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June data signalled a sharp rise in UK
commercial development activity.

The Savills Commercial Development PMI®
signalled a sharp expansion of total activity
in the UK commercial property sector in
June. The overall rise in activity was
supported by further increases in work on
both public and private sector projects.
Growth in public and private sector
development was above the survey’s
long-run average and was stronger than in
May.

Commercial construction firms reported
higher levels of activity in all nine broad
areas of development monitored in June,
with the sharpest rise recorded for office
fit-out activity.

Robust and broad-based growth across
the sector in June contributed to a strong
degree of confidence regarding the
three-month outlook. Panellists were
optimistic that work on new projects would
lead to higher levels of activity through Q3.

This report contains the latest data from
the Savills PMI survey of business
conditions in the commercial property
sector. The survey is based on monthly
questionnaires completed by executives
across the commercial property sector,

Sectors ranked by growth in June

50.0 = no change on previous month

. Contraction  Expansion
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Office Fit-out
Office: Private

Refurbishment
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New Build: Private

New Build: Public
Office: Public
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Note: Data are presented as diffusion indexes, where a reading
above 50.0 signals expansion and a reading below 50.0

signals contraction. The greater the divergence from 50.0,
the greater the rate of change signalled.

covers all broad areas of activity, and provides very timely information of the "production-side" of

the sector — the development market.

Key findings for June 2006:

m At 60.0in June, up from 58.3 in May, the Total Commercial Activity Index signalled a sharp

and acceleratedincrease in activity in the UK commercial property sector. Around 29% of panel
members reported an expansion of activity in June, compared to less than 9% that indicated
a decline.

June data signalled an upturn in both public and private sector construction activity, with the
latter continuing to register the sharper rate of growth in the latest survey period.

Higher levels of commercial development activity were reported across the UK. Growth in
London increased at its sharpest pace for twenty-seven months and was the strongest of the
three regions monitored by the survey.

The latest expansion of activity was broad-based across the nine areas of commercial
development that were monitored. Panellists reported the strongest rates of growth in office
fit-out, private sector office and refurbishment activity. In contrast, the latest rise in
industrial/warehouse development was the least marked since June 2005 (and the weakest
of the nine areas of development activity).

Commercial development firms remained highly optimistic that their activity would rise over
the coming three months. Business confidence was broad-based across the UK commercial
property sector and was strongest for future office construction activity.

Anecdotal evidence suggested that the start of new commercial development projects would
contribute to a marked rise in business activity. Some firms also noted that market conditions
would remain favourable and lead to higher levels of new activity in the sector.
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Commercial construction
companies reported a sharp
increase in total activity in June.

The latest rise in overall activity
was supported by further
expansion of work on public
and private sector projects.

Growth in both areas of
development activity was
stronger than its respective
long-run average in June.

Higher levels of public sector
office activity were reported for
a fourth successive month in
June, although the rate of
growth eased from May’s
recent high.

Panel members indicated a
further robust expansion of
private sector office
development.

Robust rises in public and
private sector retail & leisure
activity were signalled in June...

...with public sector activity
showing stronger growth than
the private sector for the first
time in 2006 to date.

Commercial developers pointed
to further increases in public
and private sector new build
activity.

However, growth in both areas
of new build activity was less
marked than in the previous
month.

Total level of commercial actiVity compared with one month ago

Higher Same Lower Net Index, 50 = no change
% % % +-% Index [
Total commercial activity
Total F06 27.3  66.7 6.1 +21.2 60.6
M 333 616 50 +283 64.2
A 26.1 69.6 43 +21.7  60.9
M 276 614 110 +166 58.3
J 28.8 625 8.8 +20.0 60.0
Public F06 14.8 787 6.6 +82 541 R
M 190 776 34 +155 57.8 = =
A 148 815 37 #1141 556 AL ... o0
M 157 765 78 +78 53.9
J 179 75.0 71 +10.7 554
""""""""""""""" 60.0
Private F06 34.6 59.6 58 +288 64.4
M 416 525 59 +356 67.8 \ f\/'/\’
A 333 61 9 48 +286 643 PuLlIic sector activitv 0
M 340 532 128 +213 60.6 Y
J 346 558 96 +250 625 N ——Y®
2003 | 2004 | 2005 |
Office aCthty compared with one month ago
Higher ~Same  Lower  Net e
% % % +/-% Index : Increasing rate of growth
Public FO6 57 887 57 +00 50.0 O, rvae
M 164 782 55 +109 55.5
A 143 837 20 +122  56.1 e VA T AV N Y
M 191 745 64 +128 56.4
J 145 782 73 473 53.6
Private F06 28.9 65.6 56 +233 617 50.0
M 315 629 56 +258 62.9
A 325 584 91 +234 617
M 267 628 105 +1 63 581 0.0 Increasing rate of decline
J 28.9 60.0 11.1 +17.8 58'9 »II\ZIO(I)S\\IIII\\IIZL)OIA‘I\II\\IIIIZ\O(\)SI\\II|II\\II

Retail & leisure actiVity compared with one month ago

Higher ~ Same Lower  Net

% % % +/-% Index

Public F06 2.1 85.1 128 -10.6 44.7
M 18.9 774 3.8 +151 57.5

A 11.6 86.0 2.3 +9.3 54.7

M 140 86.0 0.0 +14.0 57.0

J 21.3 70.2 85 +12.8 56.4

Private F06 16.0 76.5 7.4 +8.6 54.3
M 23.3 70.9 58 +174 58.7

A 25.4 70.4 42 +211 60.6

M 26.9 64.1 9.0 +17.9 59.0

J 22.6 66.7 10.7 +11.9 56.0

Index, 50 = no change

007 Tt T T Increasing rate of growth
Retail & Leisure: Public 9 g
Retail & Leisure: Private

600 - - -\ T,

50.0 l

Increasing rate of decline
40.0|||HIIIIHII\II\II\II\II\II\IHII|IIHII
2003 2004 2005

New build actiVity compared with one month ago

Higher ~ Same Lower  Net

% % % +/-% Index

Public F06 16.7 77.8 56 +11.1 55.6
M 17.0 73.6 9.4 +7.5 53.8

A 13.7 80.4 59 +7.8 53.9

M 200 76.0 40 +16.0 58.0

J 22.6 64.2 13.2 +9.4 54.7

Private F06 19.6 70.7 9.8 +9.8 54.9
M 326 618 56 +27.0 63.5

A 28.4 64.9 6.8 +21.6 60.8

M 26.4 63.2 10.3 +16.1 58.0

J 24.7 61.9 134 +11.3 55.7

Index, 50 = no change

50.0 Al V
= New Build: Public l

New Build: Private

Increasing rate of decline
40.0II\II\II\Ill\IIIII\\III|IHIIII\II\I|I\IIH

2003 2004 2005
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Industrial/warehouse actiVity compared with one month ago

_ Higher ~Same  Lower  Net ndexSo=nochande
EXpanS|0n of % % % +/-% Index 70.0 Increasing rate of growth
industrial/warehouse activity

eased to a twelve-month low in

Total 005 224 612 165 +59 52.9
N 214 667 119 +95 54.8

June, and was below the D 273 662 65 4208 60.4 R N LV A S S
survey’s long-run average. J06 205 76.9 26 +179  59.0

F 26.3 67.1 6.6 +19.7 59.9

M 31.1 60.8 81 +23.0 61.5 500 = |

A 22.2 71.4 6.3 +159 57.9

M 21.7 71.0 72 +145  57.2

J 1 71 697 1 32 +39 52 u 0.0 Increasing rate of decline

} 2003 2004 2005 |

Panellists reported a further Refurbishment aCthty compared with one month agiod o
Net naex, =no change

robust rise in refurbishment Higher ~ Same  Lower Too P
activity in June, albeit at the % % % +% Index rereasho e oferouty

least marked pace in 2006 to Tota 005 287 598 115 +17.2 58.6
date N 244 633 122 +122 561

' D 225 688 88 +138 56.9
J06 261 693 45 +216 60.8

F 250 679 71 +179 58.9
; M 292 667 42 +250 62.5 50.0
Nevertheless, threg tlmes as A 270 883 48 122 811
many respondents indicated a M 24.3 67.6 81 +16.2 58.1
I’Ise |n aCt'V'ty as reported a J 234 688 78 +156 578 Increasing rate of decline
. AQO0MMTTTTTITTIM I T T T T T I T T T I T T T T I T T I aroorrrl
decline. 2003 2004 2005 |

Office fit-out actiVity compared with one month ago

Higher  Same Lower Net
% % % +/-% Index Increasing rate of growth

Index, 50 = no change

Total 005 215 646 138 +7.7 53.8
N 222 667 111 +111  55.6

Growth of office fit-out activity D 167 727 106 464 53.0

eased slightly in June, after J06 232 739 29 +203  60.1

registering a survey high in F o231 723 46 +185 59.2

May, but remained well above k’l 38::‘ %:421 g:g :ﬁ? g;;g 0 / 4

its long-run average. M 328 586 8.6 +241 621 l
J 254 683 6.3 +19.0 59.5 400 T Increasing ate of deciine

2003 | 2004 2005 |
Summary of activity

The following table shows the diffusion indexes values for the current month as well as averages of the indexes for the latest three
months and the year-to-date.

Commercial developers Latest month Latest three months Latest twelve months
reported that office fit-out was Index Rank Index Rank Index Rank
the best-performing area of Tgta;lpo?mercial_ | ggg gg-; g;g
S ublic Commercia . . .
activity In June. Private Commercial 625 625 601
Office Fit-out 59.5 1 59.0 2 56.8 4
) . Office: Private 58.9 2 59.6 1 58.3 2
In line with recent trends, panel | Refurhishment 57.8 3 59.0 3 58.4 1
members signalled higher Retail & Leisure: Public 56.4 4 56.0 6 51.9 9
levels of activity in all nine Retail & Leisure: Private 56.0 5 58.5 4 53.9 7
broad areas of commercial New Build: Private 55.7 6 58.2 5 57.1 3
development monitored in New Build: Public 547 7 55.5 8 544 6
June. Office: Public 53.6 8 554 9 52.6 8
Industrial/Warehouse 52.0 9 55.7 7 56.3 5

© NTC Economics Ltd 3
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Panel members were optimistic
that business activity would rise
in all three broad areas of
development monitored in
June.

Business confidence was the
strongest for office construction

activity in the next three months.

Anecdotal evidence suggested
that the start of new
construction projects would
lead to higher levels of
business activity in Q3.

Commercial developers
reported increased activity
throughout the UK in June.

London was the
best-performing UK region in
June, and the rate of growth
accelerated to a twenty-seven
month high.

Expected activity in three months’ time

Higher Same Lower Net Index, 50 = no change
% % % +-% Index
Office construction
F06 32.5 63.9 36 +289 64.5
M 347 573 80 +26.7 63.3
A 31.0 634 56 +254  62.7
M 375 528 97 +278 63.9
J 37.0 5241 11.0 +26.0 63.0
Retail & leisure 45.0 Fotail & Luisure
F06 279 65.1 7.0 +20.9 60.5 M0 - — Industrial/Warehouse
M 238 71.4 48 +19.0 59.5 ’
A 260 671 68 +192 596 35.0||||||\HI|IIIIIHHIIIIIIIHIIIIII\HHI
M 264 639 9.7 +16.7 58.3 2003 2004 2005
J 280 610 110 +171 58.5
Industrial/warehouse Longer-run averages
F06 36.9 58.3 48 +321 66.1 Latest 3 months ~ Year-to-date
Mooy Gz 39 a0 B0 office 63.2 61.5
. . . +18.2  59.1 ) .
M 273 652 76 +19.7 598 Retail & Leisure 58.8 57.8
J 246 623 130 +116 55.8 Industrial/Warehouse  58.2 59.0

Regional commercial actiVity compared with one month ago

Higher Same Lower Net Index, 50 = no change
% % % +-% Index
London
Fo6 204 722 74 +13.0 56.5
M 340 596 6.4 +27.7 63.8
A 286 619 95 +19.0 59.5
M 306 67.3 20 +286 64.3
J 370 556 74 +29.6 64.8
Rest of South East 450 - Rest of South East
F06 319 638 43 +275 63.8 ——Rest of UK
M 271 678 51 4220 61.0 |
A 212 692 96 +115 55-8 BBOMTTTTT I T I T I T T T T T T T T T T T T T T T T T I T 1T
M 25.4 64.4 10.2 +15.3 57.6 2003 | 2004 2005
J 31.3 594 94 +219 60.9
Rest of UK Longer-run averages
II;/,IOG 21 g ggg 13513 +§;; ggg Latest 3 months ~ Year-to-date
. . . +33. .
A 299 642 60 +239 61.9  London 62.9 57.3
M 310 577 113 +197 59.9 South East 58.1 57.3
J 299 597 104 +195 59.7 Rest of UK 60.5 60.1

About the report

The Savills Commercial Development Activity PMI
report provides original data derived from a monthly
questionnaire survey based on a panel of members
comprising leading developers and contractors. The
survey is conducted by NTC Research on behalf of
Savills.

The results are presented by question asked,
showing the percentage of respondents reporting an
improvement, deterioration or no-change since the
previous month. From these percentages, an index
is derived such that a level of 50.0 signals no-change
since the previous month. Above 50.0 signals an
increase (or improvement), below 50.0 a decrease
(or deterioration). The greater the divergence from
50.0, the greater the rate of change signalled.

Savills

Savills Building Consultancy who are the sponsors
of the research are active in providing development
and construction advice throughout the UK. The
team focus on commercial property primarily within
the office, retail and industrial sectors. Specific serv-
ices include due diligence, development monitoring

and management, relocation and fitting out, project
management and related professional services.
Savills is the trading company for commercial prop-
erty services and a subsidiary of Savills plc, a leading
international property services company. The com-
pany undertakes a full range of services including
Agency, Investment, Valuation, Planning, Rating,
Landlord & Tenant as well as Property Management.

NTC Research

NTC Research is one of the world’s leading special-
ist providers of business research information.
Current research includes continuous surveys of
economic conditions in all main European countries
as well as the Far East. NTC reports are widely used
by governments, businesses and financial markets.
NTC hold the copyright for the Purchasing Managers
Indices (PMI) which is the methodology utilised to
collect business data and followed for this report.
Speed is an essential attribute and the PMI method-
ology allows publication of data within 2 weeks of
collection of questionnaires so producing up-to-date
indicators of activity and future trends.

© NTC Economics Ltd




