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Spotlight on office and laboratory market performance and prospects in Cambridge.

Cambridge continues to be one of the
UK’s most prosperous office markets,
demonstrating the nation’s talent and
expertise on an international stage, and is
already benefiting from the positive market
sentiment and recovering UK economy.

Cambridge remains one of the UK’s main
economic drivers and is a showcase for
much of the nation’s business expertise
overseas. Commercial talent continues to
spin out from the University of Cambridge
and an increasing number of non-
indigenous corporate interests are keen to
have a Cambridge based operation.

Cambridge in numbers...

691,166 sqft

take-up in the office and laboratory markets in 2013

525,000 sq ft

5 year average take-up

618,939 sqft

total availability of built stock at end of Q4 2013

Cambridge remains one of the
UK’s main economic drivers...

3 8% increase in take-up compared

to 2012

Cambridge GVA totalled £4.7 billion in
2012, placing the city in the UK top ten in
terms of GVA per worker. The most recent
Centre for Cities report also confirmed
Cambridge to be the most innovative city
in the UK with more patents granted per
100,000 residents than the next five most
innovative cities combined.

*The figures referred to within the report cover take-up,
availability and requirements from 5,000 sq ft upwards
and within approx 15 miles of Cambridge. The sq ft
take-up figures exclude the deal with Astra Zeneca

at the Cambridge Biomedical Campus as this was
deemed to be a unique transaction falling outside of
the standard definition of take-up throughout the series
of Commercial Edge reports. The Astra Zeneca land
purchase has been reflected in the reduction of pipeline
land availability.

53% of all built stock supply is located
in the traditional business park belt

1 6% increase in the total number of

requirements in 2013 compared to 2012

£33.00 per sq ft

Prime city centre rents achieved at the end of 2013

£26.50 per sq ft

Prime business park rents achieved at the end of 2013

2.8 million sq ft

Development pipeline total at the end of 2013
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CAMBRIDGE ZONES

Zone 5 - Peripheral locations

Zone 1 - The prime central area

N4
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ZONE 2
ZONE 4 %
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Zone 4 - The wider area business parks
J
A CB1 F  Cambridge Research Park
B Cambridge Science Park G Vision Park
C Cambridge Business Park H Capital Park
D St John’s Innovation Park |  Granta Park
E Biomedical Campus J  Chesterford Research Park
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ZONE 5

Zone 3 - The northern cluster

NEWMARKET ROAD

Zone 2 - The peripheral city centre zone

Babraham Research Campus
Cambourne Business Park
Peterhouse Technology Park
West Cambridge Site
Haverhill Research Park
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Commercial Edge Cambridge

Take-up

Take-up in 2013 increased by 38% and
totalled 691,166 sq ft during 2013. This
increase reflects the strengthening demand
and improving market sentiment for good
quality office accommodation across the city.

Quarterly take-up increased significantly in
Q4 2013 to reach 245,184 sq ft comprising
13 transactions, the largest of which totalled
58,186 sq ft where Astra Zeneca acquired
Building 310 on Cambridge Science Park
on a short-term basis pending development
at Cambridge Biomedical Campus.

35% of take-up in 2013 was located in
Zone 4, with Zone 3 accounting for an
additional 35% of activity. The results for
2013 are broadly in line with those for
2012 although in 2012 there was a greater
percentage of letting activity within

Zone 3 (35% compared to 25% in 2013).

The average size of transaction completed
during 2013 was 17,278 sq ft.

By comparison, the average size of
transaction completed during 2012 was
10,635 sq ft indicating an increase of 62%
in transaction size over this time scale.
This increase is predominantly down to the
rise in the number of large lettings such

as the deals conducted at Building 310,
Cambridge Science Park, The Da Vinci
Building, Melbourn Science Park and Plot
430, Cambridge Science Park.
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FIGURE 1

QUARTERLY TAKE-UP

Source: Carter Jonas
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2013 TAKE-UP BY ZONES

Source: Carter Jonas
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The Robinson Building, Chesterford Research Park.
60,000sq ft under construction for BioFocus
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Availability -
Built Stock

Availability of the overall office and
laboratory built stock stood at 618,939

sq ft at 2013 year end, a significant 26%
reduction from the 2012 year end level.
Over half (56%) of total supply is located in
Zone 4, where the majority of business and
science parks are located.

Total availability has now reached perilously
low levels within the Cambridge office

and laboratory markets with less than 15
months supply based on the city’s 5 year
average take-up levels. The 5 year average
has increased to 525,000 sq ft, up by
100,000 sq ft on the 10 year average.

Speculative development is now urgently
required. Figure 3 clearly illustrates the
rapidly depleting supply levels, with total
availability standing at only 25,130 sq ft in
Zone 1 at 2013 year end.

Grade A quality space is proving popular
with occupiers across all sectors although
only 40% of existing stock is judged to

be such quality (the rest being Grade B

/ R&D space). The majority of Grade A
space (55%) is located in Zone 4 which
may attract occupiers requiring immediately
available good quality stock to these
out-of-town locations.

Haverhill Research Park




Commercial Edge Cambridge

Availability -
Development Pipeline

The Cambridge office/laboratory space
development pipeline i.e. schemes
benefitting from planning consent,

totalled 2.8 million sq ft at the end of
2018, around 1.5 million sq ft less than

its 2012 comparable figure. A number of
significant design and build deals have
occurred over the last 12 months reducing
the amount of available consented land.
These include the letting of The Robinson
Building, Chesterford Research Park to
BioFocus; Plot 430, Cambridge Science
Park to Takeda and the letting of 22
Station Road, Cambridge to Birketts and
Mott MacDonald. This has been further
compounded by the Phase 2 land at Granta
Park, totalling some 330,000 sq ft, being
withdrawn from the market to provide the
new TWI engineering training campus as
well as the Astra Zeneca land purchase
totalling ten acres with an option of a further
three acres.

Key schemes providing pipeline
development land, albeit limited in some
situations, include; CB1, Station Road,
Cambridge Biomedical Campus at
Addenbrooke’s Hospital, Cambourne
Business Park, Cambridge Research Park,
Chesterford Research Park, Granta Park,
Haverhill Research Park and Phase VI,
Cambridge Science Park.

The notable reduction of the development
pipeline, which is in sharp contrast to the
majority of other regional office markets
throughout the UK, is of increasing concern
to the future expansion and vitality of the
Cambridge office and laboratory market.
Speculative development levels remain
very low, despite fast improving market
conditions.

Occupiers seeking space within the city
are becoming increasingly constrained in
regard to potential buildings which suit their
requirements. As demand levels increase,
which they are forecast to do so over the
next 12 months, the number of potential
buildings will reduce placing upward
pressure on rental levels and restraining the
expansion of the market as a whole.
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Active Requirements

The cumulative volume of known active
requirements recorded throughout 2013
came to 1,306,000 sq ft compared to

just over 1,130,000 sq ft in 2012. Active
demand rose to a peak in Q4 2013 at
454,000 sq ft with an average requirement
size of 19,739 sq ft. The annual average
requirement size for 2013 was 16,325 sq ft.

The average size of requirements
throughout the year fell in 2013 by 13%
compared to 2012. However overall, there
was a 33% increase in the number of active
requirements registered in 2013 compared
to 2012 indicating a greater demand for
space across a wider size scale.

Half of requirements in 2013 were

seeking space from 5,000 sq ft and up to
10,000 sq ft. 20% were seeking space from
10,000 sq ft up to 15,000 sq ft. 30% were
seeking space from 15,000 sq ft upwards.
This trend is in contrast to that witnessed
in2012.

The overall results collated for 2013 show
a consistent positive trend towards ever
improving market conditions in line with a
rise in the number of lettings completed

in 2012 and general market sentiment.
Demand for Grade A space remains strong
although prospective occupiers will be
forced to be less selective in the future as
stocks of the best quality space diminish.

Rents

Rental consolidation, as opposed to growth,
was evident across the market during 2013
with a headline rental level of £33.00 per sq ft
within the city centre achieved in the deal to
Birketts LLP (22 Station Road, Cambridge)
with others in close proximity including the
deal to Mott MacDonald at £32.50 per sq ft
and £30.50 per sq ft agreed with Siemens at
Francis House, Cambridge.

Headline rents have remained static across
the business park market over the last year
at £26.50 per sq ft. Whilst demand for
product has, and is forecast to continue to
strengthen, incentive packages are likely to
be reduced during 2014 rather than further
rental growth being achieved.

Headline or quoting rents by the end of
2014 are expected to be: Zone 1 £35.00
per sq ft, Zone 2 £21.00 per sq ft, Zone 3
£27.50 per sq ft, Zone 4 £25.00 per sq ft
and Zone 5 £19.00 per sq ft.

Office Investment Market

Investor interest in Cambridge offices has
remained upbeat during 2013, with positive
rental growth prospects underpinning the
city as one of the few hotspots outside of the
increasingly favoured M25 market. Yields
for well secured 10 year income moved in
significantly during Q3 and Q4 2013, from
6.50% to 6.00% as evidenced by 22 Station
Road, CB1 and Vision Park, Histon. We
forecast that forward funding and/or prime
freehold investments will be attracting 5.75%
or better during 2014, and therefore on a
par with the Thames Valley/West London
corridor markets.

il i

Vision Park, £28.5m 6.05% Dec
Histon 2013
Mount £10.6m 6.56% Dec
Pleasant House 2013
22 Station £31.87m  630% July
Road 2013
Phase 2 £19.25m  9.39% June
Cambourne 2013

Business Park

PRIME ACHIEVED OFFICE Epersqft

/ LABORATORY RENTAL 35
LEVELS

30
Source: Carter Jonas
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FOCUSPIECE

The pre-let prevails but the pressure is on the pipeline

Whilst the Cambridge office and laboratory
market continue to prosper, they face a
significant issue in terms of the provision of
sufficient stock to ensure its future prosperity
and viability. Demand from blue-chip
companies keen to locate to the city has,
and will continue, to place further pressure
on the existing supply of stock. The past 18
months has seen considerable draw down
from the development pipeline as a result.

2013 can be characterised by the phrase
‘that was the pre-let year that was’ and in
2014 commercial property interests in the
city are pre-occupied with the sufficient
delivery of office space in order to satisfy
the ever strengthening demand for both
office and laboratory space.

This year will be a pivotal year for property
and development interests in Cambridge.
Two years ago, in 2012, while profiling the

need for pre-letting to secure Grade A
accommodation, concerns were expressed
about the depletion of the development
pipeline to the point where by mid-2015
opportunities to actively pre-let from the
planned new stock would be, more or less,
exhausted.

The fact that businesses are now having
to turn their attention to land that is about
to be allocated in the local plan, which
was supposed to serve the commercial
development land interests of the city to
accommodate future growth or re-location,
poses problems for those charged with
identifying future, realistic site and land
opportunities.

In 2014, both Cambridge City Council and
South Cambridgeshire District Council

are scheduled to finalise their Local

Plans. These should identify sites and

numbers for commercial and residential
development to last, on a rolling, 20-year
programme. Both local authorities face the
challenge of accommodating the provision
of development within some very tight
geographic boundaries and sensitive sites.
The debate about how to accommodate
development to foster growth and
prosperity and also to maintain the unique
appeal of the Cambridge area is not an
easy one in which to see a clear

way through.

With the economic and demographic forces
in play now, which can only accelerate in
the near future, this is something with which
the Cambridge area is going to be forced to
come to terms with — and quickly too.

The map overleaf details some of the key
commercial developments proposed within
the draft Cambridge Local Plan.
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FORTHCOMING COMMERCIAL DEVELOPMENTS
LINKED WITH THE DRAFT CAMBRIDGE LOCAL PLAN

= Approximately 9 hectares

= Mixed use development A/B use classes and residential
= Has outline approval

e CLIFTON ROAD INDUSTRIAL ESTATE (ZONE 1)

= Mixed use development
comprising 550 homes, 2 hectares
employment and leisure

ZON
L
OLD PRESS/MILL LANE (ZONE 2) "
= Mixed use development comprising
residential, commercial and retail C
C
n3
CAMBRIDGE ASSESSMENT (ZONE 2) ZONE 2
= Approximately 1 hectare ZONE 4
employment allocation
n2

POSSIBLE RELOCATION SITE
OF CAMBRIDGE ASSESSMENT
CAMPUS (ZONE 2)

Zone 2 - The peripheral city centre zone

BROOKFIELDS (ZONE 2)

= Approximately 1 hectare employment
and residential

© Carter Jonas 2014
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Zone 5 - Peripheral locations

ZONES
@ CAMBRIDGE SCIENCE PARK (ZONE 3)

= Opportunity for redevelopment of early phases of park

= Mixed use development including approximately
0.53 hectares for employment use

MILTON

@@ 0 0 NORTHERN FRINGE EAST (ZONE 3)
= Principally for B1, B2, B8 and supporting
commercial, leisure and residential uses

= New train station and interchange

FEN DITTON (delivery expected 2016)

YEDE]

F (' CHURCH END INDUSTRIAL
/Y CENTRE
ESTATE (ZONE 4)

RAILWAY STATION

IOZONE 1 p = Approximately 6 hectares for B1
e CHERRY HINTON ’ and B8 uses

K

o CAMBRIDGE BIOMEDICAL CAMPUS (ZONE 2)

= Approximately 68 hectares

= Medical and biomedical research facility

= Outline approvals for the relocation of Papworth
Hospital, Astra-Zeneca, NHS & private clinical
development and clinical, biomedical &
biotechnology R&D

| NORTH-WEST CAMBRIDGE (ZONE 2)

= Approximately 0.87 hectares
= B1(b) use for hotel, residential,
retail and academic facilities

carterjonas.co.uk/commercial 9



llustrative CGl of proposed
.......................................................... Cambridge Science Park Railway Station

FORECASTS

Speculative development will increase commencing
with One The Square, CB1 (with work expected to
start in May 2014) as well as various office / mid tech
buildings at Cambridge Research Park

Schemes in more outlying locations will rise
through the planning process more quickly than
originally anticipated

Headline rental growth in the city centre will continue
during 2014 along with a reduction of incentive packages
in the business park market

Occupiers will consolidate and retrench into smaller
areas of space in preparation of the strong rental growth
forecast over the medium term

The new Cambridge Science Park Train Station, which will
significantly improve the connectivity of the business
park market, is due to be operational in Q1 2016. This
significant infrastructural improvement will reduce the
gap between city centre and business park rents

Active demand will continue to increase from a diverse
range of occupiers, both indigenous to Cambridge and
new entrants

Refurbishment of poorer quality build stock
will increase

Th , CB1,
Z1, Cambridge Research Park. One The Square, CB1, Cambr
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The new Cambridge Science Park Train
Station will significantly improve the
connectivity of the business park market

Plot é(_)'OO,—eanw*-gol}mb-Bus{ness Rark Futures Building, Granta Pe:;l_: ’
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With thanks to Development Securities PLC,
Churchmanor, Brookgate, Carisbrooke Investments,
The Crown Estate, BioMed Realty Trust,
Cambridgeshire County Council and Mountgrange
for the use of photography

About Carter Jonas

Carter Jonas commercial has dedicated, specialist teams in six major locations throughout England offering strategic
and consultancy advice in the key commercial sectors of Landlord Services, Tenant Services, Agency, Business, Science
and Industrial Developments, Valuations, Investment and Asset Management, Planning and Development. Carter Jonas CARTER
is therefore well placed to offer regional and national advice on all matters relating to commercial property to both JONAS
corporate and private clients.

The information set out in this document is provided for guidance purposes. We recommend that the advice of an experienced, qualified, property consultant is sought prior to
exchanging contracts or making any irreversible strategic lease renewal, rent review or relocation decisions. The contents of this document are protected by copyright and should

not, in whole or part, be published or otherwise reproduced, without the prior written approval of Carter Jonas LLP.
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