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The MSCI /Acuitus cPad report reviews
activity in the commercial real estate
auction market. The report is underpinned
by analysis of the long running Commercial
Property Auction Data (cPad) series, which
provides transaction-based market prices.
COMMERCIAL PROPERTY AUCTION SALES SUMMARY
(£ MILLION)
VOLUME (£ MILLION)
PROPERTIES SOLD
AVERGE LOT SIZE (£)
SALES RATE (%)

DEC 2018

OCT 2018

118.8
202
588,000
85.6

152.8
309
494,434
75.7

COMMERICAL PROPERTY AUCTION SALES (£ MILLION)
SECTOR

RETAIL
OFFICE
INDUSTRIAL
LEISURE
OTHER
REGION

LONDON
REST OF UK

DEC 2018

OCT 2018

86.8
20.9
1.8
5.8
3.5

133.2
12.2
0.9
5.5
1.0

DEC 2018

OCT 2018

14.6
104.2

14.1
138.7

COMMERICAL PROPERTY AUCTION SALES RATE (%)
SECTOR

RETAIL
OFFICE
INDUSTRIAL
LEISURE
OTHER
REGION

LONDON
REST OF UK

DEC 2018

OCT 2018

86.6
85.7
100.0
72.7
75.0

76.3
64.0
33.3
85.7
81.8

DEC 2018

OCT 2018

80.0
86.1

75.0
75.8

Volume of activity in the auction room (£m)

OVERVIEW
Sales in the commercial property auction market achieved slightly over £716m in
2018. Activity was 18% down on 2017, which is not surprising given the economic and
political backdrop, although the contrast is more marked as 2017 was a particularly
strong year.
The looming Brexit deadline during the latter months of the year has taken its toll
on the commercial property market as a whole. Auction activity is not immune to
this uncertainty, with activity in December down 20% on the equivalent point last
year with sales of £119m.
The lull in activity is not across the board however; long standing private
commercial property investors are continuing to place money in the market. This
is reflected in a sharp increase in the sale rate to almost 87%, helped also by
vendors adjusting their disposals to the current market appetite.

RETAIL IN DEMAND
Retail assets comprised their highest proportion of all sales since the start of the
cPad series. 76% of sales were in the retail sector compared with 73% in 2017
and a long run average of 69%. By the end of 2018 the retail sale rate reached
its highest level since early 2015. This reflects both the quality of assets coming
forward for sale and the longer term opportunities for town centres seen by
professional private investors looking beyond press headlines.
The value of industrial property sold during 2018 was sharply down on 2017; in
part, reflecting lower values in the retail sector and the wider market shortage
of stock. Investors remain reluctant to dispose of industrial assets despite strong
buyer appetite.
The volume of London assets sold has remained relatively stable over the last
12 months, averaging 17% of the total. This is slightly ahead of the 14% recorded
in 2017. The average lot size of London assets is virtually unchanged on 2017 at
slightly over £1m.
The average lot size across the market was £588,000 marginally down on the
previous year. However, over 12% of assets sold for over £1m in the auction
room in 2018, marginally down on the number in 2017, reflecting the more
cautious market overall.

DEMAND FOR SECURE LONG TERM INCOME
The cPad All Property Rolling Average Yield (RAY) stood at 8.28% at the end of 2018,
up 17 bp over the last 12 months. The post summer period recorded the turning
point in prices although the last auction round of the year saw minimal change.
Average yields remain lower than prevalent before the Brexit vote.
Reflecting stock shortages, the industrial sector saw the greatest price movement.
Yields for the sector moved inwards by 71 bp over the year. Despite the challenging
backdrop for the retail sector, yields only saw an outward yield movement of 22
bp, a reflection of the quality of stock coming forward for sale and experience of
investors in the market.
Pricing for assets outside the capital remained stable in 2018, but prices in London
slipped, reflecting the wider market. The London RAY rose by 39 bp although the last
auction round suggested a possible stabilisation.
Demand for short lease length assets waned during the second half of 2018, driving
an outward yield movement of 20 bp. Conversely, this period of uncertainty has
increased demand for long term income assets, the RAY moving inward by 27 bp.
The gap between prime and secondary commercial property values has reduced
slightly since the start of 2018. The Lower Quartile RAY, which reflects the higher
quality segment of the market, moved out by 26 bp over the last 12 months to
6.26%, while the Upper Quartile segment of the market, rose by just 10 bp to 9.68%
stabilising having seen price weakness early in 2018.

ROLLING AVERAGE YIELD (RAY) SUMMARY

AVERAGE YIELD
LOWER YIELD QUARTILE
UPPER YIELD QUARTILE

RAY BY SECTOR

RETAIL
OFFICE
INDUSTRIAL
LEISURE
OTHER

RAY BY REGION

LONDON
REST OF UK

RAY BY UNEXPIRED TERM

DEC 2018

OCT 2018

8.28
6.26
9.68

8.24
6.23
9.71

DEC 2018

OCT 2018

8.32
8.09
7.53
7.67
7.01

8.26
9.08
8.18
7.68
6.93

DEC 2018

OCT 2018

6.12
8.48

6.27
8.41

DEC 2018

OCT 2018

0-5 YEARS

9.43

9.24

6-15 YEARS

8.19

8.14

6+ YEARS

6.92

6.91

RAY BY UNEXPIRED TERM

DEC 2018

OCT 2018

£0-£250,000
£250,000-£500,000
£500,000-£1 MILLION
£1 MILLION +

9.21
8.51
7.75
7.27

9.18
8.51
7.66
7.23

CONTACT

The dominance of experienced property investors in the current market has
delivered a degree of stability, with a focus on assets providing longer term
income and opportunity that can, as much as possible, transcend Brexit
uncertainty. We expect this position to be maintained until greater clarity.
The current robust demand demonstrated by experienced private investors
will provide opportunities for institutional investors seeking to restructure
portfolios early in 2019 following year end valuations.

ROLLING AVERAGE YIELD (RAY)
The cPad series provides a Rolling Average Yield (RAY) which is a moving
average of the current and four preceding auction rounds in a 12-month period.

SPONSORS

General Enquiries
realestate@msci.com

msci.com
Acuitus.co.uk

EIGpropertyauctions.co.uk

richard.auterac@acuitus.co.uk

david.sandeman@eigroup.co.uk

ABOUT MSCI
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 serves 99 of the top 100 largest money
managers, according to the most recent P&I ranking. For more information, visit us at www.msci.com.
The information contained herein (the “Information”) may not be reproduced or redisseminated in whole or in part without prior written permission from MSCI. The Information may not be used to verify or
correct other data, to create indexes, risk models, or analytics, or in connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial products or other investment
vehicles. Historical data and analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. None of the Information or MSCI index or other product
or service constitutes an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or trading strategy. Further, none of the Information or any MSCI index is
intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. The Information is provided “as is” and
the user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF MSCI INC. OR ANY OF ITS SUBSIDIARIES OR ITS OR THEIR DIRECT OR INDIRECT
SUPPLIERS OR ANY THIRD PARTY INVOLVED IN THE MAKING OR COMPILING OF THE INFORMATION (EACH, AN “MSCI PARTY”) MAKES ANY WARRANTIES OR REPRESENTATIONS AND, TO THE MAXIMUM
EXTENT PERMITTED BY LAW, EACH MSCI PARTY HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.
WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM EXTENT PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE MSCI PARTIES HAVE ANY LIABILITY REGARDING ANY OF THE INFORMATION
FOR ANY DIRECT, INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL (INCLUDING LOST PROFITS) OR ANY OTHER DAMAGES EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES. The foregoing shall not
exclude or limit any liability that may not by applicable law be excluded or limited.
©2019 MSCI Inc. All rights reserved | CFS0119

