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Is the cost Of Iiving Headline Central London Retail Indicators

crisis impacting
Central London?

Retail spend nationally is starting

to feel the impacts from the squeeze
on disposable incomes. However, in
London’s West End the impact would
appear less pronounced.

Headline June sales in the West End
were 8% below equivalent 2019 levels but
this was largely due to the continued drag
being exerted by reduced international
spend as overseas visitor numbers
continue to recover. In sharp contrast
domestic spend was 22% up on 2019,

suggesting the cost of living squeeze is yet

to hit domestic spend in the West End.

Despite international arrivals and
spend in the West End still below
pre-Covid levels, numbers continue
their upward trajectory. For example,
international spend accounted for 42%
of total spend in June, representing
the highest post-Covid share. The
resumption of international tourism
has resulted in renewed activity by
international brands. US premium
brands, buoyed by strong trading in
their home market and the recent
strengthening of the dollar against the
pound, have been particularly active.
Alice + Olivia and Veronica Beard both
opened debut London stores on Bruton
Street in June, while Marc Jacobs opened
its largest international boutique, on
Regent Street. We expect more North
American premium brands to look to
London for expansion opportunities
over the coming months, albeit this may
be tempered by gathering uncertainty
around the global economy.

Robust occupational demand in the
premium end of the market was also
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highlighted by Seiko and Pronovias
securing units on GPE’s New Bond
Street redevelopment. This was also
reflected in a 6.7% improvement in
prime headline indicative ZA rents in
Mayfair’s luxury quarter over the first
half of 2022.

Meanwhile, inflationary pressures
and weakening economic sentiment
is starting to exert an influence on
occupier confidence in some parts of
the market. For example, while demand
is up compared to several months
ago, there is increasing nervousness
around occupational and fit out costs.
Likewise, operational challenges in
terms of staffing and supply chains are

Source Savills Research; NWEC
Note: *vacancy based on unit count, not floorspace

also having an impact. For example,
while we are seeing more F&B operators
in the market looking for opportunities,
particularly international new entrants,
individual roll out aspirations have been
reduced.

This general softening in sentiment
is likely to widen the gap between
landlord/tenant expectations. The
question is whether this will impact
rents. We do not expect this to generate
any downward pressure on rents.
Rather we expect prime headline rents
to hold at their current level following
the improvement seen over the first half
of this year, with upward pressure only
for the best units in the best locations.

Central London prime Zone A rental growth index prime Zone A rents experienced a
slight uptick in H1 2022, although remain below pre-Covid levels.
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Prime West End vacancy
increased marginally in Q2
2022, reaching 12.4%

Domestic spend in the
West End grew by 22% in
June 2022, compared to

2019 levels

Prime ZA rents in
Mayfair's luxury quarter
improved 6.7% in H12022
compared to H2 2021



Central London retail investment overview Q2 2022

Central London retail investment volumes. Appetite for Bond Street units Savills team

continues to maintain yields at 2.75%.
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Savills plc: Savills plc is a global real
estate services provider listed on
the London Stock Exchange.
We have an international network
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Europe, Asia Pacific, Africa and the
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- of specialist advisory, management
Central London investment E]O4 ] E'|8'| 4 E'|78 3 and transactional services to

; m 4Am .5Mm clients all over the world. This
volumes (quarterly flgure) 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

i i 0, 0, as a basis for any contract,

Prime Bond Street Yield 275/0 275% 275%’ prospectus, agreement or other
document without prior consent.
While every effort has been made
to ensure its accuracy, Savills
accepts no liability whatsoever for
Prime Oxford Street Yield 3.75% 3.75% 3.75% 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.

Prime Regent Street Yield 3.75% 3.75% 3.75%

savills



