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Welcome to the latest Commercial Property Auction 

Data (cPad) Market Flash which analyses the £114m of 

commercial property assets that sold at auction during the 

latest round of auctions in December 2015, and also looks at 

the sector’s performance during the year as a whole.

The auction room grew its profile and market impact during 

2015. The lot size value of properties brought forward 

for sale continued their upward trend; the average for 

2015 standing 25% higher than that recorded in 2013. 

Furthermore, the December saw an exceptional sale rate 

of 91%, a marked uplift on the autumn auctions and that 

recorded at the end of 2014. All ‘Other Property’ assets 

found buyers while the office sector also found strong 

demand. Assets outside the capital attracted particularly 

strong demand achieving a sale rate of 91%.

Demand remains well ahead of supply with many owners 

still preferring to retain income producing assets. This 

continues to be driven in part by the difficulty of re-investing 

sale proceeds to achieve an equivalent return.

The All Property Rolling Average Yield continued its 

downward shift reaching 8.56% in December 2015. 

cPad is a joint initiative between Acuitus and MSCI 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.

In part this reflects the quality of stock offered in the 

room, but also improved investor confidence and a greater 

willingness to invest in assets that may have previously 

been perceived as higher risk. The 20 basis point fall over 

the last auction period in the average Upper Quartile yield, 

which represents more secondary property, underlines this 

shift in sentiment. Assets that offer active management 

opportunities, including conversion to residential remain in 

strong demand.

2015 saw the continued strength of the London market, 

although with many owners reluctant to sell, a shortage 

of stock and high demand drove the average yield down to 

5.4%. However, the last 12 months has also seen a marked 

shift towards assets outside the capital. The commercial 

property auction room is now less dependent on the demand 

for London assets, which represented on average during 

2015 only 8% of the lots offered, compared to 11% in 2014. 

There is a growing appetite for properties outside the 

Capital across the sectors, reflected in the continued fall in 

the average yield for Rest of UK property to 8.78%.

We hope you find this cPad Market Flash useful and would be 

pleased to discuss any of the points that it raises. 



ACUITUS CPAD AUCTIONS REPORT FEBRUARY 2016

3

DEMAND OUTSTRIPPING SUPPLY
At £114m commercial auction market transactions were 

a marginal 3% down by value on December 2014. 175 

properties were sold compared with 165 the previous year. A 

total of 1,057 properties were sold in 2015, in line with that 

seen in 2014 and 9% ahead of the turnover in 2013.

Retail assets accounted for 69% of sales by value in 

December with offices dipping back to 12% of the total, 

slightly below the long term average. However, the average 

lot size of office assets sold was 52% higher than that seen 

at the end of 2014, reflecting the quality stock attracted to 

the auction room. Although the average lot size was higher 

than other sectors, this did not deter investors and 94% of 

those lots offered found buyers. Industrial assets remain in 

demand, attracting a 22% increase in the average lot size 

when compared with the autumn auction period, although 

down on December 2014. 

The sales rate in December was closest to the highest 

recorded at 91%. Demand remains in excess of supply with 

owners still preferring to retain assets rather than sell. The 

difficulty of re-investment of the proceeds of sale to provide 

an equivalent return is proving a barrier to sales and a 

challenge for investors seeking to grow portfolios.

13% of the total volume of assets traded were located in 

London with 87% outside the capital. 

IN THE AUCTION ROOM

COMMERCIAL PROPERTY AUCTION SALES SUMMARY

SECTOR DEC 2015 OCT 2015

VOLUME (£ MILLION) q 113.7 219.9

PROPERTIES SOLD q 175 260

AVERAGE LOT SIZE (£) q 649,451 845,708

SALES RATE p 91.1% 88.4%

COMMERCIAL PROPERTY AUCTION SALES (£ MILLION)

SECTOR DEC 2015 OCT 2015

RETAIL q 77.9 175.4

OFFICE q 13.5 14.1

INDUSTRIAL ¬ 3.5 3.5

LEISURE q 15.2 18.7

OTHER q 3.5 8.2

REGION DEC 2015 OCT 2015

LONDON q 14.3 58.4

REST OF UK q 99.3 161.5

The wide reach of the auction market place remains 

attractive to owners of assets outside London where buyer 

demand is more fragmented and difficult to identify. That said 

there is a marked uptick in the demand for assets outside the 

Capital, with a sales rate of 91%, well ahead of the 82% of a 

year earlier, and slightly above that for London in December, 

which stood at 89%.

There is further evidence to demonstrate the auction 

room is attracting high lot size assets as funds and banks 

increasingly opt for this route for disposal to maximise price 

in a somewhat more fragmented market. The average value 

of assets sold in December was 8% ahead of the long term 

average, while the number sold at over £1m also stood ahead 

of the average.

This is a positive shift for both vendors and investors. Very 

high net-worth investors and the larger property companies 

are looking for assets in the £2m-£7.5m+ range, but in the 

past this segment of the market has struggled, falling between 

two stools of the sales process. The sales success of high 

value assets demonstrated in this report over recent quarters, 

will increasingly redefine the natural sales home for such 

assets. We therefore expect to see a greater number of high 

value assets coming forward to the auction room. Frustrated 

investors will welcome this, particularly as the number of 

vendors expands due to rising wealth, pension changes and 

concerns over the fortunes of other asset classes. 



ACUITUS CPAD AUCTIONS REPORT FEBRUARY 2016

4

Source: cPad

COMMERCIAL PROPERTY AUCTION SALES BY PRICE BAND

COMMERCIAL PROPERTY AUCTION SALE RATE (%)

SECTOR DEC 2015 OCT 2015

RETAIL q 69% 80%

OFFICE p 12% 6%

INDUSTRIAL p 3% 2%

LEISURE p 13% 8%

OTHER q 3% 4%

REGION DEC 2015 OCT 2015

LONDON ¬ 100% 100%

REST OF UK ¬ 91% 91%
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Over the last 12 months, the property sector yields for retail 

investments fell marginally. However the office, industrial 

and leisure sectors saw sharp inward movements of 75 

bp, 132 bp and 112 bp respectively. The sector yields (RAY) 

are retail at 8.45%; office at 9.98%, industrial at 8.76% and 

leisure at 7.72%.

The strength of the London market is demonstrated with a 

hardening of yields by 91 bp during 2015 to stand at 5.40%. 

Outside of London, average yields also fell slightly over 

the 12 months from 9.00% to 8.78%. Much of this fall has 

occurred over the last six months. Buyer interest has 

continued to broaden across the UK regions and property 

sectors. Improving economic circumstances for consumers 

with rising real incomes has undoubtedly helped the wider 

retail sector. Similarly, the office market outside prime 

locations has been buoyed by rising business investment 

and confidence. The normalisation of the lending market 

has supported investor aspirations to take advantage 

of the improving economic backdrop. That said, global 

economic uncertainty and the impending EU referendum will 

inevitably impact on real and perceived investment risk over 

the coming quarters. 

YIELDS HARDEN FOR OFFICE, 
RETAIL, LEISURE, REST OF UK 
AND LONDON

To give a more useful indicator of underlying yield trends, cPad 

gives a Rolling Average Yield (RAY) rather than a spot yield. 

This will smooth out the wide variation in yields that can occur 

between auction rounds in a single year. These variations are 

caused by the sample size and the differences in the basket 

of properties sold. The RAY is a moving average of the current 

and four preceding auction rounds in a 12-month period. 

The average all-property RAY stood at 8.56% in December 

2015, down 16 basis points (bp) from December 2014. This 

fall is seen across all the value bands and is particularly 

notable in the upper quartile segment of the market, which 

reflects more secondary property. This suggests investors 

are a little less risk averse and are willing to look further 

afield in order to secure assets.

At the prime, better quality end of the investment spectrum 

competition from buyers was strong driving a further fall in 

the prime RAY, falling from 6.46% in December 2014 to 6.40% 

in December 2015. The secondary yield saw a fall from 10.09% 

to 10.00%, although this masks fluctuations during the year 

and a particularly sharp fall since July, during which time 

yields dipped 40 bp.

IN THE MARKET

This freehold retail investment on Wood Green High Road in London sold at the December Acuitus auction for £2.1m at a 

yield of 5%. The 5,043 sq ft shop is let to Holland & Barrett until 2026 at a current rent of £111,200pax.
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Source: cPad

SPOT YIELD SUMMARY BY YIELD BAND

SPOT YIELD SUMMARY

ALL PROPERTY DEC 2015 OCT 2015

AVERAGE INITIAL YIELD q 8.0% 8.4%

LOWER YIELD QUARTILE q 6.1% 6.2%

UPPER YIELD QUARTILE q 9.1% 10.0%

YIELD BY UNEXPIRED 

LEASE TERM
DEC 2015 OCT 2015

0-5 YEARS q 8.8% 9.4%

6-10 YEARS p 7.9% 7.5%

11-15 YEARS q 7.0% 7.2%

SPOT YIELD SUMMARY BY SECTOR

SECTOR DEC 2015 OCT 2015

RETAIL q 8.1% 8.4%

OFFICE q 8.3% 9.2%

INDUSTRIAL p 9.5% 8.1%

LEISURE q 6.8% 8.6%

OTHER q 6.8% 6.9%

YIELD BY VALUE BAND DEC 2015 OCT 2015

£0 - £250,000 q 8.4% 9.3%

£250,000 - £500,000 q 7.8% 8.3%

£500,000 - £1 MILLION q 8.2% 8.4%

£1 MILLION+ q 7.6% 7.8%

SPOT YIELD SUMMARY BY REGION

REGION DEC 2015 OCT 2015

LONDON p 5.6% 5.1%

REST OF UK q 8.3% 8.6%
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Source: IPD UK Monthly Property Index

UK RETAIL RECOVERY  
CONTINUES BUT UNCERTAINTY 
TO DOMINATE 2016

The UK commercial property market recorded a further year 

of growth in 2015, with average capital values rising by a 

further 7.8% according to the IPD UK Quarterly Property 

Index. The growth was at a slower pace than was recorded 

in 2014, when values rose by 11.9%, but still marks the third 

consistent year of value growth in a market finally moving 

out of recovery mode. 

In line with improving capital values and a fall in the 

perceived level of income risk, the annual income return 

closed at 5.0%, the lowest level since 2007 and evidence 

of the confidence of investors in the marketplace. This 

confidence is not unbridled, as certain uncertainties emerge 

in the UK market for 2016, with the BREXIT issue weighing 

heavily on investor minds. This uncertainty may temper 

performance, particularly from a yield basis as the market 

moves forward this year.

UK RETAIL MARKET ANALYSIS

STANDARD SHOPS CAPITAL VALUE INDICES BY REGION (MONTHLY)

Initial yields in the UK commercial property market closed 

out 2015 at 4.8%, the lowest posted since 2007, with average 

yield for standard shops – the focus on this CPAD report 

– closing at 5.1%. Yields in this market have compressed 

from a high of 8.0% at the bottom of the market in 2009, 

highlighting a dramatic recovery for this type of property, 

albeit mostly driven by a strong London performance. 

For standard shops in the rest of the UK, the recovery has 

not been as dramatic but performance trends were strong 

in 2015, with an average total return of 8.7%, mostly driven 

by sector leading income returns in excess of 5.8%. Capital 

growth was more muted outside London, with values rising 

by 2.8%, but rents fell back marginally by -0.1%. Standard 

shops in the rest of the UK have now not posted market level 

rental growth since 2007, and many leases remain over-

rented. Despite this leasing risk, investor appetite for such 

assets has improved, with a positive yield impact of 3.8% as 

investors move beyond London in chase of stronger yields 

and competitive income levels.
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STANDARD SHOPS CAPITAL VALUE INDICES BY YIELD (QUARTERLY)

Source: IPD UK Monthly Property Index

STANDARD SHOPS THREE-MONTH ROLLING CAPITAL VALUE CHANGE (%)

Source: IPD UK Monthly Property Index
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BREXIT and concerns for growth in emerging markets is 

likely to dominate in 2016 presenting a degree of uncertainty 

not seen since 2008.

The Economic Score card stabilised at 6.2 in December 2015, 

unchanged from the October 2015 score. However, the final 

months of 2015 saw increased volatility in global equities 

markets as concerns about China and other BRIC’s economies 

were further exacerbated by the collapse of oil prices.

ECONOMIC SCORE CARD AVERAGE

ECONOMIC SCORE CARD

Fully 

functioning 

market

SCORE CARD KEY

Partially 

functioning 

market

Impaired 

market 

function

Severely 

impaired 

function

7 6 5 4 3 2 1

ECONOMIC 

SCORE CARD 

AVERAGE

2007 2008 2009 2010 2011 2012 2013 2014 2015

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 DEC 15

6.9 7.0 6.5 6.2 5.7 4.0 1.6 1.7 2.4 4.4 5.9 6.5 6.6 5.5 5.7 5.3 5.1 5.3 2.3 4.3 4.7 5.4 5.6 6.6 6.4 6.4 7.0 6.9 6.3 6.6 6.2 6.1 6.2 5.9 6.2 6.2

Inflation (CPI 

y/y)
6 7 5 6 7 4 1 6 7 5 3 7 5 6 6 4 3 3 1 3 5 7 6 7 7 7 7 6 4 5 3 1 1 1 1 1

FTSE All-Share 

(q/q)
7 7 5 6 2 5 1 1 2 7 7 7 7 1 7 7 6 6 1 7 7 4 7 7 7 5 7 7 5 6 5 6 7 5 7 7

Nationwide 

House Price 

Index (q/q)

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

Consumer 

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

Unemployment

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

Retail trade

confidence
7 7 7 6 7 4 1 1 1 4 7 7 7 6 7 7 7 6 1 4 4 7 5 7 6 7 7 7 7 7 7 7 7 7 7 7

Expected retail 

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

Source: IPD, ONS, EcoWin, Nationwide

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 ESI methodology.

The UK economy appears to have moved into a period of 

relative stabilisation in 2015 with improvements spreading 

nationwide. The pace of economic growth has remained 

consistent, unemployment levels too have stabilised, even 

increasing marginally, but overall there have been broad 

improvements in performance. Low inflation remains a 

challenge with price growth still well behind the Bank of 

England target rate, while any interest rate hikes are likely 

to be stymied by concerns for UK economic growth in 2016. 
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ECONOMIC SCORE CARD AVERAGE

Source: IPD, ONS, EcoWin, Nationwide

A 7,333 sq ft office investment on the Madison Business Park in Manchester sold at the Acuitus December auction for £1.35m at a 

yield of 7.7%
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ECONOMIC SCORE 
CARD VARIABLES

SCORE DEC
2015

10-YR 
AVG

ANALYSIS

ECONOMIC SCORE 

CARD AVERAGE

6.2 6.2 5.6 The Economic Score Card Average has continued to trend 

towards 7 over the course of the year 2015, suggesting the UK 

economy is close to a fully functioning market. In December 

2015, the average score was 6.2 representing a moderation 

from the 6.8 score posted in December 2014. Much of this 

decline is due to weak inflation score and volatility in global 

equities. 

INFLATION (CPI 

Y/Y)*

1 0.2% 2.5 The rate of inflation in the UK remained low at 0.2% per annum 

by December 2015, having turned positive in November for the 

first time in four months. According to the Office for National 

Statistics (ONS) transport costs, alcohol and tobacco prices 

were the main contributors to the rise in the rate. This was, 

however, offset by a drop in clothing prices, which for the first 

time recorded a decline between October and November 2015.

FTSE ALL SHARE 

(Q/Q)

7 3.2% 1.0% The FTSE All Share saw a return to positive total return 

performance in December 2015 following a volatile final half 

of 2015. Much of the recent market declines have surrounded 

poor forecasts from emerging markets and the weakening of 

oil prices. Further worries about the banking sector also 

tempered performance with the spectre of negative interest 

rates making investors reassess their earnings expectations 

for 2016.

NATIONWIDE 

HOUSE PRICE 

INDEX (Q/Q)

7 1.5% 0.6% The Nationwide House Price Index recorded further growth in 

UK prices in the final months of 2015, with an average rise of 

1.5% nationally in the last quarter. This represents annual 

growth of 4.4%, meaning that the average price of a property 

in the UK is now £196,829 at the end of December 2015.

* Scoring is based upon deviation (either above or below) from the Bank of England’s target CPI rate of 2%
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** Scoring is inverted. (High value equals low score) Sources: MSCI, ONS, EcoWin, Nationwide

ECONOMIC SCORE 
CARD VARIABLES

SCORE DEC
2015

10-YR 
AVG

ANALYSIS

CONSUMER 

CONFIDENCE

7 4 -10 UK Consumer Confidence levels continued to rise in the last 

few months of 2015, despite the global market turmoil that 

has tempered growth in many emerging markets. UK 

consumers have remained bullish in December, with a positive 

outlook for their personal finances in 2016.

UNEMPLOYMENT 

EXPECTATIONS**

7 11 32 Employment levels in the UK have continued to improve 

throughout 2015 as business confidence strengthens in line 

with an improving economic outlook. According to the latest 

Business Trends Report by BDO employers in the UK plan to 

keep hiring more staff, but are growing concerned about the 

country’s failure to raise productivity. The Unemployment rate 

fell to 5.2% in the last quarter of 2015, the lowest rate in 

nearly 10 years. 

RETAIL TRADE 

CONFIDENCE

7 14 1 UK retail trade confidence has remained strong in 2015 with 

levels consistently above the long-term average. However, 

more recently, warnings have been sounded by major retailers 

on the potential UK exit from the EU which could potentially 

have an economically damaging impact on the UK retail sector. 

EXPECTED  

RETAIL TRADE

7 31 11 Major UK retailers saw a diverse Christmas performance with 

many big names recording weak sales following the 

unseasonably warm winter weather in tandem with the 

continued rise of online shopping. Additionally the consumer 

reluctance to pay full price has added up to a fairly poor 

Christmas season for some retailers. Confidence for 2016 has 

been tempered by global concerns, but UK retailers are likely 

to benefit from continued confidence from consumers, which 

may mark the UK out as one of the few European retail 

markets to strengthen further in 2016.
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For more than 40 years, MSCI´s research-

based indexes and analytics have helped the 

world´s leading investors build and manage 

better portfolios. Clients rely on our offerings 

for deeper insights into the drivers of 

performance and risk in their portfolios, broad 

asset class coverage and innovative research.

Our line of products and services includes 

indexes, analytical models, data, real estate 

benchmarks and ESG research.

MSCI Services 97 of the top 100 largest 

money managers, according to the most 

recent P&I ranking.

For more information, visit us at  

www.msci.com.
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approach to the auction process.
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property into a sophisticated platform for 

enabling investment strategies. 
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commercial property auction sector’s 

leading research studies.
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