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MARKET OVERVIEW

The London and South East industrial market continues to see high volumes of occupier activity,
with 7.1 million sq ft of space taken up in the first six months of the year.

7.1 million sq ft £3.1billion 14%
Occupier take up Investment total Prime annual rental
H12022 H12022 growth

Record half-yearly take up volumes

A strong second quarter was recorded in the London
& South East industrial occupier market, with 4.2
million sq ft of space taken up (units over 50,000 sq
ft). This brings the half year total to 7.1 million sq ft,
67% higher than the same period last year and 43%
ahead of the five-year H1 average. Quarter two’s take
up was boosted by one significant deal; garden and
leisure products retailer, The Range, committed to a
1.2 million sq ft unit at Gateway 14 at Stowmarket, to
be constructed on a built-to-suit basis.

Warehouse space increasingly sought by a diverse
mix of tenants

While e-commerce, retail and distribution operators
made up a combined 67% of H1 2022 take up, other
occupiers including film studio operators, data
centre operators and advanced manufacturing firms
have signed lease agreements. Sky, Netflix and Apple
TV have all signed leases for units currently under
construction, ranging between 80,000-200,000 sq ft.

GUS HASLAM, PARTNER
LONDON & SOUTH EAST
LOGISTICS & INDUSTRIAL AGENCY

“H12022 has resulted in another
impressive period of take up,
underpinning developers’
continued commitment to deliver
high quality speculative industrial
development within the London &
South East region.”

Supply shortage of large-scale product

Owing to a number of development completions in the
market, the volume of immediately available space in
London & the South East (units over 50,000 sq ft) has
remained broadly stable over the past year. As a result,
the vacancy rate is similar to levels seen this time last
year, at 3.5%. Approx. 45% of immediately available
space consists of new, speculative units.

There remains a shortage of larger scale warehouses
(250,000 sq ft+). Approximately 6.7 million sq ft of
space was under construction speculatively at the end
of Q2, across 32 developments. However, 84% of these
are under 250,000 sq ft in size.

Continued compressionin average yields

The first half of 2022 has seen a total of £3.1 billion
invested in London & South East industrial property,
16% higher compared with the same period last year.
However, this was mainly driven by transactions
taking place in the earlier months of the year. That
said, the total for the 12 months to end-June was £7.1
billion, 62% higher YOY.

While the origin of capital remains largely overseas,
quite a significant pool of UK property investors also
remain active.

The average weighted yield for assets transacted across
the region has continued to decline and stood at 3.1%
in the 12 months to June 2022. This compares to an
average of 4.2% over the same period last year.

Rental growth & Outlook

Prime industrial rents in London & the South East
remained mostly stable in quarter two. In West
London, prime rents for units over 50,000 sq ft stand
at approx. £25 psf, though 14% higher on an annual
basis, while East London saw 29% annual growth, to
£18 psf. Looking ahead, London and the South East
regions are forecast to see average rental growth of
12.7% and 7.8%, respectively for 2022, with the highest
expectations for Enfield, at 17.9% (RealFor).
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OCCUPIER MARKET

4.2 million sq ft 37% £25.00 psf 3.5%
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Freehol h /
Gateway 14, Stowmarket 1,200,000 The Range - ’eeBlf:Ig_’t’:_rgugse
. . . Freehold purchase /
Unit 1, Basingstoke Gateway 630,000 Lidl £81Im Speculative build
Phase 1, Panattoni Park & 300,532 £24.50 psf / Speculative builds -
Phase 2, Panattoni Park, Borehamwood (combined) Sky £23.50 psf for Film Studio use
DC234, Prologis Park, . "
Hemel Hempstead 233,860 Amazon Web Services £17.00 psf Speculative build
Ascent 126, Ascent Logistics Park, i .
Leighton Buzzard 125,510 Spreetail UK Ltd. £8.75 psf Speculative build

Source: Knight Frank
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INVESTMENT MARKET
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KEY INVESTMENT DEALS
H12022

PROPERTY TOWN PRICE
International Business Park Stratford £185.5m
4 units

ICON Harlow Harlow £160m
Hannah Close Wembley Wembley £157m
Ridgeway Trading Estate Iver £132.5m

Source: Knight Frank, Property Data

YIELD PURCHASER VENDOR

1.32% GLP Properties Kessler Group
. TPG Real Estate /
0,
3.05% Mirastar Stoford
2.01% British Land Plc Carey Group
Amazon Data Services abrdn
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Methodology

This report has been prepared by Knight Frank Research.

Dataland ti_r‘w_foramaﬂon 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.
aﬁzvailabilg]ty 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 kriown.

H Knight Frank Research provides strategic advice, consultancy services and forecasting to a wide range of
Knlght Frank Re§earch clients worldwide including developers, investors, funding organisations, corporate institutions and the
Reports are avallable 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
kmghtfrank-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 responsibllity 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
° 1o 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,

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



