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Welcome to the latest Commercial Property 
Auction Data (cPad) Market Flash which 
analyses the £122.6m of commercial property 
assets that sold at auction in December 2013.  

Increased investor demand, a slightly smaller 
yield gap between prime and secondary 
properties together with a more free flowing 
supply of stock into the auction room are all 
encouraging signs as we head into the new 
year.

Commercial property is once again making a 
case for its place in a balanced portfolio of 
assets. Investors are seeing value in the auction 
room while experienced property operators can 
see new asset management potential in what 
were previously distressed assets. 

The forthcoming round of auctions in February 
will provide a fascinating insight into how 
sustained this recovery will be during 2014.

We hope you find this cPad Market Flash useful 
and would be pleased to discuss any of the 
points that it raises. 

Key Stats    

 78%
increase in December sales 

volume year-on-year  

75%
of sales were retail 

properties 

8.8%
average property yield 

380bp
yield gap between prime 
and secondary property 

cPad 

cPad is a joint initiative between Acuitus and IPD 

utilising auction sales data from EIG to provide a 

unique perspective on the commercial property 

market for private investors and private property 

companies. The aim is to create a valuable snapshot  

of today’s market and help investors shape their  

future investment strategy.

Market edges back towards normality
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In the auction room

Activity on the rise
The year finished strongly with auction volumes 78% 
above the corresponding December 2012 figure. This 
increase can be attributed to rising average lot sizes and a 
greater number of properties selling. December’s total 
sales of just under £123m compared with £68m in the 
comparable month of the previous year. A total of 202 
properties sold at an increased average lot size of just 
over £600,000. 

Retail once again dominated the sale room and 
represented 75% of the properties sold. The office sector 
again put in a good performance; accounting for 16% of 
all lots sold, with an average lot size of over £1m.

Although sale rates were down from 86% in October to 
81% in December, post-auction sales should push this 
higher and be in line with the consistently high level 
achieved for the year overall. All property sectors 
performed well with a noteworthy mention for the office 
sector where almost all properties offered in December 
sold.

Although volumes have increased over the year, demand 
exceeds supply for the better quality investments where 
investors are keen to have property investments as part of 
a balanced portfolio. This excess in demand is especially 
noticeable in London which accounted for only 16% by 
value of properties offered. The bulk of sales which 
represented the remaining 84% were located outside the 
Capital. 

The increase in confidence that started in London 2-3 
years’ ago is encouragingly now manifesting itself 
elsewhere in the UK with 80% of the investments offered 
outside of the capital finding buyers. Historically this is a 
high level and compares well with the 93% for London. 

For the property-savvy investor or property company, the 
glass has changed since the summer from half empty to 
half full. Vacant space, short leases, capital expenditure 
and failing tenants are no longer viewed automatically as 
the huge threats that they have been since 2008. In 
locations where there is occupier demand there is 
competition to buy assets which are fairly priced. In other 
locations where demand has still to recover and there is 
uncertainty about the pace and scale of improvement  
buyers are looking but still need to be encouraged by  
careful pricing from the outset of marketing, to invest 
their money.

The increasing number of lenders and the increased 
availability of debt in 2013 for the private investor are 
very encouraging and should lead to a continuing 
strengthening of investor demand in 2014. 

Commercial property auction sales summary

Sector Dec 2013 Oct 2013

Volume (£ million) ▼ 122.7 144.1

Properties sold ▼ 202 241

Average lot size (£) ▲ 607,350 598,052

Sales rate ▼ 81.0% 86.0%

Commercial property auction sales, £million

Sector Dec 2013 Oct 2013

Retail ▼ 91.8 106.9

Office ▼ 20.2 27.4

Industrial ▼ 0.7 1.7

Leisure and other ▲ 10.0 8.2

Region Dec 2013 Oct 2013

London ▲ 19.2 18.9

Rest of UK ▼ 103.5 125.2
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Commercial property auction sales rate, %

Sector Dec 2013 Oct 2013

Retail ▼ 80% 84%

Office ▼ 95% 96%

Industrial ▲ 100% 83%

Leisure and other ▲ 80% 80%

Region Dec 2013 Oct 2013

London ▲ 93% 76%

Rest of UK ▼ 80% 87%

Other property 
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Commercial property auction sales by price band 

Yields on the turn?
Might we be seeing the first signs of the prime and 
secondary yield gap contracting for the first time since 
2008? It may be too soon to call but with the prime yield 
at 6.6% and the secondary yield at 10.4% the yield gap 
of 380 basis points is below the 2013 trend of c.450 basis 
points.

Throughout 2012-2013 the average yield was trending at 
around 9.75% but with an 8.8% average yield in 
December for all properties sold at auction we may be 
seeing the first signs of a turn in secondary yields. 

The average retail yield was 8.5% down from 8.9% in 
October which reflects the increasing number of shops 
being sold with the benefit of new leases at today’s rental 
levels. There are now fewer over-rented properties in the 
sale room. Additionally it shows the strong investor 
demand for well-let shops on 10 year leases and retailer 
sale and leasebacks. The average yield for shops let for 10 
years or more is c.8.5% compared with 10.2% for 
properties let on leases of less than five years.

The average office yield was 10.9% but bearing in mind 
the wide variation in the type, locations and occupation of 
the offices price per square foot is often a more 
meaningful analytical tool.

The strength of demand in London is evident with an 
average yield of 6.2% against a yield of 9.2% for the rest 
of the UK. Having said this there are hot spots outside 
London where there is a local wealthy private investor 
base.

The received wisdom is that auction prices are 
proportionally hotter for the smaller properties as the 
number of small investors exceeds large investors and 
therefore the level of bidding pushes up prices. This has 
been shown not to be true over the full property cycle as 
exemplified in the December figures where the average 
yield for the £250,000-£500,000 price band was 9.2% 
compared with 8.4% for £1m+ lots. 

As investment characteristics such as location, quality of 
building and quality of income flow drive investment 
decisions rather than lot size this outcome is hardly 
surprising. Indeed this might augur well for an increasing 
number of larger properties being offered for sale by 
auction especially as buying power will be enhanced as 
the debt markets normalise.

In the market
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Yield summary by region

Sector Dec 2013 Oct 2013

London ▼ 6.2% 7.8%

Rest of UK ▼ 9.2% 9.6%

Yield bracket upper limit (%) 
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Yield summary by yield band 

Yield summary by sector

Sector Dec 2013 Oct 2013

Retail ▼ 8.5% 8.9%

Office ▼ 10.9% 12.1%

Industrial ▼ 10.7% 10.3%

Leisure ▼ 8.6% 10.4%

Other ▼ 8.4% 9.0%

Yield summary

  Yield by value band Dec 2013 Oct 2013

£0 - £250,000 ▼ 9.4% 9.8%

£250,000 - £500,000 ▼ 9.2% 9.5%

£500,000 - £1 million ▼ 8.3% 9.3%

£1 million + ▼ 8.4% 9.3%

Yield summary

All commercial property totals Dec 2013 Oct 2013

Average initial yield ▼ 8.8% 9.5%

Lower yield quartile ▼ 6.6% 6.8%

Upper yield quartile ▼ 10.4% 11.5%

Yield by unexpired lease term

0-5 years ▼ 10.2% 10.8%

6-15 years ▲ 8.8% 8.0%

16 years + ▲ 8.2% 7.1%
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UK retail market analysis

Capital growth, back by popular demand

In November 2013, national retail capital values continued 
to gather momentum increasing by 10 basis points to 
0.4% m/m according to the IPD UK Monthly Property 
Index. This was now the fourth consecutive rise in values, 
taking the cumulative gain to 1.1% m/m over this period. 
Stripping this down to just the standard retail unit sector, 
November also saw a sustained gain in values rising 0.5% 
over the month at the national level with south east 
values leading the rest of the UK by 20 basis points at 
0.7% m/m. The high street again showed a deviating 
trend with London’s shop values increasing by 1.1% m/m 
whilst the rest of the UK recorded flat growth of 0%, 
where November was the first time since May 2011 the 
rest of the UK’s standard shops did not decline in values, 
indicating improving economic sentiment is spilling out of 
London into the UK’s regional centres.

 On a rolling 3-month basis, between November 2013 
and August 2013, standard retail unit values in London 
saw growth of 2.5% q/q while those outside London fell 
by 0.1% q/q. 

This further improved the spread in regional pricing across 
the UK’s retail sector. The slowing decline in capital values 
in the rest of the UK suggest areas are no longer being 
starved of investment and value is being seen in regional 
assets.   

As the retail sector gets back into full swing towards at 
end of the year there are number of reasons to be more 
confident about the future, which is translating into 
positive valuer sentiment and yield driven capital growth.  
Over the course of the last 12-months, the two-speed 
market between London and the rest of the UK has 
become displaced with the spread of performance 
between the two regions converging. The capital value of 
standard shops in London rose by 6.1% y/y while for rest 
of the UK, values fell by 3.7% y/y. This decline compared 
to the 12-month to July decline of 6.3% y/y indicates 
significant improvement in outlook for the regions.

London standard shops  Rest of UK standard shops  
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Source: IPD UK Monthly Property Index



acuitus.co.ukipd.com 7

Low yield High yield 
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Standard shops capital value indices by yield, quarterly

Source: IPD UK Quarterly Property Index

Differing asset location play a significant role in 
determining performance, similar to this is asset quality 
determined by yield performance. IPD’s standard retail unit 
can be split in order to represent yield performance by 
prime (low yield) and secondary (high yield) assets. In the 
third quarter of 2013, prime retail units saw capital values 
rise by 2.5% q/q while secondary assets fell by 1.2% q/q. 
Investors looking to property allocations to provide long-term 
income streams and stability still have to work on an asset by 
asset basis, with opportunities for active management and 
future supply and demand carefully examined.

Economic indicators used in this report clearly indicate the 
UK’s economy is on the mend. When this combined with 
the fact that regional and secondary stock’s capital values 
are not decelerating in the same fashion  as previously 
seen, a compelling case can be made for investing in the 
commercial property.

London standard Rest of UK standard 
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Economic Score Card

Economic Score Card Average 

The economic score card continued to perform well with 
the average score remaining steady at 6.5 in Q3 2013 but 
rose again in November to 6.7. Future growth expectations 
for the economy continue to remain positive with pick up 
in consumer and business confidence. A large focus for 
the beginning of 2014 will be inflation and employment 
figures. Since the announcement of forward guidance by 
the Bank of England, much attention has been paid to 
estimating when the UK unemployment rate might fall to 
7%, given that this was the threshold at which the MPC 
said it would start to consider interest rises which will 
ultimately effect savers and borrowers. 
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Economic Score Card average

Source: IPD, ONS, EcoWin, Nationwide

Fully functioning 
market

Score card key

Partially functioning 
market

Impaired market 
function

Severely impaired 
function

7  6  5  4  3  2  1

Source: IPD, ONS, EcoWin, Nationwide

2008 2009 2010 2011 2012 2013

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Nov

Economic Score
Card Average

5.6 3.1 1.1 1.5 2.5 4.4 5.9 6.1 5.9 5.3 5.0 4.5 4.4 4.2 2.0 3.2 3.7 5.4 5.2 5.9 5.6 5.7 6.5 6.7

Inflation (CPI y/y) 6 2 1 4 5 7 5 5 3 4 4 2 1 1 1 1 3 6 7 5 5 5 5 7

FTSE All-Share 
(q/q)

4 5 1 1 5 7 7 7 7 5 7 7 7 7 2 7 7 7 7 7 7 7 6 7

Nationwide House
Price Index (q/q)

2 1 1 1 3 7 7 7 6 6 4 4 6 5 4 5 4 4 5 5 5 5 7 7

Consumer 
confidence

6 1 1 1 1 2 6 6 7 5 3 2 1 3 1 1 1 1 2 3 2 3 7 7

Unemployment
expectations

7 5 2 1 1 1 3 4 5 4 3 3 2 4 4 2 4 5 6 7 7 7 7 7

Retail trade
confidence

7 4 1 1 1 4 7 7 7 6 7 7 7 5 1 4 3 7 4 7 6 6 7 6

Expected retail 
trade

7 4 1 1 1 2 6 7 7 7 7 7 7 5 1 3 4 7 5 7 7 7 7 6
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Economic Score Card 
Variables

Score
Nov
2013

10-yr 
average

Analysis

Economic Score 
Card Average

6.7 6.7 2.7

The Economic Score Card Average rose to 6.7 in November 2013, a 
figure well above the 10-year average. This indicates that there are now 
real grounds for optimism that the UK economy is finally on the mend. 
A positive outlook across sectors paves a road for further growth for 
December and into 2014, however, businesses and consumers should 
remain cautious with various economic risks likely to cause bumps in the 
path ahead.

Inflation (CPI y/y)* 7 2.1% 2.7

Inflation, in November, drifted downwards however still remains above 
the Bank of England’s target rate. The largest contributions to the fall in 
the rate came from utilities and food, with both still continuing to 
weigh relatively heavily on lower income households. This was partially 
offset by upwards contributions from the transport sector. Inflation has 
remained stubbornly above target at an average of 2.7% in 2013 
suggesting that further easing of monetary policy may not arrive until 
the economy becomes more balanced.

FTSE All Share (q/q) 7 2.1% 0.0%

Equity markets continue to remain on a bullish path, with indicators 
such as PMI now looking more positive. Caution within the market still 
remains however, as banks adjust to tougher regulatory regimes , 
lending conditions remain constrained.l

Nationwide House Price 
Index (q/q)

7 2.7% 0.0%

House prices continue to gather momentum, with the pace of growth 
increasing to 2.7% in the three months to November. This has naturally 
fuelled speculation that the UK’s housing market is again entering into a 
housing bubble, however activity and prices still remain below peak 
levels. Mortgage repayments are now more consistent and suggest that 
households, instead of building up debt, are taking advantage of low 
interest rates to deleverage.

Consumer confidence 7 -3 -11

Although consumer confidence remains in the negative, confidence is 
now at -3 in November 2013 compared to -8 in July 2013. Signs of 
resurgent confidence comes as GDP figures saw the economy growth by 
0.8% in Q3 2013. However, further growth in household inflation and a 
decline in manufactorers’ exports tempered consumer confidence, 
keeping it in the negative. 

Unemployment 
expectations**

7 11 35
With unemployment rates falling to 7.6% in November and growth 
accelerating combnined with inflation not far above the 2% target the 
economy continues to moved in the right direction.. 

Retail trade confidence 6 -3 -1

Retail trade confidence fell in November 2013 to -3. This was largely 
due to seasonal factors with weather conditions dampening sales. 
Concern has also arisen from the potential impact of inflation and the 
relative slow growth in earnings.

Expected retail trade 6 6 8
Expected retail fell to 6 in November 2013, a sharp fall from the 
previously recorded 33 in July 2013. Although a large fall, November’s 
figure is only slightly lower than the 10-year average.

* Scoring is based upon deviation (either above or below) from the Bank of England’s target CPI rate of 2%
** Scoring is inverted. e.g. high value equals low score.

Sources: IPD, ONS, EcoWin, Nationwide

Economic Score Card Variables 

The Economic Score Card is an economic indicator tailored to monitor the health of consumers and retailers. For each 
component, a score of seven is awarded if the data point is greater than its 10-year average. For every third of a standard 
deviation the data point is below the average, the score is reduced by one. Each score contributes to the overall average, 
which is weighted using the same methodology as the European Commission’s Economic Sentiment Indicator (ESI) 
methodology. For further details, email IPD using the contact details on the back page.
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IPD
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Ten Bishops Square, Spitalfields
London E1 6EG
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