










Past six months
• The results show an increase in business output over the last six months,

with a balance of +26% of respondents reporting a rise (49% reported
an increase compared with 23% who reported a decrease). 

• Our survey six months ago recorded a negative balance of –9% on this
measure. This result appears to have been something of a ‘blip’, as the
+26% in the current survey is more in line with the long-term average
balance of +31%.

• Respondents in SIC 8 (banking, finance, insurance and business services)
reported a very strong +67% balance, the highest balance since May
1998, and well above the long-term average of +43%.

• In the manufacturing sector, respondents in SIC 2 (metals
manufacturing, minerals and chemicals) and SIC 3 (metal products and
engineering) reported strong negative balances (–18% and –32%
respectively), whilst in SIC 4 (other manufacturing), there was a small
positive balance of +3%.

• In SIC 6 (including distribution and retailing), the balance was strongly
negative, at –36%, compared with a long-term average of +37%.
However, this was an improvement on the –58% reported in our survey
six months ago.

Next six months
• The survey suggests that output growth is likely to slow over the next six

months, with a positive balance of +12% expecting an increase,
compared with the +26% reporting an increase over the last six months.

• Manufacturers are expecting an improving situation over the next six
months. In SIC 2 (metals manufacturing, minerals and chemicals) and

SIC 3 (metal products and engineering), the balance remains negative,
but less so than that reported for the last six months (balances of 
-14% and -5% respectively). In SIC 4 (other manufacturing), there is a
positive balance of +16% (compared with +3% reported for the last
six months).

• In SIC 8 (banking, finance, insurance and business services), a balance
of +41% of respondents expect output to increase, in line with the
long-term average (+39%). 

• The outlook for SIC 6 (including distribution and retailing) is gloomier
for the next six months than over the last six, with a negative balance
of –57%. This compares with a long-term average balance of +40%.

Business output
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• Respondents were asked whether they were more or less optimistic
than six months ago about the general business situation. 25% of
respondents were more optimistic, whilst 38% were less optimistic,
producing a negative balance of -13%, compared with a long-term
average balance (since November 1994) of +4%. This is the third
successive survey where the balance has been negative, and appears to
reflect expectations for the performance of the UK economy, with
below trend growth expected this year and next.

• There are marked sectoral differences. SIC 8 (banking, finance,
insurance and business services) has recorded a positive balance of
+18%, a marked upswing in optimism from the –1% and –16%
balances recorded in our previous two surveys.

• The balances in all of the manufacturing sectors (SIC 2-4) are negative,
ranging from –26% (SIC 2) to –50% (SIC 3), although respondents in
these sectors are historically pessimistic, with the long-term average
balances ranging from –12% (SIC 4) to +2% (SIC 2). • Respondents in SIC 6 (including distribution and retailing) are

particularly pessimistic in this survey, with a negative balance of –68%.
The long-term average balance is +1%.
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Past six months
• A balance of +7% of respondents reported a rise in the number of

people employed over the last six months. This contrasts with our
survey six months ago, where the balance was negative (-6%), and is
close to the average long-term balance (+5%). Indeed, this is the first
time that respondents have reported an increase in numbers employed
since November 2002.

• In SIC 2 (metals manufacturing, minerals and chemicals) and SIC 3
(metal products and engineering), respondents reported negative
balances (of –48% and –40% respectively). Respondents in SIC 4
(other manufacturing) reported a zero balance. However, the long-
term balances for all of the manufacturing sectors are strongly
negative, in line with the persistent decline in manufacturing
employment.

• Respondents in SIC 6 (including distribution and retailing), reported a
decrease in employment, with a balance of –17%. This is the third successive
survey where a negative balance has been reported on this measure, which is
significant, given that the average long-term balance is +25%.

• In SIC 8 (banking, finance, insurance and business services), there
appears to have been strong employment growth over the last six
months, with a positive balance of +28%, well above the long-term
average of +16%. This is the highest balance recorded since May 2001.

Next six months
• The survey results suggest that the increase in employment levels will

continue over the next six months, with a positive balance of
respondents of +5% indicating a modest rise, only slightly below the
long-term average balance of +7%. This appears to be in line with
the modest increase in output expected over the next six months.

• All three manufacturing business sectors (SIC 2-4) reported negative
balances for employment growth over the next six months, ranging
from –12% for SIC 4 (other manufacturing) to –62% for SIC 2
(metals manufacturing, minerals and chemicals). However, the long-
term balances for all three sectors are negative.

• Respondents in SIC 6 (including distribution and retailing) are
somewhat more optimistic about the next six months than the
reported demand over the last six, although the balance is still
negative, at –2%. This is noteworthy, as it is the first time that this
sector has actually expected a decrease in property holdings.

• In SIC 8 (banking, finance, insurance and business services), the
healthy increase in employment over the last six months is expected
to be maintained over the next six, with an almost identical balance
of +30%. This is well above the average on this measure since 1994
of +17%.

Employment change
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The survey indicates that property demand over the last six months has
been broadly in line with the long-term average, corresponding with
positive but subdued rental growth in most parts of the commercial
property market, and economic growth only a little below trend.

Whilst the results of the survey suggest that overall property demand
should hold steady over the next six months, this masks diverging trends
in the key property sectors. The demand for office property looks set to
rise, with respondents from the banking, finance insurance and business
services sector particularly optimistic about increasing the amount of space
they occupy over the next six months. 

In contrast, the slowdown in the retail sector now appears to be feeding
through to property demand, which has been weak over the last six
months, and looks set to remain so over the next six. The outlook for
distribution property demand also looks to be relatively subdued, reflecting
the downturn in the retail sector.

Demand for manufacturing property has been weak for most of the
history of the survey, in line with the decline in the importance of the
sector to the UK economy. Within this context, the relatively flat outlook
for property demand in this sector is not especially concerning.

With the UK economy expected to grow at below trend this year and
next, it is unsurprising that the survey indicates a slowing of output
growth. However, the fact that employers still appear happy to increase
employment levels, albeit modestly, indicates that the current mild
slowdown is expected to be short-lived. This provides a further indication
that there should be a sustained, if unspectacular, demand for commercial
property going forward. 

Conclusions



www.gvagrimley.co.uk
0870 900 89 90

Published by: GVA Grimley LLP – International Property Advisers – 10 Stratton Street, London, W1J 8JR
© copyright GVA Grimley LLP – International Property Advisers

London West End

10 Stratton Street
London
W1J 8JR

Belfast

55/59 Adelaide
Street
Belfast
BT2 8FE

Bristol

University Gate
Park Row
Bristol
BS1 5UB

Edinburgh

Quayside House
Fountainbridge
Edinburgh
EH3 9QG

Leeds

5-7 St. Paul’s Street
Leeds
LS1 2JG 

Liverpool

St. Nicholas House
Chapel Sreet
Liverpool
L2 8TX

UK offices

London City

25 Bucklersbury
London
EC4N 8DA

Birmingham

3 Brindleyplace
Birmingham
B1 2JB

Cardiff

One Kingsway
Cardiff
CF10 3AN

Glasgow

Sutherland House
149 St. Vincent Street
Glasgow
G2 5NW

Manchester

81 Fountain Street
Manchester
M2 2EE

Newcastle

30 Grey Street
Newcastle upon Tyne
NE1 6AE


