








the 1st 2nd and part 4th floors, and prevented the average
from falling any further.

CONSTRUCTION STARTS WITH PRELETS
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Construction startsin Q2 amounted to 190,200 sq ft, an
increase from 90,000 sq ftin Q1. All of this space currently
remains available and comprises only one large mixed-use
project that is now under way, namely Park House, Oxford
Street, W1. Land Securities is developing 190,200 sq ft of
office space, 96,000 sq ft of retailand 60,000 sq ft of
residential space, with completion expected at the end of
2012.

Ofthe 257,000 sq ft which was completed in Q2, 61%is let
and some 98,000 sq ft remains available. All of this space
came at the office-led development of the Carmine Building,
Merchant Square, W2. The eighth to 14th floors remain
available here, while the first to seventh floors were prelet to
Marks & Spencer in 2008. The refurbishment of 13-16
Carlton House Terrace, SW1, was also completed this
quarter, although no additional space was brought to the
market.

INVESTMENT

Asubstantial upsurge in West End investment was noted in
Q2, as both the volumes of transactions and the monetary
value exceeded the investment level of Q1. Around 25
transactions took place in Q2 totalling 768,000 sq ft,
compared with 15 transactionsin Q1.

The largest investment transaction was Land Securities’
office and retail mixed-use development Park House, Oxford
Street, W1 where Barwa Real Estate bought the
development site for £250m and will pay an additional
£275m upon completion, taking the total value of the deal to
£525m, when construction costs and the payment of a share
of the profits are factored in. The second-largest transaction
came at lona, Regent Street, W1, where Delancey and
Shearer Property Group sold the long leasehold to the
Swedish owner of fashion chain H&M. The price paid for this
buildingwas £221m, reflectinga 4.75%yield.

WEST END

84 Eccleston Square, SW1:
39,000 sq ft now available to
let

43 Palace Street, SW1: 11,500
sq ft withdrawn

£525m

TOTAL VALUE OF THE
BARWA REAL ESTATE
PURCHASE OF PARK
HOUSE
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TAKE-UP

New/Refurbexisting 137,284 295.60 488.92 17.74 | MIDTO__WN
Premarketing - nfa nfa nfa 2 "“-1 ’

Secondhand 260,412 2559 -0.40 6.39

Under Construction 10,395 -78.63 nfa -75.78

Total 408,091 4039 43.30 0.94

Take-up has risen slightly with a total of 408,100 sq ft being
let, up by 1% on last quarter, and is up by 43% on this time
lastyear. The positive quarterly result shows the recovery we
are experiencing in Midtown compared with other central
London markets.

The largest transaction was the letting of the entire 57,400
sq ft 1-6 Tavistock Square, WC1, to charity Age UK. It took the
building on a ten-year lease and will pay around £17.20 per
sq ft, conducting its own refurbishment on the building.
Elsewhere, Baker Tilly & Co took a 20-year lease on 54,200
sq ftat Nexus Place, 22-25 Farringdon Street, EC4. All
further terms remain confidential.

Asinthe West End, we are experiencing a fairamount of
interest in this market, as evidenced by the volume of space
placed under offer,amounting to 216,000 sq ft. Thisis 17%
lowerthanin Q1. However, the amount is almost triple the
amount of space in Q4 2009.

The largest potential dealis at 110 Fetter Lane, EC4,
where 57,200 sq ft spread over the sixth to eighth floors was
placed under offer in April. Reportedly, Weil Gotshal &
Manges has agreed to take the space at a rent of
approximately £54 per sq ft. If this deal completes, the
building will be fully let.

Tavis House, Tavistock Square,
WC1: Entire 57,400 sq ft
building let to Age UK

SUPPLY 40200 Gray’s Inn Road, WC1:
76,000 sq ft of ITV space now
available

New/Refurbexisting 732,890  80.51 16.17 48.69
Premarketing 814,754 129.87 0.37 0.00
Secondhand 2,775,398 61.76 7.04 4.06
Under Construction 257,090 -77.18 -67.24 -60.71
Total 4,580,132 27.12 -4.98 -1.06

Supply decreased slightly, down by 1% on Q1,and 5% on Q2
2009. Thisis primarily a result of a reduction in the amount of
available stock under construction, down by 61%.

Onaless positive note, the supply of new-build space
increased by 49% and secondhand stock rose by 4%. The
largest addition of available space in @2 was of secondhand
space, and came at 200 Gray's Inn Road, WC1, where ITV
made 76,000 sq ftavailable in May, as a part of its office
consolidation plan. The available space is located on part of
the second, and the entire third and fourth floors, withan
asking rent of £35 per sq ft.

The volume of space withdrawn fell by 50% to 30,000 sq ft,
spread across 9 properties. The largest space to be
withdrawn was the 9,600 sq ft third floor at 265 Strand, WC2.

457,000
SQ FT OF NEW BUILD
SPACE DELIVERED TO

THE MARKET.

AVAILABILITY RATE

12%
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Availability rates stand at 11%, up by 0.8%on Q1.
Surprisingly this contradicts the 1% rise in take-up and
similar decreasein supply seenin Q2. However, the increase
in construction completions contributed to this.

Thereis atotal of 550,000 sq ft of office space set to be
completed before the end of 2010, of which 70% is still
available. Demand will need to grow even strongerin
Midtown if the availability rate is to be contained.

ASKING RENTS

Average asking rents have bounced back strongly for
new-build stock, increasing by £8, or 20%, on Q1, now
standing at £48.75 per sq ft. This is the first time since Q4
2008 that animprovement has been seen in asking rents on
new-build stock, and is a result of improved take-up in this
market.

Asking rents have continued to slide for good quality
secondhand stock. Although the drop is not substantial, a
50% decrease was registeredin Q2, to £32.50 per sq ft.

CONSTRUCTION

Construction activity increased this quarter with a total of
457,000 sq ft being delivered to the market, spread across
two schemes. The larger of these was the 406,000 sq ft
Central Saint Giles, WC2, where the whole building is
currently available. It was reported in May that advertising
group WPP s close to becoming the first office tenant at this
scheme. The group is considering taking 130,000 sq ftata
rent of around £50 per sq ft.

Construction starts were less active, with 22,500 sq ft of
office space at one scheme getting under way -a
refurbishmentat Conquest House, 37-38 John Street, WC1.

INVESTMENT

Investment activity in Midtown saw six transactions
completed, the same volume as last quarter. However, the
monetary value of transactions was higherin Q1. Midtown
investment volumes were boosted last quarter by the £175m
sale of Victoria House, WC1, which was the largest
transaction for the entire central London office market.

The largest Q2 deal was the £74.5m sale of Orion House,
5Upper St Martins Lane, WC2, where Schroder's WELPUT
purchased the freehold from the property arm of Lewis Trust
Group, UK & European Investments. The deal reflects an
initialyield of 5.25%.

Elsewhere, WELPUT sold its freehold interest at the
mixed-use 22-25 Bedford Street WC2, to BlackRock UK
Property Fund for nearly £59m, reflectinga 5.1%yield.

For information on how to subscribe to London Offices, please contact Daniel.Clements@estatesgazette.com
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TAKE-UP

New/Refurbexisting 6,139 nfa nfa n/a DOCKLAN DS
Premarketing - n/a nfa nfa

Secondhand 252,799 642.61 283.73 -53.45

Under Construction - n/a nfa nfa

Total 258,938 660.64 293.05 -52.31

After two successive quarters of notable improvementin
Docklands, take-up has dropped by 52%. Just 259,000 sq ft
was let this quarter, compared with 543,000 sq ftin Q1.
Nevertheless, year-on-year take-up still shows a vast
improvement, rising by over 290%.

Asinthe previous quarter; nearly all letting activity was
focused on secondhand stock, with take-up nevertheless
decreasing by 53%. New-build stock saw only 6,100 sq ft being
let. No prelets were signed for the fifth quarter running. The
largest dealin the Docklands, and of the quarter,was a
187,000 sq ft letting at 40 Bank Street to Shell International.
The company, which plans to move its headquarters to the
building, signed a 15-year lease and will pay a rent of £37.50
per sq ftwith a rent-free period of four years.

The second-largest transaction came at 11 Westferry
Circus, where the European Medicines Evaluation Agency
took 33,300 sq ft on the fourth and fifth floors on a six-year
sublease from Morgan Stanley. It will pay £28.50 per sq ft.

The amount of space placed under offer decreased
significantly. At present, potential deals total just 73,000 sq
ft,in comparison with 370,000 sq ftin Q1; a drop of 80%. The
largest potential dealis at 40 Bank Street, where an
additional 38,000 sq ft on the sixth and seventh floors has
recently been placed under option to Shell.

40 Bank Street, E14: Shell
International takes
187,000 sq ft

w0
10 Upper Bank Street,
SUPPLY E14: 63,000 sq ft now
available to let
New/Refurbexisting 553,388  1786.96 62.44 9.95
Premarketing 5,906,152 ~ 35.38 16.37 16.37
Secondhand 1,582,671  72.99 6.64 -15.44
Under Construction 612,843 -79.99 3.55 63.43
Total 8,655,054  3.40 15.52 10.60

Supply in Docklands rose by 11% this quarter, and is up by
almost 16% on this time last year. The largest addition was of
under construction stock, up by 63% on last quarter. Supply
increased for all types of space bar secondhand stock, which
dropped by 15%, whereas new-build and premarketed stock
grew by 10% and 16% respectively. On an annual basis, the
largestincrease in supply is noted in new-build stock, which
is up over 62% on this time last year.

The largest addition came at 10 Upper Bank Street, where
Olympic body LOCOG put 53,300 sq ft back on the market.

187,000

LOCOG took a large amount of space in this building in Q1 SQFT - THE LARGEST

but does not planto occupyitall. LETTING OF THE QUARTER.
The volume of space withdrawn has dropped by 25% SHELL INTERNATIONAL IS

compared with the previous quarter. Around 60,000 sq ft over MOVING ITS UK

four properties was withdrawn. The largest space retracted HEADQUARTERS T0 40

came at 11 Westferry Circus, where 47,100 sq ft on the part BANK STREET.

ground and sixth to eighth floorsis no longer available.

AVAILABILITY RATE

The availability rate has decreased slightly this quarter,
down from 10.6%in Q1t0 9.5% in Q2. Although take-up has
deteriorated quite significantly and supply has risen by 11%
ona quarterly basis, the availability rate has finally started to
fall. Thisis primarily due toa 15% drop in supply of
secondhand stock. If take-upin Docklands rises and the
amount of available space decreases, we willinevitably see a
fallin availability rates, as no space is scheduled for
completionin 2010.

ASKING RENTS
e New build (existing) Secondhand
50 £ per sq ft
40 I\ o
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Asking rents have remained broadly similar, with only minor
changes registered in Q2. Average asking rents on
new-build stock rose slightly by 50p to £40.50 per sq ft.
Good-quality secondhand space saw average asking rents
decrease by £1 and currently stand at £28.75 per sq ft.

Despite take-up proving relatively disappointing compared
with Q1, overall, the outlook for Docklands seems to be
brighter. Compared with the same time last year we have
seenavastimprovementin letting activity in secondhand
stock. If this continues we will hopefully see anincrease in
askingrents.

CONSTRUCTION

Construction has remained subdued in Docklands with no new
starts or completions. Infact, no construction starts or
completions are expected to take place during the whole 0f 2010.
Nevertheless, twovery large developments remaininthe
pipeline, the 2msq ft Riverside South scheme and 25 Churchill
Place. Latest news pointsto delays atthe Riverside South
schemeand construction seems to have slowed. Doubts have
been castastowhether JP Morganwillactually continue with the
scheme or look foralternative City locations. The long-awaited 25
Churchill Place gained afurther planning permissionand
developer Canary Wharf Group now has the option to build any of
thethree different designs. The latest planning permission
suggests thata 19-storey office building, providing around
613,000 sq ftwill be built here. Understandably, the completion
date of this scheme is notyet fixed.

INVESTMENT

Investment sales in Q2 have decreased by 27,000 sq ft, with
justtwo transactions totalling 13,000 sq ft completing. The
freehold interestin 9,100 sq ft 3 Selsdon Way was sold toan
undisclosed investor, whilst another undisclosed investor
purchased Aegon House, 13 Lanark Square. The details of
both deals remain confidential.

Todownload an electronic version of this report, or toaccess the archive of previous reports, go to www.egi.co.uk/lomarketanalysis.htm

www.estatesgazette.com



TAKE-UP

New/refurb existing 44,679 -40.49 -16.46 -73.96
Premarketing - n/a nfa nfa
Secondhand 274,674 19.29 97.50 22.88
Underconstruction -100.00 nfa nfa
Total 318,953 9.26 65.93 -19.08

The City fringe saw a decrease in take up activity, down by
19% on the previous quarter. Primarily, this is due toa 74%
dropin lettings of new-build stock. Nevertheless, take-up
has improved substantially on this time last year, rising by
66%, mainly due to a 100% improvement on deals of
secondhand stock. Lettings of secondhand stock also
improved, up by 23%. There were no lettings of premarketed
orunder construction space in this quarter.

The largest letting was of secondhand stock and came at
Gemini Court, Thomas More Square E1, where News
International took 55,000 sq ft on a ten-year lease.

Anincreased amount of stock was placed under offerin
Q2 with atotal of 150,000 sq ft receiving interest in the City
fringe. Thisis up by 36% on the 110,000 sq ft of last quarter.
The largest potential deal in the pipeline is at Commodity
Quay, East Smithfield, E1,where a total of 12,100 sq ft was
placed under offer.

SUPPLY
New/refurb existing 366,376 6.86 -34.40 2244
Premarketing 1,970,163 -10.43 -0.40 -21.93
Secondhand 2,049,361 12.70 -14.64 -10.64
Under construction 176,552 -43.30 -38.59 21.92
Total 4,562,452  -2.35 -12.68 -16.61

Supplyinthe City fringe has decreased this quarter, down by
17%, thanks to premarketed stock which declined by 28% on
Q1. More positive news is that the supply of available
secondhand stock also fell, down by 11%. However,
new-build and under construction stock both rose by around
22%. Supply also dropped by 13% on this time last year,
whenall grades of stock recorded a decline in availability.

The largest addition of available space came at 65-69
Wilson Street, EC2, where 56,000 sq ft of under construction
stock is now being marketed. Elsewhere, 32,000 sq ft of
secondhand stock came onto the market at Lincoln Place,
50 Farringdon Court, EC1. The space will be available from
September, after current occupier Merrill Lynch vacates the
property. Guiding rentis in the mid £30s.

The volume of stock withdrawn rose somewhat from
120,000 sq ftinthe last quarter to 142,000 sq ft, spread
across 21 properties. The largest of these was the retraction
of 49,800 sq ftat2110ld Street, EC1.

CITY FRINGE

o

Clifton House, 75-77
Worship Street, EC2: 29,000
sq ft now let

65-69 Wilson Street, EC2:
Entire 56,000 sq ft building
brought to market

74%

DROP IN LETTINGS OF
NEW BUILD STOCK.

AVAILABILITY RATE

Despite the fact that take-up dropped by almost 20% on last
quarter, the availability rate slipped by 1% in Q2 and now
standsat 11.1%.The drop in availability rate was a result of
limited completions, a 17% decrease in supplyand an
increase in the amount withdrawn space.

In spite of recentimprovements, the availability rate is still
one of the highest in central London, approximately on a par
with Midtown, which stands at 11%.

ASKING RENTS

@ New build (existing) Secondhand
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Average asking rents increased from £12.50 per sq ft last
quarterto £15 per sq ftthis quarter. However, last quarter
asking rents plummeted for new-build stock, which was
misleading as quoting rents were released on two lower
ground floors. Q2 data includes only one asking rent on
new-build stock, at Eden House, 5-14 Bishops Square, E1.

Average asking rents for secondhand stock increased this
quarterand now stand at £24.25, up by 75p from £23.50 per
sq ftof the last quarter. This is the firstincrease in asking
rents for secondhand stock since Q2 2008, when prices
peaked and then began to fall.

CONSTRUCTION

Following five completions last quarter, there was only one
completion thistime, at 156-176 St John Street, EC1, where
the entire property is yet to see any letting activity.

After two smaller construction starts in the previous
quarter, no schemes got underwayin Q2.

Thereisafurther 475,000 sq ft of office space set to be
completedin 2010, 60% of which is still available. Take-up
will need to keepimproving if the space is to be absorbed.

INVESTMENT

The City fringe saw eight investment sales take place this
quarter, totalling 251,400 sq ft, up from four transactions in
Q1.The largestinvestment deal to take place was the
freehold sale of Aliffe House, 55 Mansell Street, E1, which
was sold by Lehman Brothers' joint LPA receiver to a private
Middle Easterninvestor for £32.1m -a 6.85%yield. The
property comprises 61,300 sq ft of office space.

The second-largest investment transaction was of a
similarvalue and came at 24 Chiswell Street, EC1. This
72,400 sq ft property has been sold to Stenham for £31.3m,
reflectinga netinitial yield of 7.16%. The property is multilet
to nine tenantsincluding The Royal Bank of Scotland and
City University.

For any data queries, please contact hannah.gardiner@estatesgazette.comor call 02079111881
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TAKEUP

New/refurb existing 3923 -1.69 nfa 3N
Premarketing - n/a nfa nfa
Secondhand 34,633 -61.28 19.80 -5.91
Underconstruction - n/a nfa nfa
Total 38,556 -58.85 3337 -5.63

The Southbank saw a 5.6% decline in take up on last quarter;
with only 38,100 sq ft being let, 34,600 sq ft of which was
secondhand. The largest transaction took place at The Blue
Fin Building, 90 Southwark Street, where Telstra took 15,000
sq ftonaten-year lease. Take up of new build stock was
down by 3.1%, with just one letting of 3,900 sq ft taking place
at84 Great Suffolk Street.

The amount of space under offer has risen by 11,800 sq ft
and now stands at 28,200 sq ft. Thirteen potential deals
make up this figure, the largest of which is at 52 Southwark
Bridge Road, where 4,200 sq ftis currently under offer.

SUPPLY
New/refurbexisting 78,200 48.27 74.75 108.21
Premarketing 852,268 10.85 92.70 0.00
Secondhand 1,017,440 127.39 60.71 2n
Under construction 342,703 1066.21 21 -1.97
Total 2,290,611  76.41 57.35 10.73

Supply has risen once again on the Southbank, increasing by
11% on last quarter and 57% on this time last year. The most
notable increase was for new build stock, which saw a rise of
108%, with over 78,200 sq ft now available. Secondhand
stock increased once again and now stands ataround 1.02m
sq ft, up 23%. The largest new availability comes at The
Arena, 24 Southwark Bridge Road, where the entire 22,400
sq ft building is now available to let.

There has been aslight decrease of 2% in the volume of
available space under construction. Following the sale of
TfL's lease agreement at the Shard of Glass, we will see a
steepincrease in supply in the next quarteras around
240,000 sq ft of under construction stock returns to the
market.

Once again the volume of space withdrawn from the
market hasincreased to 12,400 sq ft. Atotal of five properties
saw space being retracted, the largest of which came at
Harling House, 47-51 Great Suffolk Street, where 4,100 sq ft
onthe first floor was withdrawn.

SOUTHBANK

i

Shard of Glass, SE1: TfL sells
lease agreement

Kings Reach Tower, SE1: CIT
and Jadwa purchase for £60m

£200m

THE AMOUNT THAT CIT
AND JADWA WILL
REPORTEDLY INVEST
IN THE
REDEVELOPMENT OF
KINGS REACH TOWER
IN THE HOPE OF A 20%
MINIMUM RETURN.

AVAILABILITY RATE

10%
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Availability rates rose once again this quarter and now stand
at 9%, the highest since Q3 2004. If the Shard of Glass is
unable to secure a large pre-letwe are likely to see
availability rates being pushed out further once the
development completesin 2012. Kings Reach Tower could
have a similar effect on rates with planning already granted
for the redevelopment of approximately 410,000 sq ft of
office space.

ASKING RENTS

Asking rents were on the rise this quarter, as the average
rent for new build stock on Southbank climbed to £37.50 per
sq ft. Thisis wholly due to the rise in asking rent at 4 More
London, and although a positive sign, there is stilla way to go
if we are to experience the stable £42.50 per sq ft seen for
three consecutive quartersin 2009.

Developers of the Shard of Glass are rumoured to be
considering an asking rentin the region of £55to £70 persq
ft. Ifthisis confirmed, the market will see a rise in asking
rents as the space previously let to Transport for London is
brought back to the market.

Average rents for good-quality secondhand stock also
increased, up from £23.50 per sq ft to £27 per sq ft. This can
partly be attributed to an asking rent of £62.50 per sq ft being
released at 3 More London, where 2,100 sq ft is available to
sublet.

CONSTRUCTION

For the fourth consecutive quarter, there have been no new
starts on the Southbank, nor have there beenany
completions. It was reported in June that the glass panels to
formthe Shard’s facade have arrived on siteand are
expected to go up at the pace of one floor per week. As the
building continues to take shape and market conditions
improve, itis likely that the London Bridge Quarter
consortiumwill see increased occupier interest in the
scheme, especially now that the entire building is available
once more.

INVESTMENT

Investment sales have dropped slightly on @1, with three
major transactions taking place. The largest of these was
Kings Reach Tower, which was purchased by CIT Group and
Saudi-owned Jadwa Investments for £60m. The property
already has permission for redevelopmentanditis thought
that the purchasers willinvest a further £200m, whilst
targeting a minimum 20% return.
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