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published Covid-19 Series: Revisiting The 

2020 London Report. 

In recent weeks however, there has been 

growing interest in second-hand / tenant 

release space as well, primarily as it can 

offer greater lease flexibility, reduced 

rents, an existing fit out and therefore a 

potentially shorter lead in period when 

compared to new space.

Total active requirements in the market 

slipped to 8.14m sq ft, down 12% on Q1 and 

almost a fifth lower than this time a year 

ago. This is also the first time in almost 

three years that demand has fallen below 

the long-term average of 8.56m sq ft. 

Weakest quarter on record 
for leasing volumes

During Q2, just 1.26m sq ft of leasing 

transaction were recorded across London. 

This is lowest quarterly figure in our near 

30-year time-series and is marginally worse 

than the weakest point during the GFC, 

when leasing volumes declined to 1.29m  

sq ft during Q1 2009. 

Requirements dip as 
COVID-19 stalls the market

With the market remaining essentially 

frozen for nine out of 12 weeks during Q2 due 

to lockdown restrictions which hampered 

property viewings and inspections, overall 

activity in London’s office market has been 

subdued over the last three months.

Occupiers have, unsurprisingly, been 

reassessing relocation and expansion 

plans in the wake of the COVID-19 

epidemic, primarily due to considerations 

around working from home provisions 

in the future, as well as some tentatively 

exploring the potential of more radical 

alternatives ranging from hub-and-spoke 

models, in an effort to create formal touch 

down points closer to employees’ home 

postcodes, and a split of operations to 

include nearshoring. 

Locating in London, a global financial 

centre, comes with the added benefits 

of agglomeration, hard to rival culture 

and arguably most importantly, access to 

unrivalled work environments that are a 

magnet for future talent. The war for talent 

is an issue we believe will transcend the 

COVID-19 crisis, especially as much of the 

economic fall-out thus far has been largely 

government induced. Indeed in our 2020 

London Landlord and Investor Survey, 

attracting and retaining talent was the 

number one concern amongst businesses. 

We are yet to record any occupier 

committing to such a shift and instead 

attention remains firmly centred on 

best-in-class space, almost irrespective of 

geography, as well as achieving enhanced 

environmental, social and governance 

aspirations and considerations. You can 

read more about this in our recently 

OF LEASING DEALS 
CONCLUDED  

DURING Q2

1.26m 
sq ft

M A R K E T  R O U N D U P

The vacancy rate across London has risen to 6.1%
u

Weakest quarter on record for leasing
u

An easing of global travel restrictions is  
boosting demand for London assets
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Largest let of the quarter in 
Canary Wharf

The professional, corporate and finance 

sectors accounted for 54% of all lets, 

compared to 37% in Q1. The ITT sector 

followed at 17.3%. Most notably, there 

were no flexible office leases recorded 

during the quarter as the sector 

continues to grapple with the aftermath 

of the epidemic and the subsequent 

impact on demand for space, especially 

from non-enterprise businesses, i.e., 

3

those with less than 100 staff. That said, 

the number of viewings in this segment 

of the market has been steadily rising in 

recent weeks, following an easing of the 

nation-wide lockdown. 

Of the 136 deals registered during the 

quarter, 80 were for under 5,000 sq ft 

of space. The biggest decline in leasing 

transactions was recorded in the 10-

20,000 sq ft bracket (-57%). 

The largest letting during the quarter 

and the only one in excess of 100,000 

London office market performance

Source: Knight Frank

Take up (sq ft) (LHS) Investment turnover (£ millions) (RHS)
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sq ft was BP’s pre-let of 204,000 sq ft 

at Cargo in Canary Wharf. The second 

largest lease during Q2 was Covington 

and Burling’s 85,500 sq ft lease at 22 

Bishopsgate. Together, these two deals 

accounted for almost 23% of overall 

activity in the market. 

Stable rents

Despite the subdued levels of activity 

for much of the quarter, prime headline 

rents have remained stable at £115.00 

per sq ft in the West End, £72.50 per 
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sq ft in the City and £52.50 per sq ft in 

the Docklands. Rent free periods have 

however drifted by about three-months 

on 10-year leases in most submarkets and 

typically stand at between 24-27 months. 

We are continuing to closely monitor 

tenant release space, which totalled 

almost 1m sq ft during Q2; however 

it is worth noting that only a modest 

percentage of this has been directly 

COVID-19 related. However, we do 

anticipate this trend will continue 

during the rest of 2020.

The majority of the space released into 

the system was planned pre-epidemic, 

or has been a consequence of space 

consolidation due to pre-COVID M&A 

activity. This is likely to change as more 

space is released due to greater adoption 

of hybrid working patterns that allow 

for greater home working. For now, this 

figure remains substantially lower than 

the 8.1 million square feet increase in 

second hand space availability through 

the course of the Global Financial Crisis. 

That said, this segment of the market 

faces the biggest challenge. With 

potential downside risks, including, but 

not limited to, a rise in unemployment 

as the government’s furlough scheme 

ends and businesses accelerate the 

shedding of space due to potential 

changes to working patterns, we expect 

to see an even greater divergence in 

the performance of rents for prime and 

secondary space. 

Lockdown restrictions 
hamper investment activity

The epidemic impacted global markets 

and London was no exception, with £2 

billion worth of deals aborted as the UK 

went into lockdown. Just £595 million 

Adding to the market 
complexities has been
the severe shortage of 

purchasing opportunities

uu

uu

transacted in Q2 – a fall of £2 billion 

when compared to Q1 and substantially 

down on the historic quarterly average of 

£3.4 billion. 

That said, as the lockdown continues 

to ease, activity is ramping up, with 

international investors in particular 

showing a greater interest over the last 

few weeks. As we ended Q2, the total value 

of assets under offer was close to £3.5 

billion – 97% up on 12-months ago and a 

fifth higher than Q1 2020. 

Adding to the complexities has been 

the severe shortage of purchasing 

opportunities. The increased proportion 

of international investment in the London 

market and rising number of private 

investors has impacted the natural 

cycling of properties as many purchasers 

now buy for a long-term hold. This has 

driven a rise in interest in refurbishment 

opportunities. This is especially pertinent 

in our supply starved occupational market 

and strong demand for new office space 

means that nearly half of everything 

under construction is already spoken for. 

Separately, there is the looming deadline 

for the government to secure a post-

Brexit trading agreement with the EU, 

albeit London’s safe haven status and 

proven track record of delivering secure 

sustainable returns and providing 

opportunities for wealth preservation are 

likely to trump near term Brexit concerns.

South East Asian investors 
expect to move first

In terms of sources of demand, we expect 

South East Asian investors to be the first 

out of the blocks, given that they are ahead 

of much of the world in terms of easing 

their lockdown restrictions. Only when 

global travel restrictions are eased in a 

meaningful way do we expect a real depth 

of demand to begin to materialise from 

this all-important group, who accounted 

for 21% of all purchases last year. For now 

private capital and UK managed capital 

are the most active given their long term 

time horizons and ability to deploy in 

advance of the easing of travel restrictions. 
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Key performance indicators

Source: Knight Frank

Performance dashboard Q2 2020
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Take-up falls 

The UK’s lockdown restrictions 

following the COVID-19 epidemic drove 

a sharp slowdown in activity across 

all markets, with the City registering a 

56% fall in the volume of office space 

leased during Q2, which translated into 

a little over 560,000 sq ft. This is 68% 

down on the long-term average and the 

weakest on record. The previous historic 

quarterly low was set in Q4 1992 (c.597, 

000 sq ft). 

Of the 57 deals registered during the 

quarter, 26 were for under 5,000 sq ft 

of space. The biggest decline in leasing 

transactions was recorded in the 10-

20,000 sq ft bracket (-64%). There was 

just one deal over 50,000 sq ft, compared 

to four during Q1: Covington & Burling’s 

85,800 sq ft let at 22 Bishopsgate, EC2, 

which was also the largest letting in Q2. 

As a result of the Covington and Burling 

deal, the professional sector (41.6%) 

    £72.50
R E N T 

( P E R  S Q  F T )

t 0.56 m
TA K E - U P 
( S Q  F T )

s 7.44 m
A V A I L A B I L I T Y 

( S Q  F T )

t £0.43 bn
I N V E S T M E N T 

T U R N O V E R

s 4.25%
P R I M E  Y I E L D

accounted for the largest proportion of 

leasing activity, followed by ITT (22.1%) 

and Finance (12.9%). The largest lease 

deals in these sectors were CDW’s  

29,030 sq ft letting at One New 

Change, EC4 and the 11,464 sq ft let 

by ISAM Services (UK) Limited at 100 

Bishopsgate, EC2, respectively. 

City take-up by sector 
sq ft

Source: Knight Frank

MA R K E TS  I N  R E V I E W

T H E  C I T Y  & 
S O U T H B A N K

Arrows throughout the report show how values have increased, 
decreased or stayed the same since the last quarter unless specified
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Active requirements slip

Active demand declined by 31% during 

Q2 to 3.51 m sq ft. The decrease is in 

large part due to businesses pausing 

expansion and relocation plans as they 

reassess their occupational strategies 

in the wake of COVID-19 and to account 

for greater home-working in the future. 

Active demand levels have now fallen 

below the long term average of 4.22 m  

sq ft and is the lowest level recorded 

since Q3 2014 (2.95m sq ft). 

At the close of Q2, there were 13 

businesses seeking over 100,000 sq ft in 

the City. There are just nine buildings 

available over 100,000 sq ft, with 

the largest two being 22 Bishopsgate, 

EC2 and Sixty London Wall, where 

approximately 435,000 sq ft and 

324,000 sq ft was available at the end of 

Q2, respectively. 

Relatively stable supply

Supply levels remained relatively stable 

during Q2, rising to 7.44 m sq ft, from  

7.16 m sq ft during Q1. Despite a 22% year-

on-year increase, overall availability still 

remains 11% below the long-term average 

of 8.31m sq ft. 

At these levels, the overall vacancy rate 

in the City equates to 6.0% and 7.5% in 

the City Core, compared to a long-term 

average of 7.1% and 8.2% respectively.

And with 56% of the 3.87 m sq ft of  

office space due to complete this year 

already spoken for, the number of 

options for businesses is limited to  

1.71 m sq ft. This factors for COVID-19 

related construction delays, but this 

figure may drift further in the event of 

additional lockdowns. 

Investment down

Like the leasing market, investment 

activity was also sharply lower 

during Q2, primarily due to lockdown 

restrictions. Total investment turnover 

was 71% down on Q1, reaching 

approximately £430 m. The figure 

is also 47% lower than Q2 2019 and 

substantially below the long-term 

quarterly average for the City market  

of £2.12 bn. There were just two deals 

over £50 m: 10 Fenchurch Street for 

£95.2 m and a confidential deal in 

excess of £100 m. 

There was just one transaction by 

domestic investors – 1 Knightrider 

Court, EC4 (£6.7 m). European investors 

accounted for almost £133 m worth of 

transactions, making them the most 

dominant investor group, accounting 

for about 31% of all transactions.

Investment activity rising as 
lockdown eases

While overall investment activity was 

down during Q2, as the government 

began to ease the lockdown restrictions 

in mid-June, we have seen an upturn 

in activity and interest, particularly 

from international investors. This 

is reflected in the fact that £2.65 bn 

worth of property was under offer as we 

closed out Q2 – 16% higher than Q1 and 

182% up on Q2 2019. 

Total investment 
turnover was 71% down 

on Q1

uu

uu
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Leasing activity declines

Take-up fell to 0.46 m sq ft during Q2, a 

31% decrease on Q1 and 57% lower than 

the same period last year. The latest 

figure is also 62% below the long-term 

average of 1.22 m sq ft. The severity of 

the decline mirrors what has happened 

across London, with businesses pausing 

relocation and expansion decisions in 

the wake of the COVID-19 pandemic, 

with many now reassessing their 

occupational strategies, predominantly 

with a view to accommodate greater 

working from home. 

The largest letting of the quarter was 

at 25 Golden Square in Soho, where 

65,869 sq ft was pre-let to a business in 

the ITT sector. 

Most leasing activity involved new 

and/or refurbished space, which 

accounted for nearly 50% of all leases, 

or about 206,000 sq ft. 

MA R K E TS  I N  R E V I E W

W E S T  E N D

    £115.00
R E N T 

( P E R  S Q  F T )

t 0.46 m
TA K E - U P 
( S Q  F T )

t 4.32 m
A V A I L A B I L I T Y 

( S Q  F T )

t £0.16 bn
I N V E S T M E N T 

T U R N O V E R

    3.50%
P R I M E  Y I E L D
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There were a total of  
76 lease transactions  

during Q2

uu
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Availability creeps up

As has been the case across London, 

availability crept up during the quarter, 

reaching 4.32 m, from 3.98 m  

sq ft during Q1. This was driven in large 

part by a growing amount of secondary 

space, which increased by 14% in Q2 to 

just over 2.9 m sq ft. Unsurprisingly, the 

rising levels of supply have lifted the 

vacancy rate in the West End to 5.0%, 

from 4.6% during Q1. 

Despite this, there is just 461,000 

sq ft being developed speculatively, 

with almost 68% of everything under 

construction already pre-let. We are 

currently tracking three business 

requirements for over 100,000 sq ft; 

however there is just one scheme that 

can accommodate demand of over 

100,000 sq ft. 

In total, we are tracking 1.49 m sq ft of 

active requirements. This compares to 

a long-term average of 2.06m sq ft. 

Professional services and 
ITT dominate take-up

The professional (20.4%) and ITT 

(18.6%) sectors were the most active 

in the quarter, with the total amount 

of space leased by each sector 

reaching 88,000 sq ft and 81,000 sq ft, 

respectively. There were a total of 76 

lease transactions during Q2, with 71% 

being for space under 5,000 sq ft. The 

average deal size was 5,694 sq ft. 

Investment activity recedes

As with other markets in London, 

investment turnover declined in the 

West End, falling by 85% to £0.16 bn 

during Q2. Activity has however  

been showing signs of recovering 

as global lockdown restrictions are 

eased, with the total amount of stock 

under offer rising by 39% during Q2 to 

£0.82 bn, bringing the number of deals 

in train in line with levels recorded 

12-months ago. 

The largest transaction in Q2 was 

Angelo Gordon and Beltane’s purchase 

of Marylebone House, NW1 for £48.5 m. 
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Occupier activity surges

Take up in the second quarter of 

2020 reached 267,000 sq ft, up on 

the 93,000 sq ft recorded in Q1. The 

largest transaction of the quarter in the 

Docklands occurred in Canary Wharf, 

where BP acquired 204,000 sq ft at 

Cargo, 25 North Colonnade. There were 

two other leasing deals in Canary Wharf 

during the quarter. These were Bart’s 

NHS Health Trust acquiring 45,000 

sq ft at 20 Churchill Place, and IPC 

systems acquiring 18,000 sq ft at 40 

Bank Street.

Corporates dominate take up

With British Petroleum’s pre-let 

at Cargo, 25 North Colonnade, the 

corporate sector was by far the leading 

occupier sector in Q1, accounting for 

76% of take-up. It was the largest deal 

of the quarter across London and the 

second largest leasing deal in London to 

D O C K L A N D S 
&  S T R A T F O R D

date this year. The public sector was the 

second largest occupier in the Docklands 

for Q2, accounting for 17%, followed by 

TMT (7%) of take up in Q2. The financial 

sector has acquired the majority of 

stock over the last 12 months, totalling 

448,000 sq ft, equating to 38% of space 

let in Canary Wharf.

Active requirements continue 
to be robust

Looking at active requirements in this 

market, demand decreased by 37% 

quarter-on-quarter. Levels however 

are still above the long-term average 

of 500,000 sq ft. Furthermore, we are 

tracking a number of occupiers currently 

located in other submarkets across 

London who are actively considering the 

Docklands and Stratford market as part 

of their wider search. There are currently 

two active requirements from businesses 

looking for space in excess of 100,000  

sq ft in the Docklands. 

Supply increases 

Supply increased by 10% quarter-on-

quarter totalling 2.48 m sq ft at the 

end Q2. Supply of new and refurbished 

stock now totals 1.16m sq ft. Across the 

Docklands and Stratford there are ten 

options which could provide an occupier 

with 100,000 sq ft or more. 

Pipeline remains tight

Looking ahead at the pipeline, there 

is currently 720,000 sq ft under 

construction in the Docklands and 

Stratford markets, however, 52% of  

MA R K E TS  I N  R E V I E W

There is currently 720,000  
sq ft under construction in 

the Docklands and
Stratford markets

uu

uu

    £52.50
R E N T 

( P E R  S Q  F T )

t 0.27 m
TA K E - U P 
( S Q  F T )

s 2.48 m
A V A I L A B I L I T Y 

( S Q  F T )

t £0 m
I N V E S T M E N T 

T U R N O V E R

    4.75%
P R I M E  Y I E L D
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FAR THE MOST 

DOMINANT SECTOR 

76%
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this has already secured a tenant. 

There is 212,000 sq ft due to complete 

in 2020 at 20 Water Street, Wood 

Wharf, E14 (211,000 sq ft), which is 

currently fully available. 

No investment activity  
this quarter

There were no investment transactions 

that took place in the Docklands this 

quarter. There is a limited supply of 

investment stock with just three assets 

available in Canary Wharf, two of which 

are under offer. In the wider Docklands 

there is currently just one asset available 

to purchase.
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K E Y  S TAT I S T I C S
% CHANGE

 Q4 19 Q1 20 Q2 20  3 MONTHS 12 MONTHS

TAKE -UP (SQ FT)      
West End 1.53 m 0.66 m 0.46 m -31% -57%

City 1.62 m 1.27 m 0.56 m -56% -65%

Docklands 0.24 m 0.09 m 0.27 m 197% -43%

Total London 3.38 m 2.00 m 1.26m -36% -59%

AVAILABILITY (SQ FT)      

West End 4.35 m 3.75 m 4.32 m 15% -3%

City 6.43 m 7.16 m 7.44 m 4% 22%

Docklands 2.21 m 2.26 m 2.48 m 10% 15%

Total London 12.99 m 13.17 m 14.24 m 8% 12%

VACANCY RATE      

West End 5.0% 4.6% 5.0% n/a n/a

City 5.2% 5.7% 6.0% n/a n/a

Docklands 10.9% 10.2% 11.2% n/a n/a

Total London 5.7% 5.7% 6.1% n/a n/a

UNDER CONSTRUCTION (SQ FT) 

West End 5.60 m 4.89 m 5.37 m 10% 12%

City 6.15 m 5.92 m 7.74 m 31% 15%

Docklands 1.20 m 0.91 m 0.72 m -21% -63%

Total London 12.95 m 12.10 m 13.84m 14% 3%

DEVELOPMENT COMPLETIONS (SQ FT)    

West End 0.06 m 0.08 m - - -

City 0.42 m 0.68 m 0.22 m -68% -52%

Docklands - 0.30 m - - -

Total London 0.48 m 1.06 m 0.22 m -79% -80%

INVESTMENT TURNOVER 

West End £1.46 bn £1.08 bn £0.16 bn -85% -81%

City £3.07 bn £1.48 bn £0.43 bn -71% -47%

Docklands £0.11 bn £0.03 bn - - -

Total London £4.64 bn £2.59 bn £0.59 bn -77% -65%

PRIME YIELDS      

West End 3.50% 3.50% 3.50% n/a n/a

City 4.00% 4.00% 4.25% n/a n/a

Docklands 4.75% 4.75% 4.75% n/a n/a

Source: Knight Frank
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COVID-19 Series – London 
Serviced Office Market

kn
ig
ht
fra

nk
.c
om

/r
es

ea
rc
h

A look at London's serviced office market in the wake of 
COVID-19 and what the future may hold for the sector
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General Note
This report has been prepared by Knight Frank Research,  
the research and consultancy division of Knight Frank.  
Knight Frank Research gratefully acknowledges the 
assistance given by the London office teams in the 
compilation and presentation of this material. Certain data 
sourced from LOD. All graph data sourced by Knight Frank.

Technical Note
The following criteria have been adopted in the preparation 
of this report.
i.  All floorspace figures quoted in this report refer to  

sq ft net.
ii.  Take-up figures refer to space let, pre-let, or acquired  

for occupation during the quarter.

iii.  Availability refers to all space available for immediate 
occupation, plus space still under construction which  
will be completed within six months and which has  
not been let.

iv.  Availability and take-up are classified into three grades:
  New/refurbished: Space under construction which is  

due for completion within six months or space which  
is currently on the market and is either new or  
completely refurbished.  

  Second-hand A Grade: Previously occupied space  
with air-conditioning.

  Second-hand B Grade: Previously occupied space 
without air-conditioning.

v.  Demand figures quoted in this report refer to named 
requirements for over 10,000 sq ft.

vi.  Under construction figures quoted in this report  
refer to developments of over 20,000 sq ft which are 
currently underway. They do not include properties 
undergoing demolition.

vii.  Investment figures quoted in this report refer to 
accommodation where the majority of income/potential 
income is from office usage and comprises transactions 
of £1 m and above.

  The data includes standing investments, site purchases 
and funding transactions.

viii.   This report is produced to standard quarters.
  Quarter 1: January 1 – March 31,  

Quarter 2: April 1 – June 30,  
Quarter 3: July 1 – September 30,  
Quarter 4: October 1 – December 31

Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range 
of clients worldwide including developers, investors, funding organisations, corporate institutions and 
the public sector. All our clients recognise the need for expert independent advice customised to their 
specific needs. © Knight Frank LLP 2020. Terms of use: This report is published for general information 
only and not to be relied upon in any way. All information is for personal use only and should not be used in 
any part for commercial third party use. By continuing to access the report, it is recognised that a licence 
is granted only to use the reports and all content therein in this way. Although high standards have been 
used in the preparation of the information, analysis, views and projections presented in this report, no 
responsibility or liability whatsoever can be accepted by Knight Frank LLP for any loss or damage resultant 
from any use of, reliance on or reference to the contents of this document. As a general report, this material 
does not necessarily represent the view of Knight Frank LLP in relation to particular properties or projects. 
The content is strictly copyright and reproduction of the whole or part of it in any form is prohibited without 
prior written approval from Knight Frank LLP. Knight Frank LLP is a limited liability partnership registered in 
England with registered number OC305934. Our registered office is 55 Baker Street, London, W1U 8AN, 
where you may look at a list of members’ names.
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We revisit the core themes from our 2020 London Report, 
examining their importance in the wake of COVID-19
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https://www.knightfrank.co.uk/research/london-offices-spotlight-q2-2020-7294.aspx
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https://www.knightfrank.co.uk/research/london-offices-covid-19-series-may-2020-7169.aspx
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