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INDUSTRIAL
OCCUPIERS

DAVID IS
1HE NEW
GOEATH

The tables have turned Smaller occupiers are
helping to shore up the market. But will it be
enough to secure the future, asks David Harris
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Even in a recession, bad news is
rarely bad for everybody. Industrial
occupiers, for example, may be able
1o negotiate better terms on deals,
notably by lengthening lease and
rent-free periods.

As Savills director Panl Harknet
obmerves: “Clearly, the tmbles have
mrned in the past 12 months and
oieupiers are in a stronger position
than they have been for many, many
b | years.”

Against that, say Harkner and
others in the sector, there has been
no significant increase in chaice of

property because almost everybody
l has stopped building,

! Big-shed shortage
| This, says Andrew Jackson, partner at
North Rae Sanders, means that there
| isstill a shortage of big sheds, at least
in some parts of the country,
While occupiers may find
| thernselves in a stronger position,
| some landlords are digging in their
| heels. Az Jackson points out:
| “Landlords are saying ‘ves, we know
the market has changed, but we are
| Dot going to give away a buikling for
nothing', This is one reason why there
has been no real collapse in rents”
Diespite the attemnps at bravado, the
entire market has been bhadly hit by
the fall in capital values of land and
exiating sheds, Jacksom says that the
im
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Kingsway Business Park

Design-and-build schemes may be
thin an the ground in 2009, but nat
non-existent. Dneexamole is the
B16,250 sq ft warehouse and
250,000 =4 It mazzaning which has
just won planning parmission from
Rachdale council for development at
the borm's Kingsway Business Park.

downmrn has not only halied
speculative building bt also design-
and-build projects, because some
developers have paid so much for
land that property built on it now
woukd require a rent too high for
tenants to consider paying in 20069,
Len Rosso, head of industrial at
Calliers CRE, agrees broadly with
this analysis, but adds that rents are

now starting to fall as the new reality

becomes apparent to landlords. He
predicts a 5%-10% drop in rents over
the next 12 months.

He adds: “At some stage, mos)
landlords are going to take the
attitude that taking a loss is better
than lesving land sitting around
doing nothing at all”

And Rosse points out char the fall
in land values means that now is a
good time for anyone who wants to
by land fior their own company’s

Existing tenants at the park includs
Vindon Scientific { pictured, abaova).
And develaper Wilson Bowden
is constructing a warehouse there
for atenant - understood to be
J2 Sports - ina scherme that will
also provide 22,500 sq ft of
office space.

expansion. He says: *In Croydon, just
to take one example, you would have
paid £1m per acre for land a year agn,
It's now half that™

This is one reason why deals are
still being done (see panel, p76) and
why some developers can already see
good opportunities for investment.

Jason Stowe, managing director
of Harrogare-based Wilton
Developments, says there are even
signs that manufacturers will be
signing deals on new sites in 2009,

Stowe says that there has been a
naticenble shift in the nature of
enquiries for industrial sites,
particularly from occupiers with
design-and-build requirements; they
have moved away from warehowses
and towards manufacturing,

O exampde is Wilton's mixed-use,
55-acre Turbine Business Park near
Sunderland, on land formerly owmed

28 February 2041 Estabes Sazeite | 75



INDUSTRIAL
OCCUPIERS

GentVisick (‘

The Industrial Partnership

Some deals are still being done

Of thee fiew industrial deals taking
place in the difficult ecanomic
climate this year, most involve
secondhand stock.

A typical deal is ondine fashion
retailer Boden's leasing af an
BE5,000 50y it waarehau se froem
Autoglass at Meridian Business
Park in Leicester. The building is

next to Boden's existing 100,000

sq ft warehouse and provides

expansion space for the company.
The ceal also allows Autoglass

1o see out the end of its leasa on

the bulding. The windacreen firm

wacated several years ago and had

previously sub-lat it to another tenant
Autoglass also let 73.0005q ft to

Tarax F'BQE-U“ at Interlink Business
Park, Bardon, last November.
Geoff Glbson, head of LSH's
Leicaster office, whach acted far
Autoglass, savs: "Tha industrial
property sector is cartainky not
easy at the moment but. as these
two daals demonstrate, ooc uplers
arae still out there in the market "

by Nissan., Wilton bought it from the
car manufachurer in & joint venturne
with developers Clugston and
Barmston, and the site has outine
planning permission foe 700,000 sq
ft, of which SR0,0 L4 ft can bhe
industrial, warchouse or office space,

Stowve says: “1'd say that 60% of
the enquiries about this land have
been from manufacturers.”

If he seems relatively relaxed abou
the recession, Stowe says this s

because Wilton is privately Ainanced
and is a “Yorkshire business with a
Yorkshire mentality”, He ndds: “We
didn’t pay top dollar for any land we
bought, so we are not as exposed as
some people”

Agents need o he fast on their fes
1o deal with the changing market, but
most take a pragmatic approach.

Market thinning out
Andrew Gent, partner in the
Yorkshire-based industrial specialist
Gent Visick, says: “There are suill
transactions taking place but the
hig-shed market i2 going to be thin
for some time to comee, especially
with retailers cutting stock levels to
improve cash flow”

Gent Visick's [‘l|'|i|.ml:: |-.'||__.r far
dealing with such a change is
straightforward. “Instead of being
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Scotland

The Scottish industrial mar ket is
following the rest of the UK into
decling, according to Colliers CRE
In its spring 2009 West of
Scotfamd inoustral and logietics
review, the agency highlights the
fall irv deads, but notes that demand
i halding wp for smaller urits
= under 10,000 sq f
Although there weare stz naw
bwildings at Eurocentral near

primarily a big shed agent, we have
become a small shed agent.”

[ '|||||1p; mll‘l-:llh-er.\._x:x;xln‘ls 1
b cle g with occupiers looking for
maore short-lease lengths = “three
rather than 15 years™ - an
arrangement which may suit
landlords as well as tenants. This is

because landlords are having to affer
such good deals o tenants in 2000
that a short kease might allow them
to re-negotiate terms from a stronger
pasition in three years” time.

Gent is phlegmatic about the
changes in the market. He says: “The
I.I..I.II1|.., il ¢ ool the bi 4 shed |r|arkc-l
will be partly offset by the smaller
businesses, including the start-ups

he save.

Glasgow in 2009, tatalling
4200005 sg ft, and four built by
5t Modwen totalling 85,000 sq ft
at Pegasus Business Park,
Hillingtan, developmert far 2009
Iswirtually zera,

The report adds: “Static rents,
rising construction costs, softening
inwestmant yiedds and a dearth
of development funding are all
conspiring against developers.”

that come out of redundancy™

In the meantime, it will be the
smiller oecupier that will help to keep
the deals gning. i’:lnm'xamp!u s
Traditional Comtemporary Bathrooms
which last month took possession of a
200,000 5q fr, purpose-built
distriburion cemnre at Bremmon Park,
Dewsbury. The bathroom company
was confident about itz |"t|'|:-ans-"ir|r|._
despite the recession

Thiese smaller deals from occupiers
may be keeping the market going for
now. But even so, agents are still
waorried that even these occupiers
wall |.|n up. As Gent eoncludes: *I'm
not worried about this VEAT, but next
vear may be a different kettle of fish.”




