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8 Finsbury Circus, EC2
Our Agency team has secured the acquisition of 75,000 sq ft  
on behalf of Rathbone Brothers Plc.
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Take-up

Central London take-up for Q1 2016 
totalled 2.6 million sq ft, in line with 
the previous quarter, but 8% above 
the five-year quarterly average of 2.4 
million sq ft. 

During Q4, activity was focused 
on the City and West End fringes, 
accounting for 831,700 sq ft and 
648,200 sq ft respectively. Core 
Docklands was the star performer, 
138% above its five-year quarterly 
average. This was mainly due to the 
largest central London deal of the 
quarter with Thomson Reuters taking 
315,500 sq ft from Credit Suisse at 5 
Canada Square (E14).

The largest deal in the City was at 30 
Gresham Street (EC2) where Investec 
took 148,000 sq ft across five floors. 
The largest deal in the West End, and 
the largest pre-let of the quarter was 
at R7, King’s Cross Central where New 
Look completed on the entire 127,100 
sq ft building. 

Take-up of newly completed space 
made up 612,900 sq ft (24%) of take-
up for the quarter, with pre-letting 
making up an additional 524,300 
sq ft (20%). Second-hand grade 
A take-up made up 48% of the 
quarterly total and 1.3 million sq ft, 
with second-hand grade B space just 
8% of activity.

During the quarter, ten deals 
completed over 50,000 sq ft, four of 
which were over 100,000 sq ft.

Availability

There is currently 8.5 million sq ft 
available across central London, 
with no change during the quarter. 
The vacancy rate remains at 4.4%, 
its lowest since Q2 2008 when the 
vacancy rate was down at 3.9%.

Availability is 16% down on the 
corresponding period last year 
when the vacancy rate was 5.3%, 
representing a reduction of 1.7 
million sq ft in available space over 
the last 12 months. 

Development

During the quarter, 12 buildings 
totalling 737,000 sq ft of 
development completed. Of these 
12 buildings, 9 were refurbishments, 
including the largest development to 
complete, Blackstone’s 225,000 sq ft 
Lacon House (WC1).  

11 buildings totalling 1.7 million sq ft 
of development started during the 
quarter, following on from 1.2 million 
sq ft in the previous quarter. The 
largest start was in Docklands where 
construction started on the 695,000 
sq ft 1 Bank Street (E14).

There is currently 15.7 million sq ft 
under construction across central 
London, with 4.8 million sq ft sq ft 
(31%) due for completion before 
the end of 2016 and a further 6.1 
million sq ft (38%) due before the 
end of 2017. Of the space currently 
under construction, 5.4 million sq ft 
(34%) has already been let, leaving 
10.3 million sq ft of available space 
currently under construction. 

Rental growth

Central London prime rents grew 
by 1.1% during the quarter. Q1 2016 
saw Docklands rents increase by 
6.3% whilst the City rental index grew 
by 3.2% with the West End stable. 
Prime rents across all central London 
increased by 5.4% compared to 
Q1 2015. The Bilfinger GVA Central 
London index is now 19% above its 
previous Q4 2007 peak.

Central 
London 
Market comment

Central 
London 
Occupier market

Welcome to Bilfinger GVA’s central London  
office analysis; our detailed review of the market  
in Q1 2016.

On demand

Activity during the first quarter of the 
year has been relatively strong, with 

take-up well above 
the five-year 
quarterly average. 
Nevertheless, 
demand seems 
to have been 
dampened 
slightly with some 
occupiers looking 
to ‘wait and see’ for 
the time being.

Whilst demand and viewings (and 
indeed negotiations) have been 
holding up most of these have been 
from existing enquiries and many 
concluded deals are ‘overhangs’ from 
late 2015. What we are noticing is that 
there have not been as many new 
entrants to the market in this quarter 
and the new demand seems scarce.

Q&A in Q2...?

There is no doubt that the ‘Brexit’ 
referendum, and to a lesser extent 
the Mayoral election, are having 
an effect on the market. It seems 
clear that occupiers are increasingly 
slowing down the decision-making 
process unless they are being actively 
squeezed in a competitive situation. 
It is likely that an exit from Europe 
would have a significant effect on the 
London market both in the short and 
medium term. Whatever your political 
persuasion, a victory for the Remain 
campaign will be better for the market, 
certainly in the short term.

We expect the market to remain 
quieter between now and June with 
hopefully some ’pent up’ demand 
showing itself once the result becomes 
clear.  Some of this may be due 
to the ‘business as usual’ mode as 
companies realise the world is still 
spinning and they need to action 
mothballed plans.

Rising in east, stable in the 
west?

Since the bottom of the market, prime 
rents across the West End have more 
than doubled with new highs being set 
in every submarket on what seemed 
like an almost quarterly basis.

However, for the first time in 26 
quarters, there has been no real 
growth across the West End during  
the quarter.  

In some notable cases we have seen 
rent reductions on buildings within the 
core. Notably, rents at 24 Savile Row 
have dropped from £140 per sq ft to 
£120 per sq ft and 8 St James’s Square 
which unsurprisingly has dropped its 
quoting rent to £140 per sq ft (from 
£150 per sq ft).  Whilst these are only 
a handful of examples at the very top 
end of the market, it is the first time in 
6 ½ years we are not reporting strong 
growth. Time will tell whether this is a 
momentary blip or whether after an 
unprecedented period of growth, the 
market is turning more in favour of the 
occupier.

In the City and Docklands, the story 
has been slightly different, with prime 
rents increasing by 70% and 20% 
respectively since the bottom of the 
cycle in 2009. Whilst some fringe 
markets have performed exceptionally 
well (namely Clerkenwell, Shoreditch 
and Aldgate/Whitechapel), the high 
levels of occupier activity we have 
seen in the last three years have taken 
time in feeding through to prime rents 
in the core markets of the City and 
Canary Wharf. This is despite Tower 
rents in the City being well in excess  
of previous cycles.

As an example, whilst net effective 
rents in the West End surpassed the 
levels set in 2007 back in 2014 we 
have only now surpassed these levels 
in the City core. In Canary Wharf, net 
effective rents are still 19% cheaper 
than the peak of the last cycle. Yet 
these markets are continuing to grow. 
Prime rents in the City core are now 
at £70 per sq ft for the first time on 
record, whilst Canary Wharf prime rents 
increased by 6% during the quarter, 
and are now up to £42.50 per sq ft for 
the first time since 2008. 

Patrick O’Keeffe 
Head of London Markets

Central London take-up  
Source: Bilfinger GVA, EGi, CoStar

Central London office space under construction 
Source: Bilfinger GVA

Central London office availability rates  
Source: Bilfinger GVA, CoStar

Central London prime rental growth  
Source: Bilfinger GVA

Patrick O’Keeffe 
Head of London Markets

pok@gva.co.uk  
020 7911 2768
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Overview

The oil crisis, China’s muted growth 
and the EU referendum are all having 
an effect on the investment market. 
Some international investors are 
seeing these reasons as an excuse 
to sit on their hands whereas others 
are less concerned and even see 
this as a ‘window of opportunity’. 
With less competition, investment 

deals are still 
happening and 
pricing, certainly 
for the best assets 
remains robust 
without being 
spectacular.  

Nevertheless, 
overpricing 
is no longer 

being tolerated by purchasers, as 
diminished competition for assets is 
no longer fuelling the previous ‘must 
have’ mentality. With £1 billion of 
assets having been withdrawn from 
the market since the start of 2016, as 
well as news that Taiwanese insurer 
Fubon Life have pulled out of their 
£500m acquisition of Cannon Place 
has not helped confidence. Whilst 
there are plenty of deals under offer 
at the moment (63 Brook Street, 
Hammersmith Embankment, 33 Old 
Broad Street, 88 Wood Street and 
Aldgate Tower) there is a certain 
nervousness as to whether external 
events will potentially derail them.

2016 has started with a reasonable 
amount of stock in the market – 
certainly more than this time last 
year – and some transactions have 
already been concluded.  In the 
West End, Kinnaird House, 1 Pall Mall 
East has been bought by a Middle 
Eastern consortium for £83.6 million, 
showing continuing appetite for 
good quality assets in core markets.

Investments with asset management 
opportunities continue to prove 
popular, with Hammersmith 
Embankment and 206-216 
Marylebone Road attracting good 
levels of interest at ‘best bids’. In the 
City, Thomas More Square (purchased 
by Resolution for £297 million), 50 
Finsbury Square (purchased by GPE 
for £119 million) and Holborn Gate 
(purchased by Westmount for £138 
million) serve as key examples. 

‘Drier’ investments such as 20 Grosvenor 
Street, single let to KPMG and 1 Wood 
Street, single let to Eversheds have been 
slower through the bidding process, with 
fewer willing purchasers.

Transaction volumes 

During Q1 2016, central London 
investment totalled £3.2 billion across 
44 deals, marking a 32% decrease on 
the previous quarter, where £4.8 billion 
was transacted, and a 15% decrease 
on the five-year quarterly average. 
Nevertheless, investment was up 13% 
on the Q1 2015, and was the highest 
first quarter measured since 2012. This 
is despite there being very little activity 
in the final two months of the quarter, 
with most of large scale investment a 
hangover from 2015.

The West End saw £1.4 billion 
transacted, 32% up on the 
corresponding period last year, 
AustralianSuper’s 3% down on the 
five-year quarterly average. The 
largest deal was at the beginning of 
the year: the £371 million purchase 
of London & Continental Railways’ 
stake of King’s Cross Central (N1). 
The second largest deal of the 
quarter was at 33 Margaret Street 
(W1) where Deka paid Great Portland 
Estates £216 million for Savills’ HQ, 
representing a yield of 3.3%.

In the City £1.2 billion was transacted 
across 25 deals, 34% down on 
the five-year quarterly average. 
The largest deal of the quarter 
was at Thomas More Square (E1) 
where Resolution Property paid 
Land Securities £297 million for the 
six office buildings on the estate, 
representing a yield of 5.5%. China 
Overseas Land & Investment 
purchased Helicon (EC2) for 
£145 million from Deutsche Asset 
Management, at a yield of 4.25%.

Unusually, two of the largest 
investment deals were at the 
International Quarter (E20) in Stratford. 
Deutsche Asset Management 
forward purchased the new FCA 
HQ for £370 million at a yield of 
4.75%, and Legal & General forward 
purchased TfL’s new building for £246 
million, representing a yield of 4.2%.

Overseas money continues to 
make up the majority of investment, 
accounting for £1.7 billion during the 
quarter (51%).  UK property companies 
accounted for £845 million of 
investment for Q1 2016 (26%), whilst UK 
institutions were responsible for £488 
million of investment (15%). 

During the quarter, there were twelve 
purchases of over £100 million, with 
five of those in excess of £200 million.

Central 
London
Investment market

Justin James 
Senior Director  

West End Investment

justin.james@gva.co.uk  
020 7911 2678

Central London office investment transactions  
Source: Bilfinger GVA, PropertyData

Central London office yields  
Source: Bilfinger GVA

www.gva.co.uk/research | 5

Kinnaird House, 1 Pall Mall East, SW1

Bilfinger GVA advised GLL Real Estate 
Partners on the sale of the long leasehold 
to 3Associates and clients of Sidra Capital 
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Take-up

Take-up during 
the quarter 
reached 771,300 
sq ft. This was  
16% down on 
the previous 
quarter and 9% 
below the five-
year quarterly 

average, but a 39% improvement 
on the first quarter of 2015 and 7% 
up on Q1 2014.

The largest deal in the West End 
during the quarter was at R7, King’s 
Cross Central (N1) where New Look 
completed on the entire 123,000 sq 
ft building. At 2 Eastbourne Terrace 
(W2), Bilfinger GVA has sub-let 
108,600 sq ft on behalf of Rio Tinto 
to WeWork, following the former’s 
return to their headquarters in St 
James’s Square (SW1). 

At The Copyright Building (W1), Capita 
took a pre-let of 87,000 sq ft at a 
rent in the region of £86.00 per sq 
ft, showing the strength of the draw 
of the Elizabeth Line (Crossrail) and 
the continued strength of the pre-
let market. Elsewhere, Howard De 
Walden’s 66 Wigmore St is under offer 
to a medical user, with other medical 
occupiers understood to have 
looked at the scheme. This shows the 
continued strength of the knowledge 
economy, the draw of Harley Street 
and the wide range of alternative 
uses in the West End market.

During Q1 2016 deals on pre-let 
space accounted for 339,400 
sq ft and 44% of take-up across 
the West End. Deals on recently 
completed space totalled just 
55,100 sq ft, and 7% of take-up for 
the quarter.

Take-up of second-hand grade A 
space made up 333,300 sq ft of take-
up and 43% of activity for the quarter.

 Availability

Availability remained at 2.7 million sq 
ft, with the vacancy rate still at 3.3%. 
Availability is 12% lower than this time 
last year, equating to 350,000 sq ft 
less space.

Vacancy is still at its lowest since Q2 
2007, when the rate was 3.0%. There 
is 9% more available space now 
than during 2007.

Development

559,000 sq ft completed across the 
West End during Q1 2016. The largest 
building to complete was The Crown 
Estate’s 80,000 sq ft 1 New Burlington 
Place (W1).

525,000 sq ft went under construction 
during the quarter, with the largest 
being Derwent London’s development 
of 240,000 sq ft at 55-65 North Wharf 
Road (W2). Work also started at the 
110,000 sq ft 65 Davies Street (W1).  
As of the end of Q1 2016, there is 4.8 
million sq ft of development activity in 
the West End.

Rental growth

Prime rents across the West End saw 
almost no growth during Q1 2016, 
meaning that rents failed to increase 
for the first time in 26 quarters. Prime 
rents are up 3.7% on the year, which 
whilst robust, is the weakest annual 
growth since Q1 2010.

In Mayfair and St James’s, prime rents 
remained stable at £120 per sq ft with 
rent free periods at 15 months. Net 
effective rents are now £105 per sq ft, 
4% above the peak of the last cycle 
in 2007. Super-prime rents remain at 
£150 per sq ft.

Only two submarkets saw any 
movement during the quarter. In 
Paddington, prime rents increased 
by 4% to £70 per sq ft, 12% up on 
the corresponding quarter last year 
and 47% up on the peak of the last 
cycle. In Hammersmith prime rents 
increased by 2% from £55 per sq ft 
to £56 per sq ft. During the last year, 
Vauxhall has seen the most growth 
at 16%, with Kensington and Fulham 
both 13% up on Q1 2015.

The only markets to see movement 
on incentives were Paddington, once 
again, where rent free periods came 
in from 17 months to 16 months, and 
Euston which came in from 18 months 
to 17 months on a ten year lease.

West End Occupier market

Patrick O’Keeffe 
Head of London  

Agency and Investment

pok@gva.co.uk  
020 7911 2768

3.7%
Annual rental growth 

across West End

771,300 sq ft let
39% up on Q1 2015

£120 per sq ft
prime rent

6 | www.gva.co.uk/research www.gva.co.uk/research | 7

2 Eastbourne Terrace, W2

Our West End Agency team 
successfully sub-let 108,000 sq ft  
to WeWork on behalf of Rio Tinto.
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Take-up

Four deals completed during Q1 
totalling 385,900 sq ft, twice as much 
as the previous quarter and 113% up 
on the five-year quarterly average. To 
put this into perspective, this quarter 
alone was the equivalent to 92% 
of the total take-up in Docklands 
for 2012, the lowest annual figure 
recorded during the recession.

This strong start to the year can 
be attributed to Thomson Reuters 
who, in one of the largest deals of 
recent times, took 330,000 sq ft at 5 
Canada Square (E14). At 5 Churchill 
Place (E14), media database 
company Gorkana Group took 
40,000 sq ft on a 13 year lease, 
moving from 140 Old Street (EC1).
This marks an increasing trend of TMT 
occupiers moving to the area.

With rumours of the Government 
Property Unit looking to acquire 
500,000 sq ft in the area, and plenty 
of interest from serviced office 
providers, we are expecting the 
Docklands market to be active in the 
short term.

Availability

Available space decreased from 0.8 
million sq ft to 0.7 million sq ft during 
the quarter, with most of this space 
available on a sublet basis. The 
vacancy rate decreased from 4.2% 
to 3.8% during the quarter, its lowest 
since Q2 2008.

In the last year, availability in 
Docklands has decreased by 
49%, a reduction of over 700,000 
sq ft. Despite this substantial fall, 
availability is still 20% higher than the 
peak of the last cycle.

Development 

During the quarter, work started 
on the 695,000 sq ft 1 Bank 
Street (E14) where Societe 
Generale have already pre-let 
280,000 sq ft. Enabling works 
continue at Wood Wharf. 

Rental growth

In Canary Wharf, prime rents 
increased from £40 per sq ft to 
£42 per sq ft, with rent free periods 
reducing from 21 to 20 months. 

The disparity between asking rents for 
landlord space and space available 
on a sub-let from occupiers has 
reduced markedly over the last 
six months. With occupier space 
reducing, prime rents are likely to 
continue to see growth. Outside the 
Wharf, rents increased from £32.50 
per sq ft to £35 per sq ft with rent free 
periods at 21 months.

City Occupier market

Tony Joyce 
Senior Director, City  
and Docklands Agency

tony.joyce@gva.co.uk  
020 7911 2861
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Take-up

Take-up during Q1 2016 
totalled 1.4 million sq ft, 
which was 3% up on the 
five-year quarterly average 
and the corresponding 
quarter last year but 4% 
down on Q4 2015.

The largest deal in the City 
was at 30 Gresham Street 

(EC2) where Investec took 148,000 sq 
ft across five floors. The second largest 
deal of the quarter was at Aldgate 
Tower (E1) where Aecom agreed to 
lease 87,700 sq ft paying £55 per sq 
ft. This letting means that the 317,000 
sq ft building is now fully occupied. At 
8 Finsbury Circus (EC2), Bilfinger GVA 
advised Rathbone Brothers on the 
acquisition of a new 75,000 sq ft HQ 
across five floors.

Despite completing just after the 
quarter end, the other big news from 
Q1 involves US bank Wells Fargo buying 
the 225,000 sq ft 33 Central (EC4) from 
HB Reavis for their own occupation. 
Jefferies Investment Bank who had 
been rumoured to be interested in the 
building instead agreed to take 118,092 
sq ft at 100 Bishopsgate (EC2). 

Pre-letting for the quarter made up just 
184,800 sq ft, 13% of total take-up, with 
take-up on new space accounting 
for 505,700 sq ft (35%). Second-hand 
grade A space totalled 588,900 sq ft, 
and 41%, with second-hand grade B 
space making up just 11% of activity 
(155,900 sq ft). 

Availability

Availability in the City increased slightly 
from 5.0 million sq ft to 5.1 million sq 
ft, with the vacancy rate increasing 
to 5.5%. Availability is 11% down on 
the corresponding period in 2015, 
equating to 600,000 sq ft less space.

Development

During the quarter just 178,000 sq ft 
completed across three buildings, 
with the largest being Ocubis’ 80,000 
sq ft Cannon Green Building (EC4).

Construction started on 492,000 sq 
ft across four buildings during the 
quarter including the new 230,000 
sq ft Smithfield Quarter (EC1) and 
Blackstone’s 127,000 sq ft 8 Devonshire 
Square (EC2).

There is now 10.2 million sq ft under 
construction in the City. Of this 10.2 
million sq ft, 2.7 million sq ft is due to 
complete in 2016, with 4.3 million sq ft 
earmarked for 2017. There is currently 2.9 
million sq ft of space under construction 
due for completion in 2018.

Rental growth

Prime rents in the City increased by 
3.2% during the quarter, the highest 
quarterly growth since Q3 2013. The 
strong quarter means that prime rents 
are now up 8.5% on the corresponding 
period last year.

Three submarkets saw rental growth of 
5%, with Waterloo and London Bridge 
now up to £62.50 per sq ft. Similarly, 
the Aldgate/Whitechapel market saw 
rents increase to £57.50 per sq ft. During 
the last year, this has been the second 
strongest submarket, with rental growth 
of 15% from Q1 2015. Only Shoreditch 
has seen stronger growth, with rents 
increasing by 18% to £65 per sq ft 
during the year.

Prime headline rents in the City core 
increased 3.7% during the quarter 
to £70 per sq ft, 10% up on the year, 
marking the first time the City has seen 
these levels. With rent free periods 
coming in from 20 months to 18 
months, net effective rents in the City 
core are now above the peak of the last 
cycle at £59.50 per sq ft. Tower prime 
rents continue to be at a significant 
premium to the rest of the market at 
£90+ per sq ft.

Rent free periods across the City 
saw large movement, coming in 
by at least one month in seven out 
of our eleven submarkets. Rent free 
periods are lowest in Clerkenwell, at 
15 months on a ten year lease, with 
prime headline rents at £65 per sq ft. 
This means that Clerkenwell is the third 
most expensive submarket after the 
City core and West City.

Docklands Occupier market

Jeremy Prosser 
Head of City and  

Docklands Agency

jeremy.prosser@gva.co.uk  
020 7911 2865

5.5%
vacancy rate

1.4 million sq ft 
take-up 3% up on the  

5-year quarterly average

35% of take-up  
on new space

£70.00  
per sq ft prime rents

10.3 million sq ft  
 under construction

385,900 sq ft
take-up in Q1 2016

695,000 sq ft
under construction

Prime rents

£42 per sq ft

4
deals completed  

during Q1

3.8%
vacancy rate



Hammersmith

Fulham

Kensington

Chelsea

Hyde Park
Mayfair

Paddington

West City

Northern City

Marylebone

Regent’s 
Park

Camden

Euston

Fitzrovia

Soho

Waterloo
London Bridge

City 
Core

Aldgate/ 
Whitechapel

Canary Wharf

Fringe 
Docklands

St James’s

Green Park

Victoria

Belgravia/ 
Knightsbridge

Battersea 
Park

Vauxhall/ 
Battersea

Covent 
Garden

Bloomsbury

Angel

Clerkenwell

Chancery 
Lane

Shoreditch/
Spitalfields

King’s Cross

EC3

 Vauxhall

West End

Area Prime rent  
(£ per sq ft)

Rent free period 
(months) 

Business rates
Total occupancy costs 

(inc. service charge  
and building insurance)

Belgravia / Knightsbridge  £100.00  15  £45.39  £155.64 

Bloomsbury  £72.50  17  £25.50  £108.25 

Camden  £55.00  18  £17.34  £82.59 

Chelsea  £100.00  15  £33.15  £143.40 

Covent Garden  £85.00  15  £28.56  £123.81 

Euston  £75.00  17  £28.56  £113.81 

Fitzrovia  £85.00  16  £26.01  £121.26 

Fulham  £45.00  18  £16.32  £71.57 

Hammersmith  £56.00  18  £18.87  £85.12 

Kensington  £65.00  17  £23.46  £98.71 

King's Cross  £82.50  17  £23.46  £116.21 

Mayfair  £120.00  15  £46.92  £177.17 

Mayfair/St James's  
"super-prime" 

 £150.00  15  £52.02  £212.27 

North of Oxford St  £97.50  16  £40.80  £148.55 

Paddington  £70.00  16  £26.15  £106.40 

Soho  £95.00  15  £33.15  £138.40 

St James's  £120.00  15  £46.92  £177.17 

Vauxhall  £55.00  20  £15.10  £80.35 

Victoria  £85.00  17  £30.09  £125.34 

City

Area Prime rent  
(£ per sq ft)

Rent free period 
(months) 

Business rates
Total occupancy costs 

(inc. service charge  
and building insurance)

Central City Core  £70.00  18  £21.52  £101.77 

Chancery Lane / Midtown  £65.00  15  £25.14  £100.39 

Aldgate / Whitechapel  £57.50  18  £17.24  £84.99 

Clerkenwell  £65.00  15  £14.28  £89.53 

EC3  £65.00  18  £22.29  £97.54 

London Bridge / More London  £62.50  18  £19.02  £91.77 

Northern City  £63.50  18  £17.44  £91.19 

Shoreditch  £65.00  16  £11.88  £87.13 

Waterloo / Bankside  £62.50  15  £19.02  £91.77 

 West City  £70.00  18  £19.18  £99.43 

Docklands

Area Prime rent  
(£ per sq ft)

Rent free period 
(months) 

Business rates
Total occupancy costs 

(inc. service charge  
and building insurance)

Canary Wharf  £42.50  20  £16.17  £68.92 

Other Docklands  £35.00  20  £11.63  £56.88 

Stratford  £37.50  21  £7.50  £55.25 
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