DATA STORY WA ¥4

ANSS A NANNY
ANS VRN, e ¢
’ ASSSSNSS SRS

YAZ22272727;
ANNSANY
RN 17777777 1
AN 1777 1777
/ NS\ /7777777/
11117177 7
AN NN NSNS SNNNY
ATTILLIL oo, awww
AT LIILLLLLL b, aawawaww
ATTLLLLILLLLLR LR s

SITIIITIIITIIIIIIIT TI7T711TI171777,
ypiiapiaiiiaiiigs
SIITIIITIIIIII 11777777777,

SITI 1111117117177 777777 A\\\\

AN NN
ANSA AN TR
ASSSSNNNNSS

11777777 7
117177717777
17777 1777

/171777777

AlIS SET TO
TRANSFORM HOW
WE LIVE AND WORK.
WHAT DOES THIS MEAN

FOR REAL ESTATE?

Connor Chilton

Paul Tostevin

Associate,
World Research

Director,
World Research

»

IMPACTS.SAVILLS.COM |



https://impacts.savills.com
mailto:ptostevin%40savills.com?subject=
mailto:ptostevin%40savills.com?subject=
mailto:connor.chilton%40savills.com?subject=
mailto:connor.chilton%40savills.com?subject=

The developing Al landscape

he adoption of Al has grown
I rapidly since OpenAl launched

ChatGPT, the first mass-
market large-language model, in late
2022. While the technology is still in
its infancy, its effects on productivity
and labour markets are starting to
be felt. Regulators around the world
are also considering how to respond.

Real estate is already
experiencing Al's impact: data
centres are enjoying an investment
boom. This is driven in part by
record hyperscaler spending, for
which the US has been the major
recipient. There are also knock-on
effects for logistics, with Europe
alone expected to see an additional
8.5 million sqg ft of demand for
supporting warehousing space over
the next three years.

Longer term, the implications for
the industry are less certain. But if
the current pace of uptake and
technological development
continues, Al could have a
transformative effect.

Al’s impact on different job types will vary
Occupational exposure to Al-driven disruption (%)
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Governments are tightening legislation in response to Al’s rapid growth

Mentions of Al in legislative proceedings in 75 jurisdictions
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Al’s growth is outpacing earlier
technologies - but market saturation
is some way off

Adoption of different technologies over time (%)
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Source: Savills Research using US Real-Time Population Survey
Note: denotes usage in prior week

Al is disrupting labour markets, but will
also create new jobs

Forecast impact of Al and wider structural labour

market transformation
NEWLY CREATED

JOBS TO BE DISPLACED
GLOBALLY BY 2030 JOBS

+78M  =2.5%

NET JOBS OF JOBS DISPLACED, BUT
22% WILL SEE SOME KIND OF
DISRUPTION

Source: Savills Research using World Economic Forum. Structural forces
include Al and automation, broader technological change, demographic
shifts, the green transition and geo-economic pressures
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Al has the potential to boost slow
productivity growth

Annual productivity growth B Potential Al productivity boost
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Source: Savills Research using OECD and Al-related productivity scenarios

Investment in data centres has
reached record levels
Capital expenditure by major hyperscalers
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Source: Savills Research. *Mid-range estimates based on public
announcements

As Al speeds up routine work, the value of human connection grows.
Offices must become ever more collaborative, social and supportive
environments that enable teams to create, innovate and thrive

CAROLINE PONTIFEX, DIRECTOR, HEAD OF WORKPLACE AND DESIGN, SAVILLS
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Al’s implications for real estate

he long-term impact of Al on

real estate will depend on two

factors: the pace at which the
technology is adopted and the level
of sophistication or advancement it
reaches. A high-adoption, high-
advancement scenario will
fundamentally change what people
need from homes, workplaces,
leisure facilities and logistics
networks.

Alternatively, uneven Al
deployment could concentrate
economic gains in a limited number
of firms or regions. Or adoption may
fall short of full-scale automation,
resulting in more incremental
changes.

The impact is already being felt in
different sectors. Al has fuelled rapid
investment in data centres. Wider
everyday adoption will further boost
demand for edge data centres to
handle time-sensitive workloads.

As Al is integrated into operational
systems, tech-enabled workspaces, p

Al is
reshaping
the way real estate
services can be
delivered by allowing us to build
tools in-house in days that
once took months or required
outsourcing. With Al automating
more processes, the real value
shifts to our people’s expertise
and ability to accelerate
workflows to deliver better client
outcomes

RICHARD CARD, GROUP CHIEF INFORMATION
OFFICER, SAVILLS
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* Al as augmentation
Al enhances human systems across daily life and business, boosting
efficiency, but stops short of full-scale automation
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Limited Al adoption
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In retail, AI could transform production, inventory mapping, customer interactions
and forecasting, improving in-store experiences and helping stores operate more effectively
as distribution hubs for faster click-and-collect services. These efficiency gains could
improve margins, with positive consequences for retail real estate strategy

MARIE HICKEY, DIRECTOR, GLOBAL RETAIL RESEARCH LEAD, SAVILLS
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in inventory management and
routing may allow retailers

to better match supply with
demand, changing their
warehousing needs. But as
tangible goods still need
storing, this largely moves space
requirements further down the
supply chain. Suppliers might
need to hold more buffer stock,
increasing demand for more
cost-effective warehousing on
the periphery of prime and in
secondary locations

KEVIN MOFID, DIRECTOR, HEAD OF EMEA
INDUSTRIAL AND LOGISTICS RESEARCH,
SAVILLS

warehouses, retail and homes could
become the norm, pushing
businesses towards higher-quality
space. Al-driven efficiency gains
could lead to more resilient, lower-
risk tenants who are more likely to
expand, boosting real estate
demand.

In a more fragmented
deployment scenario, Al's
economic benefits could accrue
disproportionately to certain firms,
sectors or regions. Differences in
office employment have, so far, been
explained by economic growth,
labour market maturity and sectoral
drivers rather than Al, with GDP
growth the strongest factor. But key
Al knowledge and skill clusters could
outperform, with office take-up
concentrated in sectors most
directly benefiting from the
technology. =

IMPACTS THE FUTURE OF GLOBAL REAL ESTATE

The cities benefiting
from the Al revolution

he cities leading the way in Al - and other

advanced, research-intensive innovations such as

qguantum computing, nanotechnology and biotech
- are enjoying a significant economic boost. Our Savills
Deep Tech Index analyses the top 15 cities where real
estate markets are already benefiting from this growth.

Part of our broader Tech Cities research programme
our research shows that the economies of these Deep
Tech cities have grown 0.9 percentage points a year faster
than the countries they are located in over the past
decade. We expect this trend to continue.

As a result, locations such as San Francisco, New York,
the UK’s ‘Golden Triangle’ (London, Oxford and
Cambridge), Seoul and Tokyo have seen strong demand
for office and laboratory space, as well as increased
residential needs from highly skilled workers. In addition,
the growing integration of Al into life sciences is expected
to boost demand for dry labs for computational work.

The San Francisco Bay Area tops the index. It is home
to major Al companies and associated businesses,
including OpenAl, Anthropic, Google DeepMind and
Nvidia. Leasing activity from Al firms has helped San
Francisco’s office markets stage a partial recovery, with
availability falling from record highs.

The UK’s Golden Triangle is third in our index. A key
global biotech and life sciences hub, it is home to 11
top-ranked universities (QS Global 500), including leading
research institutions. “Strong corporate and venture
capital investment in Al is lifting office demand across key
knowledge clusters,” says Tom Mellows, Head of UK
Science, Savills. “London has become Europe’s leading
Deep Tech hub. The Knowledge Quarter (spanning King’s
Cross, Bloomsbury and Euston) is at the forefront,

‘ ‘ The data centre sector remains heavily
concentrated in North America, where public
cloud has driven demand since 2012-13. In
Europe, most data-centre activity is still very
location-driven because latency matters.

Access to cheap power is also essential, which
is why we’re seeing the strongest growth in
Spain and Portugal and the Nordics

RUPERT DUCKWORTH, ASSOCIATE DIRECTOR, EMEA
DATA CENTRE ADVISORY, SAVILLS
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benefiting from clustering with tech firms, proximity to
leading institutions such as UCL and the Alan Turing
Institute, and an amenity-rich urban setting coupled with
strong transport links.

“Demand spans both pure-play Al developers such as
OpenAl and Anthropic - which have recently announced
new or expanded offices - and a growing cohort of
science and tech-related businesses that are utilising Al
across areas such as robotics, autonomous vehicles,
computing, materials and pharma. The latter in particular
are redefining building specifications, driving demand for
higher power capacity, on-site data infrastructure,
enhanced ventilation and, in some cases, clean room
facilities.”

Deep Tech cities typically benefit from factors
including:

B A pipeline of highly skilled tech and science graduates.

B Proximity to leading universities, research institutions
and testing facilities.

Bl Access to mature and sophisticated venture capital
markets.

B Robust intellectual property regulation.

Increasingly, Al adoption means access to power supplies
is also becoming advantageous.

Top 15 Deep Tech hubs
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WILL HAWKING
HEAD OF LIFE SCIENCES,
ROYAL LONDON ASSET
MANAGEMENT

Al is fundamentally
“ reshaping how science

and research
organisations operate. That shift
is playing out clearly across
London’s Knowledge Quarter.
While UK life sciences real estate
is often discussed through a
narrow wet-lab lens, we are
seeing growing requirements for
flexible real estate as traditional
research embraces Al and
computational data models.
Demand is not declining, but
evolving.

Our recent lettings to Al-led
occupiers at One Triton Square,
including Anthropic, illustrate
how science-driven and
technology-led businesses are
converging. These organisations
may not require traditional lab
space, but they are deeply
research-intensive and value
proximity to leading institutions,
access to talent and
collaboration within established
innovation ecosystems.
Locations like the Knowledge
Quarter offer a unique
combination of academic
excellence, global and regional
connectivity and an amenity-rich
urban environment.

Across our wider portfolio,
from more established wet-lab
environments such as Cambridge
Research Park to highly flexible
innovation buildings in central
London, we see an expanding
spectrum of occupier needs. The
success of One Triton Square
shows why London’s leading
knowledge clusters continue to

attract global Al and
Deep Tech demand. ,,
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