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Second national lockdown deals another blow to the sector

A second national lockdown is set to pile further pressure on a sector that was only starting to emerge from the first 

lockdown, and could significantly impact trading in the traditionally lucrative pre-Christmas period for retailers. From 

November 5th until at least December 2nd all non-essential retail will have to close, but will still be able to deliver to 

customers and offer click-and-collect. The extension of the furlough scheme until end of November will be welcome by 

retailers and should help cushion the economic impact of the lockdown in short term. Unless new measures are announced 

in the interim, furlough is due to be replaced by the less generous Job Support Scheme thereafter. As a result, a rise in 

unemployment seems inevitable in the coming months and discretionary consumer spending could suffer as a result. 

Stock repositioning and repurposing to accelerate amid rise in voids

While no new high-profile CVAs were announced during the summer, by early October 2020 there were more stores at risk 

and staff facing redundancy than at the height of the 2007-9 recession, according to the Centre for Retail Research. Retailers 

have resorted to different strategies, or a combination of them, to stay afloat: TM Lewin for example is set to close its 66 high 

street stores and will become an online business only, while New Look is to switch 402 stores to turnover rent under a new 

CVA proposal. Particularly revealing of the state of the retail market was John Lewis’s decision to earmark some of its UK 

sites for residential development. The retailer equally secured planning permission to convert part of it Oxford Street store

into offices. Likewise, large retail landlords continue to explore new ways of repositioning and repurposing underperforming 

assets in an effort to protect values. As such, while the distress in the sector is causing an overhang of supply at least a 

gradual rebalancing appears to be in motion.

Pricing continues to adjust during a challenging market
Weak fundamentals and negative sentiment around the sector have taken their toll on values that fell by 22% year-on-year in 

September according to MSCI. As a matter of comparison, during the GFC values dropped by 39% peak-to-trough. While 

continuing to lag other sectors, rent collection rates in retail have improved significantly recently (at day 28, 61% of September had 

been collected compared to 48% for Q2), but with another lockdown this improvement could be short-lived. 
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KEY INVESTMENT TRANSACTIONS Q3 2O2O

PROPERTY LOCATION SELLER / BUYER SQFT PRICE / YIELD

Waitrose supermarkets Various Waitrose/ Supermarket Income REIT 120,632 £74.1M / 4.4%

96-98 Baker Street London N/A / Kewalram Changrai Group 14,208 £16M / 3.0%

145-147 High Street Guildford RLAM/ Martin’s Properties 17,272 £4.9M / 8.3%

76-78 St Anns Road Harrow N/A / Columbia Threadneedle 1 building/3 floors £2.3M / 7.4%

2 Clarence St Kingston upon Thames N/A / N/A 1 building/3 floors £3.7M / N/A

PRIME HIGH STREET STATISTICS

SUBMARKET £ PSF ZONE A YR PRIME YIELD (%)

London (City) 275 5.25

London (West End) 2,175 2.75

Manchester 290 6.50

Birmingham 196 6.50

Leeds 225 6.50

Cardiff 175 7.00

Edinburgh 235 6.50

Glasgow 300 6.50

Source: RCA
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