
SEPT
2012

KEY STATS

4% 
Sales Volume

55% 
of sales were

retail properties

69% 
Sales Rate

9.3% 
average  

initial yield

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.

Commercial Property Auction Data

acuitus.co.uk

Market gears up for  
Autumn auctions 

This cPad Market Flash looks back to the summer round of auctions in July 
and puts them into the context of the wider market.

The commercial property auction market is facing a new round of sales in 
October. These are seen as a vital market indicator and will reveal a great deal 
about where investor sentiment is heading. Volumes in the sale room have 
remained broadly steady throughout the year so far but we may well see a new 
higher level of product in the sale rooms next month.

Since its July auction, Acuitus has seen a sharp rise in the number of sale 
instructions reflecting a recognition by sellers that action needs to be taken 
now if proceeds of sale are to be received this calendar year.

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



AUCTION COMMENTARY

In the room: steady ahead
Activity levels as measured by the amount invested through 
the auction room have remained broadly steady showing only 
a small rise of 4% since May 2012 and 13% since February. 
However demand is constrained by lack of investment stock 
with the number of sales still at relatively low levels having 
remained flat for almost two years.

 

There has been a significant rise in the number of larger lots 
with £1m+ lots representing one in five of the properties 
sold at auction compared to one in ten in May. There were 
multi-million pound lots for all four property sectors of retail, 
offices, industrial and leisure. The average lot size increased to 
£560,000.

 

The number of lots in London as a proportion of the whole fell 
to 16% from 26% with four out of five properties being located 
outside the Capital. What was offered in London had a very 
high likelihood of sale with an 88% sale rate whereas this fell 
to 66% for investments sold outside. Notwithstanding this the 
overall sales rate of 69% was higher than in May. Post-auction 
sales will have taken the sale rate higher to over 80%.

 

Sellers are still reluctant to sell for fear of realising a loss on 
their original purchase or for a price less than the loan. This 
may well apply to those investments that are now in need of 
some good asset management to deal with short leases, voids 
and capital expenditure. What was once a secure income 
stream that produced a good return and kept the bank happy 
is now seen as having a finite life and owners simply can no 
longer hope for the best and do nothing.

 

This has produced an increase of properties outside London 
albeit still at historically low levels but this may change as 
investors recognise, often pushed by their lenders, that they 
should pass on the chain of ownership to another. We may well 
see an increase in properties for sale in the second half of the 
year as the end of 2012 hoves into view but not in sufficient 
quantities to produce a flood. The supply of properly priced 
properties should be easily absorbed by the amount of equity 
looking for a home in property.

COMMERCIAL AUCTION SALES SUMMARY

July 2012 May 2012

 Volume (£ million) 63.8 61.6

 Properties Sold 114 129

 Average Lot Size (£) 559,904 477,702

 Sales Rate 68.7% 66.3%

COMMERCIAL AUCTION SALES, £ MILLION 

Sector July 2012 May 2012

 Retail 35.7 35.1

 Office 12.1 14.2

 Industrial 5.3 2.9

 Leisure and Other 10.8 9.4

Region July 2012 May 2012

 London 10.0 16.1

 Rest of UK 53.9 45.5

COMMERCIAL AUCTION SALES RATE, %

Sector July 2012 May 2012

 Retail 69% 64%

 Office 71% 81%

 Industrial 80% 83%

 Leisure and Other 61% 59%

Region July 2012 May 2012

 London 88% 72%

 Rest of UK 66% 65%
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In the market: London leads
The All-Property Average Yield has weakened further since May 
and currently stands at 9.3%, the highest in this recession. 
Further analysis reveals that the gap between prime and 
secondary has widened from 290 basis points in May to 520 
now which is the largest in this property downturn.

This appears to have been driven by investors buying higher 
yielding properties as evidenced by the significant rise in the 
Upper Quartile Secondary yield to 11.9% which is 260 basis 
points higher than May. The Lower Quartile Prime yield has 
weakened only slightly to 6.7%, a rise of 30 basis points.

Investments in London continue to be the most keenly sought-
after with the average yield hardening to 6.9%. Investments 
outside London weakened by 100 basis points to 9.7%.

The Retail Average Yield which is the lowest of the property 
sectors at 8.9% was the most resilient weakening by 40% basis 
points since May 2012. Length of lease unexpired continues 
to be significant with 250 basis points separating the average 
yield for sub five years and 6-15 years; the respective yields 
being 10.6% and 8.1%

Better quality investments with 10-year plus income secured on 
a financially strong tenant continue to be keenly sought-after 
not only because they offer an attractive return compared with 
other investment media but also because finance is available to 
increase the investor’s buying power.

For more secondary property there is a growing consensus on 
pricing. This is being driven by the increasing realisation that 
there are no quick fixes to the recovery and also by the growing 
evidence of sustainable lower rental levels. For the sellers of 
these assets, prices may not be exciting but for the buyers it 
presents the opportunity to buy properties at sustainable re-
based rents - potentially a once-in-a-generation opportunity for 
those who have the requisite skills and the access to equity. 
We need to wait and see whether sellers are prepared to 
increase supply at these price levels.

  

YIELD SUMMARY BY SECTOR

Sector July 2012 May 2012

 Retail 8.9% 8.5%

 Office 10.2% 9.9%

 Industrial 11.6% 5.8%

 Leisure and Other 8.8% 7.5%

YIELD SUMMARY BY REGION

Sector July 2012 May 2012

 London 6.9% 7.1%

 Rest of UK 9.7% 8.7%

Number of Properties

0

5

10

15

20

25

30

0 3 4 5 6 7 8 9 10 11 12
Yield bracket upper limit (%)

YIELD SUMMARY BY YIELD BAND

YIELD SUMMARY

All Commercial Property Totals July 2012 May 2012

Average Initial Yield 9.3% 8.4%

Lower Yield Quartile 6.7% 6.4%

Upper Yield Quartile 11.9% 9.3%

Yield by Unexpired Lease Term

0-5 years 10.6% 10.1%

6-15 years 8.1% 7.4%

16 years + 9.8% 8.7%

Yield by Value Band

£0 - £250,000 9.8% 8.1%

£250,000 - £500,000 8.0% 9.0%

£500,000 - £1 million 8.9% 8.5%

£1 million + 11.1% 7.5%
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IPD PROPERTY MARKET 
COMMENTARY

The further weakening of the UK economy has dampened 
commercial property’s recovery, as reflected by the IPD UK 
Monthly Property Index. According to the Index, UK retail capital 
values witnessed a ninth consecutive month of decline, falling 
0.4% m/m in July 2012. Much of this decline in value can be 
credited to areas outside of London, away from the more affluent 
consumers, where falls in consumer confidence have taken their 
toll on the high street. This consistent downward pressure on the 
price of retail assets has resulted in negative capital growth of 
3.7% on a 12-month rolling basis. 

In line with this decline, standard retail values fell by 1.5% m/m 
in the three months to the end of July. This is in contrast to the 
mild growth seen during the same time in 2011 when UK retails 
saw values increase by 0.1% m/m. The price of standard shops 
in London rose 0.4% in the three months to July, with the Capital 
on a ‘second wind’ after values fell slightly at the start of 2012. 
Regional economic growth, however, failed to re-emerge and 
shops outside of London followed a different path with values 
falling 2.6% over the same period. 

The depressed UK retail market continues to echo the subdued 
tones of the UK’s current economic situation. The third 
consecutive quarter of GDP decline at 0.5% q/q in Q2 2012 
pushed the economy further into recession keeping consumer 
confidence in the doldrums, adding to the growing concerns 
surrounding retail trade volumes. Institutional investors 
subsequently backed away from regional retail and have been 
attracted to assets that offer a lower risk rather than a potential 
higher return. 

2012 has become an increasingly unsettled year and although 
previous cPad reports suggested that this year may bring further 
opportunities to investors, capital value losses have begun to 
gather pace outside of London. For Q2 2012, prime low-yield 
stock’s capital growth saw a rise from the previous quarter at 
0.2% q/q or 0.7% y/y. The price of high-yielding (secondary) 
assets continued to fall, similar to the previous quarter at -4.1% 
q/q, or -9.4% y/y. The gap between the two quality bands is 
growing and although low-yielding assets are holding their 
ground, high-yielding assets now have values lower than that 
seen in 2009. 

So far, 2012 has been a difficult year for the retail market.  
The auction market is heavily influenced by the wider economy 
and although in the past it has proven itself adaptable to the 
changes in the climate, the pressure will now be on investors to 
use key asset management methods to mitigate tenant risk and 
understand the relationship between income risk and return. 
Although overall investor sentiment may be deemed weak, 
promise may still be seen in a market where income performance, 
rather than rental growth or capital value growth has been the 
dominant driver.

STANDARD SHOPS
THREE-MONTH ROLLING CAPITAL VALUE CHANGE, %
Source: IPD UK Monthly

STANDARD SHOPS
CAPITAL VALUE INDICES BY REGION, MONTHLY
Source: IPD UK Monthly

London 
Standard Shops

Rest of UK 
Standard Shops

STANDARD SHOPS
CAPITAL VALUE INDICES BY YIELD, QUARTERLY
Source: IPD UK Quarterly

Low Yield
Standard Shops

High Yield
Standard Shops
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Score
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Negative GDP 
growth q/q

2007 2008 2009 2010 2011 2012

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Jul

Economic Score  
Card Average

6.3 6.8 6.7 6.0 5.6 3.1 1.1 1.5 2.5 4.4 5.8 6.1 5.9 5.3 4.9 4.5 4.4 4.2 2.0 3.2 3.7 5.4 5.1

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

FTSE All Share (q/q) 7 7 6 7 4 5 1 1 5 7 7 7 7 5 7 7 7 7 2 7 7 7 5

Nationwide House Price 
Index (q/q)

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

Consumer Confidence 7 7 7 7 6 1 1 1 1 2 6 6 7 5 3 2 1 3 1 1 1 1 2

Unemployment Expectations 7 7 7 7 7 5 2 1 1 1 3 4 5 4 3 3 2 4 4 2 4 5 5

Retail Trade Confidence 7 7 7 5 7 4 1 1 1 4 7 7 7 6 7 7 7 5 1 4 3 7 7

Expected Retail Trade 7 7 7 4 7 4 1 1 1 2 6 7 7 7 7 7 7 5 1 3 4 7 6

Source: IPD, ONS, EcoWin, Nationwide
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KEY MARKET DATA

Economic Score Card Average ECONOMIC SCORE CARD AVERAGE

Score card key

7 6 5 4 3 2 1

Fully Functioning  Partially Functioning  Impaired Market  Severely Impaired
Market  Market  Function  Function

The economic score card average rose solidly in Q2 2012 
to 5.4, although it relinquished some ground in July to 5.1. 
The recent fall came largely from a worsening in the UK 
equity market, whose growth had remained positive over 
the last three consecutive quarters. Retailer expectations 
were elevated in Q2 2012, perhaps in response to the 
London Olympics and the Queen’s Jubilee celebrations and 
an expectation for strong summer performance. However, 
consumer sentiment and importantly consumer spending  
did not follow suit and expected retail trade decreased in 
July from Q2 2012, hinting that retailers may not be on the  
up just yet. 



For further information on cPad or the services provided by  
Acuitus, IPD and EIG, please contact: 

Acuitus

Richard Auterac 
Chairman and Auctioneer 
+44 (0)20 7034 4851 
richard.auterac@acuitus.co.uk

Acuitus Real Estate  
Auctioneering & Investment 
14 St.Christopher’s Place,  
London W1U 1NH

 
acuitus.co.uk

IPD

Greg Mansell 
Head of Research, UK and Ireland 
+44 (0) 20 7336 9384 
greg.mansell@ipd.com

Investment Property Databank 
1 St John’s Lane,  
London EC1M 4BL 

 
 
ipd.com

EIG

David Sandeman 
Managing Director 
+44 (0)1737 232289 
davids@eigroup.co.uk 

Essential Information Group -  
The Property Auction 
Information Specialists 
9 Castlefield Road, Reigate,  
Surrey RH2 0SA

eigroup.co.uk

ECONOMIC SCORE CARD VARIABLES

Source: IPD, ONS, EcoWin, Nationwide*   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.

Economic Score Card Variables Score
Jul 

2012
10-yr 
avg.

Analysis

Economic Score Card Average 5.1 5.1 5.7
The ESC average improved from 4.9 in April to 5.1 in July. This slight improvement was 
mainly thanks to improvements to the scores of inflation, unemployment expectations and 
retail confidence.

Inflation (CPI y/y)* 6 2.6% 2.2%
Annual inflation stood at 2.6% in July, up from 2.4% in June. The largest upward pressure 
on the change in the CPI rate came from transport costs (particularly air fares) and clothing 
& footwear. 

FTSE All Share (q/q) 5 -4.1% 0.0%
Further uncertainty in the eurozone saw July experience a mass equity sell-off. Overall, 
shares ended the month on -4.9% q/q, well below the 10-year average of 0.0% q/q.

Nationwide House Price Index (q/q) 4 -1.0% 1.8%
The Nationwide House Price Index ended up in negative territory at the end of July, 
recording -1.0% q/q. This comes as no surprise with demand for houses remaining 
cautious as solutions to the current crisis are still not apparent. 

Consumer Confidence 2 -18 -8
A lack of appetite for frivolous spending among British consumers was once again down to 
very low levels of consumer confidence in July. Although not as low as levels seen in January 
and April, it was still well below the 10-year average.

Unemployment Expectations** 5 39 30
Job creation is underway in a number of sectors but jobs tend to be temporary in many 
cases. The unemployment rate was 8.1%, down 0.2% on the quarter and July saw the 
survey return a score of 39 pushing it closer to the 10-year average. 

Retail Trade Confidence 7 4 1
It seems that retail confidence is slowly edging back into a more positive outlook. The 
survey returned a higher figure than the 10-year average, which will be seen as comforting 
news to many.

Expected Retail Trade 6 7 11
Expected retail trade confidence is also improving: it was at 6 at the end of April but at 
the end of July moved to 7. However it remains below the 10-year average of 11.

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. For further details, email IPD 
using the contact details found at the back of this report.


