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MARKET OVERVIEW

New, speculative units dominate the London & South East industrial occupier market,
with 8.6 million sq ft of space taken up in the year to date.

8.6 million sq ft £5 billion 10%
Occupier take up Investment total Prime annual rental
YTD 2022 YTD 2022 growth

New, high quality units mostin demand

Following a strong first half to 2022 during which over
7 million sq ft of industrial and logistics space was
taken up in London & the South East, a further1.6
million sq ft of take up was recorded in the third
quarter (units over 50,000 sq ft). This brings the year
to date (YTD) total to over 8.6 million sq ft, 12% below
the level recorded in the same period last year.

Smaller lot sizes (units under 250,000 sq ft) and new,
speculatively built units were the main features of the
occupier market in Q3. The majority of take up in the
quarter comprised a combination of newly developed
space, pre-let and build-to-suit units (75%).

Retail and distribution operators remain active

Amazon signed a 15-year lease on 164,162 sq ft at 32
New Lane, Havant, at £23.24 psf, with the building
being redeveloped on a build-to-suit basis. The London
& South East market is a consumer-orientated logistics
market, and retailers and distribution firms continue

TOM KENNEDY, ASSOCIATE
LONDON & SOUTH EAST
LOGISTICS & INDUSTRIAL AGENCY

“Although the investment market
is currently undergoing a period of
turbulence, the occupational
market remains resilient. There are
soft signs of change, though this is
insufficient to dampen continued
rental growth due to the shortage of
large, newly-built stock available.”

to dominate, accounting for 70% of YTD take up.
Low levels of new, large product available

The volume of immediately available space in London &
the South East increased by 6.3% in Q3, to 8.4 million sq ft.
This brings the vacancy rate back to levels seen in mid-
2021, at 3.7%. This increase is mainly driven by the release
of second-hand space back to the market, while the
availability of new, high quality units has declined by 14%.
In addition, 88% of total availably comprises units under
250,000 sq ft. With only two new, speculative units over
250,000 sq ft available, supply levels at the very large end of
the market remain tight.

Approximately 4.5 million sq ft of space was under
construction speculatively at the end of September, 5%
higher than the previous quarter (units over 50,000 sq ft).
Of the 40 developments under way, there are also only two
over 250,000 sq ft available.

Both overseas and domestic investors active

Investor activity in the London & South East industrial
market remained robust in Q3 2022 with £1.3 billion
transacting. This brings the YTD total to £5 billion, 19%
ahead of levels recorded in the same period last year.
Quarter three saw Prologis UK acquire two prime estates in
Park Royal and Watford, from Schroders Capital for
approximately £200 million. Both estates are occupied by a
diverse mix of tenants.

Quite a significant pool of UK property investors have been
active so far this year, comprising 44% of investment.
Institutional investors were less active, accounting for 11%,
compared to 19% YTD Q3 2021.

Outlook

While the weighted average yield for assets transacted
across London & the South East region in the YTD has
fallen to 3.10%, a softening in yields was evident towards
the end of September and this continues as we enter the
final quarter of 2022.

Prime rents for units over 50,000 sq ft in West London
increased by 10% in Q3 to £27.50 psf, while East London
recorded 11% prime rental growth, to £20 psf. While the
rental story remains positive, 2023 is expected to see a
slower rate of growth, with 5.8% and 3.5% average growth
forecast for London and the South East, respectively
(RealFor).
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OCCUPIER MARKET

1.6 million sq ft 36% £27.50 psf 3.7%
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Phase Il Unit 4, Symmetry Park, . .
Biggleswade 230,000 Noatum Logistics £8.50 psf Speculative build
Redevelopment into bespoke
32 New Lane, Havant 164062  Amazon UK Services Ltd, 224 PSf b”"gi;tt‘:i';‘:t'itosrﬁ;iﬂﬁya"d
Unit 2, G Park, Milton Keynes 139,814 XPO Logistics £9.75 psf Speculative build
Crossways 138, Dartford 138,062 Albion Fine Foods £12.25 psf Speculative build
Unit 8, Segro Park, Tottenham 50,050 StockX £25.50 psf Speculative build

Source: Knight Frank
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INVESTMENT MARKET

£1.3 billion £33.6 million
Investment total Average lot size
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2016 2017 2018
PROPERTY TOWN PRICE YIELD PURCHASER
Prologis Imperial & Prologis Watford / (2 estates) _ .
Central Park Park Royal £200m Azl Lhe bl
Horndon Industrial & q Kennedy Wilson
Logistics Park, West Horndon SHeniTees E2EI S Europe
Amazon, New Lane Havant £90.9m 3.93% LCN Capital Partners
Westlands Industrial Estate Hillingdon £83m 2.24% St. Modwen Properties

Source: Knight Frank, Property Data

m UK Institution
m Listed Property
Company (LPC)

m Private Property
Company

m Overseas Investor

m Private/Other

2019 2020 2021 YTD
2022

VENDOR

Schroders Capital

Federated Hermes

Bridges Fund
Management Ltd.

M&G Real Estate



CONTACTS

LOGISTICS & INDUSTRIAL RESEARCH

Claire Williams Deirdre O’Reilly
claire.williams@knightfrank.com deirdre.oreilly@knightfrank.com
+44 20 3897 0036 +44 20 3995 0785

LONDON & SOUTH EAST LOGISTICS & INDUSTRIAL AGENCY

Gus Haslam Paul Mussi
gus.haslam@knightfrank.com paul.mussi@knightfrank.com
+44 20 78615299 +44 20 78611550

James Maskey Tom Kennedy
james.maskey@knightfrank.com tom.kennedy@knightfrank.com
+44 20 7861 5257 +44 20 3640 7029

Elliot Evans

elliot.evans@knightfrank.com

+44 20 3995 0760

LOGISTICS & INDUSTRIAL CAPITAL MARKETS

Charles Divall Johnny Hawkins
charles.divall@knightfrank.com johnny.hawkins@knightfrank.com
+44 2078611683 +44 2078611519

Will Gubb Joe Kane
will.gubb@knightfrank.com joe.kane@knightfrank.com

+44 20 78611595 +44 20 7861 5447

Georgie Roberts Hugo Bland
georgie.roberts@knightfrank.com hugo.bland@knightfrank.com

+44 20 3967 7107 +44 20 78611252

Methodology

This report has been prepared by Knight Frank Research.

Data |and Ii_rlmforgnation within this report have been provided by Knight Frank occupier and investment teams across the Knight Frank UK network. Third party data sources
are also utilised.

For the purposes of this report, take-up figures refer to spaces of 50,000 sq ft or more, that are let, pre-let or acquired for occupation.

@/ailab{lﬁy refers to all space available for immediate occupation as well as space under construction (built speculatively) that will be available for occupation within the next
months.

Investment figures refer to industrial property purchases where the primary motivation is the generation of income. Acquisitions for occupation are excluded. Land sales are
included, where the end use of the land is known.

i Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range of
Knlght Frank Re_search clients worldwide including developers, investors, funding organisations, corporate institutions and the
Reports are available at public sector. All our clients recognise the need for expert independent advice customised to their specific

. needs. Important Notice: © Knight Frank LLP 2022 This report is published for general information only and not to
knlghtfrank-com/researCh be relied upon in any way. Although high standards have been used in the preparation of the information, analysis,

views and projections presented in this report, no responsibility or liability whatsoever can be accepted by Knight
Frank LLP for any loss or damage resultant from any use of, reliance on or reference to the contents of this
document. As a general report, this material does not necessarily represent the view of Knight Frank LLP in relation
° to particular properties or projects. Reproduction of this report in whole or in part is not allowed without prior written
Kn l ht approval of Knight Frank LLP to the form and content within which it appears. Knight Frank LLP is a limited liability
partnership registered in England with registered number OC305934. Our registered office is 55 Baker Street,

Fra n k London, W1U 8AN, where you may look at a list of members’ names.
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