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The figures in this report are based on all UK commercial property deals 
that have completed (not exchanged/under offer) during the relevant 
quarterly period. The deal data is collated by our dedicated investment 
research team who endeavour to speak to all investment agents,  
investors, and other involved parties ensuring the widest possible  
engagement and most representative figures. All deals are for UK-
based commercial properties including alternative classes such as  
student accommodation, hospitality, and build-to-rent. 

The figures exclude all debt transactions, refinancing, auction deals, 
and business acquisitions. All deals submitted are added to the 
CoStar database for clients to view at a granular level and also run  
powerful, real-time analytics on, with the exception of any confidential 
deals submitted in confidence for aggregation purposes. With over 100  
dedicated researchers, the unrivalled size of CoStar’s research  
operation means that we have the ability to collect more deals/data 
than any other UK commercial property information provider.
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£54.4 BN SPENT  12% 
Y- O -Y D EC R E A S E  
FOREIGN C APITAL  
RECORD 49% SHARE  
K O R E A N S  &  
S I N G A P O R E A N S 
PILE IN EUROPEAN 
S P E N D I N G  AT 1 0 -
YEAR HIGH NUMBER 
OF DE ALS  AT S IX-
YEAR LOW GLASGOW 
& LEEDS STAND OUT 
HOTELS IN VOGUE 
I N D U S T R I A L  I N  
DEMAND RETAIL IN 
FREEFALL SUBDUED 
FOURTH QUARTER

Robust spending by foreign investors led to another 
strong year for UK commercial property investment 
in 2018, despite continued uncertainty and a relatively 
quiet fourth quarter. 

At £54.4bn, volumes in 2018 were down 12% from 2017, 
but 13% above the 10-year annual average. Foreign capital 
continued to pour into UK commercial property, especially 
London offices but increasingly industrials. A record 
49% share of overall spending came from overseas last 
year, with inflows from South Korea and Singapore rising 
significantly. Interestingly, spending by European investors 
also hit a 10-year high despite all the noise around Brexit. 
Overseas spending would have been even stronger had the 
£1.2bn Goldman Sachs HQ and £1.5bn Network Rail deals 
not carried over into Q1 2019. 

Investment volumes were underpinned by healthy occupier 
market fundamentals in most segments of the market. 
Record amounts were spent on Glasgow, Leeds and City 
of London offices as vacancy rates in both London and the 

Big Six cities hit cyclical lows. The spread between prime 
and secondary office yields narrowed after having widened 
during 2017.

Capital continued to pour into so-called ‘alternative’ assets 
such as hotels and build-to-rent residential. The industrial 
sector also remained popular, helping to offset a 30% 
decline in spending on retail assets (subdued trading in the 
retail sector was the primary reason behind the number of 
£1m-plus deals sinking to a six-year low in 2018). Industrial 
became the lowest-yielding sector for the first time ever 
during 2018.

Despite being a strong year overall, both volumes and deal 
frequency were subdued in the fourth quarter, which is 
traditionally the busiest quarter of the year. At £15.2bn, it 
was the weakest fourth quarter since 2012. Activity is likely 
to remain relatively quiet in the opening months of 2019 
as uncertainty persists, before a possible rebound in the 
second half of the year.

Source: CoStar Group
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Average Yield by Sector
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London Office

Retail

Address: Burlington Arcade, W1
Month: May
Price: £297m
Size: 37,000 SF
Purchaser: Reuben Brothers
Vendor: Thor Equities
Initial Yield: 3.94%

Build-to-Rent

Address: Nash House, NW10
Month: October
Price: £112m (75% stake)
Size: 546 beds
Purchaser: The Collective
Vendor: London Properties PTE
Initial Yield: 4.00% 

South East Office  

Address: Landid/Brockton   
 Portfolio 
Month: August 
Price: £285m 
Size: 545,000 SF 
Purchaser: Spelthorne Borough  
 Council 
Vendor: Brockton/Landid 
Initial Yield: 6.14% 

Address: 5 Broadgate, EC2
Month: June
Price: £1bn
Size: 700,000 SF
Purchaser: CK Asset Holdings
Vendor: British Land & GIC
Initial Yield: 3.95% 

Industrial

Address: Griffin UK Logistics  
 Portfolio
Month: October
Price: £257.5m
Size: 29m SF
Purchaser: Ascendas REIT
Vendor: Griffen Capital
Initial Yield: 5.54%

Healthcare

Address: Quercus Portfolio 
Month: December 
Price: £450m 
Size: 5,700 units across 93  
 properties 
Purchaser: AEDIFICA 
Vendor: Quercus Healthcare  
 Fund 
Initial Yield: c. 7.00%

Regional Office

Address: Two New Bailey, 
 Salford
Month: March
Price: £113m
Size: 190,000 SF
Purchaser: Aviva Investors
Vendor: English Cities Fund
Initial Yield: 5.30%

Hospitality

Student Accomodation

Address: Stellar Portfolio
Month: December
Price: £237m
Size: 1,857 beds
Purchaser: Arlington & Equitix
Vendor: Fusion Students
Initial Yield: 5.35%

Key Investment Deals in 2018

Address: Principal Hotel   
 Portfolio
Month:  May
Price: £830m
Size: 2,638 Beds
Purchaser: Foncière des Régions
Vendor: Starwood Capital
Initial Yield: 5.00%

http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8716533%26ProductMode%3DProperty
https://product.costar.com/detail/lookup/7483367/sale
https://product.costar.com/detail/lookup/7483367/sale
http://property2.costar.com/Comps/Detail/Detail.aspx?ID=9875453&Results=0
http://property2.costar.com/Property/Detail/Detail.aspx?t=14&id=8543136&popup=0
http://property.costar.com/Property/Detail/Detail.aspx?Results=0
http://property.costar.com/Property/Detail/Detail.aspx?Results=0
http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8716533%26ProductMode%3DProperty
https://product.costar.com/detail/lookup/8675817/sale
https://product.costar.com/detail/lookup/8675817/sale
https://product.costar.com/detail/lookup/8675817/sale
https://product.costar.com/detail/lookup/10997506/sale
https://product.costar.com/detail/lookup/10997506/sale
http://property2.costar.com/Comps/Detail/Detail.aspx?t=1&id=9278951
http://property.costar.com/Property/Detail/Detail.aspx?Results=0
http://property.costar.com/Property/Detail/Detail.aspx?Results=0
http://#
http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8017428%26ProductMode%3DProperty
http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8017428%26ProductMode%3DProperty
http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8017428%26ProductMode%3DProperty
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With £26.5bn spent, office volumes matched the levels of spending recorded in the previous year and remained broadly in line with the sector’s five-year 
annual average. But while volumes remained steady, the number of transactions dropped to the lowest level since 2013 as investors continued to focus 
on prime, well-let assets, and steered clear of risk (a trend which has played out across both Central London and the regions in recent years). Spending 
on Central London offices edged up slightly to £15.6bn in 2018, partly driven by a record year in the City, with overseas investors behind 86% of the £8.1bn 
transacted. In the regions, volumes were underpinned by high levels of domestic spending, as well as record investment in Glasgow (£535m) and Leeds 
(£404m). Spending gradually shifted to the regions as the year progressed.

O
FF

IC
E

Retail investment fell for a fourth consecutive year in 2018 as investors deployed just £7bn in the sector (a drop of 30% Y-o-Y and the lowest annual total 
in a decade) amid a multitude of CVAs and store closure announcements. Spending was down across all subsectors, with the previously resilient retail 
park subsector recording the steepest decline. With just £1.7bn spent, retail park volumes fell 44% Y-o-Y to a six-year low. Meanwhile, shopping centre 
investment slumped to a decade low of £1.2bn (partly due to local authorities retrenching after spending heavily in 2017), and supermarket investment 
remained subdued. But it wasn’t all doom and gloom. The amount spent in London rose sharply from its 2017 low, aided by Reuben Brothers’ purchase 
of the iconic Burlington Arcade for £297m (a 3.9% yield) and Singaporean investor Pacific Eagle’s acquisition of Belstaff House on New Bond Street 
for £180m (a 3% yield). Figures were also bolstered by a couple of transport-related plays. British Land spent £103m in Woolwich ahead of Crossrail’s 
completion and Strathclyde Pension Fund acquired Delancey’s Shop Stop retail parade at Clapham Junction station for £137m. 

RE
TA

IL

Industrial investment remained steady at £7.9bn in 2018 as investors continued to target multi-let industrial estates, distribution centres and national 
portfolios. Forward-funding deals were also very popular: the five largest single-asset transactions were all deals of this type, with Tritax Big Box REIT 
behind four of them (three of which were pre-let to online delivery giant Amazon). Industrials have become increasingly popular with overseas buyers 
in recent years, with foreign investors spending a record £1.4bn on industrial portfolios in 2018 (a 59% share of the £2.6bn spent on industrial portfolios 
overall). Meanwhile, Asian investment into the sector rose 220% Y-o-Y to a record £722m in 2018; and Americans remained net buyers of industrial assets, 
while disinvesting from the other main sectors. IN

D
U

ST
RI

AL

Investors Steer Clear of Retail

Spending on alternatives fell 24% Y-o-Y to £11bn, largely due to a 44% decline in student accommodation volumes. However, hotels and build-to-rent 
residential remained popular in 2018, both posting their second-strongest years on record. Spending on hotels was dominated by overseas investors 
(more than two-thirds of the £5.3bn spent came from an overseas source), with the UK’s appeal to international tourists unlikely to fade post-Brexit. 
The build-to-rent sector has also soared in popularity in recent years, with institutional investors attracted to its stable, long-term income, favourable 
demographic trends and a supply/demand imbalance in the UK housing market. While built-to-rent volumes fell back slightly to £1.1bn in 2018, the 
number of deals in the sector jumped to a new high at more than 230.AL

TE
RN

AT
IV

ES

http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8716533%26ProductMode%3DProperty
http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D7483367%26ProductMode%3DPropert
http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8634397%26ProductMode%3DProperty
http://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8017428%26ProductMode%3DPropertyhttp://gateway.costar.com/Gateway/Redir/RedirectToProduct.aspx?productId=PPW&redirUrl=%2Fredir%2Fdefault.aspx%3Feid%3D8017428%26ProductMode%3DProperty
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Investment volumes in London remained stable as a mixed picture emerged across the UK regions in 2018. 
 
Yorkshire & The Humber was one of 2018’s standout performers as record spending in the office sector 
(£870m) helped total investment in the region to jump 43% Y-o-Y to £1.8bn, a four-year high. Investors 
poured a record £400m into Leeds offices, but the largest transaction of the year occurred in Rotherham, 
where Rotherham Council sold its Riverside House headquarters to Canada Life in a £90m sale-and-
leaseback deal.

The West Midlands was the most invested-in region outside of London and the South East in 2018, 
attracting more than £3bn worth of investment for the third time in the last five years. Investment volumes 
were boosted in the fourth quarter following Blackstone’s circa £800m purchase of entertainment assets 
including Birmingham’s National Exhibition Centre, the International Convention Centre and Arena 
Birmingham. 
 
In the North East, a record year for industrial investment helped to offset subdued spending in the office 
and retail sectors, with Tritax Big Box REIT agreeing to forward-fund two Amazon fulfilment centres in 
Darlington (£120.7m) and Durham (£147.3m). 
 
In contrast, investment volumes in the North West slumped 42% Y-o-Y to a five-year low of £2.3bn (albeit 
following a record 2017, when more than £4bn transacted). This was partly due to a quieter year for 
Manchester office investment. A similar story played out across the South West, where spending fell 25% 
Y-o-Y following a strong 2017, as sales of Bristol offices slowed. Volumes were also down sharply in Wales 
(-23% Y-o-Y), despite a record year for Cardiff offices. 
 
Investors spent £24bn on London assets for the second year running, aided by record spending on City 
offices. However, deal frequency remained subdued overall, with transaction numbers well down on 
2013–15. Investment shifted back to the regions in the second half of 2018.

Source: CoStar Group
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	UK

	N. America

	W. Europe

	Middle/Far East

	Rest of world

2018 UK Investment by Purchaser Region - Foreign Capital Remains Focused on London
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78%
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UK EXCL. LONDON Note: Figures in regional 
charts exclude multi-region 
portfolios

Share of Spending from Overseas Reaches Highest-Ever Level

The total amount of foreign capital invested in UK 
property fell slightly in 2018, as did overall investment 
volumes, but the share of spending that came from 
overseas reached its highest-ever level at 49%. The 
picture is complex, however, with Asian and American 
investors undertaking opposing strategies and 2018 being 
notable for a surprising surge in European investment. 

North American investors sold more than £9bn in UK 
assets in 2018, equating to net disinvestment of £4bn. 
After heavy investment in 2014-15, investors from the 
region are realising gains and have disinvested in eight of 
the 10 quarters since the referendum. The vast majority 
of sales have been in London, but some US investors have 
reinvested capital into regional markets and Americans 
remained net buyers of industrial assets last year. Partly 
due to Blackstone’s £800m acquisition of Birmingham’s 
National Exhibition Centre in October, American 
purchasing volume was up 125% Q-o-Q in Q4 2018 to 
more than £2.1bn, the highest quarterly level in two years. 

Asian buyers, while continuing to scoop up prime 
London offices, spent a record £720m on industrials. 
Singaporean Ascendas REIT entered the UK industrial 
market in August 2018 with the acquisition of a 2.6m 
sq ft national portfolio for £207m from Oxenwood Real 
Estate. Then in October, the company bought a 2.7m sq 
ft logistics portfolio from Griffen for £257.5m. The record 
capital inflow from Singapore and South Korea has kept 
Far East investment elevated despite a slight decrease 
in investment from China/Hong Kong, which comes 
mostly from Chinese regulation changes.

European investment reached a 10-year high £5.5bn 
in 2018, despite the noise around Brexit and German 
investment halving following a busy 2017. Among 
the largest deals was the sale of Devonshire Square 
for £580m in April, of which a 45% share was sold to 
Danish pension fund PFA Ejendomme. Other large office 
deals include Spain-based Pontegadea’s acquisition 
of London’s Adelphi Building for £550m in August and 

Deka Immobilien’s September purchase of Verde SW1 
in Victoria for £457m (off an asking price over £500m). 
Alternatives have been popular among European buyers 
as well, with French investor Covivio buying a portfolio of 
14 hotels across the UK for £858m in May. 

Domestic investment slowed a bit but remained around 
£25bn in the year. In two of the year’s largest industrial 
deals, Tritax Brig Box REIT forward-funded two Amazon 
units in the North East. Spending by local authorities 
remains elevated. Although the £1.7bn volume was down 
from 2017’s record £1.9bn, spending on office assets rose 
23% to a record £1bn. This increase coincides with a 
slowdown in spending on the struggling retail sector. 
Councils in the South East have been the most active 
with Spelthorne, Runneymede and Southwark councils 
each spending more than £100m in 2018. 

Source: CoStar Group
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Average All-Property Yield (Unweighted) Average Yield by Sector Average Yield in London vs. Rest of UK

5.5
6.0
6.5
7.0
7.5
8.0
8.5
9.0

Q4
09

Q2
10

Q4
10

Q2
11

Q4
11

Q2
12

Q4
12

Q2
13

Q4
13

Q2
14

Q4
14

Q2
15

Q4
15

Q2
16

Q4
16

Q2
17

Q4
17

Q2
18

Q4
08

All-Property O�ce Retail Industrial

5.5
6.0
6.5
7.0
7.5
8.0
8.5
9.0
9.5

10.0

Q4
09

Q2
10

Q4
10

Q2
11

Q4
11

Q2
12

Q4
12

Q2
13

Q4
13

Q2
14

Q4
14

Q2
15

Q4
15

Q2
16

Q4
16

Q2
17

Q4
17

Q2
18

Q4
18

Difference (basis points) London UK ex. London

0

50

100

150

200

250

300

350

4

5

6

7

8

9

10

Q4
09

Q4
10

Q4
10

Q4
11

Q4
11

Q4
12

Q4
12

Q4
13

Q4
13

Q4
14

Q4
14

Q4
15

Q4
15

Q4
16

Q4
16

Q4
17

Q4
17

Q4
18

Q4
18

• The average all-property yield rose fairly sharply in Q4 2018, reversing the yield  
 compression recorded during the second and third quarters.

• Yield decompression was most pronounced in the retail sector. Average retail  
 yields jumped to their highest level in four years in Q4 2018. 

• Although industrial yields also rose in Q4, 2018 was notable for yield compression  
 in the industrial sector. Fuelled by soaring investor demand, industrial became  
 the lowest-yielding sector for the first time ever in Q2 2018. More than a quarter  
 of all industrial deals fell into the sub-5% yield bracket in 2018, up from 13% in  
 2017 and just 2% in 2008–2014. 

• Average yield distribution data illustrates a greater willingness to embrace risk  
 in the final quarter of the year, in a reversal of trend. 52% of all transactions  
 had yields above 6% in Q4 2018, up from a 10-year low 43% in Q3 and 46% in Q2.

• Increased risk appetite was also evidenced in the prime vs. secondary office  
 yield spread, which narrowed during 2018 following a sharp rise in the previous  
 year.

• The yield spread between London and the rest of the UK stabilised in Q4  
 2018, with average yields rising in both areas. At 210 bps, the gap remains at  
 its lowest level for six years.

Industrial Became the Lowest-Yielding Sector for the First Time Ever in 2018

Source: CoStar Group

Note: Yield analysis is based on all transactions above £1m

Basis point spreadInitial Yield (%)Initial Yield (%)Initial Yield (%)



Since the Public Works Loan Board’s rules were relaxed in 
April 2016, making it easier for local authorities to borrow  
from the Treasury at low rates to buy income-producing 
assets, local authorities have spent more than £5bn on 
UK commercial property, a huge increase from the total 
£1.2bn spent in 2008–2015. 
 
Investment volumes peaked in 2017, when £1.9bn was 
spent across 132 separate transactions. Volumes slowed 
a little during 2018, but £1.7bn across 90 transactions 
still represents a significant outlay and on par with the 
amount spent in 2016. 
 
Around 140 local authorities across the country have 
bought at least one commercial property, motivated by 
the search for income in the face of central government 
cuts (rejuvenating local shopping and 
business centres has been an additional driver). Those in 
the South East have been the primary 
spenders, with Spelthorne Council in Surrey the biggest 
buyer by some distance.

Spelthorne Council has ploughed £940m into commercial 
property since the spring of 2016, including £285m on an 
office portfolio as recently as August 2018. This is close to 
treble the amount spent by the next-largest local  
authority spenders, Runnymede and Warrington  
councils. Eleven local authorities have spent more than 
£100 million. 
 
Many local authorities have bought assets outside of 
their jurisdictions, in some cases hundreds of miles away. 
For example, Broxbourne Council in Hertfordshire spent 
£17.2m on a Tesco Extra in Grimsby and Bracknell Council 
in Berkshire bought a £12.2m retail park in Lincolnshire. 

The nature of investment shifted in 2018 in terms of the 
types of asset being acquired. Given the headwinds  
facing the retail sector, spending on retail assets fell by 
34% in 2018 (to just over £400m), while the amount 
spent on office assets rose 23% to a record £970m.  
Hotels are also increasingly being snapped up.

Local Authority CRE Spending Spree Continues 2018 PURCHASE  
VOLUME (£M)

NO OF
DEALS

LOCAL AUTHORITYRANK

Source: CoStar Group
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1 Spelthorne Council 467 3
2 Runnymede Borough  

Council
187 5

3 Southwark Council 101 2
4 Croydon Council 83 2
5 Canterbury City Council 75 1
6 Shropshire Council 52 1
7 East Hampshire District 

Council
52 2

8 West Berkshire Council 48 6
9 North Somerset Council 38 1
10 Torbay Borough Council 29 3
11 Portsmouth City Council 27 3
12 Warrington Borough  

Council
26 1

13 Plymouth Council 25 2
14 Worthing Borough  

Council
25 4

15 Cheshire West & Chester 
Council

24 2

16 Eastleigh Borough  
Council

23 1

17 Cheltenham Borough 
Council

22 3

18 Ipswich City Council 22 1
19 Mole Valley District 

Council
21 1

20 Broxbourne District 
Council

17 1

21 Bolton Metropolitan  
Borough Council

15 1

22 York City Council 14 1
23 Liverpool City Council 14 1
24 Rochdale Metropolitan  

Borough Council
13 1

25 Lincoln City Council 13 1
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A Letter from Germany

Right from day one after the Brexit referendum, German 
media have been painting a predominantly grim picture 
for Britain, and they have kept elaborating on it since. 
But while people on the street may have gotten the 
impression that the UK and London have chosen a path 
to economic irrelevance, this clearly isn’t the opinion of real 
estate professionals in Germany. Their sentiment towards 
the UK has not changed, at least not in 2018, although 
CoStar’s investment market figures, which show a 60% 
drop of German investment, at first glance might suggest 
otherwise.

First of all, 2018 was not a year in which German investors 
felt particularly pressured to send their money elsewhere. 
It was one of the best two years ever on the office leasing 
market. The momentum on rent prices was historic and 
made the Big 5 cities look attractive, even with prime 
office yields slightly over 3%. Secondly, the more than £1bn 
Germans spent in the UK was not much below the 10-year-
average. The year before it was more than double that 
amount - probably because of a window of opportunity 
after the referendum. Quite remarkably, some Germans 
were among the first to commit to large ticket deals in 
London after June 2016. Deka, for instance, spent well over 
£900m on two deals alone (Cannon Place and Rathbone 
Square) in early 2017.

Deals like those were not a short time bet. They display a 
confidence in the market independent of any particular 
Brexit scenario that may or may not have become 
more realistic since they were done. Torsten Knapmeyer, 
Managing Director at Deka Immobilien, calls London, 
notwithstanding Brexit, “one of the most attractive office 
property markets worldwide“, praising its liquidity and 

transparency. Likewise Union Investment Real Estate, 
another investment powerhouse which has done some big 
UK spending in 2017: “We firmly believe that London and 
the UK will always reinvent themselves”, says Adam Irányi, 
Union’s head of investment management for all European 
markets except Germany. His current attitude towards the 
UK is best characterised as “wait and see”, he says, but: 
“We simply cannot conceive any scenario in which London 
will not be a financial hub of global significance in the 
future”. Risk averse as they are, Deka and Union made sure 
they had long leases on their transactions: “We have paid 
special attention to lease contracts providing protection 
against a market contraction with long maturities and high 
tenant solvencies”, says Deka’s Knapmeyer, who by the way 
did another big ticket deal in 2018 (£457m for Verde office 
complex in London). He stresses that the average residual 
time of his British leases in his retail customer funds is well 
above 10 years. And Union Investment say their post-Brexit 
deals have leases running 20 years.

Germanic caution on the one hand, confidence in London 
on the other: This characterisation also applies to most of 
those who have been absent from the market since June 
2016. “We are continuing to appraise many opportunities 
and believe that it is wise to build up a deal pipeline right 
now, rather than wait”, says Martin Payne of Warburg-
HIH Invest, a Hamburg-based investment manager with 
assets under management of over €8bn, which did its 
last UK deal in March 2016. Investors like him may not  
re-enter the market in the midst of the current uncertainty, 
but they have been watching closely from the sidelines and 
will keep doing so. Whatever Brexit will look like: Britain 
and London won’t be off the map for German real estate 
money.

Written by: Alexander Wachter,  
Editor in Chief,  

Thomas Daily (part of the CoStar Group)
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A Letter from America

A notable trend in CoStar’s figures over the 
last four years has seen North American 
investors turning from major net buyers of 
London commercial real estate to major 
net sellers. The change was undoubtedly 
exacerbated by the UK’s decision to leave 
the European Union.

But while the risk of a disorderly exit has 
risen, North American investors seem ready 
to move forward, with the emergence of 
some form of clarity more important than 
the outcome it would seem.

Several US-based private equity funds have 
begun deploying newly raised capital as 
well as built up stockpiles of cash, including 
Hines, the Texas-based real estate firm, and 
J.P. Morgan Asset Management, an arm of 
the US’ largest bank JPMorgan Chase.

Hines recently held the final closing of its 
Hines European Value Fund (HEVF) with a 
total fund size exceeding €720m of equity 
commitments.

  That fund has already made five 
investments in Europe, most in the UK. Last 
month, it bought 354–358 Oxford Street, a 
prime retail development opportunity above 
Bond Street Underground station while a 
month earlier it entered a joint venture with 
UK industrial developer Chancerygate with 
an initial £100m earmarked for investment, 

and by February 2019 had bought its first 
two sites.

In recent years Hines has diversified in the 
UK, initially in the retail and then student 
accommodation and now industrial and 
distribution centres.

 At the same time Hines has been selling 
offices. 

“We have secured successful sales of a 
number of assets in central London and 
are actively seeking new opportunities in 
a market which remains very important 
for our business,” said Ross Blair, senior 
managing director and head of Hines UK.

Hines’ strategy dovetails with the way 
others are seeing the UK.

Deloitte & Touche in its 2019 global outlook 
survey reported that 97% of respondents 
plan to increase their capital commitment 
to commercial real estate, but with the US, 
Germany and Canada leading the way.

Bob O’Brien, global head of real estate, 
Deloitte & Touche, drilled down a little bit 
for CoStar to tell the UK story.

Six per cent of American and Canadian 
investors viewed the UK as their preferred 

commercial real estate investment market 
and 29% of those said they plan to increase 
their spending over previous levels versus 
10% who said they would be spending less.

“I think there’s no question Brexit had an 
impact a couple of years ago in terms of 
the investment activity in the UK,” O’Brien 
said. “However, many that invest in London 
have a long term focus and know that 
London is going to remain a very important 
global real estate market.”

  J.P. Morgan Asset Management is set to 
deploy new funds into European real estate, 
notably the UK. In December, it held the 
final closing of its European Opportunistic 
Property Fund IV with $1.3bn in equity 
capital.

“In the face of Brexit, trade wars and varying 
degrees of political and economic turmoil, 
we are not relying on macroeconomic 
tailwinds in European real estate to drive 
returns. Instead, results will be achieved by 
identifying mispriced and/or underinvested 
assets, curing their ills through intensive 
asset management and delivering high 
quality properties that credit tenants and 
core investors are seeking,” said Peter Reilly, 
chief executive and head of real estate 
Europe for J.P. Morgan Asset Management. 

Written by: Mark Heschmeyer,  
Senior US News Editor,  

CoStar Group
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2018 Occupier Market Highlights:

Although construction has picked up in recent years in the sector, demand for industrial 
units has kept the vacancy rate across the UK on a downward path. Net absorption 
outpaced supply additions in each quarter of 2018, driven by retailers and third party logistics 
companies among others. National vacancies fell from around 4% to just over 3% over the 
course of the year.

The Shropshire & Staffordshire market led the UK in both deliveries and net absorption in 
2018. Net absorption neared 2m sq ft and supply additions exceeded 3m sq ft, both levels 
propped up by the completion and occupation of units at Prologis Park Fradley and Telford 
54. 

About 28.5m sq ft of industrial space was under construction across the country at the end 
of the year. Leicester, Luton & Bedfordshire and Northampton each have more than 2m sq 
ft underway, including three sheds totalling 2m sq ft at SEGRO Logistics Park East Midlands 
Gateway. Amazon is continuing to drive both supply and demand, with three units totalling 
almost 5m sq ft under construction across the Tees Valley & Durham and Bristol markets. 

Among the largest new occupiers in the year was H&M into a purpose built 780,000 sq ft 
warehouse at Magna Park in Milton Keynes. In Cardiff, Aston Martin moved into a 707,000 
sq ft manufacturing facility and in Bristol, Lidl opened a 600,000 sq ft distribution centre. 

Rental growth continued to grow through much of the past year, nearing 7% at a national 
level before slowing towards the end of the year. Still, growth remains well above average 
and is still increasing in some markets. Growth was the highest in Swansea at 13% followed 
by Milton Keynes where it neared 12%. And while growth was flat in Southern Scotland and 
Somerset, there were no substantial rent losses. 

The sector has garnered much attention from developers in recent years and construction 
is still ramping up with 2019 slated to see cycle-high deliveries. Fundamentals are likely to 
stay strong, even if vacancies loosen a bit, with demand driven by the increasing share of 
shopping being done online.
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New CoStar Analytics Tool:  
Visualise Investment Hotspots with CoStar’s Heat Maps

Capital continued to pour into London last year despite growing uncertainty around Brexit.  But some parts of London were more popular than others.  Trophy assets in 
the City Core grabbed the headlines but there were strong pockets of activity in multiple micro-locations, particularly within fast-growing creative submarkets like Soho, 
Noho, King’s Cross and the City Fringe but also more established areas like Holborn.

CoStar clients can now visualise the latest investment hotspots in London – and across all UK towns and cities – through dynamic heat maps, which were recently released 
to the product.  These maps allow CoStar clients to instantly view the latest investment trends and help them to stay ahead of the game.



17Investment Review 2018

Looking at 2018 and putting to one side the black sheep of retail, CoStar’s data 
reveals a broadly strong period of take-up, investment and returns for the UK’s 
commercial real estate family – no doubt better than many expected as the year 
got underway.

Looking ahead the market is far from ebullient, wary as it is of diverse factors 
including the extended bull-run and changing occupier trends driven by fast-moving 
technology, through to worrying economic headwinds, a tighter economic monetary 
policy environment and the increasingly disordered nature of the UK’s Brexit deal. 

CoStar’s Q4 data unsurprisingly shows a clear slowdown in transactional activity. 
While Q1 is set fair for a strong showing thanks to the closure of a number of large-
scale deals that have been hanging over the market, such as Blackstone and Telereal 
Trillium’s £1.45bn Network Rail arches buy, there will clearly be a pause for many with 
so much uncertainty in the air.

The key question then for those looking at 2019 is, why has the market in the main 
held up so well over the past year?

No doubt UK property is having to hunker down and focus on fundamentals 
heightening interest in longer-term income assets, the golden child industrial, 
alternatives, and regional offices. There is no reason to think this will change.

The performance has been driven by the supposed lessened exposure of these assets 
to the vicissitudes of Brexit as well as the insatiable appetite of global investors, 
not least Asian ones, for “safe haven” UK real estate – with the depreciation of 
Sterling vital - as well as the rise and rise of some native players, including returning 
UK institutions looking to re-weight and Local Authorities looking to replace central 
government funding.

There has been a big North American disinvestment in 2018 as the likes of Blackstone 
realised gains and sold assets, particularly in London, but there is some evidence that 
they are keeping their powder dry for a return later this year. Asian net investment 
remains strong and there is no sign of this changing.

Lenders to UK CRE are also seemingly most bothered about the lack of opportunity 
as transaction levels slow than other underlying factors. That slowdown is clearly 
being driven by the specific situation of plentiful capital chasing a select and elite 
type of asset and ignoring other opportunities.

Focusing on real estate and the most favoured sectors to lend to, the Loan Market 
Association’s annual survey of its members in the syndicated market recently found: 
“Massive competition for a limited number of core opportunities and thus limited 
suitable transactions is the biggest concern.”

There is a feeling then that the fundamentals that helped UK real estate in 2018 
mean even a small sign of certainty on the direction of travel for Brexit is likely to 
lead to a bounce back in activity in the middle of next year.

Outlook for 2019 Written by: Paul Norman,  
Managing News Editor,  

CoStar News
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“Caution and risk aversion around Brexit means 
there are many mispriced assets on the market, 
with the pricing difference between prime and 
secondary assets the largest it has been for  
several years. We launched the M&G UK  
Enhanced Value Fund, because we think well- 
located, good quality secondary assets which  
require repositioning can create real value and 
will continue to do so in the year ahead.”
- Tony Brown, Head of M&G Real Estate

“During the past two years, the  
commercial property market has been 
in countless discussions about co- 
working, company voluntary  
arrangements (CVAs) and Brexit, and 
rather too little about market funda-
mentals and what customers want. 
The most successful investors will be 
those who look beyond the noise and 
focus on the underlying signals. Key 
questions for commercial property  
investors must always be around 
how a building aligns with a tenant’s 
needs, and what drives those needs.” 

- Mat Oakley, Director, Commercial  
   Research, Savills

“I cannot remember a time when it has been 
more difficult to make general assertions 
about the outlook for the commercial  
property market as a whole. Divergences 
emerged in occupier markets some time ago, 
and now we can see an unprecedented  
deviation in investor sentiment towards 
different parts of the market. Differences 
in risks, within sectors as well as between 
sectors, have not been sufficiently reflected in 
prices, but this will not continue indefinitely.”
- David Inskip, Head of UK Strategy and        
   Research, CBRE Global Investors

“The reality is that London is a global city 
and remains an attractive place for major  
institutional, private equity and sovereign 
wealth investors from both the UK and 
abroad. Elsewhere, the Northern Powerhouse 
and Midlands Engine continue to offer huge 
development potential, Grade A stock, across 
multiple markets – especially the industrial, 
logistics and office sectors – remains in high 
demand, which we expect to drive capital 
activity in the year ahead.”

- Tony Horrell, CEO UK and Ireland,  
   Colliers International

“We have confidence in the long-term fundamentals of  
London as a global financial hub with a robust office  
market. The short-term uncertainties surrounding  
Brexit have presented us opportunities to acquire assets 
with deep value. Capitalising on attractive pricing and 
yields, we have continued to expand our London commercial 
portfolio through strategic off-market acquisitions of high  
performance assets.“
- Frank Khoo, Chief Investment Officer, City                  
   Developments Limited

“Though Brexit has undoubtedly spooked the market, 
this will present an opportunity for investors who 
are willing to roll their sleeves up. The ageing cycle 
has maintained cyclically low yields for prime, 
underpinned by supply and demand tension. We 
consider that some of the best opportunities next 
year may include office development in  
undersupplied regional city markets; repurposing of 
redundant retail units; investment in retail  
warehouses that may become good value; and 
limited speculative development in selected  
London fringe markets exposed to the sharpest risk 
of discounting. In key regional cities a lack of  
supply of appropriate office space remains a 
theme, although contingency planning by  
businesses is likely to stay high on the agenda.”
- Maniche Chande, Senior Partner, Clearbell

Outlook for 2019: Views from the Industry
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CBRE jumped to the top of the Q4 2018 sales table after brokering £2.3bn worth 
of deals in the final quarter of the year, including the sale of Hammerson’s 50% 
stake in Highcross Shopping Centre in Leicester for £236m, the largest regional 
shopping centre transaction of 2018. JLL and Knight Frank placed second and 
third in both the sales and acquisition tables, thanks to their involvement in the 

sale of One Southwark Bridge, and their respective purchases of the Sanctuary 
Buildings in London and Kings Norton Business Centre in Birmingham. Cushman 
& Wakefield’s representation of Wing Tai in its purchase of 30 Gresham Street in 
the City saw them rank first for acquisitions.

Q4 2018 League Tables: Investment Agents

Investment Agents - Sales Investment Agents - Acquisitions

Source: CoStar Group

Rank 
Q4 2018

(Q3 2018)
Purchaser Agent Value £m

1 (3) Cushman & Wakefield 1,256
2 (6) JLL 912
3 (7) Knight Frank 738
4 (4) Savills 581
5 (1) CBRE 531
6 (2) Colliers International 417
7 (5) DTRE 404
8 (8) BNP Paribas Real Estate UK 299
9 (-) Goldenberg Real Estate 282
10 (15) GVA 260
11 (-) BH2 256
12 (-) Lunson Mitchenall 236
13 (-) ACRE Capital Real Estate 224
14 (-) Fawcett Mead 154
15 (-) Franck-Steier Price 140

Q-on-Q 
change

Rank 
Q4 2018

(Q3 2018)
Vendor Agent Value £m

1 (11) CBRE  2,327 
2 (1) JLL  1,849 
3 (2) Knight Frank  1,232 
4 (4) Cushman & Wakefield  1,065 
5 (5) Savills  966 
6 (6) BH2  644 
7 (12) Corbett Northam  319 
8 (-) Tudor Toone  309 
9 (10) DTRE  296 
10 (8) Colliers International  280 
11 (-) Gerald Eve  211 
12 (-) M1 Agency  190 
13 (-) ACRE Capital Real Estate  187 
14 (-) Avison Young  186 
15 (9) BNP Paribas Real Estate UK  168 

Q-on-Q 
change
Q-on-Q 
change
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BH2 comfortably topped the Q4 2018 single branch sales table after advising 
Blackstone on the sale of 125 Old Broad Street for £385m and Perella Weinberg 
Partners on the sale of One Poultry for £182m. Corbett Northam and Tudor Toone 
placed second and third, respectively, each advising on more than £300m worth of 
sales. DTRE retained top spot in the acquisitions table after acting for Tritax on one 

of the UK’s largest-ever industrial forward-funding deals. Goldenberg Real Estate 
jumped into second place following its advice to Singaporean investor Elite Capital 
Partners on the £282m acquisition of the Hayhill Portfolio, while BH2 climbed into 
third place, with more than £250m worth of acquisitions in the quarter.

Q4 2018 League Tables: Single Branch Agents

Single Branch Agents - Sales Single Branch Agents - Acquisitions

Source: CoStar Group

Rank 
Q4 2018

(Q3 2018)
Purchaser Agent Value £m

1 (1) DTRE 404
2 (12) Goldenberg Real Estate 282
3 (14) BH2 256
4 (-) Lunson Mitchenall 236
5 (-) ACRE Capital Real Estate 224
6 (7) Franck-Steier Price 140
7 (4) Michael Elliott 110
8 (11) Lewis Ellis 88
9 (-) Burbage Realty 65
10 (-) Hampson Wall 62
11 (-) Estate Office Investments 61
12 (5) Tudor Toone 59
13 (-) David Baroukh Associates (DBA) 53
14 (-) M1 Agency LLP 48
15 (-) Springer Nicolas 46

Q-on-Q 
change

Rank 
Q4 2018

(Q3 2018)
Vendor Agent Value £m

1 (2) BH2 644
2 (4) Corbett Northam 319
3 (12) Tudor Toone 309
4 (3) DTRE 296
5 (11) M1 Agency LLP 190
6 (13) ACRE Capital Real Estate 187
7 (1) Eastdil Secured 115
8 (-) Levy Real Estate 103
9 (6) Michael Elliott 103
10 (-) GCW 81
11 (-) Estate Office Investments 61
12 (-) KLM Retail 54
13 (10) Franck-Steier Price 44
14 (-) Constantine Real Estate 38
15 (-) Springer Nicolas 32

Q-on-Q 
change
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The top two spots in the annual sales table remained unchanged for a third year 
running in 2018, with JLL in first place and CBRE in second. Knight Frank took 
third spot in its strongest annual showing since the tables began, thanks to its 
involvement in some of Central London’s biggest office sales. JLL also topped 
the acquisitions table in 2018 after advising on £3.3bn worth of purchases, 

including Nan Fung’s acquisition of Regent Quarter in King’s Cross for more than 
£300m. Cushman & Wakefield’s representation of Wing Tai Properties and City 
Developments on their respective purchases of 30 Gresham Street and 125 Old 
Bond Street saw them into second place, while Knight Frank also moved into third 
spot for acquisitions.

2018 Annual League Tables: Investment Agents

Investment Agents - Sales Investment Agents - Acquisitions

Source: CoStar Group

Purchaser Agent Value £m

1 (2) JLL 3,281
2 (6) Cushman & Wakefield 3,055
3 (4) Knight Frank 2,554
4 (1) Savills 1,943
5 (3) CBRE 1,741
6 (5) Colliers International 1,354
7 (9) DTRE 1,287
8 (-) BH2 787
9 (12) Montagu Evans 703
10 (7) BNP Paribas Real Estate UK 622
11 (-) Michael Elliott 605
12 (10) Gerald Eve 596
13 (11) Tudor Toone 579
14 (-) Cortex Partners 569
15 (-) ACRE Capital Real Estate 512

Y-on-Y
changeVendor Agent Value £m

1 (1) JLL  8,115 
2 (2) CBRE  4,881 
3 (6) Knight Frank  3,989 
4 (3) Eastdil Secured  3,978 
5 (5) Savills  3,714 
6 (4) Cushman & Wakefield  3,250 
7 (9) DTRE  2,024 
8 (7) Colliers International  1,389 
9 (-) BH2  1,352 
10 (-) Tudor Toone  1,130 
11 (12) BNP Paribas Real Estate UK  922 
12 (10) Michael Elliott  872 
13 (13) Allsop  836 
14 (-) Corbett Northam  602 
15 (11) Gerald Eve  585 

Y-on-Y 
change

Rank 2018
(2017)

Rank 2018
(2017)
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Eastdil topped the annual sales table yet again with nearly £4bn worth of disposals, 
including the £650m sale of Ropemaker Place in the City of London. DTRE and 
BH2 completed the top three on the sales table, with DTRE advising on one of 
Aberdeen’s largest-ever office sales and BH2 representing Tishman Speyer and 
Blackstone on their respective sales of Verde and 125 Old Broad Street. DTRE and 

BH2 complemented their strong performance in the sales table by placing first and 
second for acquisitions, with the former advising Tritax on the forward-funding of 
two pre-let distribution centres in the North East and the latter advising Starwood 
Capital on the purchase of South Bank Central. Michael Elliott’s representation of 
the Workspace Group throughout 2018 helped it into third place for acquisitions.

2018 Annual League Tables: Single Branch Agents

Investment Agents - Sales Investment Agents - Acquisitions

Source: CoStar Group

Purchaser Agent Value £m

1 (1) DTRE 1,287
2 (-) BH2 787
3 (7) Michael Elliott 605
4 (2) Tudor Toone 579
5 (8) Cortex Partners 569
6 (-) ACRE Capital Real Estate 512
7 (-) Goldenberg Real Estate 441
8 (4) Capital Real Estate Partners 407
9 (-) Lewis Ellis 393
10 (-) Lunson Mitchenall 267
11 (12) Franck-Steier Price 235
12 (-) Fineman Ross 230
13 (-) Burbage Realty 171
14 (13) Hanover Green 161
15 (15) Ereira Mendoza 148

Y-on-Y
changeVendor Agent Value £m

1 (1) Eastdil Secured 3,978
2 (2) DTRE 2,024
3 (-) BH2 1,352
4 (6) Tudor Toone 1,130
5 (3) Michael Elliott 872
6 (-) Corbett Northam 602
7 (-) M1 Agency LLP 340
8 (14) ACRE Capital Real Estate 313
9 (-) Levy Real Estate 222
10 (13) Farmer Capital 204
11 (-) KLM Retail 143
12 (-) Chapman Petrie 141
13 (-) Harvey Spack Field 132
14 (-) Cyril Leonard 131
15 (-) Franck-Steier Price 131

Y-on-Y 
change

Rank 2018
(2017)

Rank 2018
(2017)
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Data, Analytics and News  
Have Come Together

Access a unique combination of Data, Analytics and 
News, offering the most comprehensive macro-to-micro 
explanation of the latest trends in the UK property market.

CoStar’s proprietary data, which underpins this report, 
is sourced directly from UK property agents, investors 
and other involved  parties  to  accurately  reflect  the  
transactional  market  in real time. 

Typically 1000+ investment deals are recorded each quarter, 
more than any other data source. The Analytics team then 
overlays top-down analysis of the UK market on this unique 
dataset, breaking down investment trends by sector,  
sub-sector, geography, lot size, investor type, and yield.

Finally the News team adds perspective to the analysis by 
providing timely industry and market updates.

Get in Touch with CoStar 
 
CoStar Group (Nasdaq: CSGP) is the leading provider of commercial 
real estate information, analytic and marketing services. Founded 
in 1987, CoStar conducts expansive on-going research to produce 
and maintain the largest and most comprehensive database of 
commercial real estate information.

Our suite of online services enables clients to analyse, interpret and gain 
unmatched insight on commercial property values, market conditions 
and current availabilities.

CoStar maintains offices throughout the U.S. and in Europe with a 
staff of approximately 3,500 worldwide, including the industry’s largest 
professional research organisation.

London
020 3205 4500

sales@costar.co.uk   www.costar.co.uk

Glasgow
0141 354 0600

Manchester
0161 971 2120

Birmingham
0121 293 0905

Interested in sponsoring future publications?
Contact Richard Goff on 020 3205 4675
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