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INTRODUCTION

This is Part 9 of COVID-19 UK Real Estate Perspectives. During the short 
time since our last edition there has been a series of measures 
launched to ease lockdown. The long-awaited reopening of hospitality 
venues and the welcome chance to dine out and partake a refreshing 
libation in our summer sun are to be welcomed. The Government is 
shifting the emphasis toward encouraging people to adopt a longer-term 
approach to the new normal. Returning to the workplace is the issue 
that the Government urgently needs to address, with a recognition that 
the economy relies upon not only the work undertaken in offices, to date 
sparsely occupied, but also in the many ancillary businesses that rely 
so heavily on office based workers – bars, restaurants, dry cleaners, 
coffee shops to name but a few.

Richard Ching, Partner Valuation and 
Advisory, takes a comprehensive look at the 
conundrum that is the relationship between 
retailers and landlords. Refreshingly, he takes a 
view that isn’t berating one party over the other 
but promotes a constructive route towards a 
solution

Is work coming home? asks Charles 
Whitworth, International Partner, Residential 
and Lee Layton, Associate Director 
Alternatives Research and Insight. 
They look at the impacts of the recent growth in 
remote working on the residential market. What 
will need to change, if anything, to meet the 
expectations of a workforce that may have a 
different set of considerations to debate when next 
deciding where to live and the kind of property 
now required.

Andrew Phipps, Head of Business 
Development EMEA & Global 
Futurist, addresses Location, environment, 
culture – it’s not as straightforward as you 
might think. His argument is that the three words 
have taken on a very different meaning over the 

past few months. The relationship between the trio 
has perhaps been misunderstood, or at the very 
least is no longer relevant in a post COVID-19 
world.

Public transport has for the past two centuries had 
a huge influence on how our cities evolved. It’s not 
only the mid-West of the USA that has the 
railways to thank for bringing prosperity and 
people to its pioneer inspiring prairies. It has also 
lured many individuals across the UK to the 
metropolitan hubs that drive our economic fortune. 
Without the power of public transport, it is doubtful 
London, Birmingham, Edinburgh to name but a 
few would exist in anything like the manner they 
do today. The question as to whether the tide is 
turning away from commute being a key factor in 
determining where people live and work is keenly 
addressed in Turning off the commute and 
redistributing value by Richard Pickering, 
Chief Strategy Officer UK.

Please do get in touch; we stand ready to help 
you navigate through these uncertain times.

http://CUSHWAKE.COM
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A PLEA TO RETAILERS AND LANDLORDS 
ON TURNOVER RENTS - IT’S NOT JUST 
ABOUT THE RENT

VALUATIONS

Richard Ching
Partner, Valuation & Advisory

It really is tough out there and if you are working in 
leisure/F&B, that is another level of pain. From 
working with both retailers and landlords it is clear 
that neither realise how bad it is for the other. The 
current leasing model is broken, COVID-19 has 
just accelerated its demise. So, where do we go 
from here?

Turnover rents are being heralded by many, 
particularly retailers, as the saviour. Well let’s be 
absolutely clear here, turnover rents are NOT 
the panacea and that is said by someone whom
has spent more than a decade valuing and 
advising on outlet malls. The wider adoption of 
turnover/performance linked rents will be a 
positive symptom that the relationship between 
landlord and tenant is beginning to work again, 
rather than the cure.

The desire by landlords, investors and crucially,
banks to stick to the traditional 5 yearly upward 
only rent review system is hurting landlords just as 
much as the retailer. The current system stymies 
innovation and continued investment in retail 
destinations. Retailers will know how fast trends 
change in the industry. The retail leasing model 
needs to allow for this rapid evolution of fashions 
and trends. The change to turnover/performance 
leases needs to involve far more than just how we 
set the rent; landlords need to start thinking like 
retailers. A simple adoption of turnover rents is 
not a way of getting landlords to share the risks, 
only the downside. 

I am still perplexed by requests for turnover based 
rents, but an insistence in security of tenure and 
most of the other standard lease terms. Leases 
need to be shorter and simpler, both in terms of 
term and paperwork, (sorry lawyers), so retail 
destinations can be managed with innovation that 
is rewarded. Retailers, you should expect this 
from your landlords, you should encourage them 

to understand your business and how to support 
it. Performance based rents should be the way 
of rewarding landlords for implementing further 
asset management strategies and creating places 
the customer wants to visit to shop, live and 
work. However, retailers
cannot expect to stay in a location if they are not 
performing. It is after all about sharing the risk.

As the outlet industry shows, where asset 
managers employ retailers they understand their 
tenants, they talk the same language and it fosters 
great relationships. That is why we have outlet 
operators signing up brands and increasing 
occupancy during the COVID-19 closedown. And 
I am talking about hundreds of new leases in the 
space of 3 months, not just a few, continuing to 
improve their destinations. How many shopping 
centres have retail managers, working with the 
brands to ensure that the stock is right for the 
catchment, helping with the visual merchandising, 
training staff and working together to overcome 
problems? 

This is not interfering in the retailer’s business, 
this is understanding it and working together to 
achieve more. As a retailer, embrace it, the 
landlord can be your eyes and ears on the 
ground. This partnership model delivered the 
outlet industry sales growth of around 8% last 
year. Yes, there is turnover rent, but it is the 
flexibility of the leasing and the services provided 
that drives this growth.

It must also be remembered, that at many of the 
successful outlets, there is a base rent together 
with service and market contributions. The base 
rent is set based on expected turnover and is 
reviewed annually, but ideally leaves room for a 
turnover top-up each year. The turnover rent is the 
incentive that provides the return on investment 
for the landlord.
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All this does cost money and you will note that I 
said contribution, because what is seldom 
understood about the outlet sector is the levels of 
continual investment by the landlords in service, 
marketing and fabric. However ultimately, a 
flexible leasing model allows the landlord to be 
rewarded and so they continue to invest more. If 
you look at outlets, the good ones spiral upwards,
with innovation a plenty. The poor ones, well, 
they certainly don’t suffer a prolonged death like 
poor full price retail schemes…..

SO HOW DO WE MOVE FORWARD?

Retailers

Keep innovating your brand, but if you don’t 
then expect a new leasing structure to result in 
you being replaced for the benefit of the wider 
retail destination.

Be generous with your data, agree to a very 
regular supply of turnover data, it allows an asset 
manager to drive the location and if you want 
turnover base rents, it’s only fair. Provide historic 
data to help the landlords with the investors, 
valuers and bankers. Remember many are 
venturing into the unknown and need support to 
justify new thinking. Valuers and investors need 
data to base sensible assumptions when reporting 
to banks, who are trying to minimise risk.

Be realistic with your assumptions when 
taking new leases. Don’t over promise sales 
you know are unlikely to be achieved, it 
undermines the partnership meaning the landlord, 
their investors and the banks stay highly 
suspicious of turnover linked rent.

Be prepared to pay for good service. Driving down 
investment just harms a location and the spiral 
continues. If a landlord is doing well, help them 
without haggling over every last penny in the 
service charge.

Remember, they are not really “greedy landlords”, 
they are often investing your pensions, they have 
to drive value for the stakeholders, just as you do.

Landlords

Understand your customers, both the shoppers
but critically the retailers. What help and support 
do they need to grow their business within your 
asset?

Accept the need for change to leases; but take a 
broader view than just the rent calculation. You 
own operational assets, so always look to improve 
them. How can you drive asset value? It is by 
creating places that people want to visit, which in 
turn attracts retailers.

You will need to adapt the model to suit the 
scheme and the retailer. I suspect we will end up 
with a hybrid of leases, from turnover to fixed, 
valuers and banks will just have to get used to 
it. A destination will have to work for the new retail 
world to drive value, rather than a formula.

Finally, you will notice that I have referred to 
turnover/performance rents. Why does it have to 
be turnover, if we acknowledge the halo effect 
and the showrooming/brand equity piece, is it not 
an asset managers job to deliver you quality 
footfall? So why not link the rent to it? It would 
get around the perennial debate on how to treat 
click and collect sales and returns. The key to all 
of this will be data.

There is plenty to learn from the outlet industry,
and not all will apply but it is much more than just 
the turnover based rent. It is the style of asset 
management, the retailing to retailers, thus 
creating places we all want to go. 

Far from doom and gloom, this could be a great 
time to be in retail.
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IS WORK COMING HOME?

RESIDENTIAL

Lee Layton
Associate Director, 
Alternatives Research and 
Insight

COVID-19 has significantly impacted how we 
work, live and play over recent months. 
Particularly, the work and live elements have 
converged as people set up offices in their 
living room. Looking forward, what legacy 
might this create on where we live and 
how we adapt our homes to integrate 
more home working into our routine?

DIFFERENT THINGS FOR DIFFERENT 
PEOPLE

Before we think about the role of residential within 
the new world of work, it’s important to 
acknowledge that working from home means 
different things to different people. Some of us 
may be working from a dedicated office, with two 
screens and no parental responsibilities,
housemates or siblings. Meanwhile others may be 
hunched over a laptop, in a small flat,
competing with a number of other housemates for 
room on the sofa. Young people form a large 
proportion of this latter group, with our recent 
XSF@home™ survey highlighting that 70% of 
young people are facing significant challenges in 
working from home. For many, social and 
professional lives are also intertwined, with 
working from home removing an important social 
element of their lives.

Another important acknowledgement is that we all 
live in our own bubbles and often presume society 
is just an enlarged version of this bubble. In most 
cases the bubbles within our industry comprise 
desk-based workers. The reality is that our 
bubbles will almost certainly not be reflective of 
society as a whole, with a recent study by the 
ONS showing that ‘just’ 49% of the workforce had 
worked from home in the week to the 14th of 
June.

When removing the cannot, don’t like to & it’s 
difficult to from the economically active
population, are we left with a big enough group to 
influence developers and architects and blow 
current domestic migratory trends off course?

TIME & SPACE – WHAT’S THE DAMAGE?

The time and commute costs saved during our 
recent enforced time away from the office can 
sometimes be overlooked. With many of us now 
living at some distance from the office, either 
due to choice or cost pressures, the removal of 
thousands of pounds of commuting costs has 
given us a financial cushion in these uneasy 
times. This will no doubt take centre stage once 
decisions are to be made regarding returning to 
the office. The issue with this unexpected return 
of cash, is that, with most commuters purchasing 
annual discounted season tickets, the cost of a 
daily ticket going in to the office for three days, will 
in almost all cases be equivalent to the cost of a 
season ticket, offering no savings at all. To 
experience net cost-savings, only 1-2 office-based 
days per week would be required.

Now onto the issue of space… At risk of over-
simplifying this part of the conversation, space 
is usually not an issue in larger homes, and 
buyers and renters of smaller homes are generally 
at a very price-sensitive part of the market. Whilst 
I’m sure most people living in flats would dearly 
love an additional 30 sq ft office enclave or 
a separate 60 sq ft office, the truth is 
that the additional £930 pa - £1,860 pa in rent, or 
the £21k - £42k to buy this space, may mean it 
falls out of the ‘must-have’ category, and firmly 
into the ‘nice to have’ category. Conclusion – not 
likely …but is there an unlikely underwriter for this 
cost…?

Charles Whitworth
International Partner, 
Residential

https://www.cushmanwakefield.com/en/insights/covid-19/the-future-of-workplace
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THE UNLIKELY UNDERWRITER

Who would pay for our £930 pa enclave? Rather 
coincidentally, this figure is almost exactly the per 
desk cost that businesses pay in the average City 
of London HQ every month! With WeWork 
charging ~£4,200 pa for the chance to hot desk, it 
is likely that the three H’s conversation (HQ, Hot-
desk, or Home) will start to gather pace. £930 
vs £4,200 vs £11,000pa? Questions of 
productivity differentials aside, employers may 
find it financially attractive to cover the costs (or 
partial costs) of a home office in place of the 
actual one. Whether they actually write a cheque 
or not of course hinges on the balance of 
negotiating power between employer and 
employee.

CLOSE-TO-HOME OFFICE

In new blocks of apartments, the choice between 
home office, and actual office is less binary. In 
rented accommodation the occupier is less able to 
create adaptions, but ingenious landlords may 
seek to address a gap in the market. Within the 
Build-To-Rent sector, investors have the ability to 
create lounges within the communal spaces that 
provide a quasi co-working operation, perhaps in 
place of a previously planned bar, gym or public 
facing F&B. Privacy issues will need to be traded 
off against the solitude and discomfort of working 
from one’s kitchen counter. The rather un-sexy 
truth is that in the near future, the likelihood is that 
greater demand for this space will likely come 
from space to support the rapidly growing number 
of parcel deliveries. However, the ability to create 
business centres or lounges will be important in 
providing occupiers with options to both live and 
work from home

THE CONCLUSION - AMAZING (WHITE) 
SPACES & THE MIGRATION THAT NEVER 
HAPPENED

A balanced view on this suggests that it is more 
likely a job for George Clarke (/ Ikea) rather 
than one for developers & architects. Whilst there 
will undoubtably be some increased demand for 
more space, we have to acknowledge that we’re 
presently hyped-up and rattling around in our own 

four walls; so let’s not confuse temporary trends & 
emotions, with permanent manifestations.
Personal financial pressures will drive innovation 
in the resolution of some challenges. Some office 
space will be found in the infill of underused ‘white 
space’ in our homes, and the desire to move to 
the open fields of Somewhereville might be a 
temporary reaction, and an acceleration of 
thinking for those already pre-disposed to that 
solution. We also live where we do for more
reasons than just proximity to workplace.
The lifestyle media have been eagerly awaiting 
the anecdotal evidence that will support their pre-
written stories of 2.4 children households leaving 
London for the Outer Hebrides, and for a while, 
this virtual reality will seem true to us. However,
the reality is that most of us probably quite like 
where we live, and regardless of that, we have 
inertia and attachments that temper our desire for 
change.

PS. SHORT MEMORIES AND EMPTY 
POCKETS – THE MAGIC PILL

It is exactly the same set of amazing adaption
skills that have enabled us to cope with our
temporary norm, that may well see us revert to 
precisely the same set of old behaviours should a 
vaccine be found and distributed in the near 
future. Why hasn’t this boring option been widely 
discussed?

Another of our amazing abilities as humans is to 
actively seek solutions to perceived future threats 
– we are excited by this. In the case of the real 
estate industry, this has manifested itself as 
millions of words about the ‘new norm’ (we’ve 
added a few above). Should a vaccine arrive, we 
must acknowledge that the new norm might just 
be the old norm minus a handful of us who have 
experienced epiphanies on the road to get 
there. When the dust has settled, we will almost 
all also have less money in our pockets, and while 
we may spend an hour a day trawling Rightmove 
for a fisherman’s cottage, the reality is that we will 
decide where to lay our heads based primarily on 
financial, social & professional factors (in that 
order).
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LOCATION, ENVIRONMENT, CULTURE –
IT’S NOT AS STRAIGHTFORWARD AS 
YOU MIGHT THINK

COMMENTARY

Andrew Phipps
Head of EMEA BD, Global Futurist

Location, location, location, to steal the title of the 
eponymous long running Channel 4 series, is 
what it’s all about…or perhaps not. Coming out of 
lockdown location of course remains of critical 
importance, but perhaps not in the way you might 
think. Location in this context is very much about 
the location of people as opposed to property.

Where will people be when they carry out their 
work, when they shop, when they decide what to 
eat or drink? This is the critical consideration we 
need to be addressing right now. As we 
become ever more location (physical place) 
agnostic, the relationship between people and 
place becomes ever more important and the 
location of people and property will change 
depending on the task to be undertaken.

Many commentators have addressed the 
seemingly pointless exercise of going somewhere 
to do something that you can do equally as well 
from the comfort of your home. Others will stress 
the importance of being able to collaborate, to 
spend time with colleagues and they are 
absolutely correct…once we hit a point where we 
can have a quorum of people in one location and 
there is flexibility regards how the space is used.

Taking the decision to change your personal 
location should be based on the task at hand. 
Where is the optimum place for a particular 
activity? Can buildings adapt to accept this new 
way of thinking? The answer should focus less on 
whether they can and more on can they remain 
relevant if they don’t. A visit to a building has to 
become an event, a reason to go the office 
workplace (beyond commuting to a different 
location just to have a Teams call with people in 
other places), a retail and leisure location that
offers something online perusing cannot satisfy.

Optimising the building’s purpose can only be 
achieved if we address the environment people 
find when they arrive. Indeed the environment 
around an office is as important. How is the 
environment that the building is part of addressing 
my needs? Are there green space, coffee bars, 
dining locations? How does this environment suit 
the needs of the activity I want to perform?

You need the building environment to be 
adaptable enough to allow a series of different 
tasks to be fulfilled. Traditional workspaces 
become event driven space, not as in events for 
500 people but events as in activity. The space 
has to energise and the environment work for a 
multitude of needs. The challenge of adjusting 
space to take account of different day parts has 
long been of interest in the retail and hospitality 
arena. From the use of bars in New York as 
coworking space until the evening when the space 
takes back its traditional purpose through to the 
use of moveable walls and modular furniture. This 
isn’t new thinking. It is however the right time for 
this thinking. The environment of a building has to 
work to deliver for the needs of an individual.

The final piece of this trichotomous discussion is 
the topic that is taking the energy of many; culture. 
If location is about people, and environment is 
about configuration of a space to allow people to 
undertake specific tasks, how do you instil a 
sense of corporate culture? An important part of 
working for a business is understanding what they 
stand for, what their ethos is. Millennials and 
Generation Z are often vaunted as the 
particular demographic that desire the opportunity 
to work for a company with meaning, one with a 
clear purpose. Is that purpose or meaning 
somehow lessened if you interact on a more 
virtual than physical basis?
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There is a need to review what the culture of a 
business actually means. The phrase ‘workplace 
culture’ entered the popular lexicon of business 
speak many years ago but how should it be 
defined? Workplace culture has its fundamental 
premise in the environment a business creates for 
its employees. As employers are increasingly 
expected to curate a virtual environment the 
culture must take its lead from a different set of 
formative factors. The perceived culture 
determines the way people feel about working for 
one business over another. The culture is created 
from the very first instance of applying for a role, 
through the interview process, onboarding and 
formally joining the business. Every touchpoint 
has role to play in making the culture either feel 
more empowering or alternatively detracting in 
how someone feels in their role.

If we do move into a period of remote working, no 
matter how many days a week this may be, the 
way the business maintains its culture becomes 
increasingly important. Business culture will come 
to be judged not only on what the business stands 
for but how the business embraces flexibility and 
pivots toward doing what’s right for employees as 
well as for profitability. No company operates in a 
vacuum and people take a view of the sector, of 
others in a similar physical location and makes 
their decision according to what they see and in 
turn how they feel about this.

One company may enable their team to work from 
wherever they deem most conducive to 
completing the task at hand. The same company 
supports individuals with a stipend to create an 
ergonomic working environment and perhaps 
implements training that recognises the difference 

between remote first and office first working styles 
and outcomes. The view of this company would 
be in stark contrast to one that insisted on 
presentism and ignored the early part of this year 
as an anomaly and not a learning experience. The 
interpretation of their respective cultures would be 
plain to see; one is forward looking, supportive 
and wants me to give of my best and the other 
has been weighed, measured and found 
wanting.

It’s easy to take this a step forward and recognise 
which business is the more attractive to a 
potential recruit, to an established team member 
and to someone looking to achieve a work life 
balance (it’s not the one that insists you sit at a 
fixed desk from 9 to 5, Monday to Friday).

LOCATION – where people are and where they 
want to be when they undertake specific tasks

ENVIRONMENT – the layout, design, style of a 
building that empowers people to deliver

CULTURE – what a business does to recruit, 
retain and develop individuals

Each of the three have changed as a result of 
context. Understanding the context is paramount, 
the how, the when and the where will evolve. 
Being able to interpret how people contextualize 
the situation they are operating in is where you 
should be focusing your energy as we progress to 
a new way of working, and indeed a new way of 
being.
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TURNING OFF THE COMMUTE AND 
REDISTRIBUTING VALUE

COMMENTARY

Over the past two centuries, public transport, and 
in particular the train, has had a huge influence on 
how our cities have been shaped. Major 
infrastructure projects such as the Liverpool and 
Manchester Railway (1830) and the Metropolitan 
Railway (1863), joined cities together and
facilitated the explosion of the suburbs. In the 
space of just 50 years, starting in the 1840s, the 
population of the UK’s major industrial cities 
typically tripled, as more and more people were 
sucked into the gravity of the city centre. It 
appears that we may now be looking over the 
precipice of another major shift, driven this time by 
the internet and accelerated by the recent period 
of home working. In the short term we need to add 
another nuance. For most, the biggest 
disincentive to travelling to the office is the safety 
concern over the use of public transport. 
Only 20% of people state a willingness to use 
public transport now that lockdown has ended.
In the longer term potentially, radical social 
shifts could once again reshape our cities; and 
there are value opportunities for those capable 
of identifying the right markers.

A SHORT HISTORY OF CITY TRANSPORT

The UK has long been at the centre of innovation 
in transport. As a mature, cramped nation at the 
forefront of industrialisation, we needed solutions 
to the challenges posed by rapid economic 
growth. In the early 1800s the principal mode of 
getting to work was walking. However, with most 
people unwilling to walk for more than 30 minutes, 
and with limited ability at that time to build at 
greater densities, new solutions were required.
First came omnibuses and trams. And later came 
the railways; a huge step forward in the mass 
movement of people and freight. When cities ran 

out of space for rail tracks, new ones were found 
underground. In 1863 the London Underground 
became the world’s first subterranean railway.

In the 20th century there was a new show in town. 
Private automobiles, made more affordable due to 
production line techniques, had started to become 
the principal mode for many households. By the 
1960s, faced with a corresponding decline in rail 
use, the Beeching report recommended the 
closure of many low usage public railways in the 
UK. This sets the present scene for many of our 
UK cities and less dense cities across the globe. 
However, for the dense global megacities such as 
London, use of private transport as a means of 
getting to work is just not practical. It is slower, 
and in total cost terms often more expensive than 
the public equivalent. If everyone suddenly 
decided to drive to work, there would be nowhere 
near enough parking spaces in central London, 
and people would likely spend more time 
commuting than actually working. A recent 
explosion in cycling, including the use of bike hire 
schemes, has added to the commuting options; 
however, for most, more traditional forms of public 
transport remains the only real viable option 
working in central London.

The time and inconvenience penalties associated 
with commuting are sufficiently significant that 
most people are willing to pay a fortune to avoid 
them. For this reason, the length of 
commute (measured using public transport 
timing) is the #1 factor affecting the price of ones’ 
home in the capital. Our statistical models at 
Cushman & Wakefield suggest a ~60% inverse 
correlation between commute time and unit house 
pricing.

Richard Pickering
Chief Strategy Officer, UK



2 of 2 

10CUSHMAN & WAKEFIELD | 

LOCATION VS VALUE

It’s perhaps not surprising that the further out you 
live, the less valuable per unit area your home will 
be. This is a modern extrapolation of the theory 
of agricultural land use proposed by Johann 
van Thünen in his 1826 treatise ‘The Isolated 
State’. However, the position becomes more 
nuanced once you dig into the data. The unit 
value of flatted accommodation is significantly 
more correlated with commute time than detached 
accommodation (-32% correlated). There are a 
number of potential explanations for this. Flatted 
stock skews towards being more recently 
constructed and targeted at the young 
professional market, who are more sensitive to 
commute time. The shift in recent years has 
been towards a greater correlation between
commute time and value; with data from 
2019 increasing against the 10-year average 
across all housing types. The blended 
impact for all stock is also higher as flatted 
accommodation has accounted for an 
increased component of total stock transacted.

Further nuances come in compass direction. 
When we talk about commute time to central 
London, there is a variance between Bank and 
Oxford Circus; the latter being more correlated 
with value. This is interesting, as the greater 
percentage of professional workers are in the 
City. In part, this is explained by historic 
factors. At a time when London was an industrial 
centre, with chimneys billowing out smoke into the 
air, there was a distinct benefit to living to the 
West of the City. Westerly winds blew smoke 
East, meaning that the more polluted areas were 
in this direction. Add to this the presence 
of nefarious activities downstream at London’s 
docks, and the case was made for wealthy people 
to live in the West End, Kensington and Chelsea. 
These factors are no longer relevant; however, 
centuries of wealth, culture and status 
agglomeration in these areas are slow to unwind, 
and so there is an almost permanent skew of 
value to inner West London.

Looking further out, the impact of distance is 
amplified. Not only are the outer zones obviously 
further apart from the centre as the crow flies, they 
are also less well served by tube stations, which 
means that total journey time is even longer. In 
Zones 1-2 the average distance to a tube station 
is 0.6 miles, whereas in Zones 5-6 the equivalent 
distance is 1.7 miles. At this distance it would take 
you more than 30 minutes to walk to the station, 
before your commute starts in earnest. Some 
people have the option of driving or cycling to the 
station, but there is another factor at work 
for many – that is simply that they don’t need to be 
in central London.

Most Londoners reading this blog will come into 
the centre to go to work. However, for many in the 
outer zones, their life is much more locally 
oriented. Perhaps they work in local shops, for the 
local Council, in small businesses or in trades. 
Either way, coming into central London is a less 
frequent activity. For these people, the distance-
value equation breaks. However, as higher 
salaries are earned in central London, the market 
in these locations starts from a very different 
economic base. That is why there can be such a 
step change when new infrastructure is provided. 
However, this might all be about to change. 
If, due to homeworking, those commanding a 
central London salary no longer need to come into 
the centre as often, other factors will rise in 
prominence and redistribute geographic value 
gradients. Our model tells us that this is principally 
concerned with amenity factors.

STRIPPING OUT DISTANCE, WHAT ELSE 
MATTERS?

Amenity means different things to different 
people. Traditionally, it could be schools (a bigger 
driver of relocation), shops and natural amenities 
such as parks. There is a double hit to the model 
in this regard, as the density, quantum and quality 
of amenity is much greater in central areas. 
Survey data shows that people are only willing to 
walk 5 mins to reach a public amenity and so 
density is an important factor. Similarly, there 
aren’t many British Museums or Madame 
Tussauds in the outer zones.
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However, in recent years amenity has become 
more subjectively defined. Those familiar with 
Richard Florida’s work might have heard of 
the ‘Boho Index’. His statistically proven
proposition is that the presence and concentration 
of bohemians in an area creates a milieu that 
attracts high human capital individuals. These in 
turn create local wealth. It is a combination of 
these factors that will have a greater
percentage bearing on house pricing, as the 
importance of public transport connectivity 
lessens.

WHAT MIGHT THIS MEAN FOR THE FUTURE?

We are about to see a shift in the value hierarchy 
of villages in our major cities. Some areas are 
more predisposed to capture this value shift 
positively than others. The data provides clues to 
which these will be using a mix of demographic 
and more subjective markers. In general 
terms, watch out for those areas which have a 
sustainably vibrant proposition already. We can 
look to existing failings to explain the future. The 
low value of inner-urban areas such as Bow, 
which in commuting terms should carry a much 
higher value than it does, are explained by a lack 
of amenity. Shifting a demographic like this is 
possible (and rich pickings for those who do it 
successfully), but without major intervention is 
likely to take a very long time. More interesting 
are areas like New Malden, Pinner, 

Southgate, and Enfield. Areas with strong locally 
orientated cultures that don’t benefit from strong 
public transport connections are in the sweet spot 
of this potentially rapid change.

Some people will be tempted out of London in 
search of these amenities. Rightmove recently 
reported a 9% increase in enquiries to move out 
of the capital versus this time last year. The same 
is true in Edinburgh, Birmingham, Liverpool, 
Sheffield, Glasgow and Bristol. Where will they 
go?

Vibrant commuter towns such as Hertford, 
Guildford, Farnham and St Albans all stand to 
gain from this trend. Particular those with a strong 
existing university presence with all of the social 
infrastructure (F&B, the arts, community 
activity) present to support that are well placed. 
Ultimately these are in my opinion likely to trump 
the outer suburbs as growth opportunities.

In a world where obvious value drivers like 
distance are less important, an increasingly 
analytical approach to understanding location can 
reveal unexpected value opportunities. If you’d 
like to understand more about how spatial 
analytics can help to underpin investment 
decisions, contact me or Chris Hancocks. 
For occupier location analytics contact 
Dimitris Vlachopoulos.
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