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Q4 2023 The Knight Frank Retail Monitor provides a knightfrank.com/research
quarterly update on key data across all retail sub-
sectors and current market sentiment.

“No recession in 2023 and consumer demand has held up better than anyone predicted. But will
it continue to do so in 2024? Despite an improving macro-economic backdrop, there were some

warning signs in Q4 that the coming year will not be plain sailing for the retail sector.”

Stephen Springham, Head of Retail Research
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OCCUPIER MARKETS

The strength and resilience of the occupier
pool continued to both surprise and
delight. Only 971 stores in 2023 were listed
as affected by administration / CVA - the
lowest since 2015 (and the 3" lowest figure
since 2007). The majority of retailers
reported fairly robust store trading
throughout Q4, with a handful increasing
profit guidance expectations. Most remain
cautiously optimistic for the year ahead,
whilst some pursue modest expansion or
‘right-sizing’ opportunities.

Heightened demand for ‘destination’
locations started to positively impact
supply, leading to some rental growth in
prime locations. Vacancy rates decreased -
10bps to 15.3%, with -20bps improvements
witnessed in Shopping Centres (17.7%) and
Retail Parks (7.6%). Gradual improvements
in occupancy costs, with the rebasing of
rents and rates, has accumulated into
noticably strong demand for out-of-town
space, with many in-town occupiers (e.g.
Lush, Mango, ProCook) opening their first
retail park stores during the quarter.

INVESTMENT MARKETS

Investment markets were largely out of
synch with occupier markets, but investors’
confidence in the sector grew. 2023
transaction volumes (£6.1bn) were down
versus long-term averages (10-year: £7.3bn),
but showed modest improvement on 2022
levels. Q4 (£1.3bn) saw a slight quarterly
slowdown, but year-on-year increased by
+37%. Investors are drawn to the Retail
sector’s high income returns (5.94%)
compared to other major CRE sectors
(Industrial 4.31% / Offices 3.99%).

Shopping Centres were particularly
resilient (Q4: £437m) second only to
Foodstores (£453m). SC yields held steady
at 8.00%, while Prime HS and OOT
softened by +25bps to 7.00% and 6.00%
respectively. Experienced investors
targeted prime, destination assets, with
Churchill Square in Brighton (£143m) by far
the largest deal of the quarter and the year
as a whole. In total, five centres transacted
with a lot size over £20m+, including
Livingston Designer Outlet (£57m),
Junction 32 Outlet Village, Castleford
(£46m), and The Centre, Livingston
(£46m).
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Keep up to speed with retail markets with our quarterly

dashboards and weekly Retail Note
SIGN UP

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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