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A turbulent few months has seen a change in attitude in the market as the fit out sector 

reacts to the result of the EU referendum.  In our summer survey, the market was 

anticipating a steady warming with key trades such as M&E and Joinery being particularly 

stretched.  While these trades continue to be in demand, the immediate fall out has seen 

more aggressive bidding of work combined with price inflation as a result of the weak pound.  

Single stage tendering has made somewhat of a comeback during Q3 with many contractors now 

reporting that this is where the majority of their opportunities are coming from.  The market has 

responded to the ‘leave’ vote by looking to secure turnover in the short to medium term . 

Inflation levels in the London fit out market has been around 5% for 2016.  Our survey reveals that 

inflation levels are expected to be around 5% for the next 24 months. 

 

 

 

In this issue we explore how the London fit out market has reacted to this changing landscape. 

  

London fit-out update 

Tender price inflation  

5.1% 
London fit-out 2016 

5.4% 
London fit-out 2017 

4.8% 

London fit-out 2018 
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Labour 

 Shortages in labour evidenced during the upturn in the market and the recruitment of   

quality staff continues. 

 

 

Materials 

Continued pressures felt from a weakening exchange rate are starting to be evidenced 

in increasing base input costs. 

 

 

Overheads & profit 

Sentiment indicators suggest OH&P's have remained the same over the past 3 months, 

however, there is evidence of competitive bidding particularly on two stage projects. 

 

 

 

Preliminaries 

Sentiment indicators state preliminaries have remained the same over the recent 

quarter. 

 

 

Key indicators 

Indicative movement in key parameters over the past 3 months (London specific) 
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London fit-out market analysis  

Our autumn survey of tier one and tier two suppliers tested market sentiment, expected tendering 
conditions and expected price rises. 

Market outlook 

The uncertainty felt immediately after the ‘Brexit’ vote seems 

to have persisted into the fit-out market throughout autumn 

2016 and it seems that uncertainty will characterise the 

market going forwards. Tender workloads have decreased 

slightly as a response to the initial vote, although many are 

expecting these to have rebounded as clients become clearer 

on their future real estate strategy.  The overall theme 

running through the fit-out market is one of cautious 

optimism. 

Our summer survey identified that market conditions were 

expected to get warmer, with 50% of respondents anticipating 

this trend.  Post-Brexit, market sentiment has cooled with the 

majority expecting the market to remain the same.   

A large selection of the contractors we surveyed stated that 

the market is very much in good health, with increased 

opportunities for small/ medium sized contractors. Material 

costs have increased as sterling continues to toil after large 

scale devaluations post ‘Brexit’ vote.  This has had a knock on 

impact on tender prices, with contractors pricing in risk on 

longer running projects.  

Additionally, it is anticipated that skills shortages will continue into 2017 and specialist trades such as 

joinery and M&E are at the higher end of the scale due to high demand. However, if other sectors cool 

down as a result of the referendum, there may be additional capacity to temper labour cost inflation.  

We have seen some aggressive pricing on short 

term single stage projects where contractors appear 

to be securing turnover to boost year end accounts 

and provide a good start to the 17/18 financial year.  

Two-stage tenders are also seeing keen pricing on 

preliminaries and overheads and profit.  OH&P 

levels on single stage projects are currently around 

4-5%, however, for larger two-stage projects we 

are seeing bids at less than 1%.  During early 2016 

OH&P on two stage projects was typically 2-3%. 

Main contractor preliminaries are currently running 

at 8-9% on a typical medium sized Cat B fit out, 

which is expected to remain relatively consistent 

into 2017.  

 

 

 

Warmer
33%

Staying 
The 

Same
67%

Tier one and two supplier survey: 
market conditions   
Turner & Townsend
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Tendering conditions 

  

 

The level of opportunity remains high, however, this sentiment is not felt throughout all the supply 

chain. Some larger opportunities are coming to market, which will mean sub-contractors in particular 

will begin to be more selective on the projects they target. Yet, niche trades, such as audio visual work, 

see opportunities to be cooling down. Essentially mixed messages across the varying stages of work 

streams. 

Single stage tendering has become much 

more prevalent, with over half of respondents 

saying that this is where the majority of their 

workload is coming from. 

Order books were relatively secure for 2016, 

however, the outlook for 2017 was mixed 

with a few key trades having relatively full 

books but plenty of capacity elsewhere in the 

market, both in terms of main contractors 

and the supply chain.  

Lukewarm
22%

Warm
72%

Hot
6%

▪ Cold:  

intense competition, not much work, prices low. 

▪ Lukewarm:  
strong competition, moderate tender prices. 

▪ Warm:  
moderate competition, moderate tender prices. 

▪ 
Hot:  

reduced competition, work easy to get, tender prices 

high. 

▪ 
Overheating:  

Shortage of builders, minimal competition, prices 
very high. 

Tier one and two supplier survey:  
tendering conditions  
Turner & Townsend 

Tier one contractor workload 
Turner & Townsend 
 
 
 
 
 
 
 

 

Tier one and two order books 
Turner & Townsend 
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Inflation rates 

Current feedback is that suspended ceiling systems are still the component expected to increase the 

most, by 9.7% as of autumn 2016, which has risen from 7.5% in our summer survey.  Much of this is 

as a result of exchange rate fluctuations.  All forms of labour are expected to increase within the 6-7% 

banding across the coming 12 months, signifying that labour costs are still anticipated to be high and 

shortages persist in skilled trades. The smallest inflationary increase appears to be carpet tiles - at 

4.3% - replacing sprinkler systems in the prior survey round. 

 

 

  

Tier two supplier survey: Inflation 
expectations +12 months      
Turner & Townsend 



London fit-out update 

 

06 

Turner & Townsend 

Survey return commentary 

Drywall 

 

Our market is very strong at present and we have a number of projects lined up for the New Year, 

which is unusual. We are receiving an unprecedented number of tenders, not just from our limited 

client base but many from contractors, whom we have never worked for and within industries we 

have previously not worked in. We are currently recruiting additional management to meet these 

needs. Overall, the size of projects we are currently tendering have increased substantially. 

Generally, we have not noticed a delay in obtaining quotes from our suppliers but have noticed that 

lead times for materials are increasing.” 

Audio Visual 

 

The market at present is tough. Not many large high margin opportunities and timescales too short 

for quality delivery especially for our back end trade.” 

MEP 

 

The market is currently buoyant and our observations can be summarised as follows: frequent 

material cost increases for general materials, specialist plant and capital equipment. Labour cost 

increases and labour quality/ availability issues. Specialist trade tendering, resource and 

performance issues. Specialist trade greatly reduced appetite for risk. Staff and prelim cost 

increases. Staff and management shortages. Recruitment and retention of staff.” 

Joinery 

 

The Joinery Market in Central London is currently very buoyant, we expect this to continue into 

2017. We are concerned what 2018 may bring, particularly with the Brexit situation and the 

unknown issues that this may bring. But certainly we are not seeing a drop off in our market place, 

in fact quite the contrary.” 

Contractor 

 

It is worth noting that we have seen redundancies at consultancy level which gives us cause for 

concern and the impact (or not) of Brexit has yet to be realised. I suspect that many contractors 

are looking to shore up work in the short-term to offset any immediate impact, to enable a 'look 

and see' assessment to be made when the leave process commences.” 

 

Key challenges 

 Tendering capacity and labour resource will continue to be an issue at the beginning of 2017. Lead 

times for materials are lengthening and material prices are increasing; 

 The supply chain sees a buoyant market, meaning they are more likely to be risk adverse, which 

may impact cost expectations; 

 Skilled labour is in demand and prices are increasing to reflect it. In very rare instances, sub-

contractors are walking away from tenders / quotes submitted to pursue more attractive work. 

 Churn in resource in the main contractor market is creating challenges therefore suppliers should 

look at how they can secure teams early. 

 Cost checking before going to market is key due to the likelihood of short term price fluctuations. 
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About Turner & Townsend 

We are an independent professional services company 

specialising in programme management, project 

management, cost management and consulting across 

the real estate, infrastructure and natural resources 

sectors. 

With 97 offices in 41 countries, we draw on our extensive 

global and industry experience to manage risk while 

maximising value and performance during the 

construction and operation of our clients’ assets. 

 

 

© Turner & Townsend Cost Management Limited.  This content is for general information purposes only and does not 

purport to constitute professional advice.  We do not make any representation or give any warranty, express or 

implied, and shall not be liable for any losses or damages whatsoever, arising from reliance on information contained 

in this document. 

It must not be made available or copied or otherwise quoted or referred to in whole or in part in any way, including 

orally, to any other party without our express written permission and we accept no liability of whatsoever nature for 

any use by any other party. 
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