
office space spring up and businesses
are seeking to upgrade their premises.
It’s a trend that’s expected to continue
over the next couple of years too.

This pa ttern is echoed in the wider
g l o bal eco n o my. Real esta te se r v i ce
p rovider CB Richard Ellis monito red 176
offi ce markets and found that 
90 per ce nt of re nts had risen during the
12 months to the fi rst quarter of 20 07. 

London continues to lead the global
rankings in terms of the highest
occupancy costs, followed by Tokyo
(£79 psf), Mumbai (£67 psf), Moscow
(£59 psf) and New Delhi (£56 psf).
Abu Dhabi in the United Arab
Emirates has shown the f astest-
growing occupancy costs, rising 
102.9 per cent to around £35 psf.

At your service
If you find such upwa rd pricing
p ress u res and long-term co m m i t m e nts
a little daunting, it might be wo rt h
considering se r v i ced offi ce spa ce. Th e
b e n efit of such an option is that yo u
should be able to upscale or dow n sca l e
the spa ce you re q u i re with re l a t i ve
ea se, unburdened by co n cerns about
te l e co m s, furnitu re, utilities and
c l eaning costs. 

Tim Wo r b oys, sa l es and market i n g
d i re c tor of se r v i ced offi ce prov i d e r
Sto n e m a rtin, says: ‘Ove r h eads are a
d rain on a co m pa ny ’s cash fl ow.
I n c rea s i n g l y, fi n a n ce dire c to rs are
saying to their MDs or HR dire c to rs :
“ So r r y, I’m not approving your mov i n g
spend of £2 million to £3 million

b e ca u se it’ll hit the P&L too hard and
damage the business’ grow t h .”’ 

That isn’t to say that going fo r
se r v i ced offi ces is chea p. Wo r b oys says
that the ty p i cal price in one of its
regional ce nt res is £600 per
wo r kstation for ten people or under,
and that’s for a 12 to 18-month period. 

As should be expected in the
property world, prices vary. Instant
Offices’ Hamilton observes that the
average cost of a serviced office in
London is £200 per workstation,
although in the property twilight zone
of Mayfair this can rocket to £800.

O u tside the ca p i tal, you might be
looking at £500 to £550 for a prime
se r v i ced offi ce in, say, Mancheste r.
‘ M ost cities don’t vary too much,’
co m m e nts Hamilton. ‘The price is
usually in the £200 to £500 bra c ket.
Th ey may seem ex p e n s i ve to begin
with, but when you fa c tor in all the
other costs that yo u ’ve got [with a
co m m e rcial lea se], it’s quite good va l u e.’

If you don’t want all the trimmings
that come with a serviced office, but
desire the flexibility in tenancy
agreements, then you can look at a
managed office space. ‘If you’re taking
a managed deal with us, you’re
probably seeing a discount of 15 per
cent and 20 per cent, based on an 18
month-plus term,’ says Worboys.

The latest variation on the fo r m u l a
is the shared offi ce, which has just
been int ro d u ced by Sto n e m a rt i n .
‘ C l i e nts can share the env i ro n m e nt
t h ey use,’ says Wo r b oys. ‘It’s like
co m pa rt m e ntalising an airport
lounge so it beco m es a business
s pa ce. It’s a new co n ce pt and will
re d u ce costs for clients by a furt h e r
20 per ce nt [when co m pa red to
re nting managed spa ce] .’

The ex i sting economic mixtu re of
rising re nts and climbing inte rest ra tes
i s, acco rding to Wo r b oys, causing those

b u s i n esses in real esta te hot spots to
re consider their opt i o n s. 

He says: ‘I do believe you will see the
South Ea st benefiting from the high
re ntal increa ses in the West End and the
C i ty. You’ll see co m pa n i es in the latte r
l o cations ente rtaining the idea of
m oving to places like Reading, Ux b r i d g e
and Milton Key n es to re d u ce costs.’

Midas’ Pegg detects edginess in the
market. ‘Businesses are reluctant to
move and are managing their cash.
The ones that are moving are the
ones that have no choice but to go
elsewhere,’ he says.

This nervo u s n ess might be
u nwa r ra nted. Af ter all, the UK eco n o my
has been ex t ra o rdinarily stable for the
pa st 15 yea rs and, histo r i ca l l y, if inte rest
ra tes do hit six per ce nt, that isn’ t
ca ta st ro p h i cally high. 

Good deals
Bargains can be had if you give your
move sufficient care and attention,
and don’t be afraid to ask for a ‘rent-
free’ period when signing an
agreement be it for a serviced office
or standard commercial lease. ‘For
some managed deals of a term that’s
for three years-plus, we would offer a
prospective tenant a period where
they don’t pay r ent,’ comments
Worboys. ‘It could be two to six weeks,
depending on the agreement that was
signed, or nothing at all.’

Hamilton is delighted with his
company’s latest property and the
speed at which it went through.

‘ I t’ll ta ke you at lea st a month to
find so m ething yo u ’re co mfo rta b l e
with and then it’s going to ta ke a
couple of we e ks to negot i a te the
terms of the dea l ,’ he says. ‘On top of
t h a t, there will be around six we e ks
of legal docu m e nts to go thro u g h
and, after that, at lea st another six
we e ks of arranging the furnitu re, fi t
o u t, te l e coms and IT. We sta rte d
looking in March, found what we
wa nted in April and moved in this
m o nth. I don’t think you can do it
much quicker than that.’ 

Hamilton puts it down to luck, and
then notes that he and his colleagues
are mostly surveyors. ‘Given the field
we’re in, I suppose we should be able
to find good deals,’ he says. ■
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‘I do believe you will see the

South Ea st benefiting from 
the high re ntal increa ses in 

the West End and the City ’

Prime Office Rents (psf)

Q1 2007
Aberdeen £21.50
Birmingham £32.50
Bristol £26.00
Cardiff £18.50
Edinburgh £27.50
Glasgow £27.50
Leeds £25.00
Liverpool £20.00
Manchester £29.00
Newcastle £22.00
Sheffield £18.50

Source: Knight Frank Research
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