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Key takeaways

3

Leasing volumes in the South
East with one quarter of the

year left are 34% ahead of the

equivalent period in 2023.

[
4

Investment volumes for
2024 measured at the end

of September were 65%
below the 10-year average for
the period.

16 deals have completed in
2024 whilst the buildings were
under construction.

€

Prime Yields remained
unchanged at 7.00%.

Two markets, Cambridge
and West London account
for 66% of the speculative
development pipeline.
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Executive Summary

OCCUPIER
Sustained market activity.
The South East office market
continued to record consistent
activity in the third quarter, with
leasing volumes reaching 866,000
sq ft, a total in line with the 10-year
quarterly average. During the
quarter, 79 occupier deals were
completed, the highest number so far
in 2024 and well above the long-term
quarterly average of 63.

Notably, take-up in every
quarter of 2024 so far has been
above 800,000 sq ft. This is the
first year since 2019, where activity
in the first three quarters has
consistently exceeded this threshold.
Consequently, take-up for 2024 year-
to-date has reached 2.69m sq ft. This
total is 34% ahead of the equivalent
period in 2023 and is the highest total
at this stage of any year since 2019.

Securing the best space means
earlier market engagement.

In 2024, nine deals of over 50,000

sq ft have concluded. This is the
highest number of deals of this

scale during a Q1-Q3 period since
2021. Notably, of these, four deals
above this threshold were completed
at buildings where construction
work is ongoing, highlighting the
appetite of businesses to act early

to secure the best spaces. In fact,
considering all size ranges, 16 deals
were completed in 2024 at buildings
during construction works, the most
in a year since 2001.
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Best quality supply falling.
Vacancy again remained relatively
unchanged over the quarter at 8.4%.
Notably, the availability of New &
Grade A space has fallen consistently
throughout 2024 as completions
have not kept pace with letting
activity. At the end of the quarter, the
vacancy rate for New and Grade A
spaces dipped to 6.4%, meaning the
gap between total vacancy and that
of ‘best quality’ is now the widest for
24 months.

Moving forward, the development
pipeline remains limited for those
targeting new space. At the end of
the quarter, 1.8m sq ft of speculative
office space was under construction
and due for delivery before the end
of 2027. Further analysis indicates
that West London accounts for
40% of this total, led by the
development of Olympia Square.
Cambridge accounts for 26%.
Outside these markets, the
continued shortage of best-quality
office space will mean that vacancy
rates remain below the long-term
trend, at least for the short term, thus
creating isolated opportunities for
development starts.

INVESTMENT

Is the investment market
beginning to stabilise?
Investment volumes for the South
East in the third quarter totalled
£237m. Although the Q3 total is
70% above the same period in 2023,
this remains 65% below the 10-year
quarterly average. Fundamentally,

investors remain cautious, with the
re-pricing of office assets in recent
months and elevated cost of debt
leading to a lack of motivated buyers
and sellers. That said, the period of
correction, at least for Prime, has
now stabilised, meaning market
interest is beginning to renew, albeit
debt rates remain a significant
hurdle to any uptick.

Private money is the most active.
Institutional money continues to be
absent from the market as offices
remain largely out of favour. In Q3,
Private equity accounted for 38%

of total investment volumes. Over
the year to date, however, property
companies have been most active,
accounting for 31% of the market,
with this investor group increasingly
drawing out potential value-add
investments and opportunities to
reposition or repurpose office assets
to meet modern occupier demands.

Is the pricing shift subsiding?
Prime yields remained at 7.00% in
Q3, with pricing at the top end of
the market unchanged throughout
2024. The consensus is that Prime
has now ‘reached the market level’
with further outward shift unlikely.
However, the yield spread between
Prime and secondary properties
continues to widen as obsolescence,
location disadvantages, and
sustainability upgrade requirements
challenge secondary assets.




Occupier market

sq ft

Reflecting a rising occupational need to engage with the market, take-up in
the South East was above 800,000 sq ft for the third consecutive quarter. The
development pipeline remains concentrated, with speculative activity limited.

RODDY ABRAM

The continued reversion to office-

first work policies means that lease-

event driven transactions have

steadily trended upwards. Companies

are consolidating fragmented

Q32023 Q42023 Q12024 Q22024 Q32024 Om office footprints into high quality
Source: Knight Frank Research headquarters, whether town centre or

well-amenitised business parks.

South East Offices supply
sq ft
20m
15m
10m
JACK RILEY
The large volume of deals currently
5m under offer, which is largely also
focussed on the best-in-class space,
reflects companies looking to
Q32023 Q42023 Q12024 Q22024 Q32024 om secure prime space Wthh
Source: Knight Frank Research remains in short supply due to
development constraints.
MediaWork, White City
Take-up and supply Q3 2024 Key Leasing transactions Q3 2024
TAKE-UP TAKE-UP SUPPLY SUPPLY VACANCY
- (SQFN (VS Q2 2024) (SQFM (VS Q2 2024) RATE ADDRESS SIZE SQ FT OCCUPIER RENT £ PER SQ FT
A 2% 8.4% »
500 Capability Green, Luton 81,460 TUI £29.50
SE 865;557 A 3% 156m New and Grade A New and Grade A
space: 77% space: 6.5%
A 23% 8_9% Building 7, Croxley Park, Watford 50,105 Health Services Laboratories £28.50
M25 382,616 A 13% 10.7m New and Grade A New and Grade A
space: 76% space: 6.8%
MediaWork, White City Place, White City 47,650 Imperial College of Science £55.00
A 8% 6.8%
M3 46,772 ' _51% 2-7m New and Grade A New and Grade A
Hpmes TR space: 5.0% 500 South Oak Way, Green Park, Reading 44,029 Wood Group Conf.
o v -5% 10.7%
M4 299,507 A -29% 71m New and Grade A New and Grade A 58 Clarendon Road, Watford 41522 Vinci £40.00
space: 89% space: 9.5%
Source: Knight Frank Research Source: Knight Frank Research.
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Prime Rents

£ persq ft

Key Cambridge

Growth (pa)

ACTIVE DEMAND: 5.16 M SQ FT

@ o32024 65.00 10%

Named demand in the South East Q32023

Active named demand by sector Watford St Albans
Q32024 A A
41.00 10% —{ .
T™T |36% Gl 42.50 | 1%
Financial & Business Services [14% A N Brentwood
_ 62.50 | 4% (2
Pharmaceutlgal/Healthcare/ 10%
Medical Technology H 29.00 00/0
Manufacturing & FMCG's | £ 22 Maidenhead Slough i
A g Uxbridge Hammersmith
il, Distribution ran 6%
Retail, Distribution & Transport 50.00 5% 36.00 g:/ A 270/
Energy & Utilities | 5% g o 35.00 | 4% 56.00 | -£7%
Construction & Engineering | 4% Reading
Other 2% A
49.00 [14%
Public Sector | 1% h ) k
Source: Knight Frank Research C 1SWIC
Staines @
53.00 ()
(2
DEVELOPMENT: 4.5M SQ FT HBA 06
= : Bracknell HeathI‘OW/ Dal’thI‘d
v Stockley Park O
31.00 |-3% co.Ue
Space under construction in the South East o A 23.00 | 0%
1.0m sq ft already leased 32.50 | 8%
Basingstoke
Speculative development .
Sq ft due to complete before 2028 32.50 $A) GulldfOIi Croydon
315 41.00 |12% 13
d % .
- o2 West Malling
Crawley/ o
Gatwick 26.00 | 0%
A
i 32.50 |20%

Brighton

Headline rent assumes a new building let on a 10-year lease.

Headline rent assumes a transaction over 10,000 sq ft new office space. 40.00 6%

Rents are stated per sq ft per annum NIA.

SE OFFICES OFFICES/LABS

Source: Knight Frank Research
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Investment market

Investor sentiment remains cautious, challenged in the UK by debt costs, and
potential changes to tax and regulation. Pricing at the top end of the market has
stabilised after a period of outward shift.
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£217m* £11.42m 7.00% 53%
South East Average Prime net Buyers from
transaction volumes lot size initial yield the UK

* Includes occupier acquisition
Footnote: Headline statistics are representative of Q3 2024
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Investment volumes
Il STOCK TRANSACTED (£EM), LHS —— NO. OF DEALS, RHS
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Source: Knight Frank Research

Prime net initial yield and finance

B PRIME NET YIELD (%), LHS —— FIVE-YEAR SWAP (%), RHS
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Source: Knight Frank Research

SIMON RICKARDS

Deal flow indicates that nimble,
opportunistic buyers have confidence
in prime asset values with strong
occupier profiles. However, there is
still a shortage of motivated sellers,
with many waiting on rate cuts to help
strengthen asset prices in locations of
short supply.

HENRY WYLD

Pricing for prime has stabilised

with greater buyer and seller
acknowledgement of current

market value. However, price erosion
may well continue for secondary
buildings without viable
repositioning credentials.

Key transactions Q3 2024

ADDRESS PRICEEM | e NTAL | vENDOR PURCHASER

Building 8, Chiswick Park, Chiswick £48 9.00% Abrdn Sun Capital Partners

EMC Tower, Great West Road, Brentford £22 Conf. Dell Technologies el
Sheen Lane Developments Ltd

Sutton Point, Sutton Court Road, Sutton £21 Conf. Carrigmay Sutton (Jersey) Ltd Activum SG Capital
Management

Shinfield Park, Reading £21 Conf. Global Net Lease Flera Real Estate |

Source: Knight Frank Research. GIA
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Recent market-leading research publications

Data Centres o ficiy
The EMEA Report

Data Centres
The EMEA Report

Active Capital

P @Knight
S Frank

(RE) Play

UK Gaming Report
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M25 & South East o5t
Markets Report
Momentum Markets

M25 - Markets Report

P @ Knight
UK o {4

UK Cities

g Knight
Q42022 4frank

UK Life
Sciences &
Innovation
Insight Report

UK Life Sciences

Knight
STk

|ndon

The London Report

@g

(Y)OUR SPACE

UK Film and o5ty
Television Studios
Market Report

UK Film and Television
Studios Market
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https://www.knightfrank.com/uk-cities
https://content.knightfrank.com/content/pdfs/global/the-london-report-2021.pdf
https://content.knightfrank.com/content/pdfs/global/the-london-report-2021.pdf
https://www.knightfrank.com/active-capital
https://www.knightfrank.com/uk-cities
https://www.knightfrank.com/active-capital
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https://www.knightfrank.co.uk/research/active-capital-the-report-2020-7474.aspx
https://www.knightfrank.co.uk/research/your-space-2018-6022.aspx
https://www.knightfrank.com/m25-offices

TECHNICAL NOTE

+ Knight Frank defines 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.

»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.

*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.

« 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 121m sq ft (net), an M4 market stock of 66m sq ft
(net) and an M3 market stock of 39m sq ft (net). Please note that a revision to total market office stock
figures was applied in Q12017 to reflect ‘change of use’ permitted through the Town and Country Planning
Order 2015.

»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.

*The South East is defined as the market area shown in the map on pages 6/7. The market statistics quoted
as ‘South East’ or ‘South East Study Area’ are inclusive of Cambridge, Oxford and Brighton.

*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 31st Oct 2024.
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