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INTRODUCTION

Welcome to Part 4 of COVID-19 UK Real Estate Perspectives. I am delighted to introduce 
a further series of perspectives from some of our senior leaders, offering their insight 
and intelligence into the current situation. This starts with three differing personal 
perspectives on what will be the big story of this week – the announcement of the 
Government’s return to work plan. Our three contributors collectively consider the ‘Why, 
How and Who?’ Along with ‘What needs to Change?’ and also draw out the conflicting 
positions in this discussion.

Firstly, building on her piece in the last edition, 
Nicola Gillen writes Looking Further Along the Road 
to Recovery and considers preparations for returning 
to the office, with anecdotal evidence suggesting 
that between 10%-50% of the workforce will 
return to the office in the short term. On doing so, 
occupiers will give more consideration to who needs 
to be in the office and will increasingly use no touch 
technology where access is enabled by biometrics 
and voice, where cleaning is undertaken by robots 
and where the receptionist is virtual. Corporate travel 
may be less necessary, particularly if budgets are 
reallocated to providing superfast broadband and 
quality screens both in the office and at home.

Secondly, on a more personal note, Ben Cullen 
considers Is the Office Under Threat? and whether 
when the pandemic is over there will be no need 
for offices as everyone works remotely. Proponents 
of this argument talk of a utopia where workers 
are liberated from commuting, with tech enabled 
relationships and flourishing local high streets 
feeding a new cottage industry. Meanwhile, 
businesses reach the promised land of an efficient 
motivated workforce without the expense of 
running an office. But Ben is firmly of the view these 
commentators have got it wrong, as the office 
is a place not just a place of work; it’s a place of 
community, providing friendship, motivation and 
challenge.

Finally offering an alternative perspective Richard 
Pickering, asks Who Wanted Normal Anyway? 
Reviewing how things have changed since the virus, 
Richard points to some positives, and questions why 
in fact we would want to revert to the way things were 
either in the short or long term. He concludes by laying 
out a challenge to occupiers and investors on what 
needs to change and what the future might hold.

Our other perspectives this week start with a 
look at retail. Dr Yvonne Court looks at the Small 
Steps on The Road to Retail Recovery in Asia and 
considers what European retailers can learn from 
the reopening of shops in the region. In China and 
Hong Kong, which were subject to severe lockdowns, 
consumers are slowly emerging but footfall and 
sales are significantly down. Whereas in South 
Korea, where stores were never forced to close, 
they are now busy and reporting footfall at 85% of 
BC figures and a sharp recovery in sales. Overall 
the sentiment is that consumer spending is still 
there and may express itself in the form of ‘revenge’ 
shopping. Restaurants and food & beverage outlets 
are more heavily impacted through social distancing 
requirements between tables. In China, consumers 
have their temperature taken on entry and provide 
personal details for future tracing. WeChat (Chinese 
WhatsApp) can monitor individual movements 
for the previous 14 days and is used to restrict the 
movements of those potentially exposed to the virus. 
A similar model may well be adopted here.

Digby Flower
Chair UK & Ireland
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Jason Winfield looks at Capital Markets – What’s 
Next and reports resilience in Central London offices, 
supported by interest from overseas buyers who 
see good value, and in logistics and industrials as 
a consequence of investor belief in the structural 
shift to online. However, UK transaction volumes 
which were averaging £15bn per quarter fell to 
£12bn in Q1 and are forecast to fall to £4bn in Q2 
2020, even lower than at the worst point in the GFC 
when volumes reached £4.4bn. This fall is partly 
a consequence in the lack of stock as potential 
vendors wait to see how the market evolves and are 
distracted by managing their existing portfolios and 
particularly rent collection. A healthy investment 
market requires vendors to be able to demonstrate 
secure cashflows which only serves to emphasise the 
importance of my opening point.

On a different theme, Nic Wilkinson considers The 
Challenge for London Construction and how the 
development of new protocols has enabled sites 
to reopen with reasonable levels of productivity, 
albeit with compromised supply chains. There will, 
of course, be significant ‘discussions’ between 
developers and contractors over extension of time 
claims and what force majeure means. A dexterous 
approach to travel, avoiding public transport, with 
the necessary authorisations and strict health 
and safety protocols has enabled us to complete 
‘essential’ inspections. Elsewhere, we recently 

achieved practical completion of a 100,000 sq ft 
fit out virtually with the use of Matterport cameras 
capturing 3D panoramic views of the completed 
space and full analysis of commissioning data.

The contact details for all of our contributors 
are included below, as are links to our global 
commentary. Please do get in touch; we stand 
ready to help you navigate through these 
uncertain times.
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RETURNING TO THE OFFICE 
WHY, HOW AND WHO? AND WHAT NEEDS TO CHANGE?

Whilst most of the world remains in lock down, parts of Asia have returned to the office. In China, we are 
seeing the impact of commuting, social distancing and PPE on the working day. Parts of Europe are now 
actively preparing to return. Hopefully this begins to signal two things, a return to a new normal working 
life, one without kids and illness looking over our shoulders, but also the opportunity for a better working 
life than we had before. This starts with understanding how people are working now, who can stay remote, 
who needs to come into the office, why and how often?

Anecdotal evidence over the past two weeks 
suggests that occupiers are looking at anything from 
10-50% of their workforce returning to the office in 
the short term. For those preparing to return, the 
Recovery Readiness Guide Safe Six are: 

1. Prepare the Building
Safety, mechanical, HVAC systems, cleaning and 
compliance. 

2. Prepare the Workforce
Plan for who returns and when, advise on journey to 
work, communicate new protocols, mitigate anxiety, 
offer choices. 

3. Control Access
Entry points, deliveries, PPE, temperature checks, 
lobbies, reception, lifts. 

4. Create a Social Distancing Plan 
Staggered arrival times, explore 6FeetOffice 
protocols, one way circulation routes. 

5. Reduce Touch Points and Increase Cleaning
Low touch access, circulation and technology, 
sanitize surfaces, clean desk policy. 

6. Communicate for Confidence 
Recognise fear in returning, be transparent, listen 
and talk to staff. Set expectations for visitors, staff, 
travel and time in the office. 

Whilst social distancing may be with us for longer 
than anyone imagined, it shouldn’t stop us planning 
for a post vaccine better way of working. 

Who Needs to be in the Office? 
The ability to work remotely will vary by sector, job 
role and activity. Some sectors are more location 
dependent than others. Manufacturing, distribution, 
retail, leisure and hospitality for example, are 
connected to physical locations such as warehouses, 
logistics centres and leisure facilities. Research and 
development organisations are tied to physical space 
too. Whilst remote monitoring of laboratory kit is 
increasingly common, people also need to physically 
handle samples and equipment. Other sectors can 
work well remotely including professional services, 
insurance, financial services and tech firms. Any 
reluctance to continue working remotely for these 
sectors is likely to be driven by management choices. 
Certain activities such as training, social events, staff 
inductions, elements of teamwork and serendipitous 
interaction are more effectively done in person. The 
need to go to the office will not go away, but we 
should more fundamentally question why we are 
going there. 

No Touch Technology
The value of intelligent buildings and Internet of 
Things (IOT) is clear during this period of remote 
access. There is likely to be an increased investment 
in virtual solutions such as; remote operated security, 
drones for building viewings, deployment of cleaning 
robots and virtual receptionists. Biometric security 
and space management systems will allow no touch 
access and circulation through buildings, workspace 
and meeting rooms. Technology will soon enable the 
touchless office where access is powered through 
biometrics and voice. 

Nicola Gillen
Head of Total Workplace EMEA

LOOKING FURTHER ALONG 
THE ROAD TO RECOVERY
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Intelligent Building Information Management (BIM) 
systems with embedded analytics will enable more 
efficient management of energy use and occupancy. 
In the short-term, occupiers can temporarily shut 
down floors that are not being used; and in the 
longer-term right size their real estate requirements 
for a distributed workforce. 

Budget Reallocation 
A positive workplace experience increasingly 
relies on the close collaboration of HR, IT and Real 
Estate. These functions usually have separately 
allocated and managed budgets. A distributed 
work force could fundamentally shift the kind of 
support required. If larger populations are working 
from home more permanently, IT could offer 
home packages e.g. paid for superfast broadband, 
screens, headsets etc. Corporate travel should be 
reviewed with guidance put in place as to when 
travel is required. We may find surplus travel budgets 
emerge as people become accustomed to virtual 
meetings. Budgets should be reviewed with any 
excess channelled into other areas such as support 
for remote working, training, ergonomics and 
technology.

Workforce Wellbeing 
Occupier interest in wellbeing and sustainability 
was steady pre COVID19, the current situation 
especially pre vaccine, is sharply increasing this 
interest. Organisations are setting their targets 
towards carbon neutral operations. We will see 
increased demand for buildings with wellbeing and 
sustainability certifications. 

The Well Living Lab, Delos, Cushman & Wakefield 
and Hines have aligned to advance thinking on 
Return-to-Workplace Guidelines. The Well Living Lab 
is a Delos and Mayo Clinic collaboration focussed 
on pioneering research at the intersection of health, 
building and behavioural sciences. The research 
will look to reduce viral transmission, strengthen 
physical-distancing measures and enhance employee 
performance in the office through prototypes in 
Europe and the US.

Communities of Work 
Work follows people rather than places. We will 
start coming into the office for specific reasons not 
simply by default. People will work across a network 
of places including city centre offices, campuses, 
local hubs close to where people live and individual 
homes. Local community workplace hubs will help 
connect colleagues, collaborators and like-minded 
people. New roles are already emerging including 
a community manager who looks after employee 
engagement inside and outside the office. Local 
co-working hubs could have an important role in 
reimaging our high streets. 

Key contributors; Despina Katsikakis, Nicola Gillen, Antonia Cardone, Rachel 
Casanova, Carol Wong, Steve Zatta, Bryan Berthold, Caroline Gardiner, Emma 
Swinnerton, Stefanie Woodward, Andrew Baker, Joe White. 
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IS THE OFFICE 
UNDER THREAT?

There are undoubtedly some benefits of a lock down. Eating together as a family, Joe Wicks PE, bedtime 
stories every night. Like many, I’m determined to find a better work life balance when this is all over (albeit 
there’ll be no time for Wicks), but the truth is I’m ready to go back to the office now.

Yet, if some commentators are to be believed, the 
office is on the way out. Their hypothesis is that the 
world is amid the biggest home working experiment 
it will ever have... and it appears to be going okay! 
So, when the lock down is over, won’t we all drop the 
need for an office and have everyone work remotely 
instead?

They talk of a future utopia where the life of an 
office worker is liberated by the end of commuting, 
tech-enabled working relationships and flourishing 
local high streets feeding this new, cottage-industry 
economy. Meanwhile businesses will reach the 
promised land of a self-motivated and efficient 
workforce but without the expense of office rents 
and running costs.

It’s an attractive vision. At a time when half of 
humanity is in lock down hiding from an invisible 
enemy and the global economy is on its knees, a low 
cost and safe alternative to the office is bound to be 
appealing. 

But I think these commentators have got it wrong.

The office isn’t just a place of work, it’s a place of 
community. For me and millions like me around 
the world it provides for friendship, motivation and 
challenge and, of course, sometimes, annoyance, 
disappointment and stress. Like children at school, 
adults thrive in a shared physical environment where 
we can be amongst one an another sharing our lives. 

Many office occupiers I’ve been talking to over the 
past few weeks have suggested that they may need 
less office space in future as more of their people 
work remotely. I don’t think this will be the long-
term trend. Once the world overcomes COVID-19 
and settles back into its normal rhythm, I believe 
that people will place even greater importance on 
community and a sense of belonging. 

The tech platforms supporting us all in working 
remotely today are the result of years of teamwork 
delivered by the most innovative companies in the 
world. The irony is that these companies invest in the 
most creative workplaces because they understand 
the importance of the office as a place to bring 
people together. It is this physical interaction that 
has delivered the huge technological steps of the 
information age.

In the short-term, we’ll all have to endure a few more 
weeks of remote working and accept that, even 
when the lock down is lifted, there will be plenty 
of compromises to ensure we can get to and use 
our office space safely. But we’ll fix it. In the long-
term, I’m convinced that the world’s most successful 
businesses will continue to be those that bring 
people together rather than disperse them at home.

Ben Cullen
Head of Occupier Representation, London Markets

RETURNING TO THE OFFICE 
WHY, HOW AND WHO? AND WHAT NEEDS TO CHANGE?
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We might be about to see the most radical shake 
up of real estate in modern history; but it isn’t 
about coronavirus.

Most of you reading this article have been working 
from home for the past month. Most of you are 
doubtless itching to get back to normal? Perhaps 
it’s not that simple. Sure - most of us want to go 
to the pub, visit our friends and family, have a face 
to face chat with our colleagues, and walk down 
the high street unafraid of catching a deadly virus. 
However, most of us, it transpires, do not want to ‘get 
back to normal’. It turns out that there were a lot of 
things about ‘normal’ that we all found increasingly 
unacceptable, and in respect of which we have no 
desire to turn back the clock.

A recent poll by YouGov found that only 9% of Britons 
want life to return to how it was after coronavirus 
passes. This is understandable. As a society we are 
working longer hours than in recent history. This is 
particularly the case in professional services and in 
London where hours have increased significantly 
since the financial crisis and where the amount of 
people working ‘excessive hours’ has increased by 15% 
over 5 years. 

We also spend more time commuting than ever 
before and at the highest ever real terms cost. 
Accordingly, we have less time to spend with our 
families. And we when do, we are spending more 
time ‘alone-together’, where there is no interaction 
(43% increase in 15 years), mainly driven by increased 
screen time. As a society, religion has all but collapsed 
(1% of young people now identify as Church of 
England), and we have lost a significant sense of 
neighbourhood and community, driven by transience 
and the creation of dense, impersonal environments. 
Excessive consumerism has continued to rise, and in 
the age of social media, conspicuous consumption 
plays a part of daily life. Salary-to-house-price 
multiples are the highest ever (UK ~x8; much higher 
in our big cities), with 40-year-old first-time buyers 
no longer being unusual, and some left as permanent 

renters. If that wasn’t enough, we are being told that 
we have 10 years to save the planet for permanent 
environmental destruction. So, no; normal was 
starting to look a bit rubbish. 

Compare these ills with our present conditions… In 
spite of lockdown, 39% of people are in fact catching 
up with friends and family more often. 40% say they 
have witnessed a stronger sense of local community. 
23% say that their relationship with their children has 
improved. 61% of people say that they are spending 
less money needlessly. About half of us have adapted 
during this period in a way that we find acceptable. 
And pollution and carbon emissions have dropped 
considerably, conferring health benefits and helping 
to save the planet. As long as we can continue to 
pay the bills, this doesn’t seem to be such an awful 
outcome?

To pay the bills requires working, and for this reason 
the focus of government rhetoric in the UK in the 
past week has been on how we get back to work. 
At Cushman & Wakefield, we have worked out a 
comprehensive plan that allows office workers to 
achieve this, which you can review here. But let’s 
not be under any illusions – given social distancing 
requirements this will be far from normal. Initial 
reoccupation densities are ~25% of typically pre-
existing densities; meaning that in the short term 75% 
of workers are likely to remain at home or need new 
space. For those moving back to the office, proximity 
will be limited, communal areas will be restricted, 
pedestrian flows will be regulated and a host of 
other controls are likely to be introduced like screens, 
masks, cleaning etc. All of this assumes that one can 
get to office safely, which carries different challenges.

Right now, organisations are reviewing what will 
be a very changed office environment and making 
their own conclusions. For some businesses, or some 
segments of their workforce, being in the office 
is essential, and they will implement and adapt 
accordingly. However, others may conclude that in the 
short term the office offers little benefit over home 

Richard Pickering
Chief Strategy Officer, UK

WHO WANTED NORMAL ANYWAY?

RETURNING TO THE OFFICE 
WHY, HOW AND WHO? AND WHAT NEEDS TO CHANGE?



CUSHMAN & WAKEFIELD |  11

working and for them the status quo will likely remain 
for some time. We see this in a series of corporate 
announcements this week stating that back-to-work 
will be limited whilst these conditions persist. But how 
long might that be? 

It is easy to project the here and now forward 
forever; but perspective is helpful. Most seasonal flus 
started in a more virulent form before their effects 
were in relatively swift order lessened by mutation, 
vaccination, herd immunity, treatment and effective 
suppression. The Spanish flu lasted 2 years, and whilst 
some descendent strains still circulate to this day, its 
impact on society dissipated relatively quickly and 
is now essentially forgotten. Whilst we don’t know 
whether the same will be true for COVID-19, that is 
nevertheless the lesson from history. 

However, much more significant than the choice 
of whether to go back to the office this year, some 
organisations are saying that they might never 
go back in the same way. Is this the e-commerce 
moment for offices? Coronavirus is not a driver for 
long term change. It is merely a light that is shining on 
the inadequacy of much of our real estate; now in the 
context of an evidenced viable alternative. 

The scorecard for real estate reads ‘must try harder’, 
but this is not just an investor issue. Most occupiers 
have been talking a good game about using real 
estate to attract talent, but this often amounts to 
lip service. Too often, once the talent plan lands on 
the CFO’s desk, it becomes sacrificed for a more 
certain cost saving. If occupiers aren’t prepared to put 
their money where their mouth is, investors can’t be 
criticised for failing to react.

The interesting thing about this crisis is that 
homeworking potentially provides a vehicle to resolve 
all of this; for the employee, for the corporate and in 
the longer term for the real estate investor. Removing 
a significant element of the workforce from the office 
at any time will elicit a saving for occupiers that can 
be partially reinvested in better offices for everyone 

else, driving better staff productivity and happiness 
whilst still being net down on cost. In the short term, 
a reduction in spatial demand would soften rents. 
However, over time, as occupiers invest more per 
unit area in their offices, opportunities still remain for 
investment growth, particularly on a segmented or 
asset level. Such a shift would sift the wheat from the 
considerable chaff of weaker office products which 
do not play to evolving occupier needs. 

All of this poses a significant dilemma for developers. 
What should you build right now? For many, the 
answer is probably nothing, but doing nothing comes 
with its own issues. Some will now be looking at 
designing for the immediate issue of coronavirus. 
That would mean low densities, outside city centres, 
cubicle offices and functional amenities. However, this 
feels like the antithesis of what occupiers have been 
asking for consistently for the past 10 years.

Each developer will need to make its own call 
based on unenviably unclear evidence. However, for 
those that believe that COVID-19 has a horizon of 
2 years or less, building anything other than what 
occupiers want in the long term feels like a recipe 
for disaster. Divining what the long term looks like 
also now carries greater risk, but increasingly the 
smart bet envisages the role of the office as part of 
a new ‘omnichannel’ work environment, where the 
office is one of many work locations, with a distinctly 
differentiated role in that wider value chain. It’s no 
longer good enough to build an office for tasks 
that could be done remotely. There has been a step 
change this year in that regard. 

Ultimately, how the industry comes through the present 
period should not be judged on how many people 
return to the office in the coming months, but how both 
occupier and investor hasten their response to a new 
normal that has been on the cards for some time.
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RETAIL

With a few European countries now taking the first tentative steps towards the lifting of some COVID-19 
restrictions, what can be learnt from experiences in Asia? The latter continent is generally thought to be 
in advance of Europe in terms of emergence from the pandemic crisis. However, it should be borne in 
mind, that as in Europe, so in Asia, the context and outcome vary by country, largely dependent on the 
government’s approach to the dealing with the spread of the virus. Some countries have had very strict 
quarantines/lockdowns (China, Hong Kong, Singapore) and others have continued to operate pretty much 
business as usual (notably Taiwan and South Korea). Other countries lie somewhere in between these 
‘extremes’, and indeed a number (e.g. Japan, Indonesia and India) are behind Europe.

There are a few common themes that have emerged 
from China and Hong Kong, though even in these 
markets, it is still early days. In China and Hong Kong 
consumers are emerging slowly and returning to 
work and to the shops, but footfall and retail sales 
are still down on the same time in 2019. In South 
Korea shopping centres (stores were never forced 
to close) are now very busy and reporting footfall 
at 85% of pre-COVID-19 and sales have recovered 
sharply over the first half of April. It is too soon to 
have any definitive sales or footfall statistics.

Many global brands closed their stores in China and 
Hong Kong during the lock-down period and staff 
were laid off. Some of these closures may now be 
permanent, as part of a strategic realignment, as 
sales have been significantly impacted (something 
that is undoubtedly likely to happen in Europe 
too). While some mass market fashion brands have 
suffered recently during the COVID-19 crisis, there 
were already other underlying factors which have 
arguably speeded up the process, notably the rise 
of domestic competition, particularly in China. The 
sentiment is however that consumer spending is still 
there, and it will come back (known sometimes as 
‘revenge’ shopping following being the lockdown). 

Restaurants and other food & beverage outlets 
have been heavily impacted first through enforced 
closures, and now through social distancing 
requirements of 1.5-2m distance between tables. 
Additionally, in China consumers have to have 
their temperature taken upon entry and provide 
their personal details for future tracing (if required 
later). WeChat (Chinese WhatsApp and used for 
everything) can monitor individual movements for 
the previous 14 days, which in turn can also restrict 
entry into shopping malls and offices, if people have 
been in a still restricted area. All these measures 
combined have resulted in a reduction in the number 
of possible covers and turnover. Generally other 
forms of leisure such as cinemas and gyms are still 
closed and are likely to remain so for some time. 

Online retailing has been important and particularly 
for online platforms such as Alibaba in China, 
rather than brands’ own websites. Some brands 
represented in Hong Kong have been reporting 
record online sales volumes (for example Estee 
Lauder’s sales reportedly increased three-fold). 
Supply chains have been impacted, with one of the 
main concerns being getting the stock to service the 
purchases made online.

Dr Yvonne Court
Head of International Retail & Leisure Consultancy, 
Cross Border Retail & Leisure Services

SMALL STEPS ON THE ROAD TO RETAIL 
RECOVERY IN ASIA (AND EUROPE)
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The response from landlords of shopping centres 
has varied over time. Back in February for instance 
landlords in China were prepared to offer some 
rent concessions for a few weeks, there are few free 
periods now. In Hong Kong, major landlords are 
offering rent concessions on a case by case basis 
and these are largely determined by a tenant’s 
performance in the past and currently. Some 
examples include offering a 20% concession on 
a monthly basis; leases due to expire are being 
extended by 12 months at a more attractive rental 
level, or tenants may be asked to pay half of the rent 
owed now with the balance to be paid after 6 months 
in instalments. From the end of April there are unlikely 
to be any short term rent concessions in South Korea. 
Going forward, across all markets there are likely to 
be corrections to retail and F&B rental levels.

Much remains uncertain and it is still early days, 
though we do know that how people will think, feel, 
shop, play and even work, has likely fundamentally 
changed and there is unlikely to be a return to 
‘normal’ (pre-Covid). In the future, underpinning 
these changes in attitudes and behaviours will be a 
sense of confidence that they are as protected as 
possible when shopping, eating and drinking out and 
socialising. 

Some key learnings from China, Hong Kong and 
South Korea have shown that a healthy workforce 
is crucial, so getting employees back to work in 
shopping centres and shops is important. Hygiene 
will be key in all its forms, whether it’s through 
thermal scanners/thermometers, more hand 
sanitisers, the provision of masks, clear social 

distancing guidelines, increased ventilation, regular 
and visible cleaning of common areas, limiting 
the number of people allowed in stores, one-way 
systems, or through customer tracking (though this 
may raise privacy issues in Europe) etc. 

While we may learn from some Asian countries’ 
experiences to date, with more European markets 
beginning to reopen, monitoring their progress 
will arguably be more relevant given the greater 
similarities in social demographics and shopping 
habits. The key will be one of phased openings 
over the next few weeks with restrictions on store 
sizes that can open, customer numbers in stores, 
sanitation of both stores and products. With 
reduced tourism in some markets in the short term 
and uncertainty in the medium term, lower footfall 
levels and customer spending will exert pressure on 
retailers’ margins. The most important factor will 
be to increase consumers’ perceptions of health, 
cleanliness and increased confidence that it will 
be safe to shop, spend and in turn create value for 
tenants, owners and investors alike.
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CAPITAL MARKETS

Jason Winfield
Head of Investment Agency UK & Ireland

The most common question asked by investors over the last five weeks has been: how far have prices 
fallen since the start of the COVID-19 lockdown? The honest answer is that the UK investment market 
is suffering from inertia and the dramatic fall in transaction volumes means we have had little pricing 
discovery on deals launched post-COVID-19. So, how do we interpret a fall in volumes?

A sustained fall in transaction volumes is often a pre-
curser to a market correction. Over the 12 quarters, 
since Q1 2017, we have enjoyed a healthy investment 
market with transactional volumes averaging around 
£15bn per quarter. Q1 2020 volumes were £12bn with 
Q2 2020 forecasts expected to fall by 70% to around 
£4bn, making it even lower than the worst point of 
the Global Financial Crisis (GFC) when Q3 2009 
delivered £4.4bn!

Back in the GFC it took six consecutive quarters 
of reducing volumes to arrive at where we have in 
just the last five weeks. And back in 2009 we had 

three quarters of low volumes before the market 
rebounded in the fourth quarter with real pricing 
discovery that allowed a choked market to function. 
On this basis, we could be expecting far lower 
volumes for the rest of this year.

We can interpret the fall in volumes in different 
ways. Some vendors believe the current situation 
is determined by government policy, rather than 
economic forces, and once we return to work, the 
markets will pick up where they left off and pricing 
will remain constant. Others believe the COVID-19 
virus is here to stay until scientists develop a vaccine. 

CAPITAL MARKETS 
- WHAT’S NEXT
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We will have to adapt the way we work and live and 
therefore prices will fall. In this scenario, buyers will 
have to revise their underwriting assumptions for 
future rental growth, tenant default risk and debt 
availability.

So, what are we seeing and hearing at the coal face 
within Cushman & Wakefield in terms of real-time 
transactional evidence and daily conversations 
with investors? Well, this differs significantly 
across sectors and geographies. There are many 
sophisticated investors, both domestic and 
international, still willing to transact in the current 
environment. Their return requirements and risk 
appetite differ enormously. This amended demand 
profile shows us some sectors will prove extremely 
resilient while others will suffer long-term pricing 
corrections.

Our own experiences show us that Central London 
is remarkably robust. Whilst several transactions 
are on hold for logistical reasons, transactions are 
continuing with especially strong interest from 
overseas investors who see good relative value. 
Other sectors that appear resilient include logistics 
and industrials where investors’ belief that the 
structural change to online shopping will accelerate, 
creating more demand for warehouse and last 
mile logistics. Office demand will likely be affected 
by the desire of people to stay six feet apart, and 
businesses more exposed to ‘social-spend’ (leisure, 
pubs, clubs, restaurants, retail etc) will have to 
learn to deal with the behavioural change that will 

inevitably come from social distancing. There has 
been an almost total collapse in transactions in these 
‘social-spend’ markets.

Looking forward, investors will scrutinise the tenant’s 
ability to pay rent and they will need to underwrite 
in greater detail to better understand an occupier’s 
business model. Investment committee members 
with a fiduciary duty might be reluctant to sanction 
deals until there is greater clarity around revised 
market pricing. That said, some distressed selling is 
likely to start soon.

In summary, COVID-19 and the related behavioural 
changes will lead to a substantial fall in investment 
volumes and we expect the impact to be asymmetric, 
hitting certain sectors drastically whilst leaving other 
sectors unaffected or even positively affected.

The big question for many investors will then be: 
where will they find the best relative value?
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CONSTRUCTION

Nic Wilkinson
Head of London Project & Development Services

THE CHALLENGE 
FOR LONDON CONSTRUCTION

In the early days of the pandemic lockdown, a dichotomy existed between the advice being given by the 
Department for Business, Energy and Industrial strategy (BEIS) and the London Mayor Sadiq Khan. On 31 
March, BEIS boldly stated ‘the government has advised wherever possible, people should work at home. 
However, we know that for many people working in construction their job requires them to travel to their 
place of work and they can continue to do so. This is consistent with the Chief Medical Officer’s advice’. 
This was in contravention to London’s Mayor Sadiq Khan who was strongly advocating that all non-
essential (ie healthcare) construction sites should close. On the 24 March, he confidently stated that he 
told Prime Minister Boris Johnson ‘forcibly’ that construction workers should not be going into work.

The reality was that most general contractors, 
operatives and supply chains made their own 
decisions. Many sites closed but many stayed open 
resulting in some shocking images on television 
supporting the view that social distancing was 
impossible. Conversely, the opening of the London 
Nightingale Hospital on 3 April after only nine days 
showcased what our industry is capable of.

Fast forward a few weeks; many sites are re-
opening, as is the supply chain following the easing 
of restrictions in many European countries allowing 
manufacturing to recommence. Further support 
to the industry culminated in the Construction 
Leadership Council (CLC) issuing advice on 14 
April 2020, which gave the construction sector 
clear site operating procedures on how to protect 
the workforce during the coronavirus pandemic. 
We have entered that fashionable world of the 

‘new normal’. Sites are open, are being productive 
and good levels of safety protocols are being 
implemented by general contractors. But, without 
doubt, labour levels are reduced, construction is 
slower, and the supply chain remains compromised. 
Added to this is the ‘furlough option’, which is being 
taken up and further reducing the availability of staff 
both on site and in the supply chain.

At Cushman & Wakefield, we have kept close track of 
the number of notifications we have received relating 
to ‘extension of time’ (EOT) claims. To date the actual 
number of formal claims is limited however, we have 
received numerous indications of the intention to seek 
an extension. Each project will need to be assessed 
on its own individual merits and will very much be 
determined by the wording contained within the 
construction contract. The lawyers are going to be 
kept busy! The advice from the government to keep 



CUSHMAN & WAKEFIELD |  17

construction going will be helpful, but ultimately 
difficulties with resourcing levels and material supply 
delays are likely to favour contractors. The key 
question will be who will bear the burden of increased 
costs of delays, contractors or clients? We are seeing 
all parties working together collaboratively to seek 
the best outcome possible for their clients. However, 
collaboration will only go so far!

For our own part, we have maintained business 
as usual, as far as reasonably practical. We have 
introduced strict Health & Safety protocols 
associated with ‘essential’ inspections, allowing us to 
complete site, technical due diligence, dilapidation’s 
and Health & Safety inspections when requested 
by our clients. Armed with authorization letters 
from our clients, Cushman & Wakefield and the 
government, and by car, bike and any other modes 
to avoid public transportation, our team have been 
venturing out when absolutely required.

Elsewhere, we have recently achieved practical 
completion of a major 100,000 ft2 fit out, virtually, 
with the use of ‘Matterport’ cameras capturing 3D 
panoramic views of the completed space and the full 
analysis of commissioning data.

As with the rest of the industry we have 
experienced a very healthy first quarter when the 
constructional market was at full capacity. Q2 is 
looking favourable but the impact of the virus will 
show itself in the second half of the year when the 
softening transactional market will flow through into 
construction. This will result in the tightening  
of tender returns, as contractors compete for 
available work. Most contractors are also looking  
to price in risk and include COVID-19 clauses in their 
returns / contracts.

In overall terms, technical people are open minded, 
problem solvers and ready to accept a challenge. 
My own experience is that as an industry we have 
collectively adapted well to the restrictions imposed 
by COVID-19. We are open for business!
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