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Analysis: markets
Swinging London
Emerging Trends 2013 
reports a growing 
need for investors to 
consider how social 
trends are changing 
real estate. London is 
one city already seeing 
the transformation

Much of the global capital that’s been 
buying London real estate in recent years 
has been pre-occupied with the prime, 
core markets. 

As a safe and transparent city with a 
diverse occupier and investment base, 
London has attracted enthusiasm for its 
real estate assets from global investors in 
the European market. But in recent 
months, transactions have declined as 
competition rises and available stock 
depletes. 

However, a quiet revolution has been 
underway in recent years that’s helping 
reposition the city for long-term growth, 
creating increased opportunity for London 
investors. 

An evolution of trends – from the rise of 
tech companies to sustainability - will 
widen the remit of opportunities for 
institutional, long-term capital. What is 

more, UK domestic institutions are busy 
creating the right product to deliver new 
types of properties to serve these trends. 

Here, we explore some of the key trends 
shaping London’s investment market. 

Mobile and tech:
When Google signed up for a 999-year 
lease on 1m sq ft of space at London’s 
King’s Cross, it showed London was well on 
the way to re-inventing itself in the wake of 
the global financial crisis. 

The telecommunications, media and 
technology (TMT) sector is now the tour 
de force in London’s leasing market, as 
demand for computer equipment, online 
remote access, and cloud computing fuel 
growth. 

The sector – which encompasses 
broadcasting, publishing, new media, 
advertising, marketing, PR, information 

technology, telecoms and media continued 
to grow its overall share of Central London 
office take-up last year according to Jones 
Lang LaSalle - which reported a 2% 
increase to 22% over 2012.

How long-term this demand may be is up 
for debate. But these occupiers are having 
a positive impact on rents and supply in the 
city’s sub markets. While companies such 
as Derwent London and Canary Wharf 
Group are developing product to court this 
new class of occupier. 

Advertising and media companies, which 
require close proximity to clients, as well 
as a thriving neighbourhood for its young 
workforce, are focused on districts such as 
Soho, Noho and Covent Garden. While 
areas such as King’s Cross, Farringdon and 
Clerkenwell are also experiencing 
increasing activity. 

David Marks, co founder of Brockton 
Capital, believes these firms present 
developers with a long term opportunities. 
“Google’s letting proves that physical 
interaction is still important despite 
services such as Skype. Buildings are 
places for people to meet and exchange 
ideas. 

“As fast as real estate can change, it is 
changing. TMT companies desire 
buildings that attract the best people, that 
make them happy and productive and 
which don’t look old fashioned. 

“Investors are buying warehouse buildings 
and making them attractive to this type of 
occupier in return for long leases. They’re 
choosing these over glass and steel blocks 
let to a different tenant on each floor”

Student accommodation: 
London’s universities have become a focus 
of attention in recent months, as data 
shows the asset class to be the best 
performing asset in the UK property 
markets. 

UK student housing funds have returned 
close to 12 per cent since the start of 2012, 
compared with 1.2 per cent for all property 
and 4.9 per cent for gilts, according to IPD. 
While numbers of international students 

coming to the UK universities is also on the 
rise. 

US private equity group Carlyle is currently 
developing three student housing 
developments in central London. While in 
January, Legal & General Property agreed 
to forward fund a student accommodation 
scheme in Finsbury Park, north London.  

Legal & General is backing the 
development, pre-let to the University of 
Arts London on a 25-year FRI (full 
repairing and insuring) lease from 
completion.  

Bill Hughes, Managing Director at Legal & 
General Property, explains that there are 
“many opportunities” to develop and 
forward fund sites for the city’s growing 
population of overseas students.  

“This sector offers our funds the 
opportunity to invest in index-linked 
income on very long leases to strong 
covenants, while also providing relatively 
higher yields than the traditional real 
estate sectors.  Our focus remains on 
funding quality developments that are 
backed by premium universities and 
located in first class locations.”

LaSalle Investment Management is also 
focusing on this asset class in London, as 
well as other cities in the UK. 

Simon Marrison, Chief Executive, Europe 

Investors are  
buying warehouse 
buildings and 
making them 
attractive
David Marks, co founder of Brockton Capital
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for the firm says:  “Our view is that there is 
still a shortage of this type of 
accommodation in the UK and a huge 
change in terms of what students, 
especially those from overseas, require. 

“Connectivity to the internet and security 
are top priorities for occupiers. 

“With student housing it’s possible to get 
scale. But it’s also important to team up 
with operators that can help piece together 
sites too,” he adds.  

Crossrail: 
It’s impossible to tell what Crossrail, one of 
the biggest infrastructure projects the city 
has seen, will bring to London’s standing 
as a global city when it opens in 2018. But 
recent research puts the value of its impact 
on property at around $8.5bn. 

 

Research conducted by GVA for Crossrail, 
said the value of commercial buildings 
near Crossrail stations would likely 
increase by 10% during the next decade, 
above already rising projections. 
Residential values near the stations are 
projected to increase by 25% in London 
and 20% in the suburbs. 

Anticipating the uplift in values, Brockton 
Capital has recently invested £95m in the 
former Royal Mail sorting office on New 
Oxford Street. David Marks, co founder of 
the firm says; “The asset has been vacant 
for several years but its proximity to 
Crossrail means there will always be 
demand for that building.” 

“Understanding what a city needs in terms 
of space and price allows you to build the 
right space in the right place and at the 
right time,” he adds. 

Connectivity to the 
internet and security 
are top priorities for 
occupiers
Simon Marrison, Chief Executive, 
Legal & General

“We’re looking at asset 
management initiatives] that 
seek to refurbish good assets 
with green credentials.”

“Tech companies don’t 
want to operate out of office 
towers; it’s not cool.”

“This is a workforce which 
has grown up with climate 
change; it wants responsible 
buildings that are edgy, too.”

“They want local experiences, 
places that are individual and 
quirky. They aren’t looking for 
globalised streetscapes.”

“Sustainability is the only 
thing tenants want to talk 
about…We are designing room 
for bikes and doing everything 
else we can.”

“These [tech] firms will seek 
underspecified buildings that 
they can adapt to their needs...
Outside, they look for buzzing 
neighbourhoods where clients 
can be entertained in hip bars 
or cafés.”

London – the view from 
Emerging Trends

Indonesia’s economy is fast becoming one 
of the most exciting growth markets in the 
Asia Pacific region.

GDP growth of 6.4% is set to double the 
middle class population by 2020, from 74 
million to 141 million. As a result of such 
positive socio-economic trends, Indonesia’s 
capital city ranked as Asia Pacific’s best 
investment destination in Emerging Trends.

But while a range of REITs, sovereign 
wealth funds and developers have doubled 
investment volumes from $150m to 
$350m in three years, placing capital 
remains difficult as domestic firms seek to 
retain assets in the rising market. 

“Investors have been seeking a local 

Indonesian partner to develop or forward 
purchase an office development,” explains 
Alistair Meadows, Director, International 
Capital Group, Asia Pacific, Jones Lang 
LaSalle. 

“Domestic firms have strong balance 
sheets and no need for debt. So investors 
need to offer something other than capital, 
like development expertise or a corporate 
tenant relationship.”

After offices, Indonesia’s logistics sector 
currently offers best growth rates as 
regional manufacturers, especially from 
Japan, seek to locate facilities in the 
country. Industrial rents grew 18% in 
2012, while capital values grew by 24.5%, 
according to Colliers International.

Spotlight
Jakarta
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