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5 Things You Need to Know

Take up reached 414,000 sq ft

Demand for laboratory space alone amounted to 1.2 million sq ft

2022 saw ¢.£700 million of office and life science investments traded, with

/D Double digit rental growth was experienced across both lab and offices
@ the majority occurring in Q3.

% Cambridge based Life Science & bio-tech companies raised £5629m in 2022

Cambridge has long been a prominent hub for science and technology and has continued to
demonstrate this in 2022 with active demand for laboratory space alone totalling 1.2 million sq
ft. Combined, office and laboratory demand was in excess of 2.0 million sq ft.

Take-up of office and laboratory space for the year was 414,000 sq ft. Whilst down from 728,500
sq ft in 2021, this drop was due to a lack of supply and was not reflective of a reduction in
demand.

A new prime office rent for Cambridge was achieved at £57.85 per sq ft.

Furthermore, £680 million of investment into office and laboratory development opportunities
saw a shift into acquiring office space with the potential of redevelopment into laboratories to
try and address the structural supply/demand imbalance. It was this redevelopment opportunity
that dominated the investment market with the largest deal of the year at Capital Park claiming
30% of the year’s total spend.
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2022 office take up in Cambridge reached 345,000 sq ft, down 37% on 2021’s level and
falling below the 5-year average of 470,600 sq ft. Out of 51 tracked transactions, 40 of them
were for spaces under 10,000 sq ft, there was no take up of office space over 50,000 sq ft, and
only 4 transactions occurred in the 20,000-50,000 sq ft range. As a result, the average office
area leased was 6,700 sq ft, a 21% decrease year-over-year.
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These results are due to high demand levels in Cambridge but set against a decreasing supply
of larger office spaces. Although total demand for office space exceeded 500,000 sq ft, the
average requirement size was approximately 30,000 sq ft. At the end of 2022, the largest
available space within an existing building was 42,500 sq ft at Building B, Cambridge Business
Park.

Subsequently, the largest leasing deal by area in 2022 was Dassault Aviation occupying over
30,300 sq ft at 22 Cambridge Science Park in Q3 for a term of 11.5 years at a headline rent of
£37.50 per sq ft.

A new office prime headline rent was accomplished in Q4 2022 with the letting of 2,600 sq ft
new Grade A office space at 3 Station Square to Charles Stanley at £57.85 per sq ft for 10 years.
This represents rental growth of 52% since 2017.

As a national hub for technology and knowledge intensive firms, Cambridge did not face the
same extent of diminished demand that came with the increased work from home culture that
has affected many other UK cities. Instead, its rents grew as occupiers remained willing to pay a
premium for the best buildings in the most prime locations.

Q4 also saw Siemens pre-let 27,600 sq ft of Wrenbridge and M&G’s 67,000 sq ft Brooklands
development in the City Centre at a headline rent of £53.50 per sq ft. The other notable
transaction in the city centre was the letting of 7,506 sq ft at 4 Station Square to Taylor Vinters
at just under £54 per sq ft.
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Despite new prime rents being achieved and nearly a letting a week on average, general market
activity was restricted by the lack of new supply. Looking to the near future, the completion of
One Cambridge Square in Q1 2023 will provide an additional 94,000 sq ft of Grade A space
whilst the completion of the Brooklands in Q3 2023 will add an additional 39,300 sq ft.

LIFE SCIENCE

Activity in the life science market was significantly impacted by the lack of availability and
supply. Take-up in 2022 totalled 69,000 sq ft, a 63% decrease from 2021, the result of there
being a complete absence of available purpose-built laboratory space. This meant that some
life science and bio-tech companies with urgent requirements began to look at the viability of
adapting office space for laboratory use, accepting the trade-off between speed of occupation
and quality of accommodation.

Metrion Biosciences increased its occupancy at Granta Park to over 20,000 sq ft by taking a
further 8,700 sq ft at the Granta Centre at a headline rent of £36.00 psf where they have fitted
out lab space. Sphere Fluidics also converted 7,000 sq ft of office space to laboratories in the
same complex at a similar rent level.

Indeed, every lab letting over 10,000 sq ft this year has happened within office space that has
subsequently been repurposed to laboratories. The largest laboratory lease signed in 2022
was in Q2 at Mortlock House on Vision Park in Histon, as the 29,000 sq ft converted laboratory
space was occupied by Nuclera at £45.85 per sq ft for 10 years. However, continued limited
supply meant that the 8,800 sq ft space at The Works in Sawston, let to Chimeris UK for 10 years
at £43.00 per sq ft, was the largest transaction to occur in Q4.
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In sharp contrast to the tight supply there is over 1.2m sq ft of named laboratory demand.
The demand is also becoming more broad-based, with perhaps less need for highly specified
laboratories in favour of wider applications involving data processing, computational analysis as
well as in advanced technologies such as quantum computing and new battery development.
This demand is driven in part by maturing companies looking to “graduate” from incubator
spaces, and three years of robust fundraising where Cambridge based life science and bio-
tech companies have raised £2.13 billion since 2019 with £529 million raised in 2022 alone. It is
important to note that this capital is already sitting with these companies and so the demand is
effectively baked in. We do not expect to see it materially reducing in 2023.

It is against this backdrop, and rising build costs for developers, that we expect to see significant
rental growth in laboratory rents in 2023 from the current high of £48.50 psf. Pressure on supply
should lift slightly in the short term with the construction of vital laboratory space taking place
at 1000 Discovery Drive, Cambridge Biomedical Campus (105,000 sq ft), and Phase 2, Unity
Campus (90,000 sq ft). Both schemes have a targeted delivery over 2023. Construction is also
underway on the Babraham Research Campus at Building 960 (40,000 sq ft) with the building
expected to PC in the beginning of 2024. Given the clear supply demand imbalance, there has
been significant interest in this space, with most expected to be pre-let prior to completion.
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Office investment volumes hit ¢.£513 million in 2022, standing at the best year on record with
an 18% increase on 2021’s total.
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However, no deals took place in Q4, with Q3 seeing the most transactional activity, trading
over £295 million, 108% more than the corresponding period in 2021.

Oval advised by DTRE, sold the 250,000 sq ft Capital Park to Longfellow for £185 million as an
office investment to be converted to life sciences, the largest transaction of the year. The other
major transaction of Botanic Place, 100-112 Hills Road occurred in Q3 at £175 million bought by
Railpen. In the same period, Stanhope and Cadillac Fairview acquired the fully let 194, 196 and
198 Grade A offices at Cambridge Science Park for around £85 million.

Volumes were further bolstered by Brockton Everlast’s purchase of Buildings 1-2 at Cambridge
Science Park in Q3. The £140 million scheme was sold by Tuspark and Trinity College Cambridge
and was the final stage of the joint venture’s five-building scheme designed for high-tech and
life science companies.

LIFE SCIENCE

The year was dominated by investors and developers acquiring office buildings that have the
potential to convert or redevelop as laboratory space. Lateral’s £15 million acquisition of Mortlock
House and IQHQ’s purchase of Nuclera’s ¢.8,000 sq ft offices building at 137 Cambridge
Science Park for £13 million were two such deals. The Vitrum Building at St Johns Innovation
Park, purchased by Breakthrough Properties as an office for £25 million was also sold with the
intention of redeveloping the existing building into laboratories.
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