central and
Eastern Europe - over 1.1 million sq m
in total and the projects range from
45,000 sg m to over 210,000 sg m.
Some of them have been equipped
with the innovative Amazon Robot-
ics technology and all projects have
passed the BREEAM environmental
certification.

The construction of 350,500 sq m of
logistics space in cortical markets,
but also in smaller centers, is Panat-
toni's response to the needs of InPost,
a leader among e-commerce delivery
platforms in Europe.
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WE ARE IN A VERY GOOD PLACE AND TIME

Interview with Monika Duda, Managing Director Poland DHL Supply Chain.

BN What does the develop-
ment of the e-commerce mar-
ket in Poland mean for DHL
Supply Chain Poland?

Global e-commerce sales are
expected to total $5.545 cril-
lion worldwide in 2022. This
number is expected to contin-
ue growing over the next few
years, proving that e-commerce
is an increasingly lucrative op-
tion for businesses.

To put it in a time perspective,
ten years ago logistics was solely
dedicated to iogistics compa-
nies. Today, every company has
to be a iogistics company be-
cause this is how they 1everage
their deliveries and solutions to
their customers. The expected e-
commerce share in 2022 will be
21% of total global retail sales.
That is, $o.21 of every $1 spent
on retail goods this year will
be online. And it is expected to
continue rising, taking a iarger
piece of the retail pie. By 2025,
it’s estimated that giobai retail
e-commerce sales will exceed
$7.3 trillion and the overall e-
commerce share of retail sales
will hit 24.5%.

I think it’s interesting that e-
-commerce also provides op-
portunities to companies that
maybe did not have such good
chances to compete when they
were in traditional retail.

Yes, definitely. We have divided
income into three segments.
The first and the biggest are
our largest customers, like Za-
lando and Amazon - the pure
players or the omnichannel, big
customers, where they have the
tailor-made solutions in iarge
warehouses.

Then we have a second segment
within the European Fulfill-
ment Network, where we can
implement a solution for our
e-commerce customers within
one month, warchousing and all
operations. We can deliver all
over Europe. This solution is for
medium-sized customers with
around 10,000 orders per year.
The third group are the small
e-commerce firms, which we
can help in our logistics centers
when we have spare space.
Coming back to your question
about the smaller companies
which earlier didn't have the op-
portunity to sell, its true that
there are a lot of them, yes. Espe-
Ciaiiy in Poland. But to be honest,
for them it's also quite tough to
sell online when you are taiking
about positioning and how much
they have to spend on marketing
campaigns to be visible online.

A

By 2025, it’s estimated that
global retail e-commerce
sales will exceed
$7.3 trillion and the overall
e-commerce share of retail
sales will hit 24.5%.

Do you think that because of
what is happening on the de-
mand side that Poland really
is becoming a logistics hub for
Western Europe?

Yes. We are in a very good place
and time. Poland has become
a regional market for Western
Europe. About 40% of all the re-
quests for us are from Germany
and the rest from Western Eu-
rope and some from the US and
China.

Poland is still attractive when
looking at the labor market
compared to our Western coun-
terparts. We are three times
cheaper than Germany and four
times cheaper than Belgium,
for example. We still have quite
good availability of industrial
and investment land, which also

i

are less expensive than in West-
ern Europe. The processes and
the timing of the delivery of in-
dustrial buildings is between six
and 12 months in Poland. Com-
pared to Germany or Czech that
is really, really fast.

The infrastructure in Poland is
getting better and better. We
are close to Western European
markets and that is crucial, as

deiivery time plays an impor-
tant role in e-commerce. So, as
when we are close to the western
border, time in logistics is vital.
It allows us to deliver goods
within 24 or 48 hours within the
curozone. And that’s important.
Data show that seven out of ten
online shoppers make purchases
from international sites.

So we are not only buying more
online but we are also buying
more from foreign countries.
And for example, in 2020 there
were almost 10 billion cross-
border orders and 60% of them
were intercontinental. What
is also interesting is that more
than 80% of retailers Say Cross-
border income has been profita-
ble to them. This trend will also
help Poland grow.

Now in Poland we have 25 mil-
lion sq m of warchouses. Around
40% of that space is occupied by
the LSP, so companies like DHL
and also our competitors. The
income share is also around 40%
of that market. So it’s huge and
it's growing.

There is another trend that
I would like to discuss with you
— ESG. What activities is DHL
Supply Chain Poland taking in
this respect?

It's very important for our com-
pany. In DHL, we have imple-
mented the “Go Green” strategy
to become carbon neutral by
2050. We have a clear strategy
on what we would like to deliver
by 2025, 2030 and 2050.

So we have four goals to meet by
2025. For our planet, we want to
increase our carbon efficiency
by 50% over 2007 levels. For our

communities, we want to oper-
ate 70% of our own first and last
mile services with clean pick-up
and delivery solutions, such as
bicycies and electric vehicles.
For our customers, we want
more than 50% of our sales to
incorporate  Green Solutions.
For our society, we want to train
and certify 80% of empioyees as
GoGreen specialists and active-
ly involve them in its environ-
mental and climate protection
activities. We also plan to join
with partners to piant one mil-
lion trees a year.

But what I would pay attention
to with regards ESG is the share
of cost and investment to devel-
op this area properly, because
these solutions are still much
more expensive than standard
ones. Ina perfect world I would
see a broader collaboration in
rolling out sustainable solu-
tions and technoiogies between
all supply chain stakeholders,
like us, warchouse developers
and others.

ESG is not only E, but also S.
How do you refer to social cri-
teria?

What [ always emphasize is that
our sector is based on people.
They are the most important as-
set we have and we have to take
care of them properly. I'm a big
fan of contracts of employment,
to make sure that all employees
have the same rights to go on
sick leave or vacation. The way
we treat our employees is the
way they will treat our clients
and business partners. So in the
DHL Supply Chain the “S” is as

important as the “E.
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Jakub Gierszynski
E-commerce Director Poland
and Czech Republic Sephora

We have been observing a systematic increase in interest in
shopping websites for several years, and the last two years
have been a real hurricane of change driven by COVID-19. The
pandemic that hit us of all was the greatest accelerator of the
digital transformation and e-commerce since WiFi and smart-
phones came along.

Companies that coped best with the effects of COVID-19 had al-
ready implemented an omnichannel strategy, i.e. they invested
in e-commerce and combined digital channels with physical
sales into one consistent brand channel. In addition to om-
nichannel, we can observe the acceleration of e-commerce in

two areas: logistics and marketplace.

Logistics has a decisive influence on the customer purchasing
experience. It is the key to gaining competitive advantage. Lo-
gistics is an extension of our customer service. The buyer fully
evaluates his or her shopping experiences only after receipt of
the goods. To make him or her happy, two basic requirements
must be met: convenience and speed of delivery. How to do it?
There are many possibilities, such as using brick-and-mortar
stores as fulfillment centers and implementing not only C&C or
e-booking service, but also hubs, from which deliveries are de-
livered locally (KEP, Glovo, Uber etc.).

0 %

W
O =) Aleksandra Szol

#"ﬂ;‘l Creative Director, Ecommerce Director

and Marketing Director at MODIVO
Traditional stationary shopping will never become obsolete, e-
commerce in Poland is still developing, but the trend that guaran-
tees successis the concept of phygital. Phygital is something more
than omnichannel, it combines all the best features of traditional
and online shopping. The e-commerce industry needs to move
with the times and put the Customer first - to treat their needs as
a priority and thus try to facilitate the shopping process and make
the experience more pleasant. By combining physical and digital,
the Customer can benefit from the speed and ease of physical

shopping, as well as experience and enjoy the amenities offered
by stationary shopping. Online and offline should not work side
by side, but simultaneously, supplementarily.

To deepen the shopping experience, focus on two additional as-
pects. Localization gives us the chance to appeal to values and
feelings important to the Customer. The last element that influ-
ences positive feelings is a personalized shopping experience that
guarantees comfort and shortens the shopping process, which is
of great importance for Consumers nowadays.
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Kamil Lentacz
board member at, Zalando Lounge
Logistics Polska

Poland is an important market for Zalando as a location for our
logistics infrastructure. We noticed its potential in this region in
2016, when the construction works started at Zalando's first lo-
gistics center in Gryfino (Szczecin). We currently have three build-
ings and just under 0.4 million sq m of warehousing space, we are
also implementing new investments in Bydgoszcz and nearby,
which will expand our logistics facilities in Poland by nearly 60%.
Logistics is the key to dynamic increases in e-commerce. It is
thanks to this that we are able to implement fast and profes-
sional service for over 48 million customers in 23 European

markets. Each one the companies carries out on its own indi-
vidual case study on the methods for processing goods, levels
of automation, intralogistics in the warehouse and the form
and scope of transportation roll out, including the ’last mile’ to
adapt them strictly to specific client needs.

Everything points to demand for warehouse space in Poland
continuing to grow. For large facilities supply may be hampered
by a shortage of consolidated investment areas for this type of
development in the best locations, which will be an additional
demand stimulant.
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Sebastian Kaczmarski
Central Fulfilment Operations
Manager Poland & Deputy
Customer Fulfilment Menedzer
Poland IKEA

Growth trends in the e-com-
merce market in the follow-
ing years should become
permanent. Still, | expect
smaller growth dynamics af-
ter abrupt changes related
to the COVID-19 pandemic
and the remodeling of many
businesses. The further de-
velopment of e-commerce
will also affect the warehouse
industry.

In my opinion, the trend will
become visible when invest-
ing in ecological surfaces /
certified - adapted to the ser-
vicing of cars with zero-emis-
sions or a neutral/positive
influence on the immediate
surroundings. Demand for
warehouses close to cities (or
in them) will further drive this.
The search itself will also be
animportant factor in new so-
lutions improving ergonom-
ics and further automation of
processes - on the one hand,
in the context of the creation
of attractive jobs for young
people, and on the other
hand, an aging population.
Solutions will also be impor-
tant and universal surfaces
that you can relatively easily
adapt to changing reality (e.g.
in terms of the product offer).
Partly the need for new facili-
ties can be minimized by ac-
tivities that optimize the use
of existing commercial space
for the preparation of online
orders - such an operating
model is being chosen more
and more by retail chains.
This trend is apparent along
with changes in the struc-
tures of stationary sales in
many segments.

Source: Cushman & Wakefield



