
The Recovery?

The UK economy seems to have 
finally turned the corner with many
leading indicators being positive.

ECONOMY

COMPANIES EXPECTED USE OF BANK CREDIT OVER 2013 (a)

(a) The balances show the proportion of companies, weighted by turnover, indicating  whether they expected their use of bank credit to increase over the coming 
12 months. The survey was based on 370 respondents and was carried out between February and March 2013. 

•   The UK avoided triple dip with Q1 GDP up 0.3%. 
     Forecasts suggest 0.9% growth in GDP this year 
     increasing to 2.0% in 2014.
•   The UK's construction sector has returned to growth 
     after six months of contraction. 
•    Markit’s Factory Index climbed to a 14-month high in 
     May.
•    British Retail Consortium showed like-for-like retail 
     sales increased an annual 1.8 percent in May.
•    UK insolvencies dropped to an eight-year low during 
     Q1 –PWC. 
•    The Bank of England Credit Conditions Survey shows 
      that UK commercial property prices are expected to 
      have a positive impact on credit availability - is this a 
      realisation that the bottom of the cycle was reached at 
      the end of 2012?
•     Residential property prices rose 0.4% in May – 
      Nationwide and 1.1% in April – Halifax. 
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U.K RECOVERY SIGNS IMPROVE
FROM REAL ESTATE TO RETAILERS

REASONS TO BE POSITIVE

This is our first newsletter. We have pulled in research from a number of sources including 
B of E, Savills, DTZ, Nationwide and Colliers to provide our readers with a comprehensive 
view of the economy, commercial and residential property.



CREDIT CONDITIONS SURVEY: CHANGES IN AVAILABILITY OF CREDIT AND SPREADS ON 
CORPORATE LOANS (a) 

(a) Weighted responses of lenders.  A positive (negative) balance indicates that more (less) credit was available or that spreads over reference rates had 
fallen (risen) over the past three months.

There has been an improvement 
in the availability and a reduction 
in the cost of credit, partly as a 
result of the Funding for Lending 
Scheme (FLS).

Property sales are also about 5% 
higher each month this year than 
the average monthly level in 2012.

FLS allows banks to borrow money 
at a discount from the BofE, providing 
they can show they have passed it on 
to customers in the form of loans.

Under the current Help to Buy Scheme, borrowers are 
able to take out an equity loan from the government, 
which will enable them to put down a deposit of just 5% 
on a property. 

With the second scheme, starting in January 2014 and 
due to run until 2017, the government will guarantee up 
to 15% of a mortgage on homes worth up to £600,000. 
The scheme will be used to support £130bn of 
mortgages.

The OECD said that while new housing measures were 
likely to encourage residential investment and supply,
 there could be "upward pressure on house prices" if 
builders did not build more homes.
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BANK RATE
AND FORWARD
MARKET
INTEREST RATES (a)

Sources: Bank of England and 
Bloomberg

(a) The February 2013 and May
2013 curves are estimated using 
overnight index swap rates
in the fifteen working days to 6
February 2013 and 8 May 2013
respectively. 



Offices, still the ideal 

The shortage of Grade A office space, particularly 
in the regions, has seen a number of investors
acquire assets for refurbishment and rental 
pressure is apparent. 

•  Outside city centres, signs of life are evident, 
    although the deal flow is still intermittent. 

•  The chase is on for more yield/income with a 
    move up the risk curve for 'good' secondary. 
    Prime yields for South East offices will fall 
    further in the second half of this year.  

•  For the office market, the investment agents' 
    view is that investor appetite for the South East 
    has improved considerably.

COMMERCIAL PROPERTY

Commitment to property remains positive

Commercial property prices in the regions
bottomed out at the end of  2012. 

•  Values in the regions are still, on average, 
    48% off their peak.
•  There is reluctance to sell preferring to 
    hold property until values improve. While 
    there are secondary assets available, the 
    institutions remain cautious to move up 
    the risk curve. 
•  With the UK escaping a triple dip recession 
    in Q1 this cautiousness may fade. As the 
    institutions are in the business of investing 
    we may see an improvement in activity later 
    in the year subject to more sellers coming 
    to the market.
•  In a recent global pension funds survey they
    expect to increase their allocation to property 
    in the next six months and a net 13% in the 
    next three years. 
•  On a geographical basis, it is no surprise 
    that commercial sectors in London 
    out-performed significantly, posting 
    double-digit total returns for the retail 
    market and the West End
•  Competition for prime central London 
    has already displaced UK institutions 
    attention to prime product in key regional 
    cities. But again liquidity remains an issue. 

However, any rises were dwarfed by the 
increases seen recently in the US. US house
prices in March were up 10.9% from a year 
earlier, the biggest rise in nearly seven years, 
according to the S&P/Case-Shiller index.  

RESIDENTIAL PROPERTY

Our view is that, house price inflation will
remain strong running up to the next
election, particularly in Central London.

The main reasons for our optimism:- 

• Increased availability of credit and 
             falling interest rates
• Consumer confidence
• Weak sterling benefiting overseas 
 buyers
• Rightmove reports that April website 
 hits were twice the April 2012 rate 
 and asking prices rose 7% in the 
 month following the ‘Help to Buy’ 
 announcement. 
• Barratt Developments reports buyer 
 interest at a five year high.
• An RICS poll also shows that the FLS 
 impacted the market immediately. 
• The OBR worries that there is a risk of 
 house price inflation without an 
 improvement in supply. Demand for 
 Central London prime property 
 continues. The FT reports that new 
 build schemes in the City of London 
 are up 25% between 2010 and 2012, 
 with prices nearing £2,500 psf. 
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Shop margins remain tight, with 
online sales strengthening. 

Evidence of rental recovery ex-London 
is scant, although the rate of decline has 
abated.

Colliers half-yearly voids research suggests 
that several UK high streets are still weakening.

RETAIL SALES GROWTH %Y/Y

Services PMi survey surges to 54.9 up from 52.9 
in April. Manufacturing output has now turned 
positive and confidence is improving. 

•  Colliers reports that prime UK small shed rents 
    were increasing by 2% y/y in Q1 13, with Outer 
    London up 6% and the SE up 2.3%. 
•  Big shed prime rents were also up 2.5% y/y, with 
    the East Midlands and West London up 9.5% 
    and 8% respectively. 
•  Take-up rates suggest that the UK has only two 
    years’ supply remaining, with acute Grade-A 
    shortages in London, South East, Eastern, 
    North East and Wales. Speculative projects look 
    increasingly to be on the agenda. 
•  Distribution warehouse yields edged lower to 6%
    in March, which is the lowest level since 
    December 2007. The lack of liquidity, limited 
    supply of warehouse stock in the UK and the 
    increasing investor interest has led to this fall.

Source: ONS

WORKFORCE NUMBERS
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PRIME V SECONDARY YIELD SPREAD IS MIXED

Source: Colliers International, REC


