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“Macro-economic improvement, a rise in confidence, fresh hope under a new government. Just a
shame that the weather well and truly rained on the retail parade in Q2 and hindered consumer

demand. A slow start to retail investment markets in H1 2024, but a brighter H2 on the horizon.”

Stephen Springham, Head of Retail Research

KEY HEADLINES

At first glance, an improving
macroeconomic landscape appeared
to set a promising tone. However, a
deeper look reveals that consumer
demand was actually incredibly weak
in Q2, with wunsettled weather
exacerbating retailers’ attempts to sell
spring/summer stock, resulting in a
spiral of deep discounting. It wasn’t
all bad, though, as sentiment
continued to build in capital markets,
with upwards revision to most retail
property forecasts.

CONSUMER MARKETS

The prevailing narrative was one of
easing consumer pressures and
improving confidence. Prices eased,
with headline inflation returning to
more ‘normalised’ levels (CPI 2.1% vs
3.5% in Q1). And the prospect of a new
government brought hope for change.
Consumers felt more optimistic
overall, with confidence metrics
building each month, driven by better
perceptions of the prospects for the
UK economy.

Despite rising confidence and
increased spending power, retail sales
disappointed. Although most of the
economic indicators were pointing in
the right direction, Q2 sales data
showed a deterioration from Q1. Sales
values grew only modestly (+0.5%),
down from +3.5% in Ql, while
volumes fell by -0.5%, worse than the
-0.2% decline reported in Q1.

Adverse weather undoubtedly
significantly impacted retail sales.
Unsettled, wet and dull conditions,
including Storm Kathleen - the most
severe since 2013 - suppressed
appetite for spring/summer ranges
both in-store and online. Clothing
sales contracted at an average
monthly rate of -3.5% in the first half
of 2024, with June showing no
recovery (-4.5%).
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OCCUPIER MARKETS Retail Vacancy Rate All Retail - Rental / Capital Value
In the face of weak consumer demand, HEREPARIES 59 grswtg h erowth, last 10 o
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particularly in the fashion sector. Both 15 153 5
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bracing for sales declines in their next 13
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A slow start to the year, with deal ’
volumes totalling £2.23bn in H1 2024, .
down from £2.89bn in H1 2023. Retail Investment Volumes by sub-sector Yields
Warehousing (£617m) saw strong Last 6 quarters, £ billions Last 10 years, %
demand across the board, with most mShopping Centres mHigh Streets —HS-Good Secondary —HS-Prime
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requirements and demand strongest 24 == AliFEsile (Faie
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volumes normalised (£676m) 05 575
following a bumper year in 2023, but 03 i
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60% below the 10-year average, driven Source: Kright Frank Sources Knight Frak
by low availability of bigger lots.
Despite this, sentiment towards retail
b cleadly impmoving, Ml i Keep up to speed with retail markets with our quarterly
forecasts (8.0%) for 2024 have been .
revised upwards since the beginning dashboards and weekly Retail Note
of the year (previously projected at SIGN UP
6.5%). Upgrades were made across all
sub-sectors, reflecting an improving
economic backdrop.
We like questions, if you’ve got one about our research, or would like some property
advice, we would love to hear from you
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