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MARKET OVERVIEW

Strong final quarter in the Scotland industrial and logistics occupier market brings annual take
up to just under 2.6 million sq ft in 2021.

2.6 million sq ft
Occupier take up 2021

Active fourth quarter for occupier take up

The final quarter of 2021 saw a further 509,400 sq ft of
industrial and logistics space taken up in Scotland,
bringing the total annual take up to 2.6 million sq ft
(units over 50,000 sq ft). This is marginally lower than
activity recorded in 2020 (-2.4%). While the year
finished strongly, the total for 2021 was largely boosted
by a number of bigger transactions completing in the
first half of the year. The retail sector accounted for
41% of total take up in 2021, with manufacturing
accounting for a further 31%.

Available units lack specifications required by
modern occupiers

The total supply of available units over 50,000 sq ft
stood at 3.3 million sq ft at the end of 2021. However,
occupiers continue to seek good quality, modern
industrial space and with the vast majority of these
available units over 50,000 sq ft being second hand
grade B and C, comprising 98% of total availability,

SCOTT HOGAN, SENIOR SURVEYOR,
SCOTLAND COMMERCIAL

“While the year finished on a strong
note, the lack of good quality stock
and speculative development in the
pipeline may dampen occupier
transaction activity for 2022,
particularly as occupiers compete to
meet both their sustainable and
operational needs.”

£299 million 3.1%
Investment total 2021

Prime annual rental
growth

such units are considered outdated and unsuitable for
occupier needs, particularly as tenants increasingly
seek more energy efficient industrial buildings.

Supply shortage for prime units and slow
developmentactivity driving rental growth

With limited speculative development under
construction (units over 50,000 sq ft), each of the
major markets in Scotland require more new
development to address this shortage of prime
industrial space. However, rising build costs and a
relative scarcity of industrial land makes it difficult for
developers to commit to new projects across Scotland.
Within Aberdeen, added uncertainty due to rising
energy prices and therefore ambiguity from oil and gas
occupiers adds to this complexity.

Prime rents in Scotland for units over 50,000 sq ft
increased by 3.1% in 2021, to £7.75 psf, while average
rents rose by 4.7%. Forecasts points to continued
growth, with 4.0% predicted for 2022 in Scotland.
Expectations for the Edinburgh market are particularly
high, with average rental growth of 5.6% (RealFor).

Investment remains on an upward trajectory

Investment in industrial and logistics space in
Scotland increased for the third consecutive year,
totalling £299 million in 2021, compared with £228
million in 2020. The most significant source of
investment was overseas capital, which accounted for
35% of the total, followed by UK private property
companies, at 31%.

The average weighted yield for assets transacted across
Scotland in 2021 was 6.2%. A key investment deal in
the year was the sale of Fortis Data Centre, Strathclyde
Business Park, Bellshill, acquired by DataVita Ltd. for
£43 million in May 2021.

2022 Outlook

Despite rising rents in Scotland, the market continues
to offer good value relative to other regions which may
encourage relatively footloose occupiers to look to
Scotland as an alternative market, given the rapidly
rising occupational costs in other regions of the UK.
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OCCUPIER MARKET
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i Wincanton Holdings Refurbished
Burnbrae Road, Linwood, Glasgow 132,171 PLC £6.25 psf e lEne Wl
4 Roystone Road, Deans Industrial Park, Undisclosed .
Livingston 122,892 ACEO Ltd. purchase Owner occupier sale
Napier Place, Wardpark Industrial Estate, i Refurbished
Cumbernauld 68,854 Royal Mail £5.00 psf secondhand unit
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INVESTMENT MARKET

£5.0 million
Average lot size

£299 million
Investment total

v

Investment totals

400
350
300
< 250
2
= 200
£
« 150
100
0
2016 2017 2018 2019 2020 2021
v

2021 Investment by lot size

31% 6.2%

Overseas capital Averageyield

v

2021 Investment by purchaser type

m UK Institution

m Listed Property
Company

m Private Property
Company

m Overseas Investor

u Private/Other

v
Weighted average yield (%)

9%

m Under £10m
8%
= £10-20m %
6%
m £20-50m R
4%
3%
m£50m+ 2016 20177 2018 2019 2020 2021
PROPERTY TOWN PRICE YIELD PURCHASER VENDOR
Fortis Data Centre, . .
Strathclyde Business Park Bellshill £45m - DataVita Ltd. HFD Group Ltd.
D2 Business Park Aberdeen £18.5m 7.56% Kennedy Wilson Europe Nuveen Real Estate
Eurocentral (Titan) Motherwell £14.3m 5.01% Lothian Pension Fund Windward Titan Ltd.

Source: Knight Frank, Property Data
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Methodology

This report has been prepared by Knight Frank Research.

Dataland ti_r‘w_forgmaﬂon within this report have been provided by Knight Frank occupier and investment teams across the Knight Frank UK network. Third party data sources
are also utilised.

For the purposes of this report, take-up figures refer to spaces of 50,000 sq ft or more, that are let, pre-let or acquired for occupation.
aﬁzvailabilg]ty refers to all space available for immediate occupation as well as space under construction (built speculatively) that will be available for occupation within the next
months.

Investment figures refer to industrial property purchases where the primary motivation is the generation of income. Acquisitions for occupation are excluded. Land sales are
included, where the end use of the land Is kriown.

H Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range of
Knlght Frank Re§earch clients worldwide including developers, investors, funding organisations, corporate institutions and the
Reports are avallable at public sector. All our clients recognise the need for expert independent advice customised to their specific

. needs. Important Notice: © Knight Frank LLP 2022 This report is published for general information only and not to
kmghtfrank-com/researCh 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 responsibllity 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
° 1o particular properties or projects. Reproduction of this report in whole or in part is not allowed without prior written
Kn l ht 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,

Fran k London, W1U 8AN, where you may look at a list of members’ names.



