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Economic 
Overview
Politically these are unprecedented times.  A 
new BREXIT withdrawal deal has been agreed 
with the EU but it was always going to be 
a challenge to get the necessary approval 
from Parliament by the 31st October and an 
extension to 31 January 2020 has now been 
granted.

Meanwhile, Parliament has finally agreed to 
the Prime Ministers demands for a general 
election and the country will go to the polls on 
12 December.  Boris Johnson has gambled on 
a winter election and the expected outcome 
is by no means clear.  It seems the current 
political uncertainty will remain, at least until 
the election is over and the BREXIT withdrawal 
deal is ratified, or perhaps there will be another 
outcome?

The UK economy returned to positive growth in 
Q3 2019 of 0.3% following contraction in Q2 of 
0.2% and thus a technical recession has been 
avoided.  The highlights have been the strength 
of the services sector and jobs growth, the 
economy is however bumping along, having 
lost momentum in the past year and even the 
services sector contracted in September.  GDP 
is expected to continue in a similar vein for 
the remainder of 2019 and early 2020.  Whilst 
some of the poor performance is related to the 
global slowdown it seems that ongoing BREXIT 
uncertainty is having an increasingly negative 
influence on decision making and investment. 

The effect on the real estate markets has 
been a further reduction in transactional 
volumes across the sectors but there are 
still deals being done, particularly in the 
alternatives, industrial and office markets and 
there remains demand for retail where pricing 
is appropriate and in particular lot sizes 
are small, income is strong and the asset 
defensive.

The residential markets remain busy in the 
regions but less so in London and the South 
East but there is a growing view there are 
good opportunities to buy now and the 
Student and Build to Rent sectors are very 
active.    

In summary, there is a robust economic 
case in the UK, but we foresee the political 
uncertainty continuing to drive the agenda 
and this will remain the dominant force in the 
real estate markets for now.

Ed Dunningham
DL +44 (0)20 7543 6739 
edward.dunningham@allsop.co.uk
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City and City 
Fringe Letting 
Market

The City and City fringe markets have 
continued to defy the uncertainty surrounding 
the current political climate and Brexit by 
recording significant demand in Q3 2019 for 
both pre-lets and recently completed schemes.

Many businesses and in particular the legal, 
financial and tech sectors have activated 
their searches years in advance to secure off 
plan pre-lets due to the diminishing level of 
development pipeline available between 2020 
and 2022. There are currently 9 legal practices 
all considering relocation options in excess of 
100,000 sq ft well in advance of their lease 
expiries.

The largest deals that have taken place in 
Q3 include; BT acquiring 320,000 sq ft at 1 
Braham Street, Aldgate, Convene acquiring 
the lower levels at 22 Bishopsgate (floors 3-6) 
totalling 99,907 sq ft at a rent of £65 per sq 
ft, Kingsley Napley having committed to an off 
plan prelet of 50,000 sq ft at Twenty Bonhill 
Street (leased by Allsop) on a 15 year lease, 
Monzo under offer on 80,000 sq ft from British 
Land at Broadwalk House, 5 Appold Street and 
Knotel having signed on 82,000 sq ft at City 
Gate House, EC2.

With the most recent failed IPO and negative 
press relating to We Work, many ongoing 
negotiations have been placed on hold by 
Landlords. This is allowing other serviced office 

operators to re-consider previously secured 
We Work deals, although we are likely to see 
a reduction in the level of serviced office take 
up for Q4 2019 as developers re-consider the 
serviced office offering versus the ability to 
deliver Cat B options directly to the occupier.

Take up for the year to date remains strong 
at 4.7M sq ft and is in line with the 10 year 
average.  Active demand is expected to 
deliver significant take up for Q4 2019 with 
1.4M sq ft currently under offer.

Supply in the City has remained constant at 
6.2M sq ft. The most notable completion was 
the launch of 100 Bishopsgate where the top 
floors (levels 33-35) were launched at £90 per 
sq ft in October 2019.

Vacancy remains low for the City market at 
4.9% with Grade A stock still at an all time 
low of 2.5%.

The City fringe continues to match the City 
Core for average rents for new build stock 
at £70 per sq ft. Supply remains extremely 
tight with many businesses looking to secure 
pre-lets at record fringe rents. These include 
Rabobank taking 120,000 sq ft at The Bloom; 
rumoured to be at an average rent in the 
£80’s per sq ft and several parties interested 
in Helical’s Kaleidoscope, Smithfield due for 
completion in Q4 2019.

100 St John Street recently refurbished by 
Aberdeen Standard has the top 2 floors 
under offer at £82.50 per sq ft and £73.50 
per sq ft respectively.

The Stills, Farringdon, a building of 38,000 
sq ft, expected for completion in Q4 2019, is 
under offer to JA Kemp and is rumoured to 
be at a blended rent in the £70’s per sq ft.

Grimshaw Architects are under offer to 
secure Harella House, 90 Goswell Road at an 
average rent of £65 per sq ft for a refurbished 
scheme.

Aldgate has witnessed growing demand 
from the tech and media sector moving to 
more affordable premises. The most recent 
completion is Wool and Tailor, 10 Alie Street 
where 4 floors have been pre-let on a floor by 
floor basis securing rents for the best space 
in the £60’s per sq ft (Allsop leasing).

There continues to be a lack of high quality 
large floor plates (9,000 sq ft upwards) in the 
City fringe. These are highly sought after and 
many developments are unlikely to be able 

to deliver the space required until late 2021-
2022.

With the continued low vacancy rates in both 
the City and City Fringes we expect to see 
rental growth for prime developments and in 
key areas for Q4 2019.

James Neville 
DL +44 (0)20 7588 4433 
james.neville@allsop.co.uk 

Take up for the year 
to date remains 
strong at 4.7M sq 
ft and is in line with 
the 10 year average
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The City of London investment market 
experienced a subdued start to 2019 which 
has continued into Q3 2019.  The complicated 
political backdrop has led to continued 
uncertainty in the investment market, which has 
resulted in very limited available product and 
investors being mostly split into two categories; 
those who are seeing now as a good opportunity 
to invest with historically weak Sterling and a 
buoyant occupational market; and those who are 
‘waiting and seeing’ what happens once Brexit is 
resolved. Regardless of the situation surrounding 
Brexit, London’s safe haven status remains and 
Q3 has experienced the return of a number of 
international investors.

The City of London recorded a total of £1.72Bn 
exchanged or completed over 34 transactions 
during Q3 2019, which, although 76% up on 
Q2 2019, is 42% down on Q3 2018. It is also 
approximately 35% down on the long term 
average and follows the lowest total transaction 
volume for a first half of the year since 2010. 
Whilst there has been an increase in £100M 
+ lot sizes trading during Q3 compared to 
Q2, available product for this lot size bracket 
remains particularly limited, with much of the 
product trading sub £50M. This is despite strong 
demand, reflected by competitive bidding for 
the majority of properties that are available in the 
market, as investors continue to be frustrated by 
unwilling vendors who in-turn are cautious about 
where to reinvest their capital.

The average lot size in Q3 was £50.5M, which is 
slightly larger than Q2 and reflective of the fact 
that 6 deals traded in excess of £100M. The 
largest transaction of the quarter was 8 Finsbury 
Circus, EC2 which demonstrates that strong 
investor appetite remains for well-let, prime City 
assets. 8 Finsbury Circus, EC2 comprises a high 
quality Grade A freehold overlooking a garden 
square and sold for £260M/ 4.0%/ £1,450 
per sq ft, with 11 years of multi-let income. 
This sale experienced competitive bidding 
and was purchased by Singapore’s Stamford 
Land Corporation, who exchanged contracts 
within five working days, signifying the strength 
and depth for the best prime assets. A recent 
increase in global geopolitical tensions appears 
to have confirmed London’s safe haven status 
once more, demonstrated by the many Hong 
Kong buyers present in the bidding process of 
8 Finsbury Circus, against a backdrop of the 
well-publicised ongoing political protests in Hong 
Kong.  

The buoyant occupational market has continued 
the trend for ‘value-add’ deals being extremely 
popular in Q3 2019 and this is evident for all 
lot size ranges. For example, Orion Capital 
purchased the BT Centre, 81 Newgate Street, 
EC4 for £209.6M/ £693 per sq ft following 
being under offer to at least one previous 
party but the deal failing to materialise. The BT 
Centre comprised a short term leaseback, and 
302,365 sq ft redevelopment opportunity with 
substantial increased massing prospects. The 

prime freehold site attracted a large number of 
bids from a wide range of parties demonstrating 
the appetite for large scale vacant buildings 
in an occupational market which is one of the 
strongest pre-let markets on record, with very 
limited forthcoming supply in the next few years. 
At the smaller end of the ‘value add’ market, 
Allsop exchanged contracts to sell 1 Fetter Lane, 
EC4 on behalf of CCLA to an overseas investor 
for in excess of the guide price of £21M/ £873 
per sq ft. The freehold corner building comprises 
c. 20,000 sq ft offices which will be vacated in 
November 2019, with c. 4,000 sq ft of multi-let 
retail at ground floor level.

Investor interest in London remains diverse 
and US investors continued to account for 
the highest volumes in Q3  with circa 38% of 
total volume. This is followed by UK investors 
(33%) who continue to dominate in terms of 
the number of deals, perhaps seeing now as 
a window to purchase assets with reduced 
competition. Asian investors represented 21% 
of total transaction volumes and we expect this 
to increase in light of the Hong Kong political 
protests, provided the right product becomes 
available. Middle Eastern and European 
investors represented c. 4% each, of total 
volume. 

Transactions such as 8 Finsbury Circus, EC2 
evidence that prime City investment yields 
remain at their all-time low of 4.0% - 4.25%. A 
combination of lack of available product, sheer 

weight of capital, together with a decreasing 
likelihood of a ‘no deal Brexit’ has led to a 
number of assets that have been available since 
the turn of the year, now experiencing bids 
and interest at the required pricing levels. This 
suggests that in the absence of an abundance 
of prime freehold opportunities, investors are 
now broadening their investment criteria in order 
to deploy capital, which has resulted in some 
leasehold and more secondary assets gaining 
greater attention and pricing.

As we draw nearer to 31st October, we expect 
the relatively subdued investment market to 
continue into the start of Q4. However, the 8 
Finsbury Circus deal will have encouraged a 
number of previously tentative vendors to sell 
their larger assets, so we expect to see an 
increase in transaction volumes in Q4. Exchange 
rates remain historically highly favourable to 
overseas buyers and should Brexit be resolved 
with a deal prior to 31st October, there could 
be a significant ‘bounce’ in values, with many 
more parties entering the market once again, 
with likely much more available product. London 
remains one of the most attractive markets 
to foreign investment and represents good 
value relative to other major global cities, so it 
is perhaps a case of ‘when’ rather than ‘if’ for 
those that have been waiting in the side-lines.

City of London 
recorded a total of 
£1.72Bn exchanged 
or completed over 
34 transactions 
during Q3 2019

City and 
City Fringe 
Investment

Christopher Room
DL +44 (0)20 7588 4433 
christopher.room@allsop.co.uk
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West End 
Investment 
Market
Echoing the London City market, West End 
investment volumes remain subdued - a trend 
that has been clearly documented since the start 
of the year. West End volume 2019 to date has 
been the lowest recorded since 2011. Year to 
date West End investment volume is £3.35Bn 
represented in 63 transactions – 43% down on 
this point last year which was £5.86Bn across 93 
transactions.

A total of just under £1Bn traded in Q3 in 22 
transactions. In context, this is just over a third of 
that recorded in Q3 2018 (£2.75Bn).

The five year average annual investment volume 
has been £7.95Bn for the West End market, 
meaning that the final quarter would need to see 
£4.6Bn traded to hit average. Even with some of 
the large opportunities in play in the wider West 
End: Camden Market, Holborn Links, The Post 
Building, Nova to name a few, it is extremely 
unlikely to see the year’s volume being anywhere 
near this.

The average lot size in Q3 was £42M and 
throughout the quarter there has been a notable 
absence of large transactions with only two 
having been completed in excess of £100M. 
Unusually for the West End 13 of the 22 
transactions were under £20M.

The biggest deals of the quarter were 23 Savile 
Row W1 for £277M and 55 Broadway SW1 for 
£122.5M, which both sold to UK investors (Lazari 
Investments and one of the family members 

behind the recent Grange Hotels portfolio sale). 
Both deals reiterate that whilst the market is 
subdued the West End’s trophy hunters are still 
active, with Savile Row offering a modern freehold 
building with medium term income in prime 
Mayfair, and Broadway offering the purchaser 
the opportunity to create a trophy in a landmark 
building – we understand the buyer is hoping to 
achieve a hotel consent.

Our recent sales experience confirms that “super 
prime”, rare stock such as Bond Street retail and 
Freehold garden square buildings, continues to 
achieve premium pricing.

During the quarter Allsop completed on the 
sale of 94-96 Wigmore Street on behalf of Aviva 
Investors – having commenced marketing of this 
Freehold mixed-use building the team undertook 
in excess of 60 inspections in the first three weeks 
of marketing. We achieved in excess of 15% over 
quoting price and £1,500 per sq ft. The asset 
attracted both owner-occupiers and value-add 
investors.

Once again, most of the transactions this quarter 
have been Freehold, with two of the three 
Leasehold purchases having been bought in by the 
Freeholder; the Crown Estate.

Purchases this quarter were dominated by UK 
investors, who accounted for 70% by value, taking 
the place of Asia domiciled investors. Buyers from 
the Gulf continue to be notably absent. Despite 

Nick Pemberton 
DL +44 (0)20 7543 6775
nick.pemberton@allsop.co.uk 

The five year
average annual
investment
volume is
£7.95Bn for the
West End market.
 
2019 volume to 
the end of Q3
stands at just 
£3.35Bn.

overseas investor reluctance this quarter, 
and by extension the start of 2019, this 
reluctance is not anticipated to translate to 
abandonment of the capital, with London still 
being seen by both domestic and overseas 
investors as a top global gateway city. 
Overseas investors have spent nearly £50Bn 
on central London commercial property 
investments since 2017.

As we move into the start of Q4, we expect 
West End investment volumes to remain 
subdued. However, September typically 
marks the start of the investment market’s 
busiest period of the year, and in the past 
6 weeks we have recorded in excess of 
£1.5Bn of stock that has been launched to 
the market on either an open or selective 
marketing basis, together with a number of 
opportunities that are under offer. Therefore, 
whilst volumes will be down, we do anticipate 
that, as per the norm, Q4 will mark the 
busiest quarter of 2019.

Ending on a positive, the office occupational 
markets continue to see unprecedented 
demand for good quality stock, combined 
with a shortage of development pipeline. The 
investment markets are not highly leveraged 
as was the case a decade ago, and Prime 
Freehold investment pricing continues to 
achieve record levels in some instances. 
London remains the number one gateway 
city for many Far Eastern and Gulf investors.
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West End 
Letting Market 
The third quarter of 2019 exhibited a slight 
slowdown in activity across the West End office 
leasing market, but overall still demonstrating 
robust take-up figures, with 3M sq ft having 
been let over the year to date.  This is slightly 
above the long term average, but circa 20% 
down as compared to the same point last 
year.  Pre-letting activity has continued apace, 
driven by occupiers seeking to commit to the 
best available space, some way in advance of 
up-coming lease events.  As a result the overall 
vacancy rate has dropped and now sits at 
3.8%, a notable turning point with traditionally 
anything sub 4% being viewed as a strong 
“Landlords’ market”.  Undoubtedly the West 
End is continuing to exhibit strong fundamentals 
in the face of wider business uncertainty.

Looking at the take up in more detail, the Tech 
and Media sector continues to be dominant with 
24% of lettings, followed by the Serviced Office 
Sector at 21%.  It remains to be seen following 
the well documented withdrawal of WeWork’s 
IPO as to whether this will have a significant 
impact on the aggressive level of take up we 
have seen from this sector over recent years.

Significant deals over the last 3 months have 
included Lazari Investments’ pre-let of the entire 
14-18 Great Marlborough Street, W1 (105,000 
sq ft) to Diageo, Nationwide securing the final 
88,500 sq ft in The Post Building, WC1 (to bring 
this landmark development to fully let status) 

and most recently Bridgepoint Capital’s pre 
let of 83,000 sq ft at Almacantar’s 5 Marble 
Arch, W1.  Large organisations such as 
these committing to the West End in such 
an emphatic manner is a real statement of 
confidence for the market moving forward.

Richard Townsend
DL +44 (0)20 7543 6718  
richard.townsend@allsop.co.uk 

the Tech and 
Media sector 
continues to be 
dominant with 
24% of lettings, 
followed by the 
Serviced Office 
Sector at 21%.
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National 
Investment 
Market 

Other notable industrial transactions during 
Q3 include; Panattoni Park, Northampton 
(309,630 sq ft unit let to Eddie Stobart for 15 
years) which sold for £86.6M reflecting 4.65% 
NIY, Rockware Avenue, Greenford (let to Royal 
Mail with 10 years unexpired) which sold for 
£70.15M reflecting 3.20% NIY and Tower 
Thurrock, West Thurrock (multi-let to; Amazon, 
Co-Op & Elliot Baxter with an AWULT of 7.7 
years) which sold for £56m reflecting 3.90% 
NIY.

High Street Retail
The High Street retail investment market 
remained subdued in Q3 2019. Investor 
confidence in the sector remains low; this is 
continuing to be amplified with the news of 
more retailers suffering with Debenhams and 
Select the latest major High Street names to 
enter into CVAs. 

The most significant deals include London 
Borough of Havering’s purchase of 39-43 
South Street, Romford for £14.03M - 5.67% 
NIY, Redevco’s purchase of the White Lion 
Walk Shopping Arcade in Guildford for £12M 
– 5.75% NIY and Amsprop’s purchase of 4, 6, 
6a Clarence Street, Kingston-Upon-Thames 
for £9.82M - 5.25% NIY.

The depth of interest for High Street 
investments has remained thin across the 
sector with prime yields consolidating at close 
to 5.5%.  

With the ongoing political turmoil, Q3 2019 proved 
a difficult quarter for UK commercial property 
transaction volumes. For the full year 2018 and 
Q3 2019, transaction volumes for the entire UK 
market were down overall as follows: 

Full Year 2018
£56.75 Bn:- down 9.8% on 2017. London 
accounted for £20.7 Bn.
H1 2019
£16.86 Bn:- down 39.2% on H2 2018.
Q3 2019:
£8.68 Bn:- down 22.5% on Q3 2018.

Industrial
Q3 has witnessed a slight resurgence in the 
industrial sector having seen a total of £1.43Bn 
transacted over the 190 deals recorded. This 
reflects a 33% increase on Q2 2019 which 
witnessed the lowest quarterly transactional 
volume since Q2 2016. 

The most notable trend of Q3 2019 is the average 
deal size which reflects £7.3M.  When compared 
to the £15.3M average deal size achieved in Q3 
2018 it is clear that last quarter’s sales volume 
was propped up by the smaller, secondary 
industrial market. The main contributor toward 
this trend is a lack of institutional transactions. 
This has been a result of a limited supply of 
prime opportunities and a reluctance to deploy 
capital in the lead up to BREXIT. Instead the 

industrial market has been driven by UK 
property companies and private investors who 
have been eager to capitalise on a potential 
discount as a result of reduced institutional 
demand. 

Whilst nothing dramatic, we have witnessed 
a slight discount in the secondary industrial 
market. With a rare influx of opportunities 
in the £2M - £15M bracket in Q3, buyers 
have found themselves in an unusual 
position of having options and therefore 
the ability to be selective. This has resulted 
in some investments struggling to achieve 
quoting terms as they fall between the highly 
desirable long dated income and value add 
opportunities.

Whilst there have been a limited number of 
prime distribution transactions in Q3, yields 
remain in the region of 4.00% with focus 
on income duration, location and covenant 
strength. Fixed and index linked review 
provisions continue to push pricing with yields 
in the region of 3.50% NIY achieved for 15 
year plus income. Prime multi-let yields remain 
in region of 4.50% - 5.00%. The London multi-
let industrial market continues to push the yield 
boundaries with one of the stand out multi-let 
deals of the quarter being the sale of Sargent 
Industrial Estate, Wandsworth which sold in 
September for £28.15M reflecting 2.30% NIY.  

It is clear that any demand within this sector 
is for assets within London and top tier retail 
locations, although this list has shortened in 
recent months, alongside investments offering 
secure income. The biggest imbalance is 
between price expectations of vendors and 
purchasers. ‘Book’ valuations are starting to 
come closer to aligning with the market however 
opportunist investors are bargain hunting 
and are generally below these levels. Expect 
transactional volumes to remain low until the 
price expectation gap narrows further.  

Investors continue to focus closely on rents 
– buyers are unwilling to invest in assets they 
perceive as being over-rented, unless the price 
paid enables them to consider taking a cut at 
the next tenant negotiation.  

Secondary and tertiary retail remains less 
resilient with yields continuing to move further 
out, increasing the gulf been prime and 
secondary. Tertiary yields in this sector remain 
10%+.

Allsop advised on several transactions 
throughout the last quarter including the 
disposals of Nidderdale House, 4-16 Cambridge 
Road, Harrogate for £5.55M – 7.4% NIY, 48 – 
54 St Ann’s Road, Harrow for £4.1M – 6.5% NIY 
and the disposal of Superdrug, 49 High Street, 
Brentwood achieving £1.9M – 8.6% NIY.
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online retail. This is due to the nature of goods 
sold which are generally bulky and costly to 
transport and the flexibility of the space available.  

Despite the negative sentiment surrounding 
the sector, there continues to be significant 
occupational activity particularly at the value end 
of the market. This has been driven by retailers 
including Aldi, Lidl, B&M, Home Bargains and 
The Range. This trend looks likely to continue 
into 2019 and beyond, as consumers tighten 
their belts in response to political and economic 
uncertainty. The success of the value sector 
is perhaps best exemplified by the rise of the 
German discounters who have been seizing 
market share from the incumbent big four 
(Tesco, Sainsbury’s, Morrison’s and Asda). 

Retail warehousing will continue to be attractive 
due to accessibility, unit 
sizes, car parking, and 
lower occupational costs 
compared to the high street. 
The proportion of retail sales 
that take place online is 
still rising and will probably 
continue to rise although 
the type of goods sold from 
many retail warehouse parks 
are less sensitive than goods 
that are sold on the high 
street to the rise of online. 

Whichever way the political 
winds blow, 2019 will no 
doubt continue to be a 
challenging year for retailers, 

and this will continue to affect occupational 
demand. We anticipate therefore that whatever 
the political and economic outcome, the 
recent strong growth in demand from the value 
retailers will likely be sustained and investment 
volumes into retail warehousing are likely to 
prove resilient when compared to high street 
retail and shopping centre volumes.

National Offices
Investment volumes for regional offices 
remains subdued with the continuing political 
uncertainty. Yields in the sector have remained 
stable due to a lack of supply and weight of 
money chasing regional office stock. This is 
not surprising given that the fundamentals of 
the national office markets remain robust. The 
south east and ‘Big 6’ cities are generally all at 
record low levels of Grade A supply at sub 6%, 
take up has remained high and development 
pipelines remain constrained. This has resulted 
in a general expectation of short to medium 
term rental growth in these sub-markets. 

In terms of buyers, local councils are still active 
with Portsmouth CC investing £138M in August 
and Cheltenham CC spending £37.5M. We 
expect this pool of buyers to be replaced by 
overseas capital due to competition for Central 
London assets forcing investors to look further 
afield.

Retail Warehousing

The strong and consistent growth in internet 
sales as a percentage of total sales over the past 
10 years shows the rise of online retail and the 
demise in market share to traditional physical 
retailers. Indeed, recent data for August 2019 
shows internet sales as 18.4% of the total sales 
compared to 5.9% in August 2009. However, the 
rise of online retail spend has impacted the retail 
sector in different ways with shopping centres 
and high street retail bearing the brunt of this 
decline due to the type of goods sold, higher 
cost of sales (rent, business rates) compared 
with online retailers and declining levels of 
footfall. 

Retail warehousing is arguably the most 
defensive part of UK retailing against the rise of 

The largest deal was Goldman Sachs’ 
acquisition of the Croxley Business Park in 
Watford for £400M at 2.5% NIY, leased to 
Watford Borough Council until 2059, at which 
point the council has an option to buy the 
freehold of the business park for a nominal £1. 

Portfolio
Following our rather gloomy Q2 2019 portfolio 
market update, transactional activity has markedly 
improved over the summer nearing c.£4Bn in 
volume across over 45 deals. Whilst alternative/
long income and residential portfolios continue to 
prop up the market, core commercial stock levels 
have also improved in the now commonplace 
“selectively marketed” arena.

UK Institutional Fund disposal activity has 
boosted short term stock, which we anticipate 
will continue towards the end of the year. UK 
Property Company and Overseas capital remain 
acquisitive, albeit, international funds committed 
have seen some fluctuation this year due to the 
political economic climate in the UK and abroad. 
Currency markets have also played a crucial 
role this year as some investors have benefitted 
significantly from devaluation of the pound 
sterling, in particular from March to August.

Looking down the final furlong of 2019, we have 
a very busy schedule, with four portfolios currently 
under offer across a range of use classes 
with more to come. We have found particular 
success within long income and alternative 
sectors including hotels and petrol filling stations, 
however, asset management focused portfolios 
are equally popular in the £20-£50M range. 
Watch this space…

Q3 2019 proved 
a difficult 
quarter for UK 
commercial 
property 
transaction 
volumes

Alex Butler
DL +44 (0)20 7543 6722 
alex.butler@allsop.co.uk

Source: ONS
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The last quarterly report included reference to a 
busy July auction sale, where we sold 101 lots 
and raised £76.5M.

The October sale is typically one of the largest 
in the calendar and was much anticipated after 
a Summer where uncertainty has become the 
norm, and transaction volumes across most 
markets has been sparse at best.

The catalogue was well received, with enquiry 
levels, on a lot by lot basis mirroring those of the 
May and July sales, with plenty of buyers doing 
their due diligence checks across the broad range 
of stock on offer.

Activity on the day was good, and we sold 128 
properties, raising £71M for our clients.

The sale started with a branch of Savills, on The 
Green, Ealing which saw tremendous faith in both 
the sector and asset class selling at 5.7% NIY, 
£610,000 after the first bidding war of the day.

Appetite was most vigorous for lots in London 
and the South East, particularly those which 
were mixed use or had longer term development 
potential. 

An early highlight was lot 7, a single letting on 
King Street, Hammersmith opposite Primark. 
Competition was fierce with the hammer falling at 
£1,590,000 reflecting 4.15% NIY and the market’s 
faith in owning well located Freehold assets in 
London.

Retail was the most dominant sector, making 

up 78% of the sales overall, and included the 
largest lots sold. The largest was a B & M Store in 
Gravesend, lot 52, which sold at £2.85M 6.6% NIY 
which was a strong yield in a town not known for 
setting records. This was more of a real estate than 
yield based purchase as buyers looked beyond 
initial yield alone. Investors identified that the overall 
price of £52.50 per sq ft might well offer some 
compelling long term value as well as solid returns 
for over a decade from one of the best retailers in 
the market at present.

Pricing by yield alone was ignored on several 
other occasions, particularly for the smaller mixed 
use assets in London and the South East, where 
investors could again see value being derived in 
the longer term with some asset management and 
value enhancement. One vendor had a portfolio of 
five small mixed use lots around London and the 
South East which sold at an average of 5% NIY, 
the lowest yield being 3.1% for lot 2, a fish and 
chip shop and flat in West Drayton which sold at 
£430,000.

 The spread of yields has become ever wider, from 
3.1% to over 15% for some of the weaker towns 
where the income risk is much greater and buyers 
are seeking a more significant risk premium.

One example at the higher end was lot 114, a 
parade of five shops on Union Street, Torquay, let 
to strong tenants in the main, including Vodafone, 
and Holland and Barret but with very short 
leases, beginning to expire in 2021. This sold at 
£1,200,000, 15.4% NIY, reflecting the significant 
income risk.

 This high yield was countered by other much 
lower yields, where buyers have greater faith 
in the longevity of the income, rents are not 
perceived to be too high and might show some 
early growth. In the retail sector again, lot 56 
Preston, a roadside investment of four units 
where the main tenant is Greggs, and one unit 
is vacant with an offer in place. This sold at 
£840,000 an initial net yield of 5.4% reverting to 
7% NIY on letting the last unit.

 Appetite for alternative investment remains 
unabated and the demand for long leases to 
good covenants with inbuilt rental increases is 
as strong as ever. An NCP Car Park in Lincoln, 
one of two offered, lot 43 was let until 2044 at 
£83,720 pa with annual increases of 2.75%. 
The price achieved of £1,730,000, 4.5% NIY, 
reflects this appetite and the value investors 
place on long, solid income streams with inbuilt 
growth.

 The limiting factor for the alternatives market is 
simply one of supply, as the depth of demand 
remains clear.

 As the High Street continues to evolve, we 

had an interesting example, and perhaps a 
glimpse into the future of the High Street with 
a residential and office investment in the town 
centre of Altrincham. It was futuristic in that the 
ground floor units had been converted into two 
flats, leaving the offices above let on one lease 
to Hays Recruitment. The market was very 
receptive to this unusual format and competed 
to buy it at £615,000, 6.4% NIY, some 30% 
ahead of the guide price.

 Our buyers’ survey continues to reflect a 
solid base of cash buyers, with the overseas 
contingent in evidence and active, representing 
a little under 10% of buyers.

 Looking ahead, the depth of cash in the market 
remains strong, but these buyers have a wide 
choice of stock to look at, some of which has 
been languishing on the market or some time.

 The key is pricing, and understanding of 
buyers’ appetite. With informed and accurate 
pricing, the market has shown that transactions 
can be achieved even in these uncertain times.

Commercial 
Auction Market

George Walker
DL +44 (0)20 7543 6706 
george.walker@allsop.co.uk

The last 
quarterly 
report included 
reference to 
a busy July 
auction sale, 
where we sold 
101 lots and 
raised £76.5M



| Market Update Q3 2019 Market Update Q3 2019 |

Residential 
Development 
Market

With the continuing uncertainty in the economy 
the development market is staying fairly 
resilient. There is no escaping the fact the 
impending deadline for leaving the EU has 
continued to impact with both labour and 
material costs rising, increasing the general 
challenges in the residential development 
market and making development opportunities 
less viable.  

House builders continuously monitor market 
confidence to establish the volume of sales 
rates and values they should be achieving; 
However, over recent months, there are 
concerns both buyer and seller interest is 
starting to wane and sales rates are slowing, 
particularly in more challenging market areas. 
The reasoning behind this is almost certainly 
the economic and political uncertainty, with 
many people wanting to see what materialises 
following the 31st October deadline.

Housing Associations continue to play a key 
part in helping to support the private house 
building market. Their funding structure and 
ability to both retain any affordable housing on 
site as a long term investment and change the 
tenure from say private for sale to social rented 
during slow sales periods is enabling them to 
continue to perform strongly on sites as they 
are less effected by slow sales rates. 

The latest figures from NHBC further support 
this as we are seeing there has been a 
decline in the numbers of private sector 
new homes being built in recent months 
the affordable and rental sector in the UK 
continues to rise significantly, although these 
gains have failed to offset the overall decline.

House prices in the UK are rising at the 
slowest annual rate for seven years, dragged 
down particularly by steep declines in 
London and the south. National house price 
growth for the country dropped to 0.7% in 
July from 1.4% a month earlier, hitting the 
slowest growth rate since 2012, said the 
Office for National Statistics. Housebuilding 
is notoriously vulnerable to sentiment and it 
needs political certainty to thrive. However, it 
also needs labour, affordable materials and 
able buyers. 

The above is not to be unexpected given the 
supply of development land to the market has 
slowed down as landowners await the impact 
to the economy. We are seeing development 
sites in good value locations are continuing 
to attract strong interest and land prices as 
house builders have to continue to hit their 
annual targets. 

James Mohammed
DL +44 (0)113 243 7955
james.mohammed@allsop.co.uk

In summary, the continuing rise in both 
labour and material costs as well as the 
political uncertainty is creating more caution 
in the market and as a result purchasers are 
increasingly carrying out more detailed due 
diligence prior to completing. There remains 
a strong demand for land, but in the better 
locations where sales risk is lower.

National house 
price growth 
for the country 
dropped to 0.7% 
in July from 1.4% 
a month earlier, 
hitting the 
slowest growth 
rate since 2012



| Market Update Q3 2019 Market Update Q3 2019 |

Residential 
Investment 
Market 
Q3 coincides with the summer months and 
traditionally a notably quieter period for the 
residential investment market. This year was 
quieter than usual in the south but not so in the 
north, for our Leeds based colleagues, where the 
demand for income continues unabated in those 
areas where a reasonable yield is available.

Three notable transactions typify where the 
market is and what it wants, starting with ‘River 
Crescent’ in Nottingham, comprising 129 
apartments and the freehold of a prestigious 
block perched on the banks of the River Trent. 
Offering hi-spec apartments, a strong occupancy 
history, no voids and good income reflecting 
6% gross yield with a margin on break-up, the 
far eastern based buyer recognized the strong 
fundamentals around owning this trophy asset 
and no doubt there was a currency play at the 
same time.

The second transaction was the acquisition 
of a 300 unit portfolio located across seven 
blocks of flats in the Midlands and Leeds. 
Yielding over 7% gross and with a price point 
close to £30M, with asset management 
angles and yet another currency play for the 
buyer, the appeal was obvious.

Third and last, but by no means least, was 
‘Sandgates’ in Chertsey, Surrey which 
comprised an unbroken block of 83 key 
worker units let on an FRI lease to a housing 
association with 19 years unexpired. This sold 
to a UK based institutional buyer at a figure 
circa £10M and a sub 5% net yield.

These are just three examples amongst many 
but the demand for good quality, well priced 
trophy assets with a fair yield and/or long 
income remains strong.

This year was quieter than usual in 
the south but not so in the north, 
for our Leeds based colleagues, 
where the demand for income 
continues

 As predicted in our Q2 update, the furore 
around the dreaded B word has indeed kicked 
off in earnest and has undoubtedly caused 
some uncertainty and a lull in proceedings, in 
particular around stock levels and there is a 
distinct lack of well priced good quality stock 
available in the market at the current time.

We are very busy appraising a variety of new 
opportunities across the whole spectrum of 
residential investment and there has been 
a notable uptick in enquiries from lenders, 
administrators and receivers. Only time will tell 
as to how many and how soon these enquiries 
translate into sales.

On a more positive note, it is clear that demand 
is good and cash is ready for deployment. There 
are many who see the current market as a great 
opportunity to buy and we whole heartedly 
agree.

Michael Linane
DL +44 (0)20 7344 2623 
michael.linane@allsop.co.uk
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Student Housing 
Market 
The student housing sector has received some 
widespread media coverage in the last four 
months with two stories in particular grabbing 
headlines; homeless students and international 
visas.  

International student visas 

Perhaps the most significant piece of news for 
the market this quarter was the Prime Minister’s 
September announcement to allow international 
students to stay in the UK for two years after 
graduating. This policy would reverse the 
decision made in 2012, by Theresa May (then 
Home Secretary), to limit this period to four 
months.

There are currently 450,000 international 
students studying in the UK generating an 
estimated economic value of £20Bn per year. 
The student housing sector unequivocally values 
both the economic and cultural contribution 
international students provide, and it is fair to say 
the policy U-turn has been met with open arms, 
and is set to drive further confidence culminating 
in enhanced investment in the sector. This 
follows a growing feeling amongst investors that 
the lack of post-study work opportunities was 
putting the UK at a competitive disadvantage. 
This manifested in growing concerns about the 
future of international student numbers in the 
UK, which has a direct impact on the student 
housing market. This news however, is expected 
to stimulate growth in numbers thus providing a 
positive economic driver for the sector. 

Homeless students 

At the start of the academic year the private 
PBSA student housing market was subjected 
to various media articles. According to research 
conducted by the BBC, 22 new student housing 
developments across the country were hampered 
by delays leading to the unfortunate displacement 
of students into temporary housing for the start 
of the 19/20 AY. Students in Lincoln, Bristol, 
Portsmouth, Durham and Swansea amongst other 
locations suffered and in some instances are still 
living in hotels, away from their peers. 

Given the vulnerability of students, particularly 
those entering a new city for the first time, it was 
no surprise to see universities minister Chris 
Skidmore wading in on the topic. As things stand, 
higher education regulator, the Office for Students, 
has no powers to regulate private housing 
providers but comments made by Mr Skidmore 
suggest the issue will not be brushed under the 

carpet. At a time when student wellbeing is 
rightly at the forefront of market commentary, 
calls for better regulation of private operators 
will likely strengthen. Quite where or how such 
power will be determined, we should expect to 
be debated for the coming months.  

Market sentiment 

Deal flow remains buoyant and appetite is 
strong but as we alluded to in our Q2 review, 
the market is developing a polarisation. 

This quarter Mapletree’s £96M acquisition of 
1127 beds in Coventry grabbed the limelight, 
and there continues to be a series of off-
market deals between developers and owner-
operators.  The Competition and Markets 
Authority is yet to sign off Unite’s proposed 
acquisition of Liberty Living and is currently 
considering comments made by the wider 
industry. A decision is expected in Q4.  

Whilst student housing appears defensive in the 
face of uncertainties and has performed well, 
there is a feeling the sector has dampened in 
the last month as a decision date moves closer. 
Certainly any fundraising exercises have been 
a challenge where further sector investment i.e. 
funds not already committed have been trickier 
to unlock.  This does not appear to be a default 

in the sector, rather a natural wish to await a 
clearer political outlook. 

Finally, Thomas Hale’s article in the Financial 
Times is worthy of note, not least because it 
centres on three dreaded property industry ‘B 
words’: Boom, Bubble and Burst. There are 
towns and cities throughout the UK that will see 
some negative press in the coming months and 
years, but this should be expected and should 
not come as a surprise. This particular article 
picks up on troubled Plymouth and highlights 
issues of ‘over-supply’. It is the product of a 
City with large swathes of cheap land, a Council 
desperate for inward investment and falling 
student numbers.  The experience of Plymouth 
should not however taint the wider market 
where sentiment is strong. The case study does 
however set the tone for a polarising market, 
where some higher education destinations will 
fall behind stronger destinations for new student 
housing investment in the months ahead.

450,000 
international 
students studying in 
the UK generating 
an estimated 
economic value of 
£20Bn per year

Anthony Hart
DL +44 (0)113 243 7950 
anthony.hart@allsop.co.uk
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There are now an increasing number of 
authentic BTR developments which have 
completed or are nearing completion. Moda’s 
‘Angel Gardens’ development in Manchester 
and L&G’s ‘Spring Wharf’ in Bath have both 
launched within the last two to three months. 
The British Property Federation’s (BPF) latest 
figures show a total number of units either 
complete, under construction or with planning 
standing at 148,046, London has maintained 
the majority gain of BTR homes with 
approximately 75,747 in London and 68,419 in 
the regions.

It is fair to say that there has been a slowdown 
in the number of units under construction since 
the last quarter as schemes complete but a 
smaller number commencing works.

Recent BTR activity of note includes: 
M&G announcing schemes in Sutton and 
Bournemouth with combined pricing of £93.4M 
comprising a total of 324 units.  Both will 
be delivered by Watkin Jones.  Grainger Plc 
agreed to forward fund a 215 unit development 
in Holbeck, Leeds with developer Oakapple 
Group.  Allsop represented the developer 
on the transaction.  Grainger also agreed 
purchases of Well Meadow in Sheffield and 
Millwrights Place in Bristol comprising another 
515 units. Sigma Capital has moved into the 
London BTR market with the acquisition of two 
sites in Havering and Barking.

The sector has proved robust to wider 

economic and political uncertainty when 
compared with other asset classes, with 
focus more on the development risk rather 
than long term investment concerns.  Most 
investor strategies are long term and although 
do take into account the short term volatility, 
longer term projections remain compelling. 

BTR housing continues to emerge as more 
specialists in the developer/contractor space 
are attracted to the model.  Major masterplan 
projects see the addition of a BTR element 
as an attractive diversification alongside the 
traditional private for sale schemes.  Allsop 
has two such developments which are at 
varying stages of the planning process.  A 
sale of one in the east of England comprising 
246 units  has been agreed with an investor 
and the other, located in the north west and 
totaling 413 units is currently in the market. 

Yields remain strong for well-designed BTR 
stock in prime, practical locations; in London 
and strong south east locations, NIYs range 
from 3.25% to 4.00%, with a number of 
major regional centres at 4% to 4.5%. 
Secondary locations are seeing closer to 
4.75% to 5.25% NIY.

Allsop Lettings and Management has 
recently launched Moorfield’s third build to 
rent scheme;  Duet in Salford comprises 
270 units, adding to the management of 
The Trilogy, which was recently named by 
residents as one of the best places to live 

according to Homeviews’ independent survey. 
The Forge in Newcastle, Moorfield’s first BTR 
development, continues to perform well, nearing 
stabilisation. 

Build to Rent 
Market

Sam Verity
DL +44 (0)20 7344 2693 
sam.verity@allsop.co.uk

London has 
maintained the 
majority gain of 
BTR homes with 
approximately 
75,747 in London 
and 72,299 in the 
regions
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Residential 
Auction Market

Gary Murphy
DL +44 (0)20 7344 2619 
gary.murphy@allsop.co.uk

So far this year (to the end of Q3), Allsop 
Residential Auctions has raised £260.4Mwith a 
sales success rate of 77%. 960 lots have been 
sold from a total of 1247 offered over five sales.

Our most recent auction sale on 19 September 
brought some welcome relief to the market. 
Despite choppy political waters, the result 
calmed concerns by demonstrating a steady 
demand for realistically priced property. At the 
time of writing, £41M has been raised overall 
with 80% of the catalogue successfully sold. 
The room was well attended and bidders, both 
present and remote, competed enthusiastically. 
The auction room continues to be a lively and 
functioning market place.

Highlights of the sale included a vacant building 
of around 5,450 sq ft in Chelsea’s Redcliffe 
Gardens. It was knocked down for £3.9M. 
The property was arranged partly as a House 
in Multiple Occupation and was sold with 
planning permission for reconfiguration to form 
15 self-contained flats. Also a freehold block 
of six self-contained flats at Cutbush Court, 
Danehill, Reading was knocked down on 
behalf of receivers for £675,000. This unbroken 
investment was fully let on assured shorthold 
tenancies and producing £54,900 per annum 
(8.1%).

The September auction established that 
demand is not limited to London and the south 

east. The Old Brewery in Carlisle, Cumbria 
for example, comprises six freehold 
buildings arranged as 28 self-contained 
units. The property is part Grade II Listed 
and was offered with planning permission 
for change of use to provide a mix of 36 
affordable dwellings. It was sold under the 
hammer on behalf of a housing association 
for £400,000. 

Reserve prices were often exceeded and 
attendance was good. Although there was 
no particular sector from which discernible 
trends were identifiable, it was apparent 
that the quality of enquiries leading up to 
the day was high. 

Allsop’s next residential auction sale will be 
held on 31 October at The Event Suites 
at Great Cumberland Place (formerly The 
Cumberland Hotel), London W1. The 
catalogue comprises some 220 lots.

Residential Auctions has raised 
£260.4m with a sales success rate of 
77%. 960 lots have been sold from a 
total of 1247 offered over five sales
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