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Bristol office market working hard to adjust to the “new normal”

“May you live in interesting times” goes the ancient Chinese expression; and certainly the
Bristol office market has seen some recent tumultuous — even chaotic times. But what are
the implications for office occupiers and landlords?

There are two main strands to this half-yearly report. One focuses on the bigger deals, and
what they tell us about demand and the sort of terms now being agreed.

Then it looks at how the pandemic has turbocharged agile working: a trend which was already
changing the face of the occupational market but which is now be firmly on the agenda of
every business looking to increase productivity and reduce overheads.

Major deals in Q1
Unsurprisingly, it has been a stereotypical “half of two halves”. Q1 started with a bang,
sentiment boosted by the certainty injected into the market by the General Election. Some

219,420 sq ft were let across 30 deals in the city centre — up on the five-year average and well
ahead of the start for 2019.

The second quarter, in stark contrast, saw transactions totalling just 52,934 sq ft.
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A few big deals, of course, can skew the statistics, and 2020 was dominated by the 200,000
sq ft taken by BT. It’s very unlikely to see anything of that ilk in H2, so expect the annual total
to be down on 2019. As this goes to press, some 60,000 to 90,000 sq ft is under offer.
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Easily the biggest deal struck in Q1 and 2020 to date was Osborne Clarke taking 73,991 sq ft
in a pre-let out of the 116,000 sq ft available at The Halo. Before choosing Halo, Osborne
Clarke carried out an extensive consultation to ensure any new office would meet the needs
of its people — an indication of how the business space market is evolving, and a topic picked

up on later.

Sanlam Life & Pensions Ltd were the second biggest deal, taking 20,365 sq ft at One Temple
Quay at £27.50psf, followed by NMI / Call Credit acquiring 16,377 sq ft at Programme at
£25.00 psf and WSP taking 15,250 sq ft at Kings Orchard at £21.50 psf.

One Temple Square The Programme Kings Orchard

Q2 deals

The largest deal in a more subdued Q2 was the Secretary of State agreeing terms on 27,000
sq ft at 123 Winterstoke Road. But it was two slightly smaller transactions which highlight the
volatility in the property market.
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London-based tech company Chiaro were looking to acquire space towards the end of 2019,
and an offer was agreed in January on 10,850 sq ft at £23.50 psf at One, Brunswick Square.
The terms included a nine-month rent free period.

One Brunswick Square

In the wake of Covid-19, they sort better terms to ease the pain of the crisis and agreed an
increase to 14-months rent free reflecting the landlord’s willingness to get a tenant secured
in larger space in what is proving to be very uncertain times.

Bristol City Centre Prime Rents
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Similarly, ahead of 2020, Legal 500 firm Ashfords were looking to acquire 14,000 sq ft at The
Generator because of an impending lease expiry at Tower Wharf. When Castleforge stepped
in and brought the building for serviced offices, Ashfords therefore needed to find alternative
space, and having agreed a short lease extension they choose the top two floors of Assembly
Bristol.
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Rents plateau as incentives grow

BRISTOL CITY CENTRE INCENTIVES
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Then, just before that deal could be concluded, BT took the entire building, but fortunately
an opportunity arose to negotiate an expansion within the remodelled Tower Wharf to take
19,081 sq ft across two refurbished floors. The rent negotiated - £28.00 psf — reflected similar
terms as agreed at Tower Wharf 12 months previously.

Out of Town

Take up in North Bristol continued to lack behind the five-year average of 244,695 sq ft with
just 39,902 sq ft completing in Q2 2020.

With noises coming out of London that the Regions will prove more popular in the months
and years ahead and with the avoidance of public transport, will the out of town market with
its significantly greater car parking capacities and natural ventilation fuel a greater demand?
Certainly CEG with their scheme on Aztec West 1000 believe so, as does YTL at Brabazon...
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Bristol Out of Town Take Up (grade)
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An agile future

Ahead of the pandemic, the property market had been moving inexorably towards a more
“agile” or “smart working” future. Along with the increasing popularity of co-working space
and the “core and flex” approach of bigger businesses, has seen traditional occupiers looking
hard at their working practices to reduce overheads.

Just a few years ago, a formula of 100 sq ft per employee applied, with everyone having their
own desk. Now 80 sq ft is pretty much the standard calculation, although tenants will also
look to have more communal areas and “huddle spaces” where all-important collaboration
and chance conversations can take place.

Enabling this trend has been an increasingly relaxed attitude towards flexible working:
employers no longer see “presenteeism” as vital to assess a person’s value. The creative
sector’s way of working — at home, in cafes, or on a park bench — is spreading to other
professions, and employers judge their staff more on outputs and team KPIs.

Working patterns such as flexi-time, part-time, annualized hours or compressing the working
week into fewer days also allows them to take on staff that might otherwise find it hard to do
the 9-5 commute — including those with care responsibilities or mobility issues — as well as fit
staffing round peaks and troughs.

So, what does this mean to landlords and occupiers?

The pandemic has demonstrated to any remaining reluctant employer that remote working
can be made to work in many (if not all) sectors and jobs.
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Longer term this will mean occupiers taking less desk space overall, although they will also be
wanting more communal space facilities to encourage staff into the office.

But there are caveats. The lockdown has demonstrated that — yes, businesses can work
remotely, but it needs the technology in place and it won’t work for everyone. At one end of
the scale senior people have struggled to keep in touch from their houses in the country
because of poor Internet and mobile connectivity. Equally, many trying to work from home
don't have a spare room to do so, or have a partner trying to share the same space...

Then there’s the mental health aspect of working connected only by a video screen. Many —
especially those coming up through a company —rely on learning from colleagues. And what
will happen to the all-important social networking that provided a platform for the current
generation of senior management?

So what can be learnt so far...

e Drill down into the working practices and team structures of each business, looking
for the optimum way to make the office space work for them.

e Seek out the property that will fit the business purposes as far into the future as can
realistically be envisioned... flexible space, both physically and contractually which
allows both business and premises to evolve together.

All this means that landlords, developers and investors need to be “agile” too. Lengthy leases
are not what will attract tenants, but a flexible approach that can be reflected in the terms
negotiated.

Companies today can suddenly find themselves mushrooming. Equally, the contract-driven
way business work means space requirements can suddenly change. Subletting, core and flex
within a building, a mix of serviced offices and grow-on space... this is the agile future that will
help businesses grow and landlords flourish.

For further information please contact;

Phil Morton MRICS
DIRECTOR
phil@mortonpc.co.uk
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