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With political unrest and market turbulence seemingly 
behind us, 2020 was meant to herald a period of relative 
calm, meaning firms would be able to enact both short and 
longer-term occupational strategies. Aberdeen City Council’s 
programme of building upgrades, improving IT infrastructure 
and attracting businesses back into the city centre were 
gaining traction. Furthermore, with the price of oil stabilising, 
associated companies were advancing plans on new 
investment. However, the global spread of Covid-19 and the 
containment measures imposed, quickly reversed optimism, 
altered business focus and hindered transactional ability.

Whilst 2019 recorded the commencement of several new oil 
fields, 2020 was characterised by the deferral of development 
projects. Confidence and market conditions, however, have 
since improved buoyed by the ongoing rollout of vaccines and 
an improving economic outlook. Moreover, the global  
oil inventory drawdown has resulted in Brent Crude Oil  
pricing to increase to circa $65/bbl at the time of writing, 
justifying new investment planning in the North East oil sector 
for 2021 onwards.

Environmental, social and governance (ESG) initiatives are 
rising on the agenda, with energy companies required to 
create a strategy on decarbonisation and reshaping their 
businesses for the future. The pandemic has accelerated a 
number of technology advances that will enable restructuring. 
With a greater focus on reducing emissions also, opportunities 
in wind, carbon capture, utilisation and storage, and hydrogen 

will continue to grow. A continuing shift in market structure  
is expected, with the newer breed of oil companies  
expanding their operations through acquisition of  
assets, mergers and takeovers.  

The role of the built environment is changing. Owners and 
operators are increasingly embracing new demand to provide 
flexibility in leasing and occupational cost structures, whilst 
designing attractive and green spaces for workers.

I N T R O D U C T I O N
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In the case of “raw” office and industrial land, we have probably been 
in hibernation for four years now and there have been few, if any, pure 
land sales. By “raw”, we mean land that has not previously been built 
on and is serviced and ready to build on. Whilst there is little evidence 
of this type of transaction, the market sentiment is that sellers are 
looking for north of £250,000 per acre, with buyers willing to buy at 
around £200,000 per acre. The only transaction that gives an insight 
as to what the market is doing is the sale of approx 20 acres of busi-
ness land at The Core, where it is believed that the buyer paid less that 
£100,000 per acre for fully serviced land. The most active Land and 
Development sector in 2020 has been driven mainly by the punitive 
empty business rates regime. A double whammy of limited market 
demand for commercial business space and the empty rates burden 
has meant that what were once “assets” are turning into liabilities. The 
Totem for what was going to happen was forged in 2019 with the sale 
of Silverburn House, Bridge of Don. This was a property that had been 
bought for £23m and was sold for £1m only 7 years later. In 2020 we 
have seen a raft of distressed sales of once valuable office or hotel 
buildings at bargain basement prices.

These include:

•    The former Wood Group site at Dyce sold for £600,000 to Clowes 
Developments – now partly demolished and part re-sold, remaining 
in business use.

•    Kirkhill Business Park on Dyce Drive, Dyce sold to Knight Property 
Group for less than £1m – perfectly functional pavilion offices demol-
ished and being replaced by industrial.

•    Atholl House on Guild Street sold to Cater Homes for £200,000 – 
plans to convert and extend for PRS use.

•    The Treetops Hotel sold for over £4.5m – this site destined to its 
most valuable use which is residential. 

In all of the above cases, the key determinants were limited market de-
mand and crippling empty rates bills. It is hard to analyse these deals 
to calculate the price per acre paid, but my view is that the first three of 
these purchases have probably cost the purchaser between £140,000 
- £220,000 per acre after you add back the demolition costs. One 
thing for sure is that demolition contractors are making hay even when 
the sun isn’t shining!

It is fair to say that the year 2020, as far as land development 
and housebuilding was concerned, can best be described as 
subdued. Covid-19 and the low oil price conspired to make 
2020 a very difficult year within which to make land investment 
decisions. And as often happens in such economic conditions, 
the easy thing to do is not make any decisions on capital 
expenditure. The outcome being that the market usually 
freezes or falls.

With regard to land, it could be argued that the residential 
market has gone into hibernation. Traditionally land owners 
(usually farmers) are willing and able to wait for the market to 
recover before they sell.

There have, however, been transactions involving house 
builders at Countesswells Village (Barratt acquisition of a 425 
unit site); Rowett at Bucksburn (again Barratt buying); CALA 
acquiring land at Persley, Bridge of Don. 

Most of these sales are subject to confidentiality clauses but 
we believe pricing was at similar levels to 2019, and in the case 
of the Countesswells deal, there would have been a significant 
quantum discount.

CONCLUSION

When we are released from Covid-19 restrictions, we expect 
demand on all fronts to increase, however we do believe that 
will take a couple of years to consolidate. We cannot see 
any increase in business land values in the next two years 
but would hope that there are at least a handful of sales 
to occupiers or developers. From discussions with house 
builders and our peers in the residential land market, we 
believe that land values will remain much as they have been for 
the last three years but that “premium” family home sites will 
increase in value.

We sincerely hope that someone in the position of power 
makes sense of the current Business Rates system, adapting 
it for the times we live in. It simply is not fair as it exists and 
leads to behaviour that is wasting perfectly good buildings 
and is without doubt environmentally unsustainable. Finally 
on a Scotland-wide view, we can only see the emerging PRS 
(Private Rental Sector) , BTR ( Build to Rent) and affordable 
housing sectors growing and we predict that we will see 
massive investment in this arena over the next five years. 

THE TWENTIES, A DECADE OF RENEWAL AND THE CURSE OF 
EMPTY BUSINESS RATES

L A N D  &  D E V E L O P M E N T
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C A P I T A L  M A R K E T S

2 0 2 0 :  A  R E V I E W
Investment volumes for the office and industrial sectors in 
Aberdeen totalled a combined £19m, compared on a like 
for like basis against £185m in 2019 and £206m in 2018. 
All bar one of the transactions (E7 Aberdeen Gateway) 
were sold or marketed prior to the first lockdown with some 
requiring re-negotiation or delayed completions. Other stock 
was brought onto the market in Q1 2020, but most were 
subsequently withdrawn when Covid-19 caused the first 
lockdown with viewings and surveys unable to take place. 
The largest investment which remained on the market was 16 
North Esplanade West, let to Neptune Energy with c.9 years 
unexpired term, which is now currently under offer.  

The largest transaction of last year was Urban Logistics REIT 
PLC’s purchase of 25 Wellheads Terrace, comprising a 62,810 
sq ft industrial unit let to Iron Mountain on a recently agreed 10-
year (with five-year tenant only break option) lease extension. 

The average industrial yield last year was 9.92%. The notably 
keener yield paid for E7 Aberdeen Gateway (which was let to 
ERIKS with unexpired term of 11 years) was demonstrable of 
the continued demand for assets which benefit from; strong 
covenants, long unexpired terms (10 year +), high-quality 
buildings and prime locations. In fact, demand for property 
investments with this type of profile are arguably set to 
increase due to the prolonged low interest rate environment. 

In 2020, we started the year with optimism backed by improved investor sentiment towards the key property markets of offices 
and industrial. While this was not expected to bring about a complete return to the highs of 2012-2014, it was becoming more 
widely recognised that the city offered favourable value when compared against the shrinking returns in competing UK regional 
cities. Obviously, few predicted what would happen next. An oil price crash, complete shutdown of the property markets during 
the first lockdown and restrictions of some form for the remainder of the year. All of this had a profound effect and the result was 
investment volumes for office and industrial transactions dropping to an all-time low. How will it recover? Will it recover? We are 
posed with the same questions that have grown all too familiar, but this time there are possible silver linings. 

Property Sector Size  
(sq ft) Price Net Initial 

Yield Seller / Purchaser 

Millennium House, 
Aberdeen Innovation 
Park, Bridge of Don

Office 9,710 £850,000 13.97% Faro / Private 

Craigshaw Business 
Park, West Tullos Office 60,844 £4.65m 8.15% (triple 

net) Aviva / XYZ

E7 Aberdeen Gateway 
Business Park, Cove Industrial 19,500 £3.325m 6.75%

Balgownie Development Company 
/ The Council of the Borough of 
Charnwood

25 Wellheads Terrace, 
Dyce Industrial 62,810 £5.50m 8.53% Wordie Properties / Urban Logistics 

Plc 

Airport Commerce 
Park, Dyce Industrial 17,040 £1.187m 11.39% Private / Private 

Unit 6A/B Greenwell 
Road, East Tullos Industrial 20,077 £1.7m 13.42% Wordie Properties /  

Greenbell Investments Ltd 

CUT House, Aberdeen 
Energy Park, Bridge 
of Don

Industrial 17,429 £1.584m 9.52% Cutting Underwater Technologies / 
Peter Steven Estates

Largest Transactions (Beige indicates KF involvement
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N E W  B E G I N N I N G S
Aberdeen is familiar with hard knocks; it’s been here before. 
The public and private sector industries and the city’s people 
are known for their resilience. The events of the past year 
have also accelerated several trends and in the North East 
none more so than the push to a renewables-based future. 
With Aberdeen being home to the skills, expertise, onshore 
and offshore infrastructure, it should be extremely well 
placed to capitalise on this accelerated movement. While 
this fundamental change in the local economy takes shape, 
we will of course see the impact of the pandemic continue to 
have consequences for the North East commercial property 
markets. In the short to medium term we envisage:    

•    Yields to move outwards on most industrial and office stock. 
The exception will be for those buildings that are high quality 
let to strong covenants on long leases, which we expect 
continued demand at all lot size levels.  

•    We are already seeing yields sharpen greatly for assets let 
to those sectors which have performed strongly during the 
pandemic namely; food retail and logistic distribution.  

•    A further yield differential will emerge between buildings 
which have strong green credentials and/or let to tenants 
involved heavily in renewables compared to those that are 
not. 

CUT House, Aberdeen

  North Espalande West

INVESTMENT VOLUMES TABLE
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O F F I C E S
The recovery of the energy sector in 2019 market boosted 
occupational take up to over 530,000 sq ft, the highest 
level since the oil crash in 2014. Oil price was at $64/bbl 
at the start of 2020 and we witnessed a strong start to 
2020 due to renewed occupier confidence. Take up in 
Q1 was 170,000 sq ft, well ahead of the five year quarterly 
take up average of around 95,000 sq ft, however, when 
the pandemic struck and the first lockdown come into 
force, take up fell dramatically and oil prices plummeted 
to under $15/bbl before rebounding back to average  
$43/bbl for the year.

KEY TRANSACTIONS
(Beige indicates KF involvement) 

Property Occupier Size sq ft 

Aberdeen International Business 
Park, Dyce BP 102,331

The Quad, Howemoss Avenue, Dyce Stork 55,257

Wellheads Crescent, Dyce C7 Health 19,233

Ground Floor, Kirkhill House 
Aberdeen Business Park, Dyce Expro 16,212

Capsule Suite at Union Plaza

Unsurprisingly, Energy & Utilities have been the most active 
sector in 2020 accounting for 47% of take up. Construction and 
Engineering accounted for 20% of deals done with professional 
services in third place with approximately 7%.

Two emerging sectors in Aberdeen are Tech and Life Sciences 
with a market share of 5% and 6% respectively. 
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DEVELOPMENT PIPELINE

The development pipeline mainly consists of proposed 
schemes only. None of these are likely to begin works 
unless a pre-let is secured or a sustained market recovery 
is recognised. The only exception to this is the two new 
speculative offices in Westhill developed by Knight Property 
Group, totalling 21,100 sq ft. 

OUTLOOK

Moving into 2021, the roll out of vaccines have created greater 
optimism and allowed business strategy to focus beyond the 
crisis. The much-debated shift away from offices is now widely 
dispelled, contrasting the viewpoint that the “office was dead” 
early in pandemic, although a blended approach to enable a 
mix of office and home working is likely to be adopted by many 
companies.

There will be greater importance placed on securing the best 
quality space as well as amenities that supports the well-being 
of staff, meaning competitive pressure on prime office stock 
availability in 2021.  

2020 OFFICE MARKET OVERVIEW
The total take-up of office space in Aberdeen in 2020 
was 457,661 sq. ft. Although 14% down from 2019’s total, 
it represents Aberdeen’s second-best year for office 
occupational take-up since the 2014 oil price crash.

The Covid-19 imposed restrictions clearly had an impact on 
both the volume and size of deals throughout 2020, with some 
companies taking the opportunity to conduct a strategic review 
of their occupational requirements. Only 54 deals completed 
throughout the year, compared with 84 deals in 2019. However, 
eight deals over 10,000 sq ft and 155,926 sq ft of transactions 
in Q4, would indicate that Aberdeen out performed many 
other regional cities and remains an attractive location for 
businesses.

The largest deal of the year was at Aberdeen International 
Business Park in Dyce, with BP committing to a 102,000 sq ft 
new North Sea Headquarters. Other highlights included Stork’s 
55,000 sq ft acquisition of The Quad in Dyce, C7 Health 
purchasing a 19,200 sq ft office and Expro taking occupation of 
over 16,000 sq ft at Aberdeen Business Park.

Prime city centre headline rents remain at £32.50 per sq ft for 
new build City Centre developments and we anticipate these 
to remain static for the remainder of 2021 and into 2022, albeit 
underpinned by large incentives. 

Total supply in Aberdeen is currently sitting at around 2.58m 
sq ft nonetheless, we are seeing reasonably healthy enquiry 
levels for Grade ‘A ‘supply with a continued flight to quality 
away from traditional townhouse cellular offices to modern 
energy efficient open plan offices. New build and good quality 
re-furbished property have a considerable advantage over 
older, poorer quality stock. Approximately 186,000 sq ft of 
functionally obsolete office stock was sold to developers 
for alternative use, such as PRS schemes or Industrial 
developments. 
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Take Up 

2020 saw headline take up of 722,000 sq ft, which was just 
above the total figure of 719,000 sq ft recorded for 2019 and 
higher than the five-year average of c.650,000 sq ft. There was 
however a significant fall in the number of transactions  
concluded from 92 in 2019 down to 72 in 2020. A large part 
of this can be attributed to the strictest lockdown measures 
imposed during Q2 of 2020, where only 7 transactions were 
recorded. A usual quarter would typically have 20 – 25  
transactions recorded. 

Although the overall take up figure of 722,000 sq ft is a huge 
positive, this does not in our opinion accurately reflect the 
market. Firstly, included within this overall figure is 52,463 sq ft 
to Amazon, who have taken a ground lease of a 6.67-acre site 
and purpose built their own temporary warehouse. 

Additionally, during 2020 there were a larger number of indus-
trial properties sold at auction, usually due to a lack of interest 
from traditional marketing amongst other factors. The result 
of this was several properties being sold for record low capital 
values, due to several factors such as market demand, building 
configuration and condition. The take up of properties sold at 
auction totalled c.80,000 sq ft, selling to a mixture of owners, 
occupiers and investors planning to refurbish and remarket at 
a later date.   

The industrial property market in Aberdeen is dominated by the Oil & Gas sector, now rebranded as the Energy sector, and  
activity is driven by oil price confidence. 2020 provided a perfect storm of a collapse in oil price in March / April and lack of  
economic confidence as a result of Covid-19, which resulted in the market stalling. Despite this, overall performance remained 
broadly similar to 2019. Although, the oil price has made a good recovery to over $60/bbl, market dynamics remain largely  
unchanged from 2020.

I N D U S T R I A L

2020 PROVIDED A PERFECT STORM OF A COLLAPSE IN OIL PRICE 
IN MARCH / APRIL AND LACK OF ECONOMIC CONFIDENCE AS A 
RESULT OF COVID-19, WHICH RESULTED IN THE MARKET STALLING. 
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SUPPLY AND DEMAND 
In last year’s report, we suggested that there may be a short-
age of industrial supply. Despite challenging market conditions 
and lack of demand for larger stock, we still believe this to 
be the case. Total industrial supply has increased to around 
3 million sq ft from 2.85 million in 2019 and we expect this to 
rise further as larger energy companies look to consolidate 
operations. 

Although total industrial supply appears to far exceed demand; 
a significant part of the supply figure includes properties that 
are no longer fit for purpose, too large as a single site or at the 
end of their economic life cycle. The demand that continues 
to exist is mainly for new or well refurbished properties that 
occupiers can move into with minimal disruption, of which we 
believe there is sub 300,000 sq ft of available space. 

The relative lack of supply of industrial stock meeting occupier 
requirements will ensure two areas of activity. Speculative de-
velopment will continue, albeit on a smaller scale until there is 
further confidence in the property market and wider economy. 
Secondly, existing Landlords will need to carry out compre-
hensive refurbishment programmes to ensure their properties 
meet occupier expectations. 

A recent example of this is the significant refurbishment at 
Aberdeen One by Titan Investors of a previously dilapidated 
70,000 sq ft warehouse. Ahead of the refurbishment conclud-
ing FedEx have committed to a 15-year lease on 47,000 sq ft. 
The property had previously sat vacant for a number of years 
following relocation by Total to purpose-built premises. 

Outlook
Looking ahead, we believe 2021 will continue to be a challeng-
ing market with most significant activity taking place in the 
second half of the year, once restrictions have eased and con-
fidence returns to the workplace. We do believe there will be 
an element of pent-up demand, particularly at the smaller end 
of the market as the economic landscape becomes clearer. 
The continued increase in the oil price with a pick up in drilling 
activity will help determine this. Our five predictions for the year 
ahead are:

•    Speculative development from local developers will continue, 
albeit on a smaller scale, and continue to be successful.  

•    We will witness more demolition / reconfiguring of industrial 
property throughout the year, as owners become increas-
ingly frustrated with the vacant holding costs. Up until this 
point it has mainly been office accommodation subject to 
demolition. 

•    Total take up in 2021 will fall under the six-year average of 
650,000 sq ft. 

•    The number of transactions will increase with the average 
size of unit decreasing.  

•    There will be continued pressure on headline rents on 
second-hand properties, in some cases we believe headline 
rents will reduce slightly as a result of increased competition, 
particularly from new build properties. 

Property Occupier Size  (sq  ft) 

Units 2 & 3 Birchmoss Park, Echt Schlumberger 72,571

Unit 1 Aberdeen One, Crawpeel Road, Altens FedEx 47,000

Plot 1 Cairnrobin Business Park, Portlethen Amazon 52,463*

M1 & M2 Minto Drive, Altens Grampian Continental 52,723 

Former Richard Irvine House, Hareness Road, Altens AGD Duff & Partners 47,710 

Site 5 Endeavour Drive, Westhill Tetra 22,885 

KEY TRANSACTIONS
(Beige indicates KF involvement) 
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Work will be where connectivity is
Digital transformation will be a high business priority in 2021. 
The Covid-19 crisis has further evidenced the important role 
that technology holds in boosting productivity and perfor-
mance, as well as maintaining current and future service deliv-
ery. Achieving business agility and resilience - an aspiration for 
firms before Covid-19 – enables businesses to swiftly react to 
the fast pace of market change and more fundamentally busi-
ness survival. Moreover, digital connectivity can aid business-
es in addressing wider societal issues such as cutting carbon 
emissions by reducing the need to commute and enabling the 
efficiency of buildings. Cities, districts and buildings that have 
made infrastructure a priority will therefore carry favour in the 
location choice of companies.  

What about the other crisis? The Climate
Whilst Covid-19 has rightly consumed attention over the past 
12 months prior to the pandemic, ESG integration remains a 
topic of urgent action. The environmental component was of 
particular focus, with real estate recognised as holding a key 
role in achieving sustainability targets. 

The built environment accounts for 40% of total UK carbon 
emissions and 32% of landfill waste comes from construction 
and demolition of buildings, with the UK Government now pro-
posing to raise the minimum EPC rating to B by 2030. 

Covid-19 will clearly bring challenges in relation to the expect-
ed tightening of budgets. New development projects aimed 
at achieving zero carbon credentials for example may now 
question viability if lower rental growth is the result of weaker 
economic conditions.

Fundamentally though, occupiers are beginning to demand 
buildings that reflect their own ESG targets and values - at-
tracting the next generation/war for talent. As such, firms will 
look to partner with landlords more collaboratively to achieve 
ESG targets - both at the leasing stage and throughout the 
course of the lease. 

F I N A L  T H O U G H T S
F A C T O R S  F O R  2 0 2 1

DIGITAL TRANSFORMATION WILL BE A HIGH BUSINESS  
PRIORITY IN 2021. THE COVID-19 CRISIS HAS FURTHER 
EVIDENCED THE IMPORTANT ROLE THAT TECHNOLOGY HOLDS 
IN BOOSTING PRODUCTIVITY AND PERFORMANCE, AS WELL AS 
MAINTAINING CURRENT AND FUTURE SERVICE DELIVERY.

Slow road to reopening offices even after Covid-19
The return to physical spaces post-pandemic will be slow and gradual. As re-occupancy becomes a reality for more businesses, 
implementation through experimentation of workable and healthy working patterns will emerge. The capacity constraints within 
existing office portfolios will force companies to adopt hybrid workstyles, with a clear distinction between staff working at home 
or in the office. This will be a difficult balance for business leaders to strike from both an operational and managerial perspective. 
Nonetheless, increasingly businesses are looking beyond the crisis, recognising that businesses are immeasurably weaker with-
out recourse to an identifiable collective hub. 
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