THE CHANGING CBD

Should we leave
the traditional
CBD behind?
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INTRO

Feature

LOCATIONS AND FUNCTIONS
In early urban geographical models,
the modern city was represented by a
clear distinction between centre and
periphery from a functional point of
view. Cultural and political preferences,
religion, economic relations and
production techniques have contributed
to a former distinction between the
different functions of a city. This has
resulted in previously fragmented cities,
with monofunctional areas, based on
the land values and transportation hubs.
As such, in the post-industrial era, CBDs
have emerged in most of the developed
cities, in the heart of the city, where
land values were the most expensive.
Modern cities present a relatively spread
landscape, with a strong (though ageing)
CBD and diverse secondary office districts
going towards the periphery. This has
offered more opportunities in terms
of a wider rental spectrum and new

GEN Z
CITIES:
SHOULD WE
LEAVE CBD
BEHIND?

opportunities for developers. However,
it has also contributed to congestion,
higher vacancy rates in some areas,
an unplanned feel to the overarching
environment and increased challenges
in attracting talented employees.
Whilst the statement it’s ‘all about
location’ remains key there are questions
to be asked around the relativity this has
to the expectations of a new workforce.
This new workforce group seeks for an
alternative work-life balance, now possible
with new and remote technologies,
collaboration and new ways of moving.
As such, the old and traditional location
of functions can be challenged. In an
increasingly complex world, where the
war of talent is becoming key, there
is a need for designing new strategies
to approach the location of the office
function and to reimagine the future city.

Location and work-life
balance are key
It is about human scale
and diversity
Cities are changing from
mono-functional clusters
towards Mixed Use
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OFFICE
LIQUIDITY
MOVES
OUT OF
TOWN

Feature

While prime CBD offices are still viewed
as attractive investments, last decade
showed a dramatic shift of investment
interest towards non-CBD. Across
EMEA region Non-CBD investments
exceeded CBD in 2016 and continues
to grow with CBD volumes slowing.

CHANGE IN MARKET METRICS FROM 2009 TO 2018
ACROSS EMEA REGION.*

CBD

Non CBD

Median price per sqm growth, %

26

-6%

USD Transaction volume growth, %

174

255

Sq. m. transaction volume growth, %

82

217

*Based on the analysis of investment transactions with office properties across EMEA region. Source: RCA
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EMPLOYMENT
SHARE HAS
SHRUNK IN
THE CORE
CBD IN SOME
CENTRES
Certain cities have seen the employment
share of companies located in the CBD
gradually reduce over the last two
decades (e.g. Paris, Munich, Brussels)
indicating a geographic disparity in new
employment creation. However, the
majority of the cities in our analysis show
companies located in the CBD extending
their share of total employment over
the period since the late 1990’s (e.g.
Milan, Zurich and Copenhagen).

CBDs are expanding beyond
their traditional boundaries
In 11 out of 20 major European
cities, the CBD has seen a reduction
in its share of overall office
stock over the past decade.
The CBD is also expanding outside
of its traditional boundary and
separate nodes of business activity
are developing within cities.
As a city matures and expands
its reasonable to assume
that it will become relatively
less monocentric as new
development spreads out.

The share of CBD office stock
as a proportion of the total is
declining in most European cities
The CBD’s share of total
employment is also shrinking in
some cities
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OFFICE
MARKET
TRENDS
IMPACTING
LOCATIONS
•G
 overnment politics
and local policies
• Generation shift
• Workplace trends
• Personal vehicles
The spatial organization of
business activity is set to shift
as polycentricity becomes
the norm and as changes in
human behavior, technological
developments and economic
necessity lead to less centralized
activity. This may be in the form

of greater local working, therefore
reducing our carbon footprint
through reduced travel and
utilizing mixed use development
allowing people to work, shop
and live in closer proximity. This
process would be facilitated
by the expansion of serviced
offices and remote working
practices. This transformation
depends on changes in human
behavior to make decentralized
and remote working standard
practice beyond the trailblazing
technology and creative sectors.

CBD is a central hub that
supports decentralized activity

CBD will gain in importance
as the central hub supporting
decentralized activity. This will
accelerate the trend towards
office development with a higher
proportion of meeting and
collaboration space in traditional
CBD areas. Thus, workers will
increasingly travel into the CBD
for activities that require social
interaction, teamworking and
face-to-face meetings; while
potentially working locally in
serviced office space, at home or
remotely for independent tasks.

OFFICE
CLUSTERS
TYPOLOGY
CBD

SPOT

DONUT

Networking activities
and social interaction
LINEAR

SCATTERED
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FUTURE PROOF
BUSINESS
LOCATION
STRATEGIES

Comfort, wellbeing and
quality of life is the advantage
in the competition for talent

COMPETITION: BEING
CLOSE OR BEING FAR?
The clustering of similar businesses
has been driven by the competition
for labour. Geographical proximity
to competitors ensures equal
access to the requisite labour force.
However, with the increase of
population mobility and growth
of the shared economy, high quality
labor migration will intensify.
So instead of being on par with
competition, location strategy
should be viewed as a future
proof competition advantage.
Competitors location strategies
should be evaluated for their
weaknesses.

Aerotropolis concepts, Transit hubs

LABOR RESOURCES
IN THE IMMEDIATE
CATCHMENT AREA +
LONG DISTANCE ACCESS
(HIGH SPEED TRAIN
AND AIRPORT)
In 2010 – 2020 international
corporations were consolidating
functions like Production, R&D,
Marketing or Finance in dedicated
offices. For such companies’
immediate access to versatile labor
becomes less important than long
range access for international travel.
Proximity to a major airport or high
speed train hubs is greatly valued.
Gateway cities with lower real
estate costs and extensive
infrastructure development
programs can be a good choice.

PLEASANT CITIES
AND NEIGHBORHOODS
Mix use, diversity and sustainability
People intensive business was trying
to gain competitive advantage by
accessing the biggest labor markets
in order to have a better choice
of employee. As the result such
companies locate their offices in the
centres of Mega Cities, accessing
millions of potential employees.
As cities compete for talents with
each other, the size of the labour
market becomes less important
than the quality of the workforce.
So, could the natural choice
be neighbourhoods offering
the best quality of life?

An office is a place to
learn as well as work
OFFICES ARE
ABOUT INTERACTION
In retail we see retailers
without shops, but the postindustrial economy is not
possible without an office.
While offices retain their importance,
the role of an office is shifting.
From a very functional, static
environment to one that fosters
and encourages communication
and connection between people.
While ‘tasks’ can be done at home,
in a flexible space or indeed a coffee
shop; communication, interaction,
personal development and learning
will be concentrated in offices.
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WHAT
MIGHT
CHANGE
MEAN?

Feature

Prime locations will remain
important to the strategies
of developers and investors.
In addition there will be more
focus on placemaking, the positive
gentrification of an area and
general approaches to creating
‘new’ locations of interest

There will be an increased appetite
for mixed use environments.
The combination of office, public space,
landlord activated space, retail and leisure
will be recognised as key components.
This is discussed in further detail in
the mixed use outlook 2020 content.

The newer style of development and re-imagining
of some parts of the city landscape create an
opportunity to use technology more efficiently.
The growth in smart tech, IoT connectivity and
big data creation and of course PropTech is
positioned to deliver far more insight than has
previously been possible. This should drive
greater intelligence and in turn flexibility of use.
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CASE
STUDIES
LONDON

Expansion of London's
core centres – The City
continues to dominate.
Rather than becoming
polycentric, it could be
argued that London has
simply expanded with
areas around the City
and West End growing
overtime, driven
by new supply and
regular improvements
to infrastructure.
Over the past two decades
new areas have emerged as
the boundaries of traditional
markets merge or spread further
afield. In part driven by new
developments providing new and
often cheaper space (initially),
or the wider redevelopment of
areas around key transport hubs.
External factors, such as the 2012
Olympics, significantly boosted
the prospects of emerging
submarkets like Stratford.
Emerging submarkets have
not necessarily challenged the
traditional core areas on scale, but
a number of peripheral locations
are now priced above their
respective cores. Examples include
Shoreditch, which benefitted from
the Tech City clusters, Clerkenwell
and Southbank. Prime rents in all
three of these locations are now
at a premium to the City Core.

SOUTHBANK
Areas around Southbank are
supported by the extension of
the jubilee line, vastly improving
access to the area and opening
up other sites for redevelopment.
Today, rents in Southbank are
at or even above those in City
Core. In part, this is because
of the cultural aspects of the
submarket, as well as the 24/7
economy which is not necessarily
present in the Square Mile.

VICTORIA
This location has grown through
new schemes, with the Lyons
Review into the occupation of
space by Government departments
leading to a shift of some works
outside of London, whilst also
allowing for the rationalization
of space and enabling wider
redevelopment of the area.
Improvements to existing
transport infrastructure and
the attached public realm have
provided a platform for large-scale
development from the likes of
Landsec and Tishman Speyer.

KINGS CROSS
Kings Cross undergone a wider
regeneration process in the area
around the new international
rail terminal. The implemented
strategy came up with new sites for
redevelopment and the provision of
mixed use projects including office,
retail, leisure and residential uses.
Having a single owner, Argent, has
allowed a unified and coordinated
approach to the regeneration.

MOSCOW

Moscow had gone through major
transformation since 2012
with tremendous investments
into transport infrastructure,
urban regeneration, public
spaces, along with strict traffic
and parking regulation.
Office rent premium for walking accessibility
from metro station increased from 17% for
each 5 minutes to 24% (* details are available
in walking distance premium report).
In 2008, the CBD performed significantly better
than other areas, where rents fell significantly,
but 2016 post-sanctions market crunch affected
the CBD significantly more than other city areas.
Currently three trends are observed
in the Moscow office market:

CBD EXPANSION
Originally only the area within the inner ring
road (Garden Ring) was considered as CBD, now
the area within the third ring road is perceived
by the market as a business area. Authorities a
ban on office construction within the inner ring.
The aim being to support residential and hotels
development in the area. Potentially within 10-15
years Moscow CBD will have a donut shape.

NEW LINEAR OFFICE CLUSTER
Leningradsky Office corridor is extended
along the Leningrdskoye Highway which
connects the city centre with major airport.
Office rents in this location are aligned with
those in the city centre. Leningradsky Office
corridor has a strong development pipeline
and a stable demand from corporates.

CREATIVE CLUSTERS
Secondary offices located in former industrial
premises are distributed around the city
and favor 20% higher rents in comparison
to modern offices in a similar location. Such
premises are preferred by creative industries.
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