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Brewing up a real blow

Industrial and distribution property, once one of the Yorkshire property Industry’s biggest success stories;

has been hit badly in recent months — by the economic storm and government policy. Andy Coyne reports
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BiG SHED Magno 34 business park, Sheflekd

I you had deliberutely set out to create

“perfect worm” conditons to declmate

ihe tndustrial property market, v
may well have come up with what has
happened in the past few months,

The econemic slowdown, o .\urprua sl
speculative product and the cancellation
of rates reliel on empty boildings las
forged an environment in which
devilapment in the distribution aond
logistics property sector = hig sheds” to
yau wnd i - has come (0 8 standstill

The FEEInn hay been altractive Lo |11‘3
shed developers. Its petwork of motorways
and A roads, access to a big labour
force and case of reaching vast numbers
of the population have made I an
obvious base tor building large
warchowsy and distribution focilities

What has led this market it demoand

Future development pluns have been
scrapped, if they are speculative, while
stumie planmed folnt ventures have been
shelved, Marks & Spencer announceid it
Is to delay building its £67m distribution
centre it Bradiond afrer s sharp fall in
profit=. The centre - which was supposed
Lo opuen o 2000 - was 1o be o joim
vepture between M&S and international
big shed dev elaper Prologs

And wiorse pews could follow, As
Presidder went th press, speculation was
rile about the futore of the T30, 0040 =g b
waretsise 4o Thore, niae Doncesier
lallawing the eallapie of furniture
retatler MFL which used the warehouse
i s distribution centre. The warehos:
run by DHL, will elose on 23 Febiuary
if @ buver isn't Found.

11 oy munch speculative development

“The speculative development pipeline has been turned off.
Capitol Park in Doncaster is pretty much the last of it." mosew cewt

frosm large retatlers and the thind-party
logistics businesses that service them, A
seemingly unstoppable upward curve 1o
demand led 1o many developers bullding
large sheds on & speculative basis. The
stddlen slumyp in demand Crom retidliers
hﬂl‘l:'r’!'l.l !]_'| ocCessynn I'|_|‘ II‘.'I.E many
developers with lirge amounts o stock
on their hands. Indistry xperts suggest
there s more than 4 million sqg i of
cmpty big whed space in Yorkshire
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and the state ol the economy weren't
enough, & change o the emply rites
legislation has lefi d1.'1.|:|.u|r|.'|'\ |'|:|.'h|sg
In & elusslc example ol the law of
unintended consequences, & LOVOTTIMENT
plu.n b pet the property merkel moying
by prompiing developers not-to s an
empty propery has misfired spectacularly
In sk & difhouli eperating enviranmen
Uul—-'lu]'!rl'-n whi hpcr.'n_'l.'d h]g sheds

during the good times are paving heavy

rated on large smpty sites they have
little hope ol renting ol

Against such 'a backdrop Yorkshire
devielopers and properiy @genls are,
mcestly, heing brutally homest about the
dire state of the market

Andrew Gent, founder of Lecds-hased
spocinlist industrial property agency
Gent Visick, says: “The speculutive
development pipeline has beéon lurned
off: The last scheme of any size v ot
Caplial Park st Doncaster where o
137,200 ag It building and an 530001 5q
It basilding wre expected w0 completz in

Jamtary 2009, That's pretty much the

last of the speculative devilopment. The
demand side hoy falien significantly.”

Gent Visick is advistng on mumerons
Industrial schomes in thie Feglon. These
inelude Capital Park Gools, where jenants
Inelude Tesco - (1 has o T00,000 sq §i
distribution centre there. There is saill
200 aeres of development land avallable
wt the S1erllng Capite scheme,

Developers, though, are Hkely to
remain reluctant to put o spade into the
groand for soise Uine. Bldon Steviens
proporty manager ot Shelfield-hanod
IJI.'\'L'lﬂpl'f Losley Land and F"I“FI-'I-'T\ -
the developer of the Magna 34 bualness
park on an old steelworks site near
famction 34 ol the M1 bn Rotherfuam —
sovs: “We wouoldn't build a big shed
speculatively st the momeni.”

Lemcbey has already boill o 150,008 = f
wid ‘;III:I.“I.'r |r|.§u'.|r|:l|

distribution cent
s at il wite, and Siovens sees mane



prospects ol the smaller unit end

*There is atlll sctivity from companies
with new manpgement structurss and o
lost ol eqquadey iy thedt properiy,” he says,
"On the big shed side the only people who
aeert Lo b b the mackel in distribation
are peaple doing well on internei
trading: Over the past 12 months fetudl
has-gone backwards while the internet
b gone forwards. There is also a locns
on incentives to supermarken chalns
dolng well, such as Aldi and Lid]."

Thaose incentives don't seem o be
bringing down headling renta, which
stithbornly remadn wt between £4.50
amef E4. 75 m e [t in Yorkshire — inn
everything else seems up lor grabs

“People are being given & couple of
yeurs rent-lree,” suvs Slevens. He
siggests Loxdey Land s in a decest
situation with little debt and a cash-rich
parent in the shape of EDS,; 71 widll have
asubstantinl hunting bund, These times
wre good for buying,” he says,

Man Cromplon, joiny mamaging
directar of Muse Developoenis, aays lils
company should alse benellt from belng
clreumapect during the boom fimes

"W nre not exposed to-spaculative
developmisnl,” e savs. “People were
enticed into |.|'||:-|;||:I.:li:|1= when there wis
a lot of availahle dovelopment finonee,”

Bul Crompton = whesse firm is
wvolved with the large-scale Logie
Loeds schomé - remalng conlldent
about the big shed market's prospects
Theewr exposed to-spocilative develipmenis
will carry emply buildings through
2009, 11 has koocked marker confidence
Brat it sl boonce back, And when it
does there will be pent up demamd, so i
whould coma back faicly quickly,” he
savs, “The carly part of 2009 will be
difficuln bur we will stare 1o see green
shoots ml the end of the year

"For' a spell people will be moee
circunnspect, bul fnrtune Tovours the
brove. People will think a o harder as
the development market ot everheated,
Bud as the market heats up again thers
will be muore speculation.”

Like mast b the cummereial praperty
Industry, Crompion belicves the
government s empiy rotes egialation
|nbulstive wis (I thoaght auat, “T has had a
big elfect There is no joimed-up thinking,”
hie gavs. "People want regeneration but
twxtng compty buildings means there is
less incentive to build speculatively,”

Dave Robinson, associate director of
property agernt Jones Lang Lo Salle's
industrinl und legiztics team Lo Leed,

says it 18 hard 1o guantily the ellec
ecinpty rotes legislation has had becousz
ol it eainciding with the downturn in
the imvestment markel.

“But it has strted v impace,” he
suys. “Some landlgrds are rendering
vacant space that's unusablé and
deemedishing their bildings 1o avold poying
rates. The rates are also contributing (o
the reduction ol speculative development
ns developers allow [or the cost of vold
perind rate labilives.”

Bod Gillian Oliver, rating divector it
property agend DT in Leeds, has seen a
change in the sttliude of some local
authorities 1o collecting these ratis:

“When the empty rates beptalstion

GentVisick (3
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first came into effect in April 2008 we
saw vigilant billing amthorities swilily
serying completion notices On any oew
imdustrial wnd commercinl developosents
within their predas,” uwhe saym

"Several months later, with limited
prospects of letting some corpleted
schemes, certatn developeriowners are
even threalening demolition of new
unletable buildings ps o resul of hoge
cimply rates Habilities. As a resuli, in
some areas local authoritios may now
b adopring & different atitode and
perhaps turning o blind eve o oew
schemes, ruther U ciskbng loddsg the
pedential long-lerm employment
apportunities when things phek up.”

BRAVING IT

MISSENG LINK Fast Lisstla Lok Faatl fusn

Although tham is & supius of stock in the
brg -sheds marked, thare isA'l o surplus o
few development fand availabla, and Snd
prices-are still relatively high.

Buft thers 4 & nurmber ol lge schemas
ulnrling o unfold, Some of the maore
nteresting ones are Hpked to regansetion,
and o ol them & Logic Leeds.

This = planred as part of the Egeneation
of the Alre Valley, which i 5 hoped will
avenbually lebd o tha creation of 27,000
Jobs on 400 ha ol developmen! land,
affeeing 8 millian 8a m of new employment
floomspaces

Anew E32m link mad - the Eanl Lesds
Link Rood - = glso part of the ambstous
scheme to the south asst of Laeds clty
cenire, The read will connect Leeds city

centie fo the motorway nstwark via
jurction 45 of me M1

Musr Developments has planning
permigsion for mare than 140,000 sg m
[approcemataly 1 4m sg N o wardousing
and industrial space on the S-acre Logh:
Lemds zis,

Elsawhene, Gladman Developments has
won planming permissian and staried
ground preparation ‘works fof & £20m.
317,859 s fit industial and distribution
scheme at Wentwarth Distribution Park in
Tenkersley, South Yorcshim, less than one
mila from Junction 36 aof the M1
matosEy.

Arnf gn mdustrial estate mear York has
been bought by & consortium futded by
Mitre Capital and five private Yorkshiee-
based inyeshos,

The Allgrthotpe (ndustrial Estate =t
Pocklington wasz perchased for £3.9m
froen RSH Friperties, Thee 12-acm aite is
located just off the main ALO79 Hull
Foad.

The new owners hope to be able to
refoaza new land for desslopment in early
2008,

SOLD Allantps Business, Park
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DHver savs that walering T

whiom with o ope-veur [LLUESLIFEERLLIR]

from rates for empty business pre

with a rateahle value bolow 15000

"hax done nothing to ease the burden
Wir mOslt ST .||.|I'.'| £ e '.'-'Lllill'l'\- that are
ssffering worst”

Crent ot Gent Visick agrees. "A

E15,008 mowe will help peophle with
starter-sized units but itwon't help
people with significamt voids,” he savs.
Rob Whaotmutf, keed of indusirial
ageney st Lambert Smith Hamplon i

Lecds. doesn 't see developers demolishing

recently butlt blg sheds, howeve
Although emply rates for a shed o

100, D04k 54 ft 1w diomsssive bill, we have

not secn any knocking down on e

distribution

de of l:l".‘IH'\.-. There kg tho

much valoe in the buildings.” he says

Insucha

Ivironmeni

easicenl

it is inevitoble thar propery

\'\.||| |_|I-_I ol 10 4any f .-\.-\.|||'| 54

gond news, Lreni ks aboyt det

from dizcoont retailers, “There has been
an adjmstment towirds cosmpailes that

mike me

oy in poor markeis, For syery

delka
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Tt Whatom
Hampion seys e hasn | seen wry

f this, “We

guldplen ks

al Lambery Smith
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huve mof seen 1

| They alsy

ma i there

uze thivd-party loglstics
|= 4 ot af excads apace, he says

Rab {Hive
tenm a1 GYA Grimley in Leeds, adds

head of the industrind
We are not secing i n (orms of

warchouse regpnrements, Historically
I.._l.'_'?'._ supe ot kets hnve '|.|||;|.I land
and done their own thing,” he says:

He thinks Yerkshire is sutfering mare

than other areas because 18 bocans

soch um attrective location during the

GENT Thers"s dJomears nom tissoant rets

limes. He savs: "We had are

g
hie indusirial markel
o P
wting nupply and empty

hoom in Yorkshire for creating 100,000 end ol
ol stock
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It will bar 18 mvonths before we

=z any speculatve development, ™ hi
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ialler side, there are
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bulld, whie 1 meant that what 1 (n .
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the market has m i soaked up .

1 i% the other way

He prediets o difficalt 2009 bt alsa

identifies o lack of stock st = of now space.” B
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