
M25 OFFICES
INVESTMENT, DEVELOPMENT &  
OCCUPIER MARKETS Q1 2015

RESEARCH

RENTS RISING M25 VACANCY RATE AT 
RECORD LOW OF 5.9%

PRIME YIELDS DOWN  
TO 5.00% 
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EXECUTIVE SUMMARY
First quarter sees rents rise, driven by a lack of  
supply, while strong investor demand continues to 
drive yields down.

“�Vacancy levels are heading 
towards crunch point across 
a growing number of key 
centres. In some cases, 
rents are now at an all-
time high – motivation for 
occupiers to identify and 
secure the best space now.”

EMMA GOODFORD 
Head of National Offices

Forecast 2015 take-up (million sq ft)

FORECAST AT A GLANCE
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M4 take-up recovers to  
1.75m sq ft in 2015

4% ahead of 10-year average

Headline rents  
to rise further

Demand driven by growth  
and expansion 

Continued focus on New  
and Grade A

Vacancy rates 
 continue falling

M25 2015 take-up to be  
23% up on 2014 

Demand in line with  
10-year average

Further reduction  
in availability

2015 is presenting an interesting 
combination of trends across the  
M25 and Thames Valley office market. 
Following subdued occupier demand 
in 2014, take-up in the first quarter 
of 2015 moved ahead of the 10 year 
average. During this time rents have 
continued to rise supported by a  
lack of supply. 

We are forecasting further rental 
growth across the market in 2015. 

The lack of new stock in the 
investment market is holding back 
volumes, where we are witnessing 
hardening yields across the spectrum, 
due to a combination of weight of 
money and a lack of product.

RESEARCHM25 Q1 2015
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Demand and take-up
M25 office take-up increased to 650,636 
sq ft in Q1 2015, 23% up on the previous 
quarter and 2% above the 10 year 
quarterly average. Compared with the 
same time last year Q1 take-up was 14% 
down, reflecting the lack of larger deals.

New and Grade A accounted for 86%  
of take-up in Q1. This is a trend that  
has now been consistent for the last  
few years.

M3 take-up of 383,513 sq ft was more 
than three times the Q4 level, 47% up  
on the same period last year and 68% 
above the 10-year quarterly average.

M4 take-up halved in Q1 down to  
266,693 sq ft, again reflecting the lack  
of larger deals.

Active named demand increased by 9% 
during Q1 to stand at 7.0m sq ft, which  
is the highest since Q2 2006. 

Supply and development
M25 availability fell by 7% to 7.8m  
sq ft in Q1 2015. New and good quality 
Grade A space accounts for 70% of  
total availability. 

Vacancy rates across the main markets 
have fallen to their lowest on record  
since Q4 2001. The M25 vacancy rate 
currently stands at 5.9%, while M3  
and M4 vacancy rates are 6.6% and 
7.3%, respectively. 

There are currently 30 schemes  
under construction totalling just over 
2.5m sq ft. Over 10% of this is Building 7, 
Chiswick Park which is due to complete 
in June 2015.

M25 office take-up in Q1 ahead of the 10-year average.  
Vacancy rate down to 14 year record low. 

OCCUPIER MARKET

86%
of M25 office space taken in  

Q1 was Grade A and New

7.0m
active demand (sq ft)

68%
above the 10-year quarterly  

average for M3 take-up

2.5m
under construction (sq ft)

FIGURE 1 
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Source: Knight Frank Research

Forum One, Solent Business Park – 75,000 sq ft let to HSBC
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MARKET 
STATISTICS
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Active named demand for  
the market currently stands  
at 7.0m sq ft, which is 30% 
up on this time last year.  
The market remains balanced 
with occupier enquiries 
coming from a diverse range 
of sectors. We are seeing a 
reduction in named demand 
that is likely to regear. The 
significance of this is that 
more of the named demand is 
likely to relocate.
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Key town prime rents

-7.3%
M4

-6.6%
M3M25

-5.9%

12

11

10
9

8
5

4

3

29

28

272625
24

21

2
1

22

23

30

31

M25

M20

M11

M40

M4

M3

M23

M1
A1 (M)

20
19

18

17

16

14

13

15

7 6
Basingstoke

£18.00

Hammersmith
£52.00

Chiswick
£52.00

Brentwood
£21.00

Heathrow
£35.00

Staines
£34.00

Croydon
£25.00

Gatwick
£24.50

West
Malling

£21.50
Guildford
£31.50

St Albans
£27.50

Watford
£24.00

Slough
£27.00

Maidenhead
£35.00

Reading
£35.00

Bracknell
£23.00

Uxbridge
£32.00

M4

M3

RISING
STABLE

Q1 PRIME RENTS TAKE-UP M25 M3 M4
sq ft 650,636 383,513 266,693

Change Q1 15 vs Q4 14 23% 315% -49%

Change Q1 15 vs Q1 14 -14% 47% -36%

Q1 Pre-let (sq ft) 105,000 105,000 0

Q1 % New & Grade A (inc pre-lets) 86% 76% 87%

Forecast 2015 take-up (m sq ft) 2.60 0.70 1.75

AVAILABILITY

sq ft 7,774,164 2,691,365 5,138,486

Change Q1 15 vs Q4 14 - 7% -5% -6%

Change Q1 15 vs Q1 14 -13% -15% -14%

Q1 % New 16% 17% 17%

Q1 % second-hand Grade A 55% 58% 66%

Q1 % second-hand Grade B 30% 26% 17%

Q1 vacancy rate (5/6movement from Q4 14) -5.9% -6.6% -7.3% 

CONSTRUCTION       

sq ft (net) 1.608,983 217,294 2,428,285

Change 12 months 55% -35% 82%

Pre-let (sq ft) 0 0 115,000

Demand & Supply

Q1 % New & Grade A take-up (Including pre-lets)

Q1 2015 vacancy rate (5/6movement from Q4 14)

4

RETAIL, DISTRIBUTION & TRANSPORT 25%
TECHNOLOGY, MEDIA & TELECOMS 20%
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Q1 % NEW & GRADE A (INC PRE-LETS)

M25 M3 M4

76% 87%86%

Q1 % NEW & GRADE A (INC PRE-LETS)

M25 M3 M4

76% 87%86%

Source for all charts: Knight Frank Research

M25 active 
named 

demand

-6.4% -6.9% -7.7% 
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FIGURE 2 

Investment volumes
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Mean initial yield & finance
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Yield forecasts

Investor sentiment in the South East 
remains strong, with increasing levels  
of equity looking to be deployed. 

Q1 turnover reached £552.38m, 17% 
ahead of the 10 year quarterly average, 
but down by 35% on Q4 2014, held 
back by a lack of new stock being 
launched to the market. 

25 deaIs were transacted in Q1, 
bringing the average lot size down to 
£22.1m, compared with £27.6m in the 
previous quarter but 34% above the  
10-year average.

Prime yields now stand at 5.00% NIY, 
albeit investors will pay sharper than 

this in markets where rental growth 
is anticipated, to include Greater 
London and the stronger M25 towns.

Limited new stock is being launched 
to the market, which, when combined 
with the wall of money looking to 
invest, is expected to drive yields 
further down during the remainder of 
the year. 

We are seeing pricing for good 
secondary stock continuing to 
harden, with US Opportunity Funds 
increasingly keen on the sector. 
Again, a lack of stock is holding back 
volumes for this type of deal.

“�We are seeing 
pricing for good 
secondary stock 
continuing to 
harden, with US 
Opportunity Funds 
increasingly keen 
on the sector.”

INVESTMENT MARKET
Strong investor demand and a lack of deliverable  
product are driving yields down, with investors 
increasingly factoring in likely rental growth during  
hold periods.

Grenfell Island, Maidenhead

Source for all charts: Knight Frank Research

5.00%
Prime NIY

552m
Transaction volume (£)

22m
Mean lot size (£)

BUILDING SIZE (SQ FT) PRICE NET INITIAL YIELD VENDOR / PURCHASER

St Georges House, Wimbledon 80,752 £58.64m 4.57% Threadneedle Investment/ 
Orchard Street Investment Management

Landmark House & Thames Tower, 
Hammersmith 135,448 £57.00m N/A GEMS/Eastern and Oriental Property

2 Roundwood Avenue, Stockley Park, 
Heathrow 97,720 £45.88m 5.95%

Europa Capital/ 
TIAA Henderson Real Estate

Spectrum Point, Farnborough 85,192 £20.00m 7.60% M&G Real Estate / Northwood Investors

Globe House, Bracknell 53,080 £11.70m 8.50% Knight Frank Investors/Palm Capital

Key investment transactions Q1 2015

Change 3 months

19% 
Mean lot size

25bps 
Prime NIY

34% 
Transaction volume



NATIONAL OFFICES 
Emma Goodford Partner 
Head of National Offices 
+44 20 7861 1144 
emma.goodford@knightfrank.com

Will Foster Partner 
+44 20 7861 1293 
will.foster@knightfrank.com

Ryan Dean Partner 
+44 20 7861 1672 
ryan.dean@knightfrank.com

Roddy Abram Partner 
+44 20 7861 1280 
roddy.abram@knightfrank.com

CAPITAL MARKETS 
Peter MacColl Partner 
Global Head of Capital Markets 
+44 20 7861 1211 
peter.maccoll@knightfrank.com

Tim Smither Partner 
Head of National Offices Investment 
+44 20 7861 1227 
tim.smither@knightfrank.com

Simon Rickards Partner 
+44 20 7861 1158 
simon.rickards@knightfrank.com

VALUATIONS 
Rupert Johnson Partner 
Head of Valuations 
+44 20 7861 1284 
rupert.johnson@knightfrank.com 

Michael Crowe Partner 
+44 20 7861 5258 
michael.crowe@knightfrank.com

LEASE ADVISORY 
Ashley Drewett Partner 
+44 20 7861 1156 
ashley.drewett@knightfrank.com

COMMERCIAL RESEARCH 
Louisa Rickard Associate 
+44 20 7861 1592 
louisa.rickard@knightfrank.com

For the latest news, views and analysis
of the commercial property market, visit
knightfrankblog.com/commercial-briefing/

COMMERCIAL BRIEFING

© Knight Frank LLP 2015
This report is published for general information only and not to be relied upon in any 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. Reproduction of this report in whole or in part is not allowed without prior written approval of Knight Frank LLP 
to the form and content within which it appears. 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.

Knight Frank Residential 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. 

RECENT MARKET-LEADING RESEARCH PUBLICATIONS

Central London 
Quarterly Q1 2015

Knight Frank Research Reports are available at KnightFrank.com/Research

Shopping Centre 
Investment Q1 2015

Global Cities 
Skyscrapers 2015

SKYSCRAPERS
2015 REPORT

GLOBAL CITIES

SHOPPING CENTRES 
INVESTMENT QUARTERLY Q1 2015

RESEARCH

Outlook
•  Analysts have been increasingly 

optimistic on the prospects for the UK 
economy. The consensus forecast in 
March was for 2.7% GDP growth in 
2015, up from 2.6% in February. 

•  According to the ONS, retail sales  
rose by 4.2% year-on-year in March, 
the 24th consecutive month of  
annual growth. 

•  Consumers will benefit directly from 
rising employment, lower inflation 
(including lower fuel prices) and real 
wage growth. All these factors will 
boost confidence and spending. 

•  There are some concerns that the 
uncertainty of the general election 
may impact adversely on sentiment, 
but consumers are now familiar with 
coalition politics and should adopt a 
“business as usual” approach.

Q1 2015 shopping centres transactions

Shopping centre Status Purchaser Vendor Price (£m) NIY %

Hammersmith Broadway & Fulham Sold CBRE Investors William Ewart 270.5 5.00 
Broadway, London

The Telford, Telford Sold Orion Ares 200.0 6.25

Bentall Centre, Kingston (50%) Sold Gingko Meyer Bergman 190.0 4.40

The Ashley Centre, Epsom Sold CBRE Investors Carlyle 78.0 6.00

Williow Place & Corby Town, Corby Sold Europa / Soverign Land Helical Bar 75.0 7.00

The Mall St George, Preston Sold InfraRed Aviva 74.0 6.45

Clyde, Glasgow Sold Cerberus / Edinburgh House Helical Bar 70.0 7.25

Nicholsons Centre, Maidenhead Sold Vixcroft Irish Life 37.0 6.25

Source: Knight Frank LLP
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Retail & shopping centre  
equivalent yields Q2 2008 - Q1 2015

Source: Knight Frank LLP
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TAKE-UP MARGINALLY BELOW 
LONG-TERM AVERAGE

SUPPLY CONTINUES 
TO BE ERODED

YIELDS HARDEN ACROSS 
CENTRAL LONDON
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THE FUTURE OF REAL ESTATE IN 
THE WORLD’S LEADING CITIES

TECHNICAL NOTE
•  �Knight Frank define the M4 market as extending from Hammersmith, west to Newbury, incorporating Uxbridge and 

High Wycombe to the north and Staines and Bracknell to the south. Reading is also included. Existing built office 
stock in the M4 market totals 69.4m sq ft.

•  �The M3 market incorporates the main South West London boroughs and encompasses Leatherhead, Guildford and 
Basingstoke extending north to the M4 boundary described above. Farnborough and Camberley are also included. 
Existing built office stock in the M3 market totals 42.0m sq ft.

•  �The figures in this report relate to the availability of built, up-and-ready office/B1 accommodation within  
the M25 market. Vacant premises and leased space which is being actively marketed are included.

•  The market definition used, shown in the map on page 3, is based on Local Authority District boundaries.

•  �All floorspace figures are given on a net internal area basis (as defined by the RICS).

•  �A minimum 10,000 sq ft (net) cut-off has been employed throughout. Major and minor refurbishment have been 
treated as new and second-hand respectively. Data is presented on a centre and quadrant basis. Classification by 
centre relates to the locational details contained within the marketing material for available properties. Classification 
in this manner is clearly somewhat arbitrary. Vacancy rate data is based on a total M25 stock measure of 130m sq ft 
(net), an M4 market stock of 69.4m sq ft (net) and an M3 market stock of 42m sq ft (net).

•  �Second-hand floorspace has been sub-divided into A and B grade accommodation, reflecting high and low quality 
respectively. Whilst subjective, this categorisation is based on an assessment of each property’s age, specification, 
location and overall attractiveness.

•  �Pre-let = The letting of proposed schemes not yet under construction and those let during the construction process.

•  All data presented is correct as at March 31st 2015.
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