
Post-Brexit gloom hits commercial property 
sector

KEY FINDINGS

Down to an 89-month low of -18.0% in July (June: 
-3.3%), the Total Commercial Development 
Activity Index – a net balance monitoring the 
overall performance of the UK commercial 
property sector – highlighted a sharp and 
accelerated contraction in activity.

Both public and private work declined, with the 
net balances posting -27.9% and -13.1% 
respectively.

Furthermore, the latest fall was widespread across 
the nine monitored sectors. The quickest 
contraction was registered for public retail & 
leisure projects. 

▪

▪

▪

FUTURE EXPECTATIONS

UK commercial developers remained pessimistic 
towards the prospects for activity in the coming 
three months. 

Moreover, the degree of negative sentiment 
worsened as indicated by the future expectations 
net balance falling from -4.5% in June to -6.6%, its 
lowest mark in over four-and-a-half years. 

Panellists expect falls in activity in office and retail 
& leisure, which they blamed on the impact of the 
referendum’s outcome on client confidence. 

▪

▪

▪

COMMERCIAL ACTIVITY AND UK ECONOMY

The chart to the right shows the Savills Total 
Activity Index against the UK Construction PMI®.

The UK Construction PMI® registered 45.9 in July, 
down fractionally from 46.0 in June and below the 
50.0 no-change threshold for the second month 
running.

This largely reflected the steepest fall in 
commercial building for over six-and-a-half years, 
alongside a drop in civil engineering activity for 
the first time in 2016. Residential construction also 
declined at a solid pace.

▪

▪

▪
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Total level of commercial activity  
compared with one month ago

July saw UK commercial activity dip at the 
fastest pace since early-2009, as indicated by 
the net balance recording -18.0%.

Both public and private commercial work 
decreased at sharp rates, with the respective 
net balances registering -27.9% and -13.1%.

▪

▪

Office activity
compared with one month ago

A net balance of -27.8% of UK commercial 
developers signalled falling levels of public 
office projects during July. This was the 
lowest reading in almost four years.

Private office work contracted at the quickest 
pace since October 2011, as indicated by the 
net balance dipping to -18.1%.

▪

▪

Retail & leisure activity  
compared with one month ago

July data highlighted the quickest drop in 
public retail & leisure activity for almost five 
years. The net balance declined from -17.6% 
to -32.0%.

The net balance for private retail & leisure 
work fell to an 89-month low of -22.9%, 
thereby pointing to a sharp rate of 
contraction.

▪

▪

New build activity  
compared with one month ago

Commercial developers across the UK 
signalled declines in both private and public 
new build activity during July.

The respective net balances recorded -12.4% 
(55-month low) and -19.7% (47-month low), 
both consistent with sharp rates of contraction.

▪

▪

Industrial/warehouse activity  
compared with one month ago

Industrial/warehouse projects in the UK 
decreased for the first time in nearly four 
years during July.

Falling from +4.3% in June to -8.3%, the net 
balance was at its lowest mark since June 
2012.

▪

▪
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Refurbishment activity  
compared with one month ago

Having stagnated in June, refurbishment 
projects in the UK decreased during July.

The net balance was at a seven-and-a-half 
year low of -10.7%. Moreover, the latest 
contraction was the first since August 2012.

▪

▪

Office fit-out activity
compared with one month ago

Office fit-out activity fell again in July, thereby 
stretching the current sequence of 
contraction to three months.

Furthermore, the rate of reduction 
accelerated to the quickest since June 2012, 
as highlighted by the respective net balance 
sliding to -16.2%.

▪

▪

Summary of activity in July
tables of data on page 4

July data pointed to a second straight 
monthly drop in UK commercial activity, with 
the pace of contraction the quickest in 
almost seven-and-a-half years.

Both public and private commercial projects 
fell at sharp rates, as indicated by the net 
balances recording -27.9% and -13.1% 
respectively.

Declines were seen across the nine types of 
activity monitored, with the downturn led by 
public retail & leisure work. 

July’s widespread drop in activity was the 
first since August 2012. 

▪

▪

▪

▪

Regional commercial activity
compared with one month ago

The downturn in commercial activity was 
broad-based by region in July, with declines 
seen in London, the South East and the ‘Rest 
of UK’. 

London recorded the quickest fall in 
commercial work since early-2009, with the 
net balance dropping to -20.9%.

A similar trend was noted in the South East, 
where the net balance of -20.0% was the 
lowest registered in seven-and-a-half years.

The ‘Rest of UK’ saw a relatively modest 
contraction in activity, as indicated by the 
net balance of -11.0%.

▪

▪

▪

▪
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Savills Building & 
Project Consultancy
Savills Building & Project 
Consultancy, the sponsor 
of the research, is active 
in providing development 
and construction advice 
throughout the UK and 
Mainland Europe. The team 
focus on commercial property 
primarily within the office, 
retail and industrial sectors. 
Specific services include 
due diligence, development 
monitoring, project 
management & rights to light 
consultancy. Savills undertake 
a full range of services 
including Agency, Investment, 
Valuation, Planning and 
Property Management.

About the report

The Commercial Development 
Activity report is derived from 
a monthly questionnaire to 
a panel comprising leading 
developers and contractors. 
The results show the 
percentage of respondents 
reporting an improvement, 
deterioration or no-change 
since the previous month. A 
positive net balance signals 
an increase (or improvement), 
a negative net balance a 
decrease (or deterioration). The 
higher/lower the net balance, 
the greater the rate of change 
signalled. 

IHS Markit

IHS Markit (Nasdaq: INFO) 
is a world leader in critical 
information, analytics and 
solutions for the major industries 
and markets that drive economies 
worldwide. The company delivers 
next-generation information, 
analytics and solutions to 
customers in business, finance 
and government, improving 
their operational efficiency and 
providing deep insights that 
lead to well-informed, confident 
decisions. IHS Markit has more 
than 50,000 key business and 
government customers, including 
80 percent of the Fortune 
Global 500 and the world’s 
leading financial institutions.  
Headquartered in London, 
IHS Markit is committed to 
sustainable, profitable growth.
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Summary data  
all data shown are % net balances (+/-)

 Total Regions Expectations   

     Rest of the Rest of   Retail & Industrial/ 
  Public Private London South East the UK    Total Office leisure warehouse

2013   +18.3	 +3.5 +27.0 +24.1 +24.2 +25.4	 +19.0	 +14.4 +18.4 +24.1  
2014   +25.0	 +9.2 +34.1 +21.2 +28.5 +30.3	 +24.6	 +20.5 +23.3 +29.7  
2015   +12.6	 	-1.2 +20.9 +13.3 +20.8 +18.3	 +18.4	 +13.9 +16.1 +25.0

Feb'16	 +11.0	 	-4.8 +19.2 +14.3 +10.0 +19.1	 +11.1	 +4.0 +8.0 +21.6
Mar	 +8.9	 	-5.7 +17.4 +6.8 +4.6 +12.1	 +2.3	 +1.0  -1.0 +6.7
Apr	 	-1.0	 	-20.9 +9.4 +4.2 +3.1 +4.2	 +1.6	 +1.0 +1.9 +1.9
May	 	+1.0	 	-2.9 +3.2  -10.2  -17.9 +11.1	 +6.6	 +4.9 +4.7 +10.1
Jun	 		-3.3	  -20.0 +4.9  -8.3 +1.6 +4.2	 	-4.5	 	-6.3  -5.3  -2.0
Jul	 			-18.0	 	-27.9  -13.1  -20.9  -20.0  -11.0 	-6.6	 	-11.7  -10.4 +1.9

	 Sectors

 Office                       Retail & leisure  New build Industrial/ Refurb- Office
 Public Private Public Private Public Private warehouse ishment fit-out

2013   -1.9 +14.2  -1.8 +14.3 +4.9 +23.4 +22.3 +22.2 +10.3 
2014   +3.4 +19.1  +4.2 +20.7 +8.1 +28.9 +27.8 +22.4 +13.0 
2015    -1.8 +9.5 +0.2 +12.0  -3.3 +15.5 +20.7 +16.0 +7.6

Feb'16        -3.4 +6.5  -9.1 +13.6  -3.1 +13.6 +16.3 +6.9 +3.9
Mar         -8.7 +1.9  -8.2 +8.2  -8.2 +14.2 +17.0 +10.2 +3.9
Apr          -21.7  -6.2  -16.9 +2.9  -16.7 +7.7 +11.3 +4.5 +1.2
May         -13.4  -6.8  -5.5 +2.1  -2.8 +8.2 +11.8 +1.0  -4.5
Jun          -13.1  -11.0  -17.6  -3.2  -19.0  -0.9 +4.3 0.0  -3.9
Jul           -27.8  -18.1  -32.0  -22.9  -19.7  -12.4  -8.3  -10.7  -16.2


