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‘Scotland’s improving economic performance
underpins our positive view of property market
orospects. Potential for rental growth varies
markedly by sector and location, according to

each market's position in the development cycle.
Securing this rental growth will become increasingly
important to investors as vields bottom-out.”

DR MARK ROBERTSON,
PARTNER, HEAD OF CONSULTING
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Economy

Improving economic growth masks « Fraser of Allander Institute's growth * The Committee of Scottish Clearing Banks

significant swings in job gains and forecasts for Scotland are 2.3% (2006), (CSCB) confirm that the number of new

losses, as well as stark differences 2.2% (2007) and 2.1% (2008). UK growth business accounts established during

between the growing service forecasts are higher at 2.6% (2007) 2006 totalled 23,468. This is 10% higher

and construction sectors and the and 2.3% (2008). than the 2005 figure. The largest share

contracting production sector. The Scottish | ¢ clai . . of new businesses in quarter four 2006

+ The Scottish unemployment claimant coun :
+ Scottish GDP grew by 2.3% over the stood at 31% in Fet?ruiry 2007, unchanged iiliznor::;/o:t::: g;:neegieistzte'

year to quarter three 2006, below the over the quarter and down 0.1% over ’ .

UK growth rate of 2.6%. The service and 12 months. Aberdeenshire has the lowest « Experian’s recent analysis reveals

construction sectors expanded by 2.8% claimant count (1.0%) and North Ayrshire 194 business failures in Scotland in the

and 5.5% respectively, however there the highest (4.9%). fourth quarter of 2006, an increase of

was a 0.5% decrease in production 23% on the same period 12 months earlier.

sector output. In 2006 Scotland recorded 818 business
failures, up from 701 during 2005.

Job Gains This represents just 4% of the UK total,

50 new jobs will be created at Mortgages by Phone Ltd's advice centre at which recorded the highest annual

Carnegie Campus, Dunfermline number of corporate failures since

reporting began in 1997.

Retail sales performance in Scotland
remains strong, as described in the
retail market commentary on p.12.

Ceridian, provider of human resource services, is to expand its operations in Glasgow
with over 250 new jobs over the next three years

According to the Oil and Gas Index

First Data International plans to create 430 new positions over the next five years at its published by the Royal Bank of Scotland,
operations centre on Cadogan Street, Glasgow average daily oil production in the
12 months to January 2007 was down
by 13% on the previous year.

prospects

Forecasts of economic growth for
420 jobs have been lost with the closure of Simclar's factories in Irvine and Kilwinning Scotland continue to be marginally
above long term trend, underpinning

- : : prospects for occupier demand
The Packard Bell factory in Livingston has closed with the loss of 120 jobs in the country’s property markets.

Morgan Stanley is to close its call centre at Atlantic Quay; 80 jobs will be lost when the

Goldfish operation is merged with the bank’s existing call centre in Cumbernauld
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Planning
Update on the Planning (Scotland) Bill

The message from the Scottish Executive
in December 2006 was a positive one.
The Planning Etc. (Scotland) Bill
successfully progressed through the
Scottish Parliament, with none of the major
proposals encountering significant levels
of opposition. The focus is now on passing
the enabling legislation that will make

the proposed changes a working reality.
Key dates in this process are shown

in the table.

Climate change is the catalyst for two
pieces of planning policy and regulation
that reflect widespread concern

for the environment. These could have
a significant impact on how new
buildings are developed:-

SPP6 Renewable Energy

Potentially the most significant proposal
of SPP6 is that all future applications for
developments of over 500 sg.m. should
incorporate on-site zero and low carbon
equipment to contribute at least an extra
15% reduction in CO2 emissions beyond the
2007 building regulations carbon dioxide
emissions standard. Development plans
may seek a reduction greater than 15%
or a lower threshold than 500 sqg.m.
where local circumstances justify this.

Edinburgh’s Standards for Sustainable
Buildings

ESSB will come into force in May 2007 and
contains two mandatory ‘priority standards’
on energy which seek to improve energy
efficiency and introduce a minimum
requirement of 10% on site renewable
energy generation (20% in areas of major
change and strategic development).

Other local authorities are likely to
follow Edinburgh’s lead.

Spring 2007

Summer/Autumn
2007

Spring/Summer
2008

+ Public consultation on the scope and content of the National

Planning Framework (NPF2).

+ ‘Unlocking Planning's Potential’ is published in order to kick-

start a change in planning's culture, attitudes and working habits
to create a more efficient, inclusive and sustainable system.

» Measures will be implemented to create Business Improvement

Districts. BIDs will mean businesses can vote to pay extra rates,
in turn funding improvements to their own areas. Local BIDs will
be enacted where more than 50% of businesses in a defined
area vote in favour.

Consultation begins on the new development plan system and
the arrangements for switching from the current system to
strategic and local development plans.

Consultation is due to start on the new ‘hierarchy’ of
development (minor, local, major and national developments)
and schemes of delegation to establish what type of
application will be decided at what level.

Draft new Inquiry rules will be consulted on and published.

There will be a programme of consultation on the new,
strengthened enforcement regime to counteract breaches of
planning regulations.

» Consultation will begin on planning regulations governing retail

floorspace and mezzanine floors with the aim of closing
loopholes in the current system.

» Implementation of the changes to development plans including

definition of city regions to facilitate the creation
of Strategic Development Plans.

» Implementation of new regulations on Inquiry rules. A likely

change is appellants being barred from introducing new
evidence at an appeal. Reporters must only refer to, and reach
a decision based on, documents already produced at the
application stage.

Therefore buildings will be required to
demonstrate both their ability to reduce
emissions and generate renewable energy.
It has yet to be seen whether the
technology to enable successful
microgeneration is ready to

meet these new requirements.

There will clearly be cost and design
implications for new buildings to meet
national guidance on reduced carbon
emissions. Planning is seen as a vital means
of reducing emissions and managing climate
change, and it is likely that targets of this
kind will become increasingly common.

RYDEN SCOTTISH PROPERTY REVIEW APRIL 2007



Strong letting activity and ongoing erosion
of Grade A and top Grade B city centre
office supply continues to be the main
market feature in Glasgow.

The most striking example is the flurry
of lettings at Aurora, 120 Bothwell Street
(see table on p.5), with the latest rent
set at £296 per sg.m.

New developments at 110 St Vincent Street
(7,740 sg.m.) and 4 Atlantic Quay (6,865
sqg.m.) will complete Q2/Q3 this year, but
neither may address the current shortage,
as HBOS is set to lease the former and
there is strong market rumour of serious
interest in the latter. New supply will be
restricted to a limited amount of
refurbished/second hand space until
further new build developments complete.
The first of these will be FM Developments’
speculative scheme at Finnieston

(5,390 sg.m.) on the immediate periphery
in Q12008 and Cuprum, Argyle Street
(8,825 sg.m.) in Q3 2008.

Further, large new developments are
underway at 1 George Square (11,800 sg.m.)
and 141 Bothwell Street (16,655 sg.m.), with
completion programmed Q4 2008/Q12009.
Such is the strength of demand that

pre-let interest is already reported at

141 Bothwell Street. Pre-let activity is likely
to continue to be a feature of the market
over the next 12-24 months.

Refurbished office space at 38 Cadogan
Street has attracted First Data
International (1,530 sg.m.), while RHL

is taking 1,530 sg.m. at the Boston Building,
Swan Street. Refurbished large floorplate
space at Guild Hall, Queen Street has
attracted News International (2,030 sg.m.)
and strong interest is reported at

225 Bath Street (4,895 sg.m.).

The lack of new build space should
encourage further activity in refurbished
property. 145 St Vincent Street

(3,635 sg.m.) and 220 St Vincent Street
(2,370 sg.m.) are scheduled to complete
Q3 2007 and will provide office space

as a whole, or in floors, and will appeal
to the city's indigenous professional

and service sectors.

Current enquiry levels remain strong and
demand for office space is expected to
continue at a high level 2007-2010 through
a mixture of “churn” (lease breaks and lease
expiries), existing business expansion and
further inward relocations. Scottish
Development International and Scottish
Enterprise Glasgow both report continuing
healthy demand from major financial
service companies considering Glasgow

as a relocation option and also from the
expansion of existing Glasgow operations.

The take-up figure of 35,060 sqg.m. for the
last six months, producing a 12-month total
of 79,690 sg.m. in line with the 10-year
average, does not reflect the strength

of occupier demand. There is a further
27,870 sg.m. of deals close to completion.

Total supply at 167,300 sg.m. remains
relatively unchanged over the last
six-months but this is likely to reduce
over the coming 6-12 months as further
take-up completes, allied to very limited
new development completions.

Ongoing letting activity and shortage of
Grade A supply has impacted on rents.
These have risen from £269-£280 per sg.m.
to £280-£295 per sg.m. over the last
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six months. In the prevailing market
conditions, prime rents are set to rise
further over the next 12-24 months and

are then likely to plateau as the next
development cycle completes and the
market moves back towards equilibrium.
The increase in prime rents will also impact
on rentals for best refurbished space which
are likely to rise from £205-£225 per sg.m.
to £225-£230 per sg.m. While incentive
packages have reduced, landlords are still
prepared to provide attractive tenant
incentives/rent free periods dependent

on covenant strength, length of lease and
the amount of space taken, and there is
increasing potential for pre-let interest

on new build schemes.

The business park and out-of-town market
has shown signs of improving demand over
the last few months, particularly at the
smaller end. Hillington, St James Business
Park, Business Homes at Glasgow Airport
Business Park, Inchinnan Gate, Moorpark
Court, Rowan Business Park and Buchanan
Gate, among others, all report increasing
activity and deals.

Rents for non-cooled business park space
around Glasgow are £150-£165 per sqg.m.
and for comfort cooled space £153-£188 per
sg.m. (inclusive of car parking). Sale prices
for smaller pavilions are generally in the
range £1,990-£2,100 per sg.m.

Total take-up in the Edinburgh office
market for the six months from September
2006 to March 2007 was 30,100 sg.m.
achieving a total for the 12-month period

of 64,105 sg.m., 25% below Edinburgh’s
10-year average annual take-up. The majority
(80%) of these transactions were within the
smaller size band between 186-464 sqg.m.
Edinburgh continues to rely upon its
existing occupier base to generate

office market activity, rather than new
incoming investment.



Larger office lettings in Scotland include:

Address Size

Aurora, Bothwell St, 7,145
Glasgow sg.m.

Aurora, Bothwell St, 566
Glasgow sg.m.

Aurora, Bothwell St, 789

Glasgow sg.m.
38 Cadogan St, 1,530
Glasgow sg.m.

Boston Building,
Swan St, Glasgow sg.m.

No. 1, Quartermile, 4,412
Edinburgh sg.m.

City Point, 743
Haymarket Terrace, sqg.m.

Edinburgh

Excel Centre,

Bridge of Don sg.m.
33 Academy St, 134
Inverness sg.m.

Occupier

Barclays
Wealth

Knight Frank

Aggreko

First Data
International

1,530 RHL

Maclay Murray
& Spens

Transport
Initiatives
Edinburgh

2,694 Accenture

Allied Legal
& Financial

Most occupiers in the market seek quality
space, particularly open-plan, budget/near
Grade A office accommodation. Onesixty,
at Dundee Street, has benefited from
providing this type of accommodation

and has achieved a number of key lettings
to Tenon, Trinity Mirror, Sinclair Knight
Merz Group (542 sg.m.) and Gardiner &
Theobald LLP (327 sq.m.)

Despite the low take-up, a number of
notable transactions have occurred during
the past six months, while in the last
quarter deals on a number of buildings
have moved towards conclusion of
missives. The biggest pre-letting since
2004 (which concerned Tods Murray
and McClure Naismith) was concluded
at No. 1 Quartermile, where law firm
Maclay Murray & Spens acquired

4,412 sq.m. of Grade A offices at a rent
of £290 per sg.m. for a building
completing July 2007.

Another significant law firm has placed
offices under offer at Lochrin Square
(1,672 sq.m.), due for completion October
2007. At Scottish Widows' adjacent
Exchange Place development, Stonemartin,
a serviced office provider, has agreed a
pre-sale on 9,290 sqg.m., with construction
due to commence summer 2007.

The first floor of Edinburgh Quay 2,
which completed in January 2007,

is rumoured to be under offer to

Baker Tilly. A number of other interests
are reported for the remaining floors.

In the core city centre, Redevco's
development at 40 Princes Street should
have completed during April 2007 and

is believed to have 1,652 sq.m. under

offer to Aberdeen Asset Management.
Meanwhile, 80 George Street is now under
offer following a lengthy void period.

Transport Initiatives Edinburgh (TIE)
has concluded terms on the last
remaining floor at Citypoint (743 sg.m.),
Haymarket at a rent of £269 per sg.m.

Ocean Point in Leith, since concluding
terms with the British Heart
Foundation (253 sg.m.), also has
floors 4 and 5 (1,337 sq.m.) under
offer to a Government relocation.

Total Edinburgh office supply at March
2007 was 217,391 sg.m., an increase from
the previously reported figure, however,
the figures are still skewed significantly
by four larger buildings: Waverley Gate
(19,790 sqg.m.); Tanfield (18,950 sg.m.);
42 St Andrew Square (4,250 sg.m.);

and 3-9 St Andrew Square (11,150 sg.m.).

Supply of Grade A offices reduced during
2006. However, during 2007 four schemes
will complete - No. 1 Quartermile; Lochrin
Square; Interpoint at Haymarket and PPG's
Lightning Park at South Gyle. Additionally
several prominent city centre developments
have recently secured planning consent:
Kenmore's West Port House is under
construction and due for completion

Q4 2008; and Fountain North - AMA/
Grosvenor/Royal Bank of Scotland's
mixed-use regeneration offering office
space of 5945 sqg.m. - will be available
Summer 2009. Tiger Developments will

be submitting a revised planning application
for approximately 30,660 sqg.m. of offices
since acquiring a site at Haymarket from
EDI at a price of £41 million.
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Rents for prime offices in central Edinburgh
are presently £290 per sq.m.; £215 per
sg.m. is the prime rent for West Edinburgh.
Building legislation changes from 1 May
2007 will place emphasis on developers’
reduction of CO2 emmisions, selection of
building materials and general energy
performance of buildings, including on-site
renewable energy generation requirement.
In conjunction with significant rises

in building construction costs these
requirements will undoubtedly place
upward pressure upon office rents.

The office market in Aberdeen shows

no signs of slowing. Take-up figures

for the six months to March 2007 show

a whopping 75% increase. A total of

85 transactions produced 38,000 sg.m.,
contributing to a 12-month take-up figure
of 60,220 sg.m. This is 54% higher than
the 10-year average of 39,150 sqg.m.

This office market performance is an
indication of the strength of the Aberdeen
economy. Offshore industry analysts

are predicting steady oil prices for the
foreseeable future, making it likely that
the current large number of unsatisfied
office requirements will come to fruition,
as and when the appropriate office stock
comes to the market.

There is still a lack of Grade A stock
available to occupy in the short term,
however, this is soon to change with
approximately 38,500 sqg.m. of
accommodation about to go on site or
already under construction. Total supply
including this new stock will increase by
9.5% to 84,700 sqg.m., but again much
of the stock is under offer and will filter
through to future take-up figures.

New headquarters for BP (22,000 sg.m.)
and Acergy (19,500 sg.m.) will also
boost take-up when these buildings are
completed, with Subsea 7 and Shell
(13,600 sg.m.) following closely behind.

The majority of land at Phase 2 of Arnhall
at Westhill has now been snapped up by
developers and approximately 16,000 sqg.m.
of office floorspace is due to be built
speculatively later this year.

South of the city, work is underway on
Knight Real Estate's Wellington House
(1900 sg.m.) and Morley is due to start on
site within the next few weeks at Craigshaw
House (2,900 sg.m.).

Within Aberdeen city centre, construction
is well under way at Union Plaza, which
will provide 11,600 sg.m. of much-required
office accommodation. Kenmore is due to
commence on site later this quarter with
City Wharf, which will provide 2,500 sg.m.
At Justice Mill Lane the Hazledene Group
is seeking planning consent to develop a

4-star hotel and approximately 10,000 sg.m.

of new offices.

The severe lack of available West End
offices available has once again caused
an increase in headline rents. These have

risen from £237 per sq.m. to £253 per sq.m.

at Esson's Fountainhall Road. Quoting
rents for new build properties in the

area are now £270 per sg.m. Several
proposed buildings totalling approximately
4,200 sg.m. are currently the subjects

of planning applications.

Activity continues in the Dundee office
market. A total of 5,574 sq.m. of new
office space has been occupied by
Government agencies at Greenmarket
and at Riverside Drive.
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The central waterfront area continues its
regeneration and is proving to be very
attractive. Scottish Capital Group's City
Quay development has secured six office
lettings and several other suites are under
offer to occupiers including Ryden and
Flats 4 U. Unicorn Property Group is
developing office accommodation at

City Quay, creating 12 offices of around
186 sqg.m.; six have already been sold

to owner occupiers, with the remaining
six available for lease. Immediately to the
west construction work is now nearing
completion on 2,600 sg.m. of office
accommodation at Seabraes, within
Dundee Digital Media Park.

Dundee's waterfront area will see a further
dramatic change in the next 24 months,
with the demolition of Tayside House and
the relocation of Dundee City Council

to new premises on North Lindsay Street.

At Marketgait in the city centre, a new
purpose built six storey office headquarters
for international investment group Alliance
Trust has been announced.

Office rents in Dundee range from
£108 per sg.m. for traditional offices
in the city centre to £145 per sqg.m.
for prime accommodation.

Demand for office space in Inverness
has improved in recent months.
Construction at Fairways Business Park
is complete, albeit Orion Engineering

is extending their original pavilion,

and new build options are available

at Cradlehall, East Seafield, Stadium
Road and potentially Rose Street.
Rents for modern offices are typically
in the range of £145-£161 per sg.m.



!n Inverness city centrLT, the oflee stock Office Supply and Take-up - Glasgow
is older and of more mixed quality.

A second floor office at 33 Academy Street 250 - W W Suppysqm(000's)  — Take-upsq.m (000's)
(134 sg.m.) has been let to Allied Legal &

Financial at £86 per sg.m.; a ground floor 200

suite at 70 Tomnahurich Street (44 sg.m.)

has been let to Inverness Council for 150

Alcoholism at £126 per sg.m.; and 77 sg.m.

within Ballantyne House, 84 Academy 100

Street has let at £170 per sg.m.
50
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Office Supply and Take-up - Edinburgh
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Office Supply and Take-up - Aberdeen
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Source: Ryden
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Industrial

The industrial market is on a high,
demonstrated by strong demand

and take-up across most locations
and sizes. Indeed, the past six months
have arguably been the most active in
at least 10 years, the culmination

of gradual improvement and changes
in the structure of the market.

Around Glasgow, older obsolete stock
has been steadily stripped out by
redevelopment. There is little ‘bargain’
industrial space remaining, and this has
had a positive impact on the structure of
deals and rents. Meanwhile, much of the
redevelopment has been for higher value
uses such as retail, residential and offices.
This has reduced oversupply of older
industrial buildings and highlighted an
undersupply of quality modern and well
configured space. The resulting market
balance is very positive for landowners,
landlords and developers. Additionally,
there appears to be a growing demand
from a broad range of occupiers for better
quality space and an increased ability

to meet the necessary higher costs.

Such changes should encourage a
development response, but rapidly rising
land values and the continual climb of
construction costs are creating caution.
However, upward rental readjustment
over the next 12 months should encourage
greater development activity in advance
of occupier requirements.

TN TN N T \
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There are a number of new entrants

to the development market. Prologis
has purchased the 29 hectare Linkpark
(renamed Prologis Park), Newhouse
and Gladman is actively acquiring sites
(see Livingston commentary, p.10);
both state an intention to bring forward
speculative industrial development.

In the meantime, the lack of such
speculative development has led

to an increase in pre-let activity.

This is positive, but the market also
requires a supply of units available

for immediate entry.

Despite supply shortages, the letting
market has had a very positive six months.
Eurocentral is enjoying a purple patch
with a string of deals over the past

18 months. The latest is the agreement
of a 14,586 sg.m. pre-let to the Ossian
Group on plot B. The pre-let is the largest
to date at Eurocentral and has been
agreed on a new 17-year lease at

£56 per sg.m. Construction is well
underway and completion is scheduled
for later in the year. The deal follows

a 6,689 sq.m. pre-let to SIG Plc.

The latest phase of the Advance Build
Programme at Eurocentral is also nearing
completion; the Titan building extends

to 11,380 sg.m. with a quoting rent of

£56 per sg.m., while Atlas (5,221 sq.m.)
and Pharos (3,735 sq.m.) are both

offered at £59 per sq.m.

A significant pre-let has also been secured
at Wilson Bowden's Gateway Glasgow,
Cambuslang. Royal Mail has agreed to lease
a new 4,645 sq.m. unit for a Parcelforce
depot. The bespoke building will be on

plot D and a 15-year lease has been agreed
at £59 per sg.m. Discussions are also
progressing on a pre-sale and a possible
speculative phase of development.
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The market west of Glasgow is invigorated
by a number of sizeable lettings. Hillington
in particular continues to be a hive of
activity. Moorefield at Westway, Renfrew
has secured a 10,498 sq.m. deal for the
refurbished Block K to WH Malcolm

on a flexible lease basis at an all-inclusive
rent of £37 per sg.m. Also at Westway,
2,787 sg.m. has been let to Amey

Highways on a 10-year deal at £38 per sg.m.
Nearby, MEPC has concluded the largest
West of Scotland letting of the year by
agreeing a 10-year lease of the 16,722 sg.m.
former Inventec building to Benchmark
Promotional Support Services Ltd. Finally,
Mackays has bought the former Hewlett
Packard building at Inchinnan Business
Park (16,119 sq.m.) to service its retail
expansion. This transaction involved
renunciation of the Hewlett Packard lease
and heritable acquisition by Mackays.

Within the Greater Glasgow area there

are severe shortages of industrial
accommodation below 929 sg.m.,

and a rising number of unsatisfied
requirements. The current stream of

deals will leave few options for occupiers -
especially trade operators seeking well
configured space, particularly within

the city boundary.

Baltic Business Park in Paisley has

a single unit remaining in a 3,530 sg.m.
third phase, with the bulk of lettings agreed
shortly following completion. The rental
tone is now £65 per sg.m. for shell units
of 279 sq.m. Similar rents are being
achieved at Silverbank's Woodville Court
in Govan for units starting from 139 sg.m.
Rents of £75 per sg.m. and more have
been achieved at Kingston Trading Estate
and a development by Karis Property
Company on London Road has topped
£75 per sg.m. for a 279 sqg.m. letting

to ICI Dulux.



Strong demand for heritable interests

of all sizes and locations continues to
feature in the market. A recent example

is the sale of a 3,043 sg.m. unit at

3 Redwood Place, Peel Park, East Kilbride
by Fuji Electric (Scotland) Limited to
Baronial Properties Limited. The unit will
be occupied by the Johnstones Food Group
for manufacturing purposes and the price
was £1.3 million (£427 per sg.m. capital).
The close proximity of the new Glasgow
South Orbital route has revitalised this side
of East Kilbride. There has been a marked
rise in demand and strong bids have been
received for vacant sites.

A pre-sale has been agreed at Rutherglen
Park where the scheme will bring forward
business space in addition to a new Tesco
Superstore and residential development.
Construction has commenced on an

7,433 sq.m. facility for Safestore.
Additional speculative industrial space

is expected to follow.

At Hamilton International, AWG's Vantage
Point has been sold to Kenmore and
discussions are understood to be
progressing with an occupier. Vantage
Point extends to 5,607 sq.m. and the
price reflects £455 per sg.m. capital.

8 Melford Road, Bellshill has been sold
by SIG plc to KG Estates. The 3,074 sg.m.
unit secured a price of £1.1 million

(£358 per sg.m. capital) and is now being
refurbished with a view to onward letting
of subdivided units. In Clydebank,
Powerhouse has bought the former
Milngavie Controls building for £750,000,
equating to £144 per sg.m. capital.

The occupier market in Edinburgh is also
in a very positive position. For good quality
industrial accommodation of between
464-1,394 sqg.m. landlords can now

expect to achieve rents in the region

of £70 per sg.m. In prominent locations
such as Seafield Road East (East Edinburgh)
and South Gyle/Sighthill (West Edinburgh),
the influence of trade users is pushing
rents up to £75-£97 per sg.m. for
industrial accommodation.

Recent deals in Edinburgh include the
letting of Unit B, 23 Seafield Road East

by Joint Properties to Screwfix (901 sq.m.)
at £75 per sg.m. On the other side of the
city on Bankhead Industrial Estate,
Sighthill, Standard Life has achieved

rents of £70 per sg.m. for units of

520 sg.m. and 1,022 sg.m., in lettings

to new tenants Edinburgh Print & Design
and House of Fraser.

On the south side of the city, smaller
industrial estates such as EDI's

Peffermill are achieving between £54

and £75 per sg.m. for units of between

139 and 650 sg.m. Recent transactions
here include Zest Food Company (141 sq.m.),
JC Traditional Woodwork (141 sg.m.)

and Laurence McIntosh (218 sg.m.).

The majority of new build industrial
accommodation south of Edinburgh

is at Bilston Glen, Loanhead, Midlothian.
Land prices in this location have risen
from c.£370,000 per hectare to over

£1 million per hectare in the last

24 months, reflecting as in the West

of Scotland not only demand but also
land scarcity. Recent deals here include:
Dunedin Canmore Housing Association
(1,259 sg.m.); Devine Electrics (93 sq.m.);
Autostar Car Rental (93 sg.m.); and
Keyline Catering (95 sq.m.).

Industrial Supply and Take-up - Scotland

B = Suppysg.m (000's)
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The largest industrial development
currently proposed in the Edinburgh
area is by Upland Developments Ltd,
on a recently acquired 7-hectare site
at Cliftonhall Road, Newbridge.

The developer plans constructing the
first phase of ‘Newbridge One’ from
April 2007. The first phase will consist
of approximately 4,650 sg.m. of
accommodation, divisible into units
from 464 sq.m. upwards. Upland will
also be promoting design and build
opportunities for larger requirements.

West Lothian, and in particular
Livingston, attracts both distribution

and manufacturing companies.

The largest development currently under
way is the construction of a ¢.92,900 sg.m.
distribution depot for Tesco at Deans
Industrial Estate in Livingston. On a
speculative basis Gladman is mid-way
through construction of Max One at J4M8
(3 miles west of Livingston) which totals
34,254 sq.m.; the planned construction

of Max Two will take the total development
up to 60,850 sg.m.

Following the success of Phase 1 of SCOT
Sheridan’s speculative development at
New Houstoun Business Park, Livingston,
development of Phase 2 has begun,

to comprise 3,252 sg.m. in units from
464 sq.m. at rents of £81 per sq.m with
completion due September 2007.

The largest transaction in Fife over the last
six months has been the acquisition of the

former Lexmark building on Admiralty Park
in Rosyth. This sub-divisible building totals
14,451 sg.m. and will now be marketed

on a For Sale or To Let basis.

2007 should also see the start of

new speculative accommodation at
Rosyth Europarc by Scarborough

Muir Group Limited. The first phase

of this development will be in the region
of 2,322 sg.m. in units from 464 sq.m.

Demand for industrial space in Aberdeen
once again remains strong, due to the
booming North Sea oil and gas industry.
36,230 sg.m. has been let in a total of
64 transactions, representing a 30%
uplift in take-up in the last six months.
Supply is down by 27% to 46,451 sq.m.

Land values for employment sites

in Aberdeen are presently in excess

of £1.25 million per hectare. A total

of 44 hectares of land is currently

on the market and a further 63 hectares
is in the pipeline at locations including
Altens, Dyce, Badentoy and Cairnrobin.
However, despite this apparent supply
developers prefer to build office pavilions
to achieve returns, and land often
requires infrastructure, resulting in

a dearth of new industrial units and
many unsatisfied requirements.

Industrial occupiers are seeking detached
modern units with secure concrete yards,
but presently the stock on the market tends
not to have the desired build quality or

is in older terraced units in less desirable
locations of the city. There is strong
demand for units of 929-2,323 sq.m.

New build rents are presently £75 per sq.m.
for warehouse accommodation, £151 per
sg.m. for offices and £7 per sq.yd. for
concrete yards. These are expected to rise
in the next six months. Rents for secondary
industrial units are also rising, but are
more age and location sensitive.
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With occupier demand so strong, landlords
are in the enviable position of being able to
dictate terms, hence the substantial
increases in rents in the last few months.
The few units coming to the market that do
satisfy modern occupier requirements are
taken immediately. There are virtually no
voids and several transactions have been
concluded prior to marketing.

Given this lack of new build industrial
units, occupiers may well have to consider
locations outside the city, such as Ellon,
Inverurie, Kintore and Oldmeldrum,

where land values are at £494,000

to £617,500 per hectare.

New build rents in these outlying locations
now mirror those of Aberdeen 12 months
ago, at £65 per sq.m. for warehouse
accommodation, £129 per sg.m. for offices
and £6 per sqg.yd. for concrete yards.

Limited modern industrial development
has contributed historically to a
comparative lack of transactions in
Dundee. This has now been partly
addressed with the completion of an
extensive refurbishment programme

at Kingsway Park (the former Holokrome
Factory at Kingsway West) which provides
9,290 sg.m. of modern industrial/
business units.

Approximately 3,200 sg.m. has been
let here in the first quarter of 2007
to Thorntons Solicitors (929 sq.m.),
Scot Group Ltd (583 sg.m.) and
Danaher Tool Group (1,672 sg.m.)



SCOT Sheridan recently commenced work
on a 3,950 sg.m. trade counter/light
industrial development at Dunsinane Park.
Completion is expected in August 2007;
rents of £70 per sg.m. are quoted for units
from 464 sq.m. upward.

With greater activity in the market and
a considerable number of requirements,
particularly trade counter operators,
take-up in Dundee is expected to
increase throughout 2007.

There is continued healthy demand in
Inverness, again from trade counter users,
who seek units on Longman Industrial
Estate. Supply is becoming restricted,
particularly the availability of units with
some yardage, and premiums are being
paid in many instances.

At 2 Seafield Road, PDM Limited have
secured a refurbished warehouse with
yard at £74 per sg.m., and S & U Laundry
has taken industrial space within Highland
House, 20 Longman Road (68 sg.m.)

at £88 per sg.m.

Recent transactions in Scotland include:

Address

Eurocentral

Westway, Renfrew
Westway, Renfrew
Inchinnan Business Park

Redwood Place, Peel Park,
East Kilbride

Bilston Glen, Loanhead
Brucefield Industry Park,
Livingston

Gateside Commerce Park,
Haddington

Pitmedden Road, Dyce

Woodside Road, Bridge of Don

Quattro Building, Wellington Circle,

Altens
Denmore Road, Bridge of Don

Units 1-6, Howe Moss Drive, Dyce

Kingsway Park, Dundee

20 Longman Road, Inverness

Size

14,586 sqg.m.
10,498 sqg.m.
2,787 sg.m.
16,119 sg.m.

3,043 sg.m.

1,259 sg.m.

2,742 sq.m.

7,205 sg.m.

2,415 sg.m.
1,894 sq.m.

1,942 sq.m.

2,025 sg.m.
1,338 sg.m.
1,672 sq.m.

68 sg.m.
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Occupier

Ossian Group

WH Malcolm

Amey Highways
VEEWS

Johnstones Food Group
Dunedin Canmore
Housing Association

IBM

The Corsie Group Plc

Baker Hughes

Grampian International Freight

FMC Technologies Ltd

Sparrow Offshore
NCA UK Ltd

Danaher Tool Group

S & U Laundry

"
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Despite these consumer trends, it has
been a mixed story for retailers.

The most significant exit from the
market has been Bargain Books,

which traded from 70 stores nationwide.
The Works has reportedly taken over

26 of these stores, nine of which are

in Scotland. Other national retailers
entering administration this year

are Adams and Stationery Box.

Retailers on the acquisition trail include
mobile phone operator Hutchison 3G,
Woolworth's new ‘everyday small store’
concept and out of town retailer Dreams.
Banks are also keen to secure new, high
profile High Street locations - HBOS has
opened a new flagship Glasgow branch
in the former Gap store on Argyle Street
and HSBC has opened in the former
Burger King unit on Princes Street,
Edinburgh. Lloyds TSB also appears keen
to join competitors on the High Street
acquisition trail.

On Glasgow's Buchanan Street, two
transactions have further enhanced

that street's reputation. Most notably,
Apple has taken a lease on the former
Pier unit at a rent of £515,000 per annum.
At 42 Buchanan Street, Hutchison 3G has
leased the former Crombie unit at a record
high headline Zone A of £268 per sq.ft.;

taking incentives into account, the net rate
is believed to equate to c. £255 per sq.ft.
Zone A. Similar rents are unlikely to be
achieved in the near future.

The St Enoch Centre has recently received
planning approval for a £100 million
development, which will take the Centre's
retail and leisure space from 70,000 sqg.m.
to in excess of 92,900 sg.m. Work is
expected to commence this spring and
complete at the end of 2009.

Buchanan Galleries has announced two
new lettings; River Island has leased

the former Comet unit (929 sq.m.)

for 15 years and H&M has taken the former
Waterstone's unit (650 sg.m.) The owners,
The Buchanan Partnership, are submitting
an outline planning application to more
than double the scheme from 55,740 sg.m.
t0 120,700 sg.m. They hope to be on

site in Autumn 2008 with completion

in Spring 2011.

Retail Property Holdings' 93,000 sg.m.
Silverburn Centre in Pollok is scheduled to
open in October 2007. The scheme's anchor
tenants are Debenhams, Marks & Spencer
and Next, with New Look, H&M, River Island
and Boots signed up also. A number

of units are in solicitor's hands, and the
developers are hopeful the scheme will

be close to fully let by opening.

On the outskirts of Glasgow city centre,

at junction 2 of the M80 Dawn
Developments is developing 7,990 sg.m.
of bulky goods retail warehousing at
Glasgow North Retail Park. Tenants signed
up are Homebase and Acorn Pets and
negotiations are progressing with other
well-known occupiers. The Park is
scheduled to open in August 2007.

RYDEN SCOTTISH PROPERTY REVIEW APRIL 2007

London and Regional’s Antonine Centre in
Cumbernauld is set to open in May 2007;
this scheme extends to 32,515 sg.m.

and has secured Tesco, Dunnes, Next,

TK Maxx, Woolworths, Fopp, Costa Coffee
and River Island.

CALA Properties has purchased the
Brandon Shopping Centre in Motherwell

in a joint venture with the Corporate
Division of the Bank of Scotland. The centre
comprises 32,515 sqg.m. of retail space

with a 590 space car park. The new owners
plan to divide the former 5,110 sq.m. Asda
store into five units and are progressing
negotiations with a number of retailers.

In Kilmarnock, JJ Gallagher has
purchased the former Safeway store and
land on West Shaw Street. The company
already owns the adjacent Glencairn Retail
Park and proposes an extension to it.

A £50 million shopping and office
development by ING has been given

the go-ahead for St Andrew Square

in Edinburgh. Two parades of shops,
extending to 5,574 sg.m., plus flats and
offices will be created on the site of the
former Scottish Provident buildings.
Demolition and renovation are expected
to start within months, with completion
scheduled for 2009.

Edinburgh’s George Street continues to
attract retail interest. The former Bonhams
and Crombie units will be redeveloped to
provide two retail units over ground floor
and basement with offices on the upper
floors, expected to be completed April 2008.

Brooks Brothers plans to open in the former
Ottakars store. Paperchase has opened

a 484 sq.m. shop in the former Aitken

and Niven department store.

In Dunfermline, work has commenced
on the new £50 million Phase 2
of the Kingsgate Shopping Centre.



The 16,260 sqg.m. extension, which includes
a new 711 space multi storey car park, is due
for completion in August 2008 and will be
anchored by an 7,430 sg.m. Debenhams
store. Terms have also been agreed with
New Look and JJB Sports.

Land Securities new £90million extension
to Livingston's Almondvale Shopping
Centre - named The Elements - will provide
an additional 32,515 sq.m. of retail space,
2,322 sg.m. of leisure space and new public
space and winter garden. Debenhams is
anchoring the scheme and Marks & Spencer
has also signed up. Agents are progressing
with the remainder of the space including
the leisure section of the scheme. In the
existing Almondvale Shopping Centre, the
most recent letting to T-Mobile at a Zone A
rent of £107 per sq.ft. has set a new tone
for the centre.

In Aberdeen, Hammerson has commenced
work on the Union Square development.
The developer is creating 50,000 sg.m.

of retail and leisure space adjacent to the
City's railway station. The scheme will
include 21,000 sg.m. of shopping centre
units and 16,300 sg.m. of retail park space.
Several retailers have been signed up
including Next, New Look, Clarks and H&M.
There will also be a Cineworld UK multiplex
cinema, a 1,700 space car park and a civic
square. The scheme is scheduled for
completion Winter 2009.

A £50 million extension is planned for
the Overgate Centre, Dundee, this will
add a further 19,980 sg.m. to the existing
39,000 sg.m. The proposed extension
will provide a major anchor store and

40 more retail units over two levels.

Out of town activity has featured
strongly in Inverness. On Longman Road
a 960 sqg.m. Tiso Outdoor Experience
store opened in February 2007 and

B & Q's 5,574 sq.m. store is due to

open Summer 2007. At Inverness

Retail & Business Park Clarks Shoes

has taken a 464 sq.m. unit and the new
JJB concept store is nearing completion.

£255 per sq.ft. Zone A, Paisley's return

to £72 from £65 and Livingston's increase
to £107 from £75. As a consequence, the
overall index has risen by 2.0% since
October 2006.

The only changes to the Ryden Retail Rent
Index are Glasgow's rise from £235 to

Retail Rent Index

Location Zone A rate per sq.ft.

Location Zone A rate per sq.ft.
Glasgow 255
2

Airdrie

N
N

192*

Greenock 77.50

Braehead

N

Inverness

Coatbridge

Dumfries

~

Dunfermline

()]

n
(@]

Edinburgh 2
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1. The Zone A rates reflect rents which have been achieved in the market and do not anticipate levels
where there has been a lack of market evidence.

N
(@]

Elgin

2. The Zone A rate relates to prime pitch.
3. 30ft. Zone A.
4. Top thirty centres only.

*Represents 80% of OMV with turnover provisions

Retail Index & CPI

50 " M W Retail Index — CPI
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1. Both Indices are re-based to 2005
Source: ONS/Ryden
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