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SUMMARY
■ Take-up for the first three quarters of 
the year has reached 17.5m sq ft across 
the country. This is 1m sq ft above the 
long term average for take-up levels 
achieved by the end of the third quarter.

■ Over the long term the retail sector 
has accounted for 50% of the market. 
However, 2015 has seen the logistics 
and 3PL sector increase its share of the 
market to 29%, manufacturing to 28% 
and retail fall to just 43%.

■ Previously a key driver of take-up in 
the market has been the churn of deals 
below 200,000sq ft, accounting for 42% 
of take-up in 2013 and 43% in 2014. In 
2015, this part of the market has fallen to 
25% of the space transacted. 

■ For the first second quarter in 
succession supply for units over 100,000 
sq ft at a Nationwide has increased and 
now stands at 23.1m sq ft.

■ During the third quarter 12 speculative 
schemes over 100,000 sq ft were 
announced totalling 2.4m sq ft. The 
largest unit announced was 358,068 sq 
ft at Prologis Park Dunstable and the 
average size unit was 201,296 sq ft.

■ Investment volumes in the first three 
quarters of 2015 in the logistics sector 
have reached £2.01bn, with £624m of 
stock transacted in the third quarter. The 
Savills prime distribution yield is now 
4.5% having moved in 125bps in the last 
18 months.

360 at Logistics North, Bolton, where Savills are marketing a 357,700 sq ft unit due for completion in Q3 2016

“With previously announced 
speculative development now 
reaching completion we expect 
this to trigger an increase 
in take-up levels in the sub 
200,000 sq ft size band.......” 
Kevin Mofid, Head of Industrial & 
Logistics Research
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Take-up

■ Take-up for the first three quarters 
of the year has reached 17.5m sq ft 
across the country over 73 separate 
transactions. This is almost 1m sq ft 
above the long term average for take-
up levels achieved by the end of the 
third quarter.

■ Whilst these levels are robust we 
have seen take-up levels decline for the 
second successive quarter. However, 
this can be directly attributed to lack 
of market supply in core markets and 
key size bands as we examine further 
in the paper.

■ The largest deal of quarter was 
Howdens agreeing to take 655,000 sq 
ft in Warth Park, Raunds. This pre-let 
unit will be leased to Howdens for 30 
years without a break and is expected 
to complete in June 2016.

■ Previous research by Savills has 
estimated that up to 50m sq ft of 
logistics property will be required to 
meet the demands of the online retail 
sector. This came through in force this 
quarter with Amazon accounting for 
26% of all take-up. We estimate that 
should a number of deals complete in 
the fourth quarter Amazon will make 
up almost 10% of all of the floor space 
transacted in 2015 in the UK. 

■ At a regional level the East Midlands 
accounted for 30% of all take-up in 
the third quarter, equating to 1.06m 
sq ft, driven by the aforementioned 
deal to Howdens. However by deal 
count once again the North West took 
pole position with four separate deals 

equating to 23% of the market.

■ Over the long term average the 
retail sector has accounted for 50% 
of the market. However, 2015 has 
seen the logistics and 3PL sector 
increase its share of the market to 29%, 
manufacturing to 28% and retail fall 
to just 43%. This has been driven by 
a number of large 3PL deals such as 
Exertis taking 544,000 sq ft in Burnley 
and Great Bear taking a 480,000 sq ft 
pre-let at Markham Vale in Derbyshire.

■ In previous years a key driver of take-
up in the market has been the churn 
of deals in the sub 200,000 sq ft size 
band, accounting for 42% of take-
up in 2013 and 43% of the market in 
2014. However in 2015, this part of 
the market has fallen to just 25% of 
the space transacted. In the most part 
this is driven by falling supply in this 
sector and we expect this part of the 
market will rebound in early 2016 when 
a number of speculative units enter our 
supply figures.

Availability

■ For the first second quarter in 
succession supply for units over 
100,000 sq ft at a Nationwide (England 
only) has increased. The supply of 
existing units has increased by 646,344 
sq ft, a rise of 2.8% quarter on quarter, 
and now stands at 23.1m sq ft.

■ As previously announced speculative 
logistics developments reach practical 
completion we start to add to our 
supply statistics. Indeed in the third 
quarter we have added 501,000 sq ft 
of speculatively constructed space to 

our supply statistics with the units at 
London Gateway (316,581 sq ft) and 
Revolution Park, Chorley (185,191 sq 
ft).

■ Furthermore we have seen a number 
of grade B second hand units return to 
the market with nine units nationwide 
totalling 1.7m sq ft being added to our 
supply statistics in Q3 2015.

■ Whilst the North West still accounts 
for the highest total amount of space at  
5.5m sq ft if grade C stock is excluded 
the region with the most amount of 
stock shifts to the East Midlands with 
3.26m sq ft of Grade A & B stock on 
the market. 

■ Across the country there are 152 
units on the market, 91% of which are 
second hand. When classifying units by 
quality just 6.5m sq ft of the 23.8m sq 
ft on the market we would classify as 
grade A.

■  The supply of larger units is also 
diminishing, with just 15 units on the 
market over 300,000 sq ft.

■  During the third quarter 12 speculative 
schemes over 100,000 sq ft were 
announced totalling 2.4m sq ft. The 
largest unit announced was 358,068 sq 
ft at Prologis Park Dunstable and the 
average size unit was 201,296 sq ft.

■ Savills are now tracking 7.9m sq 
ft of speculative development due 
for delivery in Q4 2015 and into 2016 
across 39 separate schemes.
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Year to date take-up above average
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East Midlands dominating
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Investment

■ Investment volumes in the first three 
quarters of 2015 in the logistics sector 
have reached £2.01bn, with £624m of 
stock transacted in the third quarter.

■ Whilst this is lower than the 
corresponding period in 2014 deal 
volume exceeds Q3 year to date 
volumes for any other year in the last 
fifteen.

■ In our last market update we reported 
that Tritax have accounted for a quarter 
of all logistics investment deals, by 
value, in 2015. This has continued into 
the third quarter with Tritax Big Box 
REIT forward funding the largest deal 
of the quarter by committing £59m to 
TK Maxx's new 650,000 sq ft unit in 
Wakefield.

■ Savills prime yield for distribution 
warehouses is currently 4.50% having 
moved in 125bps over the past 18 
months.  Whilst market conditions 
remain robust,     we are beginning to see 
subtle changes in investors language 
and sentiment which is translating into 
increasing selectiveness when it comes 
to stock picking.

■ We are now in what is traditionally the 
busiest quarter of the year and have 
seen a marked increase in the amount 
of available investment opportunities. 
Savills industrial investment team 
are tracking approximately £750m of 
available investment stock across 40 
opportunities. The profile of available 
stock is generally secondary as 
investors  are retaining prime whilst 
seeking to achieve strong prices for 
poorer quality stock before the market 
cools.

   

GRAPH 3

Churn falls in sub 200,000 sq ft category
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GRAPH 4

Speculative development being added to supply
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GRAPH 5

 Distribution Warehouse Investment volumes 

Graph source: Savills/ Property Data
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OUTLOOK
Constrained supply of smaller units 
meaning take-up levels of "churn 
stock" are not propping up the 
market......  
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■ Whilst take-up levels have fallen in 2015, we should 
still remember that levels are still above the long term 
averages. In the most part this has been achieved 
without the large food retailers being active in the 
market. With many of the grocers currently going 
through a period of naval gazing it is only a matter 
of time before they return to the market with large 
requirements.

■ With 7.9m sq ft of speculatively constructed space 
due for delivery in Q4 2015 and into 2016 we expect 
an initial up-tick and supply which will be subsequently 
be accompanied by an increase in take-up levels, 
particularly in the sub 200,000 sq ft size band.

■ As demand is still exceeding grade A supply in most 
areas we expect the already achieved rental growth 
for prime distribution units to increase and will average 
6.2% per annum until 2019.

Key Occupier Data

Current Grade A / new supply (over 
100,000 sq ft): 
7.8m sq ft, down 30.4% year/year

Average quarterly take-up:
5.3m sq ft

2015 speculative development 
announcements:
6.47m sq ft
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Key Investment Data

Big Shed Prime Yields
Long term income: 4.50%
Medium term income: 5.25%
Short term income: 5.75%

Stock on market
Total value: £750m (40 opportunities)
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GRAPH 6

Rental Growth Forecasts 


