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Media attention over matters concerning the UK 
economy, and even Brexit, has been noticeably 
marginalised in recent weeks by the theatre, 
posturing and deterioration in international 
relations.  Concerns over the possibility of a 
conflict over North Korea have been replaced 
with the fall out over the Russian dissident 
poisoning in Salisbury and now the western 
backed missile strikes in Syria escalating the 
conflict there.  Economically, the potential for a 
trade war between China and the US is also of 
bearing.

It has been said that it is an uncertain world, and 
the threat of war (either military or economic) 
certainly focusses minds, but it seems the UK is, 
to a degree, quite resilient to it; in the meantime 
life carries on.  The national economy is moving 
on regardless and is growing, albeit at a slow 
and steady pace.  This view is supported by the 
most recent IMF forecast for UK GDP and that of 
the Office for Budget Responsibility which both 
forecast growth in 2018 of 1.5%.  Comparatively 
speaking there would appear to be some Brexit 
braking applied in the forecasts, (which reflects 
our own experience of the property sector) but 

The Economy

over time the future and an agreement with 
the EU will become clearer. 

Positively, however, according to ONS 
data, productivity is steadily improving 
and wage growth is increasing (most 
recently from 2.5% to 2.8%) and CPI 
has fallen again to 2.5% in March.  The 
income squeeze appears to be ending 
and although household spending has 
been falling at its fastest rate for 5 years, 
in theory the squeeze is easing as wage 
growth overtakes inflation.  So, in the 
round, the numbers suggest we are 
broadly on the right track, and the budget 
deficit is reduced - but the journey is 
witnessing some major casualties along 
the way and none more so than in retail 
and casual dining.  Retailers in particular 
have been facing the double whammy of 
reduced consumer spending power and 
the change in shopping patterns away 
from the High Street and the pressure for 
some has evidently been too great.

Residentially, we face an interesting time
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as the traditionally strong Spring market comes 
around again.  Transaction numbers remain 
muted, pricing is sensitive in many areas, 
performance is undoubtedly micro-market led 
and Central London in particular continues to 
face a headwind in terms of sentiment.  Yet at 
the same time, housing starts for 2016/2017 
were only just under two thirds of the 
Government’s target of 300,000 new homes 
per annum which is restricting long term 
supply and, naturally, will support prices due 
to the inherent shortage of product. As ever, 
the mortgage sector is crucial to the owner-
occupier sector and the direction, and pace, of 
interest rates will be highly influential to short to 
medium term capital value performance. 

Whilst publicised failures have provided 
added caution to the retail sector and further 
polarisation, UK real estate remains attractive 
and in many areas it is business as usual.  It 
does beg the question, however, of what will 
happen, albeit a year hence, if a Brexit deal is 
finally done and that measure of uncertainly is 
lifted?  
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West End Letting Market

The West End has seen a slow start to 2018 
with take-up in January alone being down 
26% on the longer-term average.  Despite 
this there is an encouraging amount of space 
under offer.  980,976 sq ft is currently in 
solicitors’ hands which is a 63% increase 
on the long-term average.  Notable spaces 
under offer include various floors at the Land 
Securities’ development, Nova North and 
Nova South, accounting for 105,694 sq ft 
and Astrea Asset Management’s 1 Curzon 
Street with 28,702 sq ft under offer. 

The tech and media sectors continue to lead 
take-up, accounting for 56% of the market 
share in Q1 2018.  The serviced office sector 
has remained very active accounting for 18% 
and the insurance and financial sector 10%.  
Recently we have seen the serviced office 
provider, i2 Offices, acquire 20,989 sq ft at 
33 Cavendish Square. Other notable sectors 
include creatives and professional.

West End supply rose from 4.42M sq ft at the 
end of 2017 to 4.63M sq ft mid Q1 2018, an 
increase of 4.5%. With this we have seen a 

slight increase in the vacancy rate to 4%. This 
is up 20 bps on the start of the previous year 
however still remains below the long-term 
average of 4.5%.

There is 1.4M sq ft of development and 
extensive refurbishment completions 
scheduled for the second half of 2018.  
Demand for new developments remains 
strong with 67% of these being pre-let. 

Prime rents in Mayfair and St James’s have 
remained stable at £116 psf.  Typical West 
End Grade A rents have fallen slightly to £71 
psf and Grade B rents to £54 psf.  Alongside 
this we are seeing landlords offer increasing 
flexibility and incentives with rent free periods 
now approximately 20-22 months on a 10 
year lease and 10-12 months on a 5 year 
term. 
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“West End supply 
rose from 4.42M sq ft 
at the end of 2017 to 
4.63M sq ft mid Q1 
2018, an increase of 
4.5%. With this we 
have seen a slight 
increase in the 
vacancy rate to 4%.”
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West End Investment Market

The West End Team recorded a total of just over 
£1Bn exchanged or exchanged and completed 
in 23 transactions during Q1 2018.

This is some way below the typical Q1 volume 
which in two of the last three years hit £2Bn.

Three transactions in Q1 made up 65% of the 
total by volume: The sale of the Empress State 
building in Earls Court to the Government tenant; 
Centro in Camden bought by Workspace, and 
Regent’s Quarter King’s Cross sold to Nan Fung 
for just over £300M and sub 4.5%. 

Inside the core W1 market, we tracked 7 sales 
- although the combined volume of these was 
under £100M. One asset was sold with vacant 
possession and the remaining six all achieved 
under 3% NIY. 

Moving into Q2 there are several large high-
profile sales on the market such as Verde 
SW1, Central St Giles, and 23 Savile Row 
which combine to make up in excess of £1Bn 
of volume. Confirmed or likely forthcoming 
sales include M&S Waterside Paddington, The 
Adelphi, 20 Soho Square, and Euston House 
which will add a further combined £1Bn of stock 
to market. Notwithstanding this, 

the market is continuing to experience a distinct 
shortage of “average lot size” assets in the core, 
around the £40-60M mark. Consensus amongst 
most agents shows limited sales pipelines pointing 
to this restricted supply continuing through the year. 

During Q1 Allsop has been involved in the 
marketing (on/off market) of close to ten 
assets across the West End and City markets, 
consequently both teams have a good insight into 
investor demand. Whilst depth of interest at bids 
stage for certain assets has certainly reduced over 
the past year or so, the yields achieved in the core 
market do show that the market remains strong for 
these assets. 

We completed the sale of 401 King Street, 
Hammersmith on behalf of M&G Real Estate for 
£15.22M (4.72% NIY), which attracted over 40 
viewings and 10 bids, showing value add product 
off sensible passing rents continues to attract good 
interest.

At the start of the year, Blackrock brought 
Landsec’s former HQ, 5 Strand came to the market 
at £80m, (4.6% NIY) with 18 months’ income and 
planning for a residential-led scheme. The asset 
has now exchanged to a hotelier, who were the 
dominant bidders for this product.  The level of 
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interest for speculative office refurbishment off an 
entry price of £1,000 psf was very limited. 

Within the core, investors remain attracted by 
quality assets and there is a significantly greater 
depth of interest for smaller lot sizes. 33 Brook 
Street was sold in January, Virtual Freehold for 
£16.45M reflecting 2.36%; the entire building was 
newly let to Issey Miyake at a rent reflecting £650 
Zone A on a 15 year lease. Whilst the rent reflects 
a record for Brook Street, investors were attracted 
by the improvements Crossrail, GPE and Grosvenor 
will bring to the public realm, plus the significant 
discount from Bond Street ten doors away.

Overseas investors have been involved in over half 
the Q1 purchases, and dominated the W1 prime 
transactions. This overseas interest, dominated by 
Asian capital looks set to continue throughout the 
year. 
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City and City Fringe Letting Market

Momentum has continued from 2017 
into the first quarter of 2018, despite the 
uncertainty in the financial markets over 
the departure from the European Union in 
March 2019.

Take up for Q1 2018 was c.1.3m sq ft,
down on the previous quarter.

The 12 month rolling take up stands at 
c.5.66M sq ft. This is down on 6.4M sq 
ft for 2017 but greater than 4.8M sq ft for 
2016.

The Banking, Finance and Professional 
sector has continued to commit to new 
Central London headquarters with recent 
lettings to SMBC Nikko for 161,000 sq ft 
at 100 Liverpool Street and Sidley Austin 
for 125,000 sq ft at 70 St Mary Axe. Other 
active demand is being witnessed from 
occupiers such as Old Mutual and Bryan 
Cave Leighton Paisner both considering 
HQ relocations in EC2/EC4. 

Mimecast pre-let 78,629 sq ft at 1 Finsbury 
Avenue in Broadgate, completing the lease

in the first week of January 2018.

The Serviced Office/Co-Working sector 
has continued to grow with Regus Spaces 
committing to 40,000 sq ft at The Epworth, 
City Road and negotiating on 30,000 sq ft at 
Minster Court and 30 Moorgate. WeWork, The 
Office Group and Fora continue their search for 
additional office opportunities. 

The Prudential has also recently signed on the 
final few floors at Angel Court (65,000 sq ft). 
demonstrating strong rents in excess of £80 
per sq ft for the tower floors (Level’s 22-24)  
and mid £60’s per sq ft on the podium floors.

Vacancy rates have remained at c.5.6% for 
Q1 2018, although there is now a reduction 
in the availability of new build stock following 
the most recent pre-lets. Availability of second 
hand supply has increased with the addition 
of significant sub-lettings from Barings at 155 
Bishopsgate (65,444 sq ft) and Allen & Overy 
at 10 Bishops Square (64,912 sq ft).

Prime rents remain at £68.50 per sq ft with 
premium rents in excess of £70.00 per sq ft 
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still being achieved for ‘Trophy Space’. Rent 
free periods on a 10 year term remain at 24 
months for the City Core. 

The City Fringe has continued to establish 
good headline rents comparable to Core City 
with significant demand from the Tech, Media 
and Serviced Office sectors. Trophy space 
is securing in excess of £70 per sq ft with 
typical floors securing £65 per sq ft. Rent free 
periods are lower than the City at 18 months 
per 10 year term certain. 

NTT Data recently committed to take a 
further 9,500 sq ft at The Epworth and Turner 
Broadcasting are rumoured to be acquiring 
two further floors at Spectrum. 

Farfetch, Deloitte Digital and LinkedIn are 
rumoured to have shortlisted space at The 
Bower, Old Street and The Ray, Farringdon 
Road.

“12 month rolling 
take up stands at 
c.5.66M sq ft. This 
is down on 6.4M 
sq ft for 2017 but 
greater than 
4.8M sq ft for 2016”
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City and City Fringe Investment Market

After the strongest investment turnover on 
record in 2017 (£11.25Bn), there was a muted 
start to January 2018 with momentum building 
towards the latter stage of the quarter, with 
several large scale transactions having recently 
exchanged. 

Our City Investment Team has recorded a total 
turnover of £2.645Bn either exchanged and/ or 
completed in 32 transactions during Q1 2018 
which is significantly ahead of the long term 
average (c. £.2.0Bn), but significantly down 
on the £3.573Bn recorded in Q4 2017. This 
slowing of investment volumes is typical from 
Q4 to Q1 and these Q1 figures suggest the 
strong market sentiment witnessed throughout 
2017 is set to continue. 

The international demand for large scale 
‘trophy assets’ was a trend of 2017 and 
evidence suggests this will continue into 
2018. The average deal size for Q1 2018 
was approximately £82.7M, which is broadly 
in line with 2017 (£90M). A recent off market 
transaction saw the return of Japanese 
investment into London, with Sumitomo Mitsui 
Trust Bank acquiring First Avenue House, 42-
49 High Holborn, WC1 from Topland for 

£154m/ 3.46%/ £1,372 psf. 

Other notable deals in the first quarter saw 
Israeli billionaire Teddi Sagi, through his 
property vehicle ‘Lab Tech’ purchase 90 High 
Holborn, WC1 for £198M/ 4.64%/ £1,077 
psf. It is understood that he intends to use 
the building for his co-working business 
in the medium term and it has become 
common for investors to acquire buildings for 
this purpose. In January 2018, Workspace 
Plc acquired The Centro Buildings, NW1 
for £109M/ 4.20%/ £831 psf for their own 
serviced office brand. 

To date in 2018, Asian investors have 
continued to dominate the market, 
accounting for 10 transactions and 57% 
of market turnover. However, whilst 2017 
saw the majority of Asian investment come 
from China and Hong Kong, Q1 2018 has 
witnessed investment also from Japan, but 
more significantly from an influx of Korean 
investors. Mirae purchased Cannon Bridge 
House, EC3 from Blackstone for £248M/ 
5.18%/ £865 psf and are rumoured also to 
be under offer on another Blackstone asset, 
20 Old Bailey, EC4 for over £340M/ 4.0%/
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Evidence displayed during Q1 2018 suggests 
that London will continue to attract overseas 
investors despite Brexit, drawn to the 
attractive exchange rate and safe haven 
status. We expect this to continue into the 
next quarter with prime yields remaining at 
their historic low of 4.0% - 4.25%. 

“City Investment 
Team has recorded 
a total turnover of 
£2.645Bn either 
exchanged and/ 
or completed in 
32 transactions 
during Q1 2018 ”

£1,676 psf.  We expect to see more £100M + 
lot sizes being acquired by Korean investors in 
2018, as growing pressure from the Chinese 
Government to repatriate money reduces 
investment into London from there.  This 
pressure from the Chinese Government is also 
likely to result in a number of larger Chinese 
companies selling their London holdings, 
including HNA, Ping An and Ang Bang. 
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National Investment Market

Investor sentiment appears to be ‘cautiously 
optimistic’. Whilst economic data in the UK, 
Eurozone and America is positive there appears 
to a move by investors to position themselves 
more defensively. We have seen volatility return 
to the equity market with the FTSE 100 seeing 
an 8.2% fall in the first quarter. The expectation 
is that this volatility is likely to continue as 
concerns over trade wars, Russia, a Tech 
market bubble and Brexit dominate the markets. 
What remains to be seen is whether this volatility 
will divert equity away from the stock market and 
into areas of the real estate investment market 
that provide stable income streams at a sensible 
arbitrage to the risk free rate.

Evidence in Q1 2018 would suggest that this is 
the case with core markets continuing to prove 
popular with investors with polarisation between 
core and non-core assets being greater now 
than at any time since 2012.

Industrial
This sector was the best performing in 2017 by 
some way. Take up in the UK warehouse market 
(units of 100,000 sq ft +) is set to reach 13.1M 
sq ft in Q1, the highest on record and 115% 
above the long term average of 6.1M sq ft. This 
coupled with improved manufacturing data as a

result of the cheap £ is likely to fuel this market 
further. It seems unlikely we will see the growth 
we experienced in 2017 but investor appetite 
remains, as demonstrated by the sale of Helical’s 
Industrial Portfolio (Maximus) for £150M / 6.41% 
NIY, a 14% improvement on the September 
valuation. This was acquired by Blackstone as 
was the Powerhouse Portfolio for £320M / 6.3% 
NIY.

Whilst performance may not be as strong, we 
do think it will remain the asset class in greatest 
demand.

At the smaller end of the spectrum we have just 
sold an industrial / trade counter investment of 
22,750 sq ft in Epsom and let to Wolseley for 9 
years term certain for £6M / 3.69% NIY.

High Street
The industrial market’s gains have been at the 
expense of the high street and its perceived 
demise. A combination of reduced consumer 
spending and the shift away from the high street 
to on-line shopping has been a major contributor 
although business rates and changing consumer 
habits have also played a part. In Q1 2018 we 
have seen the failure of Maplin, Claire’s and 
Warren Evans as well as New Look and 
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Carpetright entering CVAs with others on the 
brink of doing the same. This has been further 
compounded by the woes of the ‘casual dining’ 
sector that has seen the closure of units by 
Jamie’s Italian, Byron Burgers, and Prezzo. 

The trend has rocked investor confidence in 
the sector although echoing the theme of this 
note that core pitches have held up well, as the 
perception is that whilst the retail market is over 
supplied the core will continue to offer a retailing 
experience albeit we are seeing the traditional 
fundamentals of retailing changing forever.

Our current retail sales reflect this with a prime 
unit in an affluent London suburb generating 4.8% 
NIY whereas we cannot achieve a NIY of 10% 
on a well let block of retail in a very secondary 
northern town – the gap is widening all the time.

Retail Warehousing
Rents have never really recovered post the 
financial crisis and therefore remain at a rebased 
level and the yields remain discounted despite the 
sector often offering longer income streams. As 
investors look for yield that has eluded them in the 
industrial sector they are increasingly considering 
the retail warehouse sector. Justification for this 
shift is the low site cover and the recognition 

that there is a clear relationship between the 
distribution and retail sector that through 
collaboration will fuel further growth in the  ‘click 
and collect’ and ‘last mile’ delivery models.

We expect this to be a strong performing sector 
although it will be site specific as there remain 
a number of retailers on the ‘watch list’. Toys R 
Us, whilst an expected casualty within business 
circles, is testament to the risk retailers face if they 
fail to adapt their business models.

Offices
The office market outside London has not seen 
very many significant transactions in Q1 and 
those that have happened are in some ways 
surprising but again representative of the market. 

Two of the largest transactions in Q1 were in 
Aberdeen where concerns over the long term 
sustainability of the oil industry are widely 
reported. The Aker HQ and West Campus, 
Westhills transacted at £112.5M and £39.375M 
respectively.  Both are let on long leases but 
they both sold in a market devoid of transactions 
particularly in the office sector, the reasons being 
that investor appetite for income at a significant 
discount to the risk free rate is strong.  Aker HQ 
traded at a yield of 6.92% for RPI linked income
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National Investment Market

for 17 years and West Campus, Westhills at 
7.85% for 11.5 years income.

Our market intelligence highlights that the UK 
Funds have significant monies to invest in 
the provincial office sector. This is very much 
targeted toward the top 5 cities and generally in 
core locations where the building is the best in 
class or where the building can be repositioned 
and refurbished to implement rental growth. An 
exception to this is where the building lends itself 
to residential conversion.

Portfolios
The UK commercial portfolio market continues to 
exhibit a high level of transactional activity. In Q1 
2018, total transaction volume totalled in excess 
of £3.0Bn, reflecting a 42% increase on Q1 2017. 

Throughout the previous 12 months, we 
witnessed a flight to high quality investments 
providing secure long-term income. Our market 
analysis revealed strong demand for primary and 
good quality secondary portfolios, and particularly 
so for well-located industrial and office packages. 
Following a significant decline in purchasing 
power in the first half of 2017, institutional 
investors are firmly back in the market with a 
significant level of active requirements in Q1 2018. 

Conclusion 
As a general comment there is a lack of stock 
in the market with no shortage of equity. The 
equity is however ‘fussy’ and therefore quality 
assets with strong fundamentals will continue 
to trade at strong prices. Those assets that are 
compromised in any way through location, build 
quality or sector are very price sensitive. 
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“Evidence in Q1 
2018 suggests 
that core markets 
are popular with 
investors with 
polarisation between 
core and non-core 
assets being greater 
now than at any time 
since 2012.”
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Commercial Auction Market

The last quarter of 2017 saw the biggest 
commercial auction since the financial crisis, 
when Allsop raised £161M in the October 
sale.

The first quarter of this year has started with 
industry volumes down by a little over 10% in 
what is typically a quiet period in our market, 
and our volumes reflect that trend as we sell 
around 50% of the market by value.

To date Allsop has raised £137M in the 
two sales held in Q1 and in the face of a 
continuous stream of news from the High 
Street, buyers have proved both resilient and 
canny with a continued flight to the higher 
quality lower yielding assets.

Demand is strongest for the best locations – 
typically in London and the South East, with 
the most competition for mixed use assets 
and as ever those with the longest leases in 
place.

Mixed use properties have provided the 
largest lots in each sale, with Woodley, 
Reading, Lot 76 in February, a parade of five 
shops with offices above in a pedestrianised

position near Waitrose, let at £252,865 pa 
selling at £3.5M / NIY 6.8% for a major fund.

2 Windmill Street, Fitzrovia, London W1 was 
a mixed use commercial and residential lot in 
March, let at £92,609 pa with one vacant floor 
which sold at £3.5M to a South African fund 
buying their first lot at auction.

The casual dining sector has been included 
in the poor trading updates, but nonetheless 
we sold 56 Ship Street, Brighton, (Lot 11 in 
March) a ground floor restaurant let to Patty & 
Bun Ltd until 2037 without break, at £1.8M / 
5.5% NIY.

High Street Banks continue to pull in the 
crowds and over the quarter we have sold 14 
assets from the poorer quartile of the same 
portfolio in locations from the South East to 
Central Scotland, with leases to 2031. These 
have all sold at an average of 5.54% NIY 
reflecting the undoubted demand for Grade A 
tenants on long leases.

One of the most popular lots during the 
quarter was a ground floor and basement 
NCP at Arthur Court, Queensway London W2, 



Market Update Q1 2018

let on a lease expiring 2037 with annual 
RPI reviews. This attracted interest from 
investors, developers and occupiers alike. 
The hammer fell at £2.5M / (3.1% NIY).

Continuing the low yield theme was a 
portfolio of 13 long let freehold ground 
leases in Bolton which were offered 
individually.  The lots were guided at 5% 
NIY and all sold at an average NIY of 3.8%, 
with the spread from 2% to 5% which 
reflects a great depth of demand and 
appetite for wealth preservation type of 
purchases, despite the secondary location.

Our buyers’ survey continues to reflect 
the tremendous spending power in the 
hands of the Private Investor with 85% of 
transactions made from cash resources, 
and so provided the right stock comes 
forward, we anticipate continued robust 
demand in the auction room.
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Residential Investment Market 

the micro market of assets brought to market and 
whether vendor expectations are realistic.  For 
good locations with sensible price aspirations, 
there is clearly a market and our investment team 
are regularly concluding transactions.  Supply of 
unbroken blocks is, as ever, restricted in locations 
close to the capital which is a natural hedge to 
the pace of deal flow, compounded by investors 
noticeably taking a ‘wait and see’ stance on 
the future likely direction of individual residential 
dwelling capital values.

Following the Government’s announcement in 
December 2017 that it plans to ban leasehold 
houses, limit future apartment ground rents to 
a peppercorn and reduce the costs of lease 
extension when parliamentary time for legislation 
allows, the residential ground rent market is 
noticeably quiet whilst further detail is awaited.

With Easter falling early at the end of March this 
year, we noticed a slightly extended market pause 
around the Good Friday/Easter Monday Bank 
Holiday period, however we are confident that 
there will be a positive reaction to interest levels 
in the coming weeks for new stock coming on to 
the market with and the slight extension to the 
usual run up from Easter to the summer holidays. 

Although build to rent (BTR) continues to 
dominate… Our ‘policy’ is that build to rent is lower 
case (apart from when talking about the Build to 
Rent team).  Standing investments offered to the 
market attract good levels of interest from property 
companies, private equity funds, speculative 
investors and high net worth individuals alike.  The 
importance of strong supporting evidence of the 
quality and sustainability of income cannot be 
understated though due to the defensive nature of 
the return profile active investors are looking for.

Regional centres remain high up on investors’ 
target lists with the likes of Birmingham, Bristol, 
Manchester, Liverpool, Leeds and Newcastle 
continuing to prove popular when opportunities 
become available.  Equally, regional locations within 
realistic commuting distance of London perform 
well.  The sweet spot for the market remains 
investment stock sitting in the £2M to £5M range 
due to this price bracket being attractive to the 
widest cross section of buyers.  In these areas 
good opportunities for land suitable for smaller 
PRS developments rather than larger BTR scale 
schemes are also noticeably starting to find greater 
traction. 

Closer to Central London, the market remains
more difficult to read with a greater emphasis on
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Residential Development Market 

The demand for residential development land 
remains strong especially within the regions, 
with the majority of housebuilders having 
increased their housing delivery targets.  A 
number of regional and national housebuilders 
have opened or are looking to open additional 
regional offices as they continue expanding 
across the North and Midlands.

We have seen a more diverse range of land 
buyers in the market. Housing Associations, 
along with small and medium-sized 
housebuilders, are purchasing more land. The 
Government’s Help to Buy scheme continues 
to play a major role in new build sales, aided 
by accessible finance. The confirmation of a 
further injection of capital into the Government 
scheme has certainly instilled some optimism in 
the housebuilder community.  

We believe the land and development market 
will remain in good shape throughout 2018, 
assuming no major political turmoil ensues. The 
appetite from housebuilders, developers and 
funds remains as strong as ever, particularly for 
Greater London and the regions as people see 
greater values in the more affordable locations.

The government released its draft National 
Planning and Policy Framework (NPPF) 
policy reforms in Q1 2018. This provides 
developers with a taste of things to 
come with proposed policies intended 
to improve housing delivery, strengthen 
neighbourhood plans and provide greater 
certainty on developer contributions and 
affordable housing along with a review 
of viability assessments. In light of this, 
developers who are currently preparing 
planning applications for submission over 
coming months will need to consider how 
anticipated policy changes may impact 
upon their applications. In addition to this 
the upcoming local elections in May means 
a number of developers who were unable 
to submit prior will be eagerly holding 
applications ready to submit in Q2 once 
the political horizon is clear.
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The Build to Rent Market

The UK continues to improve and adapt its 
residential offering through the build to rent 
(BTR) sector’s ambitious plans, which are 
now a firm reality. 

A number of deals in Q1 2018 continues to 
highlight the pace of growth of BTR. Recent 
announcements include Places for People 
Capital launching a £550M BTR fund, seeded 
by three schemes with a combined value 
of £150M; Lendlease and Evans getting 
the green light for York’s first 196-unit BTR 
scheme, offering residents a rooftop terrace 
with views of the Minster; and Platform 
entering the Scottish BTR market with a 400+ 
unit regeneration project in Glasgow, to name 
a few.

The PRS REIT has also made excellent 
progress since the launch in May last year, 
with February 2018’s fundraising of £250M; 
this financial resource translates to some 
£900M for the development of over 6,000 
new rental homes.

The British Property Federation (BPF) 
estimates an impressive 117,893 build to rent 
units either completed or planned across the

UK; representing 20,863 completed, 33,075 
under construction, and a further 63,955 with 
planning permission.

It is fair to say that many investors and 
developers who were brave enough to make 
the first steps into the BTR market have quite 
rapidly grown their portfolios. We are also 
witnessing an increasing number of investors 
who are looking beyond ‘best in class’ city 
centre locations to more secondary cities 
and well-connected large towns. There has 
been a dramatic shift in investors’ perception 
that security income can be achieved in 
secondary or even tertiary residential areas; 
this is likely due to the  growing confidence 
in the BTR sector as well as the increasing 
amount of capital still waiting to be deployed 
in it. The challenge in these locations is that 
for schemes to be viable investors need to 
acknowledge that investment pricing may 
not offer much of a discount to current open 
market sales values. However, these planned 
BTR schemes will raise the bar in comparison 
to the existing quality of supply. 

We have seen a substantial move towards 
build to rent housing. New build homes for
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rent is a fairly new, but growing, initiative that 
can offer residents the space, flexibility and 
perks of living in a well-managed new house 
without the need to save for a deposit or 
mortgage. It is anticipated that developers 
will be looking to create larger homes in more 
suburban locations for families. Prime target 
areas are generally in a 3 mile radius of larger 
towns and cities, in regeneration areas where 
rents are at a healthy level and offer growth 
potential but where open market sales values 
are not too high. However, other investment 
models are targeting more suburban new 
build schemes. Either way there must be 
a good provision of amenity, schools and 
transport infrastructure.

Yields remain strong for well-designed BTR 
stock in prime, practical locations; with a 
3.25% to 3.75% NIY still being accepted in 
London and the South East, and closer to 4% 
or 4.5% in major regional centres. 

We are experiencing strong interest in BTR 
schemes that we are marketing as forward 
funding opportunities that have been 

designed for build to rent from the outset and 
expect this to continue through 2018.
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Despite apparent sentiment that the 
residential market - and London in 
particular - is cooling, Allsop delivered a 
very welcome boost to market confidence 
at its first residential auction of 2018, raising 
over £75M. 

Although the 300-lot February catalogue 
offered a good choice of location and 
property types, the sale stood out for its 
proliferation of higher value assets. In all, 18 
lots were sold for figures at or in excess of 
£1M.

The highest hammer prices of the day 
were achieved for two substantial adjacent 
office buildings on the same estate. 
Both had permitted developments rights 
(PDR) for conversion to flats. Located in 
Rickmansworth and offered separately to 
pre-registered bidders, they sold for £4.4M 
(lot 25) and £8M (lot 26) to the same buyer. 
The sale of lot 26 set a new record for the 
highest sum achieved for a single lot at a 
residential auction.

It is clear that sellers are increasingly using 
the auction room to achieve certainty in the 

sale of multi-million pound assets and February’s 
auction has taken this strategy to a new level. The 
18 £1M+ lots contributed more than half of the 
total receipts for the day at almost £42M, with an 
average sale price of £2.3M.

Allsop posted a strong result at its March 
residential sale raising £59.7m and achieving a 
success rate of 73%. This improves upon

“Allsop delivered 
a very welcome 
boost to market 
confidence at its 
first residential 
auction of 2018, 
raising over £75M”

Residential Auctions Market



Market Update Q1 2018

the firm’s March 2017 residential total of 
£52M (72%).

Residential development opportunities and 
office blocks with PDR achieved good prices. 
For example, lot 67, Frank Lord House in 
Luton with PDR for 19 flats raised £1.45m 
and lot 68, 8-10 Howard Street, Bedford, with 
PDR for 16 units, achieved £1.61m.  Despite 
concerns that central London values have 
cooled, Allsop posted notable successes 
for higher value stock. Lot 33, a freehold 
building arranged as eight flats, mainly let, at 
50 Warrington Crescent, Maida Vale, W9 sold 
prior in excess of its guide price of £3.8M+. 
This was the largest lot sold.

Lot 41, a selection of 11 lots offered by 
order of the same executor raised a total of 
£5.48M. All lots were sold. The largest of 
these was a freehold detached house at 162 
Willesden Lane, London NW2 arranged as 
10 flats, eight let and two vacant. It achieved 
£2.1M.  In addition, lot 30, a 1,730 sq ft flat in 
Abbots Court, Kensington, close to Hyde

Park  and the Royal Albert Hall and with 
a regulated tenant in occupation, raised 
£1.89M.

Although there is much talk of increasing 
caution in the residential market, we have 
drawn some very positive conclusions from 
this result, as well as from conversations 
with buyers and sellers in the room. There 
is no doubt that the market is active and 
trading enthusiastically.  Price sensitivity has 
heightened. Those opportunities presented 
at modest guides have gone incredibly well. 
Lots priced optimistically have drawn limited 
attention.

Significant sales in the capital have 
demonstrated that central London stock 
is still trading. Prices in certain postcodes 
appear to have undergone their correction 
and are now a new buying opportunity for 
domestic and overseas investors.
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Services

Affordable Housing

Auctions

Build to Rent 

Business Rates

Development Agency & Advisory

Insolvency

Investment (Sales & Acquisition)

Lease Consultancy

Letting and Management

Office Leasing (Central London)

Private Rented Sector

Valuation 

Contacts

Head office
33 Wigmore Street, London W1U 1BZ
Tel: +44 (0)20 7437 6977
 
City office
2 Copthall Avenue, London EC2R 7DA
Tel: +44 (0)20 7588 4433
 
Leeds office
8th Floor, Platform, New Station Street, Leeds LS1 4JB
Tel: +44 (0)113 236 6677

Brighton office
Princes House, 53-54 Queens Road,  
Brighton BN1 3XB
Tel: +44 (0)1273 322 013

www.allsop.co.uk


