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Next year, 2020, 
opportunities for CAT B  
fit out or CAT A 
refurbishment will 
experience an artificial 
positive blip due to the 
significant supply & 
demand disconnection and 
Brexit bounce. 
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This summary is the MCM overview of the current state of the 
London market and our forecast for 2020. We have reviewed the 
London commercial office and occupier real estate market at the 
end of Q3 2019 and based upon our research, we have made a few 
predictions for the coming year 2020. 

To make a meaningful overview of the market, our research and 
analysis has been focused largely on greater London. The reason 
for this is that the London market drives much of the UK market.  
Much of our business is derived from occupiers moving offices or 
landlords refurbishing commercial offices and the decision makers 
are mostly in London even if our projects are across the UK and 
EMEA. 

We have also looked at the major issues and challenges that our 
clients tell us really matter. What is making their businesses thrive 
and what is keeping their people happy and motivated. 

Finally, we have looked at the greater economic indicators beyond 
just real estate data. The big picture and global influences to 
watch out for. 

Introduction.
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Supply and demand disconnection. 

There will be a dramatic dip in the supply of new 
office space by end of 2022 (11.4 m ft2 under 
construction now, however 59% prelet and no major 
new construction in the pipeline beyond 2022– 
CBRE) triggering rental increases in 2020/21. 

The positive blip.

The London market for corporate office occupiers 
will undergo a slight artificial positive blip in 
take up, as occupiers commit early to avoid 
rental increases and lack of supply and the Brexit 
bounce factor of organisations finally making 
moves with more confidence after the agreement 
(assuming it happens). We think volumes may 
exceed 12million ft2 (Q3 2019 is 9.23 m ft2 CBRE). 
Our view is this is a blip not a trend upwards. 

Second-hand space focus. 

The refurbishment or repositioning of second-hand 
stock will be a primary focus for landlords as the 
demand will increase for second-hand space and 
competition increases. More discerning occupiers 
will demand high quality space, amenities and 
services in re-imagined buildings (Carter Jonas).

The investment market will pick up.  

After a very poor 2019 (lowest value of 
investment deals since 2012- Savills) despite 
the low value of the pound. This will create 
more refurbishment opportunities as landlords 
seek to add value to their new investments. 

Flexi/Co-working take up will continue in 
2020 at about same rate as 2019 approx. 2m ft2 per 
annum. London has over 400 operators and over 
1000 sites making up over 13m ft2 of space or 5% of 
all leased space in London (Colliers). However, the 
market is not saturated yet according to operators 
and new operators are still entering for the first time. 
The bad news is that these operators generally do 
not create work for a wide range of consultants, 
agents, project managers or contractors as they have 
in house teams or a limited number of advisors. 

Our forecast.

Environmental and sustainability 
concerns are back. 

Occupiers, landlords and the public have returned 
this topic to very high on the agenda and this 
time it’s not just green wash. We believe genuine 
greater value will be achieved in responsible 
buildings as demand increases from all parties. 
We also know it will influence our own behaviours 
and the designs we create for our clients. 

People matter… finally. 

Health, mindfulness and happiness.  Our industry has 
a responsibility to realise that what we create effects 
people’s health and wellbeing in a great positive way 
and potentially in a negative way. Our clients and co-
professionals are upping their game and so will we. 

Big picture issues that are more likely to 
affect us in a dramatic way than Brexit:

 – China – USA trade war

 – Austerity in Germany, potential 
German recession

 – Trump returns- double edge sword… not 
liked in UK but will stabilise USA economy

 – House prices falling (fastest in 10 
years) early recession signs?

 – Interest rates low .75% (BofE) 
keeping consumers positive 

 – Limited room for monetary boost from 
BofE with such low interest rates

 – Employment levels at almost record highs 
75.9% (Office for National Statistics) 

 – Exchange rate low =$1.29, property cheap?
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Next year, 2020, opportunities for CAT B fit out or CAT A 
refurbishment will experience an artificial positive blip due to the 
significant supply & demand disconnection and Brexit bounce. 
The years following may see a continuation of that pattern, but 
it will take some stabilising of global issues such as China – USA 
trade war and agreeing Brexit.  We also think it is important 
for developers to achieve additional pre-lets to stimulate new 
developments and bring balance to supply and demand. If supply 
stays well behind demand, then the motivation for occupiers to 
relocate weans even with a lease break and the CAT B market will 
flatten. 

We are in the longest continuous period of real estate economic 
growth (since 2008) for decades and many pundits feel we are due 
a correction. Let’s hope it is many years away. 

And finally…



8 MCM | Market Predictions Q3 2019

U

Realising the power of design to 
inspire and transform; releasing 
the potential of people wherever 
they are.

Integrated, award-winning, global. 
We’re a design consultancy of 
workplace strategists, thinkers, 
designers, writers, architects, 
opinion-leaders and behavioural 
change specialists who re-imagine 
buildings and spaces that transform 
the way we live and work.  
Explore what we do. 

www.mcm-uk.com

71 Hopton Street, London,  
SE1 9LR, UK 
T +44 (0)20 7902 0900  
www.mcm-uk.com  
hello@mcm-uk.com

@mcm_uk
@mcm-uk
@designedbymcm

This publication contains general information only. This publication is not a substitute for 
professional advice or services, nor should it be used as a basis for any decision or action that 
may affect your finances or your business. Before making any decision or taking any action 
that may affect your finances or your business, you should consult a qualified professional 
adviser. MCM shall not be responsible for any loss whatsoever sustained by any person who 
relies on this publication.


