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help investors shape their future investment strategy.
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Sustained buying continues 

This cPad Market Flash analyses the £116m of commercial property that was 
sold at auction in February and March 2013 and puts in the wider context of 
what is happening in the sector and economy as a whole.

The sustained auction buying that characterised the final quarter of last year 
has continued and sale rates have increased accordingly.

A growing number of investors – particularly experienced property companies 
– now believe that prices for certain assets have reached the bottom and 
represent a good opportunity for those who have asset management skills. 

While retail property still accounts for the majority of assets sold at auction 
there is now stronger demand for office and industrial properties. Against this 
backdrop, the capital values of prime retail properties continue to strengthen 
while there is still a drift in the secondary market. However, it may be in the 
latter category where most opportunity lies. 

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

from Feb/Mar auctions



AUCTION COMMENTARY
In the room: investors spotting opportunities
The increased activity that was evident in the final quarter of 
2012 was sustained during the February and March auctions 
with sales showing a 104% increase year-on-year. Total 
combined sales in February and March reached £116m which 
was 68% up on December. 

Sale rates have maintained their high levels with 79% of all 
lots selling. However, sellers must not get ahead of themselves 
when it comes to pricing in what is still a fragile market. Various 
unsold lots were testament to the fact there is still something 
of a disconnect between the expectations of sellers and buyers 
– although there is definitely more consensus than a year ago 
when average sale rates were in the 65%-75% band.

The current improved sale rate can be attributed to a 
generally low supply level and an increase in demand which 
has been fuelled by a realisation that for certain assets the 
bottom of the market has been reached. There has been 
a marginal improvement in buyer confidence as private 
investors continue to seek alternatives to low yielding bonds. 
Similarly, experienced property companies believe they have 
the right asset management skills to turn properties which 
are sensibly priced and reflect the current economic and 
financial circumstances into income producing assets with the 
expectation of capital appreciation in the medium to long term.

In the latest round of auctions,66% of the lots sold were retail 
properties. However, there has been a significant increase in 
investor interest in the office sector during the last 12 months 
and this asset type accounted for 17% of the lots most recently 
sold.

This is a very encouraging trend as it shows that multi-let office 
buildings across the UK can be recycled into the hands of 
assets managers who believe they can turn them around either 
in their existing use or for residential. This was reflected in the 
£1m+ average lot size of office assets that were bought in the 
latest sales.

Although there is good investor demand for industrial stock 
the supply coming into the saleroom remains low. Industrial 
property accounted for just 2% of the recent sales. With 
demand exceeding supply this must present an opportunity for 
vendors.

The improved market has not just been driven by London: more 
than three quarters of the recent sales were properties located 
outside the capital. Interestingly, success rates for the sale 
of London and non-London properties were the same which 
perhaps indicates that the new sense of realism which has 
spread through the auction room is reaching properties of all 
types and locations. 

COMMERCIAL AUCTION SALES SUMMARY

Mar 2013 Dec 2012

 Volume (£ million) 115.4 68.7

 Properties Sold 209 140

 Average Lot Size (£) 552,268 490,825

 Sales Rate 79% 81%

COMMERCIAL AUCTION SALES, £ MILLION 

Sector Mar 2013 Dec 2012

 Retail 65.3 51.9

 Office 29.7 9.8

 Industrial 2.2 1.5

 Leisure and Other 18.2 5.5

Region Mar 2013 Dec 2012

 London 22.0 6.7

 Rest of UK 93.5 62.0

COMMERCIAL AUCTION SALES RATE, %

Sector Mar 2013 Dec 2012

 Retail 78% 85%

 Office 90% 75%

 Industrial = 100% 100%

 Leisure and Other 70% 61%

Region Mar 2013 Dec 2012

 London 80% 78%

 Rest of UK 79% 81%
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In the market: yield gap narrows slightly
Yields have continued to move out with the All-Property yield 
standing at 9.9% up 140 basis points (bp) year-on-year. The 
pace of yield weakening has slowed over the last 12 months 
with only a 20bp rise since December. 

The retail yield currently stands at 9.1% up from 9% in 
December. Retail yields have continued to weaken reflecting 
the fact that many retail properties being offered are over-
rented. This has a large impact on price where the lease 
has less than five years to expiry or tenant break. There has 
been a small increase in the number of shops on new lettings 
where the rents have been rebased to reflect current occupier 
demand.

Interestingly the average office yield has sharpened slightly to 
12.3% which reflects not just an improvement in buyer demand 
but also a slightly better quality of office stock being offered.

Although both prime and secondary yields have softened 
during the latest sales, the gap between them narrowed again 
and stands at 400bp with the prime yield at 7.3% and the 
secondary yield at 11.3%. This gap is an indication not just of 
the relative risk of the investment spectrum but also a reflection 
upon what owners at that time will sell. 

There has been a growth in private investor demand for well-let, 
rack-rented shops with 10 year-plus income. This is illustrated 
at the prime yield end, and in a resurgence in demand for the 
higher yielding properties which offer a most attractive cash 
return on paper but come with health warnings for those who 
do not have the requisite skill to manage the risks. 

The initial yield curve usually displays the normal distribution 
with the mean around 9%. Interestingly, however, around a 
fifth of all properties sold have done so at an initial yield of 
above 11% which seems to reflect not a “two tier” market in 
the conventional investment sense but a definite split between 
the two different types of buyer: the long-term, high net-worth 
investor looking for high initial income with capital growth 
prospects (which is particularly important if inflation returns), 
and the property company excited about getting stuck into 
dramatically re-priced properties. 

  

YIELD SUMMARY BY SECTOR

Sector Mar 2013 Dec 2012

 Retail 9.1% 9.0%

 Office 12.3% 12.8%

 Industrial 11.1% 6.9%

 Leisure and Other 11.7% 16.6%

YIELD SUMMARY BY REGION

Sector Mar 2013 Dec 2012

 London 8.5% 7.4%

 Rest of UK 10.1% 10.0%
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YIELD SUMMARY BY YIELD BAND

YIELD SUMMARY

All Commercial Property Totals Mar 2013 Dec 2012

Average Initial Yield 9.9% 9.7%

Lower Yield Quartile 7.3% 6.9%

Upper Yield Quartile 11.3% 11.2%

Yield by Unexpired Lease Term

0-5 years 9.8% 11.4%

6-15 years 8.5% 8.1%

16 years + 10.8% 11.3%

Yield by Value Band

£0 - £250,000 11.0% 9.9%

£250,000 - £500,000 8.7% 9.3%

£500,000 - £1 million 10.8% 9.8%

£1 million + 9.0% 9.8%
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PRIME ASSETS RECOVER 
AS SECONDARY DRIFTS
In February 2013, standard retail unit capital values fell by 0.3% 
according to the IPD UK Monthly Property Index. February is 
now the 20th consecutive month that standard retail units have 
seen their capital values fall resulting in a cumulated loss of 7.8% 
over this period. The convenience market in London continues to 
support key suburban locations as values in the capital increased 
by 0.2%, while the rest of the UK felt declines of 0.5%.

During the last 12 months, the distance between London and 
the rest of the UK’s capital values has continued to widen. Since 
February 2012, London has seen its standard retail unit values 
increase by just over 1% whilst prices in the rest of the country 
declined by 8.5%, exacerbating an already large price differential. 
In spite of London, the rest of the UK has dragged the average 
fall in capital values throughout the UK to 6.2% in the past 12 
months.

The standard retail unit sample can be split into high and low 
yielding assets to compare the performance of prime versus 
secondary. In the final quarter of 2012, prime retail units saw 
capital values rise by of 0.8%, and 1.1% for the year. However, 
assets with a higher yield fell by 3.3% in Q4 2012 resulting in a 
total loss in capital values of 13.2% for the year.  This means that 
the capital values of prime assets are now just 17% from their 
peak in Q2 2007 while secondary assets are 46% adrift. 

At the beginning of the year, the outlook for 2013 was far more 
positive in comparison to 2012 after the retail sector enjoyed 
a good Christmas. However, following the January sales, retail 
began to suffer once again largely due to Britain’s bad weather. 
An extended winter bringing wet and snowy conditions across 
most of the country as late as April, forced consumers into 
sheltered shopping centres and towards online shopping.

The retail investment market was also rocked with the news of 
major retailers such as HMV, Jessops and Blockbuster, all falling 
into administration causing the closing down of hundreds of 
stores across the country.

More positively, although standard retail units are continuing 
to struggle with many external factors, the letting of vacant 
space remains encouragingly high with supermarket tenants 
in particular, keen to move into prime retail space on the 
high streets sparking a bidding war between the main market 
occupiers.

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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Q1 2007

Score

Q1 2008 Q1 2009 Q1 2010 Q1 2011 Q1 2012 Q1 2013 Q1 2014

Negative GDP 
growth q/q

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 Q4

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

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

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

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

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

Unemployment 
Expectations

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

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

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 fell slightly to 5.6 in 
March 2013, just slightly below the 10 year average of 5.7. 
The announcement of a number of major retailers falling 
into administration in the first quarter of the year will no 
doubt have shaken retailer confidence and be responsible 
for driving down the figure. There is some cause for 
optimism however with both equity returns and house prices 
improving. Equities have now seen 10 months of positive 
returns while house prices have increased by 1.7% since 
February and 1.2% from 12 months ago.



Economic Score Card Variables Score
Mar 
2013

10-yr 
avg.

Analysis

 Economic Score Card Average 5.6 5.6 5.7
The Economic Score Card average fell to 5.6 in March 2013, with the falls in retail 
confidence and trade placing the largest downward pressure on the average. 

 Inflation (CPI y/y)* 5 2.8% 2.2%

Inflation grew by 10 basis points in February to 2.8% and remained at this level in March.  
The largest upward pressure came from alcohol and air fares, with food prices also 
contributing to the growth. Inflation is likely to head towards 3% in the coming months 
according to recent reports. 

 FTSE All Share (q/q) 7 11.7% 0.0%
The FTSE All Share Index again moved further into the positive territory. The equity 
markets have come along way in a short space of time but have already managed to 
sustain a long-term recovery despite volatility. 

 Nationwide House Price Index (q/q) 5 0.7% 1.8%

Although still early signs, it remains encouraging that property sales are beginning to pick 
up and will be vital in the revival of the economy. Weak income growth and a continuing 
below-trend economic growth, however, will place a significant constraint on housing 
market during the rest of the year.  

 Consumer Confidence 2 -18 -8
Consumer confidence in the UK economy dropped to -18 suggesting an increase in 
pessimism, however, this a vast improvement from the deep trough the UK experienced for 
most of 2012 and 2011. 

 Unemployment Expectations** 7 30 30

Improvements in employment expectations and employment rates directly contradict the 
weakness in the UK economy. The latest reported figures show the unemployment rate to 
be 7.8% of the economically active population. It is worth pointing out, however, that the 
average earnings growth slowed to 1.4%, well below the 2.8% inflation rate.

 Retail Trade Confidence 6 -2 1
Retailer confidence fell into the negative with a score of -2 in the quarter to March 2013 
despite the UK economy avoiding a triple-dip recession. This suggests that the fall of big 
name retail companies early this year has largely dampened confidence. 

 Expected Retail Trade 7 13 11
Expected retail trade fell alongside retail confidence, however still remaining two points 
above the 10-year average. As trading conditions and uncertainty within the economy 
tighten, this fall may well set to continue.

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

IPD 
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.

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 below.  


