
As the business community geared up for a potential no-
deal Brexit only to see its likelihood rescind the impact on 
property markets has been varied.

The sentiment around occupier demand is remarkably 
similar across Central London offices, regional offices and 
industrial and logistics; that take-up has fallen slightly year on 
year but that this has been driven in the most part by a lack of 
big deals, which are usually build to suits or pre-lets.

This comes as no real surprise as occupiers continue to 
wait and see what version of Brexit will be delivered before 
committing to large capital investments. The logical  knock 
on effect into build costs and timescales is that both would 
start to come down as contractors are able to deliver projects 
quicker and continue to price orders at a suitable level to fill 
their order books. 

It would seem that contractors expect this state of affairs 
to continue into the medium term as detailed with G & T 

reporting just 1% tender price inflation for 2019, 2020 and 
2021. This is reflected in our S.P.E.C.S index for the start 
of 2019 with a score for of minus three, which is the lowest 
quarterly score since the start of our survey.

WITH THE UK NOW 
IN THE PROCESS OF 
SEARCHING FOR 
ITS THIRD PRIME 
MINISTER IN FOUR 
YEARS THERE 
IS NO FURTHER 
POLITICAL  
CLARITY TO GIVE 
DEVELOPERS 
OR OCCUPIERS 
CONFIDENCE TO 
EMBARK ON LARGE 
SCALE PROJECTS. 
MANY OCCUPIER 
MARKETS STILL 
HAVE REMARKABLY 
LOW VACANCY 
RATES SO A 
WINDOW OF 
OPPORTUNITY 
REMAINS FOR 
DEVELOPERS WHO 
CAN LOOK PAST 
THE POLITICS.
Simon Collett, Head of 
Division

METHODOLOGY & 
APPROACH
Savills Building and 
Project Consultancy 
sector experts 
track build cost and 
programme timescales 
sentiment across 48 
separate markets and 
sectors. A high S.P.E.C.S 
score would mean 
that most sectors are 
experiencing upward 
cost and timescale 
pressure whereas a 
highly negative score 
would suggest that most 
markets and sectors are 
experiencing downward 
pressure. A score around 
zero suggest that build 
costs and programme 
timescales are largely 
static.

Offices -
Central London

Offices -
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Warehousing
<100,000 sq ft
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100,000 - 500,000 sq ft
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500,000+ sq ft

Central London  
prime residential

Central London 
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Regional 
mid-market residential

Foodstores

High street retail

Out of town retail

Shopping centre

Occupier 
fit-out timescales*

Occupier 
fit-out costs

New build and 
refurbishment 
timescales*

New build and 
refurbishment costs

Q1 2019 S.P.E.C.S Indicators

Source Savills Research   Note *Time taken from project sign off to commencement including procurement and delivery of building components 

Source Savills Research
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S.P.E.C.S score negative for first time
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Land values house prices and build costs index

Build costs forecasts vary

Date of 
Forecast

2019 2020 2021 2022

BCIS UK Avg Jan 2019 3.8% 4.0% 6.7% 6.0%

G&T Q4 2018 1.0% 1.0% 1.5% 1.5%

Arcadis Winter 2019 3.0% 3.0% 3.0% 3.0%

Turner & 
Townsend

Q1 2019 2.4% 2.9% 3.3% 3.6%

Gleeds Q1 2019 3.5% 3.9% 4.6% 4.9%

Mace Q1 2019 1.5% 2.0% 2.5% 3.0%

Will warnings from house builders start to filter into sentiment

UNDERLYING UNCERTAINTY AND 
POTENTIAL RISING BUILD COSTS FOR 
HOUSEBUILDERS
There is less appetite for risk among housebuilders in 
response to underlying market uncertainty, slowing 
sales rates, rising build costs and the government’s 
plan to end the Help to Buy scheme after March 2023. 
This in turn is suppressing land values, particularly 
in London and the South, where there is also falling 
house price growth. 

To mitigate risk, housebuilders are being selective 
about the sites they buy and are making use of 
their established land pipelines. They have built up 
strategic pipelines since recovering from the global 
financial crisis and have been drawing on these 
pipelines instead of relying on purchasing consented 
parcels for some time now. On average, the listed 
housebuilders currently have 4.5 years’ worth of 
land and source 32% of that land from their strategic 
pipelines. 

Savills plc: Savills plc is a global real 
estate services provider listed on 
the London Stock Exchange.  
We have an international network 
of more than 600 offices and 
associates throughout the 
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accuracy, Savills accepts no 
liability whatsoever for any direct 
or consequential loss arising from 
its use. The content is strictly 
copyright and reproduction of the  
whole or part of it in any form  
is prohibited without written 
permission from Savills Research.

James Wickens
Director
Building & Project 
Consultancy (residential)
020 7409 8041
jwickens@savills.com

Kevin Mofid
Director 
Commercial Research
020 3618 3612
kmofid@savills.com

Simon Collett
Head of Building & 
Project Consultancy
020 7409 5951
scollett@savills.com

Please contact  
us for further 
information

Savills team

Continued Brexit 
and labour market 
uncertainty is meaning 
contractors are 
reporting a “mixed 
bag” when it comes to 

what costs are rising 
and falling. In terms of 
our S.P.E.C.S sentiment 
index this suggest 
that the inputs are 
blended to reflect the 

fact our score currently 
remains static. With a 
paucity of large scale 
projects which may be 
exasperated by political 
uncertainly now may 

be the time to revisit 
procurement routes for 
certain commodities or 
services.

TIME TO REVISIT PROCUREMENT ROUTES?

Following the announced changes to Help to Buy 
from 2021, some housebuilders are starting to re-plan 
sites to include more smaller units that will qualify for 
Help to Buy under the new regional price caps.

Higher than expected build cost inflation in early 
2019 has been reported by housebuilders, driven 
by rising costs of resources and labour, due to a 
weakening pound and Brexit-related stockpiling of 
materials. According to current BCIS forecasts, build 
costs are predicted to rise by 3.8% in 2019,  whereas 
Gardiner and Theobald only expect them to rise by 
1%. Many housebuilders have expressed concern 
about increasing build costs in their recent trading 
statements. Persimmon forecasts build cost inflation 
of 4% this year and Taylor Wimpey predicts a 5% rise, 
higher than any of the current Tender Price forecasts.  
Most housebuilders are anticipating build cost 
inflation of 3-4% this year.

Source Savills Research
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