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Q4 2023 | A concise quarterly synopsis of activity in the UK retail warehousing market.
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Key Takeaways

= Globally the RICS’ Commercial Property
Sentiment Index was broadly unchanged
from Q3 at -15 pts, with the Investment
Sentiment Index also steady at -18 pts.

= Retail warehousing investment volumes fell
for a fourth consecutive quarter to £335m,
below the rolling 5-quarter average (£494m).

= Listed Propcos were the dominant purchasers
in 2023, acquiring 51.0% of assets by deal
volume, followed by Institutions (32.8%) and
Private Propcos (6.3%).

= Prime yields were stable across both Open Al
and Bulky Goods Parks at 6.00%. Secondary
Open Al and Bulky softened by +25 bps to
8.00%.

= Capital values fell -3.2% QoQ, whilst rental
values grew +0.4%,

Key Deals YTD (Year to Date)
*KF DEAL

Unit vacancy rates improved by another -20
bps, falling to 7.6% - the best quarterly rate
seen since Q2 2019. Vacancy rates are now
well below their pandemic peak (Q2 2021:
11.5%).

Footfall fluctuated (Oct -4.3% / Nov -1.0% /
Dec -4.8%) but generally showed greater
resilience than Shopping Centres and High
Streets.

Q4 retail sales were generally robust (values
+3.9% YoY) although this marked a
slowdown on a strong Q3 (+5.4%).
Encouragingly, volume growth improved to -
1.4% (vs. Q3 -2.1%).

Performance by category was mixed, with
Food sales (+6.4%) significantly outpacing
Non-Food (+0.9%), with softening demand
for Carpets (-0.4%), Furniture (-0.9%), and
DIY (-3.9%).
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2023 Buyer breakdown
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Footfall Vacancy Rate
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The sector concluded 2023 with a stable Q4, signalling a steady end to the year. Consumer markets *March 2021 - March 2023 figures are compared to 2019 levels
remain underpinned by a robust labour market with low unemployment (3.9%) and strong wage growth
(+6.5%), against improvements to inflation (5.2%). Retail sales growth, while slightly down from Q3
(+5.4%), remained resilient at +3.9%, with volume growth showing improvement to -1.4%. The outlook
for 2024 is stable, with FY24 retail sales forecast to grow by +3.0%, with a return to positive volume
growth at +0.5%.
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The occupier landscape went from strength to strength. Physical retailer distress hit a record low, B o7

with just 971 stores affected in 2023, the lowest since 2015. This contributed to a notable 20bps
improvement in the unit vacancy rate, now at 7.6%. The scarcity of available stock has heightened
competition among occupiers vying for expansion space, including Greggs, Taco Bell, Cook, JD Sports n
Gyms, and Popeyes. High street brands such as Lush and Mango were also seen venturing into the RWH
arena for the first time, further intensifying competition for space, and driving positive rental growth.
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Despite a strong occupier base, capital markets remained disconnected with Q4 transaction 50

volumes subdued at £335m, taking the 2023 total to £1.84 billion. While secondary stock yields softened,

core buyers, including institutions with local authority mandates, stayed active. Institutional investors -9 25

continue to show strong sustained demand for premium assets, but face a shortage in stock, which may :

drive prime yields to sharpen by -50-75bps in 2024. Further upward rent pressures are expected under

declining vacancy rates and limited development. 2024's transaction volumes are projected to match -1| 0.0

2023's, assuming interest rates stabilize and decrease within the year, aiding a debt market recovery. DJFMAMUJJASOND " Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
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