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Don’t Pin Hopes on a Property Recovery Yet, says BDO LLP
Although the UK property market showed signs of a recovery towards the end of 2009, it is still too soon to expect that recovery to continue in 2010, according to the latest edition of the Commercial Real Estate Review by accountants and business advisers BDO LLP.

Although the number of commercial transactions increased during the year, experts say that several key underlying factors will continue to cause turbulence in the sector for much of the year. “Although we are seeing higher investment returns and a more stable tenant market, we still have a long way to go before we are at the number of transactions that we saw pre-recession,” says Chris Driver, Audit Director and Head of the Real Estate and Construction sector group at BDO LLP in Southampton.

“The combination of an election year, which is bringing considerable uncertainty across industry sectors, coupled with continuing fears about unemployment and consumer spending, and concerns over rising taxes later in the year all have the potential to undermine the commercial property market.”

The pickup in real-estate valuations has been fuelled by international buyers taking advantage of cheaper prices and the weakness of sterling. However, investors as well as lenders still are focusing on prime properties, with secure and long-term income streams, which are in short supply. While prime property values are expected to hold up better in 2010, secondary property, those with less resilient income streams, shorter leases or in less-desirable locations, may fall further.

Another factor which has the power to derail a recovery is the fact that banks are releasing property slowly into the market, resulting in too many investors chasing too few properties. A huge raft of property is also due to be re-financed in the next twelve to eighteen months, which will put additional pressure on bank balance sheets.

“For all of these reasons, we believe that it will be a long slow recovery in the market,” explains Driver. “There is increased lending and debt is available, although in more limited quantity and at higher prices than were previously seen. Also, development activity showed signs of improvement towards the end of 2009 with a net balance of developers and contractors reporting increased trade for a fifth month in a row. So there are reasons for some optimism.”
- Ends –
	About BDO LLP
	BDO LLP operates across the UK with some 3,000 partners and staff. BDO LLP is a UK limited liability partnership and a UK Member Firm of BDO International. BDO in Northern Ireland is a separate partnership operating under a licence agreement.  BDO International is a world-wide network of public accounting firms, called BDO Member Firms.  Each BDO Member Firm is an independent legal entity world-wide and no BDO Member Firm is responsible for the acts and omissions of another member. The network is coordinated by BDO Global Coordination B.V., incorporated in the Netherlands with its statutory seat in Eindhoven (trade register registration number 33205251) and with an office at Boulevard de la Woluwe 60, 1200 Brussels, Belgium, where the International Executive Office is located. 

The combined fee income of all the BDO Member Firms was $5.14 billion in 2008. The global network has 1,095 offices in 110 countries and more than 44,000 partners and staff provide business advisory services throughout the world. 
BDO LLP and BDO Northern Ireland are both separately authorised and regulated by the Financial Services Authority to conduct investment business. 

BDO is the brand name for the BDO International network and for each of the BDO Member Firms.

	About the CRER
	The BDO Commercial Real Estate Review is calculated by analysing the results of a number of industry surveys:
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	Activity levels are a net balance between those who believe commercial property activity is improving and those who believe it is getting worse.
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