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■  Take-up for the first half of 2014 
was 254,157 sq ft, an impressive 
102% up on the same time in 2013 
and only 13% down on 2013 end of 
year figures.  

■  With the 150,000 sq ft BBC deal 
now likely to sign in mid 2015, we 
expect take-up to end the year at 
c.500,000 sq ft.  This is 69% up on the 
same time last year and 16% above 
the five year average.

■  Larger requirements circulating the 
market include, Legal and General, 
(80,000 sq ft), Geldards (30,000 sq ft),
Blake Morgan (30,000 sq ft), PwC 
(20,000 sq ft) and Cunningham Lindsey 
(20,000 sq ft).

■  Grade A supply continues to be 
restrained, even though 78,000 sq ft of 
space from the Welsh Government's 1 
Capital Quarter, just outside the prime 
CBD, came on stream last quarter.  
60% is already under offer. 

■  1.8% average growth per annum is 
expected over the next five years, with 
a return to rental growth from the end 
of the year onwards. 

■  Prime investments in the Cardiff 
are now expected to achieve yields of 
around 5.75%.

■  The fastest growing sectors will be 
predominantly office-based with the 
TMT sector forecast to see jobs growth 
of 2.1% per annum in Cardiff over the 
next five years.

The BBC have chosen to relocate their new Welsh HQ to Capital Square, where they will take a new 150,000 sq ft Foster & Partners designed building to be developed by Rightacres Property Company 

Ltd in partnership with Cardiff Council. 

“Market sentiment has 
improved, which has now 
started to reflect in the take-
up figures”  Gary Carver, Director, 
office agency, Cardiff
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deals under offer, including Velindre 
NHS Trust (36,200 sq ft), Finance 
Wales (22,000 sq ft), Cunningham 
Lindsey (20,000 sq ft) and Parsons 
Brinckerhoff (15,000 sq ft). 

■  From a supply perspective, Grade A 
supply continues to be restrained, even 
though 78,000 sq ft of space from the 
Welsh Government's 1 Capital Quarter, 
just outside the prime CBD, came 
on stream recently.  The fact that half 
the building is already under offer  to 
Finance Wales, Parsons Brinckerhoff 
and Alert Logic, shows the pent up 
demand in the market.  

■  Within current supply there is even 
less 'large floorplate' new space, 
and this is the trend that is starting to 
stimulate a rising interest in speculative 
office development in Cardiff.

■  After the success of 1 Capital 
Quarter, JR Smart developers have 
commenced works on 2 Capital 
Quarter, which will provide a further 
84,000 sq ft of new space.  It is 
anticipated that this will be completed 
by Christmas 2015.

■  With the BBC anchoring the Capital 
Square development, Rightacres are 
gearing up to build a 135,000 sq ft 
speculative scheme off the back of the 
BBC's move, which will be known as 
1 Capital Square.  Blake Morgan are 
expected to commit to 30,000 sq ft in 
the next few weeks.  

■  In addition, Rightacres will be 
submitting planning for 2 Capital 
Square, which will comprise a 100,000 
sq ft building.  Long-term, the scheme 

could see the development of up to 
one million sq ft of mixed use space.

■  The lack of available Grade A space 
will also provide good opportunities for 
good quality mid size refurbishments 
in the next 12 months, a quick way to 
deliver Grade A supply into greater 
market demand, as well as a way of 
upgrading the second-hand space in 
the market.

■  Plas Glyndwr and Oakleigh House 
are two good opportunities in this 
respect.  Plas Glyndwr (35,000 sq 
ft) has recently been purchased by 
Ardstone Capital, who are planning a 
comprehensive refurbishment of the 
building and will be seeking rents of 
£21 per sq ft.  Oakleigh House (40,000 
sq ft) has recently come to the market 
for sale and Cunningham Lindsey have 
stated their intention to vacate the 
property on lease expiry in 2015.

■  Although Cardiff welcomes 
speculative development to the city, 
with the Welsh Government planning 
to speculatively build 90,000 sq ft 
at Callaghan Square, there is still 
a concern that the Government's 
increased involvement in the private 
sector will have a negative effect on 
the property market, especially if they 
are encouraged to do 'soft' deals to 
attract local occupiers to the buildings 
they have developed.  This is likely 
to effect investor’s perception of 
growth and value in Cardiff as well as 
potentially pushing the city from under 
supply to oversupply.  

■  As we go through the second half 
of 2014, and as new developments 
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Supply has fallen by 8% over the first 
half of the year

Graph source: Savills Research Graph source: Savills Research

Occupational Market
■  The first half of 2014 saw a marked 
change in sentiment within the Cardiff 
office market, which has now started 
to reflect in the take-up figures.  As 
Grade A stock diminishes and 
occupier confidence continues to 
increase, the demand for modern 
efficient floorplates has started to 
increase.

■  Take-up for the first half of 2014 was 
254,157 sq ft, an impressive 102% 
up on the same time in 2013 and 
only 13% down on 2013 end of year 
figures.  Only 7% of take-up has been 
Grade A in the first half of the year, 
however, we expect this to increase as 
the deals at 1 Capital Quarter begin to 
sign over the course of the second half 
of the year.
 
■  With the 150,000 sq ft BBC deal at 
Capital Square, now likely to sign in 
mid 2015, we expect take-up to end 
the year at c.500,000 sq ft.  This is 
69% up on the same time last year and 
16% above the five year average.

■   As we predicted in our last report, 
the first half of 2014 has started to 
see the return of the larger deal to 
the market with three deals over 
25,000 sq ft.  IBO took 48,500 sq ft 
at Cardiff Gate and Shared Services 
have taken 39,500 sq ft at Companies 
House in the first quarter of the year.  
This trend continued as we moved 
through the second quarter of the year 
with a 46,851 sq ft freehold sale at 
Peterson House, Cardiff Gate to SSE, 
completing in April. 

■  There are also a number of larger 
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Positive sentiment has been reflected in the take-up



savills.co.uk/research  03  

September 2014

■  Aside from offices there has been 
an increase in asset management 
opportunities in the industrial market, 
also with a number of smaller lot 
sizes bought by Property Companies, 
looking to asset manage, then sell on 
to the funds at an enhanced value.  
An example being, Courtney House, 
Pacific Business park, Cardiff.

■  In summary, the main issue for 2014 
isn't a lack of money, but a severe lack 
of available and appropriate stock, 
whether this be prime or secondary

Outlook
■  Cardiff's office based employment 
will grow by an average of 1.7% per 
annum over the next five years.  This 
implies a net increase of 4,200 office-
based workers, which in turn will drive 
a steady level of demand for office 
space in the city.  

■  The fastest growing sectors will be 
predominantly office-based, with these 
sectors forecast to see jobs growth of 
more than 1.5% per annum. over the 
next five years.  This will translate into 
a steady recovery in take-up over the 
period 2014-2018. 

■  There are potential benefits to the 
BBC’s move, as the experience in 
Salford clearly shows.  They can play 
a leading role in helping to develop 
the wider creative economy within the 
region.  The TMT sector is forecast to 
see jobs growth of 2.1% per annum 
in Cardiff over the next five years, with 
the BBC move the likely catalyst for 
this growth. ■

provide a step change in rents, we 
expect 1.8% average growth per 
annum over the next five years.

Investment Market
■  Recovery in the regional markets 
is usually driven by UK institutions, 
who have now recognised the supply/
demand dynamic within the key 
regional cities. 

■ Yields have trended downwards 
over the first half of 2014, due to 
rising investor interest and the 
differential between London and the 
regional cities, with prime investments 
in the Cardiff office market now likely to 
achieve yields of around 5.75%.

■  In South Wales there were c.£77m  
office transactions in 2013, 47% up 
on 2012 (c.£53 m.).  However, 2014 
has seen an even bigger increase in 
volumes, with the first half of 2014 
only 3% down on the 2013 end year 
figure.  However, while transactional 
volumes appear to be up, there is a 
limited amount of stock on the market, 
with the majority of deals of smaller 
lot sizes.

■  There has also been a pick-up in 
investor demand for secondary assets 
where the yield has over corrected 
on the back of the last few years of 
heightened risk-aversion.  With a 
number of refurbishment opportunities 
transacting in the first half of the 
year, buildings such as the 34,792 sq 
ft Plas Glyndwr selling with vacant 
possession at £3.5m in June, which 
has the potential to generate asset 
management opportunities and 
increase value.

Expert view
Ross Griffin, Associate Director 
of investment in Cardiff, 
comments on the market 

There is currently a positive outlook for the Cardiff 
office market along with the other major regional UK 
cities.  The economic outlook has improved with UK 
growth at its highest since the 2007 peak.  Investors 
are once again acquiring on the back of the positive 
economic recovery helped by the major banks willing 
to lend once again.

Cardiff has a significant shortage of Grade A office 
space at present leading to more speculative 
acquisitions of vacant offices in strong locations 
where a successful refurbishment will lead to rental 
growth and significant increase in end values.  This 
was recently highlighted with the sale of the former 
Bank of Wales building known as ‘Plas Glyndwr'.  
This was acquired by Ardstone Capital for £3.50 
million reflecting £100 per sq ft.  There was significant 
interest and second round bids.  The building was 
sold via bank receivership.

Other recent sales of smaller scale offices in the City 
include the Bonded Warehouse and Columbus Walk 
offices, both are of a smaller lot size at between £1-
£1.25 million, both are situated approximately half a 
mile from the Callaghan Square office area around 
the city centre.  They were sold part vacant or with 
short unexpired lease terms and have been acquired 
by property companies off low capital values who 
will look to refurbish and re let at competitive rents 
in improving areas, looking to benefit from the 
improving locations and discounted rents to prime 
buildings.  Both of these buildings despite letting risk 
have been acquired at a significant discount to build 
cost.

We expect there to be significant investment demand 
and further yield compression for prime well let 
assets over the next 12-18 months with the likely 
forward funding and sales of assets in and around 
the Capital Square redevelopment at Cardiff Central 
Station.  We thus expect to see further downward 
pressure on yields to reflect anticipated rental 
growth on the back of the lack of Grade A stock and 
development over the last five years and increased 
levels of occupier take up.  

There is currently a significant lack of prime stock, 
with a huge amount of capital chasing this lack of 
product, leading to a number of banks bringing the 
more secondary/distressed stock to the market via 
portfolios.  With sentiment improving, they can now 
look to realise the sale of these assets that have 
caused significant issues in the last five years now 
having the opportunity to exit these bad loan books/
portfolios.
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Office investment levels increased in the first half of  
the year
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Definitions & statistical notes
Property 
criteria Transactions and supply recorded for units in excess of 1,000 sq ft

Top rent Highest rent achieved in one or more transactions in the given period

Grade A All new development, plus major refurbishments

Grade B Space previously occupied, completed or refurbished in the last 10 years

Grade C Space previously occupied, completed or refurbished more than 10 years ago

Take-up: Top rents (£ per sq ft) Prime yield

Full year 2013 295,178 sq ft £22 6.5%

1H 2014 254,157 sq ft £22 5.75%

End of 2014 outlook
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