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summary

Whilst transaction volumes for Q3 demonstrated an uplift on the
previous quarter, as we approach Q4, we do so with volumes some 51%

down on last year's total of £62bn.

In spite of this, investor sentiment remains strong for
long income investments and core assets but, ultimately,
investors remain cautious on the back of recent political
uncertainty.

Meanwhile, in the immediate aftermath of the election
results in December 2019, Sterling and a sample of
property related stock prices, notably house builders,
immediately rebounded.

The current market likes clarity and as we start to
achieve that objective, some commentators predict
Sterling to continue to rise towards pre-Brexit levels
as further milestones in the UK’s departure from
Europe are reached.

As we look ahead to 2020, whilst international property
investors will be somewhat relieved that Labour’s high-
tax and redistributive plans have been rejected by the
electorate, we should not expect foreign investment to
flood back into the UK just yet.

The challenges of Brexit —in economic and procedural
terms —remain omnipresent.

The UK property markets and economy appear to be at
an inflection point, with details of the transitional trade
negotiations with the EU, as well as key issues facing real
estate still outstanding until Brexit is finalised.

Thinking ahead to what 2020 might bring, with clearer
direction for the UK and more clarity and stability,

we should start to see more confidence return to the
property market, which will hopefully be reflected in
an upturn in investment activity.




Q3 Key themes
Se

£10.76bn was invested in the UK property
market in Q3 2019, a 19% increase on Q2,
but down 35% on Q3 2018.

o)

The market remained stagnant with
continued uncertainty relating to Brexit
and the General Election. This was evidenced
in the 23% decrease in transactions compared
with the same period last year.

©)

As a result of the political climate, the number
of off-market deals is becoming more prevalent
with investors targeting active buyers in the
market to secure premium pricing.

N2

Industrial investment volume fell to £815m
from £1.21bn in Q2. However, investor
sentiment remains strong, backed by healthy
occupier demand targeting ‘last mile’ logistics.

Regional offices enjoyed a buoyant O3 up
31% on Q2, however, down 29% on Q3 2018.
A notable deal was the purchase by Alpha Real
Capital of Temple Quay House for £73.3m.
The investment was let to the Secretary of
State for 18 years unexpired, demonstrating
the weight of money for long income investments.

iy
Retail investment continues to be subdued
with the effects of online retailing and consumer
spending habits impacting the amount of floor
space required by occupiers. Alternatives, on
the contrary, had a strong O3 with over £5bn

invested.
EL

Local Authorities remain active in the market,
albeit for the 1% rise in the Public Works Loan
Board borrowing rate. Typically, this relates to
Local Authorities who have been less active
over the last 18 months. Portsmouth Council’s
acquisition of Lakeside North Harbour in the
city, was one of the largest office deals in Q3
at £138m.



O3 Market transactions
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Birmingham, Midlands

Location: 60 Church Street, Birmingham

Date: September 2019

Size: 63,292 sq ft

Purchaser: Topland Group Plc

Price: £16.84m

NIY: 6.75%

Tenant: Multi let office to 3 tenants
sy ~—

Crawley, Gatwick

Reading, Th

ames Valley

Location:  Pacific House, Imperial Way,
Reading

Date: October 2019

Size: 57,081 sq ft

Purchaser: CLS Holding Plc

Price: £15.78m

NIY: 7.52%

Tenant: 92% let to 7 tenants

Southampton, Solent

Location:  Griffin House, High Street, Location:  Nursling Industrial Estate,
Crawley Southampton

Date: July 2019 Date: August 2019

Size: 31,689 sq ft Size: 107,994 sq ft

Purchaser: Kames Capital Purchaser: CBRE Global Investors

Price: £8.23m Price: £14.65m

NIY: 7.20% NIY: 5.21%

Tenant: Single let Tenant: Single let



Market snapshot
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03
Investment Volumes

£10.76bn

01-£11.03bn
02 —£9.04bn
03 —£10.76bn
YTD - £30.82bn

03 Quarterly Investment Volumes
by sector vs last 2 years
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Source — Property Data

Who was the most active investor?
Q3 Buyers

B Institutions [ REIT/Listed Propco

[ Private Property Companies [ Overseas Investors
[ Private Individuals [ Occupier
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Market snapshot...continued

Weighted average yields per sector
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Shopping Retail Industrial Retail Leisure Rest of Central
Centres Warehouse (inc supermarkets) UK Offices London
Offices
. 7.89%  7.63%  6.17% 5.03% L a72% {2.54% a0
Thames Valley Solent Gatwick
® McKay Securities building e Vail Williams responsible for94% @ Tungsten Developments

of office transactions over 5,000
sq ft and within a 10 miles radius
of Southampton City Centre.

speculative 130,000 sq ft
industrial unit at Junction 12.

® Chancerygate purchasing HP
site in Bracknell. ® Advised Starling Bank on lease
of Town Quay Southampton at

® First Panattoni beat other
£22 psf.

interest for Akzo-Nobel site

in central Slough. ® Advised on the largest office
letting for 6 years, 16,000 sq ft at
Ocena House, Southampton, to

Avask Accounting.

® Out of town office parks under
one ownership doing well
where there is control over
central messaging and amenity e
provision.

Paloma Capital advancing
speculative detached 32,000 sqft
industrial unit at 5 Interchange
Park, Portsmouth. Completion
expected January 2020, quoting
£10.50 psf.

® Kingsbridge Estates started
speculative 95,000 sqft multi-let
industrial scheme at Concorde
Park, near Fareham, quoting
£10.50 psf.

completed 84,000 sqft industrial
warehouse at Tungsten Park

at Handcross, Crawley.

Vail Williams advised on phase
1 which was sold to Pets Corner.
Phase 2 includes sale to Martins
properties.



(< 40,000 SQ FT):

. \ | 6. Heathrow
Prime

£15.00 psf

DISTRIBUTION
(»100,000 SQ FT): @

£14.95 psf
OFFICES
(15,000 SQ FT):
£37.50 psf

INDUSTRIAL
(< 40,000 SQ FT): 0
£7.75 psf

DISTRIBUTION

(>100,000 SQ FT): @
£7.50 psf
OFFICES
(15,000 SQ FT):
£34.00 psf

1. Thames Valley
INDUSTRIAL

(< 40,000 SQ FT):

READING: £12.00 psf @
SLOUGH: £14.00 psf
PARK ROYAL: £16.50 psf

DISTRIBUTION

(>100,000 SO FT): @

£11.00 psf
~ OFFICES

(15,000 SQ FT): @
READING: £37.50 psf

SLOUGH: £37.50 psf
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2. Solent Trend 4. Surrey Trend | 3. Gatwick Trend

INDUSTRIAL INDUSTRIAL INDUSTRIAL
(< 40,000 SQ FT): 0 (< 40,000 SQ FT): 0 (< 40,000 SQ FT): @
£10.00 psf £13.00-£17.00 psf £14.00 psf
DISTRIBUTION DISTRIBUTION DISTRIBUTION
(>100,000 SQ FT): @ 9 (>100,000 SQ FT): @ (>100,000 SQ FT): @
£9.50 psf £12.00 psf £13.25 psf
OFFICES OFFICES OFFICES
(15,000 SQ FT): 0 (15,000 SQ FT): (15,000 SQ FT): @
£21.00 psf CHERTSEY: £28.50 psf £27.00 psf

GUILDFORD: £36.00 psf @

STAINES: £34.00 psf

WEYBRIDGE: £35.00 psf

WOKING: £36.00 psf

a Growth @ Stable Q Slow
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