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The first quarter of 2018

withessed total deal

volumes of ¢.£400m

across 13 transactions.

The largest transaction of the quarter was

British Land’s acquisition of Royal Victoria Place
in Tunbridge Wells, which has conditionally
exchanged, subject to head leaseholder consent.
Local Authorities were again the largest buyer
group in the market, with nearly 40% of the

total deal volume. The most significant of these
was Canterbury City Council’s acquisition of the
remaining 50% share of the leasehold interest in
Whitefriars, adding to its existing 50% leasehold
and freehold ownerships.

There are over £1.5bn of transactions under offer,
which will significantly boost the deal volumes for
the coming quarters when they complete.

The buyers in Q2 could be more diverse:
institutions, REITS and new entrants to the market.
In a sign of further repricing, there were three
deals done with double-digit yields, which could
point to improved liquidity in the non-prime
sectors later this year.

In the short term, we can see further outward
movement in capital values (which have been
consistently falling since February 2016) and

an increase in the yield gap between prime

and secondary.

For investors focused on income return, retail
appears to be a more attractive proposition than

the office and industrial sectors, with prime yields
exhibiting an outward movement from 4.50% and
secondary yields at 9.50%+. The sustainability of
this income varies vastly between schemes.

We are yet to see meaningful on-market stock

as buyers adopt a cautious approach to openly
marketing their assets, often opting to reinvigorate

or repurpose the asset to halt further decline rather
than sell. Q1 is traditionally quiet for new sales and we
anticipate more new sales to launch in Q2 onwards.
The Hammerson/intu/Klepierre story appears to
be over with Hammerson withdrawing it's offer for
intu, suggesting that the risks of the acquisition
now outweigh the merits. This removes the

threat of a £2bn sales pipeline that had been
overhanging the sector.

In the occupational market it has been a very
challenging quarter. CVAs are making some
retailers push even harder in negotiations as they
continue to be undercut by their competition. As
such, the damage these CVAs do is above and
beyond the immediate rent reduction.

In the investment market, assets with strong local
growth stories (such as infrastructure developments)
and tenant demand continue to perform well, as
shown by the highly competitive bidding and price
offered for Clapham Junction.

Volumes down 20% compared with Q1 2017

Supply on market supply remains very low
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Demand low but signs of a more diverse buyer
poolin Q2

0 Capital values 50% of transactions were above
£30 million but overall capital values still falling
(-0.84% month on month)

Spread Prime to secondary spread remains
at 500bps

Income still the highest of any sector with 3 deals
at 10%+ NIY
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Outlook greater liquidity as repricing continues

Q1 Key Shopping Centres Transactions

source: Knight Frank LLP

Purchaser Vendor

Shopping centre

Price (£Em) NIY %

Royal Victoria Place, Royal British Land Hermes £96m 5.00%
Tunbridge Wells
Whitefriars, Canterbury (50%)  Canterbury City Council* TH Real Estate £75.5m 6.50%

Cheshire West & Winsford Cross £19.75m 10.50%
Chester Council Developments

Tellon Capital L&G £58.8m 5.85%

Winsford Cross, Winsford

Chineham Shopping Centre,
Basingstoke

*Advised by Knight Frank
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Retail & Shopping Centre Yields

Q4 2010 - Q12018
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REIT Share Price Versus Net Asset Value (NAV)

Q12017
Q2 2017

Q3 2017
Q4 2017
Q12018

Secondary Town S/Centre
[ ] Good Secondary S/Centre
[ ] bominant Prime S/Centre
[] Prime Retail
':' Regional S/Centre

[] 5 year swap rates

Landsec British Land Hammerson NewRiver Cap|lta|
& Regional

Latest Share Price (p) 967 664 547 199 295 52
Q4 - Q1 Movement -2.72% -2.20% 1.86% -19.76% -13.73% -5.45%
NAV per share (p) 1432 939 776 41 292 67
Premium to NAV -32.47% -29.29% -29.51% -51.58% 1.03% -22.39%
Shopping Centre Availability
Q12010 - Q12018

4,000 40

3,500 35

3,000 30

2,500 2% No. of centres
aE{ 2,000 20 % available
é 1,500 58 Under offer
2 1000 10 8
Ll || il ||| | mil-: =
° 500 -
3 €
= 0 I I I I I I I I I = I I 0 2 Source: Knight Frank LLP

LR R R R R R R R R
59330656358 3358835853358335858368835

Key Contacts

Shopping Centre Capital Markets Shopping Centre Leasing

Charlie Barke, Partner
+44 20 78611233
charlie.barke@knightfrank.com

Rowen Grandison, Partner
+44 20 7861 5191
rowen.grandison@knightfrank.com

Mark Smith, Partner
+44 20 78611533
mark.smith@knightfrank.com

David Legat, Partner
+44 20 7861 5119
david.legat@knightfrank.com

David Willis, Partner Retail Research

+44 20 78611208

david.willis@knightfrank.com Stephen Springham, Partner

+44 20 78611236
stephen.springham@knightfrank.com

Important notice:

This report is provided strictly on the basis that you cannot rely on its contents and Knight Frank LLP (and our affiliates, members and employees) will have no responsibility or
liability whatsoever in relation to the accuracy, reliability, currency, completeness or otherwise of its contents or as to any assumption made or as to any errors or for any loss
or damage resulting from any use of or reference to the contents. You must take specific independent advice in each case. It is for general outline interest only and will contain
selective information. It does not purport to be definitive or complete. Its contents will not necessarily be within the knowledge or represent the opinion of Knight Frank LLP.
Knight Frank LLP is a property consultant regulated by the Royal Institution of Chartered Surveyors and only provides services relating to real estate, not financial services.
This report was researched and written between April 2018 and May 2018 based on evidence and data available to Knight Frank LLP at the time. It uses certain data available
then, and reflects views of market sentiment at that time. Details or anticipated details may be provisional or have been estimated or otherwise provided by others without
verification and may not be up to date when you read them. Computer-generated and other sample images or plans may only be broadly indicative and their subject matter
may change. Images and photographs may show only certain parts of any property as they appeared at the time they were taken or as they were projected. Any forecasts or
projections of future performance are inherently uncertain and liable to different outcomes or changes caused by circumstances whether of a political, economic, social or
property market nature. Prices indicated in any currencies are usually based on a local figure provided to us and/or on a rate of exchange quoted on a selected

date and may be rounded up or down. Any price indicated cannot be relied upon because the source or any relevant rate of exchange may not be accurate or up to date. VAT
and other taxes may be payable in addition to any price in respect of any property according to the law applicable. © Knight Frank LLP 2018. All rights reserved. No part of this
publication may be copied, disclosed or transmitted in any form or by any means, electronic or otherwise, without prior written permission from Knight Frank LLP for the specific
form and content within which it appears. Each of the provisions set out in this notice shall only apply to the extent that any applicable laws permit. Knight Frank LLP is a limited
liability partnership registered in England with registered number OC305934 and trades as Knight Frank. Our registered office is 55 Baker Street, London W1U 8AN, where you
may look at a list of members’ names. Any person described as a partner is a member, consultant or employee of Knight Frank LLP, not a partner in a partnership.

Connecting People & Property, Perfectly.
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