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LARGE PRE-LET COMMITMENTS AND SPECULATIVE STARTS PROVIDE SOME OPTIMISM 
FOLLOWING LOW TAKE-UP IN 2020
Total take-up across the Big Nine cities amounted to 5.6 million sq ft during 2020, which is 33% down on the 
ten-year average and compares to 6.2 million sq ft in 2009, the lowest annual figure following the Global 
Financial Crisis.

The city centre and out-of-town markets were affected to 
a similar extent and, in most cities, take-up was severely 
impacted by the pandemic. However, activity remained 
robust in Newcastle and Bristol, which fared the best of 
the nine cities.

Activity improved as the year progressed, with Q4 
take-up amounting to 1.5 million sq ft, 25% down on the 
ten-year average but an improvement on the previous 
quarter and double the amount transacted during Q2, 
the spring lockdown.

During an unprecedented time of uncertainty for the 
office market, there were some encouraging signs of 
activity towards the end of the year. We have seen a 
number of pre-letting deals, such as 175,000 sq ft to BT 
in Manchester and 121,000 sq ft to Legal and General 
in Cardiff and on the supply side various speculative 
schemes across several cities have recently started onsite.

There has been a shift in sectoral activity during 2020. 
The strong demand that we have seen from central 
Government and flexible workspace providers in recent 
years, has understandably been much more subdued. 
Looking forward, the Government now seems committed 
to relocating 22,000 civil service posts outside London, as 
part of the levelling up agenda. The intention is to build 
more than the 15 hubs constructed during the first phase, 
with no indication that the project will be scaling down.

The flexible workspace environment however is likely 
to be more nuanced. Whilst a number of providers are 
seeing difficulty, we are seeing increasing evidence of 
occupiers looking to incorporate greater flexibility into their 
occupational estates – in our Fit for Future report, launched 
in late 2020, 85% of companies surveyed expect their 
estate to become more flexible. In light of this opportunity, 
and against a backdrop of IWG publicly closing offices, in 
Manchester we saw Deloitte take 35,500 sq ft at WeWork 
as well as Hana committing to additional space.

Whilst we have seen activity understandably muted during 
the course of the year, and a number of requirements 
shelved – we are of course in a recessionary environment - 
organisations are giving careful consideration to what they 
require from their office space. According to Fit for Future, 
55% of occupiers expect their workplace to be redesigned 
to improve productivity, with 98% aware that health 
and wellbeing is an important strategic driver for their 
workplace. As a result, those occupiers who are able to take 
a longer term view – usually larger companies with larger 
requirements – are re-entering the market with renewed 
certainty around the type of the space they need to 
encourage better use of their office space in the long term.

Nevertheless, in the short term we do expect to see levels 
of availability increase, albeit from low levels, as occupiers 
look to mitigate cost. Total availability across the Big Nine 
reached the lowest point in 15 years during Q1 2020, 
having halved since 2013. 2020, however saw available 
space increase by 17%, with tenant space, a relatively 
small portion of the market, increasing by 71%. This 
trajectory is likely to continue in the short term, which will 
create a wider differentiation in rental tones between the 
prime and secondary markets.

There have been a handful of speculative schemes 
start construction in Bristol, Leeds, Manchester and 
Newcastle, totalling 900,000 sq ft. This is partly a function 
of the Brexit uncertainty of the past few years and the 
reluctance to build speculatively but also a recognition 
that this will be sought after by occupiers. As an example, 
the EQ scheme in Bristol is indicative of what occupiers 
will be looking for: well located, high quality space with 
particularly strong environmental credentials and large 
amounts of space devoted to health and wellbeing.

Headline rental levels have largely sustained throughout 
the pandemic and in some cases increased as landlords 
have held firm, although some rent-free periods have 
moved out slightly. This is supported by the MSCI monthly 
index which shows that average rental growth for regional 
offices increased by 1% during 2020.

Occupier market 
 in brief

1,574,854 sq ft

5.6 million sq ft

£31.94 psf

TOTAL TAKE-UP IN Q4

UNDER CONSTRUCTION

HEADLINE RENTS AVERAGE

SKEWED TOWARDS

MANCHESTER

30%
BRISTOL

11%
GLASGOW

24%

DOWN ON THE 10 YEAR QUARTERLY AVERAGE

CHARLES TOOGOOD
Principal and Managing Director, 
National Offices Team

City Centre

1,031,735 sq ft

Across all nine cities

Out-of-town

543,119 sq ft

25%
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of activity towards 
the end of the year. 
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number of pre-letting 
deals and on the 
supply side various 
speculative schemes 
across several cities 
have recently started 
onsite.
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Occupier data
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City Property Occupier Sq ft

Manchester Four New 
Bailey BT 175,683

Cardiff

Interchange 
Building, 
Central 
Square

Legal and 
General 121,256

Leeds 123 Albion 
Street

StepChange 
Debt Charity 45,893

Bristol Trinity Quay DAS UK 37,828

Manchester Hanover Deloitte 35,582

City Property Occupier Sq ft

Birmingham
One Blythe 
Gate, Blythe 
Valley Park

Lounge 53,882

Glasgow 64-68 Finnieston 
Square, Skypark Spire 29,511

Manchester Trafford House, 
Southmoor

Manchester 
University 
Hospitals 
Trust

17,191

Leeds
Call House, 
Enfield Street, 
LS7

Undisclosed 15,618

Newcastle Hawthorne, 
Jarrow Essentra 15,241

TAKE UP (SQ FT) TAKE UP (SQ FT)TOP FIVE DEALS TOP FIVE DEALS

Location Rent (£)  
Q4 2020

Rent free  
(mths on 10 yr term)

Net effective 
rent*(£)

Net effective rent (£)  
Q4 2019

Edinburgh 37.00 15.00 33.30 32.40

Manchester 38.50 26.00 31.12 30.11

Glasgow 34.50 15.00 31.05 29.25

Birmingham 37.00 24.00 30.53 28.46

Bristol 35.50 21.00 30.18 30.63

Leeds 32.00 24.00 26.40 24.75

Newcastle 26.00 18.00 22.75 22.75

Cardiff 25.00 18.00 21.88 21.88

Liverpool 22.00 24.00 18.15 17.74

Average 31.94 20.56 27.26 26.44

HEADLINE RENTS (£PSF)

*including rent free period less three month fit-out.

Location Rent (£)  
Q4 2020

Rent (£)  
Q4 2019

Birmingham 26.00 25.00

Leeds 24.75 24.75

Manchester 24.00 24.00

Bristol 23.50 23.50

Edinburgh 22.50 22.00

Newcastle 16.95 16.95

Glasgow 16.50 16.50

Cardiff 15.50 15.00

Liverpool 14.00 14.00

Average 20.41 20.19

HEADLINE RENTS (£PSF)



Occupier charts

BIG NINE AVAILABILITY & VACANCY RATE

ANNUAL TAKE UP QUARTERLY TAKE-UP

HEADLINE RENTS

TAKE-UP BY KEY SECTORS
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Q4 VOLUMES PROVIDE THE BUSIEST QUARTER OF THE YEAR
Investment volumes across the Big Nine cities totalled £580 million during the final quarter of 2020, 2% up on 
the ten-year average and the busiest quarter of the year. However, with slower activity in the previous two 
quarters, the total for 2020 amounted to £1,501 billion, down 34% on the ten-year average.

Activity in Q4 provided a positive statement for the 
office market, as there were four large deals between 
£85 million and £120 million. These were led by two 
in Manchester: Helical sold the Powerhouse Portfolio, 
comprising three Manchester office assets for £119 
million and Warrington Borough Council forward 
funded BT’s new super Hub at 4 New Bailey for £112 
million, reflecting a yield of 4.25%.

Oval Real Estate purchased 1 Colmore Square in 
Birmingham for £87 million and M7 bought Bridgwater 
Place in Leeds for £84 million, who will be listing the 
asset on the IPSX property exchange along with its 
other acquisition of the Mailbox in Birmingham.

For the year as a whole Manchester led the activity at 
£325 million, bolstered by the Q4 deals, followed by 
Birmingham on £278 million and Bristol, Leeds and 
Edinburgh at circa £200 million of transactions each.

Interest from overseas buyers and UK property 
companies remain with activity accounting for 40% 
and 33% respectively in 2020. However, institutional 
investment was subdued, at 14% of volumes.

Towards the end of 2020 a number of assets came 
to the market, but many have yet to transact. Whilst 
there is interest in these opportunities, mainly 
from overseas investors, vendors’ and purchasers’ 
expectations on pricing are not quite aligned. There 
are also logistical issues with the travel restrictions 
that Covid lockdown brings.

We expect sentiment to remain subdued for the first 
quarter of 2021 while tough lockdown restrictions 
remain, but once these are eased, we anticipate 
continued investment activity for prime city centre 
offices and in some well-located out-of-town 
developments where there are strong levels of 
occupational demand. However, there is likely to 
be an increase in the yield gap between prime and 
secondary property as investors continue to favour 
grade A, long income and good covenants. How 
investors will react to occupiers’ desire for greater 
flexibility in lease terms post-Covid remains uncertain.

The average of prime yields across the Big Nine ended 
the year at 5.31%. This has remained steady over the 
past few quarters and compares to a cyclical low of 
5.08% at the end of 2018. On the MSCI monthly index 
average equivalent yields for all regional offices are 
currently at 7.46% (December), compared to 6.93% a 
year earlier.

Investment market 
 in brief

£580 million

2%

TOTAL FOR Q4

VOLUMES BY INVESTOR TYPE

MANCHESTER

£235m

UP ON THE 10 YEAR QUARTERLY AVERAGE

BIRMINGHAM

£100m

MARK WILLIAMS
Principal and Managing Director, 
Regional Investment

4.75% 4.50%

VOLUMES BY CITY

PRIME YIELD PREVIOUS PEAK (2007)

UK PROPERTY 
COMPANY

42%

UK  
INSTITUTION

5%

LEEDS

£100m

OVERSEAS 
INVESTOR

30%

We expect sentiment 
to remain subdued 
for the first quarter 
of 2021 while tough 
lockdown restrictions 
remain, but once 
these are eased, we 
anticipate continued 
investment activity 
for prime city centre 
offices.
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Investment data
TOTAL INVESTMENT VOLUMES

Q4 2020 £580 million

Compared to: 

£523m  
(previous quarter – Q3 2020) 

£640m  
(a year ago – Q4 2020)  

£568m  
(ten year quarterly average) 

INVESTMENT VOLUMES BY CITY ANNUAL INVESTMENT VOLUMES

INVESTMENT VOLUMES BY QUARTER TOP FIVE DEALS – Q4 2020

Date Property City Purchaser Vendor Price 
(£m) NIY (%)

Nov-20 Powerhouse 
Portfolio Manchester Pictet Alternative Helical Plc 119 5.20

Oct-20 New Bailey, 4 Manchester Warrington 
Borough Council

Muse Developments 
Ltd 112  4.25

Oct-20 Colmore Square, 1 Birmingham Oval Real Estate Legal and General 
UK PF 87 6.20

Nov-20 Bridgewater Place Leeds M7 Real Estate CPPI Bridgewater 
Place LP 85 6.60

Nov-20 Quartermile 3 Edinburgh KanAm Grundinvest 
Fonds M&G Real Estate 45 4.62
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Investment data
AVERAGE PRIME YIELDPRIME CITY CENTRE YIELDS

Location Q4  
2020

Q3  
2020

Peak 
(2007)

Birmingham 5.00 5.00 4.50

Bristol 5.00 5.00 5.00

Cardiff 5.75 5.75 5.00

Edinburgh 4.75 4.75 4.75

Glasgow 5.00 5.00 4.75

Leeds 5.25 5.25 4.75

Liverpool 6.00 6.00 5.50

Manchester 5.00 5.00 4.50

Newcastle 6.25 6.00 5.25

REGIONAL OFFICE YIELDS VS 10 YEAR GILTS

INVESTOR VOLUMES BY PURCHASER TYPE – 2020
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Total office activity for 2020 amounted to 520,000 sq ft in 
the city centre and 172,000 sq ft out-of-town, 29% and 48% 
below their respective averages. The city centre market 
performed better than the out-of-town market largely due 
to its strong performance at the beginning of the year, 
whereas during Q4 the out-of-town market proved more 
robust. The largest deal of the quarter was 53,882 sq ft to 
Lounge at Blythe Valley Park, Solihull and in the city centre 
the largest deal was 14,208 sq ft to Axa Insurance at St 
Philips Point.
While several enquiries have been temporarily put on hold, we 
expect requirements to re-emerge as the year progresses and as 
uncertainty lifts, as there are plenty of significant lease events from 
structural demand over the next 12 months. Requirements are 
healthier for better quality space which may help underpin prime 
rental levels, although we expect an increase in secondary office 
vacancy rates. In the medium-term Birmingham will benefit from the 
Government’s ‘levelling up’ agenda, which aims to move thousands 
of civil servants out of London. In fact, plans for the Government 
Property Agency’s third hub in Birmingham are well underway.

There is currently 434,000 sq ft of immediately available grade A 
space in the city centre and two further speculative developments 
under construction. 228,000 sq ft 103 Colmore Row is fully available 
and due for completion this summer and 280,000 sq ft 1 Centenary 
Way, Paradise is due to complete towards the end of 2022, where 
70,000 sq ft is already under offer and architects have been 
appointed on the next phase, 3 Chamberlain Square. In addition, 
CBREGi have just commenced the major refurbishment of 8/10 
Brindleyplace (213,000 sq ft), which completes in Q3 2022.

HEADLINE RENT

KEY SECTOR ACTIVITY 2020

508,000 sq ft

0%
prelet

5%

TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

One Blythe Gate, Blythe 
Valley Park

OOT 53,882 Lounge

St Philips Point CC 14,208 Axa Insurance

Unit 7, Quartz Point OOT 6,180 Lely

York House CC 5,900 Swift ACI Limited

Radcliffe House, Solihull OOT 4,797 Shakespeare Martineau

UNDER CONSTRUCTION

PRIME YIELD

Q4 TAKE-UP

Telecommunications 

51%

Birmingham

City Centre
40,398 sq ft

City Centre
£37 per sq ft

Out-of-town
80,423 sq ft

Out-of-town
£26 per sq ft
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The occupier market has remained robust in Bristol during 
2020 in comparison to other cities. Total activity for the city 
centre and out-of-town markets amounted to 775,000 sq ft, 
around 13% below the ten-year average in both markets.
This healthy performance was enhanced by some exceptional deals 
earlier in the year (74,000 sq ft to Osborne Clarke at Finzels Reach 
and 132,000 sq ft to Babcock at Bristol Business park) as well as 
170,000 sq ft of activity in the city centre during Q4. This included 
key deals to DAS UK at Trinity Quay (37,828 sq ft) and Jacobs UK 
Limited (35,291 sq ft) at One Glass Wharf.

While several requirements have downsized and been delayed since 
the summer, we are aware of substantial requirements that are 
still active in the city centre, including 50,000 to 60,000 sq ft to BBC 
studios, which we understand to be under offer.

On the supply side there has been a major boost to the market as 
CEG has started on site with its 184,000 sq ft EQ development. The 
scheme has strong environmental credentials and large amounts of 
space devoted to health and wellbeing.

In addition, the speculative 92,000 sq ft Distillery at Glassfields and 
the 201,000 sq ft 1 Assembly (fully pre-let by BT) are both due to 
complete during the first half of the year. One Portwall Square and 
Halo at Finzels Reach are also due to complete later in 2021, with 
just under half of the total 150,000 sq ft still available.

Headline rents remain at £35.50, although higher rents have been 
achieved on a small number of sub-10,000 sq ft lettings. However, 
rent-free periods have started to move out.

HEADLINE RENT

KEY SECTOR ACTIVITY 2020

621,000 sq ft

45%
prelet

5%

TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

Trinity Quay CC 37,828 DAS UK

One Glass Wharf CC 35,291 Jacobs UK Limited

33 Bristol CC 22,734 Orega Management Limited

Building 135, Aztec West OOT 13,809 Fertility Bristol Ltd

Severn House, Stoke Gifford OOT 11,892 MoD

UNDER CONSTRUCTION

PRIME YIELD

Legal services 

23%
Property 

8%

Q4 TAKE-UP

Engineering consultancy 

29%
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HEADLINE RENT

KEY SECTOR ACTIVITY 2020

227,000 sq ft

53%
prelet

5.75%

TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

Interchange Building, Central 
Square

CC 121,256 Legal and General

Churchill House CC 6,694 Careers Wales

101 St Mary Street CC 6,461 Hamlyn Williams

Longcross CC 5,600 Outsource Strategies

Cambrian Buildings CC 4,750 Longmead

UNDER CONSTRUCTION

PRIME YIELD

Banks & building societies

7%

Q4 TAKE-UP

Property 

8%

Cardiff

City Centre
159,641 sq ft

City Centre
£25 per sq ft

Out-of-town
7,169 sq ft

Out-of-town
£15.50 per sq ft
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The Cardiff office market received a significant boost 
during Q4 following Legal & General’s 121,256 sq ft pre-let 
at Interchange development at Central Square. As such, 
Q4 was by far the strongest quarter of the year, bringing 
total take-up for 2020 to 305,000 sq ft, although 39% below 
the ten-year average. The number of transactions was 
significantly down in 2020 to 60, compared to an average of 
110 over the previous five years.
Elsewhere during the quarter, there were three deals more than 
5,000 sq ft including Hamlyn Williams taking 6,461 sq ft at 101 Mary 
Street and Careers Wales taking 6,694 sq ft at Churchill House.

There continue to be significant requirements in the market, with 
HM Courts Service looking to consolidate their footprint in the city 
and a number of professional service businesses actively looking 
for space. There are also large indigenous companies such as PwC, 
HSBC and Arup with lease events in 2022, that are currently looking 
at various options. 

However, we do not expect to see many new entrants during 2021 
and there is already evidence of several occupiers downsizing their 
requirements. Furthermore, while there is relatively little evidence 
so far, we are already seeing a handful of occupiers putting ‘grey’ 
space onto the market and we expect this trend to continue.

Whilst the city has seen a significant amount of development over 
the last few years, there is currently a lack of readily available 
grade A office supply. However, this is likely to change in the short-
term with 2021 due to see the completion of 109,000 sq ft John 
Street development. In addition, we expect to see work start on 
the 220,000 sq ft Ledger Building as part of the mixed-use Central 
Quay development.

Insurance 

60%



HEADLINE RENT

KEY SECTOR ACTIVITY 2020

571,913 sq ft

61%
prelet

4.75%

TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

10 George Street CC 20,072 ARUP Group

Quartermile One CC 9,565 Parsely Box

Block C, Kittle Yards CC 9,542 Third Equation

25 MelvilleStreet CC 6,105 Rulelist Holdings Ltd

7 Castle Street CC 5,398 NCM Finance

UNDER CONSTRUCTION

PRIME YIELD

Engineering consultancy 

8%
Utilities 

7%

Q4 TAKE-UP

Insurance 

71%

Edinburgh

City Centre
95,616 sq ft

City Centre
£37 per sq ft

Out-of-town
12,224 sq ft

Out-of-town
£22.50 per sq ft

TAKE-UP

0

200,000

400,000

600,000

800,000

1,000,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Sq
 F

t

Out-of-Town City Centre Five year average Ten year average

Total office take-up for 2020 was relatively robust following 
Baillie Gifford’s acquisition of 280,000 sq ft at Haymarket 
during Q3, although elsewhere, activity has been 
unsurprisingly scarce. Take-up amounted to 473,000 sq ft 
in the city centre and 90,000 sq ft out-of-town,17% and 58% 
below ten-year averages.
The number and size of deals in the city centre picked up in Q4 and 
was a significant improvement on the previous two quarters. The 
largest deal was 20,100 sq ft to Arup Group at 10 George Street and 
there were also six deals between 5,000 sq ft and 10,000 sq ft – the 
majority of which involved ‘best in class’ space as occupiers focus 
on upscaling the quality of their offices. This included transactions 
to Parsley Box at Quartermile 3, NCM Finance at 7 Castle Street and 
Crown Estates Scotland at Quartermile 2.

There are a handful of other grade A deals that did not cross the line 
so we should see a decent level of take-up during Q1, though the 
positive momentum that was building towards Christmas has fallen 
back a little as lockdown restrictions have increased.

With a number of occupiers delaying their requirements for the 
time being, there is likely to be an element of pent-up demand later 
in the year. In the short term, the development pipeline remains 
relatively limited although we expect to see the supply of second-
hand space increase, partially as a result of the Baillie Gifford deal, 
as they look to come out of other occupied properties.

In the out-of-town market, Mapeley sold the 90,000 sq ft Grayfield 
House in Bankhead for redevelopment from offices to urban 
logistics: 165,000 sq ft of industrial and warehousing space is 
proposed across 20 units ranging from 3,400 sq ft to 25,000 sq ft.
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KEY SECTOR ACTIVITY 2020

1.4 million sq ft

80%
prelet

5%

TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

64-68 Finnieston Square, Skypark OOT 29,511 Spire

Kilpatrick House, Hamilton 
International

OOT 13,520 Daisy Corporate 
Services

Skypark 5, 45 Finnieston Street OOT 9,612 Pursuit Marketing

1 Centura Court, Hillington Park OOT 9,184 Magdalene Ltd 
(Morrison Utilities) 

G1, George Square CC 7,831 BLM

UNDER CONSTRUCTION

PRIME YIELD

Q4 TAKE-UP
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In Glasgow, the strongest performance was in the out-
of-town market during 2020 and this remained the case 
during Q4, as it accounted for the largest four deals, led by 
29,500 sq ft to Spire at Skypark and 13,520 sq ft to Daisy 
Corporate Services at Hamilton International.
Total take-up in the Glasgow office market amounted to 623,105 
sq ft during 2020, 328,125 sq ft in the city centre and 294,980 sq 
ft out-of-town, 50% and 10% below respective ten-year averages. 
A number of requirements remain on hold in the city centre but 
we are aware of some substantial active requirements including 
75,000 sq ft for Transport for Scotland and a number from public 
sector bodies with upcoming lease events. Once occupiers have 
greater clarity on office use, we do expect some pent-up demand, 
particularly in the city centre. These requirements are continuing 
to evolve, but there is an underlying theme of greater flexibility and 
good quality offices, for which there remains a short supply.

We are likely to see an increase in grade A availability during 2021, 
as a number of occupiers potentially look to try and sub-let space. 
While there continues to be a lack of readily available grade A office 
stock in the city centre, developments are scheduled to complete 
this year. These include 300,000 sq ft at 177 Bothwell Street, where 
25% remains available, as well as 94,500 sq ft Cadworks on Cadogan 
Street and 97,000 sq ft 2 Atlantic Square, with both fully available.

While oven ready development sites include future phases at 
Buchanan Wharf, The Grid, and Broadway 2, these are yet to start, 
and the short-term development pipeline remains constrained. 
Grade A supply in the medium term is likely to be further delivered 
through refurbishment space, with Onyx on Bothwell Street 
already under construction and 6 Atlantic Quay, 200 Broomielaw, 
200 Renfield Street and 50 Bothwell Street all due to kickstart 
during 2021. The story of tight supply is the same in the out of 
town market, with little to no available space to the west of the 
city. In the east of the city, we expect to see continued activity at 
Maxim Business Park where demand has persisted throughout the 
turbulence of 2020.

Insurance 

12%
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244,879 sq ft

0%
prelet

5.25%

TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

123 Albion Street, Leeds CC 45,893 StepChange Debt Charity

Call House, Enfield Street OOT 15,618 Undisclosed 

6 East Parade CC 13,142 Planet-U

Rofta House, Rudgate, 
Thorp Arch

OOT 9,300 Core Care Holdings

Bank House, Park Place CC 8,524 Mphasis

UNDER CONSTRUCTION

PRIME YIELD

Q4 TAKE-UP

Leeds
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£32 per sq ft

Out-of-town
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£24.75 per sq ft
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There has been a subdued level of take-up activity in the 
Leeds office market during 2020 but there is encouraging 
news for the year ahead with two large pre-lets soon 
expected to complete and the largest speculative scheme 
across the regional cities recently underway at 244,000 sq 
ft 11 and 12 Wellington Place.
Take-up in 2020 amounted to 490,000 sq ft across the Leeds market, 
around 46% below the ten-year average in both the city centre and 
out-of-town markets. Q4 showed a similar pattern of activity, with 
one stand-out deal of 45,900 sq ft to StepChange Debt Charity at 
123 Albion Street.

Two exceptional pre-let deals are expected to complete during 
Q1: DLA Piper are lined up for 85,000 sq ft at City Square House, 
although this is a reduction on the 110,000 sq ft expected pre-Covid 
and an indication of the rationalisation in space that occupiers are 
looking to achieve.

The largest out-of-town deal for several years is also expected to 
transact: a 135,000 sq ft pre-let to Lovell Financial at Thorpe Park 
Business Park. The company has retained its pre- Covid requirement 
due to the security nature of the business.

In terms of future demand, we are aware of two circa 30,000 sq 
ft to 40,000 sq ft requirements in Leeds city centre. There are 
also a number of sub-5,000 sq ft requirements including one to 
the Department of Work and Pensions, who are also lined up to 
take 22,000 sq ft at Navigation Warehouse in Wakefield. With the 
reduction in requirements and return of grey space, we expect 
an increase in supply levels but expect occupiers to target better-
quality space, so prime space will perform better than secondary.

For some time now there has been very little immediately available 
grade A space in Leeds city centre. However, the speculative 244,000 
sq ft 11 and 12 Wellington Place has recently started on site, with a 
completion date at the end of 2022. A further speculative scheme 
is also expected to get underway this spring. Vastint is due to 
begin construction on the next phase of its Aire Park scheme, the 
centrepiece of the South Bank district regeneration project. The 
300,000 sq ft office development will include ground floor retail and 
leisure, alongside a new two-hectare city centre park.
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160,000 sq ft

44%
prelet

6%

TOP RECENT DEALS

Property CC / OOT Sq ft Occupier

No 1 Tithebarn CC 18,473 Disclosure & Barring Services

No 1 Tithebarn CC 16,017 Carpenters

Atlantic Pavillion CC 15,000 Dane Group

Edward Pavilion CC 12,700 Taylor Wessing

UNDER CONSTRUCTION

PRIME YIELD
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Central government 
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Q4 TAKE-UP
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Demand in the Liverpool office market remains active at 
the very small end of the market, but we do not expect it to 
pick up for the majority of medium to large size occupiers 
until at least the second half of 2021. Take-up for 2020 was 
very subdued, amounting to 130,000 sq ft in the city centre, 
which is the worst on record and 75,000 sq ft out-of-town, 
60% below the ten-year average.
However, there are a number of active requirements in the market 
and plenty of viewing activity, but the current uncertainty means 
decisions are being delayed and occupiers are not relocating 
or committing to new space. With an ongoing review of future 
occupational requirements, many of the larger occupiers are looking 
to reduce their footprints by 40% to 50%.

Consequently, we are likely to see an increase in the amount of 
“grey space” coming to the market over the next 12 months. Some 
of this will compete with existing grade A & B refurbished supply. 
We expect new grade A to be in the form of refurbishments and 
landlord-led flexible space as occupiers identify less but better-
quality space.

The next phase of office developments such as Pall Mall and 
Liverpool Waters are likely to require significant long lease pre-let 
commitments before starting on-site. However, across the river on 
the Wirral, there are currently two grade A speculative schemes 
under construction, which are the first on Merseyside since 2011. 
Hythe at Wirral Waters (25,000 sq ft) is being developed by Peel 
and will be completed later this year and Building A2 in Birkenhead 
Town Centre (58,000 sq ft) is scheduled for completion in mid-2022.
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1.67 million sq ft

51%
prelet
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TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

Four New Bailey  CC 175,683 BT

Hanover  CC 35,582 Deloitte

Landmark  CC 28,185 Hana

Trafford House, Southmoor  OOT 17,191 Manchester University 
Hospitals Trust

Trinity  CC 15,826 Kennedys 

UNDER CONSTRUCTION

PRIME YIELD

Q4 TAKE-UP
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A number of key deals were signed in the Manchester 
office market during Q4, which brought a positive end to 
the year and a considerable improvement on the previous 
two quarters. There was more depth to the market in 
terms of number and size of deals in Q4, with total city 
centre and out-of-town take-up of almost 500,000 sq ft, just 
below the quarterly average. This brought the 2020 total 
to 1.3 million sq ft, 37% down on the ten-year average - 
800,000 sq ft of which was in the city centre.
BT’s agreement to take 175,000 sq ft at New Bailey was the stand-
out deal and a significant boost to the market, although it is a 30% 
reduction on its original requirement. Further key transactions 
were a significant boost to the flexible workspace sector as Deloitte 
agreed a 35,000 sq ft deal at WeWork’s Hanover building and Hana 
has agreed a 28,000 sq ft letting at Landmark, St Peter’s Square.

There are a healthy number of requirements in the market and 
we believe that mid-size requirements will rebound in time, as 
businesses take a view on their occupational needs and the benefits 
of good quality office space.

There remains a healthy level of pent up demand and despite 
current restrictions we are confident this will come forward over 
the next quarter. Reduced near-term requirements mean that we 
are seeing an increase in availability, which will continue this year. 
However, we also believe that demand for good quality grade A 
space will continue as occupiers put value in the quality of their 
accommodation. This is encouraging for the speculative space 
completing this year at developments such as Circle Square, the 
Lincoln Building and 11 York Street. In further positive news BAM 
have recently started on site at 4 Angel Square, a 198,000 sq ft 
office development. Plans for further schemes are being actively 
progressed as some property companies reconsider residential 
schemes and there are several refurbishment schemes underway.

A new record headline rent for Manchester was set twice in 2020, by 
Fieldfisher at 1 Spinningfields and Grant Thornton on 14,000 sq ft at 
Landmark, increasing to £38.50 psf. With relatively robust demand 
for quality space, we could expect to see rents hold up at the top 
end of the market and perhaps even grow further.

Out-of-town, there was 272,667 sq ft of deals in the South 
Manchester market during the year and 226,598 sq ft in Old 
Trafford and Salford Quays, 52% and 28% below their respective 
averages. The largest deals were 38,900 sq ft to trade Union USDAW 
at Voyager in Salford Quays, 25,568 sq ft to Marlowe Fire & Security 
at 5 Central Park and 23,580 sq ft to Tech Mahindra at The Vic, 
MediaCityUK.

Telecommunications 

24%
Accountancy & consultancy 

7%



Newcastle saw robust office leasing volumes during 2020 
given the economic backdrop, totalling 629,200 sq ft across 
the whole market, 8% below the ten-year average.
The out-of-town market was more dominant than usual, accounting 
for 76% of all take-up for the year, although during Q4 the largest 
deal was in the city centre, 25,482 sq ft to NHS charity Rococo at I 
Carliol Square. Out-of-town there were five deals more than 5,000 
sq ft, the largest of which was 15,241 sq ft to Essentra.

Immediate demand requirements look healthy for the year ahead, 
with Invest in Newcastle continuing to receive north shoring and 
reshoring interest from companies attracted to the city by the 
competitive low-cost base.

The city centre continues to be the focus for office development. 
The Lumen is letting well and The Spark - not due to complete until 
2022 - is already seeing significant interest. As a result, with a lack of 
any ‘grey space’ returning to the market in the short-term, we expect 
vacancy levels to remain relatively low.

Looking further ahead, construction has started on Ask Real Estate’s 
70,000 sq ft One Strawberry Lane, following forward funding from 
Canada Life, with the building already let to the Home Group on 
a 30-year lease. Elsewhere, Bank House on Pilgrim Street is under 
construction and due to complete in 2023.

HEADLINE RENT

KEY SECTOR ACTIVITY 2020

227,000 sq ft

0%
prelet

6.25%

TOP FIVE DEALS Q4

Property CC / OOT Sq ft Occupier

I Carliol Square CC 25,482 Rococo (NHS Charity)

2nd Floor, Hawthorne, Jarrow OOT 15,241 Essentra

2 Silverton Court OOT 10,070 Purefishing

Windsor House, Doxford, 
Sunderland

OOT 8,900 True Cost

45 Edgerton Court OOT 5,124 AD Network Solutions Ltd

UNDER CONSTRUCTION

PRIME YIELD

Q4 TAKE-UP
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Lease 
 Advisory
The current landscape of the 54 Act Renewal Market
“SHOULD I STAY OR SHOULD I GO”
With the pandemic ongoing, challenges persist in the lease 
renewal market, where tenants are facing continued business 
uncertainty and paying for space not currently occupied.

Pre-Covid office lease renewals were typically five years 
term certain. However, post Covid many businesses are 
uncertain about their occupational requirements, reflecting 
the disruption caused by the pandemic to the business 
and understanding the business landscape both in the 
short and medium term. Many businesses are still working 
out their forward strategy and as a result, tenants are 
delaying decisions, to consider their options around current 
occupational requirements, cost containment initiatives and 
flex working strategies.

LEASE RENEWAL CONSIDERATIONS
Tenants at lease renewal ideally want greater lease flexibility 
given the impact of Covid on business uncertainty. A tenant 
is likely to want a shorter term certain at renewal than at 
the initial point of acquisition, in any case. This is due to 
the tenant’s level of investment in the property. For office 
tenants, they are less likely to incur major refit-out cost on 
renewal than at the acquisition stage, as the initial fit out 
typically represents the major capital investment in the space.

From a landlord viewpoint, office lease lengths tend to be 
cyclical. In 2008, the longer lease length provided resilience 
to a weak occupier market. However, during the recent rising 
markets, long leases are less able to take advantage of the 
positive reversion opportunity in comparison to shorter 
leases. Shorter lease terms require landlords to be more 
proactive in their approach to asset management.

Supply shortages persist in the regional city centre markets 
which strengthens landlords’ negotiating position, whereas 
tenants are looking to landlords to be much more willing to co-
operate, bearing in mind the lack of use during the pandemic. 
Whilst there is evidence of an increase in grey space, this is 
unlikely to impact on the current market situation.

LEASE RENEWALS UNDER THE ‘54 ACT
The lease duration is contained within Section 33 of the ‘54 
Act and is interlinked with the options to break, be it landlord, 
tenant or mutual breaks and the regularity of those breaks. The 
parties are free to negotiate the length of term. The maximum 
term that can be ordered by the court is 15 years. The courts will 
give consideration to factors including the negotiating balance 
between the parties; the length of the previous term and 
tenant’s period of occupation; intentions of the tenant towards 
the ongoing business and the equity as between the parties.

Witness statements are an intrinsic part to credibly understand 
the parties’ position for lease duration under the ‘54 Act renewal 
proceedings. Witness statements cannot be too generalist: in 
reality they should reflect the needs of the subject property. 
In our experience, office tenants will need to rely on credible 
witness statements, including board decisions or evidence of fact 
to justify the level of lease flexibility required. It would be difficult 
to mention the current circumstances without material evidence 
as to the consequence on the business and impact on the future 
property requirements. Landlords, on the other hand, may not 
want to renew with tenants on potential flexible terms and may 
look at the opportunity to repurpose assets to achieve higher 
values within their witness statements.

LEASE RENEWALS OUTSIDE THE ‘54 ACT (INC SCOTLAND)
Tenants who have no renewal rights are left in a precarious 
situation. They will need to determine both their business 
requirements and be aware of the strength of the occupier 
market at an earlier stage. This is despite a greater degree of 
uncertainty as a result of Covid. Landlords could exert pressure 
on tenants, but this will be down to the local occupier market 
dynamics and income risk.

CURRENT UPDATE
Tenants are using the court process even more to stretch out 
the timeline for lease renewals as a result of Covid reflecting the 
increased uncertainty. Landlords are typically looking to delay 
discussions to avoid being locked into a “soft” Covid transaction 
which would impact on future renewals. Most landlords are 
working with tenants to understand their occupational needs. 
Tenants are considering options for flexibility whereas landlords 
require certainty. Where both parties are keen to avoid the time 
and costs, interesting compromises are possible by agreeing 
transitional arrangements.

As a feature of the current Covid market situation, parties are 
agreeing transitional transactions to allow both sides visibility 
on the evolving market. These tend to be either tenancies at will, 
so that there is no LTA protection, or slightly more commonly, 
temporary deals either at concessionary rent for a defined 
period with a reversionary period thereafter. This reflects the 
markets and evidence emerging once normality has returned, 
rather than setting the terms during the period of transition.

Where tenants have been holding over under a ‘54 Act renewal, 
then the transitional period can be created by an interim rent 
position, which again may be suitable to both parties and 
especially landlords to avoid being locked into unattractive 
terms. The downside is the likely dispute around the interim 
period and the lack of certainty that brings to both parties whilst 
negotiating the terms of the renewal.

Avison Young has been involved in a number of differing 
transitioning arrangements and one size does not fit all, 
especially bearing in mind the parties’ requirements, 
concessionary rental arrangements that have already agreed 
between the parties and the local market dynamics.
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