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BMI View: The UK commercial real estate market is well placed for further expansion
over H214 and into 2015 as a strong economic rebound supports demand for office and
retail space in particular. The industrial segment will remain the underperformer as
export activity continues to flag.

Falling unemployment and increased levels of household spending have provided
support for rental rate growth in the two segments. While we expect the office segment
and high quality retail space to outperform, rental growth in the industrial segment is
expected to remain largely the same. This is because demand for manufacturing space
has declined as the UK de-industrialises and a sluggish eurozone recover demands
export demand. However, a lack of supply in logistics and other retail facilities means
that rental rates for the industrial market are likely to hold steady over the coming
quarters, while at the lower end of the market, significant opportunities exist in the high-
growth industrial space such as urban and edge-oftown distribution centres for small
load deliveries as e-commerce evolves.
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