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MARKET REVIEW Q4 2020

EXECUTIVE SUMMARY
>

Rebound in Commercial Property in Q3 but investment activity still low compared to
previous years;

>

Secure income opportunities, warehouses and healthcare coping best with the effects
of the pandemic;

>

Retail and hospitality sectors continue to struggle;

>

Limited activity in Prime Central London residential market due to ongoing travel
restrictions. Buying window remains open until expiry of SDLT holiday and
introduction of additional rates for overseas investors in Q1 2021.

COMMERCIAL PROPERTY
COVID-19 CONTINUES TO RESTRICT INVESTMENT ACTIVITY
There was a small recovery in activity over the summer after an easing in travel and business restrictions with
quarterly investment volumes rising from GBP 4.6bn to GBP 8.6bn1. Even so, this is 39% below Q3 2019 and
YTD investment activity is 19% lower than at the equivalent period last year due to the COVID-19 pandemic – a
number that is perhaps more generous than the reality of the current environment due to some very large
portfolio and Central London deals concluding at the start of the year.
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1. Source: PropertyData, 2020
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TOP 10 LARGEST UK COMMERCIAL PROPERTY TRANSACTIONS YTD 2020

BUILDING /
TRANSACTION NAME:

LOCATION

SECTOR

PRICE
GBPMN

DATE

VENDOR
(NATIONALITY)

PURCHASER
(NATIONALITY)

iQ Portfolio

UK Wide
Portfolio

Student

4,600.0

Feb-20

Goldman Sachs (USA)
/ Wellcome Trust (UK)

Blackstone Real Estate
(USA)

Dolphin Square SW1

Central
London

Residential

850.0

Sep-20

Westbrook Partners
(USA)

AXA REIM (France)

Ritz Hotel W1

Central
London

Hotel

700.0

Mar-20

Ellerman Holdings
(UK)

Private Investor (Qatar)

Hansteen Portfolio

UK-Wide
Portfolio

Industrial

500.0

Feb-20

Hansteen Holdings
(UK)

Blackstone Real Estate
(USA)

25 Cabot Square E14

Central
London

Oﬃce

380.0

Jul-20

Hines Global REIT
(USA)

Link REIT (HK)

MAGIAL Portfolio

UK-Wide
Portfolio

Mixed

370.0

Aug-20

MAGF (UK)

Columbia Threadneedle
(UK)

Premier Place EC2

Central
London

Oﬃce

321.6

Feb-20

Morgan Stanley RE (USA)
/ Greycoat Ltd (UK)

Malaysian Employees
PF (Malaysia)

7 Chiswick Park W4

Central
London

Business
Park

312.0

Feb-20

Blackstone Real
Estate (USA)

Stanhope plc (UK)

14-26 Great Smith Street
SW1

Central
London

Oﬃce

300.0

Feb-20

Hana Financial Group
(S Korea) / Kiwoom
AM (S Korea)

L&G (UK)

90 Lower Thames Street
EC4

Central
London

Oﬃce

262.5

Mar-20

Oxford Properties
Europe (Canada)

Union Investment RE
(Germany)

Data to 01 November. Source: PropertyData, 2020
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PUBLIC VS PRIVATE MARKETS
MAIN UK ASSET CLASSES TOTAL RETURN Q3 2020

MAIN UK ASSET CLASSES TOTAL RETURN YTD 2020
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Listed property companies and REITs had a difficult
Q3 in line with wider UK equities. Year to date, they
remain one of the worst performing assets classes
in the UK. However, this headline masks some
serious disparities in performance. Companies
which have been able to maintain their dividends,
whether through the quality of their portfolios, the
strength of their tenants, sector positioning or a
combination of all three have largely recovered from
the March sell off due to demand from income
hungry investors. Conversely, those companies that
have been unable to maintain a dividend (for the

exact opposite reasons) continue to trade at steep
discounts to the current value of their portfolios,
reflecting little faith in the value of their underlying
assets or the likelihood of future income returns.
The private market continues to follow the same
trajectory as its public counterparts, albeit with a
delay, and thus experienced a slight recovery in Q3
2020 as average UK commercial property prices fell
by a more modest -0.70% over the period2. Given the
lag in valuations, a ‘double dip’ in direct values is
anticipated in Q4 2020 in line with recent weak REIT
performance.

UK ALL PROPERTY 3-MTH CAPITAL VALUE GROWTH
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2. Source: MSCI, 2020
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INCOME IS KEY
UK PROPERTY SECTORS: CAPITAL VALUE GROWTH
Q3 2020

UK PROPERTY SECTORS: RENTAL VALUE GROWTH
Q3 2020
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The pandemic has split the UK commercial property
market into two distinct parts: assets with a strong
income proﬁle which are attracting robust investor
interest and whose values have therefore remained
largely resilient, and those with short term, partial or
no income at all where prices have declined markedly
and are still to ﬁnd a ﬂoor. The demand for ‘long and
strong’ income (i.e. long term leases to high quality
tenants) is highly rational in this era of near zero
interest rates and unprecedented economic
uncertainty. Although the severity of the impact of
COVID-19 varies by property sector, it is also
important to note that this investment demand is

indiﬀerent to property type or usage e.g. strong
demand for well-let supermarkets despite the
problems in the wider retail sector. One of the few
exceptions to this rule has been Central London
Oﬃces (17% of total UK investment YTD) where
investors are willing to accept a short or incomplete
rent roll on the belief that London’s high concentration
of leading domestic and international companies
mitigates the risk of long term vacancy and capital
declines. Currency, liquidity and the ability to deploy
large amounts of capital here are also important
supporting factors.
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Hospitality and student accommodation assets also
continue to be heavily impacted by the pandemic. UK
universities have now re-opened and the number of
undergraduates has increased by 4% since last year,
in spite of all the disruptions4. However, occupancy in
student accommodation remains a long way below
historic levels due to the implementation of online
learning and social distancing requirements. COVID19 has severely stressed the sector but it has not
fundamentally altered the investment thesis,
although there will be a long period until a return to
normality. Although there have been encouraging
signs in the student property market, there is little
good news on the horizon for the hospitality sector.
Visits to the UK by overseas residents are down over
-96% year on year, which has been catastrophic for
hospitality revenues and it is likely that assets in this
sector will enter a prolonged period of distress. As a
result, a wave of defaults and a steep decline in values
is anticipated in coming periods.

COVID-19 has also accelerated underlying sectoral
trends. Retail property has suﬀered the most from
the virus and the prospects for the UK high street
continue to deteriorate. 50 retail companies have
now gone into administration to date resulting in the
closure of more than 4,200 stores and aﬀecting nearly
83,000 employees3. Acute levels of occupier distress,
low rent collection rates and the high probability of
further casualties has caused investors to ﬂee from
retail property. Potential buyers are particularly wary
of high street and shopping centre assets, where
income is particularly vulnerable to store
consolidations and administrations (voluntary or
otherwise). Retail was already struggling prior to
COVID-19 from competition with e-commerce but the
pandemic has signiﬁcantly accelerated its structural
decline. However, this weakness is not universal and
certain segments of the retail sector, those with
strong underlying tenants, have remained robust
despite the intense problems elsewhere in the sector.

Y-O-Y CHANGES IN VISITS TO UK FROM OVERSEAS RESIDENTS
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3. Data as at 06 November 2020. Source: Centre for Retail Research, 2020
4. Source: UCAS, 2020
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Industrial/logistics property remains the biggest
‘winner’ of the lockdown period. Online sales remain
at an elevated level and so continue to drive demand
for distribution warehouse space. These are critical
assets for receiving goods and fulﬁlling online orders
and are thus strategically and operationally
important to a range of leading domestic and
international businesses. The most attractive growth
segment is in urban warehouses, close to major
population centres which are needed to fulﬁl the
critical ‘last mile’ of product delivery. Supply here is
facing additional competition from residential
property developers seeking opportunities to
capitalise on supportive UK housing policy.

Healthcare property has also remained robust this
year due to the non-discretionary nature of demand
for healthcare services. The focus for investors
remains on primary care properties (i.e. doctor’s
surgeries and care homes) which is highly
fragmented and troubled by legacy properties which
are no longer ﬁt for purpose. Modern, purpose-built
properties have weathered the impact of COVID-19
fairly well and the pandemic has enhanced the need
to focus on high quality new properties in order to
mitigate future infection risks.

PRIME CENTRAL LONDON RESIDENTIAL PROPERTY
At the beginning of the period, the UK residential
market was experiencing increased demand from
buyers who had begun their searches at the start of
the year but were unable to secure a property prior
to the ﬁrst national lockdown in March. Additional
urgency was injected into the market on 8th July
when the Chancellor Rishi Sunak announced plans

for a stamp duty holiday for anyone purchasing a
property in the UK up to the value of GBP 500,000.
The Chancellor stated that the policy, lasting until 31st
March 2021, would mean 9 out of 10 people would
pay no stamp duty at all, and this saving led to an
immediate surge in oﬀers around the country.

CHANGE IN BUYER INTEREST BY LONDON TRAVEL ZONE
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London, whereas the value of apartments fell by -0.4%
during the same period6. However, activity remains
low by historical standards with transaction levels in
Prime Central London down by 19% and agreed
rentals by 23% compared with this time last year7.

Prime Outer London areas including Hampstead,
Chiswick, and Richmond were dominated by
domestic buyers, with a notable shift in priority
towards family houses with study areas and gardens
in response to the need to work from home. The socalled “Rishi Rebound” led to prices rising in the Prime
Outer London areas by 0.8%5 in Q3 2020.

Having fallen for six months straight since February,
average property values in Prime Central London
ﬁnally edged upwards for this ﬁrst time in
September, rising by 0.2%8. Even though this
increase came sooner than anticipated when
compared with the market’s reaction to other past
crises, this recovery is fragile and buyer enquiries are
anticipated to tail oﬀ towards the end of the year.
However, with a number of deals already agreed in
Q3 2020, transaction numbers will most likely remain
at their current level.

By contrast, the Prime Central London market
remained relatively quiet over the same period due to
a lack of international visitors as a result of the
ongoing travel restrictions, compulsory 14-day
quarantines and the threat of a second wave of
COVID-19 infections in the UK. Domestic buyers took
advantage of this relative lack of competition. Houses
in Prime Central London saw marginal price growth of
0.1% in Q3 2020 for the same reasons as Prime Outer

RECOVERY TIMES IN PRIME CENTRAL LONDON
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5. Source: Knight Frank, 2020
6. Source: Savills, 2020
7. Source: LonRes, Cluttons, 2020
8. Source: Knight Frank, 2020
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OUTLOOK
COVID-19 continues to restrict investment activity and has had
a catastrophic eﬀect on certain property sectors. However,
high quality, long-term income streams have remained in
demand throughout this diﬃcult period. This is set to continue
until at least the end of year whilst the overall environment is
dominated by the virus, low rates and political and economic
uncertainty. It has also accelerated prevailing trends in
commercial property, most notably for industrial/logistics as
e-commerce takes sales at the expense of traditional retail.
Properties with non-discretionary revenues have also survived
the pandemic relatively unscathed. We believe that the best
strategy in these times can be summed up as ‘income, meds
and sheds’. In other words: strong tenants on long leases,
healthcare and industrial/logistics assets.
Prices remain subdued for Prime Central London residential
despite the temporary rebound in activity over the period. We
believe that a buying window still exists for the time being
whilst the stamp duty holiday remains in force and before the
anticipated introduction of additional stamp duty for overseas
investors in April next year. Potential investors will need to
make their decisions via remote viewings for the time being
though as travel restrictions remain in place.

Nigel Burton
Director, Real Estate Investments
Emirates NBD
25 Knightsbridge
London
SW1X 7LY
Telephone: +44(0)207 838 2222
Facsimile: +44(0)207 581 0575
Email: BurtonN@emiratesnbd.com

Manu Sahdev
Real Estate Advisor
Emirates NBD
25 Knightsbridge,
London
SW1X 7LY
Telephone: +44(0)207 838 2235
Facsimile: +44(0)207 581 0575
Email: ManuS@emiratesnbd.com
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DISCLAIMER
RELIANCE
Emirates NBD Bank PJSC (“Emirates NBD”) uses reasonable eﬀorts to obtain information from sources which it believes to be reliable,
however, Emirates NBD makes no representation that the information or opinions contained in this publication are accurate, reliable or
complete and should not be relied on as such or acted upon without further veriﬁcation. Opinions, estimates and expressions of judgement
are those of the writer and are subject to change without notice. Emirates NBD accepts no responsibility whatsoever for any loss or damage
caused by any act or omission taken as a result of the information contained in this publication. Data/information provided herein are
intended to serve for illustrative purposes and are not designed to initiate or conclude any transaction. In addition this publication is
prepared as of a particular date and time and will not reﬂect subsequent changes in the market or changes in any other factors relevant to
the determination of whether a particular investment activity is advisable. This publication may include data/information taken from stock
exchanges and other sources from around the world and Emirates NBD does not guarantee the sequence, accuracy, completeness, or
timeliness provided thereto by unaﬃliated third parties. Moreover, the provision of certain data/information in this publication is subject
to the terms and conditions of other agreements to which Emirates NBD is a party. Anyone proposing to rely on or use the information
contained in this publication should independently verify and check the accuracy, completeness, reliability and suitability of the information
and should obtain independent and speciﬁc advice from appropriate professionals or experts. Further, references to any ﬁnancial
instrument or investment product are not intended to imply that an actual trading market exists for such instrument or product. The
information and opinions contained in Emirates NBD publications are provided for personal use and informational purposes only and are
subject to change without notice. The material and information found in this publication are for general circulation only and have not been
prepared with any regard to the objectives, ﬁnancial situation and particular needs of any speciﬁc person, wherever situated.
CONFIDENTIALITY
This publication is provided to you upon request on a conﬁdential basis for informational purposes only and is not intended for trading
purposes or to be passed on or disclosed to any other person and/or to any jurisdiction that would render the distribution illegal. The
investor may not oﬀer any part of this publication for sale or distribute it over any medium including but not limited to over-the-air television
or radio broadcast, a computer network or hyperlink framing on the internet without the prior written consent of Emirates NBD or construct
a database of any kind.
SOLICITATION
None of the content in this publication constitutes a solicitation, oﬀer, opinion, or recommendation by Emirates NBD to buy or sell any
security, or to provide legal, tax, accounting, or investment advice or services regarding the proﬁtability or suitability of any security or
investment and further does not provide any ﬁduciary or ﬁnancial advice.
THIRD PARTY
The security or investment described in this publication may not be eligible for sale or subscription to certain categories of investors. This
publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution
would be contrary to law or regulation. It is the responsibility of any person in possession of this publication to investigate and observe all
applicable laws and regulations of the relevant jurisdiction. This publication may not be conveyed to or used by a third party without the
express consent of Emirates NBD. The investor may not use the data in this publication in any way to improve the quality of any data sold
or contributed to by the investor to any third party.
LIABILITY
Anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, oﬃcers, employees, representatives,
successors, assigns, aﬃliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a)
inaccuracies or errors in or omissions from the this publication including, but not limited to, quotes and ﬁnancial data; or (b) loss or damage
arising from the use of this publication, including, but not limited to any investment decision occasioned thereby. Under no circumstances,
including but not limited to negligence, shall Emirates NBD, its suppliers, agents, directors, oﬃcers, employees, representatives, successors,
assigns, aﬃliates or subsidiaries be liable to you for direct, indirect, incidental, consequential, special, punitive, or exemplary damages even if
Emirates NBD has been advised speciﬁcally of the possibility of such damages, arising from the use of this publication, including but not limited
to, loss of revenue, opportunity, or anticipated proﬁts or lost business. This publication does not provide individually tailored investment advice
and is prepared without regard to the individual ﬁnancial circumstances and objectives of person who receive it. The appropriateness of an
investment activity or strategy will depend on the person’s individual circumstances and objectives and these activities may not be suitable for
all persons. In addition, before entering into any transaction, the risks should be fully understood and a determination made as to whether a
transaction is appropriate given the person’s investment objectives, ﬁnancial and operational resources, experiences and other relevant
circumstances. The obligations relating to a particular transaction (and contractual relationship) including, without limitation, the nature and
extent of their exposure to risk should be known as well as any regulatory requirements and restrictions applicable thereto.
FORWARD LOOKING
Past performance is not necessarily a guide to future performance and should not be seen as an indication of future performance of any
investment activity. The information contained in this publication does not purport to contain all matters relevant to any particular investment
or ﬁnancial instrument and all statements as to future matters are not guaranteed to be accurate. Certain matters in this publication about
the future performance of Emirates NBD or members of its group (the Group), including without limitation, future revenues, earnings,
strategies, prospects and all other statements that are not purely historical, constitute “forward-looking statements”. Such forward-looking
statements are based on current expectations or beliefs, as well as assumptions about future events, made from information currently
available. Forward-looking statements often use words such as “anticipate”, “target”, “expect”, “estimate”, “intend”, “plan”, “goal”, “seek”,
“believe”, “will”, “may”, “should”, “would”, “could” or other words of similar meaning. Undue reliance should not be placed on any such
statements in making an investment decision, as forward-looking statements, by their nature, are subject to known and unknown risks and
uncertainties that could cause actual results, as well as the Group’s plans and objectives, to diﬀer materially from those expressed or implied
in the forward-looking statements. Estimates of future performance are based on assumptions that may not be realised.
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DISCLAIMER
RISK
Data included in this publication may rely on models that do not reﬂect or take into account all potentially signiﬁcant factors such as market
risk, liquidity risk, and credit risk. Emirates NBD may use diﬀerent models, make valuation adjustments, or use diﬀerent methodologies
when determining prices at which Emirates NBD is willing to trade ﬁnancial instruments and/or when valuing its own inventory positions
for its books and records.
The use of this publication is at the sole risk of the investor and this publication and anything contained herein, is provided "as is" and "as
available." Emirates NBD makes no warranty of any kind, express or implied, as to this publication, including, but not limited to,
merchantability, non-infringement, title, or ﬁtness for a particular purpose or use.
Investment in ﬁnancial instruments involves risks and returns may vary. The value of and income from your investments may vary because
of changes in interest rates, foreign exchange rates, prices and other factors and there is the possibility that you may lose the principle
amount invested.. Before making an investment, investors should consult their advisers on the legal, regulatory, tax, business, investment,
ﬁnancial and accounting implications of the investment.
In receiving this publication, the investor acknowledges it is fully aware that there are risks associated with investment activities. Moreover,
the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity described in
this publication and to seek separate, independent ﬁnancial advice if required to assess whether a particular investment activity described
herein is suitable, lies exclusively with the investor.
INTELLECTUAL PROPERTY
This publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain
other information sources) through the application of methods and standards of judgement developed and applied through the expenditure
of substantial time, eﬀort, and money and constitutes valuable intellectual property of Emirates NBD and such others.
All present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights
of any type under the laws of any governmental authority, domestic or foreign, shall, as between the investor and Emirates NBD, at all times
be and remain the sole and exclusive property of Emirates NBD and/or other lawful parties. Except as speciﬁcally permitted in writing, the
investor may not copy or make any use of the content of this publication or any portion thereof. Except as speciﬁcally permitted in writing,
the investor shall not use the intellectual property rights connected with this publication, or the names of any individual participant in, or
contributor to, the content of this publication, or any variations or derivatives thereof, for any purpose.
This publication is intended solely for non-commercial use and beneﬁt, and not for resale or other transfer or disposition to, or use by or
for the beneﬁt of, any other person or entity. By accepting this publication, the investor agrees not to use, transfer, distribute, copy,
reproduce, publish, display, modify, create, or dispose of any information contained in this publication in any manner that could compete
with the business interests of Emirates NBD. Furthermore, the investor may not use any of the trademarks, trade names, service marks,
copyrights, or logos of Emirates NBD or its subsidiaries in any manner which creates the impression that such items belong to or are
associated with the investor or, except as otherwise provided with Emirates NBD, prior written consent. The investor has no ownership
rights in and to any of such items.
Emirates NBD is licensed and regulated by the UAE Central Bank.
UNITED KINGDOM
This publication was prepared by Emirates NBD Bank PJSC in the United Arab Emirates. It has been issued and approved for distribution
to clients by the London branch of Emirates NBD Bank PJSC which is authorised by the Prudential Regulation Authority and regulated by
the Financial Conduct Authority (FCA) and the Prudential Regulation Authority in the UK. Some investments and services are not available
to clients of the London Branch. Any services provided by Emirates NBD Bank PJSC outside the UK will not be regulated by the FCA and
you will not receive all the protections aﬀorded to retail customers under the FCA regime, such as the Financial Ombudsman Service and
the Financial Services Compensation Scheme. Changes in foreign exchange rates may aﬀect any of the returns or income set out within
this publication.
SINGAPORE
This publication was prepared by Emirates NBD Bank PJSC in the United Arab Emirates. It has been issued and approved for distribution to
clients by the Singapore branch of Emirates NBD Bank PJSC which is licensed by the Monetary Authority of Singapore (MAS) and subject to
applicable laws (including the Financial Advisers Act (FAA) and the Securities and Futures Act (SFA). Any services provided by Emirates NBD
Bank PJSC outside Singapore will not be regulated by the MAS or subject to the provisions of the FAA and/or SFA, and you will not receive
all the protections aﬀorded to retail customers under the FAA and/or SFA. Changes in foreign exchange rates may aﬀect any of the returns
or income set out within this publication.
Please contact your Relationship Manager for further details or for clariﬁcation of the contents, where appropriate.
For contact information, please visit www.emiratesnbd.com
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25 Knightsbridge, London, SW1X 7LY
www.EmiratesNBD.co.uk
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