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Birmingham has proven to be resilient in recent years, 
developing a more mixed economy with strength across a 
range of service and knowledge sectors. The 2022 
Commonwealth Games showcased both the city’s rich 
history and its bright future as a major cultural and economic 
centre in the UK. The Government’s Levelling Up policy, now 
back on the agenda with the return of Michael Gove to 
DLUHC, should bring new opportunities and investment to 
the area, and act as a catalyst to boost economic productivity. 
   However, recent political turmoil and the rising cost of debt 
both pose challenges in the short term. Yet the market 
remains under supplied across the residential, commercial 
and logistics sectors, and there is considerable potential for 
both development and investment once certainty begins to 
return to the market.  

The office market 
Office take-up in Birmingham between Q1 and Q3 2022 totalled 
486,000 sq. ft. Whilst this was 7% below the long-term average 
for the Q1-Q3 period, there remains cause for optimism with 
the Q3  total of 193,000 sq. ft. being 10% above the long-term Q3 
average. 77% of 2022 take-up was Grade A quality, suggesting 
significant appetite for high quality, well connected office space. 

However, there is now less than half a year of available 
Prime Grade A supply in the market. The f light to quality 
combined with a shortage of supply has put upward pressure 
on prime rents. Rents have grown by 13% since 2019 with the 
top rent in the market currently standing at £39 per sq. ft. That 
being said, Savills is aware of ongoing deals that will surpass 

this figure in Q4, and we expect prime rents to reach £40 by 
the end of 2022.  

The Banking sector has been the most active in 2022 so far, 
accounting for 24% of total take-up. This has been bolstered 
by the 110,000 sq ft letting to Goldman Sachs at One 
Centenary Way, which is due to complete in March 2023. 
Elsewhere, the Professional sector was the second most 
active, accounting for 23% of overall take-up. However, there 
are signals that occupiers in this sector are looking to take 
less space than they were previously occupying. 

There is increasing demand beyond these traditional 
commercial occupiers. The city is still seeing strong growth 
in the tech sector. A recent government report recognised the 
region as a top performer for digital growth, with an 
additional 52,000 roles in the sector projected over the next 
four years – a bumper increase of 55% since 2019. The tech 
sector in the West Midlands grew by an average of 7.6% a 
year between 2014 and 2020, the fastest region in the UK.  
It is expected to generate at least £2.7 billion per year for the 
local economy by 2025.

Logistics 
Looking beyond central Birmingham, demand for logistics 
space across the Midlands has grown significantly during  
the pandemic, and has remained robust despite increasing 
economic headwinds. Take up for the year to date in the  
West Midlands stands at 6.1 million sq ft, and the average 
deal size has increased by 53% over the last 10 years to  
over 277,000 sq ft. Vacancy rates are at 2.3%, constraining 

There are increasing headwinds in the market, but a lack of supply  
suggests there are opportunities in multiple sectors

Filling the supply gap

Market overview
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Market overview

occupiers ability to expand their operations; Savills  
estimate that take up in Birmingham could be up to 29% 
higher than current levels if sufficient space was available.  
However, supply remains very constrained. The supply of 
space in the West Midlands over 100,000 sq ft is currently at 
2.82m sq ft. Based on the three year average take up, this is 
equivalent to less than half a years’ worth of supply. 
Furthermore, 32% of this supply is Grade C space, and is 
unlikely to be suitable for many occupiers without 
comprehensive refurbishment. Grade A rents were reaching 
£9.75/sq ft in H2 2022, and the shortage of new supply means 
we expect rents to continue to grow despite the current 
economic uncertainty. 

The residential market
Since the end of the first lockdown, the UK housing market 
has boomed. Birmingham has seen price growth of 14% since 
March 2020, with the average home now sold for £257,000 
- 42% above their 2007/08 peak. House prices are expected to 
fall in 2023 in response to rising interest rates, but the West 
Midlands should still see just under 10% house price growth 
over the next five years. 

Despite this recent strong growth, the city has maintained 
its affordability advantage over comparable markets. With a 
median house price to income ratio of just 7.1 in 2021, 
compared to a national figure of 8.9 and 13.7 in London, 
Birmingham is well placed to attract a more skilled 
workforce looking for either central urban living or a larger 
family home in which to settle down. Birmingham’s 
improved transport links to the capital, combined with the 
increasing prevalence of working from home, make the 
‘Second City’ ever more appealing.

Maintaining house prices at an affordable level relies  
on the delivery of new homes to ease competition in the  
sales market, and Birmingham is currently failing to deliver 
enough new homes. Annual housing delivery was just 68%  
of the Standard Method housing need figure over the five 
years to March 2021. The number of new homes built has 
fallen each year since 2018/19, and with the most recent 
housing land supply statement at 3.2 years, this trend is 
unlikely to rapidly reverse. Delivering new homes in  
larger numbers must be a priority for the city to maintain  
the crucial affordability advantage it currently possesses.

Maintaining house prices at an affordable  
level relies on the delivery of new homes

RESIDENTIAL OFFICE LOGISTICS

Recent supply/
Uptake 3,350

net additional dwellings 
(2020-21)

193,000 sq. ft
take up in 
Q3 2022

2.06m sq ft 
take up in 
Q3 2022

Supply pipeline 22,300
 homes in the planning 

pipeline

6 months
of Grade A supply  

in the market

2.82m sq ft 
of new supply 
 in the pipeline

Current pricing £249/sq ft
Average transaction value 

July 2022

£40 per sq ft 
Grade A office

 space

£9.75 per sq ft 
Grade A space

Figure 1 Key market data

Source: Savills Research
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What comes first for the city? The skilled labour or the high-income jobs?

Plugging the skills gap

Economic growth in Birmingham has been weaker than in 
comparable markets in the recent past. The city saw GVA growth 
of 10.4% in the five years to 2019, significantly lower than the 
29.5% seen in Manchester, and lower than Leeds and Cardiff at 
14.2% and 19.2% respectively. Future economic growth in 
Birmingham is also predicted to lag these comparable markets.

A skilled workforce is vital for attracting businesses to a city 
and enabling those businesses to grow. Although the West 
Midlands has a young population and large employment base,  
it is relatively less well educated than comparable markets.  
25% have no formal qualifications, compared to 22% in Greater 
Manchester and 15% in London. This is hampering the city’s 
ability to generate economic growth.

The West Midlands has a prime opportunity to improve the 
skills of its labour force because it has a large population of 
university students. Every year, 49,000 students graduate from 

universities in the Combined Authority. Just 30% of those 
graduates stay in the area after university. And this rate is  
even lower at the area’s two highest-ranking universities –  
the University of Birmingham (24%) and the University of 
Warwick (12%). This means that Birmingham and Coventry 
lose more graduates to other cities than any other cities in the 
country, aside from London.

The graduates which the cities lose are more likely to 
embark on high-earning careers in their new home. Graduates 
who remain in the West Midlands after university are more 
likely to work in Education (31%) and in Human health and 
social work (25%), earning a median starting salary of 
£24,000. Those who move to London after graduating are most 
likely to work in Professional, scientific and tech, Information 
and Communication and Financial and insurance activities.  
These graduates earn a median salary of £29,500.

Productivity

Graduates retained in the Combined Authority Graduates who move to London
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Figure 2 Graduate retention by sector

Source: HESA

Birmingham should seek to amplify its pre-existing 
strengths. The city is unlikely to compete with London in  
the Financial Services sector, despite the high profile 
corporate relocations of Deutsche Bank, HSBC and others  
in recent years. The number of jobs in this sector in the  
West Midlands is forecast to decline over the next three 
years, whereas there are growing opportunities for 
Professional, scientific and tech roles, particularly with  
a burgeoning tech hub in Digbeth and the area serving as a 
testbed for 5G technologies. Employment in this  
sector in Birmingham grew by 55% in the 10 years to 2020, 
and is forecast to grow by another 11% in the five years  
to 2025. 

Retaining more graduates in scientific and tech sectors 
should help drive productivity, and capitalise on the 

strengths emerging in R&D from the region’s world leading 
universities. An element of this will involve creating the 
eco-system that can allow start ups and research spin outs to 
thrive, increasing the opportunities that encourage a highly 
educated workforce to remain in the region. 

Birmingham Health Innovation Campus is a prime 
example of the type of space that helps drive innovation and 
economic growth. The campus is being delivered in 
conjunction with the University of Birmingham, and will 
become the only science park in the region dedicated to 
health and life sciences. It is anticipated to attract significant 
inward investment, which in turn will drive the wider 
economy. A 2021 study by the University of Glasgow 
demonstrated that every £1 million of investment in 
university led R&D was repaid sevenfold in productivity 

■ Education
■ Public administration and defence
■ Professional, scientific and tech

■ Human health and social work
■ Information and communication
■ Other

■ Wholesale and retail trade
■ Financial and insurance
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Productivity

Human health and social work 

Wholesale and retail trade 

Education

Professional, scientific and tech 

Administrative and support 

Accommodation and food service 

Transportation and storage 

Public administration and defence 

Construction

Financial and insurance 

Information and communication 

Other service activities

Arts, entertainment and rec 

Real estate activities

Water supply

Electricity, gas, steam and air 

Agriculture, forestry & fishing 

Mining & Quarrying

Total number of jobs (2020)

Figure 3 Employment by sector

■ Total Employment (2020)  ■ 2020-25   ■ 2020-23   ■ 2020-21

Employment in science and tech roles 
has grown by 55% in the last 10 years
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Growth in employment
Source: Oxford Economics

gains in the wider economy, suggesting that BHIC, with £14 
million funding already committed from the LEP, can be a 
catalyst for growth. 

There are other sectors in Birmingham, such as the 
automotive, space and AI industries that could benefit from 

the establishment of similar innovation centres. Of equally 
importance is the provision of f lexible and affordable “follow 
on” space, such as the Tramshed scheme in Cardiff, that 
enables the SMEs that emerge from these innovation hubs to 
become established private sector businesses.

Boosting existing strengths
Logistics is also an increasingly productive industry which the 
Midlands has a key advantage in relative to the rest of the 
economy. Productivity in the industrial and logistics sector is 
forecast to increase by 29% between 2025 and 2039, compared 
to 18% across the UK economy as a whole. A third of all 
occupier demand is in the Midlands, demonstrating the 
potential to boost economic growth in the region, if sufficient 
land can be allocated for development.

The logistics sector is driving a growing well paid and 
increasingly technical employment base. Over the last 
decade, almost 350,000 of the logistics jobs created 
nationally have been for professional and technical 
occupations, or skilled trades. 30% of respondents to Savills 
Occupier survey stated that one of their top priorities was to 
invest in automation, increasing the need for highly skilled 
employees, and presenting opportunities to grow the region’s 
R& D capabilities. 

But to retain skilled graduates and attract productive firms, 
the city and the region must offer high-quality places for 
workers to live at an affordable rate. The average transaction 

value in London was 23.6 times the average graduate salary in 
2021. That figure for Birmingham was just 10.2. Graduates in 
Birmingham can therefore afford larger homes earlier in their 
career than those in London. But there must also be a 
sufficient supply of housing both for graduates to move into 
and for families to settle down in. That requires strong 
delivery of homes both in the urban centre and on the 
outskirts of the city.

Key points
■  Graduate retention in the science and tech sectors 

must improve if Birmingham is to become a more 
productive city

■  Birmingham should look to attract productive firms 
in industries where the city already has strength

■  Skilled labour will demand a high quality of life, which 
can be offered through new development both in the 
urban core and on the city fringe



Economic growth

The Levelling Up agenda and the investment which it  
brings can create opportunities for growth, and Birmingham 
is well placed to take advantage of these. The city will receive 
more than £50 million in funding through the first round  
of the Levelling Up fund, second only to Stoke-on-Trent,  
an  is likely to be rewarded in the second round of funding  
as well.

Connectivity is a key issue which Levelling Up funding  
in Birmingham should seek to tackle. The West Midlands 
Combined Authority is home to 2.94 million people, making 
it the UK’s largest urban area outside of London. 1.14 million 
live in the city of Birmingham. The city should therefore 
benefit from strong agglomeration economies, where 

knowledge and ideas are shared by those in close proximity, 
prompting innovation and growth. Birmingham fails to 
maximise these benefits, and is therefore less productive, 
because poor connectivity reduces the functional size of the 
city. Just 478,000 people can commute into the centre of 
Birmingham in half an hour or less. 

This effective population is much more similar to that of 
Manchester (456,000), Liverpool (404,000) and Newcastle 
(402,000). Investment in transport infrastructure which 
allows more people to access the hubs of economic activity 
in the West Midlands should increase the strength of 
agglomeration economies and positively impact economic 
growth.

Source: Land Registry, DLUHC

Figure 4 Average transaction values and connectivity to the city centre

Average transaction value  
(year to May 22)
■  Up to £175,000
■  £175,000 - £200,000
■  £200,000 - £225,000
■  £225,000 - £250,000
■  £250,000 - £275,000
■  £275,000 - £300,000
■  Over £300,000

  30 min travel time to 
central Birmingham

   Local authority boundaries
 Green Belt

Levelling Up can create opportunities for growth in Birmingham,  
but a more joined-up approach is needed

Levelling up

Connectivity is a key issue which  
levelling up funding should seek to tackle
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Attracting new employees 
Densification may form part of a solution to weaker productivity 
in Birmingham. Productive cities tend to be dense, but 
increasing density alone will not solve a city’s productivity 
issues. Instead, selective densification can be used as part of 
wider regeneration plans in the city. Birmingham has fewer 
dwellings per hectare than London, Manchester or Bristol.  
And much of the inner city residential land is low value and  
low density. A denser inner city would allow more people to  
live closer to existing transport infrastructure and to hubs of 
economic activity, thus increasing the city’s functional 
population. And higher quality urban housing is important in 
attracting skilled younger workers to the city.

To this end, Birmingham’s most recent Local Plan allocated  
a significant number of brownfield sites around the city centre. 
Around half of the Combined Authority’s total development 
pipeline sits within a 30 minute commute of central 
Birmingham, while 85% of new homes in Birmingham were  
flats in the last year. This signals a clear intent to pursue 
development at higher density on urban regeneration sites. 

This will help in creating the high quality urban 
neighbourhoods which are likely to attract and retain recent 
graduates to the city. But regeneration cannot just come from 
the residential sector – commercial vacancy rates in 
Birmingham are 1.1%, indicating a severe lack of suitable 
commercial space for firms to occupy. High quality new supply 
on the city centre’s brownfield land should be part of a 
strategy to draw productive firms to the city. 

Densification can therefore form part of a solution. But 
higher density is not a panacea for growth, particularly as 
many of the industries which are forecast to grow most quickly 
in Birmingham are not those which rely heavily on urban 
density. Targeted investment to draw highly skilled, high 
income employment of many forms into the city must go 
alongside this policy.

Meeting existing need
Birmingham must also deliver housing for those already in the 
city. The most recent Birmingham Local Plan identified that 54% 
of housing need in the city is for three and four bedroom homes. 
Four bedroom homes for open market sale account for 20% of 
need across all tenures. These homes will not be delivered on 
the central brownfield sites which the Local Plan allocated,  
but instead will require greenfield sites on the edge of the city. 

Housing delivery is already falling some way short of what  
is needed. More homes must be built on both brownfield and 
greenfield land if Birmingham is to provide high quality new 
housing to attract a skilled urban workforce and also meet the 
pre-existing need for larger family housing.

While the West Midlands conurbation behaves as a single 
market in terms of economic activity, planning across the area  
is fragmented, with powers held by the seven local planning 
authorities which make up the Combined Authority. 
Birmingham has a limited supply of land on which to develop the 
larger family housing which it needs. The city is therefore 
partially reliant on neighbouring local authorities. 

But these areas are unable to make up the shortfall because 
they are significantly constrained by the green belt. The closest 
greenfield land which is outside the green belt surrounds towns 
such as Tamworth, Telford or Droitwich, more than 20km 
from Birmingham city centre. Residents of urban extension 
sites in these areas would need a car to reach central Birmingham 
in less than an hour even from the most well-connected towns, 
meaning additional housing developed there is likely to be 
outside the effective limits of the city’s economy. Green belt land 
release will therefore be necessary to meet Birmingham’s need 
for family housing within a reasonable distance of the city.

Key points
■  The West Midlands Combined Authority does  

not maximise the benefits of its large population 
because access to the hubs of activity is limited by  
the area’s insufficient transport network and low 
density urban housing.

■  Densification can form part of a solution to this  
issue, but will not alone generate economic growth.  
It must be combined with policies to attract and 
retain skilled labour and productive firms to the 
denser urban areas it creates.

■  More homes are needed on both brownfield  
and greenfield sites in order to meet the housing  
need of workers drawn to the city and the city’s 
existing population. This will require green belt  
land release alongside the current policy of 
brownfield development.

Economic growth
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