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2016.... The year logistics became front page news.... savills
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Amazon takes quarter
e - of warehouse market

nation of shopkespers”, Nowadaysit is a nation of
oniline shoppers. The British do a greater share of
their retail spending online than almest anyone (sse
chart). And, in spite of the prospect of Brexit, the

industry has been growing fast this year. By 2020 = »
online sales could rise by almost 50% to reach £63bn 3
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To succeed in this new game, retail companies have had to become logistics companies. E .t o et T

— Continuing demand
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Warehouse take-up tops 24.1m sq ft Pews for the st st and s
g investment appetite n th and distribution park
N fs pr o in Bicester has been
expectedta granted planning

A NEW warehouse

E-mail Print

reser v 2017, permission for up to
Total take-up of UK warehouse space (units 100,000 sq ft +) exceeded 24.1m sq 675,000 square foot.
ft last year, 9.5% above the long term average of 22m sq ft, driven by the strong Deigosedh
. siness as usua ? s . el v of 22 v 7o 1% vestament volumes .
performance of high street and online retailers, according to Savills. building an 88,000sqft

unit for an owner-occupier at the end of this

the realities of the big shed market for occupiers post

The unit has already been sold and the firm
says itis negotiating more deals

Symmetry Park, marketed by agents Sauils,
is on the A41 and close to junction nine of the
M40/A34 Interchange.

Savills Oxford business space team
director Charles Rowton-Lee said: “Symmetry
Park will further enhance the reputation of
Oxfordshire as a destination for warehouse "Afrport warchouse | o |
and industrial occupiers.
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Why is our sector now so news worthy” savills

36.2m 20.3m 23 204
s ft s ft

Best year ever Record low level of supply Amazon share of market



UK Warehouse take-up best ever.... savills
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Total supply continues to fall and development is limited

Sq ft (millions)
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But supply varies drastically by region and is generally for

smaller units

South West

East of England

Inner M25

North East

Wales

Yorkshire & The Humber
West Midlands

South East
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2 4
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Q12015 Q22015 Q32015 Q42015 Q12016 Q22016 Q32016 Q42016 Q12017

100-200,000 m=200-300,000

300-400,000 m400-500,000 =500+



A two tier market is developing savills

3PL Online retail Other retail

Let prior New
to PC 9%
1%

New
Let prior %
to PC

New

26% 2nd hand
0

33%

2nd hand
33%

BTS
28%

2nd hand
62%

58%

BTS
40%



There is very little development

«Savills are tracking 4.4m sq ft
across 24 schemes which is
due for delivery in 2017/2018

=
N

*79% of units are between
100,000 and 200,000 sq ft and
the majority of stock is in the
South East and West Midlands.

o
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*However these regions also
have the largest units including 04
M6DC in Cannock (372,000 sq
ft) and Altitude in Milton

0.2

¥
‘ South East
L/

West Midlands

o s th West
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w East Midlands

Keyneso_ (574,000 SCI. ft), Wthh ((332 % Yorkshire & The Humber
IS the single unit delivered in Q3-17 North West

the SE in Q1 2018.

Q1-18
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Supply and Demand by size and location

Green =less than a 1 year supply
Yellow =between 1 & 2 years supply

Redl = 2+ years savills

Source: Savills Research

- East Midlands West Midlands London & SE North West South West

Average Average Average Average Average Average
Deal Supply Pipeline Deal Supply Pipeline Deal Supply Pipeline Deal Supply Pipeline Deal Supply Pipeline Deal Supply Pipeline
Volume Volume Volume Volume Volume Volume
100 -
200,000 s
fit d 14 16 3 14 17 8 13 19 2 10 13 2 16 24 2 3 1 1
200 -
300,000 sq 4 5 0 8 1 1 5 1 1 3 1 0 4 3 0 3 1 1

ft

300 -
;1t00,000 sq 2 3 0 2 0 ) 8 3 1 1 1 0 1 0 0
400 —
500,000 sq 1 1 0 1 0 0 1 0 0 1 0 0 1 1 0 0 0 0

ft

500,000 sq
ft + 3 0 0 1 0 0 2 0 0 2 0 0 1 0 0 2 0 0
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Increasing......

Rents are

Forecast 17-21 p.a
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So are build costs savils

Savillz World Rezearch
UK Commercial

Warehouse space 100,000 sq ft — 500,000 sqg ft Q12016 Q22016 Q32016 Q42016 Q12017
& &
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SPECS New Build & Heavy Refurbishment costs -
Savills ProgrammE and Cost J J

Sentiment Survey October 2016 New Build & Heavy Refurbishment Time

Brexlt Impact varles Q4'16 S.P.E.C.5 Score GRAPH 1
by sector A tabe one demensietes e S.RE.C.3 Q42016 ) .
"lamemm ey | SIS | Occupier Fit-out costs
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«costs fal in the aftermath of Brexit
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! Size Range Height Range Cost Range
“The second edition of 5.P.E.C.S has highlighted how project delivery, in different sectors and geographies,

100,000 — 200,000 sq. ft 12.5m £42 - £48 sq. ft

of ecision o leave th
EU wil be on ther mal estate <:> <:>

investment decisians.
et volatity has
5

costs and timesales are increasing. Looking forward, we expect further volatility to this index once Article 50
is triggered ™ Simon Gollstt, Head of Division

Q42016
SPE.C.SIndicators  Jmiti s i omen 200,000 - 300,000 sq. ft 12.5m - 15m £38 - £42 sq. ft
i — “ “ - o
o RS 300,000 — 400,000 sg. ft 12.5m — 15m £34-£38sq. ft
oo ' : ' 400,000 — 600,000 sq. ft 15m £33 - £36 sq. ft (Can be cross dock)

600,000 - 700,000 sq. ft 15m £31 - £33 sq. ft

Tl colton: The S tskan Suam gucfoct sk o5 prcpic coammenamaet kg e precusamant and Sulaey of Euldeg comperant

‘Tale scurce: Sanlls Buling and Peact Consultaney

savills.co.uk/research 01

800,000 - 1,000,000 sq. ft 15m —18m £28 - £31 sq. ft



We should not be running out of land savills

Have we run out of land? Understanding land use

* Only 2.3% land built upon
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Dominant UK NEA Broad Habitats o :n 2
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On the face of it there Is enough land savills

Source: Savills Research
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However regions are big and quality varies savills

South East logistics land quality

Yorkshire and the Humber
North West

\ ‘
-~ / East/Anglia

South East
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Mega trends
and the
property impact
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REAL ESTATE:
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OF MODERN LIFE

savills.com/research

MEGATRENDS
N logistics

How will structural changes in retail and
technology impact warehouse property
requirements and investor decisions?

The impact of technology combined with
changing consumer habits means that

different retail business models, legacy
supply chains, differing to

in tum will require increased logistics real
estate. We expect to ses more and more
examples of logistics led mixed-use in
wban environments.

technology and penetration of onfine retail
by country means that there is no “one
size fits all” model that can be appled to
warehouse design or location.

The three pillars of modem retail; choice,
availabiity and speed of defivery will mean
that more storage space will be requirad
close to population centres. In the medium
term, this will mean more warshouse
space in the way that we cumently
understand the asset class. However, in
urban environments a balance will have to
be struck by developers, local authonties
and residents. Increased political will to
build more residential units will have to
by the that i
populations need a supply chain, which

Actonomous Bk convoy — Coud His Iechnalogy s EUTopean supply Chain hotspots sttt cast)

however, wil impactina
number of ways. Increased stock visibiity
will mean that orders could be sanviced
from an existing retai footprint, but the
rents associated with retail real estate wil
mean that huge stock levels must still be
sorted in a warehouse.

Countries where e-commarce is sat to rise
dramatically, combined with an urbanised
population, will see the greatest potential
for change. However, countries in Eastem
Europe such as Poland, Hungary and the
Czach Republic, where labour is cheaper
and land is in greater supply could be the
net beneficianes should the supply chain
centre of gravity shift east, driven in the
most part by the increase in autonomous
vehicles and truck platooning.

Savills Research team:
please contact us for
further information
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Design, flexibility & amenity savills

L Design considerations Shedding light

O GRESB on logistics real estate.
U Muli-level
A bocks et~
Q Yards g
QWarehouse Amenity : i
0O Natural light e
Q Showers , ,w 3 %
QGym S T R
O Canteens )‘f 'ﬁ; :
0 Breakoutarea LT o
QWell being '

U WBI - BRE linked certification for industrial
U Commercial considerations

savills




Key considerations

*Floor loading

*Power supply

L ease lengths increasing

*Rents increasing

*Cubic rents?

*Design and build will take longer
*There is a lot of completion for sites

Kevin Mofid

Director: Research
Kmofid@savills.com

0203 618 3612

savills



