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UK Economy

According to revised estimates of GDP published by the Office

for National Statistics (ONS), growth in output improved during

the fourth quarter of 2003, to 0.9%. Output from the

production industries fell by 0.1%, while service industry output

increased by 1.0%. Over the whole of 2003, GDP rose by 2.8%.

In February 2004, the Government’s target measure of inflation

(CPI) stood at 1.3%, down from 1.4% in January. The UK’s

inflation rate has been one of the lowest in the EU since the

beginning of 2000.

During the three months to January 2004 employment rose 

to 74.8% of the working-age population. ILO unemployment fell

compared with the same period in 2003, while the

unemployment claimant count rate of 2.9% was also down by

0.2% on the same time last year.

The UK’s balance in goods and services in January 2004 reached

a record deficit of £4.6 billion, up from £3.1 billion 

in December 2003. The deficit on trade in goods stood at 

£5.6 billion in January, compared to a surplus on trade in

services of £1.0 billion.

Scottish Economy

Provisional estimates published by the Scottish Executive on 

a revised basis indicate GDP increased by 0.3% in the third

quarter of 2003 and by 2.1% over 12 months. Within this broad

growth, service sector output increased by 3.5%, manufacturing

output decreased by 3.9% and the construction sector grew 

by 4.4%.

According to the Oil and Gas Index published by the 

Royal Bank of Scotland, average daily oil production in the 

12 months to December 2003 was 1.0% up on the previous

month, but 12.6% down on December 2002. OPEC met in

February and decided to cut oil production quotas to curb

possible over-production during the summer season. The 

rate of growth of gas production fell marginally on the previous

month, but increased (+4.2%) on the same period 

a year earlier.

Tourist numbers and visitor expenditure both improved during

2003 and benefits are set to trickle down into improvements for

the retail, hotel and catering sectors.

The Fraser of Allander Institute predicts Scottish GDP will grow

by 2.1% in 2004 and 2.3% in 2005. Manufacturing growth 

has been revised down to a 1.4% increase in 2004 

and 1.9% increase in 2005. Service sector growth in 2004 is

expected to be 2.5%, followed by 2.4% in 2005 as commerce,

banking and other business services drive expansion.

Employment and Unemployment

ONS data for the twelve months to January 2004 indicates that

the Scottish employment rate decreased slightly, by -0.4% over

12 months.The unemployment rate levelled off to 3.6%.

Aberdeenshire and East Dunbartonshire have unemployment

rates well below the Scottish average, at 1.5% and 1.8%

respectively. Inverclyde (5.6%), North Ayrshire (5.3%) and

Glasgow City as well as West Dunbartonshire (both 4.9%)

remain comparatively high, although not in historic terms.

Forecasts from the Fraser of Allander Institute suggest that

employment in Scotland will increase by 47,900 over the coming

year and subsequently by 42,800 in 2005.The majority of these

jobs are expected to be in the service sector, with only around

10% in the manufacturing sector.

Business Start-ups and Failures

Figures published by the Committee of Scottish Clearing Banks

(CSCB) - based on business accounts opened - show that the

number of new businesses established in Scotland during the

year ending December 2003 totalled 21,468, 16% higher than

the 2002 figure. The majority of new businesses in 2003 (49%)

were in the real estate, renting and other business sector. The

majority of start-ups in 2003 were in the large urban centres of

Edinburgh City (2,456) and Glasgow City (2,390).

Grant Thornton’s recent analysis revealed Scottish business

failures fell by 20% in 2003, however the rate is still at its second

highest level in ten years. Despite recording a 13% fall in the

business failure rate, Glasgow still experienced far more business

failures relative to the rest of the country. The Scottish hotel

industry gained, whilst the construction sector failed to show

any improvement from the previous year.

Offices

In contrast to the consumer-led retail sector, the office market

has been adversely affected by the stock market downturn and

subsequent low levels of business investment and corporate

profits. London and the South East have been most badly

affected and overall UK office figures reflect heavy weighting in

this sector.The UK annual IPD total return for 2003 for offices

is 3.2%, and for Scotland 7.5%.

Unlike other sectors, there has been no yield shift and the total

return reflects income return, less marginally negative rental

growth.Anecdotal evidence from the market suggests that yields

may have fallen recently, albeit to a lesser extent than in other

sectors, although a number of deals reflect enhancement from

underlying land values related to the residential sector.

Recent office property investment deals include:

Address Property Transaction  

1/5 Albyn Place, A 3,066 sq.m. Acquired by
Aberdeen (33,000 sq.ft.) modern private property

office let to Royal company for
Bank of Scotland c. £8.5m (6.9%)
and Aberdeen Asset 
Management  

Clarendon House, A 3,252 sq.m. Acquired by
114/116 George (35,000 sq.ft.) an Irish investor
Street, Edinburgh modern office for £13.65m (6.23%)

let to the Secretary
of State for the
Environment 

125 St Vincent 2,973 sq.m. Acquired by
Street, Glasgow (32,000 sq.ft.) City Site Estates

let to AON for c. £5m (8%)
Insurance. Potential
refurbishment/
redevelopment

Office yields should now be judged as high relative to other

sectors and may offer some interesting buying opportunities.

The expectation of sustained recovery in the business economy

would have a positive effect and high levels of government

spending are providing the offices sector with significant

occupier demand.

Industrial

Industrial property, weighted towards consumer-led distribution

rather than manufacturing, produced a total return on the annual

IPD figures of 11.3% for the UK and 11.9% for Scotland. Income

yields remain relatively high at 7.9% and capital growth continues

as yields maintain their downward trend.

The relatively high initial income available on industrial property

investments continues to attract new money, including a

significant number of institutional investors who are seeking to

increase the running yields within their portfolios. In the principal

centres the potential for change of use to higher value land uses

adds interest to this sector.

Recent industrial property investment deals include:

Address Property Transaction  

Souterhead Industrial Multi-let estate of 24 Acquired by 
Estate, Altens units let to local/ Royal Land Asset

national companies, Management
as part of a
portfolio for
c. £3m (8%)

Securicor Omega Distribution warehouse Acquired by
Express, Eurocentral let for a further Prudential for

17 years  £5.25m (7.75%)

Ebury Portfolio Six estates Acquired by
throughout the Highcross for
Central belt £8.8m (9.35%)

The weight of money fuelling capital values suggests industrial

property performance will be maintained, despite a relatively

weak occupier market.

Market Prospects

Supply of property investment stock is limited and demand is

significant. Competition among debt buyers and cash rich private

investors is heightened by the return of the institutions to the

market place. Consequently, despite two quarter-point increases

in the base rate and a rise in the cost of 5 and 10 year money,

yields have not risen.

The growth of retail funds should maintain the weight of money

seeking to enter the market. Re-alignment of target returns

allied to projections of rental growth should maintain

institutional demand and keep downward pressure on prime

yields. The prospect of REITS and property derivatives suggest

that property will continue to be popular in the longer term. A

downward shift in yields may also occur for shorter term let

stock, as investors seek income return.
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Overview

The recently–announced IPD annual results for 2003 confirm

the total return for All UK Property as 10.9%. This compares

with 9.7% returns for 2002, 6.7% for 2001 and 10.5% for 2000.

The returns by property sector and relative to the other main

asset classes are as follows:-

The relatively stable performance of property year-on-year,

and out-performance over 3, 5 and 10 year periods,

continue to make commercial property investment an 

attractive proposition.

Investment performance in the last year has come from an initial

income return of 7% and capital growth of 3.9%. Flat 

or falling rental values have been offset by a downward yield

shift as equivalent yields across all properties fell from 7.6% 

to 7.3%.

The big story in the market at present is the weight of money

seeking investments. All sectors of investor - notably including

the institutional sector for the first time in recent years - have

unsatisfied demands for new purchases. 2003 was a year of net

dis-investment for the institutional sector, as geared investors

dominated the market.

The recent upward trend in finance costs has not been reflected

in rising yields; in fact, weight of money continues to push prices

up and yields down. That said, economic growth prospects

provide cause for a more positive outlook for rental income

growth, and property returns remain attractive when compared

to equities, cash and gilts.

Investment and Job Creation

The food and drink sector has been hit by several major

announcements in the last six months. Scottish and Newcastle 

is to close its plant in Edinburgh with the loss of 170 jobs.

In the Western Isles, 40 fish processing jobs are set to be lost

through redundancies at Wisco’s Stornoway factory. In Barrhead,

Nestlé Purina has announced the closure of its pet food factory

with the loss of 200 jobs as a consequence of changes in

consumer preferences and technological development.

In the electronics sector, Greenock-based Sanmina-SCI

announced 250 job losses, citing the global decline in the market

for computer products. Scotland’s manufacturing industry has

also been hit by a decision by safety syringe producer NMT

Group to cut 145 jobs at its Livingston factory following a slump

in advance orders.

On a brighter note, BAE Systems Avionics recently secured 

a major contract to supply the laser guidance system for the

new F35 joint strike fighter, safeguarding the jobs of over 

100 skilled workers in Edinburgh for the foreseeable future.

The call centre market has endured an eventful, but largely

positive, few months. Inland Revenue is to base its Tax Credit

division at West Lothian in the former Motorola factory, creating

500 jobs. In the Western Isles, 40 jobs are to be created in

Shawbost following a decision by the Department of Trade and

Industry to site Consumer Direct on Lewis. Expansions of

existing call centres have created 200 jobs at Thomas Cook’s

Larbert-based centre and 400 jobs at RHL’s Ibrox call centre.

Telecoms company Thus announced the creation of 250 jobs in

its Glasgow call centre after securing several new contracts.

However, British Airways recently announced the closure of its

Glasgow call centre with the loss of 350 jobs, while 118866 Ltd,

the directory enquiries service, announced the loss of 100 jobs

from its Dumfries call centre.

In the transport sector, Ryanair is to create 200 new jobs at

Prestwick airport setting up a maintenance facility for the

airline’s new fleet. In Erskine, AA announced the closure of 

its office following a property review.

The financial services sector has endured a mixed few months.

Insurance firm Standard Life announced plans to cut 1,000 jobs

across the UK by the end of 2004, with around 880 jobs

expected to be lost in Edinburgh, following 90 jobs cut from its

Edinburgh sales team. Abbey recently decided to close its two

offices in Edinburgh and move 900 jobs to Glasgow, but also

made 100 redundancies in Glasgow following an outsourcing

deal. Meanwhile, American Life, a US insurance giant and

subsidiary of AIG, is intending to create 200 jobs in Scotland

with the formation of a new direct sales force.

Summary

Although the UK is performing favourably in comparison 

to other industrialised nations, slow global growth has taken 

its toll on manufacturing in general and the electronics sector 

in particular.

Revised growth figures for Scotland indicate economic

expansion. However, the number of people in work has

decreased, in contrast to the UK as a whole, and the Scottish

claimant count rate remains higher. New business starts are

broadly constant, although close to the rate of business failures.

The basis for continued economic recovery in 2004 is in place.

Net exports and investment should take the impetus off

consumption and Government spending, which have been the

key drivers of the economy in 2003.As a result, UK and Scottish

growth rates are expected to converge.
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Retail 

The continued strength of the consumer economy has pushed

retail property to the top of the IPD index for 2003, with a total

return of 15.5%. The figure for Scotland is 15.4%. Most 

of the retail performance has come from yield shift leading to

capital growth, although in contrast to the office and industrial

sectors rental growth remains positive. There has been strong

demand for retail investments across all sectors from High

Street to retail warehouse parks and shopping centres.

Recent retail property investment deals include:

Address Property Transaction  

Airdrie Retail Park 10 unit park with Acquired by
open A1 consent, Morley for
anchored by Wickes, £16.575m (6.36%)
producing £1.114m pa 

Forge Shopping Centre Tenants include Acquired by
Asda/Walmart Portfolio Holdings

for £95m (c. 6%)  

11-15 Gordon Retail unit let to Acquired by
Street, Glasgow Thomas Cook at an Irish investor

£130 Zone A for £4.3m (5.6%)

118 Princes Street Retail units let to Acquired by
and 2/6 Castle Street, Burger King at Family Trust 
Edinburgh £205 Zone A with for c. £10.5m (6%)

5 years unexpired,
and High and Mighty

Omni, Greenside Place, Leisure development Acquired by
Edinburgh comprising multi-screen Tonstate Group

cinema, health club and for c. £74.25m 
restaurant/bars (6.5%)

Upward movements in interest rates are however expected to

dampen consumer demand and thus retail performance over

the short term.



4 13

industrial propertyRETAIL PROPERTY www.ryden.co.uk

The Scottish Property Review April 200454th edition
The Scottish Property Review April 200454th edition

lettings at Multrees Walk, including Sole Trader (223 sq.m./2,400

sq.ft.), Emporio Armani (420 sq.m./4,521 sq.ft.) and Reiss (420

sq.m./4,521 sq.ft.).

In Aberdeen, British Land and Land Securities have pooled the

Bon Accord Centre and St Nicholas Centre within the new

Scottish Retail Property Limited Partnership. Meanwhile, key

lettings within Hammerson / Stannifer’s Union Square

development include Next (3,716 sq.m./40,000 sq.ft.), Odeon

Cinema (proposed 8-screens) and TK Maxx. A further ten

lettings are reported to be in solicitors’ hands. Development of

the scheme requires relocation of a rail freight terminal.

Work is due to start on London & Regional Properties 32,515

sq.m. (350,000 sq.ft.) Antonine Shopping Centre, Cumbernauld
in May 2004 with a target opening date of Autumn 2005. The

scheme is sited to the south of the Cumbernauld Shopping

Centre and will be anchored by Tesco Extra (9,755 sq.m./

105,000 sq.ft.), Dunnes Stores (3,902 sq.m./42,000 sq.ft.) and 

H & M (1,394 sq.m./15,000 sq.ft.). Lettings are also reportedly

underway to Clinton Cards, JD Sports, Stylo Barratt, Birthdays

and Phones 4U.

In East Kilbride, the Scottish Retail Property Limited Partnership

combines Princes Mall, Olympia Arcade and Olympia Mall with

Plaza Mall and the recently-developed Centre West. Recent

transactions within Olympia Mall include Allsports’ relocation

from Princes Mall and Bodycare taking 325 sq.m. (3,500 sq.ft.)

within Centre West at a new Zone A rental of approximately

£130.There are a further six units under offer within both the

lower and upper malls of Centre West.

The most recent letting within the extension to the Eastgate

Centre, Inverness is to French Connection (232 sq.m./2,495

sq.ft.). Further units are under offer to Faith Footwear and Lunn

Poly. There are five units remaining within the lower mall of

Phase 2 and rentals of £110 per sq.ft. Zone A have been

achieved within Phase 1 of the Centre.

The Ryden retail rental index has grown by 1.2% since September

2003. This reflects rental growth at Braehead, East Kilbride,

Livingston and St Andrews, and rental falls in Dunfermline and

Aberdeen. Market conditions indicate that rental growth in the

short term will remain selective, particularly while concerns

continue over the sustainability of consumer spending.

New Industrial Supply and Take-upRetail Property

Sales over the Christmas period 2003 were down 0.2% on

2002, the worst performance for some time according to the

British Retail Consortium. It is likely that this figure may have

been weaker had retailers not provided early sales promotions

prior to Christmas. However, the majority of retailers had an

aggregate improvement when allied with the post

Christmas/January sales. Meanwhile, internet retail sales or 

“e-tailing” had its best Christmas period to date with a 30%

increase in food sales and 50% on non-food sales. Winning

product lines over the Christmas period included items such as

I-Pod, MP3 players and other electrical goods.

Expanding retailers include Courts, Carphone Warehouse,

Ann Summers, Ottakar’s and Ted Baker. Further expansion plans

are evident from Bon Marche, Peacocks, Ethel Austin, Clinton

Cards and Savers Health and Beauty.These retailers are keen to

capitalise on further expansion within sub-regional centres and

market towns. Meanwhile, Wm Morrison Supermarkets

announced its takeover of Safeway, launching the retailer into

the spotlight as a major player in the food sector.

Retail demand within Glasgow city centre remains strong and

includes second store requirements for Dunnes Stores and

Primark, and a relocation for a larger TK Maxx store. Next has

also made its requirement known for further expansion within

the city centre.

The Glasgow Fort Shopping Park has announced a letting to

SCS Furniture.The retailer opened as the first store within the

development in March 2004 and plans further, phased opening

from October 2004. The majority of occupiers hope to be

trading pre-Christmas 2004. It is understood that rentals range

from £270 to £540 per sq.m. (£25 to £50 per sq.ft.).

Braehead is to progress with Phase 2, to include a 12-screen

multiplex cinema, Xscape indoor ski store, bowling, leisure and

hotel and conferencing facilities. The shopping centre itself is

achieving rentals in the order of £230 per sq.ft. Zone A rentals

are set at 80% of ERV with turnover provision. This level has

been achieved at both lower and upper levels.The most recent

letting is to Cube Fashion within the former Bodycare unit on

the lower level.

Ocean Terminal, Edinburgh continues to attract further interest

from retailers with recent lettings to HMV (654 sq.m./7,044

sq.ft.), Gap (781 sq.m./8,407 sq.ft.) and Fat Face (133 sq.m./1,430

sq.ft.). In the city centre, following a slow start, there have been

take-up (000’s sq.ft.)
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Despite this encouraging activity in the industrial market,

developers remain unwilling to build speculatively. The market

has to rely on existing stock or design-and-build packages on

industrial estates in order to satisfy demand. Although market

demand has increased over the previous six months, rental

values have remained constant at £59 - £62 per sq.m.

(£5.50 - £5.75 per sq.ft.) for new-build warehousing and 

£107 - £113 per sq.m. (£10 - £10.50 per sq.ft.) for ancillary offices.

Scottish Shopping Centres

Location Zone A rate per sq.ft.

Aberdeen 162.50 

Airdrie 42 

Ayr 80

Braehead 185*

Clydebank 75 

Coatbridge 43 

Cumbernauld 49 

Dumfries 58 

Dundee 105 

Dunfermline 65

East Kilbride 130

Edinburgh 220 

Edinburgh (Gyle) 175 

Elgin 40 

Falkirk 88 

Galashiels 32 

Glasgow 220 

Glenrothes 57.50 

Greenock 72 

Hamilton 75

Inverness 115

Irvine 65 

Kilmarnock 55 

Kirkcaldy 55 

Livingston 86

Motherwell 48

Paisley 72

Perth 72.50

Stirling 105

St. Andrews 55

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

*Represents 80% of OMV with turnover provisions

Aberdeen

The Aberdeen industrial property market has been the subject

of considerable activity, with take–up 60% higher than that

achieved during the previous six months. Over the period, 44,020

sq.m. (473,832 sq.ft.) of industrial buildings has come off the

market in 57 separate properties. In particular, buildings in 

the 929 - 1,858 sq.m. bracket (10,000 - 20,000 sq.ft.) show a

four-fold increase in demand.

The more significant recent transactions are:

Address Size Occupier 

Broadfold Road, 1,650 sq.m. John Weir Group
Bridge of Don (17,746 sq.ft.) on (Purchase)

0.73 ha (1.81 acre) 

Farburn Terrace, Dyce 2,180 sq.m. Bond Helicopters
(23,468 sq.ft.) on (Lease)
0.67 ha (1.66 acre) 

Crawpeel Road, 1,999 sq.m. Odfjell Drilling UK
Altens (21,523 sq.ft.) on (Lease)

0.81 ha (2 acre)  

Despite increased market activity, supply of industrial space

remained unchanged from the previous six months, at 102,000

sq.m. of space (1.1m sq.ft.).

The price of a barrel of Brent Crude oil has reached $32.60
compared to $29.00 six months ago, with some economists
predicting a rise to as high as $40 per barrel. Meanwhile, Oilexco
from Calgary, Canada has received appraisal work on the
Brenda field in the outer Moray Firth, which is said to contain
150 million barrels of oil.The oil and gas industry is once again
in good heart and is now exporting its expertise to the lucrative
oil fields of Russia.The new independent firms which are taking
over maturing North Sea Fields may yet however have to
consider consolidation to achieve economies of scale.

Land supply has improved over the past six months as Altens

East (Esson Properties) and Peterseat, Altens (Forbes Homes)

are now both fully-serviced and available for development.

Despite the high cost of infrastructure, industrial land at

Cairnrobin and Dyce Airport West may also come on stream

due to pressure for development land. Industrial land supply in

Aberdeenshire has increased by 17% and it is anticipated that

the established land supply in Aberdeen City will rise

substantially under the new Aberdeen Local Plan.Work has also

started on Aberdeen City’s Western Peripheral Route, which

will be a major factor in shaping the future development of the

Aberdeen area.

(Re–based to 1996 to conform to new consumer prices index).
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District), three Grade A developments providing a total of

25,084 sq.m. (270,000 sq.ft.) completed at the end of 2003.Two

further developments - Cala’s Central Exchange (8,946 sq.m./

96,300 sq.ft.) and Kenmore’s Sentinel (7,804 sq.m./84,000 sq.ft.)

both in Waterloo Street - complete in summer and late 2004

respectively. Most recently, CEM is developing Aurora, at 120

Bothwell Street, which will provide 16,165 sq.m. (174,000 sq.ft.)

in Autumn 2005.

Historically, Glasgow’s success in attracting larger inward

relocating companies has been as a direct result of having Grade

A space ready and available for immediate occupation. The

above development activity provides a phasing of space available

within the central core through 2004 to end 2005/early 2006,

conferring a major advantage in the highly competitive market

for mobile occupiers.

A number of other major office schemes have either received

or have recently applied for planning consent, but none have

actually committed to site starts. This position is unlikely to

change in the current market climate and as such no further

new, large scale developments can complete until early 2007 or

beyond. However, some better quality second–hand space may

come back to the market over the next 12-18 months, for

example British Airways’ closure of its 4,738 sq.m. (51,000 sq.ft.)

call centre at Atrium Court,Waterloo Street.

Grade A headline rents in Glasgow city centre remain

unchanged in the range £231 - £247 per sq.m. (£21.50 - £23

per sq.ft.). Refurbished and good quality second–hand space is

achieving £161 - £199 per sq.m. (£15 - £18.50 per sq.ft.).

Outwith the central core, there has been a similar lack of any

sizeable deals on business park space. Supply continues to

increase, particularly in Lanarkshire with completions on

“Golden Contract” tax-driven developments at Trilogy Business

Park, Eurocentral and Hamilton International; together these add

28,448 sq.m. (306,213 sq.ft.) in nine buildings ranging between

1,914 - 4,288 sq.m. (20,600 - 46,160 sq.ft.).

Rental levels for non-cooled business park space are in the

range £134 - £150 per sq.m. (£12.50 - £14 per sq.ft.), with

comfort cooled space offered at £153 - £188 per sq.m.

(£14.25 - £17.50 per sq.ft.) inclusive of car parking. Lease length

flexibility and increasing incentive levels will be a feature of the

market as new developments compete for business park

tenants alongside other existing developments and good quality

second-hand space.

Square, Houstoun Industrial Estate, Livingston for a price of just

over £2 million. At Deans Industrial Estate in Livingston, Banta

Global Turnkey Services has leased a specialised distribution

facility of 3,512 sq.m. (37,804 sq.ft.) from James Keiller Estates

Ltd. By far the largest distribution building in east central

Scotland is under construction at J4M8 (Junction 4 of the M8

motorway) where supermarket operator Aldi is creating a new

40,000 sq.m. (430,000 sq.ft.) facility. The 12,815 sq.m. (137,941

sq.ft.) distribution element of the Pyramids Business Park 

(the former Motorola production plant), Bathgate is also

reported to be under offer.

In South Queensferry the former Motorola manufacturing plant

has been purchased for £10 million by a joint venture of Miller

Developments and Rutterford Ltd. The site extends to 34

hectares (85 acres), includes 20,440 sq.m. (220,000 sq.ft.) of

industrial space, and will be sub-divided to provide units for

small and medium-sized companies and an incubator for 

start-up electronics companies.

The most popular industrial location within Midlothian is

Loanhead, due principally to the immediate access to Edinburgh

city by-pass. Both Pentland Industrial Estate and Bilston Glen

Industrial Estate are well-occupied and there has been a healthy

number of small to medium-sized units leased in the last six

months. For example, Kinnaird Property Co has leased Unit 1

Pentland Industrial Estate to Pentland Precision Engineering Ltd;

this 1,858 sq.m. (20,000 sq.ft.) building is approximately 30 years

old and the rental achieved was £32 per sq.m. (£3 per sq.ft.).

Prime rental levels achievable in Midlothian are between 

£48 - £59 per sq.m. (£4.50 - £5.50 per sq.ft.).

The industrial property market in Fife is far from buoyant.

However, Fife Warehousing has secured a first tenant at 

Francis Industrial Park at Kirkcaldy; Unit 1B totalling 652 sq.m.

(7,015 sq.ft.) has been let and a further unit is reportedly under

offer. Within Westwood Park, Glenrothes (the former Canon

factory) the landlords have secured their first tenant, CRC, who

took 6,500 sq.m. (70,000 sq.ft.) at a rental in the region of £32

per sq.m. (£3 per sq.ft.).

Glasgow

The Glasgow office market has remained in the doldrums 

over the last six months. Total take-up is 25,430 sq.m.

(273,735 sq.ft.). Combined with the previous six month period

this produces a below-average 12 month total of 56,655 sq.m.

(609,840 sq.ft.).

Transactions during the past six months include:

Address Size Occupier

191 West George 2,550 sq.m. (27,448 sq.ft.) KPMG
Street

Alhambra House, 1,268 sq.m. (13,649 sq.ft.) Scottish University
Waterloo Street for Industry

100 Bothwell Street 975 sq.m. (10,500 sq.ft.) Student Loans 
Company Ltd

Rose Street 846 sq.m. (9,107 sq.ft.) Glasgow Caledonian
University

1st Floor, 724 sq.m. (7,796 sq.ft.) Harper Macleod
Ca’d’oro Building and The Mall 

Corporation

180 West George 623 sq.m. (6,706 sq.ft.) Lloyds TSB
Street

180 St Vincent Street 542 sq.m. (5,834 sq.ft.) Yell

Scottish Enterprise reports increased inward relocation

enquiries and expansion prospects in 2004, primarily in the

contact/call centre sector for mid-rented properties. Recent

expansion announcements include increasing staff levels in

financial services at JP Morgan, esure, Morgan Stanley,Abbey and

Lloyds TSB.

There have been only two deals of any scale in Glasgow’s central

core over the last 12 months, Glasgow Housing Association

took c. 5,575 sq.m. (60,000 sq.ft.) for its HQ at Granite House,

Stockwell Street and KPMG secured 2,550 sq.m. (27,448 sq.ft.)

at 191 West George Street. Recent market activity has primarily

been from professional firms and other indigenous companies at

the smaller end of the market. Such local activity is expected to

continue to underpin the market in the short-term.

The increasing enquiry levels from larger, footloose companies

should manifest into increasing take-up over the next one to

two years. Activity should be further bolstered by the Scottish

Executive’s ongoing programme of decentralisation. In addition,

Glasgow has been identified as meeting the criteria in three of

six sector categories as an appropriate location for potential

relocation of central Government agency decentralisation from

London, under the Lyons Report.

Such activity will be a welcome boost for those developers who

have committed to development in and around the city centre.

Within the city centre IFSD (International Financial Services

East of Scotland

The industrial property market in East Central Scotland

continues to benefit from the strength of indigenous companies.

There is also a growing momentum for occupiers to purchase

property, a situation which few developers are currently able 

to exploit.

Within Edinburgh there have been very few industrial

transactions over the last six months.This is due mainly to lack

of availability of suitable premises rather than weak demand.

Land values - driven largely by residential and commercial

demand - have reached such a high level within the city that new

industrial development is simply not viable. The traditional

industrial areas of Edinburgh such as Sighthill (West Edinburgh)

are slowly reducing in size as ageing industrial buildings are

acquired for uses which generate higher land values, such as

offices or car showrooms. An example of this is the acquisition

for redevelopment of the former Field Packaging factory

complex on Sighthill Industrial Estate by FM Developments and

CALA, which was situated on a site area of approximately 

3.6 hectares (9 acres).

Nevertheless, industrial occupiers still target the west side of the

city to take advantage of access to Scotland’s other principal

cities and the motorway network. A two-tier market has

emerged where good quality industrial accommodation 

on the west side has stabilised at between £64 - £70 per sq.m.

(£6 - £6.50 per sq.ft.) and similar accommodation on the east

side achieves £54 - £59 per sq.m. (£5 - £5.50 per sq.ft.).

Recent deals include:

Address Size Occupier  

Bankhead Industrial  525 sq.m. Lothian and   
Estate, Sighthill (5,650 sq.ft.) Borders Police

Edinburgh Distribution  4,163 sq.m. Rank Hovis  
Park, Newbridge (44,817 sq.ft.)

Turnhouse Centre, 675 sq.m. Royal Mail 
Edinburgh International (7,267 sq.ft.)
Airport 

West Lothian, and Livingston in particular, is now the epicentre

of East Central Scotland’s industrial property market. Demand

for small to medium-sized accommodation has held constant

over the last six months with rental levels of between £37 - £54

per sq.m. (£3.50 - £5 per sq.ft.) being achieved.

In contrast to the West of Scotland, the distribution sector is

active. Highlander (Scotland) Ltd purchased the 5,574 sq.m.

(60,000 sq.ft.) former Mitsubishi distribution building on Todd
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Edinburgh

The Edinburgh office market continues to improve. Indeed,

market statistics suggest stronger and faster growth than

previously expected.

In the six months to March 2004, total take-up of office

accommodation was 55,215 sq.m. (594,340 sq.ft.), a substantial

48% increase from the previous six months.Total take-up over

12 months is 92,500 sq.m. (995,800 sq.ft.), 14% ahead of a 

10-year average which includes the boom years of 1998 -2000.

This, coupled with a 16% decrease in supply provides a healthy

indication that the market has turned the corner.

The largest recent letting is the relocation of the Common

Services Agency to 11,334 sq.m. (122,000 sq.ft.) of offices at

Gyle Square.This deal should not be viewed in isolation as the

city’s western business parks have secured a further five

significant deals totalling 7,900 sq.m. (85,000 sq.ft.).

The city centre too has benefited from increased activity. Nine

recent lettings in excess of 464 sq.m. (5,000 sq.ft.) have been

achieved. In addition to the well-publicised relocation of a

number of larger law firms, the financial services and ICT sectors

may also be enjoying an upturn. Organisations including

Citigroup, Rock Star Computer Games Designers and Analog

Devices have recently taken accommodation within Grade A

developments in the city centre. Current market intelligence

identifies in excess of 46,450 sq.m. (500,000 sq.ft.) of unsatisfied

city centre demand across all sectors, including a number of

larger requirements.

Edinburgh has also enjoyed its first genuine pre-let for a number

of years. McClure Naismith WS agreed to take a lease of the

proposed Nova House in Ponton Street in the Exchange

District. The 1,580 sq.m. (17,000 sq.ft.) building is due to

commence on site in April this year, with the tenant looking to

take occupation by Summer 2005.

Part of the reason for the decrease in supply is that fewer

schemes are completing. In the past six months, only one Grade

A office refurbishment has been completed in central

Edinburgh, at 28 St Andrew Square, (4,515 sq.m./ 48,600 sq.ft.).

In the next six months, the only completion will be the 7,432

sq.m. (80,000 sq.ft.) development at Edinburgh Quay, where

50% of the space has already been let to Tods Murray WS and

strong interest is reported in the remaining accommodation.

Only one further completion is due by March 2005 - the 19,788

sq.m. (213,000 sq.ft.) development at Waverley Gate - creating

an opportunity for developers with detailed planning consents

to target a window for new completions in late 2005 and 

early 2006.

Prime office rentals in Edinburgh remain unchanged at £290 

per sq.m. (£27 per sq.ft.) in the city centre and £215 per sq.m.

(£20 per sq.ft.) in the west of the city at Edinburgh Park.There

is, however, sentiment in the market that occupier incentives

may be reducing.

The period office sector continues to lag behind the improving

market for open-plan accommodation.The two most significant

deals underline the strength of Edinburgh’s residential market.

Subsequent to Anderson Strathern’s relocation to Rutland

Court in the Exchange District, a planning application has been

submitted for redevelopment of their four inter-connecting

buildings on Castle Street for a mixture of traditional and duplex

apartments. A similar application will be submitted for 

Tods Murray’s existing Queen Street accommodation following

their relocation.

City of Edinburgh Council’s relocation to a new, purpose-built

headquarters of 18,580 sq.m. (200,0000 sq.ft.) next to Waverley

Station could release a number of office buildings to the market,

the majority of which will be converted for alternative uses. In a

similar vein, HBOS Plc proposes to redevelop the former

Lothian Regional Council offices at George IV Bridge/Royal Mile

to provide a flagship bank branch, as well as shops and a

substantial hotel presence. Edinburgh also continues to await the

outcome of a number of strategic Scottish Executive decisions

regarding the potential relocation of a number of functions

based in the city.

West of Scotland

Developers, agents and occupiers alike believed that 2004

would herald an improvement in occupational demand for

industrial property following the poor performance of 2003.

Was this optimism justified?  Based on various indicators the

answer is a qualified “yes”. The rate of improvement has been

slower than anticipated, but there has been a significant number

of transactions of all types.

Strong demand continues for feuhold properties. This activity 

is largely focused on buildings with capital values of up to £430

per sq.m. (£40 per sq.ft.). Units below 929 sq.m. (10,000 sq.ft.)

could be sold several times over and there is now a lack of

available stock. Feuhold transactions include:

Address Size Purchaser 

1 Young Place, 2,137 sq.m. P & R Howard
East Kilbride (23,000 sq.ft.) for £290 per sq.m.

(£27 per sq.ft.)

58 Loanbank  937 sq.m. McMillan Flooring 
Quadrant, Govan (10,085 sq.ft.) for £344 per sq.m.

(£32 per sq.ft.)

42 Loanbank  530 sq.m. Donaghy Limited
Quadrant, Govan (5,705 sq.ft.) for £398 per sq.m.

(£37 per sq.ft.) 

1-9 Mackintosh  2,845 sq.m. Ashtenne for £107
Place, Irvine (30,621 sq.ft.) per sq.m.

(£10 per sq.ft.) 

There have also been three sales of large industrial facillties.The

first is the sale of the Keystone Valves unit in Govan to

Strathclyde Police. The subjects comprise a 1.4 hectare 

(3.5 acre) site housing two separate buildings totalling 9,025

sq.m. (97,150 sq.ft.) sold for £1.75 million at a closing date.The

second was the sale of the Alcan facility at Polmadie to Sher

Brothers. The site extends to 4.7 hectares (11.7 acres) with

19,045 sq.m. (205,000 sq.ft.) of interconnected manufacturing

and office space sold for £4.2 million.The third is the sale of the

40.5 hectare (100 acre) Chungwa Picture Tubes facility at

Eurocentral to Tritax Assets for £23 million; Tritax plans to

develop a £300 million mixed-use business park with over

70,600 sq.m. (760,000 sq.ft.) of office and manufacturing/

distribution space and a new hotel with leisure facilities.

Land continues to be in demand both from developers and

those seeking to self-build. The recent steep rise in construction

prices may however lead self-build aspirants to refocus on

existing feuhold property, thereby driving-up second prices.

Perhaps the most significant recent land transaction is the

acquisition of Glasgow Business Park by Silverbank

Development Company. This off-market deal saw Silverbank

acquire 19.4 hectares (48 acres) of prime development land

fronting the M8 Motorway and 3,437 sq.m. (37,000 sq.ft.) of

fully-let office space.The Park is to be relaunched and will be the

focus of considerable development activity over the next couple

of years.

Turning to leasehold transactions, the following deals have

completed recently:

Address Size Occupier  

2 Bell Drive, 2,371 sq.m. Devro (Scotland) 
Hamilton International (25,526 sq.ft.) Ltd  
Technology Park

Westway, Renfrew 2,601 sq.m. Lambertons Ltd 
(28,000 sq.ft.) 

Excelsior Park,Wishaw 2,323 sq.m. Astute Electronics   
(25,000 sq.ft.) Ltd

Napier Place, 3,326 sq.m. Telephoto
Wardpark Estate, (35,800 sq.ft.) Systems Ltd  
Cumbernauld

There are also signs that a pre-let market for industrial space 

is emerging. Confidentiality prevents release of details at this

stage, but two deals are underway involving companies which

have been considering their options for some time. In addition,

a significant number of specialised requirements in the market

may require purpose-built solutions. Inward investment

enquiries are also beginning to re-emerge, which is good news

following such a long absence.

The level of speculative building is relatively low. Although there

remains a supply of larger units from the last phase of

development, it will require only a small level of improvement to

absorb much of this space. In sizes smaller than 1,858 sq.m.

(20,000 sq.ft.) there is now a distinct shortage of new,

well-configured units. This has encouraged Silverbank

Development Company to bring forward two new projects in

the Govan area. Phase 1 of Moorpark Central is nearing

completion and will comprise 3,810 sq.m. (41,000 sq.ft.) in units

from 464 – 1,393 sq.m. (5,000 - 15,000 sq.ft.).Woodville Court

is due to commence shortly.

The distribution market continues to be weak for larger

buildings. This is evident at Eurocentral, where a number 

of buildings in excess of 6,503 sq.m. (70,000 sq.ft.) remain

available. However, there are requirements currently in the

market – typically smaller (up to 3,716 sq.m./40,000 sq.ft.) 

– and this should encourage take-up in the sector over the

coming six months.
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and Bridgeview £172 per sq.m. (£16 per sq.ft.). All three 

leases were on standard FRI terms for 15 years with 5-yearly 

rent reviews.

There remains an underlying demand for office space, which

developers have already started to meet by committing to

speculative building.The oil industry is showing signs of further

development and renewable energy is also beginning to come

to the forefront.

Office Supply and Take-up
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Aberdeen

The Aberdeen office market has revived over the past six

months. Take-up of offices is double that recorded in the

previous period; 28,610 sq.m. (308,000 sq.ft.) was either sold or

let in seventy-eight separate transactions. Although forty of

these comprised offices smaller than 186 sq.m. (2,000 sq.ft.), six

transactions were for space in excess of 929 sq.m.

(10,000 sq.ft.), with the largest letting being to the Common

Services Agency at Bridge View (2,682 sq.m./28,875 sq.ft.).

Major office lettings include:

Address Size Occupier

1/5 Albyn Place 1,294 sq.m. Royal Bank 
(13,929 sq.ft.) of Scotland

1/5 Albyn Place 1,733 sq.m. Aberdeen Asset 
(18,657 sq.ft.) Management

Blenheim Gate 1,305 sq.m. Paladin Resources
(14,048 sq.ft.)

Bridgeview 2,682 sq.m. Common Services
(28,875 sq.ft.) Agency

Due to the large amount of take up, office supply has fallen 

by 17% to stand at 94,875 sq.m. (1,021,235 sq.ft.).

Among the more notable office developments under

construction are the following:

Address Size Developer

Kirkhill Business 4,852 sq.m. Knight Real Estate
Park, Dyce (52,231 sq.ft.)

Aberdeen Business 5,574 sq.m. Morley Fund 
Park, Dyce (60,000 sq.ft.) Managers

Excel Centre, 5,804 sq.m. Highcross/Ashkirk
Bridge of Don (62,474 sq.ft.)

In addition, notable proposals for office developments, which have

planning permission but are not yet started on site, include:

Address Size Developer

Justice Mill Lane 3,716 sq.m. Anglia Water 
(40,000 sq.ft.) Group

Triple Kirks 5,574 sq.m. Esson Properties 
(60,000 sq.ft.) Ltd

Union Row 7,224 sq.m. Stewart Milne 
(77,760 sq.ft.) Group

Marischal College 14,864 sq.m. Aberdeen 
(160,000 sq.ft.) University

The market has also moved forward in terms of prime office

rentals, with 1/5 Albyn Place reaching £204 per sq.m. (£19 per

sq.ft.), Blenheim Gate achieving £194 per sq.m. (£18 per sq.ft.)
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and Bridgeview £172 per sq.m. (£16 per sq.ft.). All three 

leases were on standard FRI terms for 15 years with 5-yearly 

rent reviews.

There remains an underlying demand for office space, which

developers have already started to meet by committing to

speculative building.The oil industry is showing signs of further

development and renewable energy is also beginning to come

to the forefront.
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Aberdeen

The Aberdeen office market has revived over the past six

months. Take-up of offices is double that recorded in the

previous period; 28,610 sq.m. (308,000 sq.ft.) was either sold or

let in seventy-eight separate transactions. Although forty of

these comprised offices smaller than 186 sq.m. (2,000 sq.ft.), six

transactions were for space in excess of 929 sq.m.

(10,000 sq.ft.), with the largest letting being to the Common

Services Agency at Bridge View (2,682 sq.m./28,875 sq.ft.).

Major office lettings include:

Address Size Occupier

1/5 Albyn Place 1,294 sq.m. Royal Bank 
(13,929 sq.ft.) of Scotland

1/5 Albyn Place 1,733 sq.m. Aberdeen Asset 
(18,657 sq.ft.) Management

Blenheim Gate 1,305 sq.m. Paladin Resources
(14,048 sq.ft.)

Bridgeview 2,682 sq.m. Common Services
(28,875 sq.ft.) Agency

Due to the large amount of take up, office supply has fallen 

by 17% to stand at 94,875 sq.m. (1,021,235 sq.ft.).

Among the more notable office developments under

construction are the following:

Address Size Developer

Kirkhill Business 4,852 sq.m. Knight Real Estate
Park, Dyce (52,231 sq.ft.)

Aberdeen Business 5,574 sq.m. Morley Fund 
Park, Dyce (60,000 sq.ft.) Managers

Excel Centre, 5,804 sq.m. Highcross/Ashkirk
Bridge of Don (62,474 sq.ft.)

In addition, notable proposals for office developments, which have

planning permission but are not yet started on site, include:

Address Size Developer

Justice Mill Lane 3,716 sq.m. Anglia Water 
(40,000 sq.ft.) Group

Triple Kirks 5,574 sq.m. Esson Properties 
(60,000 sq.ft.) Ltd

Union Row 7,224 sq.m. Stewart Milne 
(77,760 sq.ft.) Group

Marischal College 14,864 sq.m. Aberdeen 
(160,000 sq.ft.) University

The market has also moved forward in terms of prime office

rentals, with 1/5 Albyn Place reaching £204 per sq.m. (£19 per

sq.ft.), Blenheim Gate achieving £194 per sq.m. (£18 per sq.ft.)
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Edinburgh

The Edinburgh office market continues to improve. Indeed,

market statistics suggest stronger and faster growth than

previously expected.

In the six months to March 2004, total take-up of office

accommodation was 55,215 sq.m. (594,340 sq.ft.), a substantial

48% increase from the previous six months.Total take-up over

12 months is 92,500 sq.m. (995,800 sq.ft.), 14% ahead of a 

10-year average which includes the boom years of 1998 -2000.

This, coupled with a 16% decrease in supply provides a healthy

indication that the market has turned the corner.

The largest recent letting is the relocation of the Common

Services Agency to 11,334 sq.m. (122,000 sq.ft.) of offices at

Gyle Square.This deal should not be viewed in isolation as the

city’s western business parks have secured a further five

significant deals totalling 7,900 sq.m. (85,000 sq.ft.).

The city centre too has benefited from increased activity. Nine

recent lettings in excess of 464 sq.m. (5,000 sq.ft.) have been

achieved. In addition to the well-publicised relocation of a

number of larger law firms, the financial services and ICT sectors

may also be enjoying an upturn. Organisations including

Citigroup, Rock Star Computer Games Designers and Analog

Devices have recently taken accommodation within Grade A

developments in the city centre. Current market intelligence

identifies in excess of 46,450 sq.m. (500,000 sq.ft.) of unsatisfied

city centre demand across all sectors, including a number of

larger requirements.

Edinburgh has also enjoyed its first genuine pre-let for a number

of years. McClure Naismith WS agreed to take a lease of the

proposed Nova House in Ponton Street in the Exchange

District. The 1,580 sq.m. (17,000 sq.ft.) building is due to

commence on site in April this year, with the tenant looking to

take occupation by Summer 2005.

Part of the reason for the decrease in supply is that fewer

schemes are completing. In the past six months, only one Grade

A office refurbishment has been completed in central

Edinburgh, at 28 St Andrew Square, (4,515 sq.m./ 48,600 sq.ft.).

In the next six months, the only completion will be the 7,432

sq.m. (80,000 sq.ft.) development at Edinburgh Quay, where

50% of the space has already been let to Tods Murray WS and

strong interest is reported in the remaining accommodation.

Only one further completion is due by March 2005 - the 19,788

sq.m. (213,000 sq.ft.) development at Waverley Gate - creating

an opportunity for developers with detailed planning consents

to target a window for new completions in late 2005 and 

early 2006.

Prime office rentals in Edinburgh remain unchanged at £290 

per sq.m. (£27 per sq.ft.) in the city centre and £215 per sq.m.

(£20 per sq.ft.) in the west of the city at Edinburgh Park.There

is, however, sentiment in the market that occupier incentives

may be reducing.

The period office sector continues to lag behind the improving

market for open-plan accommodation.The two most significant

deals underline the strength of Edinburgh’s residential market.

Subsequent to Anderson Strathern’s relocation to Rutland

Court in the Exchange District, a planning application has been

submitted for redevelopment of their four inter-connecting

buildings on Castle Street for a mixture of traditional and duplex

apartments. A similar application will be submitted for 

Tods Murray’s existing Queen Street accommodation following

their relocation.

City of Edinburgh Council’s relocation to a new, purpose-built

headquarters of 18,580 sq.m. (200,0000 sq.ft.) next to Waverley

Station could release a number of office buildings to the market,

the majority of which will be converted for alternative uses. In a

similar vein, HBOS Plc proposes to redevelop the former

Lothian Regional Council offices at George IV Bridge/Royal Mile

to provide a flagship bank branch, as well as shops and a

substantial hotel presence. Edinburgh also continues to await the

outcome of a number of strategic Scottish Executive decisions

regarding the potential relocation of a number of functions

based in the city.

West of Scotland

Developers, agents and occupiers alike believed that 2004

would herald an improvement in occupational demand for

industrial property following the poor performance of 2003.

Was this optimism justified?  Based on various indicators the

answer is a qualified “yes”. The rate of improvement has been

slower than anticipated, but there has been a significant number

of transactions of all types.

Strong demand continues for feuhold properties. This activity 

is largely focused on buildings with capital values of up to £430

per sq.m. (£40 per sq.ft.). Units below 929 sq.m. (10,000 sq.ft.)

could be sold several times over and there is now a lack of

available stock. Feuhold transactions include:

Address Size Purchaser 

1 Young Place, 2,137 sq.m. P & R Howard
East Kilbride (23,000 sq.ft.) for £290 per sq.m.

(£27 per sq.ft.)

58 Loanbank  937 sq.m. McMillan Flooring 
Quadrant, Govan (10,085 sq.ft.) for £344 per sq.m.

(£32 per sq.ft.)

42 Loanbank  530 sq.m. Donaghy Limited
Quadrant, Govan (5,705 sq.ft.) for £398 per sq.m.

(£37 per sq.ft.) 

1-9 Mackintosh  2,845 sq.m. Ashtenne for £107
Place, Irvine (30,621 sq.ft.) per sq.m.

(£10 per sq.ft.) 

There have also been three sales of large industrial facillties.The

first is the sale of the Keystone Valves unit in Govan to

Strathclyde Police. The subjects comprise a 1.4 hectare 

(3.5 acre) site housing two separate buildings totalling 9,025

sq.m. (97,150 sq.ft.) sold for £1.75 million at a closing date.The

second was the sale of the Alcan facility at Polmadie to Sher

Brothers. The site extends to 4.7 hectares (11.7 acres) with

19,045 sq.m. (205,000 sq.ft.) of interconnected manufacturing

and office space sold for £4.2 million.The third is the sale of the

40.5 hectare (100 acre) Chungwa Picture Tubes facility at

Eurocentral to Tritax Assets for £23 million; Tritax plans to

develop a £300 million mixed-use business park with over

70,600 sq.m. (760,000 sq.ft.) of office and manufacturing/

distribution space and a new hotel with leisure facilities.

Land continues to be in demand both from developers and

those seeking to self-build. The recent steep rise in construction

prices may however lead self-build aspirants to refocus on

existing feuhold property, thereby driving-up second prices.

Perhaps the most significant recent land transaction is the

acquisition of Glasgow Business Park by Silverbank

Development Company. This off-market deal saw Silverbank

acquire 19.4 hectares (48 acres) of prime development land

fronting the M8 Motorway and 3,437 sq.m. (37,000 sq.ft.) of

fully-let office space.The Park is to be relaunched and will be the

focus of considerable development activity over the next couple

of years.

Turning to leasehold transactions, the following deals have

completed recently:

Address Size Occupier  

2 Bell Drive, 2,371 sq.m. Devro (Scotland) 
Hamilton International (25,526 sq.ft.) Ltd  
Technology Park

Westway, Renfrew 2,601 sq.m. Lambertons Ltd 
(28,000 sq.ft.) 

Excelsior Park,Wishaw 2,323 sq.m. Astute Electronics   
(25,000 sq.ft.) Ltd

Napier Place, 3,326 sq.m. Telephoto
Wardpark Estate, (35,800 sq.ft.) Systems Ltd  
Cumbernauld

There are also signs that a pre-let market for industrial space 

is emerging. Confidentiality prevents release of details at this

stage, but two deals are underway involving companies which

have been considering their options for some time. In addition,

a significant number of specialised requirements in the market

may require purpose-built solutions. Inward investment

enquiries are also beginning to re-emerge, which is good news

following such a long absence.

The level of speculative building is relatively low. Although there

remains a supply of larger units from the last phase of

development, it will require only a small level of improvement to

absorb much of this space. In sizes smaller than 1,858 sq.m.

(20,000 sq.ft.) there is now a distinct shortage of new,

well-configured units. This has encouraged Silverbank

Development Company to bring forward two new projects in

the Govan area. Phase 1 of Moorpark Central is nearing

completion and will comprise 3,810 sq.m. (41,000 sq.ft.) in units

from 464 – 1,393 sq.m. (5,000 - 15,000 sq.ft.).Woodville Court

is due to commence shortly.

The distribution market continues to be weak for larger

buildings. This is evident at Eurocentral, where a number 

of buildings in excess of 6,503 sq.m. (70,000 sq.ft.) remain

available. However, there are requirements currently in the

market – typically smaller (up to 3,716 sq.m./40,000 sq.ft.) 

– and this should encourage take-up in the sector over the

coming six months.
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District), three Grade A developments providing a total of

25,084 sq.m. (270,000 sq.ft.) completed at the end of 2003.Two

further developments - Cala’s Central Exchange (8,946 sq.m./

96,300 sq.ft.) and Kenmore’s Sentinel (7,804 sq.m./84,000 sq.ft.)

both in Waterloo Street - complete in summer and late 2004

respectively. Most recently, CEM is developing Aurora, at 120

Bothwell Street, which will provide 16,165 sq.m. (174,000 sq.ft.)

in Autumn 2005.

Historically, Glasgow’s success in attracting larger inward

relocating companies has been as a direct result of having Grade

A space ready and available for immediate occupation. The

above development activity provides a phasing of space available

within the central core through 2004 to end 2005/early 2006,

conferring a major advantage in the highly competitive market

for mobile occupiers.

A number of other major office schemes have either received

or have recently applied for planning consent, but none have

actually committed to site starts. This position is unlikely to

change in the current market climate and as such no further

new, large scale developments can complete until early 2007 or

beyond. However, some better quality second–hand space may

come back to the market over the next 12-18 months, for

example British Airways’ closure of its 4,738 sq.m. (51,000 sq.ft.)

call centre at Atrium Court,Waterloo Street.

Grade A headline rents in Glasgow city centre remain

unchanged in the range £231 - £247 per sq.m. (£21.50 - £23

per sq.ft.). Refurbished and good quality second–hand space is

achieving £161 - £199 per sq.m. (£15 - £18.50 per sq.ft.).

Outwith the central core, there has been a similar lack of any

sizeable deals on business park space. Supply continues to

increase, particularly in Lanarkshire with completions on

“Golden Contract” tax-driven developments at Trilogy Business

Park, Eurocentral and Hamilton International; together these add

28,448 sq.m. (306,213 sq.ft.) in nine buildings ranging between

1,914 - 4,288 sq.m. (20,600 - 46,160 sq.ft.).

Rental levels for non-cooled business park space are in the

range £134 - £150 per sq.m. (£12.50 - £14 per sq.ft.), with

comfort cooled space offered at £153 - £188 per sq.m.

(£14.25 - £17.50 per sq.ft.) inclusive of car parking. Lease length

flexibility and increasing incentive levels will be a feature of the

market as new developments compete for business park

tenants alongside other existing developments and good quality

second-hand space.

Square, Houstoun Industrial Estate, Livingston for a price of just

over £2 million. At Deans Industrial Estate in Livingston, Banta

Global Turnkey Services has leased a specialised distribution

facility of 3,512 sq.m. (37,804 sq.ft.) from James Keiller Estates

Ltd. By far the largest distribution building in east central

Scotland is under construction at J4M8 (Junction 4 of the M8

motorway) where supermarket operator Aldi is creating a new

40,000 sq.m. (430,000 sq.ft.) facility. The 12,815 sq.m. (137,941

sq.ft.) distribution element of the Pyramids Business Park 

(the former Motorola production plant), Bathgate is also

reported to be under offer.

In South Queensferry the former Motorola manufacturing plant

has been purchased for £10 million by a joint venture of Miller

Developments and Rutterford Ltd. The site extends to 34

hectares (85 acres), includes 20,440 sq.m. (220,000 sq.ft.) of

industrial space, and will be sub-divided to provide units for

small and medium-sized companies and an incubator for 

start-up electronics companies.

The most popular industrial location within Midlothian is

Loanhead, due principally to the immediate access to Edinburgh

city by-pass. Both Pentland Industrial Estate and Bilston Glen

Industrial Estate are well-occupied and there has been a healthy

number of small to medium-sized units leased in the last six

months. For example, Kinnaird Property Co has leased Unit 1

Pentland Industrial Estate to Pentland Precision Engineering Ltd;

this 1,858 sq.m. (20,000 sq.ft.) building is approximately 30 years

old and the rental achieved was £32 per sq.m. (£3 per sq.ft.).

Prime rental levels achievable in Midlothian are between 

£48 - £59 per sq.m. (£4.50 - £5.50 per sq.ft.).

The industrial property market in Fife is far from buoyant.

However, Fife Warehousing has secured a first tenant at 

Francis Industrial Park at Kirkcaldy; Unit 1B totalling 652 sq.m.

(7,015 sq.ft.) has been let and a further unit is reportedly under

offer. Within Westwood Park, Glenrothes (the former Canon

factory) the landlords have secured their first tenant, CRC, who

took 6,500 sq.m. (70,000 sq.ft.) at a rental in the region of £32

per sq.m. (£3 per sq.ft.).

Glasgow

The Glasgow office market has remained in the doldrums 

over the last six months. Total take-up is 25,430 sq.m.

(273,735 sq.ft.). Combined with the previous six month period

this produces a below-average 12 month total of 56,655 sq.m.

(609,840 sq.ft.).

Transactions during the past six months include:

Address Size Occupier

191 West George 2,550 sq.m. (27,448 sq.ft.) KPMG
Street

Alhambra House, 1,268 sq.m. (13,649 sq.ft.) Scottish University
Waterloo Street for Industry

100 Bothwell Street 975 sq.m. (10,500 sq.ft.) Student Loans 
Company Ltd

Rose Street 846 sq.m. (9,107 sq.ft.) Glasgow Caledonian
University

1st Floor, 724 sq.m. (7,796 sq.ft.) Harper Macleod
Ca’d’oro Building and The Mall 

Corporation

180 West George 623 sq.m. (6,706 sq.ft.) Lloyds TSB
Street

180 St Vincent Street 542 sq.m. (5,834 sq.ft.) Yell

Scottish Enterprise reports increased inward relocation

enquiries and expansion prospects in 2004, primarily in the

contact/call centre sector for mid-rented properties. Recent

expansion announcements include increasing staff levels in

financial services at JP Morgan, esure, Morgan Stanley,Abbey and

Lloyds TSB.

There have been only two deals of any scale in Glasgow’s central

core over the last 12 months, Glasgow Housing Association

took c. 5,575 sq.m. (60,000 sq.ft.) for its HQ at Granite House,

Stockwell Street and KPMG secured 2,550 sq.m. (27,448 sq.ft.)

at 191 West George Street. Recent market activity has primarily

been from professional firms and other indigenous companies at

the smaller end of the market. Such local activity is expected to

continue to underpin the market in the short-term.

The increasing enquiry levels from larger, footloose companies

should manifest into increasing take-up over the next one to

two years. Activity should be further bolstered by the Scottish

Executive’s ongoing programme of decentralisation. In addition,

Glasgow has been identified as meeting the criteria in three of

six sector categories as an appropriate location for potential

relocation of central Government agency decentralisation from

London, under the Lyons Report.

Such activity will be a welcome boost for those developers who

have committed to development in and around the city centre.

Within the city centre IFSD (International Financial Services

East of Scotland

The industrial property market in East Central Scotland

continues to benefit from the strength of indigenous companies.

There is also a growing momentum for occupiers to purchase

property, a situation which few developers are currently able 

to exploit.

Within Edinburgh there have been very few industrial

transactions over the last six months.This is due mainly to lack

of availability of suitable premises rather than weak demand.

Land values - driven largely by residential and commercial

demand - have reached such a high level within the city that new

industrial development is simply not viable. The traditional

industrial areas of Edinburgh such as Sighthill (West Edinburgh)

are slowly reducing in size as ageing industrial buildings are

acquired for uses which generate higher land values, such as

offices or car showrooms. An example of this is the acquisition

for redevelopment of the former Field Packaging factory

complex on Sighthill Industrial Estate by FM Developments and

CALA, which was situated on a site area of approximately 

3.6 hectares (9 acres).

Nevertheless, industrial occupiers still target the west side of the

city to take advantage of access to Scotland’s other principal

cities and the motorway network. A two-tier market has

emerged where good quality industrial accommodation 

on the west side has stabilised at between £64 - £70 per sq.m.

(£6 - £6.50 per sq.ft.) and similar accommodation on the east

side achieves £54 - £59 per sq.m. (£5 - £5.50 per sq.ft.).

Recent deals include:

Address Size Occupier  

Bankhead Industrial  525 sq.m. Lothian and   
Estate, Sighthill (5,650 sq.ft.) Borders Police

Edinburgh Distribution  4,163 sq.m. Rank Hovis  
Park, Newbridge (44,817 sq.ft.)

Turnhouse Centre, 675 sq.m. Royal Mail 
Edinburgh International (7,267 sq.ft.)
Airport 

West Lothian, and Livingston in particular, is now the epicentre

of East Central Scotland’s industrial property market. Demand

for small to medium-sized accommodation has held constant

over the last six months with rental levels of between £37 - £54

per sq.m. (£3.50 - £5 per sq.ft.) being achieved.

In contrast to the West of Scotland, the distribution sector is

active. Highlander (Scotland) Ltd purchased the 5,574 sq.m.

(60,000 sq.ft.) former Mitsubishi distribution building on Todd
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Despite this encouraging activity in the industrial market,

developers remain unwilling to build speculatively. The market

has to rely on existing stock or design-and-build packages on

industrial estates in order to satisfy demand. Although market

demand has increased over the previous six months, rental

values have remained constant at £59 - £62 per sq.m.

(£5.50 - £5.75 per sq.ft.) for new-build warehousing and 

£107 - £113 per sq.m. (£10 - £10.50 per sq.ft.) for ancillary offices.

Scottish Shopping Centres

Location Zone A rate per sq.ft.

Aberdeen 162.50 

Airdrie 42 

Ayr 80

Braehead 185*

Clydebank 75 

Coatbridge 43 

Cumbernauld 49 

Dumfries 58 

Dundee 105 

Dunfermline 65

East Kilbride 130

Edinburgh 220 

Edinburgh (Gyle) 175 

Elgin 40 

Falkirk 88 

Galashiels 32 

Glasgow 220 

Glenrothes 57.50 

Greenock 72 

Hamilton 75

Inverness 115

Irvine 65 

Kilmarnock 55 

Kirkcaldy 55 

Livingston 86

Motherwell 48

Paisley 72

Perth 72.50

Stirling 105

St. Andrews 55

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

*Represents 80% of OMV with turnover provisions

Aberdeen

The Aberdeen industrial property market has been the subject

of considerable activity, with take–up 60% higher than that

achieved during the previous six months. Over the period, 44,020

sq.m. (473,832 sq.ft.) of industrial buildings has come off the

market in 57 separate properties. In particular, buildings in 

the 929 - 1,858 sq.m. bracket (10,000 - 20,000 sq.ft.) show a

four-fold increase in demand.

The more significant recent transactions are:

Address Size Occupier 

Broadfold Road, 1,650 sq.m. John Weir Group
Bridge of Don (17,746 sq.ft.) on (Purchase)

0.73 ha (1.81 acre) 

Farburn Terrace, Dyce 2,180 sq.m. Bond Helicopters
(23,468 sq.ft.) on (Lease)
0.67 ha (1.66 acre) 

Crawpeel Road, 1,999 sq.m. Odfjell Drilling UK
Altens (21,523 sq.ft.) on (Lease)

0.81 ha (2 acre)  

Despite increased market activity, supply of industrial space

remained unchanged from the previous six months, at 102,000

sq.m. of space (1.1m sq.ft.).

The price of a barrel of Brent Crude oil has reached $32.60
compared to $29.00 six months ago, with some economists
predicting a rise to as high as $40 per barrel. Meanwhile, Oilexco
from Calgary, Canada has received appraisal work on the
Brenda field in the outer Moray Firth, which is said to contain
150 million barrels of oil.The oil and gas industry is once again
in good heart and is now exporting its expertise to the lucrative
oil fields of Russia.The new independent firms which are taking
over maturing North Sea Fields may yet however have to
consider consolidation to achieve economies of scale.

Land supply has improved over the past six months as Altens

East (Esson Properties) and Peterseat, Altens (Forbes Homes)

are now both fully-serviced and available for development.

Despite the high cost of infrastructure, industrial land at

Cairnrobin and Dyce Airport West may also come on stream

due to pressure for development land. Industrial land supply in

Aberdeenshire has increased by 17% and it is anticipated that

the established land supply in Aberdeen City will rise

substantially under the new Aberdeen Local Plan.Work has also

started on Aberdeen City’s Western Peripheral Route, which

will be a major factor in shaping the future development of the

Aberdeen area.

(Re–based to 1996 to conform to new consumer prices index).
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lettings at Multrees Walk, including Sole Trader (223 sq.m./2,400

sq.ft.), Emporio Armani (420 sq.m./4,521 sq.ft.) and Reiss (420

sq.m./4,521 sq.ft.).

In Aberdeen, British Land and Land Securities have pooled the

Bon Accord Centre and St Nicholas Centre within the new

Scottish Retail Property Limited Partnership. Meanwhile, key

lettings within Hammerson / Stannifer’s Union Square

development include Next (3,716 sq.m./40,000 sq.ft.), Odeon

Cinema (proposed 8-screens) and TK Maxx. A further ten

lettings are reported to be in solicitors’ hands. Development of

the scheme requires relocation of a rail freight terminal.

Work is due to start on London & Regional Properties 32,515

sq.m. (350,000 sq.ft.) Antonine Shopping Centre, Cumbernauld
in May 2004 with a target opening date of Autumn 2005. The

scheme is sited to the south of the Cumbernauld Shopping

Centre and will be anchored by Tesco Extra (9,755 sq.m./

105,000 sq.ft.), Dunnes Stores (3,902 sq.m./42,000 sq.ft.) and 

H & M (1,394 sq.m./15,000 sq.ft.). Lettings are also reportedly

underway to Clinton Cards, JD Sports, Stylo Barratt, Birthdays

and Phones 4U.

In East Kilbride, the Scottish Retail Property Limited Partnership

combines Princes Mall, Olympia Arcade and Olympia Mall with

Plaza Mall and the recently-developed Centre West. Recent

transactions within Olympia Mall include Allsports’ relocation

from Princes Mall and Bodycare taking 325 sq.m. (3,500 sq.ft.)

within Centre West at a new Zone A rental of approximately

£130.There are a further six units under offer within both the

lower and upper malls of Centre West.

The most recent letting within the extension to the Eastgate

Centre, Inverness is to French Connection (232 sq.m./2,495

sq.ft.). Further units are under offer to Faith Footwear and Lunn

Poly. There are five units remaining within the lower mall of

Phase 2 and rentals of £110 per sq.ft. Zone A have been

achieved within Phase 1 of the Centre.

The Ryden retail rental index has grown by 1.2% since September

2003. This reflects rental growth at Braehead, East Kilbride,

Livingston and St Andrews, and rental falls in Dunfermline and

Aberdeen. Market conditions indicate that rental growth in the

short term will remain selective, particularly while concerns

continue over the sustainability of consumer spending.

New Industrial Supply and Take-upRetail Property

Sales over the Christmas period 2003 were down 0.2% on

2002, the worst performance for some time according to the

British Retail Consortium. It is likely that this figure may have

been weaker had retailers not provided early sales promotions

prior to Christmas. However, the majority of retailers had an

aggregate improvement when allied with the post

Christmas/January sales. Meanwhile, internet retail sales or 

“e-tailing” had its best Christmas period to date with a 30%

increase in food sales and 50% on non-food sales. Winning

product lines over the Christmas period included items such as

I-Pod, MP3 players and other electrical goods.

Expanding retailers include Courts, Carphone Warehouse,

Ann Summers, Ottakar’s and Ted Baker. Further expansion plans

are evident from Bon Marche, Peacocks, Ethel Austin, Clinton

Cards and Savers Health and Beauty.These retailers are keen to

capitalise on further expansion within sub-regional centres and

market towns. Meanwhile, Wm Morrison Supermarkets

announced its takeover of Safeway, launching the retailer into

the spotlight as a major player in the food sector.

Retail demand within Glasgow city centre remains strong and

includes second store requirements for Dunnes Stores and

Primark, and a relocation for a larger TK Maxx store. Next has

also made its requirement known for further expansion within

the city centre.

The Glasgow Fort Shopping Park has announced a letting to

SCS Furniture.The retailer opened as the first store within the

development in March 2004 and plans further, phased opening

from October 2004. The majority of occupiers hope to be

trading pre-Christmas 2004. It is understood that rentals range

from £270 to £540 per sq.m. (£25 to £50 per sq.ft.).

Braehead is to progress with Phase 2, to include a 12-screen

multiplex cinema, Xscape indoor ski store, bowling, leisure and

hotel and conferencing facilities. The shopping centre itself is

achieving rentals in the order of £230 per sq.ft. Zone A rentals

are set at 80% of ERV with turnover provision. This level has

been achieved at both lower and upper levels.The most recent

letting is to Cube Fashion within the former Bodycare unit on

the lower level.

Ocean Terminal, Edinburgh continues to attract further interest

from retailers with recent lettings to HMV (654 sq.m./7,044

sq.ft.), Gap (781 sq.m./8,407 sq.ft.) and Fat Face (133 sq.m./1,430

sq.ft.). In the city centre, following a slow start, there have been

take-up (000’s sq.ft.)
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Overview

The recently–announced IPD annual results for 2003 confirm

the total return for All UK Property as 10.9%. This compares

with 9.7% returns for 2002, 6.7% for 2001 and 10.5% for 2000.

The returns by property sector and relative to the other main

asset classes are as follows:-

The relatively stable performance of property year-on-year,

and out-performance over 3, 5 and 10 year periods,

continue to make commercial property investment an 

attractive proposition.

Investment performance in the last year has come from an initial

income return of 7% and capital growth of 3.9%. Flat 

or falling rental values have been offset by a downward yield

shift as equivalent yields across all properties fell from 7.6% 

to 7.3%.

The big story in the market at present is the weight of money

seeking investments. All sectors of investor - notably including

the institutional sector for the first time in recent years - have

unsatisfied demands for new purchases. 2003 was a year of net

dis-investment for the institutional sector, as geared investors

dominated the market.

The recent upward trend in finance costs has not been reflected

in rising yields; in fact, weight of money continues to push prices

up and yields down. That said, economic growth prospects

provide cause for a more positive outlook for rental income

growth, and property returns remain attractive when compared

to equities, cash and gilts.

Investment and Job Creation

The food and drink sector has been hit by several major

announcements in the last six months. Scottish and Newcastle 

is to close its plant in Edinburgh with the loss of 170 jobs.

In the Western Isles, 40 fish processing jobs are set to be lost

through redundancies at Wisco’s Stornoway factory. In Barrhead,

Nestlé Purina has announced the closure of its pet food factory

with the loss of 200 jobs as a consequence of changes in

consumer preferences and technological development.

In the electronics sector, Greenock-based Sanmina-SCI

announced 250 job losses, citing the global decline in the market

for computer products. Scotland’s manufacturing industry has

also been hit by a decision by safety syringe producer NMT

Group to cut 145 jobs at its Livingston factory following a slump

in advance orders.

On a brighter note, BAE Systems Avionics recently secured 

a major contract to supply the laser guidance system for the

new F35 joint strike fighter, safeguarding the jobs of over 

100 skilled workers in Edinburgh for the foreseeable future.

The call centre market has endured an eventful, but largely

positive, few months. Inland Revenue is to base its Tax Credit

division at West Lothian in the former Motorola factory, creating

500 jobs. In the Western Isles, 40 jobs are to be created in

Shawbost following a decision by the Department of Trade and

Industry to site Consumer Direct on Lewis. Expansions of

existing call centres have created 200 jobs at Thomas Cook’s

Larbert-based centre and 400 jobs at RHL’s Ibrox call centre.

Telecoms company Thus announced the creation of 250 jobs in

its Glasgow call centre after securing several new contracts.

However, British Airways recently announced the closure of its

Glasgow call centre with the loss of 350 jobs, while 118866 Ltd,

the directory enquiries service, announced the loss of 100 jobs

from its Dumfries call centre.

In the transport sector, Ryanair is to create 200 new jobs at

Prestwick airport setting up a maintenance facility for the

airline’s new fleet. In Erskine, AA announced the closure of 

its office following a property review.

The financial services sector has endured a mixed few months.

Insurance firm Standard Life announced plans to cut 1,000 jobs

across the UK by the end of 2004, with around 880 jobs

expected to be lost in Edinburgh, following 90 jobs cut from its

Edinburgh sales team. Abbey recently decided to close its two

offices in Edinburgh and move 900 jobs to Glasgow, but also

made 100 redundancies in Glasgow following an outsourcing

deal. Meanwhile, American Life, a US insurance giant and

subsidiary of AIG, is intending to create 200 jobs in Scotland

with the formation of a new direct sales force.

Summary

Although the UK is performing favourably in comparison 

to other industrialised nations, slow global growth has taken 

its toll on manufacturing in general and the electronics sector 

in particular.

Revised growth figures for Scotland indicate economic

expansion. However, the number of people in work has

decreased, in contrast to the UK as a whole, and the Scottish

claimant count rate remains higher. New business starts are

broadly constant, although close to the rate of business failures.

The basis for continued economic recovery in 2004 is in place.

Net exports and investment should take the impetus off

consumption and Government spending, which have been the

key drivers of the economy in 2003.As a result, UK and Scottish

growth rates are expected to converge.
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The continued strength of the consumer economy has pushed

retail property to the top of the IPD index for 2003, with a total

return of 15.5%. The figure for Scotland is 15.4%. Most 

of the retail performance has come from yield shift leading to

capital growth, although in contrast to the office and industrial

sectors rental growth remains positive. There has been strong

demand for retail investments across all sectors from High

Street to retail warehouse parks and shopping centres.

Recent retail property investment deals include:

Address Property Transaction  

Airdrie Retail Park 10 unit park with Acquired by
open A1 consent, Morley for
anchored by Wickes, £16.575m (6.36%)
producing £1.114m pa 

Forge Shopping Centre Tenants include Acquired by
Asda/Walmart Portfolio Holdings

for £95m (c. 6%)  

11-15 Gordon Retail unit let to Acquired by
Street, Glasgow Thomas Cook at an Irish investor

£130 Zone A for £4.3m (5.6%)

118 Princes Street Retail units let to Acquired by
and 2/6 Castle Street, Burger King at Family Trust 
Edinburgh £205 Zone A with for c. £10.5m (6%)

5 years unexpired,
and High and Mighty

Omni, Greenside Place, Leisure development Acquired by
Edinburgh comprising multi-screen Tonstate Group

cinema, health club and for c. £74.25m 
restaurant/bars (6.5%)

Upward movements in interest rates are however expected to

dampen consumer demand and thus retail performance over

the short term.
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UK Economy

According to revised estimates of GDP published by the Office

for National Statistics (ONS), growth in output improved during

the fourth quarter of 2003, to 0.9%. Output from the

production industries fell by 0.1%, while service industry output

increased by 1.0%. Over the whole of 2003, GDP rose by 2.8%.

In February 2004, the Government’s target measure of inflation

(CPI) stood at 1.3%, down from 1.4% in January. The UK’s

inflation rate has been one of the lowest in the EU since the

beginning of 2000.

During the three months to January 2004 employment rose 

to 74.8% of the working-age population. ILO unemployment fell

compared with the same period in 2003, while the

unemployment claimant count rate of 2.9% was also down by

0.2% on the same time last year.

The UK’s balance in goods and services in January 2004 reached

a record deficit of £4.6 billion, up from £3.1 billion 

in December 2003. The deficit on trade in goods stood at 

£5.6 billion in January, compared to a surplus on trade in

services of £1.0 billion.

Scottish Economy

Provisional estimates published by the Scottish Executive on 

a revised basis indicate GDP increased by 0.3% in the third

quarter of 2003 and by 2.1% over 12 months. Within this broad

growth, service sector output increased by 3.5%, manufacturing

output decreased by 3.9% and the construction sector grew 

by 4.4%.

According to the Oil and Gas Index published by the 

Royal Bank of Scotland, average daily oil production in the 

12 months to December 2003 was 1.0% up on the previous

month, but 12.6% down on December 2002. OPEC met in

February and decided to cut oil production quotas to curb

possible over-production during the summer season. The 

rate of growth of gas production fell marginally on the previous

month, but increased (+4.2%) on the same period 

a year earlier.

Tourist numbers and visitor expenditure both improved during

2003 and benefits are set to trickle down into improvements for

the retail, hotel and catering sectors.

The Fraser of Allander Institute predicts Scottish GDP will grow

by 2.1% in 2004 and 2.3% in 2005. Manufacturing growth 

has been revised down to a 1.4% increase in 2004 

and 1.9% increase in 2005. Service sector growth in 2004 is

expected to be 2.5%, followed by 2.4% in 2005 as commerce,

banking and other business services drive expansion.

Employment and Unemployment

ONS data for the twelve months to January 2004 indicates that

the Scottish employment rate decreased slightly, by -0.4% over

12 months.The unemployment rate levelled off to 3.6%.

Aberdeenshire and East Dunbartonshire have unemployment

rates well below the Scottish average, at 1.5% and 1.8%

respectively. Inverclyde (5.6%), North Ayrshire (5.3%) and

Glasgow City as well as West Dunbartonshire (both 4.9%)

remain comparatively high, although not in historic terms.

Forecasts from the Fraser of Allander Institute suggest that

employment in Scotland will increase by 47,900 over the coming

year and subsequently by 42,800 in 2005.The majority of these

jobs are expected to be in the service sector, with only around

10% in the manufacturing sector.

Business Start-ups and Failures

Figures published by the Committee of Scottish Clearing Banks

(CSCB) - based on business accounts opened - show that the

number of new businesses established in Scotland during the

year ending December 2003 totalled 21,468, 16% higher than

the 2002 figure. The majority of new businesses in 2003 (49%)

were in the real estate, renting and other business sector. The

majority of start-ups in 2003 were in the large urban centres of

Edinburgh City (2,456) and Glasgow City (2,390).

Grant Thornton’s recent analysis revealed Scottish business

failures fell by 20% in 2003, however the rate is still at its second

highest level in ten years. Despite recording a 13% fall in the

business failure rate, Glasgow still experienced far more business

failures relative to the rest of the country. The Scottish hotel

industry gained, whilst the construction sector failed to show

any improvement from the previous year.

Offices

In contrast to the consumer-led retail sector, the office market

has been adversely affected by the stock market downturn and

subsequent low levels of business investment and corporate

profits. London and the South East have been most badly

affected and overall UK office figures reflect heavy weighting in

this sector.The UK annual IPD total return for 2003 for offices

is 3.2%, and for Scotland 7.5%.

Unlike other sectors, there has been no yield shift and the total

return reflects income return, less marginally negative rental

growth.Anecdotal evidence from the market suggests that yields

may have fallen recently, albeit to a lesser extent than in other

sectors, although a number of deals reflect enhancement from

underlying land values related to the residential sector.

Recent office property investment deals include:

Address Property Transaction  

1/5 Albyn Place, A 3,066 sq.m. Acquired by
Aberdeen (33,000 sq.ft.) modern private property

office let to Royal company for
Bank of Scotland c. £8.5m (6.9%)
and Aberdeen Asset 
Management  

Clarendon House, A 3,252 sq.m. Acquired by
114/116 George (35,000 sq.ft.) an Irish investor
Street, Edinburgh modern office for £13.65m (6.23%)

let to the Secretary
of State for the
Environment 

125 St Vincent 2,973 sq.m. Acquired by
Street, Glasgow (32,000 sq.ft.) City Site Estates

let to AON for c. £5m (8%)
Insurance. Potential
refurbishment/
redevelopment

Office yields should now be judged as high relative to other

sectors and may offer some interesting buying opportunities.

The expectation of sustained recovery in the business economy

would have a positive effect and high levels of government

spending are providing the offices sector with significant

occupier demand.

Industrial

Industrial property, weighted towards consumer-led distribution

rather than manufacturing, produced a total return on the annual

IPD figures of 11.3% for the UK and 11.9% for Scotland. Income

yields remain relatively high at 7.9% and capital growth continues

as yields maintain their downward trend.

The relatively high initial income available on industrial property

investments continues to attract new money, including a

significant number of institutional investors who are seeking to

increase the running yields within their portfolios. In the principal

centres the potential for change of use to higher value land uses

adds interest to this sector.

Recent industrial property investment deals include:

Address Property Transaction  

Souterhead Industrial Multi-let estate of 24 Acquired by 
Estate, Altens units let to local/ Royal Land Asset

national companies, Management
as part of a
portfolio for
c. £3m (8%)

Securicor Omega Distribution warehouse Acquired by
Express, Eurocentral let for a further Prudential for

17 years  £5.25m (7.75%)

Ebury Portfolio Six estates Acquired by
throughout the Highcross for
Central belt £8.8m (9.35%)

The weight of money fuelling capital values suggests industrial

property performance will be maintained, despite a relatively

weak occupier market.

Market Prospects

Supply of property investment stock is limited and demand is

significant. Competition among debt buyers and cash rich private

investors is heightened by the return of the institutions to the

market place. Consequently, despite two quarter-point increases

in the base rate and a rise in the cost of 5 and 10 year money,

yields have not risen.

The growth of retail funds should maintain the weight of money

seeking to enter the market. Re-alignment of target returns

allied to projections of rental growth should maintain

institutional demand and keep downward pressure on prime

yields. The prospect of REITS and property derivatives suggest

that property will continue to be popular in the longer term. A

downward shift in yields may also occur for shorter term let

stock, as investors seek income return.
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