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SUMMARY
■  Take-up in Cardiff for the first half
of 2013 was 129,270 sq ft.  Although
down 32% on the same time last year, 
demand improved as we went through 
the second quarter with take-up 87% 
up on the first quarter.  

■  Oxford Economics predicts that
employment in the technology sector,
in Cardiff, is forecast to grow by 6%
over the next five years. This is a clear
sign that the region will start to benefit
from the emergence of the TMT sector.

■  The supply of Grade A office 
space in the city has been reduced to 
only 46,000 sq ft, while existing and 
immediately available Grade A product 
with floorplates in excess of 10,000 sq 
ft is now limited to only one building.

■  We expect that prime office yields
will remain at 6.50% in 2013,
if there was transactional evidence to
support this.  

■  With London yields continuing to 
sharpen, we believe Cardiff offices will 
continue to become of further interest 
to the UK institution and property 
companies.

" New Grade A space 
coming to the market will 
help the city accommodate 
future demand " 

Gary Carver, Director, Office Agency, 
Cardiff
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occupiers to upgrade. 

■  The supply of Grade A office 
space in the city centre has been 
reduced to only 46,000 sq ft.  Existing 
and immediately available Grade A 
product, with floorplates in excess of 
10,000 sq ft, is now limited to only one 
building, 3 Assembly Square, part of 
Aviva Capital's Waterside development 
in Cardiff Bay, which is close to being 
fully let.  The city's diminishing Grade A 
supply is creating a good opportunity 
for the reemergence of speculative
development.

■  The Welsh Government has
reacted to this by recently acquiring a
major office scheme in the city.  The
Government has reached a deal with
the developer, JR Smart, to acquire
its 80,000 sq ft speculative building,
1 Capital Quarter.  The deal will also 
see JR Smart, developing an additional
75,000 sq ft once 1 Capital Quarter is 
completed.

■  Previous to this, the Welsh
Government bought the five-acre
Callaghan Square office scheme from
MEPC, with the completion of 100,000
sq ft expected in late 2014/15.  This 
means the Welsh Government will now 
be responsible for introducing over 
250,000 sq ft of new office space to 
the market over the next two years, 
with the local developer, Rightacres' 
speculative 120,000 sq ft site on Wood 
Street adding to the figure.

■  Although this is an indication 
that developers are becoming less 
cautious, following on from the 
historically low levels of development 

starts seen over the last few years, 
opinion in the industry is divided, with 
some seeing it as a boost for Cardiff's 
Enterprise Zone and a much needed 
kick start the development pipeline, 
while others are questioning whether 
the public sector should be getting 
quite so involved at this stage of the 
cycle, when private sector developers 
are coming back in the market.  

■  Although there is a limited amount of
Grade A supply, there is still a question
mark over what will be done with the
steadily increasing secondary space
in the city.  We remain of the view that
as the leasing market starts to recover
we will see more and more of this non-
prime office space being refurbished to
absorb increased demand.

■  Change of use is also another
possibility, with a number of older
buildings recently gaining consent for
conversion to student accommodation.  
These include Windsor House, Summit 
House and Shand House, all in the 
older traditional office quarter, totalling 
110,000 sq ft.

■  With falling Grade A supply over 
the last couple of years, this has 
subsequently resulted in upward
pressure on prime headline rents, as
seen with the record rent of £22 per sq
ft achieved at 3 Assembly Square.  
We expect this rent to hold through 
2013/14, with the next phase of 
Callaghan Square expected to achieve 
£22 per sq ft.

■  Away from the prime end of the
market, we expect rental growth to
remain subdued due to the high level
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Supply continues to fall 
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Occupational Market

■  Take-up in Cardiff for the first half
of 2013 was 129,270 sq ft.  Although
down 32% on the same time last year, 
demand improved dramatically as we 
went through the second quarter with 
take-up 87% up on Q1. 

■  There are over 200,000 sq ft of 
active requirements in the market over 
10,000 sq ft. These include Morgan 
Cole Solicitors, ITV, AA, Legal and 
General and Geldards Solicitors, which 
should have a positive impact on take-
up in the second half of the year.

■  Which sectors are fuelling demand
for office space in Cardiff? The more
traditional occupier types, such as the
professional sector, have continued
to hold a strong presence in the city,
however, the Technology, Media and
Telecoms sector (TMT) has started
to gain momentum in Cardiff with
requirements for both the BBC
(140,000 sq ft) and ITV (10,000 sq ft)
circulating in the market.

■  Oxford Economics also predicts that
employment in the technology sector,
in Cardiff is forecast to grow by 6%
over the next five years. This is a clear
sign that the region will start to benefit
from the emergence of the TMT sector, 
with the new 40,000 sq ft hub for 
Wales’ creative industries at Porth Teigr 
working towards enhancing the profile 
of this sector. 

■  However, one of the biggest issues 
facing Cardiff is the lack of Grade 
A space needed to attract inward 
investment and enable indigenous 

GRAPH 1

Prime core take-up picked up pace in Q2



savills.co.uk/research  03  

August 2013

■  Are some investors beginning to
shift along the risk curve?  With 
a lack of prime stock available to 
occupiers and the pent up demand 
implied by upcoming lease breaks, 
this is starting to lead investors to 
take on well located secondary 
stock in need of refurbishment and 
asset management opportunities. 
Secondary stock at attractive prices 
with “value-add” opportunities are 
rising in popularity, especially with 
investors looking for greater value 
outside London.

■  However, the availability of debt for 
these types of deals will determine the 
scale of this activity.  Savills has seen 
increasing life in the lending market 
with money available for the ‘right’ 
investment, yet caution prevails with 
the banks, which may push secondary 
yields out further.

Outlook

■   Growth has returned to the Welsh
labour market.  Cardiff's office based
employment is expected to grow
by 0.7% in 2013, and after that will
grow by an average of 0.9% pa over 
the next 10 years. This implies a 
net increase of 5,500 office based 
workers, which in turn will drive a 
steady level of demand.

■   The jury may be out on the
popularity of the Government's
intervention with the development 
pipeline, but no one can argue that 
the swathe of new space coming 
to the market will equip the city to 
accommodate the increased demand 
for Grade A space going forward.

of second-hand space currently on 
the market.  The out-of-town market is 
lagging behind the city centre market, 
with high vacancy rates impacting on 
rental values.

Investment Market

■  Investment volumes in 2012
reached c.£50 m, 25% below the
long term annual average.  This 
followed the general trend of low 
levels of investment activity witnessed 
across the major regional cities 
last year.  This slowdown has been 
primarily driven by stock issues, 
vendors who do not need to sell 
having chosen to hold off as realistic 
sale prices are often below book 
valuation. 

■   Levels at the first half of 2013 
reached c.£30 m, with end of year 
figures likely to match 2012.  Investors 
have been focusing primarily on prime 
assets, of which Cardiff currently has 
few.  

■   We expect that prime office yields 
will remain at 6.50% in 2013, if there 
was transactional evidence to support 
this.

■  The most significant deal to
complete so far this year is Helmont
House, a refurbished multi-let office 
building with Grade A specification, 
let to a mixture of local and national 
office occupiers.  The other part of the 
building was let to Premier Inn hotels. 
This was purchased for Cordea Savills 
from Rightacres Property Company 
Ltd.

Expert view
Ross Griffin, Associate Director 
of Investment in Cardiff, looks 
behind the statistics

Transactional figures have been down in Cardiff over 
the last five years, with each year generally seeing 
only one transaction in excess of £20 million.  The 
most notable of which in 2012 was the sale of the 
new Admiral Insurance HQ on a forward funding 
basis to Gerrnan investors for £58.6 million.

So far this year, the acquisition of Helmont House 
for £23.15 million has been the largest.  This shows 
the appetite for larger assets is coming from the 
institutional investors, with them seeing value outside 
London for assets with strong fundamentals in prime 
city centre locations. 

We are beginning to see some well known property 
companies, who have not been so active in the 
regional markets over the last five years, returning to 
the market. They are looking once again in Cardiff, 
especially for the high yielding stock with low capital 
values and asset management opportunities with 
strong property fundamentals. 

All of the above are currently frustrated with the lack 
of stock on the market, which we think may lead to 
a flurry of disposals and acquisitions prior to the end 
of the year and perhaps a hardening of yields due to 
competition and a need to spend money.

Cardiff needs to see increased occupational 
demand to help drive rents and display a future 
positive story for the market.  A concern is the effect 
the Welsh Government's increased involvement in 
the private sector will have on the property market, 
especially if they are encouraged to do 'soft' deals 
to attract local occupiers to the buildings they 
have developed, which in turn will effect investor’s 
perception of growth and value in Cardiff.

However, if they have generally acquired the sites 
and buildings in the city centre to attract new 
inward investment, this is nothing but a positive 
story.

In summary, the main issue for 2013 isn't a lack 
of money, but a severe lack of available and 
appropriate stock, whether this be prime or 
secondary.
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Cardiff investment levels remain below trend
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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 refurbishment more than 10 years ago

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

Full year 2012 370,332 sq ft £22 6.5%

1H 2013 129,270 sq ft £22 6.5%

End of year outlook
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