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A broader range of occupiers, growing rents and increasing developer confidence show that Liverpool is
maturing into a major regional office market.
•

Total city centre office take-up in 2006 was 405,284 sq ft, a figure in line with the medium-term trend.

•

Liverpool has cemented its position as a major regional office hub and is now experiencing demand
from a wider range of corporate and professional occupiers.

•

Despite substantial take-up from some government departments, the private sector continues to
dominate the office market accounting for 79 per cent of all office space let in 2006.

•

The financial services sector is one of the fastest growing sources of demand for Liverpool office space:
up from 10 per cent in 2005 to 14 per cent in 2006.

•

A pause in the supply of newly-built office space during 2006 acted as a break on take-up – but helped
to nudge prime rents up to a peak of £20 per sq ft.

•

In excess of £200 million was spent on prime city centre office investment.

•

Prime investment yields have achieved new record levels with transactions showing yields hardening
to 5 per cent and a record 4.76 per cent being achieved.
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OFFICE TAKE-UP FOR 2006
Total office take-up of 405,284 sq ft represents a return to the medium-term trend
for Liverpool’s office market after a record-breaking 2005, which was an exceptional
year largely because of the 130,000 sq ft letting to Hill Dickinson.
During 2006 Liverpool showed the strength-in-depth of its office market, recording
a 16 per cent increase in the number of deals between 5000 and 15000 sq ft
compared with 2005. During the year deals in this size band accounted for 20.9 per
cent of all space let.
A pause in the supply of new space until 20 Chapel Street came on stream late in
the year enabled the second-hand market to take up the slack, particularly the
better quality refurbished stock and helped to nudge prime rents for new Grade A
space up to a new headline £20 per sq ft. Deals in second-hand space accounted
for 89.5 per cent of take-up, a steep rise from 53 per cent in 2005.
Occupational patterns established over the last four years now appear to be firmly
entrenched: in particular, whilst the public sector remains important in the Liverpool
city centre office market, it is very far from dominant. Just 21 per cent of office space
was let to the public sector in 2006.
Whilst demand from professionals – who dominated the market in 2005 – took a
holiday in 2006 other sectors came to the fore. An expanding financial services
sector played its part: the sector’s take-up grew in real terms from 50,620 sq ft to
56,952 sq ft, and rose as a proportion of take up from 10 per cent to 14.1 per cent.
Simultaneously, 2006 saw a significant surge in demand from the broad spectrum
of occupiers outside the professional, financial and public sectors and categorised
as “other”. This portmanteau category – which embraces manufacturing,
distribution, and major corporate occupiers – now accounts for 28 per cent of all
floorspace let in the calendar year (115,099 sq ft), almost double the 14.8 per cent
share reported in 2005 (73,700 sq ft). This is a clear sign of the growing breadth
of the Liverpool economy.
Whilst the office market deepened to the extent that the take-up of second-hand
space grew from 265,000 sq ft in 2005 to 363,000 sq ft in 2006, this was not matched
by growth in the take-up of new space. A lack of supply was to blame, depressing
take-up in those sectors with the heaviest reliance on new office space, not least the
professionals. Thus in 2006 professionals accounted for 31 per cent of floorspace let
compared to more than 50 per cent in 2005.
Aggressive expansion by the Home Office – a nationwide phenomenon – helped to
boost public sector take-up in Liverpool during 2006 as the city claimed its share of
the growing government portfolio. The consequence was that in 2006 public sector
take-up accounted for 21 per cent of total floorspace (85,000 sq ft), compared with
15 per cent in 2005 (74,700 sq ft). However, public sector take-up for 2006 is lower
than in 2003 (25.4 per cent) and 2004 (22.2 per cent) and the downward trend in
reliance on the public sector is well established.
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PROFESSIONAL
PUBLIC SECTOR
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125,740 sq ft
84,862 sq ft
115,099 sq ft
56,952 sq ft
11,992 sq ft
10,639 sq ft

TOTAL TAKEUP

405,284 sq ft
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TAKE UP BY GRADE
A = 42,452 sq ft
B = 333,026 sq ft
C = 29,806 sq ft
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OFFICE TAKE-UP TRENDS
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Total office take-up in Liverpool since the millennium has fluctuated within a surprisingly narrow range:
this year’s total of 405,284 sq ft is broadly in line with the five year average of 423,000 sq ft.
The take-up of newly-built office space has, however, been more variable, ranging from as little as 64,000 sq ft
in 2002 to 233,000 sq ft in 2005. Such extreme variations in take-up can be traced to the development cycle.
It is noticeable that the years in which Liverpool’s total office take-up reaches its peaks are those years
(2003 and 2005) in which the supply of new office space is at its highest. In 2006 the availability of newly-built
office space fell to 200,000 sq ft of which 42,452 sq ft was taken up during the year.
The medium-term projected supply pipeline will however provide around 200,000 sq ft of new office space in
both 2008 and 2009, and around 400,000 sq ft in 2010. Meanwhile the completed development at 20 Chapel
Street (150,000 sq ft) and St. Paul’s Square Phase 2 (133,000 sq ft) due to complete in spring 2008 can be
expected to soak up demand for new space in 2007. Both buildings are reporting strong interest.
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RENTAL TRENDS
The increase in the provision of Grade A space in the period 2003 to 2005 has helped to ensure a
measured and sustainable rise in rental values, increasing from £16 in 2003 to £18 in 2005.
In a series of deals agreed as 2006 closed Liverpool’s headline office rents reached a new peak of
£20 a sq ft for newly-built Grade A space.
Rents in the secondary market have also increased, rising from an average £12.50 per sq ft in 2005
to £14.50 per sq ft, for Grade B refurbished suites above 5,000 sq ft.
The improving choice and availability of good quality Grade B space in 2007 is likely to lead to further
rental growth in this area of the market.
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TAKE-UP BY TYPE OF OFFICE
With the supply of newly-built office space limited, 2006 was the year in which good quality second hand space
came into its own.
Landlords and developers spent 2005 and 2006 investing heavily in improving Liverpool’s building stock, with post
war buildings receiving imaginative attention. They were therefore well placed to take advantage of the relative
scarcity of newly-completed buildings in 2006.
The result was a dramatic shift in the balance of the market. Grade B office space – which includes good quality
refurbished buildings – accounted for a modest 35 per cent of floorspace take-up in 2005. In contrast during 2006
the figure mushroomed to 82 per cent, accounting for all but 14 of the deals recorded in 2006, and claiming the
largest deal of the year in the form of a 52,900 sq ft letting to John Moores University at Kingsway House.
Such was the strength of the quality refurbished office market that the city’s Grade C office stock – which
accounted for around one-sixth of the entire Liverpool take-up in 2004 and 2005 – saw its share of the market
halve, plunging to just 7.4 per cent.
Liverpool’s fine heritage of older and period buildings continues to play a central role in supporting a diverse
economic base. Pre-war buildings scooped 30.3 per cent of all space in 2006 – much of it to creative/media,
training enterprises and smaller local businesses.
The Liverpool office market seems to have settled into a stable pattern in which 15 to 20 big deals averaging
around 20,000 sq ft account for about three-quarters of all office take-up. In 2006 just 20 per cent of deals
recorded were above 5,000 sq ft, accounting for 74 per cent of all space let.
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0-1,000
1,000-2,500
2,500-5,000
5,000-10,000
10,000-20,000
20,000+

21 transactions totalling 14,605 sq ft
26 transactions totalling 43,270 sq ft
20 transactions totalling 69,329 sq ft
13 transactions totalling 91,890 sq ft
4 transactions totalling 56,272 sq ft
2 transactions totalling 60,025 sq ft
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2,500-5,000
5,000-10,000
10,000-20,000
20,000+

12 transactions totalling 9,882 sq ft
39 transactions totalling 58,318 sq ft
18 transactions totalling 64,668 sq ft
6 transactions totalling 45,084 sq ft
8 transactions totalling 104,018 sq ft
4 transactions totalling 216,421 sq ft
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1,000-2,500
2,500-5,000
5,000-10,000
10,000-20,000
20,000+

27 transactions totalling 15,745 sq ft
32 transactions totalling 46,134 sq ft
9 transactions totalling 32,028 sq ft
8 transactions totalling 62,481 sq ft
2 transactions totalling 22,151 sq ft
7 transactions totalling 226,745 sq ft

TOTAL

86 transactions totalling 335,392 sq ft

TOTAL

86 transactions totalling 498,391 sq ft

TOTAL

86 transactions totalling 405,284 sq ft

7.3% 10.5%
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20.2%

19.1%

48.4%
35.6%
82.2%

60.7%
DEALS BY GRADE
A
B
C

9 transactions totalling 67,741 sq ft
48 transactions totalling 203,504 sq ft
29 transactions totalling 64,147 sq ft

TOTAL 86 transactions totalling 335,392 sq ft

DEALS BY GRADE
A
B
C

10 transactions totalling 241,052 sq ft
59 transactions totalling 177,575 sq ft
18 transactions totalling 79,764 sq ft

TOTAL 86 transactions totalling 498,391 sq ft

DEALS BY GRADE
A
B
C

2 transactions totalling 42,452 sq ft
71 transactions totalling 333,026 sq ft
12 transactions totalling 29,806 sq ft

TOTAL 85 transactions totalling 405,284 sq ft
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TAKE-UP BY SECTOR
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During 2006 the city office market reflected a broader and more
balanced economic picture than in 2005 when an unusually high 61 per
cent of the office take-up was accounted for by the professional and
financial services sector.
In 2006 the market was divided roughly between three occupational
clusters: professional and financial, ‘others’ including distributors
and corporate occupiers, and the public sector.
One of the surest measures of a rapidly-maturing local economy
is growth in the financial services, recruitment consultancy and
distribution sectors – three areas which underlie most economic
activity. All three performed well in Liverpool in 2006.
Liverpool’s financial services sector grew steadily during the last twelve
months, and accounted for 14.1 per cent of all floorspace let. Banks,
insurers and specialist intermediaries signed up for nearly 57,000 sq ft of
office floorspace, representing real growth on 2005’s total of 50,620 sq ft.
2006 saw strong office take-up by both recruitment consultants and
distributors, playing a central part of the surge in take-up by the
portmanteau category of “other occupiers” which includes major
companies, manufacturers and education and which grew rapidly
during 2006.
Take-up by the “others” soared both in real terms, and as a proportion
of the city’s office floorspace let. They now account for 28 per cent of
total take-up, compared with just 14.8 per cent in 2005. The total let to
“others” rose from 74,000 sq ft in 2005 to 115,099 sq ft in 2006.
Distributors - led by Maersk, who signed up for 20,250 sq ft at
Bruntwood’s Plaza – accounted for 6 per cent of total office take-up in
Liverpool in 2006. This is significantly higher than either the creative/
media sector at 3 per cent, or training at 2.6 per cent. Recruitment
consultants accounted for 5,500 sq ft office take-up. As the year closed
a series of deals were in solicitors hands which together suggested that
professionals would make a return to the market in 2007.
Although the long term trend is for a reduction in the influence of the
public sector it remains important. Three Home Office deals – 36,000 sq ft
at Shepborough Development’s City Square and two other lettings of
35,000 sq ft and 9,000 sq ft at Bruntwood’s Plaza – meant the policy
decisions of one single department had a disproportionate affect on
the Liverpool office market in a year in which the professionals were
relatively inactive. The Home Office, always a substantial occupier in
the city, accounted for 20 per cent of the city’s office take-up in 2006.
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OTHER
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CREATIVE/IT/MEDIA
TRAINING

18 transactions totalling 94,072 sq ft
9 transactions totalling 74,553 sq ft
28 transactions totalling 72,716 sq ft
4 transactions totalling 29,088 sq ft
10 transactions totalling 25,250 sq ft
17 transactions totalling 39,712 sq ft

TOTAL TAKEUP

86 transactions totalling 335,392 sq ft
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PROFESSIONAL
PUBLIC SECTOR
OTHER
FINANCIAL/BANKING
CREATIVE/IT/MEDIA
TRAINING

38 transactions totalling 257,470 sq ft
10 transactions totalling 74,348 sq ft
19 transactions totalling 73,673 sq ft
7 transactions totalling 50,620 sq ft
7 transactions totalling 27,630 sq ft
6 transactions totalling 14,650 sq ft

TOTAL TAKEUP

87 transactions totalling 498,391 sq ft
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DEALS BY SECTOR (%)
PROFESSIONAL
PUBLIC SECTOR
OTHER
FINANCIAL/BANKING
CREATIVE/IT/MEDIA
TRAINING

27 transactions totalling 125,740 sq ft
5 transactions totalling 84,862 sq ft
24 transactions totalling 115,099 sq ft
10 transactions totalling 56,952 sq ft
12 transactions totalling 11,992 sq ft
8 transactions totalling 10,639 sq ft

TOTAL TAKEUP

86 transactions totalling 405,284 sq ft

INVESTMENT MARKET
Steady rental growth, sustained occupier demand, competition among investors and limited supply have combined
to force yields down – and capital values up – in the rapidly maturing city centre office investment market.
During 2006 a large and growing pool of investors competed with one another to buy highly-prized lots with over
£200m being spent on prime City Centre investments.
Yields fell during 2006 with Beetham’s 101 Old Hall Street selling to Henderson Warburg for £39m, a net initial
yield of 5 per cent.
But by December yields had dipped again. With lettings to the government under their belt the owners of City
Square, Tithebarn Street, decided to place their building on the market. It is understood that a sale has been agreed
with London & Capital reflecting a net initial yield of 4.7 per cent.

MERSEYSIDE PROPERTY INVESTMENT YIELDS 2002-2006
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COMMERCIAL DISTRICT PARTNERSHIP
Reflecting the growing levels of activity and confidence in Liverpool’s Commercial office market, a group of
investors, developers and occupiers in the Old Hall Street area of the commercial district have established a formal
Partnership aimed at ensuring high levels of management of public spaces, security and public transport services
in and to the area, and in promoting Liverpool’s Commercial District as a location for new investment.
www.liverpoolcdp.com

SOURCES
Statistics are based on original research by the Merseyside Property Forum supported by Liverpool Vision with the
co-operation of Irving Rice, Hitchcock Wright & Partners, Keppie Massie and Mason Owen & Partners. All figures
relate to the central business district.
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