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EXECUTIVE SUMMARY
> Ongoing recovery in investment activity;
> Strong performance from both UK REITs and direct commercial property over the period;
> Property viewed as a good hedge against rising inflation;
> Yields continue moving downwards although could slowdown if UK rates increase;
> Industrial property returns benefitting from supply chain disruption;
> Investment case for healthcare and student accommodation remains robust;
> UK house prices expected to cool further in H2 2021;
> Prime Central London market recovering with resumption of international travel.

COMMERCIAL PROPERTY
INVESTMENT ACTIVITY CONTINUES TO RECOVER
There is still a strong demand for UK commercial assets
and overseas investors remain the dominant force in the
UK market. Buyer interest year-to-date has been spread
almost evenly between Offices (31% of YTD transactions),
warehouse/logistics (29%) and ‘alternative properties’ such
as business parks and student accommodation (29%). Retail
property activity (11%) is focused almost exclusively on secure
income assets such as supermarkets and retail warehouses
with little interest in unit shops or shopping centres.

Building on previous periods, the UK commercial property
market continued its recovery in Q3 2021 with GBP
14.1bn1 of transactions. Activity has shown continuous
improvement over the course of the year with the gradual
removal of lockdown restrictions and the steady resumption
of business activity. Deals which had been put on hold
because of the pandemic are now coming back to the
market and we anticipate a strong end to the year, which is
traditionally the busiest period for transactions.
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TOP 10 LARGEST UK COMMERCIAL
PROPERTY TRANSACTIONS YTD 2021
BUILDING /
TRANSACTION NAME

LOCATION

PRICE
GBPM

DATE

ASDA Portfolio

UK Wide
Portfolio

Industrial

1,700.0

Jul-21

ASDA (UK)

Blackstone
Real Estate
(USA)

Student Portfolio

UK Wide
Portfolio

Student
Accom.

969.0

Jul-21

GCP Student
Living (UK)

iQ Student
(USA) / Scape
Student (UK)

Arlington Portfolio

UK Wide
Portfolio

Business
Park

714.0

Jun-21

TPG Real Estate
(USA)

Brookfield
Asset Mgt
(Canada)

30 Fenchurch St, EC3

City of
London

Office

635.0

Jun-21

Trustees of
Moise Safra
(Lebanon)

Brookfield
Asset Mgt
(Canada)

1 Braham Street E1

Central
London

Office

468.0

May-21

Aldgate
Developments
(UK)

Union
Investment RE
(Germany)

Times Square EC4

City of
London

Office

450.0

Aug-21

Blackstone Real
Estate (USA)

Generali
Group (Italy)

3 Minster Court, EC3

City of
London

Office

353.0

Jun-21

Ivanhoe
Cambridge
(Canada)

Suntec REIT
(Singapore)

Wembley / Whitechapel

Central
London

Student
Accom.

342.0

Jun-21

Unite Group
plc (UK)

GIC Real
Estate
(Singapore)

Retail Park Portfolio

UK Wide
Portfolio

Retail
Warehouse

330.0

Apr-21

Hammerson
plc (UK)

Brookfield AM
(Canada)

Quintain Portfolio

UK Wide
Portfolio

Student
Accom.

315.0

Apr-21

Fusion
Students (UK)

Lone Star
(USA)

SECTOR

VENDOR
(NATIONALITY)

PURCHASER
(NATIONALITY)

Data to 01 November. Source: PropertyData, 2021
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INFLATIONARY PRESSURES ON MARKETS
In line with transactional activity, UK REITs continued their
strong performance into Q3 due to improved occupier
conditions, better rental collection rates and the ongoing
demand for yield. UK REITs have been the best performing
asset class year-to-date and have outperformed the wider
UK equities market which moderated in September due to

inflationary concerns. Traditionally, property is viewed as
a better hedge against inflation compared to most other
asset classes, with the exception of gold and commodities,
as it can have either an implicit (e.g. market rental increases)
or explicit (e.g. cost of building materials) link to inflation.

Main UK Asset Classes Total Return Q3 2021

Main UK Asset Classes Total Return YTD 2021
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Momentum was maintained in the private market with
a total return of 4.6% in Q3 2021, bringing year to date
performance to 11.1%2. Average UK commercial property
values have risen by 6.9% so far this year, primarily because
of exceptional performance from the industrial sector.
Competition for deals in general remains intense and
continues to push down yields aggressively across the
board. The UK All Property yield – an average yield across
all sectors of commercial property - now stands at 4.68%3

but there remains scope for further compression given the
continuing spread over UK equities (+1.54%), Government
Bonds (+3.87%) and interest rates (+4.58%). Yields are
now fast approaching the pre-Global Financial Crisis low of
4.56% set in June 2007 as the asset class remains one of the
most attractive sources of income for investors in a yield
hungry environment. However, a potential increase in UK
interest rates in December may cause the rate of decline to
slow before the end of the year.

UK Commercial Property Yields vs. Equities, Gilts & UK Interest Rates
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Net Initial Yield as at 30 Sep. Source: MSCI, 2021.
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SUPPLY CHAIN DISRUPTION BENEFITING
INDUSTRIAL PROPERTY
UK Property Sectors: Capital Value Growth Q3 2021

UK Property Sectors: Rental Value Growth Q3 2021
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Industrial/logistics property has had a strong year, with
average values rising by 17.8% and average rents by 4.7%4.
Despite being a standout performer over the past few
years, fuelled by the rise of e-commerce and a structural
shift in consumer habits, the sector was given extra impetus
in 2021 due to global supply chain problems caused by
the COVID pandemic. The UK faced perhaps more acute
problems compared to other countries due to the lingering
effects of Brexit. On top of external factors such as a
blockage in the Suez Canal in March and a deficiency of
shipping capacity in general, a lack of Heavy Goods Vehicle
(“HGV”) drivers and the common use of a ‘Just in Time’
inventory system left many UK companies without enough
stock when demand unexpectedly recovered. This has led
to some high-profile shortages and periods of panic buying
for certain items – most infamously toilet roll in March 2020

Office

Industrial

-2.59%
Retail

Source: MSCI, 2021

and petrol in September 2021. The gradual adoption of a
‘Just in Case’ inventory system to avoid such problems in the
future has led to substantially higher occupier demand for
warehouse space. Year-to-date, there has been 35.8m sq
ft of take-up5, a record high - and there are still 3 months
to go before the end of the year. Supply has not been able
to keep up and is sitting at an all-time low6. This imbalance
explains the rampant growth of the sector this year and the
trend is expected to continue into 2022. We still strongly
favour industrial property, especially the urban warehouse
sub-sector due to the critical need for businesses to
fulfil the ‘last mile’ of product delivery in a timely manner.
Warehousing in urban areas is experiencing an acute
constraint on supply due to restrictive UK planning laws. At
the same time, there is robust competition for sites from
other potential occupiers and from UK housing developers.

Source: MSCI, 2021

4

As at 30 Sep. Source: BNPPRE, 2021

5

Source: CBRE, Allsops, 2021
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UK ‘Big Box’ Take Up
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these needs although the healthcare itself is provided by
either the National Health Service or specialist care home
operators. The UK also remains home to some of the
world’s best universities and student numbers continue to
climb7, despite the disruptions of the past 18 months. We
believe that the focus should be on the so-called ‘Russell
Group’ of research universities and that the presence of an
operational platform (in addition to the bricks & mortar) is
the key to success.

We also continue to favour primary healthcare and student
accommodation in the alternative sector. The COVID
pandemic has stressed both sectors in different ways
but their fundamental investment cases remain intact.
The UK has an aging population with rising and more
complex healthcare needs. This is a demographic reality
unaffected by financial markets, economics or politics.
Modern, purpose-built primary healthcare assets, such as
care homes or doctors’ surgeries, are needed to deal with

UK Population: Over 85s expected
to double in the next 25 years

UK Student Numbers vs GDP 2000/01 to 2019/20
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RESIDENTIAL PROPERTY
outdoor space in response to the pandemic. Greater
London underperformed the other UK regions for the
same reason. A potential rise in interest rates (i.e. higher
borrowing costs), inflationary pressures on the cost of living
and a traditionally slow winter period is likely to lead to
further cooling before year end.

The UK residential market cooled over the period, as
anticipated, with the gradual removal of the Stamp Duty
holiday between 01 July and 30 September. Average UK
property prices are up 7.4% higher year-on-year8, but there
was a discrepancy between the performance of houses
(8.8% for detached, 8.9% for semi-detached) compared
to apartments (6.1%) as buyers sought more rooms and

UK House Prices, Annual % Change SA
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PRIME CENTRAL LONDON RESIDENTIAL
The Prime Central London (“PCL”) market has experienced
a recovery after a prolonged period of stagnation due to
COVID. Transaction activity has steadily increased since
mid-July due to a combination of workers returning to their
offices and relaxation of international travel restrictions. Key
metrics were extremely encouraging with the number of

new prospective buyers 27% above the 5-year average9 with
offers and exchanges showing similar reassuring increases.
Demand for PCL property is heavily influenced by
overseas investors and we retain a positive outlook for
the remainder of the year now that prospective buyers
can travel more freely.
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PCL vs UK House Prices & Net Mortgage Lending
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OUTLOOK
This has been another strong period of performance for
commercial property driven mainly by extraordinary performance
from the industrial sector due to an enduring acute supplydemand imbalance. Current inflationary concerns have been
viewed as favourable for the asset class and money continues to
target the attractive relative yields on offer. If the current trend
continues, average yields may well surpass their historic lows in
the coming months with only the prospect of rising UK interest
rates able to slow the current rate of compression.
Industrial and income-focused properties will continue to lead
the market in coming periods as the key factors driving these
areas - e-commerce, supply chain disruption and premium
income returns - remain firmly in place. Alternative sectors have
had a mixed reaction to the pandemic but the fundamental case
for investment in them has not changed and we anticipate a
more favourable return environment now that restrictions have
largely been removed.
The wider UK residential market will continue to cool over the
course of H2 2021 after the removal of stimulus measures and
the prospect of rising interest rates. By contrast, there is now
a better outlook for the Prime Central London market which
has found its floor after a long period of turbulence and we
anticipate an accelerated recovery from this point onwards.

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

UK QUARTERLY PROPERTY MARKET REVIEW Q4 2021

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

11

UAE – UK – INDIA – KSA – SINGAPORE
EmiratesNBD.com

12

UK QUARTERLY PROPERTY MARKET REVIEW Q4 2021

