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Leasing activity slows over the summer but demand
from the Financial Services sector remains robust.

City monthly take-up was at its lowest
level in 6 months, with the typical summer
Iull in activity resulting in only 320,233 sq
ft completing across 16 transactions. This
brought year-to-date take-up to 3.2m sq ft,
down 18% on the long-term average.

Leasing activity remains heavily weighted
towards Grade A space, with 89% of take-
up being of this quality. The sustained
occupier preference for prime office space
is reflected by the fact that two thirds of
space leased has been in newly developed
or extensively refurbished buildings. With
occupier demand focused on best in class
office space, the average prime rent for the
year so far currently stands at £87.96 per
sq ft, which is up 1% on the same period
in 2022.

The largest transaction to complete in
August was UK private Bank Arbuthnot
Latham’s acquisition of The Alpheus
building, 20 Finsbury Circus, EC2, (78,512

City Take-up by Grade

Sq Ft

UK Commercial - September 2023

City Office
Market Watch

sq ft), on a 15 year term. The next largest
transaction was at 60 London Wall, EC2,
with Rabobank leasing the part 4th and
part sth floors (48,457 sq ft), at £67.50 per
sq ft.

Whilst leasing remained subdued we have
continued to see high levels of underlying
demand with active City and Central
London requirements standing at 9.9m

sq ft, up 48% on the long-term average.
Further to this we saw 390,000 sq ft going
under offer during August, which helped
maintain space under offer at 2.8m sq ft,
up 103% on the long-term average.

So far this year, the Insurance & Financial
services sector has been the main driver of
leasing activity across the City and has so
far accounted for 23% of space acquired by
sq ft and 20% by number of transactions.

The Professional Services sector
accounted for the next highest share of

sector take-up with 17%. The majority of
which (83%) was driven by Law firms.

We are expecting the Insurance &
Financial services sector will continue

to be the main driver of demand as the
sector currently accounts for 30% of
active requirements. These occupiers have
continued to show a strong preference for
City Core locations reflected by the fact
that 85% of space acquired by this sector
has been in this sub-market area.

Overall supply was down 30 bps in August
with the vacancy rate standing at 9.4%.
However, we are expecting this to rise
with 1.6m sq ft of speculative development
completions anticipated over the first half
of 2024, (which will be added to supply by
the end of Q4).
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Key Stats

City and Central London
active requirements
stand at 9.9m sq ft, up
48% on the long-term
average.
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Grade A take-up has
accounted for 89% of
space acquired so far this
year.

mGrade A = Grade B
9,000,000 Utggt;es Banking
Tech & Media | 3%
8,000,000 15 Business &
Consumer
Services
7,000,000 17%
Serviceq Office Charities &
6,000,000 Provider Association
1% _\ e
5,000,000 Distribution &
Logistics
1%
4,000,000 Retail & Leisure
Extraction &
3,000,000 Utilities
Public Services 1%
4%
2,000,000 \
Property Insurance &
1,000,000 2% Financial
. Services
Professional . 24%
0 17% Manufacturing &
Industry
I R W B N R S <B4 WL B\ SN T W e e
S S LS DS S S o s 1%
Source Savills Research
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% change on the
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Active Requirements
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52% of the 2024-2027
pipeline is yet to start
construction




Year-to-date take-up

Table 1

Sq ft
Jan - Aug 22 3,591,837
Jan - Aug 23 3,244,249

% change on

previous year

40%

-10%

Significant August transactions

Table 3

Address

20 Finsbury Circus, EC2

60 London Wall, EC2

The Typewriter Building, 140
Borough High Street, SE1

1 Angel Court, EC2

20 Farringdon Street, EC4

Floor/s Sq ft
Building 78,512
Wy s
Building 21,969

3 16,920
8 15,591

Development pipeline

Table 2

2023

2024

2025

2026

Total

Grade

1,266,535

1,465,640
2,748,918
842,656

6,323,749

Rent achieved

£68.00

£67.50

£69.00

£61.50

£67.50

2,466,951
2,841,510
1,272,931

2,466,909

9,048,301

Tenant

3,733,486
4,307,150
4,021,849
3,309,565

15,372,050

Arbuthnot Latham

Rabobank

Work.Life

LEX Ankura

The Berkeley

Partnership

LaSalle Investment

Mitsui Fudosan/

46%
32%
10%
20%

27%

Lessor

NTT

Management

W.RE

Stanhope

Private Investor
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