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Introduction 
 
The Q4 RICS Commercial Market Survey results are 
symptomatic of an improvement in both occupier and 
investment market conditions and consistent with the 
more upbeat macro picture. This trend looks set to 
continue over the course of 2014, as evidenced by our 
longer term indicators. 
 
Occupier Market 
 
Occupier demand has now been growing for five 
quarters in succession, with the series (which 
measures the change relative to the previous quarter) 
now standing at its most elevated level on record. It 
should be emphasised that this uptick in demand was 
preceded by a sustained period of relatively weak or 
falling demand during the financial crisis. Nevertheless, 
the gathering momentum is encouraging and likely to 
be further supported by the ongoing surge in 
employment numbers (chart 1). Meanwhile, available 
space has now been in decline for three straight 
periods. The magnitude of this supply and demand 
imbalance increased during Q4, as illustrated in chart 
2.  
 
The tighter real estate market is now placing upward 
pressure on rents, where further impetus is anticipated 
to build. Indeed, since emerging from negative territory 
during Q2 2013, the RICS Rental Expectations series 
has become increasingly positive in each subsequent 
period. Chart 3 tracks this series (advanced by three 
quarters) against the IPD Rental Index; it suggests that 
the better tone to the RICS indicator will continue to 
feed through into rental levels during 2014. 
 
The IPD Rental Index shows rents to have increased 
by around 1% in annual terms in the final quarter of 
2013. This corresponds to the strongest year on year 
growth rate in the post-crisis era (chart 3).  
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Chart 1:  RICS Tenant Demand and ONS Quarterly 
Change in Employment 

Chart 2: RICS Demand minus Available Space and 
RICS Rent Expectations 

 
 

 
 
 

 

 
 

Chart 3: RICS Rental Expectations and IPD Rental 
Value Growth 
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Significantly, development starts have now been on the 
rise for two consecutive quarters, a consequence of the 
improved outlook. To put this in context, prior to the last 
two readings, the RICS New Development Starts 
indicator had not shown an increase since 2007 
(displayed in chart 4).  
 
At the sector level, our figures show tenant demand is 
climbing across all areas of the market. The industrial 
sector remains the front runner, although retail has 
experienced marked improvement over the last three 
quarters. 
 
The RICS Rental Expectations series points to 
improved growth rates within both the office and 
industrial sectors in the year ahead. Interestingly, the 
data is now suggesting that retail rents will pick up 
materially over the course of 2014, demonstrated in 
chart 5. 
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Chart 4:  RICS New Development Starts  
 

 
 
 
 
 
 
 
 

Chart 5:  RICS Retail Rental Expectations and IPD 
Retail Rental Growth 
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Investment Market 
 
Investment market sentiment has also picked up 
considerably within recent surveys. Investment 
enquiries, according to the RICS numbers, have been 
consistently improving since the back end of 2012. 
Significantly, the rate at which investor interest has 
risen also appears to have accelerated throughout 
each quarter. 
 
Likewise, respondents are projecting future investment 
transactions to maintain their upward trajectory in the 
coming three months. This is fuelling capital value 
expectations which continue to rise, suggesting greater 
gains look probable in the coming months 
(demonstrated in chart 5). 
 
Chart 6 plots the RICS Investment Enquiries series 
(advanced four quarters) against the IPD All Property 
Capital Value Index. The nature of the relationship 
points to the pace of capital value growth quickening 
during 2014, and following a broadly similar path to that 
of enquiries.   
 
The IPD All Property Capital Value Index shows 
commercial property asset prices to have risen by 4.3% 
in yearly terms (Q4). Observing quarterly rates gives a 
clear illustration as to the strength of this pick up 
throughout the second half of 2013. Q3 and Q4 
quarterly growth rates came in at 1.3% and 2.9% 
respectively, with the latter representing the fastest 
pace by some margin since 2010. However, despite the 
recent upturn capital values are still around 30% below 
the level found in 2007. 
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Chart 5: RICS Investment Enquiries and RICS Capital 
Value Expectations 

Chart 6: RICS Investment enquiries and IPD All 
Property Capital Value Growth          
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Twelve Month expectations 
 
The RICS 12 month indicators are consistent with a 
continuation of the current upturn in commercial 
property market sentiment. The economic recovery is 
widely forecast to gain further traction in 2014 and this 
will feed into the commercial real estate market. 
 

Over the next year, survey respondents are estimating 
headline rental growth to be in the region of  3.5%. 
This is a significant improvement when compared  to 
their 2% projection put forward in Q3, and indicative of 
greater confidence spreading throughout the market. 
 
At the sector level, the industrial segment exhibits the 
strongest expectations for rental gains, which stand at 
just over 4.5%. Meanwhile, the office and retail 
sectors are anticipated to see rents rise by 
approximately 3% and 2% respectively (chart 7).  
 
Turning to the regional outlook, London is the area 
cited by surveyors to see the greatest rental growth 
during 2014, at 7%. On the same basis, rents are 
expected to grow around 3% in both the north and the 
south, whilst this figure is just over 2.5% for the 
midlands. 
 
 

 

 
Meanwhile, capital values are expected to increase by 
an average of 4% over the course of 2014. This figure 
has risen by one percentage point relative to 
respondent’s forecast in the third quarter.  
 
In terms of the sector breakdown, again, industrial units 
are expected to see the largest gains, approximately 
5%. Capital values in the office sector are anticipated to 
grow by an estimated 3.5%, whilst in the retail sector 
gains of around 3% are projected (chart 8). 
 
At the regional level, commercial prices are expected to 
increase by 7.5% in London, 4.5% in the south, and 
around 3% in the north and midlands. 
 
 
   
 
 
 

Chart 8: RICS 12 Month Capital Value Expectations 

Chart 7: RICS 12 Month Rental Expectations 

This research contains economic and property analyses, edited by RICS. 
It should not be relied upon as professional advice and RICS accepts no liability for reliance on its contents. 


