


National Context

UK prlmg rents Increased’ on average, { FIGURE 1: GROWTH IN AVERAGE IN-TOWN PRIME RENTS BY REGION (MAY 2006 TO MAY 2007)
2.8% during the 12 months to May 200

This represents a further weakening of th
market over 2004/05 and 2005/067 whe # Static since last year T Increased since last year 4 Decreased since last year 1

rents rose by 4.0% and 3.5% respectively. s« ¢ .
The UK average prime rent has now rise S S —

for 14 consecutive years, with the last fa oy

occurring back in 1992/93. However, whel ™ !

inflation (RPI) is stripped out, the rental l "

level in real terms remains 9% below that «

the late 1980s. This represents a worsenii ' ol {

of the position over the last year, since th . l l [
increase in average rent of 2.8% has be § & ; i &g ¢ & N g I §
well below RPI at 4.3%. Therefore, in re S - § £ £ § 5 ;= 4 = ¢ 2 9
terms, the UK average prime rent actuall C ok - o s j 5

fell during the 12 months to May 2007, the>°""® Colers CRE

first time this has happened since 2000/Olr'egions achieved a higher rate of increagge more prosperous south and east

During 2006/07 all 12 UK regionsthan last year, whereas eight saw a fall f England, where population (and
experienced positive rental growth irtheir rate of growth (sefigure 1). The most expenditure) growth is highest. London has
nominal terms, thus continuing the trend ofresilient rental markets over the past yedseen the best performing region for the
2004/05 and 2005/06. However, only threbave, with the exception of Wales, been isecond consecutive year.

Reg | (@) nal An aIyS|S FIGURE 2: PRIME RENTAL PERFORMANCE: CENTRAL LONDON VS OUTER LONDONVS UK

During the period May 2006 to May 2007
prime rents in London increased, on averag —— Centrallondon == Outer London = UK Average
by 4.9%, the same increase as in 2005/ 280

making it this year’s top performing regior 260

However, a breakdown of this figure show 240

that Central London is this year's bes 20

performing area with a rental increase ¢
5.2% (down from the 6.3% achieved ir
2005/06), whereas Outer London increase
by 4.5%, up from the 2.5% achieved last ye
(seefigure 1).
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Index 1987:

The prime rental performance of Centra 100
and Outer London relative to the UK %
average since 1987 is shownfigure 2
Over the 20 year period Central and Oute .
Source: Colliers CRE

London have both out performed the ouree: motlers

1 0
natlona! average by around 7% and 109 FIGURE 3: ANNUAL PROPORTION OF CENTRES WITH RISING, STATIC & FALLING PRIME RENTS
respectively. Throughout the 1990s botlF o E N A el b))
areas under performed against the U
average, but since the turn of the centur B Centres with falling rents | Centres with static rents Bl Centres with rising rents
both Central London and Outer London  ioo% 1 -
have generally performed better than the s
UK benchmark. w05
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Figure 3 shows the proportion of centres ™"
within London where prime rents have riser %
fallen or remained static each year sinc s
1987/88. An analysis of the rental swini .
during 2006/07 shows that rents in 63% ¢
centres increased, up from 48% in 2005/0
The proportion of centres with static rents
over the 12 months to May 2007 was 379 '**
down from 50% last year, whilst no centre
experienced a decrease in prime rent, &

improvement on the 2% in 2005/06. Source: Colliers CRE
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Centre Performance

The highest rented centres in London a
. FIGURE 4: HIGHEST RENTED CENTRES IN LONDON (AS AT MAY 2007)
at May 2007 are shown ifigure 4.

Old Bond Street is the highest rented centrg I ;
with a Zone A of £700 psf, an increase ( ncrease
27.3%. James Street, last year's hight Decrease
rented centre, has maintained a static rent ¢ since last
£560 psf and has now slipped down t year

Sub-Region

second place. Oxford St: West follows i1 1 Old Bond Street Increase  Central London
third place (£530 psf), whilst Brompton2  James Street 560 560 - Central London
Road and New Bond Street take joint fourtt 3 oxford Street: West 525 530 Increase  Central London
place with Zone As of £525 psf. Brent Crot 4 Brompton Road 525 525 - Central London
E:Egri?a?igrichg.e only centre not located ir 4= New Bond Street 475 525 Increase  Central London

6 Regent Street 435 500 Increase  Central London
Figure 5tracks the performance of the five 7 Sjoane Street 435 450  Increase Central London
highest rented centres in Outer Londor g prent Cross 425 440 Increase  Outer London

since May 1987 (when our records begin

. . . Long Acre 400 425 Increase  Central London
This graph confirms the dominance of Brer 10= Coventry Street 400 400 - Central London
Cross, where the prime rent is now £130 g, ~— i y
higher than that at second place Kingstol 10=Leicester Square 400 400 - Central London

Upon Thames, representing a premium purce: Coliiers CRE
42%. Brent Cross has maintained the to
position for the past 19 years. The battle f
second place over the past 20 years has been
between KingSton Upon Thames and m— Brent Cross = Kingston Upon Thames = [slington
Croydon. During 2006/07 Kingston — Croydon — Bromley

extended its lead even further when £500

Croydon failed to increase its Zone A for the
fifth consecutive year.

FIGURE 5: MAJOR CENTRES IN OUTER LONDON: PRIME RETAIL RENTS (MAY 1987 TO MAY 2007)

£450
£400

The top performing centres in London over
the 12 months to May 2007 are shown in £300 - —
figure 6. Mount Street in Central London is 50

this year’s top performer with rental growth = _
of 50.0%, followed by Old Bond Street - —_—
(27.3%) and Wimbledon (23.1%) in second o

and third places respectively. Six of the best
performing centres during 2006/07 are
located in Central London with five in Outer ©
London. This indicates strong performance
is found throughout the capital and is not
concentrated in any one area. Source: Colliers CRE
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Figure 7provides a geographical illustration e ymrpssp—————————rsy=—rpyyE=—
of prime rents at centres across London as @i\l 2= 2=\ SN A IR (o) A 2600

May 2007. For each centre, the map shows
the absolute rent in terms of Zone A and th 2007 Rental

direction of rental change during the Centre Rent Growth Sub Region
previous 12 months. £psf 2006-2007

The location of the shopping centrel Mount Street Central London
development pipeline throughout Londona 2 Old Bond Street 550 700 27.3% Central London
at May 2007 is shown figure 8. Figures 9 3 \wimbledon 130 160 23.1% Outer London
;inpdelilnoe onb;hesg;ﬁz /y%a&ge gl:]%nt'fzemﬁ 4 Goodge Street 105 125 19.0% Central London
respectively. Overall, there is 6.9 million sq- 5= Baker Street 120 140 16.7% Central London
in the London development pipeline 5= Southall 90 105 16.7% Outer London
through to 2012, of which 1.9 million sq ft 7 Leadenhall Street 130 150 15.4% Central London
(28%) is under construction and a further8 Regent Street 435 500 14.9% Central London
2.9 million sq ft (42%) has planning conseni 9= Catford 40 45 12.5% Outer London
In terms of floorspace, around 27% cg= Hayes 40 45 12.5% Outer London
London's development pipeline is locate g_ \q\yell Hill 80 90 12.5% Outer London
in each of the centres of Newham

and Hammersmith. Source: Colliers CRE
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IN-TOWN RETAIL AUTUMN | 2007

Market Outlook

London retail continues to flourish for boththe department stores in Oxford Stree
retailers and landlords and this is reflectedre carrying out major improvements
in the continuing healthy growth in primeJohn Lewis is close to finalising a £60 millig
rents. As such, the market contrastsnvestment at its flagship store, whilg
with much of the rest of the country, whereSelfridges continues to revamp its premisg
rental growth and consumer demandhe new Primark also enhances the weste
remain weak. section of the street. The northern end

o of New Bond Street is also undergoin
Factors underpinning London's retaily renaissance with lettings to a number

economy include significant populatiorhf major upscale fashion retailers.
growth, a huge employment base anfhe New West End Company’s action plan
substantial and rising numbers of touristshould facilitate and encourage further

All of these groups generate high levelgnprovements across the area.
of expenditure on retailing in the capital.
In Outer London, retail is dominated by the

In response to buoyant consumer and retaiuge pipeline of shopping centre
demand, the West End is at last regeneratingkvelopments led by Westfield’'s scheme at
itself. Along Regent Street, the Crownwhite City and Stratford City (both circa
Estate’s £500 million modernisatiori.6 million sq ft). Other major schemes are
programme is delivering an improving retapgroposed for Elephant and Castle and
focus and creating the large destinatio@€roydon, whilst there are plans to further
units so much in demand. Similarlyextend Brent Cross.

W Under Construction With Planning Consent Bl Proposed
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M Croydon

M Barnet

W Other

. 27%

9% = Proportion of gross retail floorspace
in the development pipeline for London

Source: Colliers CRE

267 OFFICES IN 57 COUNTRIES ON
6 CONTINENTS

USA 95

Canada 17

Latin America 17
Asia Pacific 53
EMEA 85
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9 Marylebone Lane
London

W1U 1HL

Tel: 020 7935 4499
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Stuart Melrose
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Disclaimer

This report gives information based primarily on
published data which may be helpful in anticipating trends
in the property sector. However, no warranty is given as
to the accuracy of, and no liability for negligence is
accepted in relation to the forecasts, figures or
conclusions contained in it and they must not be relied
on for investment purposes. This report does not
constitute and must not be treated as investment advice
or an offer to buy or sell property.
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