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SUMMARY
■  We remain optimistic on the 
prospects for the leisure economy, with 
a combination of improving household 
incomes and confidence combining to 
support leisure spending.

■  Tenant demand continues to 
improve, with successful restaurateurs 
expanding out from London, 
broadening demand from cinema 
operators, and the emergence of some 
new brands in the kid's play and health 
& fitness sectors.

■  Investors in the sector are becoming 
increasingly broad-based.  This has 
led to a hardening of prime yields.  We 
expect this to continue through 2015, 
driven by strong fundamentals and a 
widening appreciation of a sector that 
is no longer considered niche.

“The good news story is not 
limited to the major cities, with 
historic market towns around 
the UK seeing their share 
of the influx of aspirational 
restaurant brands.”  
David Bell, Savills

Image:  Odeon, Colchester - sold on behalf of Avignon Capital
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The Leisure Economy
The UK consumer remains 
comparatively positive, at least in 
terms of the recent sustained period 
of significant negativity. We expect 
that this state will be maintained 
during 2015, due to a combination 
of improving labour markets and a 
recovery in real household incomes.

While average earnings growth 
remains relatively muted, the sharp 
slowing in the rate of inflation means 
that real earnings growth is now 
positive for the first time since the 
domestic recession began. While 
there has been much debate over the 
last few weeks about the prospects 
for deflation in the UK, the fact that 
the slowing rate of inflation is being 
driven by petrol, energy and food 
prices limits the prospects of deferred 
spending in anticipation of further 
price falls. Indeed, there are some 
reasonably solid arguments that the 
cut in fuel prices might be viewed by 
consumers in the same vein as a tax 
cut, something which generally results 
in a rise in spending.

With a general election looming there 
will be a lot of debate about the 
impact of political uncertainty on the 
consumer behaviour. We believe that 
so long as a government is formed 
on May 8th, then the impact on 
consumer confidence will be limited. 
However, the very real possibility of a 
no clear outcome in the election would 
have a dragging effect on consumer 
behaviour.

As far as the leisure sector goes it 
could be argued that an election 
year might be good for leisure 
spend as consumers lose interest in 
electioneering and go out of home 
to get away from blanket television 
coverage. Graph 1 shows UK cinema 
admissions over the period covering 
the last six general elections, and this 
shows that admissions rose in four out 
of six election years. Clearly, a lot of 
this depends on the quality of product 
that is coming out of Hollywood in 
any particular year, but the argument 
outlined above does seem credible in 
the light of this data, particularly since 
overall spending on leisure services 
rose in five of the last six election 
years.

Generally we expect that the improving 
macro-economic background will 

be the most substantive driver of 
a recovery in spending on leisure 
services this year, and growth in 
spending is forecast to be around 
2.2% this year, which is stronger than 
the sector's 1.8% estimated growth in 
2014.

Restaurants
Much of the focus on the restaurant 
sector is centred on the thriving 
London market, which isn’t surprising 
when tourism numbers are rising 
dramatically with London becoming 
the most visited city in the world in 
2014 (Mastercard Global Destinations 
Cities Index). Understandably the 
capital’s leisure sector has grown 
exponentially and whilst the significant 
influence of the branded restaurants 
is unquestioned, there are a growing 
number of new brands emerging.

Buoyed by their experience in the 
capital, these brands have also 
increasingly taken their confidence 
into the UK regions. The challenge is 
whether these emerging brands will 
flourish and survive in the smaller cities 
across the country. Recent examples 
of London brands following the 
regional pathway include Hawksmoor 
and Busaba Eathai who have agreed 
deals in Manchester, together with 
Burger & Lobster in both Cardiff and 
Bath and Shake Shack who agreed 
their second site in St David’s, Cardiff. 

The good news story is not limited to 
the major cities, with historic market 
towns around the UK seeing their 
share of the influx of aspirational 
brands such as Carluccio’s, Giggling 
Squid, Loungers and Bill’s. We predict 
further regional expansion for London 

brands in 2015, as Central London 
becomes even more competitive, 
these operators will struggle to meet 
their predominantly private equity 
backers’ expectations for growth in the 
capital alone.

Private equity is still playing a crucial 
role in these trends and the growth 
of the A3 sector more generally, 
with a flurry of high profile buy-outs 
completing towards the end of 2014. 
This included the £303.7m sale of 
Prezzo to TPG and the final break-up 
of Gondola group, with the sale of Zizzi 
and ASK to Bridgepoint for £250m, 
following the sale of Byron to Hutton 
Collins Partners for £100m at the end 
of 2013 and Pizza Express to Hony 
Capital for £900m in July 2014; the 
largest corporate restaurant deal for 
many years. The rush of private equity 
to occupy the restaurant space in the 
last 12 months has been at a level not 
seen since the pre-recessionary period 
prior to 2008 and we do not see this 
abating.

As independent restaurants struggle 
to cope with the wealth of quality 
brands that consumers now have at 
their finger tips, the stalwarts of the 
sector are also having to improve their 
fit outs, menu offer and experience to 
retain their customers. With the signal 
that the customer was not going away, 
many restaurants have chosen to 
eschew the voucher culture that has so 
dominated the sector in recent times, 
in favour of investing in and refreshing 
their proposition most notably Bella 
Italia.

GRAPH 1

Cinema admissions rose in 4/6 of the last election 
years

Source: Savills, CEA
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We expect that the top 10 most 
acquisitive brands in 2015 will be:
■  The Restaurant Group
■  Nando’s
■  Bill’s 
■  Prezzo
■  Pizza Express
■  Five Guys
■  Giraffe
■  Carluccio’s
■  Wagamama
■  Ed’s 

Cinema
Quite literally all eyes are on the big 
screen for 2015. Cinema operators 
are watching attendance figures with 
baited breath for what is anticipated 
to be a blockbuster year for film and 
promises a turn around in fortunes, 
following two consecutive years of 
poor product and resulting falling 
attendance figures.

From a property perspective, the 
impact of a lack lustre 2013-14 is being 
felt by way of a divergence in strategy 
for new acquisitions going forward 
and developers have been caught 
unawares by changes in appetite and 
requirements from the ‘big 3’. Gone 
are the heady days of 2012-2014, 
where Vue, Odeon and Cineworld 
frantically raced to grow their estates, 
with competitive bidding driving rents 
up and incentive packages down in the 
most sought after markets. Now, each 
of the operators are more discerning 
in their selection of new sites and the 
types of market they are targeting. 

Odeon, who saw earnings fall for five 
consecutive quarters to October 2014, 
are still on the face of it cautiously 
expanding, however a tumultuous 18 
months corporately has resulted in a 
recent downgrade in their covenant 
and question marks remain over when 
Terra Firma will off load the brand, to 
what value and what will happen to 
Odeon’s extensive existing estate. 
Odeon are also the most vulnerable 
to ‘over-screening’ in certain markets, 
which threatens many of the older first 
generation cinemas and consolidation 
in the short term is likely. 

Cineworld has fared better financially, 
however have had their fingers burnt in 
smaller markets, with recent openings 
in St Neot’s, for example, not proving 
as fruitful as they would like. This, 
coupled with a change of the guard at 
board level has led to a significant sea 
change in their acquisition programme 

going forward. Cineworld are now only 
focussing on large markets, where 
they can dominate the catchment with 
cinemas of 10 screens or more in circa 
40,000 sq ft + of space. 

In much the same vain, Showcase, 
who have been relatively inactive 
in the market, have recently agreed 
terms on two ground-breaking cinema 
developments in Southampton (West 
Quay) and Glasgow (Buchanan 
Galleries), where they will open their 
high-end format, Cinema De Lux, 
without the fear of cannibalising any of 
their existing formats.

Like their competitors, Vue have felt 
the pressure of competition opening 
up in previously unchallenged 
markets and as a consequence are 
more cautious in relation to new 
acquisitions; only looking to acquire 
space in markets where there is little 
or no competition. At a corporate 
level Vue have focussed on acquiring 
existing companies, predominantly 
outside of the UK, in order to achieve 
growth in market share. In the past 
three years Vue has more than 
doubled the number of cinemas 
and screens in its ownership from 
70 to 187 and from 678 to 1,727 
screens; acquiring Apollo in the UK 
in May 2012, CinemaxX in Germany 
in August 2012, Multikino in Poland 
in October 2013 and The Space 
Entertainment in Italy in 2014. These 
corporate acquisitions have been 
key in driving the group’s growth 
and consequentially, has distracted 
them from growing their UK portfolio 
organically. Where they are appraising 
sites, these have predominantly been 
for 20,000 – 25,000 sq ft units, which 
is almost half of what Cineworld are 
now looking to secure.

The Light Cinema, a relative newcomer 
to the sector, currently with only two 
offers in Wisbech and New Brighton, 
have been the talk of the sector in 
the last 12 – 18 months. The group, 
run by cinema veteran, John Sullivan, 
have taken a strategic approach to 
expansion, focussing on achieving 
buy-in and funding from Local 
Authorities/developers in markets 
where the ‘big 3’ have shunned the 
proposals. As the self proclaimed 
‘operator of last resort’ The Light 
operate on a turn-key arrangement; 
paying an artificially high rent on the 
basis of unit handed over to a ‘hot 
shell’ specification; thus minimising 

the risk and the up front capital 
required from the tenant. The Light 
have recently signed deals in markets 
such as Bolton, Walsall, Dundee and 
Sheffield, where the existing operators 
in the town are feeling the pressure 
and are taken aback by the confidence 
of The Light and their ability to achieve 
such highly incentivised deals. 

This ‘second tier’ of multiplex 
operators has recently expanded 
to include operators including Reel, 
Savoy and Premiere, who have 
recently acquired sites in Clacton-on-
Sea, Corby and Romford respectively. 
In addition, the boutique operators, 
such as Everyman and Curzon have 
secured new sites, challenging existing 
multiplex offers with a diversified 
film offering appealing to different 
audiences.  

In summary, the emerging trend is very 
much that acquisition is still a priority 
for the majority of operators, however 
there is a divergence in view towards 
which markets to target and their 
ideal size requirements. Now, more 
than ever, there is a greater number of 
options for developers in terms of the 
cinema end-user, given the emergence 
of the second tier multiplex and 
boutique operators. That being said, 
the level of the deal that can be struck, 
if at all, is equally as varied, depending 
on the market size and existing 
competition. 

Kid's play / Alternative 
D2
As we emerge from the economic 
downturn and consumer’s are 
spending more of their disposable 
income on leisure-based activities, 
there has been somewhat of a 
resurgence from the large space D2 
market, as a plethora of diverse new 
entrants are seeking space in the UK; 
offering activities such as adventure 
golf, laser combat and trampolining. 

A number of established overseas 
trampolining operators are racing to 
crack the UK market in 2015. Gravity, 
Gravity Zone (Australia based), Gravity 
Force and Skyzone (US based) are 
all on the search for new sites, with 
Gravity Force opening the first in 
Admiralty Park, Camberley in 2014. 
Other more established UK passtimes 
such as laser tagging and adventure/
crazy golf are actively acquiring new 
sites. 
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A new era of kid’s play offers has also 
emerged, which combine education 
and entertainment. Kidzania, due to 
open in Westfield London, is a ‘reality 
theme park’, which lets children get 
‘jobs’, earn ‘money’ and to then spend 
on treats and activities. The brand is 
already trading successfully in South 
America, the Middle East and the Far 
East. 

In the UK, 360 Play were the first 
to diversify from the basic ball pit/
climbing frame offer, with a superior 
quality fit out, interactive work/play 
areas and a wider food offer. The 
company currently have three sites 
in Milton Keynes, Stevenage and 
Leicester and are recently contracted 
on a site in Basildon.

Similarly, Kidspace; who operate units 
in Croydon and Romford are also on 
the look-out for traditional soft play 
space, as well as for new concept 
‘Hobbledown’; an adventure farm park 
based on a mysterious world full of 
‘Hobblers’, where children can enjoy 
both indoor and outdoor play as well 
as animal petting. 

The key to the success of these new 
brands is a diversified and unique offer; 
which is beginning to get an increasing 
amount of attention from landlords as a 
way to increase dwell time and footfall 
in their shopping centres and retail/
leisure parks. Despite the draws of 
these operators, they are still very rent 
sensitive, with rental affordability still at 
the lower range of the D2 sector at £6 - 
£8 per sq ft for a circa 20,000 – 25,000 
sq ft unit, with a capped service charge 
and significant incentive packages 
typically of 24 months+.

Health & Fitness
The UK health and fitness industry 
has more clubs, more members and a 
greater market value than ever before. 
The industry has experienced another 
year of growth, annual memberships 
increased from 12.6% to 13.2% 
and the number of fitness facilities 
increased by 1.5%, arguably due to 
the budget sector, which continues to 
threaten many of the larger players.   
The national chains of low-cost, 
high technology self-service gyms 
remain dominant with forecast 
accelerated growth throughout 
2015. The sector has brought down 
monthly membership fees, taken more 
market share and further squeezed 
the established middle-market. The 

pressure is coming from well-financed 
chains such as The Gym Group, Pure 
Gym, easyGym and Xercise4Less, 
which all secured significant 
funding during 2013 and 2014 to 
accommodate further expansion.
Although the mid-market still lacks a 
stable footing in the sector, 18 of the 
top 30 brand still operate within this 
sector. Operators such as Fitness 
First and La Fitness will become 
increasingly difficult to classify in the 
future as they continue to test low-
cost, mid-market and premium-priced 
clubs.

Increased competition has also arisen 
from a new generation of single service 
focused studio operators charging on 
a pay-as-you-go basis for class-based 
concepts such as Psycle (spinning) 
and Barry’s Bootcamp (high intensity 
workout). 

Did you know?
■  Total market value (public and 
private sectors combined) is estimated 
at £4.08 billion, up 3.9% on 2013.

■  13.2% of the UK population are 
now registered as members of a 
private health and fitness club or 
a publicly-owned fitness facility 
contrasting with 12.6% in the previous 
year.

■  Total industry membership base 
is the strongest growth indicator, up 
4.5% to 8.3 million over the past 12 
months.

■  177 new public and private fitness 
facilities opened in the 12 month 
period ending 31st March 2014, up 
from 167 in 2013.

■  There are now 6,112 fitness facilities 
in the UK, up from 6,019 last year.

Leisure investment
Leisure Investment in the UK 
has further established itself as a 
mainstream sector through 2014 
with very strong investor demand for 
both leisure parks and the numerous 
sub-sectors. Transaction volumes 
for the sector as a whole (including 
leisure parks, bingo/bowling outlets, 
health & fitness, hotels, public houses, 
restaurants and bars) increased 
significantly in 2013 to a total of 
£3.67bn and whilst 2014 showed a 
marginal decrease, a very healthy 
£3.29bn was still transacted. 

This is led by the development of 
the sector as a whole with increased 
consumer spend, a growing number 
of established brands and dominant 
operators overcoming years of 
financial struggle to offer investors 
strong covenants underpinned by 
sustainable businesses. There are still 
some concerns with a large proportion 
of occupiers still owned by Private 
Equity groups with high levels of debt 
but there is a renewed confidence 
that operationally these businesses 
are in an ever improving position 
and the turbulence in the occupier 
markets over recent years is nearing 
an end. Lease terms also tend to be 
favourable to investors, especially 
compared to the other main stream 
sectors, with long terms certain and 
fixed uplifts common, particularly in the 
sub-sectors of public houses, health & 
fitness and hotels.

Transaction volumes in the core leisure 
markets of leisure parks, restaurants, 
health & fitness, bingo/bowl and 
cinemas showed a 28% increase 
from 2013 with c £875m transacted 
in 2014 although of this amount only 
c.30% was made up of leisure parks 
and in town leisure schemes. This is 
evidence of the continuing squeeze 
on supply, particularly of good quality 
prime stock, the majority of which is 
institutionally owned.

Like most property sectors growth in 
investment demand is being led by 
the UK Institutions with depth coming 
from the UK REIT’s, Private Equity 
buyers and UK Property Companies. 
There is some interest in the sector 
from overseas money but this remains 
focused on London. This growth in 
demand has led to a sharpening in 
prime yields. We are of the opinion that 
for a prime leisure investment, with 
sound property fundamentals including 
strong location, national covenants, 15 
years + average weighted unexpired 
lease term, a degree of fixed uplifts/ 
indexation, a strong trading platform 
and lot size of £10-£30 million, a net 
initial yield of 5.25-5.50% is achievable 
in the current market. This represents a 
50bp inward yield movement over the 
past 12 months.

We anticipate the strong demand 
for the sector to continue into 2015 
so long as the wider property and 
consumer markets do not suffer 
through wider economic changes. 
Prime yields should remain stable with 



UK Commercial | Commercial Leisure Spotlight

05  

Savills plc
Savills is a leading global real estate service provider listed on the London Stock Exchange. The company established in 1855, has a rich heritage with unrivalled growth. It is a company 
that leads rather than follows, and now has over 500 offices and associates throughout the Americas, Europe, Asia Pacific, Africa and the Middle East.

This report is for general informative purposes only. It may not be published, reproduced or quoted in part or in whole, nor may it be used as a basis for any contract, prospectus, 
agreement or other document without prior consent. Whilst every effort has been made to ensure its accuracy, Savills accepts no liability whatsoever for any direct or consequential loss 
arising from its use. The content is strictly copyright and reproduction of the whole or part of it in any form is prohibited without written permission from Savills Research.

Savills Leisure team 
Please contact us for further information

David Bell
Leasing
020 7877 4516
dbell@savills.com

Katrina MacKay
Management
0161 277 7215
kmackay@savills.com

Carlene Hughes
Leasing
020 7409 8177
chughes@savills.com

Mat Oakley
Research
020 7409 8781
moakley@savills.com

Marcus de Minckwitz
Investment
020 7409 8755
mdeminckwitz@savills.com

James Hurst
Investment
020 7409 9927
jhurst@savills.com

Iain Maxwell
Lease Consultancy
020 7409 8811
imaxwell@savills.com

Jonothan Holmes
Investment
020 7409 8826
jholmes@savills.com

the potential for further improvement 
if the UK Institutions continue to 
experience such high inflows of cash. 
Much like the past two years, we 
anticipate that the supply of prime 
stock will remain constrained and 
the yield gap between prime and 
secondary will continue to widen. 

Megan Brady
Management
0161 244 7768
mbrady@savills.com

Date Scheme Location Area (Sq ft) Price Yield Purchaser

Jan-14 Milsom Place Bath 55,083 £26.00 million 4.26% TIAA Henderson

Dec 14 The Quay Leisure Park Glasgow 248,900 £53.33 million 6.50% DTZ IM

Dec 14 Gala Bingo Portfolio 52 Properties £173.4 million 8.46% M&G

Oct 14 Yeo Leisure Park Yeovil 90,727 £18.75 million 6.19% L&G

Sept 14 Odeon Colchester 45,359 £13.45 million 6.19% CBREGi

Aug 14 Regent Circus and 
Morrison’s Swindon 97,190 £40.50 million 4.88% Standard Life

Aug 14 Fiveways Birmingham 199,702 £33.00 million 8.00% Valad

Feb 15
Middlesborough Leisure 

Park
Middlesborough 149,000 £21.25 million 6.85% L&G

Feb 14 Odeon Portfolio 6 Properties £27.50 million 5.85% Blackrock

TABLE 1

Key leisure investment activity 
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Lease Consultancy
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