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EXECUTIVE SUMMARY
> Encouraging amount of investment activity in Q1 2021;
> Limited supply due to lack of international travel is holding back the market;
> Momentum is building and strong recovery is anticipated over the summer months if lockdown restrictions are
removed;
> Industrial property and strong income-producing assets remain the standout performers. Retail, hospitality and leisure
continue to struggle;
> Structural risk to UK office sector overstated;
> UK house prices experiencing strong growth due to low interest rates, supportive policy and fiscal stimulus;
> Confidence and activity returning to the Prime Central London market after a difficult 2020.

COMMERCIAL PROPERTY
LOCKDOWN HOLDS BACK INVESTMENT ACTIVITY
to the absence of international travel as overseas investors
have been a key segment of the UK market for a number
of years. Although many overseas institutions maintain a
presence in the UK and have been largely unaffected, the
main bulk of the international buyers have stayed at home.
A significant number of vendors have therefore either
delayed or cancelled planned sales until they return, thus
restricting available stock. If travel restrictions are eased
in the summer, as per current UK government guidance,
then stock levels and transactional activity are anticipated
to rebound strongly.

Following a busy end to 2020, there has been an
encouraging start to the year with GBP 11.1bn1 of
investment transactions in the first quarter. Although this is
20% below the 5-year average for equivalent periods, this
is positive in the context of ongoing travel and business
restrictions, demonstrating that there is still robust demand
for UK commercial property.
One key issue which continues to concern market participants
is the lack of available stock. This can be primarily attributed
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TOP 10 LARGEST UK COMMERCIAL
PROPERTY TRANSACTIONS LAST 12-MONTHS
BUILDING /
TRANSACTION NAME

LOCATION

SECTOR

PRICE
GBPM

DATE

Dolphin Square Sw1

VENDOR
(NATIONALITY)

PURCHASER
(NATIONALITY)

Central
London

Residential

850.0

20-Sep

Westbrook
Partners (USA)

AXA REIM
(France)

Project Harmony

UK-Wide
Portfolio

Residential
/ Student

580.0

20-Dec

Realstar
(Canada)

Quadreal
(Canada)

1& 2 New Ludgate Ec4

Central
London

Office

552.0

20-Dec

Land Securities
(UK)

Sun Venture
(Singapore)

Platform Portfolio

UK Wide
Portfolio

Industrial

473.0

20-Oct

ProLogis (USA)

Blackstone
Real Estate
(USA)

1 London Wall Place Ec2

Central
London

Office

472.0

20-Oct

Brookfield
(Canada)

AGC Equity
Partners (UK)

Nova Estate

Central
London

Mixed

430.6

20-Oct

CPPIB (Canada)

Suntec REIT
(Singapore)

Marylebone Portfolio

Central
London

Office

401.0

20-Dec

British Land
(UK)

Allianz RE
(Germany)

25 Cabot Square E14

Central
London

Office

380.0

20-Jul

Hines Global
REIT (USA)

Link REIT (HK)

Epic Industrial Portfolio

UK Wide
Portfolio

Industrial

335.0

20-Dec

EPIC (UK)

Blackstone
Real Estate
(USA)

Retail Park Portfolio

UK Wide
Portfolio

Retail
Warehouse

330.0

21-Apr

Hammerson
plc (UK)

Brookfield AM
(Canada)

Data to 01 May. Source: PropertyData, 2021
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PUBLIC VS PRIVATE MARKETS
Main UK Asset Classes Total Return Q1 2021
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Both REITs and wider UK Equities have recovered strongly
since late October due to the expectations of an economic
recovery based on the rollout of the UK’s COVID vaccination
programme. Together, they were the best performing
asset classes, both in Q1 2021 and over the last 12-months,

although the UK REIT index is still -8% below its level at the
start of last year. This recovery continues to be uneven, with
income-focused investors concentrating on Companies with
high quality portfolios in the right sectors and a diversified,
robust tenant base.

UK REIT Performance Jan-20 to Apr-21
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The private market has also recovered strongly over the
same period and momentum is building in commercial
property returns, having struggled over the course of the
past 2 years. Since bottoming in October 2020, average
UK commercial property values have risen by 1.6%2 after
2

five consecutive months of positive capital growth – albeit
unevenly. Whether this will continue for the remainder of
2021 will largely depend on the timing of removal of travel
and business restrictions. At present, it is anticipated that
there will be strong returns in Q3 2021 in line with the
rebound in investment activity.

Source: MSCI, 2021
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UK All Property 3-Mth Capital Value Growth (Momentum)
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SECTOR DISPARITIES
UK Property Sectors: Capital Value Growth Q1 2021
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COVID continues to have a variable impact on UK
commercial property, with sector positioning and income
profiles the key differentiator. Industrial/logistics property
remains the biggest ‘winner’ as online sales have remained
at elevated levels during the various lockdown periods. In
turn, this has fuelled both occupier and investor demand
and supported rental and capital values for the industrial
sector throughout the pandemic. Despite the short term
COVID effects, this is a long-term structural change to
consumer habits and will continue for the foreseeable
future. The most attractive segment within industrial
remains urban warehouses due to the critical need to fulfil
the ‘last mile’ of product delivery combined with supply
constraints and competition from the residential sector.
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Property with ‘long and strong’ income (i.e. long-term
leases to high quality tenants) has also escaped the
pandemic relatively unscathed due to the persistent low
rate environment and prolonged periods of economic
uncertainty. Investor demand has remained robust for
these assets, regardless of sector e.g. well-let supermarkets
despite the problems in the wider retail sector. Income is
a key investment rationale for commercial property and
pricing will remain elevated whilst interest rates remain at
historical lows. Properties with non-discretionary demand
drivers (such as healthcare) would also be in the ‘long and
strong’ income category.
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UK Offices 3-Mth Rental Growth Last 3 Years

3-Mth Rental Value Growth
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The future of the office sector has been of intense debate
over the last 15 months. The main concern is that, in future,
more people working from home will lead to lower demand
for office space thus depressing rents and values. The
equation is not so simple in our view and we believe that the
risk of a structural decline in the UK office sector is fairly low.
COVID has been an unprecedented event, but it is unlikely
that it will lead to a permanent, wholesale shift to home
working rather than in the office. This has been supported
by statements made earlier in the year by several CEOs
of FTSE 100 companies. A flexible arrangement is most
likely for a portion of staff, with some days at home and
some days in work. However, this will still require the same
amount of space for the one or two days that will actually be

6

spent in the office. The new working environment, whatever
that may be, could even have a positive effect on office
demand – shifting it away from crowded urban areas or
spurring the need for additional sites to avoid concentrating
vital staff in one central location.
Retail, hospitality and leisure assets have suffered the most
from the pandemic and continue to do so. Retail in particular
is locked in a ‘zero sum game’ with e-commerce and the
industrial sector, although this is the continuation of a
structural trend which began well before 2020. Any recovery
in these sectors will largely depend on the full easing of
lockdown restrictions and occupier impairment will continue
to weigh on performance for a number of years.
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RESIDENTIAL PROPERTY
by a combination of supportive government policy, an
accommodative macro environment and short-term
stimulus measures introduced by the Chancellor of the
Exchequer.

The UK residential market has experienced strong growth
despite the significant challenges posed by the ongoing
COVID-19 pandemic. Average UK house prices are 8.2%
higher than they were at the start of the lockdown, driven

UK House Prices, Annual % Change SA
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Data as at end Apr-21. Source: Halifax/Lloyds Banking Group, 2021

The current UK Government has been consistently
supportive of home ownership with a succession of highprofile initiatives introduced since 2013 such as stamp duty
cuts and loan guarantee schemes designed to help firsttime buyers in particular.
Although the COVID pandemic did severely curtail market
activity for a large part of 2020, the easing of lockdowns
over the summer months unleashed a wave of pent
up demand with buyers keen to escape city centres for
suburban locations with more rooms and outdoor space
to provide a better environment for working from home.
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In his Summer statement, the Chancellor of the Exchequer
Rishi Sunak added further impetus by introducing a stamp
duty holiday for any properties up to GBP 500,000. People
buying property up to this amount would therefore pay no
stamp duty at all. Although originally due to run until March
2021, it has since been extended to June 2021.
Over this whole period, interest rates – and therefore
borrowing costs - have remained exceptionally low.
Combined with high household savings rates, it is therefore
unsurprising that the UK housing market has performed
so well, despite the economic impact of a global pandemic.
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PRIME CENTRAL LONDON RESIDENTIAL

During Q1 2021 though, PCL values grew by 0.4% due to
the announcement of a planned roadmap out of lockdown,
the rollout of the UK vaccination programme, pent-up
buyer demand, and the stamp duty holiday. This would
suggest that the PCL market has passed the bottom, and
that confidence and activity have now resumed.
5

Although the stamp duty holiday has now been extended,
it was originally due to expire at the end March 2021.
Combined with the introduction of a 2% surcharge for
overseas buyers from 1st April, this caused a surge of
activity to beat both deadlines. As a result, there was
the highest number of transactions recorded in the PCL
market since March 2016, as well as the highest numbers
of offers accepted and new prospective buyers registered
in London for almost 10 years6 .
4

Prime London Price Movements Q1 2021
1.40%
1.20%

Quarterly Growth

As the UK entered a third national lockdown at the beginning
of the year, it was unclear how this would affect the Prime
Central London property market. Since the ‘Boris Bounce’
at the beginning of 2020, caused by a decisive Conservative
election win and the conclusion of Brexit, there was a
period of growth in Prime Central London (PCL) for the first
time in over five years. However, sales prices subsequently
decreased over the course of 2020 and were down 2.5%
annually by the end of December4 .
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Source: Savills, 2021

Rental activity remains subdued though. Residential rents
in Zone 1 are currently around 20% below pre-pandemic
levels, and leasing activity is 23% lower compared to Q4
20207. However, agents have reported that tenants have
now begun to take advantage of the lower rental levels and
reduced competition, with a particular focus on the main
office districts in the City and Canary Wharf for commuting
convenience in preparation for a return to work.

Source: Cluttons, 2021 | 5 Source: Savills, 2021 | 6 Source: Knight Frank, 2021 | 7 Source: Cluttons, 2021
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OUTLOOK
After spending the majority of 2020 in lockdown, both the
commercial and residential property markets suffered
from a lack of investment activity. However, with a gradual
easing of travel and business restrictions there has been
a steady resumption of transactions and both markets are
set to recover strongly should the environment return to
some sort of normality over the Summer period.
Industrial and ‘long and strong’ income will continue to
be the leaders in the commercial property space. Despite
widespread concern from many commentators, we believe
that there is a low probability of a long-term structural
decline in the office sector, as there has been for retail.
The wider UK residential market will also continue its run of
strong returns whilst fiscal stimulus and low rates persist.
There have been some encouraging signs in the PCL
market over the first months of the year and the return
of international travel and therefore buyers should have a
galvanising effect on prices.

Nigel Burton
Director, Real Estate Investments
Emirates NBD
25 Knightsbridge
London
SW1X 7LY
Telephone: +44(0)207 838 2222
Facsimile: +44(0)207 581 0575
Email: nigelb@emiratesnbd.com

Manu Sahdev
Real Estate Advisor
Emirates NBD
25 Knightsbridge,
London
SW1X 7LY
Telephone: +44(0)207 838 2235
Facsimile: +44(0)207 581 0575
Email: ManuS@emiratesnbd.com
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DISCLAIMER
RELIANCE
Emirates NBD Bank PJSC (“Emirates NBD”) uses reasonable
efforts to obtain information from sources which it believes to
be reliable, however, Emirates NBD makes no representation
that the information or opinions contained in this publication
are accurate, reliable or complete and should not be relied on
as such or acted upon without further verification. Opinions,
estimates and expressions of judgment are those of the writer
and are subject to change without notice. Emirates NBD accepts
no responsibility whatsoever for any loss or damage caused by
any act or omission taken as a result of the information contained
in this publication. Data/information provided herein are intended
to serve for illustrative purposes and are not designed to initiate
or conclude any transaction. In addition this publication is
prepared as of a particular date and time and will not reflect
subsequent changes in the market or changes in any other
factors relevant to the determination of whether a particular
investment activity is advisable. This publication may include
data/information taken from stock exchanges and other sources
from around the world and Emirates NBD does not guarantee
the sequence, accuracy, completeness, or timeliness provided
thereto by unaffiliated third parties. Moreover, the provision of
certain data/information in this publication is subject to the terms
and conditions of other agreements to which Emirates NBD
is a party. Anyone proposing to rely on or use the information
contained in this publication should independently verify and
check the accuracy, completeness, reliability and suitability of the
information and should obtain independent and specific advice
from appropriate professionals or experts. Further, references to
any financial instrument or investment product are not intended
to imply that an actual trading market exists for such instrument
or product. The information and opinions contained in Emirates
NBD publications are provided for personal use and informational
purposes only and are subject to change without notice. The
material and information found in this publication are for general
circulation only and have not been prepared with any regard
to the objectives, financial situation and particular needs of any
specific person, wherever situated.
CONFIDENTIALITY
This publication is provided to you upon request on a
confidential basis for informational purposes only and is not
intended for trading purposes or to be passed on or disclosed
to any other person and/or to any jurisdiction that would render
the distribution illegal. The investor may not offer any part of this
publication for sale or distribute it over any medium including
but not limited to over-the-air television or radio broadcast, a
computer network or hyperlink framing on the internet without
the prior written consent of Emirates NBD or construct a
database of any kind.
SOLICITATION
None of the content in this publication constitutes a solicitation,
offer, opinion, or recommendation by Emirates NBD to buy
or sell any security, or to provide legal, tax, accounting, or
investment advice or services regarding the profitability or
suitability of any security or investment and further does not
provide any fiduciary or financial advice.
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THIRD PARTY
The security or investment described in this publication may
not be eligible for sale or subscription to certain categories
of investors. This publication is not intended for use by, or
distribution to, any person or entity in any jurisdiction or
country where such use or distribution would be contrary
to law or regulation. It is the responsibility of any person in
possession of this publication to investigate and observe all
applicable laws and regulations of the relevant jurisdiction. This
publication may not be conveyed to or used by a third party
without the express consent of Emirates NBD. The investor
may not use the data in this publication in any way to improve
the quality of any data sold or contributed to by the investor
to any third party.
LIABILITY
Anything to the contrary herein set forth notwithstanding,
Emirates NBD, its suppliers, agents, directors, officers, employees,
representatives, successors, assigns, affiliates or subsidiaries shall
not, directly or indirectly, be liable, in any way, to you or any other
person for any: (a) inaccuracies or errors in or omissions from the
this publication including, but not limited to, quotes and financial
data; or (b) loss or damage arising from the use of this publication,
including, but not limited to any investment decision occasioned
thereby. Under no circumstances, including but not limited to
negligence, shall Emirates NBD, its suppliers, agents, directors,
officers, employees, representatives, successors, assigns, affiliates
or subsidiaries be liable to you for direct, indirect, incidental,
consequential, special, punitive, or exemplary damages even
if Emirates NBD has been advised specifically of the possibility
of such damages, arising from the use of this publication,
including but not limited to, loss of revenue, opportunity, or
anticipated profits or lost business. This publication does not
provide individually tailored investment advice and is prepared
without regard to the individual financial circumstances and
objectives of person who receive it. The appropriateness of
an investment activity or strategy will depend on the person’s
individual circumstances and objectives and these activities
may not be suitable for all persons. In addition, before entering
into any transaction, the risks should be fully understood and a
determination made as to whether a transaction is appropriate
given the person’s investment objectives, financial and operational
resources, experiences and other relevant circumstances. The
obligations relating to a particular transaction (and contractual
relationship) including, without limitation, the nature and extent of
their exposure to risk should be known as well as any regulatory
requirements and restrictions applicable thereto.
FORWARD LOOKING
Past performance is not necessarily a guide to future
performance and should not be seen as an indication of
future performance of any investment activity. The information
contained in this publication does not purport to contain all
matters relevant to any particular investment or financial
instrument and all statements as to future matters are not
guaranteed to be accurate. Certain matters in this publication
about the future performance of Emirates NBD or members
of its group (the Group), including without limitation, future
revenues, earnings, strategies, prospects and all other
statements that are not purely historical, constitute “forwardlooking statements”. Such forward-looking statements are
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based on current expectations or beliefs, as well as assumptions
about future events, made from information currently
available. Forward-looking statements often use words such as
“anticipate”, “target”, “expect”, “estimate”, “intend”, “plan”, “goal”,
“seek”, “believe”, “will”, “may”, “should”, “would”, “could” or other
words of similar meaning. Undue reliance should not be placed
on any such statements in making an investment decision, as
forward-looking statements, by their nature, are subject to
known and unknown risks and uncertainties that could cause
actual results, as well as the Group’s plans and objectives, to
differ materially from those expressed or implied in the forwardlooking statements. Estimates of future performance are based
on assumptions that may not be realized.
RISK
Data included in this publication may rely on models that do
not reflect or take into account all potentially significant factors
such as market risk, liquidity risk, and credit risk. Emirates
NBD may use different models, make valuation adjustments,
or use different methodologies when determining prices at
which Emirates NBD is willing to trade financial instruments
and/or when valuing its own inventory positions for its books
and records.
The use of this publication is at the sole risk of the investor and
this publication and anything contained herein, is provided
“as is” and “as available.” Emirates NBD makes no warranty of
any kind, express or implied, as to this publication, including,
but not limited to, merchantability, non-infringement, title, or
fitness for a particular purpose or use.
Investment in financial instruments involves risks and returns
may vary. The value of and income from your investments may
vary because of changes in interest rates, foreign exchange
rates, prices and other factors and there is the possibility that
you may lose the principle amount invested.. Before making
an investment, investors should consult their advisers on
the legal, regulatory, tax, business, investment, financial and
accounting implications of the investment.
In receiving this publication, the investor acknowledges it is
fully aware that there are risks associated with investment
activities. Moreover, the responsibility to obtain and carefully
read and understand the content of documents relating to
any investment activity described in this publication and to
seek separate, independent financial advice if required to
assess whether a particular investment activity described
herein is suitable, lies exclusively with the investor.
INTELLECTUAL PROPERTY
This publication has been developed, compiled, prepared,
revised, selected, and arranged by Emirates NBD and others
(including certain other information sources) through the
application of methods and standards of judgment developed
and applied through the expenditure of substantial time, effort,
and money and constitutes valuable intellectual property of
Emirates NBD and such others.
All present and future rights in and to trade secrets, patents,
copyrights, trademarks, service marks, know-how, and other
proprietary rights of any type under the laws of any governmental
authority, domestic or foreign, shall, as between the investor and
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Emirates NBD, at all times be and remain the sole and exclusive
property of Emirates NBD and/or other lawful parties. Except
as specifically permitted in writing, the investor may not copy or
make any use of the content of this publication or any portion
thereof. Except as specifically permitted in writing, the investor
shall not use the intellectual property rights connected with this
publication, or the names of any individual participant in, or
contributor to, the content of this publication, or any variations
or derivatives thereof, for any purpose.
This publication is intended solely for non-commercial use
and benefit, and not for resale or other transfer or disposition
to, or use by or for the benefit of, any other person or entity.
By accepting this publication, the investor agrees not to
use, transfer, distribute, copy, reproduce, publish, display,
modify, create, or dispose of any information contained in
this publication in any manner that could compete with the
business interests of Emirates NBD. Furthermore, the investor
may not use any of the trademarks, trade names, service marks,
copyrights, or logos of Emirates NBD or its subsidiaries in any
manner which creates the impression that such items belong
to or are associated with the investor or, except as otherwise
provided with Emirates NBD, prior written consent. The investor
has no ownership rights in and to any of such items.
Emirates NBD is licensed and regulated by the UAE Central Bank.
UNITED KINGDOM
This publication was prepared by Emirates NBD Bank PJSC in
the United Arab Emirates. It has been issued and approved for
distribution to clients by the London branch of Emirates NBD
Bank PJSC which is authorized by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority
(FCA) and the Prudential Regulation Authority in the UK. Some
investments and services are not available to clients of the
London Branch. Any services provided by Emirates NBD Bank
PJSC outside the UK will not be regulated by the FCA and you
will not receive all the protections afforded to retail customers
under the FCA regime, such as the Financial Ombudsman
Service and the Financial Services Compensation Scheme.
Changes in foreign exchange rates may affect any of the
returns or income set out within this publication.
SINGAPORE
This publication was prepared by Emirates NBD Bank PJSC in
the United Arab Emirates. It has been issued and approved
for distribution to clients by the Singapore branch of Emirates
NBD Bank PJSC which is licensed by the Monetary Authority
of Singapore (MAS) and subject to applicable laws (including
the Financial Advisers Act (FAA) and the Securities and Futures
Act (SFA). Any services provided by Emirates NBD Bank PJSC
outside Singapore will not be regulated by the MAS or subject
to the provisions of the FAA and/or SFA, and you will not receive
all the protections afforded to retail customers under the FAA
and/or SFA. Changes in foreign exchange rates may affect any
of the returns or income set out within this publication.
Please contact your Relationship Manager for further details or
for clarification of the contents, where appropriate.
For contact information, please visit www.emiratesnbd.com
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