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Our property market review is intended to provide background to recent developments in property markets as well as to give an indication of

how some key issues could impact in the future.

We are not responsible or authorised to provide advice on investment decisions concerning property, only for the provision of mortgage advice.

We hope you will find this review to be of inferest.

BUSINESS RATES BOOST FOR HOSPITALITY
AND LEISURE

The Autumn Budget provided good news for badly hit
shops, restaurants, bars and gyms, with a temporary
50% cut in business rates in England announced by
the Chancellor.

These sectors, which suffered particularly badly during the pandemic,
will be able to claim a 50% discount on their bills up to a maximum
of £110,000, a tax cut worth almost £1.7bn. They weren’t the only
ones to receive a financial boost though; a planned annual increase
in rates for all firms was scrapped for the second consecutive year.

Mike Hughes, NAEA Propertymark Commercial Board Member,
welcomed the Chancellor’s business rates announcement. He
commented, “Most retail, hospitality, and leisure businesses are still
fighting hard to get back on an even keel following the COVID-19
pandemic and so the certainty of continued business rates relief
for these sectors is a great help. This will aid those business owners
and investors looking to prepare their properties for sale and give
purchasers the confidence to progress with acquisitions.”

ESG AT THE FOREFRONT POST-COP26

A new study by Deepki has shown that more than
half of the UK commercial property sector expects
an increased focus on environment, social and
governance (ESG) issues in the aftermath of COP26,
while two thirds believe the World Green Building
Council’s 2050 net-zero targets

are achievable.

Many industry leaders ocknow|edge that the commercial property
sector will play a vital role in addressing climate change, given that
the built environment is currently responsible for about 40% of global
carbon emissions. At COP26 in Glasgow, a panel event entitled
‘Commercial buildings: A real asset in addressing climate change?’
discussed the obstacles and necessary action for meaningful
progress and cross-sectoral action on environmental standards.
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A primary challenge remains the investment needed to decarbonise
commercial buildings. With almost half of respondents agreeing that
refrofitting or addressing the carbon footprint of older buildings is a
priority, analysts predict significant improvements could be made in
the years ahead.

EPC B RATING STILL ELUSIVE DESPITE DEMAND

According to Savills, more than a billion square feet of
UK office stock has an EPC rating of C or below, which
means 87% of buildings fall short of the proposed
minimum B rating.

This target comes from a consultation held by the Department for
Business, Energy and Industrial Strategy between March and June
2021, which set itself the goal of implementing a framework to
ensure all non-domestic rented buildings achieve an EPC rating of
at least B by 2030. The responses to the consultation are due to be
published later this year.

Despite the abundance of unsustainable space, there is growing
demand for buildings with high EPC standards. Indeed, Savills
reports that demand for office space that can satisfy ESG credentials
is currently outpacing supply.

Ancﬂysts suggest that tenants are attracted to sustainable office
spaces by reputational benefits and lower energy bills, while
growing demand could allow landlords who make their office stock
comply with the new rules to benefit from higher occupancy rates.

Many industry leaders acknowledge that the

commercial property sector will play a vital role
in addressing climate change
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COMMERCIAL PROPERTY CURRENTLY FOR SALE IN THE UK

= Regions with the highest number of REGION NO. PROPERTIES AVG. ASKING PRICE
commercial properties for sale currently
are South West England and LONDON 1,427 £1,594,264
London SOUTH EAST ENGLAND 1,206 £2,063,460
* Northern Ireland currently has the EAST MIDLANDS 760 £953,869
lowest number of commercial properties 801 664106
for sale (23 properties) EAST OF ENGLAND ,
= There are currently 1,427 commercial NORTH EAST ENGLAND 800 £302,180
properties for sale in London, the NORTH WEST ENGLAND 1,359 £396,723
average asking price is £1,594,264. SOUTH WEST ENGLAND 1518 £823,806
WEST MIDLANDS 1,081 £498,428
YORKSHIRE AND THE HUMBER 1,121 £356,416
ISLE OF MAN 52 £477,082
SCOTLAND 1,143 £334,552
WALES 784 £432,460
NORTHERN IRELAND 23 £630,812

Source: Zoopla, data extracted 18 November 2021
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OCCUPIER DEMAND - BROKEN DOWN BY SECTOR

80 | Net balance %

60 —Office /\
~ Industrial
—=—Retail \ I

40

20

0

-20

-40

-60

-80

-100
1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

= A headline net balance of +18% of contributors reported a pick-
up in overall tenant demand over Q3

= A net balance of +56% reported an increase in demand for
industrial space

= Occupier demand for office space showed the first positive
reading since early 2018 at +7%

* The retail sector remains subdued at -18%.

Source: RICS, UK Commercial Property Market Survey, Q3 2021

AVAILABILITY - BROKEN DOWN BY SECTOR
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= The supply of available industrial space remains negative, with
the latest net balance standing at -38% in Q3

= Rising vacancies for office and retail continue to be seen,
returning net balances of +28% and +34% respectively
in Q3.

All details are correct at the time of writing (18 November 2021)

It is important fo take professional advice before making any decision relating to your personal finances. Information within this document
is based on our current understanding and can be subject to change without notice and the accuracy and completeness of the information
cannot be guaranteed. It does not provide individual tailored investment advice and is for guidance only. Some rules may vary in different

parts of the UK.
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