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Welcome to our latest update on the UK ‘big box’ industrial and logistics market.
This report provides a comprehensive round-up of occupier market demand and supply, based on our tracking of Grade A quality
distribution units of 100,000 sq ft and over. It also comments on investment activity and yields.

The key takeaways from this update are:

7%

15%
Grade A availability increased 15%
over the course of 2019, following a
pick-up in both new and good quality
secondhand supply. Nationally, our
vacancy rate ticked up from 8% at
end-2018 to 9% at end-2019.

0.8%

Nationally, distribution rents
are forecast to grow by 0.8% in 2020.

Occupier take-up & demand

Although as we write this the first official figures are not yet
available, the average of independent forecasts compiled by HM
Treasury suggests GDP growth in 2019 of 1.3%. Having grown
relatively strongly in Q1, due in part to Brexit-related stockpiling,
the economy contracted by -0.2% in Q2 and grew by a modest
0.4% in Q3.

Take-up (Grade A units ≥ 100,000 sq ft)

Throughout the year, businesses faced considerable uncertainty
around Brexit and the political situation more widely and as a
result sentiment suffered. Indeed, business confidence across
all economic sectors deteriorated in the second half the year.

40%

Occupier take-up in 2019
Retailers were the most active source
(19.9 million sq ft) matched the five-year
of take-up in 2019 accounting for
average for 2015-2019 inclusive.
40% of Grade A take-up. Ecommerce
Take-up in H2 2019 was 7% up on
continued to drive demand accounting
H1 2019 but 1% lower than H2 2018.
for 26% of total Grade A take-up last year.

Economic context

The investment market remained
resilient in 2019 with good levels of
demand for logistics assets.

The automotive sector, which has been particularly badly hit
by Brexit uncertainty, saw new car registrations fall for the third
consecutive year, according to data from the SMMT – although
the UK remains the second biggest car market in the EU after
Germany. In the first 11 months of the year, UK car production fell
-14.5% compared with the same period of 2018. Around 80% of this
production is for export, including 55% for the EU.
The retail sector showed mixed fortunes with some retailers,
such as Next, reporting good sales growth despite challenging
conditions. The British Retail Consortium reported that total
sales in 2019 decreased by -0.1%, whereas the Office for National
Statistics (ONS) reported that the volume of GB retail sales was
2.4% higher in the three months to November 2019 compared with
the same period a year ago. According to the ONS, online sales
accounted for 18.7% of all retailing in November 2019, highlighting
the significance of online retail in general and as a driver of logistics
property demand.
Looking forward there are some grounds for optimism. In particular,
the fundamentals of consumer demand remain in rude health:
employment is at an all-time high, unemployment at a four-decade
low, and low inflation means that wage growth is translating into
real increases in spending power; and debt servicing costs remain
low. In addition, growth this year could by supported by looser
fiscal policy with additional government spending, post the general
election, on key priority areas including the NHS and infrastructure
investment to address regional imbalances.
The UK will now leave the EU on 31 January and enter a nearly nochange transition period until 31 December, remaining a member
of the Single Market and EU Customs Union. However, uncertainty
over the shape of the country’s final relationship with the EU will
remain. Weak global economic growth will also act as a drag on the
UK economy. As a result, forecasts suggest that 2020 will by another
year of sluggish growth overall. Therefore in 2020 we expect that
occupational demand in the logistics market will likely be driven
more by restructuring than growth.
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Approximately 10.3 million sq ft of Grade A logistics floorspace
involving units of 100,000 sq ft and over was taken up in the second
half of 2019. Take-up in H2 2019 was 7% higher than H1 2019 but 1%
lower than H2 2018. Overall, 2019 recorded a robust level of take-up
with 19.9 million sq ft transacted. This was 12% lower compared to
a strong 2018 (22.6 million sq ft) but matched the five-year annual
average for 2015-2019 inclusive.
Therefore, despite a slowdown in demand compared with 2018,
2019 was still another good year of take-up. In fact, over the last five
years (2015-2019) the annual average rate of take-up at 19.8 million
sq ft was 14% higher than the previous five years (2010-2014) when
the corresponding average was 17.4 million sq ft.
The strong level of demand over the last five years demonstrates
the continued important role that warehouses play in modern
supply chains and reflects how shoppers’ changing habits and the
growth of e-commerce have driven demand for space.
The 19.9 million sq ft of Grade A space taken up last year comprised
17.1 million sq ft of new floorspace and 2.7 million sq ft of good
quality secondhand space. The take-up of new space increased
by 0.4% on 2018 but good quality secondhand space fell by 51%
over the same period. It should be noted that the take-up of new
floorspace recorded one of its highest years on record, with JLL’s
data on new take-up extending back to 1995.
The majority (71%) of new floorspace taken up in 2019 comprised
new build to suit (BTS) facilities rather than speculatively developed
space. However, the speculative share of floorspace taken up
in 2019 increased on 2018. Approximately 5.0 million sq ft of
speculative floorspace was taken up in 2019 which accounted
for 29% of new take-up whereas in 2018 speculative floorspace
accounted for 26% of new take-up.
It should be noted that we only include BTS units in our take-up
data once planning permission has been secured and we only
include the floorspace area of the ground floor footprint of these
buildings, not any mezzanine floors.
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Ocado

304,355

Marston Gate, Milton Keynes

Rajapack

261,000

Logistics Park East Midlands
Gateway

Games Workshop

177,599

Unit 15, Access 18 Avonmouth

Ocado

151,330

Bessemer Park, Sheffield

TM Power

134,000

Retailers accounted for the largest share of floorspace taken up in
2019 at 40% of the total. They were followed by logistics companies
which accounted for a 27% share and manufacturers which took
22% of take-up. ‘Other’ companies, such as data centre operators
and wholesalers, recorded 11% of total take-up last year.

Take-up of Grade A floorspace by region – 2019

East Midlands 40%
Greater South East 25%
West Midlands 11%
Yorkshire & Humberside 9%
North West 9%
North East 3%
Wales 2%
South West 1%

Source: JLL

Take-up of Grade A floorspace by sector – 2019

Despite an overall increase in new supply last year, the level of new
space at the end of 2019 was still 41% below the pre-recession
peak in 2008. At the end of 2019 overall Grade A supply represented
around 16 months of demand compared with the average level of
Grade A take-up over the last five years.

Supply (Grade A units ≥100,000 sq ft)
35

E-commerce continued to drive demand for logistics floorspace
in 2019, directly accounting for 26% of total Grade A take-up;
5.2 million sq ft was taken up by retailers directly or by 3PLs
opening e-fulfilment centres for retailers.
Looking forward, we remain positive about occupational demand.
At the start of 2020 there are a number of buildings under offer
across the country which we expect to translate into deals in the
first half of this year. In addition, December’s general election result
has removed some short-term market uncertainty which we believe
will have a positive impact on new and existing occupier demand
and lead to a higher conversion rate in terms of actual take-up.
We also continue to see e-commerce driving demand for logistics
floorspace in 2020. Finally, as the country moves towards Brexit
we believe this will lead to some specific requirements as certain
businesses plan for additional warehouse capacity in the UK to
ensure they can continue to operate and serve their customers
whatever the shape of the final relationship with the EU.
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Size (sq ft)

East Midlands

DC535 DIRFT, Daventry

534,744

West Midlands

Wolverhampton 450

448,089

Yorkshire & Humberside

Smithywood Business
Park, Sheffield

343,000

North West

ICON138, Manchester

138,375

Eastern

Basildon 117

116,841

London

SEGRO Park, Enfield

115,480

South West

Radway Point 2,
Swindon

100,000

Looking forward, we expect to see more supply come on to the
market via new speculative development plus some good quality
secondhand units returning to the market. The new speculative
development that we expect to start this year will include some of
the largest units to ever be speculatively developed nationally.
Despite the new supply that we anticipate this year, we believe that
the national vacancy rate will remain at around 9% having regard
to the level of take-up of existing units that we expect. Therefore,
nationally we expect relatively little change in the overall vacancy
rate. However, there are some regions where vacancy rates could
move higher and should be monitored.

At the end 2019 there were 26 big box units speculatively under
construction and available nationally, totalling 5.1 million sq ft;
around 42% (2.2 million sq ft) of this was under construction in the
Midlands (East and West).
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Source: JLL. NB: Secondhand statistics not collected prior to 2010.

The overall availability represented a national vacancy rate of 9%
at the end of 2019 compared with our estimate of the total Grade A
stock, up from 8% at the end of 2018.

Greater South East 25%
East Midlands 22%

40%

Logistics

Unit/scheme

Speculative development

20

Supply of Grade A floorspace by region – December 2019

Retail

Region

25

H2 2019

2012

SEGRO Park, Purfleet

H2 2018

2011

635,000

H1 2018

2010

Eddie Stobart

H1 2017

2009

Omega, Warrington

At the end of December 2019 total Grade A availability was 4% up
on mid-2019 and 15% higher than at the end of 2018. The pick-up
in supply compared with the end of 2018 was due to a rise in both
new (+7%) and good quality secondhand (+32%) space, as we had
predicted at the start of last year. There were continued starts
on new speculative floorspace that took place during 2019 and a
number of good quality secondhand units returned to the market.

H2 2016

0

Jaguar Land Rover 2.9 million in
five units

H2 2015

2

Appleby Magna

H2 2014

4

Size (sq ft)

H2 2013

6

Occupier

H2 2012

8

Location

H2 2011

Millions sq ft

10

H2 2010

Key deals in H2 2019

Key new availability at the end of 2019

At the end of December 2019, Grade A availability stood at around
27.2 million sq ft, of which 17.1 million sq ft was in new units. The
remaining 10.1 million sq ft comprised good quality secondhand
space. The 17.1 million sq ft of new space available comprised 11.9
million sq ft of immediately available space and 5.1 million sq ft in
space speculatively under construction.

H2 2009

12

Available supply

H2 2008

14

Regionally, the East Midlands accounted for the largest share of
total take-up in 2019, at 40% of demand. The region attracted a
number of large BTS deals including Jaguar Land Rover signing for
2.9 million sq ft at Appleby Magna across five units.

Millions sq ft

Take-up of new floorspace – speculative vs built to suit

West Midlands 21%

27%

Manufacturer 22%

Yorkshire & Humberside 11%

Other 11%

North West 11%

We expect to see further speculative development take place in
2020, with some larger units in the 500,000 to 750,000 sq ft range
being built. At the larger end, these will be some of the largest
buildings speculatively developed in the UK.

Rents
JLL monitors prime headline rents in 32 distribution locations
nationally. Prime headline distribution rents increased by 2% across
these locations on an unweighted basis over 2019.
Nationally, our forecasting model is based on MSCI’s UK Distribution
Warehouse Index and our latest model predicts distribution rental
growth on this basis of 0.8% this year.
In some markets prime rents as monitored by JLL will see stronger
growth than the MSCI Distribution Warehouse national average.

South West 6%
Scotland 2%
Wales 1%
North East 0.9%

Source: JLL
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Investment market

JLL prime headline rents at Q4 2019 and indication of annual rental growth over the period
Q4 2014 – Q4 2019

Investor demand for industrial and logistics assets remained
resilient throughout 2019, with strong levels of demand for logistics
assets. With regards to investment volumes, JLL currently estimates
that overall industrial and logistics volumes fell in 2019 to £5.9bn;
however, this was more a result of a lack of available stock in the
market rather than a dip in investor sentiment towards the sector.
Uncertainty in the economy and over Brexit throughout 2019 saw
investors narrow their focus on prime and core assets with
industrial and logistics continuing to remain the stand out sector
in UK real estate.
The industrial and logistics market has continued to attract substantial
interest from both domestic and international buyers from across the
globe who not only look to benefit from the good fundamentals the
sector offers but also to take advantage of favourable exchange rates.
Across the logistics market investors are focusing on well specified
buildings in the best locations, most notably pre-let assets with long
income streams and good covenants. By contrast, investor demand for
assets in secondary and non-core markets has been more subdued.

£6.00 Edinburgh
Glasgow £6.00

Looking forward, following the decisive outcome of December’s
general election we expect to see an increased level of investment
activity within the sector in the first half of the year with a continued
focus on prime stock. JLL’s model-based forecasts indicate that the
UK logistics markets (as defined by the MSCI/IPD distribution
warehouse sector) will deliver a total return of around 7% in 2020
– outperforming the all property average and the average for the
office and retail sectors.
Assuming a 15-year income and open market reviews, prime logistics
yields are currently around 3.5% in London, 4% in the South East and
4.5% in major regional markets. Prime yields have been stable across
all three regions since Q1 2018 and remain lower than the pre-recession
peak. In the previous cycle property yields were below gilts, but at year
end 2019, yields still provided a significant premium over gilts of around
2.9% even when compared with London logistics yields.

With regards to key transactions to occur in H2 2019 we outline these below:
Key investment deals in H2 2019
£5.50 Newcastle

£5.75 Leeds
£5.75 Sheﬀield

Manchester £6.75

Scheme/unit

Size (sq ft)

Yield

Price

Comment

Project Perth

2,183,000

4.04%

£242m

UK portfolio of seven core logistics units nationwide.
Pricing includes one void unit with no rental guarantee.

Peterborough Gateway

611,300

n/a

Confidential

Two regional distribution warehouses let to strong covenants.

Project Castle

514,283

6.22%

£51.23m

Pre-let forward funding. Prime investment let to 15-year
income with RPI indexed linked rent reviews.

Unit 4, Icon Manchester,
Manchester Airport

100,000

4.33%

£15.023m

Speculative development funding. Pricing confidential.

Leicester/ Derby

Liverpool £5.75

£6.50
Northampton
Birmingham £7.25
Solihull £7.50

£7.25

£6.75
Coventry

Hemel
Hampstead £10.25
Cardiﬀ £6.25

£7.25 Milton Keynes
£13.50

Heathrow £15.50
Growth per annum over period
Q4 2014 - Q4 2019

Bristol £7.25

Reading £11.50

Enfield
Barking
£9.00 Dagenham

“Despite a year of political uncertainty,
the UK industrial and logistics market
continued to present attractive
opportunities for investors last year
and remained the most resilient sector
in the UK property market.”

£12.00 Croydon
£9.75 Southampton

0-4%
5-7%
8-11%

Source: JLL

Joel Duncan, Director of Capital Markets, JLL
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Conclusions

Market outlook

• T
 ake-up in the occupational market remained robust in
2019, despite wider economic challenges. Take-up in H2
2019 was higher than H1 2019 and overall 2019 matched
the historic five-year average.

• A
 t the end of 2019 there was a pipeline of occupier deals
in the market, involving both existing units and build to
suit developments which we expect to translate into deals
this year. Overall, we are anticipating another good year
of demand for logistics floorspace despite modest
economic growth.

• G
 rade A available supply picked up over the year and by
the year end stood 15% up on 12 months earlier.
• P
 rime headline rents rose in a number of markets over the
12 months of 2019, and on average by 2%.
• T
 he investment market remains strong for logistics assets
with investors continuing to focus on prime buildings.

“Structural changes in the market
and companies looking to restructure
their supply chains drove demand for
logistics floorspace last year and we
expect to see these trends continue
this year.”
Jon Sleeman, Director of UK Research, JLL

• W
 ith more speculative development taking place
nationally we expect to see further speculative units
taken up which will eat into the build to suit share of
new take-up.
• B
 ased on our monitoring of the supply pipeline, we expect
speculative development starts to continue this year and
supply to remain relatively high, but not out of balance
with expected demand levels.
• O
 ur model-based forecasts suggest that national
distribution rents overall will grow by 0.8% pa in 2020.
Prime rental growth in certain markets will exceed this.
• I nvestors demand for prime assets will remain
strong this year.

“Already at the start of the year there
are a number of active requirements in
the market which we expect to translate
into further take-up this year and overall
we are anticipating another year of solid
demand for logistics floorspace.”
Ed Cole, Head of Logistics, JLL
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