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Snapshot 
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Overview 
According to the Office for National Statistics (ONS), the volume 

of retail sales in the UK grew by 5.2% year-on-year in January 

2016, representing the fastest growth in over two years. Trading 

conditions have been boosted by an improving labour market, 

resulting from an increase in real incomes and spending power. 

However, despite positive economic growth, concerns about 

Brexit and the ongoing Eurozone crisis have had a detrimental 

impact on consumer confidence, which stood at zero in February 

and March, the lowest level since December 2014, according to 

GfK. 

Occupier focus 
The retail occupational market remained strong in Q1 2016 and 

vacancy rates have started to fall as a result. Furthermore, the 

total UK retail footprint has been reduced. Although the quantity 

bought in textile, clothing and footwear stores decreased 

compared with February 2015, on the whole occupier demand 

rose, led primarily by food and clothing value retailers. On the 

supply side, 188,000 sq m of new shopping centre space was 

delivered onto the market in 2015 and we expect this trend to 

continue during 2016-2017, with 330,000 sq m of shopping centre 

space currently under construction.   

Investment focus 
UK funds and institutions, as well as overseas private equity 

investors continue to show strong appetite for shops in core 

locations, while there has also been greater interest for well-let 

units in certain second-tier markets. Demand for prime shopping 

centres is healthy, with several significant deals completed in Q4 

2015. Investor appetite for secondary stock has waned, however, 

with some buyers now fully invested and others becoming 

increasingly sensitive to pricing and location. UK institutions and 

retail funds are dominating activity in the out-of-town sector, but 

more private equity buyers and opportunity funds have emerged 

and are mainly targeting attractively priced assets in second-tier 

and secondary locations. Prime yields are largely stable, but 

some high street locations may see further compression in 2016.  

Outlook 
Although demand for secondary locations is expected to remain 

selective, interest in prime space is likely to remain strong across 

2016. Prime rents are forecast to remain stable, although we 

expect further rental growth in some of London’s West End sites. 

 MARKET INDICATORS 

Market Outlook 

Prime Rents: Expected to rise further in 2016, with demand 

remaining ahead of supply in most locations. 

 

Prime Yields: Further yield compression in prime markets 

anticipated. 
 

Supply: The development pipeline is improving, but many of 

the new units are being snapped up quickly. 
 

Demand: Remaining high across prime and secondary 

markets and staying well ahead of supply. 

 

Prime Industrial Rents – March 2016 

LOGISTICS LOCATION  
(20,000 SQ.FT) 

 

GB£ € US$ GROWTH %  

SQ.FT 
YR 

SQ.M 
YR 

SQ.FT 
YR 

1YR 5YR 
CAGR 

London (Heathrow) 14.00 203 20.85 7.7 2.7 

London (Croydon) 11.00 159 16.38 0.0 5.3 

London (Romford) 7.00 101 10.42 0.0 0.0 

Manchester 6.00 87 8.93 4.3 1.8 

Birmingham 6.50 94 9.68 8.3 2.5 

Bristol 8.00 116 11.91 3.2 0.6 

Leeds 5.50 80 8.19 4.8 1.9 

Newcastle 4.50 65 6.70 5.9 1.1 

Cardiff 5.50 80 8.19 0.0 0.0 

Edinburgh 7.50 109 11.17 3.4 0.0 

Glasgow 6.25 90 9.31 0.0 0.0 

Prime Industrial Yields – March 2016 

LOGISTICS LOCATION   
(20,000 SQ.FT) 
(FIGURES ARE NET, %) 

CURRE
NT 

LAST LAST 10 YEAR 

Q Q Y HIGH LOW 

London (Heathrow) 4.25 4.25 4.75 7.00 4.25 

London (Croydon) 4.75 4.75 5.00 7.75 4.75 

London (Romford) 5.00 5.00 5.25 8.00 5.00 

Manchester 5.25 5.25 5.50 7.75 5.25 

Birmingham 5.25 5.25 5.50 8.00 5.00 

Bristol 5.25 5.25 5.50 8.00 5.25 

Leeds 5.50 5.50 5.75 8.25 5.25 

Newcastle 6.00 6.00 6.25 8.50 5.75 

Cardiff 5.75 5.75 6.00 8.50 5.50 

Edinburgh 6.00 6.00 6.00 8.75 5.00 

Glasgow 7.00 7.00 7.00 8.50 5.50 

With respect to the yield data provided, in light of the lack of recent comparable market evidence in many 
areas of Europe and the changing nature of the market and the costs implicit in any transaction, such as 
financing, these are very much a guide only to indicate the approximate trend and direction of prime initial 
yield levels and should not be used as a comparable for any particular property or transaction without regard 
to the specifics of the property. 

 

 


