
The Central London Market Q3 2011

Investment volumes across central London totalled £2.3 billion in 

the third quarter. A marked increase in available City investment 

stock will potentially drive higher levels of turnover in Q4. The West 

End by comparison is witnessing historically low investment supply.

Active demand increased again, up 10% to 8.1 million sq ft. This was 

driven by the TMT sub-sector.

Take-up improved on the weak second quarter fuelled by a number of 

large transactions across London. Volumes however, remain 50% 

below the long term average and with confidence subdued, occupiers 

are likely to delay decisions into 2012. 

West End investment volumes point 
to continuing confidence, despite 
economic volatility
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Summary of statistics

 Sub £10m £10-£50m £80m+ Sub £40m £40-£125m £125m+ 
 4.00% 4.25% 5.00% 5.25% 5.25% 5.25%

Sizes in 000 sq ft

Units of 5,400 sq ft and above
Take-Up

TOTALS
    Grade A

Off-plan
Under construction

New completed
Second hand (incl. refurbished)

100,000+
  50,000 - 99,999

     10,000 - 49,999
Sub 10,000

Banking & Finance
Professional Services

Service Industries
Manufacturing Industries

Public Admin. & Institutions
Other

Net Absorption

TOTALS

Prime Rents & Rent Free

Prime Rent
Rent Free (months)

Net Effective1

Demand

TOTALS
100,000+

  50,000 - 99,999
     10,000 - 49,999

Sub 10,000
Banking & Finance

Professional Services
Service Industries

Manufacturing Industries
Public Admin. & Institutions

Other

Supply

Total Current Supply
VACANCY RATE (% of total stock)

100,000+
  50,000 - 99,999

     10,000 - 49,999
Sub 10,000

Speculative Development

TOTALS
2011
2012
2013
2014

Capital Transactions
£millions

TOTALS
UK Purchasers

Overseas Purchasers
Property Companies

Institutions
Privates & Other Investors

Prime Yield

*As at 30 September 2011

 
 West End City Docklands Central London  
    
 2010 2011 2011 2010 2011 2011 2010 2011 2011 2010 2011 2011 
  Q1-Q3 Q3  Q1-Q3 Q3  Q1-Q3 Q3  Q1-Q3 Q3

 3,728 2,133 651 6,131 2,443 957 2,161 376 345 12,020 4,951 1,953
 2,393 1,417 406 4,443 1,238 455 2,063 367 345 8,899 3,022 1,206
 340 0 0 1,200 0 0 0 250 250 1,540 250 250
 43 308 177 355 0 0 0 0 0 399 308 177
 781 535 80 1,803 543 200 52 11 11 2,636 1,088 290
 2,563 1,290 395 2,773 1,900 757 2,110 115 84 7,445 3,305 1,236
 465 415 146 2,027 0 0 1,718 250 250 4,210 665 396
 785 87 0 751 265 180 187 59 59 1,723 411 239
 1,633 1,022 335 2,367 1,349 508 249 38 15 4,249 2,409 858
 844 609 170 986 829 269 8 29 21 1,838 1,467 460
 25% 12% 12% 43% 26% 11% 74% 0% 0% 43% 18% 10%
 14% 5% 10% 18% 21% 26% 2% 0% 0% 14% 13% 16%
 35% 59% 54% 28% 34% 48% 4% 14% 6% 26% 43% 42%
 13% 12% 13% 4% 6% 9% 9% 82% 89% 8% 14% 25%
 8% 7% 10% 4% 6% 3% 10% 4% 4% 6% 6% 6%
 4% 5% 3% 3% 6% 2% 2% 0% 0% 3% 5% 2%

 2010 2011 2011 2010 2011 2011 2010 2011 2011 2010 2011 2011
  Q1 (YoY) Q3 (YoY)  Q1 (YoY) Q3 (YoY)  Q1 (YoY) Q3 (YoY)  Q1 (YoY) Q3 (YoY) 

 
 2,788 2,213 1,754 5,024 3,228 650 1,070 594 107 8,848 5,965 2,569 

 
 2010 2011 2011 2010 2011 2011 2010 2011 2011 
  Q1-Q3 Q3  Q1-Q3 Q3  Q1-Q3 Q3 
 
 £88.50 £95.00 £95.00 £55.00 £55.00 £55.00 £37.50 £38.50 £38.50   
 16 16 16 24 22 22      
 £76.64 £82.33 £82.33 £44.00 £44.92 £44.92            
             
 Total Active Potential Total Active Potential Total Active Potential Total Active Potential 
 
 4,417 3,336 1,081 10,172 5,905 4,267 1,981 1,194 787 12,997 8,148 4,850
 1,253 993 260 5,291 2,693 2,597 1,710 1,098 612 5,723 3,126 2,597
 1,345 955 390 2,167 1,367 800 165 0 165 3,017 2,053 964
 1,538 1,185 353 2,359 1,514 845 96 96 0 3,610 2,435 1,176
 281 203 78 355 331 25 10 0 10 647 534 113
 10% 6% 24% 27% 22% 34% 25% 22% 29% 24% 17% 35%
 8% 9% 3% 26% 28% 24% 11% 0% 29% 22% 23% 21%
 68% 74% 52% 39% 42% 35% 47% 49% 43% 43% 47% 36%
 10% 7% 17% 3% 3% 4% 2% 3% 0% 4% 5% 4%
 4% 4% 4% 4% 5% 3% 16% 26% 0% 6% 8% 4%
 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
 
 Total Grade A Grade B Total Grade A Grade B Total Grade A Grade B Total Grade A Grade B 
 
 3,982 2,029 1,722 8,273 4,753 3,129 1,533 1,353 180 13,788 8,136 5,031
 4.4% 2.2% 1.9% 7.6% 4.4% 2.9% 8.0% 7.0% 0.9% 6.3% 3.7% 8.8%
 165 165 0 2,116 1,976 140 757 757 0 3,038 2,898 140
 414 291 54 1,233 691 541 484 346 139 2,131 1,328 734
 2,332 1,046 1,146 3,427 1,534 1,588 226 210 16 5,985 2,790 2,750
 1,071 527 522 1,497 552 860 66 41 25 2,634 1,120 1,407
 
 Total Over 50,000- Total Over   50,000- Total Over   50,000- Total Over 50,000-  
  100,000 99,999  100,000 99,999  100,000 99,999  100,000  99,999 
 
 1,865 1,254 348 3,548 2,752 576 0 0 0 5,413 0 4,006
 297 182 115 0 0 0 0 0 0 297 0 182
 861 503 95 1,418 842 494 0 0 0 2,279 0 1,345
 707 569 138 863 644 82 0 0 0 1,570  1,213
 0 0 0 1,267 1,266 0 0 0 0 1,267 0 1,266

 
 2010 2011 2011 2010 2011 2011 2010 2011 2011 2010 2011 2011 
  Q1-Q3 Q3  Q1-Q3 Q3  Q1-Q3 Q3  Q1-Q3 Q3
 
 5,025 3,714 1,380 5,006 4,360 941 749 30 0 10,780 8,104 2,320
 1,867 1,740 606 1,604 1,805 597 23 30 0 3,494 3,576 1,202
 3,159 1,975 774 3,403 2,554 344 726 0 0 7,287 4,528 1,118
 875 1,291 470 828 715 309 17 30 0 1,720 2,036 779
 1,312 1,099 314 1,703 2,453 511 231 0 0 3,246 3,552 825
 2,838 1,325 595 2,475 1,192 121 501 0 0 5,814 2,517 716



Summary of statistics
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The Economy
The global economy is currently experiencing its most difficult 
period since the recession of 2008-09. Disappointing growth in 
the major economies has been compounded by sovereign debt 
problems re-emerging in Europe over recent weeks, which have 
triggered a wave of financial market instability. Markets have 
recovered in recent days, but volatility is likely to be high until a 
durable plan to end the Eurozone debt crisis emerges.
 
In the UK, activity appears to have stalled. Growth was a subdued 
0.1% in 2011 Q2 and the latest indicators show a worrying 
dip in sentiment during Q3. With forecasts for 2011 and 2012 
being steadily revised downwards, the prospect is for continued 
sub-trend growth. As a result, there has been speculation that 
the government may respond with new fiscal stimulus, perhaps 
additional cash for infrastructure projects.
 
RPI and CPI rates have remained far in excess of official targets. 
In September, the headline rate rose from August’s annual rate 
of 5.2% to 5.6%, while annual CPI inflation also rose to 5.2%, the 
joint highest figure since the series began in 1997. Inflation may 
move even higher in the short-term, but with demand weak and 
VAT effects dropping out in January, rates are expected to decline 
sharply next year. In the current environment, interest rates are 
expected to be on hold for 12 months at least, though the Bank 
of England recently voted to restart its asset purchase scheme to 
inject new liquidity into the struggling economy.
                                                                                                                              
The most recent evidence on the London economy indicates 
that sentiment picked up in September after a dip at the end 
of the summer. The latest Lloyds TSB survey showed activity 
in the capital’s private sector accelerating, as incoming new 
orders increased at a strong pace. Moreover, since the spring 
a performance gap has re-opened with the national figures for 
business confidence, reinforcing other indicators (notably retail 
sales) which also show the capital’s economy well ahead.

The Central London Market

Summary of Statistics (QoQ) West End City Docklands

Take-up  A  F  F

Supply A  F  F  
Overall Vacancy Rate A  F  F

Grade A Vacancy Rate A  F  F

Prime Rent  E  E  E

Under Construction E  F  A

“The global economy is currently 
experiencing its most difficult 
period since 2008-09.”

GDP: Growth Expectations
Source:Oxford Economics
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Occupier Take-up and Net Absorption
Occupier take-up totalled 1.9 million sq ft in the third quarter, a 
27% increase on the weak second quarter and driven by notable 
transactions to Trowers & Hamlins at 3 Bunhill Row, EC1, and 
pre-lets to Debenhams plc at 10 Brock Street Regents Place, 
NW1 and EMA at 25 Churchill Place, E14 totalling 495,000 sq ft. 
The year to date total of 4.9 million sq ft is 41% behind  
the equivalent period last year and nearly 50% below the  
10 year average.

Year to date, there have been only eight transactions in excess 
of 50,000 sq ft, compared with 29 at the equivalent period last 
year. 92% of transactions in 2011 have been sub 25,000 sq ft, 
compared with 83% at the end of Q3 2010. 

For the third consecutive quarter, the Service Industry dominated 
take-up with 42% of the total. The TMT sub-sector drove 
volumes again, accounting for 14%. Google took 25,000 sq ft to 
open a new technology community centre at 4-5 Bonhill Street, 
EC2, Expedia vacated their space at Seven Dials Warehouse, 
WC2 and took 81,200 sq ft at The Angel Building, EC1, while 
Facebook moved into Expedia’s space totalling 36,400 sq ft. 
Over the year to date the TMT sub-sector has driven 15% of 
take-up compared with 8% over 2010.  

Not surprisingly given global economic uncertainty, low levels 
of activity were seen from the Banking & Finance sector, with 
only 187,000 sq ft let – 10% of the quarterly total compared to an 
average of 29%. 

Looking ahead for the final quarter, our expectations remain 
modest as occupiers continue to be cautious, with many likely 
to delay decisions into 2012. With 2.2 million sq ft under offer at 
quarter end there is a healthy pipeline of deals, but with reticence 
to commit, our outlook for annual take-up volumes is modest and 
a below average year is almost certain. 

Occupier Demand 
Despite several large occupiers satisfying their search this 
quarter, requirement volumes were generally stable across 
all three submarkets with central London demand ending the 
quarter at 13 million sq ft. Volumes were 6% below the long 
term average of 13.8 million sq ft, compared with 14% at the 
equivalent period last year.

Central London: Net Absorption 2002-2011 Q3
Source: Jones Lang LaSalle
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Central London: Demand and Supply Balance 2011 Q3
Source: Jones Lang LaSalle
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The Central London Market

Central London: Net Absorption 2002-2011 Q2
Source: Jones Lang LaSalle
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Central London: Demand and Supply Balance 2011 Q2
Source: Jones Lang LaSalle
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Central London: Demand and Supply Balance 2011 Q2
Source: Jones Lang LaSalle
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Source: Jones Lang LaSalle
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Central London: Net Absorption 2002-2011 Q2
Source: Jones Lang LaSalle
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“92% of transactions in 2011 
have been below 25,000 sq ft.”
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 Active demand increased for the second consecutive quarter, 
up 10% across London. Improvements were driven by Google 
activating their 400-700,000 sq ft central London search 
(previously potential) and over 2 million sq ft of new requirements 
registered. 16% of these were from the TMT sub-sector, including 
02, LinkedIn, Gamesys and Nokia.
 
Demand from the Banking & Finance sector remained stable 
comprising 24% of the total, although there was an increase 
in potential demand with some companies putting their 
requirements on hold as nervousness took hold in this sector.
 
Looking ahead, conversion of demand to deals will remain 
subdued and sentiment cautious which should support stability 
in demand volumes. However, the lack of supply, particularly 
for large units in the West End is increasingly forcing major 
occupiers, particularly the new media and advertising and 
publishing sectors, to search more widely across Central London. 
This has been seen by Google’s Bonhill Street, EC2 acquisition 
and its extension of its search area to cover the whole of London.

Existing Supply and the Development Pipeline
Overall supply increased 5% to end the quarter at 13.7 million  
sq ft. This was the first increase since 2009, and was driven  
by the completion of 1 Stratford Place, E16, totalling 128,000  
sq ft along with Cannon Place, EC4 totalling 389,000 sq ft and  
several refurbishment schemes in the City. This reflected an 
overall vacancy rate of 6.3%, up from 6.0% last quarter, while 
Grade A increased from 3.4% to 3.7%. Net absorption was 
negative at -591,700 sq ft, as take-up failed to absorb new 
supply. This was the first negative figure since 2009 and  
with current economic concerns; we expect the medium  
term outlook to be modest at best.

Six speculative schemes commenced over the third quarter, 
totalling 1.1 million sq ft, the most notable at 20 Fenchurch 
St, EC3, totalling 694,000 sq ft. As a result, total space under 
construction speculatively increased, 8% to 5.4 million sq ft.  
Of this total 17% comprises notable refurbishments. The third 
quarter saw Great Portland Estates’ purchase of the former Royal 
Mail site on Rathbone Place, W1, Derwent London’s planning 
consent to redevelop Saatchi & Saatchi’s Charlotte Street, W1, 
funding in place for Aldgate Tower, E1, and demolition expected 

Central London: Vacancy Rates 2002-2011 Q3
Source: Jones Lang LaSalle
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Source: Jones Lang LaSalle
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to commence shortly at 30 Old Bailey, EC4, and 60 Ludgate 
Hill, EC4. This gives grounds for optimism for the London 
development pipeline in the medium term – although we do not 
expect an increase of speculative starts in the short term given 
current uncertainty.

Rents and Rental Expectations
Prime rents remained stable across all three submarkets in the 
third quarter. Due to a lack of high quality prime space, we do not 
rule out further growth but, of course, expectations have been 
tempered significantly by economic uncertainty. Rent free periods, 
assuming a 10 year term, remained at 16 months in the West End 
and 22 months in the City.

Although no further rental growth was witnessed, there is 
evidence of rents on smaller units exceeding £100 per sq ft in 
the West End core market with transactions at 3-5 Burlington 
Gardens, W1 and 5 Stratton Street, W1. In the City, iconic 
buildings such as the Heron Tower, EC2, achieved rents of 
c.£63.50 per sq ft for mid-tower floors.

After a 7% increase last quarter, Core Grade A rents increased 
modestly by 1% in both markets ending the quarter at £73.70 per 
sq ft in the West End and £48.30 per sq ft in the City. Year to date, 
Core Grade A rents have increased 13.4% and 3.9% in the  West 
End and City respectively.
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The Central London Market

“The West End investment 
market appears more 
insulated from wider 
economic issues.”

Central London: Prime Headline Rents: 2002 to 2011 Q3
Source: Jones Lang LaSalle
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Central London: Prime Yields and 
the Cost of Money 2002-2011 Q3
Source: Jones Lang LaSalle/Datastream
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Central London: Prime Yields and 
the Cost of Money 2002-2011 Q2
Source: Jones Lang LaSalle/Datastream
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Central London: Prime Yields and 
the Cost of Money 2002-2011 Q2
Source: Jones Lang LaSalle/Datastream
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Central London: Prime Yields and 
the Cost of Money 2002-2011 Q2
Source: Jones Lang LaSalle/Datastream
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Investment Volumes and Yield Movements
Investment volumes totalled £2.3 billion, a 26% decrease on last 
quarter. However, the year to date total of £8.1 billion is 14% ahead of 
the equivalent period last year. Volumes were driven by the West End 
which traded £1.3 billion, the strongest third quarter total since 2007. 
Overseas and UK property companies dominated, accounting for 
21% and 22% of the total respectively.

Eight significant transactions took place over the quarter with £1.1 
billion traded in lot sizes over £100 million - 50% of the total. Larger 
lot sizes continue to be dominated by overseas investors while UK 
funds look to acquire between £20-70 million. Year to date, overseas 
purchasers have accounted for 56% of the total, with Far Eastern 
Investors comprising 13% compared with 7% over the entire of 2010. 
Recent transactions include the purchase of Tower Bridge House, 
E1 and 11-12 St James’s Square, SW1 by the Malaysian Employees 
Provident Fund (EPF).   

Prime yields remained stable across both West End and City 
submarkets. In the West End, prime yields for sub £10 million lots 
remained at 4.00%. Yields for intermediate (£10m-£80m) and larger 
(£80m+) lot sizes remained at 4.25% and 5.00% respectively. Despite 
wider economic uncertainty, the shortage of available stock and 
strong investor demand is likely to keep pressure on prime West End 
yields going forward. In the City, prime yields for all lot sizes remained 
at 5.25%. 

In the City the amount of available stock increased significantly in 
the final weeks of Q3, with nearly £4 billion of product potentially 
available. 70% of these disposals are driven by short term debt 
maturities and / or fund redemption issues. The West End continues 
to suffer from a lack of openly marketed investment stock with only 
c.£500 million openly available (excludes U/O). 

We anticipate investors will focus on those assets which are 
realistically priced and, in particular, both prime investments and 
those which offer active management and value add potential. 
Historically the final quarter of the year accounts for nearly 1/3rd 
of the annual turnover and Q4 2011 should continue this strong 
trend, given the availability of quality investment stock, particularly 
in the City.
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Despite heightened economic and sovereign debt concerns, 
London office investment volumes have continued to increase, 
with £8.1 billion transacted over the year to date, a 14% increase 
on the equivalent period last year. Over 2011, we have seen 23 
significant transactions take place with £4.2 billion traded in lot 
sizes over £100 million. Volumes have been dominated by 
overseas investors, with £2.8 billion traded compared with £2.2 
billion at the end of Q3 2010. Where is this capital coming from 
and why have we seen this shift in activity?
 
Year to date, overseas activity has been driven by a diverse 
spread of nationalities with North American, Norwegian, Chinese, 
German, Indonesian, Spanish, Canadian, Malaysian and 
Japanese investors all attracted to London. Historically, between 
2004 – 2007, UK investors accounted for 53% of the total, with 
German, Irish and American investors being the most dominant 
overseas sources of capital. However, between 2008 - 2011, we 
have seen a significant shift in overseas activity with the UK 
share of the market falling to only 32% during this period with the 
emergence of Far Eastern, Middle Eastern and Canadian 
investors in particular.
 
Since the start of 2010, and more notably 2011, we have seen 
strong growth in activity from Asian investors who accounted for 
over £700 million of acquisitions in 2010 and over £1 billion 
during 2011 with activity from Korea, Indonesia, Hong Kong, 
Malaysia, China and Japan which is reflective of the explosion of 
wealth in the region.
 
Institutional investors such as the Malaysian pension funds like 
EPF (recently acquired 11-12 St James’s Square, SW1 and Tower 
Bridge House, E1) are investing internationally for the first time 
and the London real estate market, with long FRI leases and a 
transparent and liquid trading environment, is percieved as 
offering very stable risk adjusted returns to match long term 
investment requirements.  

Private investors such as Far Eastern ultra high net worth 
investors are also attracted to London for a variety of reasons 
including wealth preservation, asset and currency diversification 
and other more emotional drivers such as familiarity with London 
and family ties in the UK.  

“London will continue to 
be a magnet for overseas 
capital from a hugely diverse 
international investor base.”

Relative to their global pension fund peers, Asian pension funds 
typically accredit less than 5% of their portfolio to real estate 
investment. Investing in London therefore is the start of a long 
term strategy to increase their exposure to the real estate 
investment market outside of their domestic markets.
 
As London looks set to outperform other UK and European cities 
with positive rental growth forecast out to 2015, we anticipate 
London will continue to be a magnet for overseas capital from  
a hugely diverse international investor base.

 

Issue to watch: Shift in overseas investor activity
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Occupier Take-up and Net Absorption
Just under 655,000 sq ft was let across 42 deals in Q3, a 
22% decrease on the previous quarter and 149,500 sq ft 
behind the ten year quarterly average. 

The most notable deal to complete was at British Lands’ 
10 Brock Street, Regent’s Place, NW1 where Debenhams 
plc agreed a pre-let of 145,000 sq ft. 

The Service Industry dominated take-up again with 54%  
of floorspace let across 18 deals. 

Year to date 2.1 million sq ft has been transacted, down 
22% on the equivalent period last year. 

Net absorption remained positive – but only just at 8,800 
sq ft, however significantly down from the 631,000 sq ft 
recorded last quarter due to low levels of take-up. 740,000 
sq ft was under offer at quarter end, a 48% quarterly 
increase.

Occupier Demand
Active demand increased for the third consecutive quarter, 
up 39% to 3.3 million sq ft. Increases were driven by 37 new 
active requirements totalling 1.2 million sq ft and Google 
activating their 400 – 700,000 sq ft requirement (previously 
registered as potential). 

Overall demand decreased slightly, down 1% to 4.4 million  
sq ft. Requirement volumes ended the quarter 21% below the 
10 year annual average of 5.6 million sq ft. 

The TMT sub-sector accounted for 25% of total demand 
compared with 21% last quarter as five new requirements 
came to the market including Linkedin, 02 and Gamesys.

Existing Supply and the Development Pipeline
Limited speculative completions and low levels of take-up 
meant supply was broadly unchanged, ending the quarter at 
3.9 million sq ft. 

Overall vacancy rates ended the quarter at 4.4% with  
Grade A at 2.2%

“The TMT sub-sector accounted 
for 25% of total demand, as a 
further five new requirements 
were registered”

The West End Office Market

West End: Take-Up 2001-2011 Q3
Source: Jones Lang LaSalle
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Source: Jones Lang LaSalle
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The amount of space under construction speculatively 
remained stable at 1.8 million sq ft as the Debenhams 
pre-let offset new commencements at 210 – 214 Piccadilly, 
SW1 79-97 Wigmore Street, W1 and the refurbishment of 6 
Agar Street, WC2.

 
Rents

Prime rents remained at £95.00 per sq ft and rent free periods, 
assuming a 10 year term remained at 16 months. 

There is evidence of rents exceeding £100 per sq ft in the sub 
10,000 sq ft core market such as 3-5 Burlington Gardens, W1 
which is rumoured to have achieved c.£105.00 per sq ft on the 
5th floor totalling 6,500 sq ft. 

After a 7% increase last quarter, Core Grade A rents saw only 
1.1% growth to £73.70 per sq ft. Year to date, Core Grade A 
rents have increased 13.4% compared with 7.3% for prime.

Investment Volumes and Yields
Just over £1.3 billion was traded across 34 deals in the third 
quarter, a 26% increase on last quarter and the strongest 
Q3 total since 2007. 
 
The year to date total of £3.7 billion is 32% ahead of the 
equivalent period last year and the 12 month rolling total of 
£5.1 billion is 23% ahead of the 10 year average. 

Volumes were driven by overseas and UK property 
companies comprising 29% and 19% of the total 
respectively. 

Four transactions in excess of £100m took place in the 
third quarter, including the sale of 11-12 St James’s Square, 
SW1 to the Malaysia’s Employees Provident Fund for £147 
million, Tishman Speyer’s purchase of Sanctuary Buildings, 
SW1 for £173 million, 35-50 Rathbone Place, W1 to Great 
Portland Estates for £120million. 

Despite the wider economic uncertainty, the shortage of 
available stock and strong investor demand is likely to keep 
pressure on prime yields, which remained stable at 4.00% for 
lot sizes sub £10 million and at 4.25% for £10-£80 million.

West End: Vacancy Rates 2002-2011 Q3
Source: Jones Lang LaSalle
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The City Office Market

Occupier Take-up and Net Absorption
Just under 960,000 sq ft was let in Q3, a 40% improvement 
on the weak second quarter, but this was the lowest third 
quarter total since 2003. 

Volumes were driven by two deals in excess of 50,000 sq ft 
to Trowers & Hamlins at 3 Bunhill Row, EC1 and Expedia at 
the Angel Building, EC1. 

There have been only two transactions in excess of 50,000 
sq ft this year, compared with 15 at the equivalent period in 
2010. 60% of transactions in 2011 have been between the 
5,000 – 10,000 sq ft size bracket compared with 47% at the 
end of Q3 2010. 

The year to date total of 2.4 million sq ft is nearly half of that 
transacted at the equivalent period last year. 1.4 million  
sq ft was under offer at the end of September, and we 
expect to see larger requirements such as Aon complete  
in the final quarter. 

The Service Industry and Professional Services sector 
dominated take-up in Q3 accounting for 48% and 26% 
respectively. The Banking & Finance sector accounted for 
11% of the total compared with 31% last quarter. 

Net absorption was negative at -730,000 sq ft, as take-up 
failed to absorb new supply. This is the first negative figure 
since 2009 and we expect the medium term outlook to be 
modest at best in light of current economic concerns.   

Occupier Demand
Active occupier demand increased for the third consecutive 
quarter, up 11% to 5.9 million sq ft as 42 new active 
requirements totalling nearly 1 million sq ft were registered. 

Overall requirement volumes ended the quarter 14% ahead 
of the 10 year annual average at 10.1 million sq ft. 

Demand from the Service Industry continued to dominate 
volumes, notably active requirements, accounting for 42% 
compared with 36% last quarter. Increasingly, major West 
End occupiers particularly the TMT and media subsectors 
are being forced to search more widely across Central 
London due to the lack of supply for large units. 
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City: Vacancy Rates 2002-2011 Q3
Source: Jones Lang LaSalle
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Existing Supply and the Development Pipeline
Overall supply increased 10% over the quarter to 8.2 million 
sq ft. Increases were driven by additions to Grade A supply, 
up 13% as one new build (Cannon Place, EC4) and several 
refurbished schemes came to the market. 

As a result, overall vacancy rates increased from 6.9% to 7.6% 
and Grade A from 3.9% to 4.4%. 
 
3.5 million sq ft was under construction speculatively at the end 
of September compared with 3 million sq ft last quarter. 
  
Over the third quarter four schemes totalling 966,000 sq ft 
commenced speculatively, the most notable – 20 Fenchurch 
St, EC3 totalling 694,000 sq ft (delivery 2014). 

Rents
Prime rents remained stable for the fourth consecutive 
quarter at £55.00 per sq ft. Rent free periods assuming  
a 10 year term remained at 22 months. 

However, iconic buildings such as the Heron Tower, EC2 
achieved rents of c.£63.50 per sq ft for mid tower floors. 
 

Investment Volumes and Yields
Investment volumes totalled £940 million, just under half 
of that transacted in Q2. However, the year to date total 
of £4.3 billion is 33% ahead of the equivalent period last 
year. Volumes were driven by UK and overseas institutional 
purchases comprising 33% and 22% of the total respectively. 

Year to date, overseas purchasers have invested £2.5 
billion, 58% of the total, compared with £1.9 billion (31%)  
at the equivalent period last year. 
 
Four deals in lot sizes over £100 million took place over the 
quarter, accounting for 57% of the total. The most notable 
was the acquisition of Tower Bridge House, E1 by the 
Malaysian Employees Provident Fund. 

The amount of available stock increased significantly 
towards the end of Q3, with close to £4 billion of product 
potentially in play. 70% of these sales are driven by short 
term debt maturities and / or fund redemption issues. 

Prime yields for all lot sizes remained stable at 5.25%.

“The amount of available stock 
increased significantly with £4 billion 
of product in play.”

City: Prime Headline and Net Effective Rents
2002-2011 Q3
Source: Jones Lang LaSalle
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Occupier Take-up and Net Absorption
Deals to EMA, British American Tobacco and Oracle drove 
the market to a quarterly take-up volume of 345,200 sq ft. 
This compares with 22,100 sq ft let last quarter. 

The most notable deal was at 25 Churchill Place, where  
EMA took a pre-let on 250,000 sq ft over the basement –  
9th floors. Work on the tower is likely to commence in Q4 
2011 and there will be a speculative element of 272,000 sq ft.

Occupier Demand
Occupier demand increased 44% over the quarter to 
1.9 million sq ft. The large increase is a result of Google 
widening their Central London search area to include 
the East London market for their 400 -700,000 sq ft 
requirement. 

An additional three new requirements were registered over 
the quarter, the largest from a professional services occupier 
seeking 300,000 sq ft.

Existing Supply and the Development Pipeline
Overall supply increased 9% over the third quarter, due to 
the completion of 1 Stratford Place, totalling 128,000 sq ft. 

As a result overall vacancy rates increased to 8% and 
Grade A increased to 7%.  

Rents
Prime rents remained stable at £38.50 per sq ft although 
higher rents were achieved in both tower floors and pre-lets 
at Canary Wharf.

Investment Volumes
There were no investment transactions in the third quarter.

“Occupier demand increased 
44% over the quarter.”

The Docklands & East London Office Markets

Docklands: Take-Up 2002-2011 Q3
Source: Jones Lang LaSalle
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Docklands: Demand 2002-2011 Q3
Source: Jones Lang LaSalle
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Docklands: Vacancy Rates 2002-2011 Q3
Source: Jones Lang LaSalle
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25 Churhill Place, E14
Area: 250,000 sq ft
Tenant: EMA
Reported Rent: £46.50 per sq ft
Building Status: Site

11-12 St James’s Square, SW1
Area: 81,840 sq ft
Purchaser: EPF
Reported Price: £147.50 m
Est Initial Yield: 5.4%

1 Kingsway, WC2
Area: 24,890 sq ft
Tenant: Tate & Lyle
Reported Rent: Confidential 
Building Status: New

10 Brock St, Regents Place NW1
Area: 145,000 sq ft
Tenant: Debenhams plc
Reported Rent: £50.00 per sq ft
Building Status: Under Construction

30 Crown Place, EC2
Area: 189,000 sq ft
Purchaser: Hannover Leasing
Reported Price: £139 m
Est Initial Yield: 5.10%

4 Harbour Exchange, E14
Area: 58,480 sq ft
Tenant: British American Tobacco
Reported Rent: c.£21.00 per sq ft
Building Status: Second Hand

Ibex House, 42- 47 Minories, EC3
Area: 194,200 sq ft
Purchaser: Overseas institution
Price: c.£64m
Yield: c.7.75%

Headline Transactions

West End

Docklands & Canary Wharf

City

Rathbone Place, W1
Area: 222,275 sq ft
Purchaser: Great Portland Estates
Reported Price: £120 m
Est Initial Yield: N/A

3 Bunhill Row, EC1
Area: 99,050 sq ft
Tenant: Trowers & Hamlin
Passing Rent: £44.30 per sq ft
Building Status: Second hand

Heron Tower, EC2
Area: 12,940 sq ft
Tenant: Bank Snoras
Reported Rent: £62.50 per sq ft
Building Status: New
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Definition of Terms
Floorspace Threshold – Data refers to office floorspace in units of 5,380 sq ft and above.

Grading – A subjective assessment taking into account specification, floorplate efficiency  
and image.

Take-Up – Floorspace acquired for occupation by leasing, pre-leasing or purchasing a freehold 
or long leasehold interest.

Supply – Floorspace which is on the market and available for occupation. Floorspace which 
is under offer prior to a contractual commitment is included. Speculative development prior to 
practical completion is excluded.

Speculative Development – Floorspace under construction or comprehensive modernisation 
which will be available for speculative letting (or sale). The forecast of development  
completions relates only to developments currently under construction.

Net Absorption – a measure of the change in occupied stock between periods.

Demand – Some applicants search across two or three market areas. In such cases their 
demand appears in the total for each area. However, when calculating total Central London 
demand, duplicates are eliminated.

Active Demand – Organisations with a declared requirement for office accommodation which 
are actively in the market to acquire floorspace in the short term.

Please note – the Docklands and East London market now include Stratford.

Potential Demand – Organisations with a potential requirement for office accommodation, but 
without a finalised brief in terms of timing.

Prime Rent – An opinion of the highest rent (excluding incentives) achievable upon a letting 
agreed at the quarter-end of a notional 10,000 sq ft unit of the best quality office space in a 
prime location.

Net effective rents are calculated against our prime headline rent values and assume a 10-year 
term, a notional three month fit-out period and amortisation over 10 years. In practice net 
effective rents are subject to far more variability related to the specific characteristics of the 
individual premises.

Prime Yield – An opinion of the net initial yield which would be appropriate for a freehold 
Grade A office investment in a prime location let at a current market rent to a tenant with a 
strong financial covenant.

Investment Turnover – Capital transactions comprising freehold and long leasehold acquisitions 
for investment, owner occupation or development. Corporate transactions are excluded.

Town Planning

LEGISLATIVE CHANGES – HIGHLIGHTS

Greater London Authority
The London Plan July 2011 has now been published and 
replaces the London Plan (consolidated with alterations  
since 2004).

A revised Draft London View Management Framework SPG 
July 2011 based on the London Plan 2011 has been published 
for consultation. The framework introduces a new view from 
Parliament Square to the Palace of Westminster and policy 
references to the new London Plan. The consultation period 
closes on the 28 October 2011.

The Draft Olympic Legacy SPG based on the London Plan 2011 
has been published for consultation. The guidance addresses 
the key strategic planning issues for the Olympic site and the 
surrounding area. The consultation period closes on the  
18 November 2011. 

Boroughs
The City of London adopted its Core Strategy on 8 September 
2011. Consultation on the Development Management DPD 
which will complement the Core Strategy closed on  
30 September 2011. 

Tower Hamlets’ Draft Bromley-by-Bow Masterplan SPD has 
been published for consultation. The consultation period closes 
on 24 October 2011.

Southwark closed consultations on the Affordable Housing 
SPD on 30 September 2011. 

To discuss how these changes may affect your development, 
contact Guy Bransby on 020 7399 5409 or Jeff Field on  
020 7852 4742.
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