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Introduction and Overview

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

The key take-aways from our report are: 

 
  

Overall take-up in 2016
was 38% up on 2015 and
posted the second highest
level in the past 10 years. 

 
 

Retailers were the most
active source of demand

in 2016. 

 Grade A availability gradually declined over the
course of 2016, off the back of strong demand
and a slowdown in speculative development.  
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SLOW
DOWN

Following a year of strong demand,
further rental growth is expected this year despite

an expected slowdown in economic growth.

 
  

The prime end of the investment market
remains strong and prime yields are back at

pre-Brexit levels and in some locations yields are
trending sharper than before the referendum. 

RENTAL
GROWTH
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Economic Context

The UK economy proved remarkably resilient in the second half of last 
year following the Brexit vote, but the consensus view is that 2017 will see 
growth slow down quite significantly. The latest HM Treasury average of 
new forecasts shows growth decelerating from around 2.1% in 2016 to 
1.2% in 2017. 

This weakening is largely attributable to an expected moderation in 
consumer spending, which accounts for more than 60% of GDP growth 
and which has been the engine of growth over recent years.  Consumer 
spending is anticipated to slow due to higher inflation, which in turn is 
largely attributable to the weaker pound post-Brexit, the full effects of which 
have still to work through. Rising oil prices, following OPEC’s decision to cut 
supply, could add to this.

There is little prospect of the other components of GDP taking up the slack: 
investment is likely to be restrained by the uncertainty surrounding the 
Brexit negotiations, which will get underway when the Government triggers 
Article 50; and, with the Government continuing to press ahead with further 
fiscal tightening, there will be little support from public spending. 

Although the weaker pound should provide a boost to exporters, lacklustre 
growth across Europe will limit the upside, with political uncertainties - 
including elections in France and Germany - adding to downside risks.  

On balance, therefore, 2017 is likely to see lower growth and higher inflation 
– and overall growth is likely to stay at relatively modest levels over the next 
couple of years. 

This outlook suggests that conditions are likely to become more challenging 
for the major corporates that occupy space and drive the logistics 
market. However, off-setting this will be the positive structural drivers of 
demand - most clearly the continuing growth of e-commerce - and the fact 
that corporates will continue to look to their supply chains and physical 
distribution networks to drive improvements in service and to lower costs. 

We expect a more bumpy road in 2017 and, on balance, a lower level 
of occupier demand and take-up compared with 2016. However, we are 
still aware of a substantial volume of active requirements, which outstrip 
available supply in all major regions.  Overall, therefore, we remain 
positive about the market’s ability to weather what looks like a challenging 
year ahead.  

Consumer spending 
is anticipated to slow 

due to higher inflation, 
which in turn is largely 

attributable to the 
weaker pound post-

Brexit, the full effects of 
which have still to work 

through.
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Occupier Take-up & Demand

Occupier take-up of Grade A industrial and logistics floorspace totalled 13.7 
million sq ft in the second half of 2016, 35% up on the first half of 2016 and 
59% up on the second half of 2015.  Overall in 2016, 23.9 million sq ft was 
taken up, 38% up on 2015 (17.3 million sq ft) and the second highest year of 
take-up on record where our Grade A numbers go back to 2007.  Only 2010, 
when 24.8 million sq ft was transacted, recorded a higher level of take-up.  
Take-up in 2016 was 37% up on the average level of demand over the last ten 
years (2007-2016).  

Of the 23.9 million sq ft of Grade A space taken up last year, approximately 
19.9 million sq ft comprised new floorspace with the remaining 4.0 million sq ft 
consisting of good quality secondhand space.  The amount of new floorspace 
taken up in 2016 was 54% up on 2015, whereas the take-up of good quality 
secondhand floorspace dropped 8%. The take-up of new floorspace in 2016 
was the highest on our records dating back to 1995.

The take-up of new floorspace in 2016 was also 64% up on the ten-year 
average (2007-2016).

The majority of new floorspace taken up in 2016 comprised new Build to Suit 
(BTS) space, rather than speculatively developed space.   Around two thirds 
of all new floorspace taken up in 2016 was BTS, totalling 13.2 million sq ft.  It 
should be noted that we only include build to suit (BTS) units in our take-up 
data where planning permission has been secured.
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Regionally, the East Midlands accounted for the largest share of take-up 
in 2016, at 21% of the total transacted.  The West Midlands accounted for 
a 19% share and the Greater South East (South East, East and London) 
accounted for 18%, Yorkshire & Humberside accounted for 13% of demand 
and the North West and the South West both took a 12% share.

Retailers accounted for the largest share of floorspace taken up in 2016 
(58%). Manufacturers took 17% of demand and logistics companies were 
responsible for 15%.  ‘Other’ companies such as building trade suppliers 
Screwfix, Toolbank and Tile Giant recorded 10% of total take-up last year. 

Two retailers in particular were very active in 2016 taking a number of units 
across GB. Amazon and Lidl combined accounted for 39% of total demand in 
2016.  Amazon agreed terms on 6.1 million sq ft of Grade A floorspace and 
Lidl on 3.2 million sq ft.  It should be noted that JLL records the gross internal 
floor area for each transaction and has not included permanent mezzanine 
floorspace in our figures, such as what Amazon is building at it’s new 
fulfilment centre in Tilbury. 

The level of take-up posted by Amazon last year is without precedent 
– exceeding any take-up in a single year by any one occupier over the 
preceding 21 years for new space or ten years for Grade A space. Amazon’s 
volume of take-up this year comes off the rapid expansion of its business.  In 
2016 Amazon took a number of large 1 million sq ft + fulfilment centres plus 
facilities for Amazon Fresh and Amazon Dash.  Although we expect Amazon 
to continue to acquire a significant amount of new space in 2017, we do not 
anticipate them taking the same volume of floorspace this year as last. 

Given Amazon’s strong activity in 2016 this has also resulted in a high 
percentage of floorspace taken up for direct internet fulfilment.  
Approximately 31% of all floorspace taken up in 2016 was for dedicated 
internet fulfilment centres.  

With the UK economy expected to slow this year, we expect that this could 
have a knock on effect on occupational demand and as a result we expect 
demand in 2017 to be lower than 2016, although still at, or above, the long-
term average.   

Millions sq ft
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Key Deals in H2 2016
Location Occupier Size (sq ft)

 London Gateway Logistics Park Lidl 187,000

 Markham Vale, Derby Great Bear 480,000

 Prologis Park Fradley Screwfix 562,000

 Revolution Park Chorley GA Pet Foods 184,000

 iPort Doncaster Amazon 1,080,373

 Central Park Rugby Davis Turner 130,000

 Eurocentral, Glasgow Lidl 624,000
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Available Supply

At the end of December 2016, Grade A availability stood at around 12.4 
million sq ft, of which 7.65 million sq ft was in new floorspace with the 
remaining 4.77 million sq ft consisting of good quality secondhand floorspace.  
The 7.7 million sq ft of new floorspace available includes around 2.5 million sq 
ft speculatively under construction.  

At the end of December 2016 total Grade A availability was 11% down on 
the level at mid-2016, reflecting a slowdown in speculative completions and 
robust take-up in the second half of the year.  New supply was 19% lower 
whereas secondhand space was up 8%, reflecting a degree of consolidation 
activity in the market.  

The Brexit vote on the 23 June 2016 resulted in a more cautious approach 
from investors and developers and this caused a slowdown in speculative 
development in the second half of the year. In fact, overall speculative 
development slowed down significantly over the course of 2016. At the end 
of 2015 6.2 million sq ft of big box floorspace had been speculatively under 
construction and available nationally. By mid-2016 this had fallen to 4.6 million 
sq ft and by the end of 2016 to 2.5 million sq ft.   

The overall level of availability represented a national vacancy rate of around 
5% compared with our estimate of the total Grade A stock. A number of 
regions including, Yorkshire & Humberside, North West, South West, Eastern, 
North East and Scotland had vacancy rates below the national average. 

Key New Availability at the end of December 2016
Region Unit/Scheme Size (sq ft)

 South East Magna Park, Milton Keynes 186.443

 London Heathrow Logistics Park 109,893

 Eastern London Gateway Logistics Park 165,000

 West Midlands Carbon 207, Coventry 207,340

 East Midlands DIRFT 115,000

 East Midlands Magna Park Lutterworth 186,097

 Yorkshire & Humberside iPort Doncaster 190,000

 North West Logistics North Bolton 175,000

 North West Kingsway Rochdale 216,000

Compared with the average level of take-up over the last ten years (2007-
2016), available Grade A supply at the end of 2016 represented less than 
12 months of demand (c.8.5 months).  Coupled with a vacancy rate of just 
5% this suggests that despite an expected slowdown in the UK economy, 
the market is still balanced in favour of investors / developers rather than 
occupiers and, as a consequence, we anticipate that some locations will 
register further rental growth in 2017. 
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Speculative Development

At the end of December 2016 there were 14 big box units speculatively under 
construction nationally totalling 2.5 million sq ft.

The majority of floorspace speculatively under construction was in the West 
Midlands where there were six units under construction totalling 1.2 million sq 
ft.  This was followed by the Greater South East where there were five units 
speculatively under construction totalling 836,000 sq ft.  

At the end of 2016, 70 units had been speculatively developed since the 2009 
recession totalling 13.5 million sq ft.  Approximately 63% of this total had been 
let, 6% was under offer and 31% was available.  Of the units that had been 
let, the average void period was five months, assuming a void period of zero 
for units let before practical completion.  

At the end of 2016 we estimate that the development pipeline of big box 
schemes that could be speculatively developed over the next 12 to 24 months 
totalled around another 3.3 million sq ft nationally.     

Rents

JLL monitors 31 distribution locations nationally. Over the 12 months to the 
end of December 2016 prime headline distribution rents increased in 23 of 
the 31 locations nationally, and overall rents rose by 5% nationally on an 
unweighted basis.   

As previously mentioned, the only year to record stronger occupational 
demand than 2016 was 2010.  However the key difference between 2010 and 
2016 was that 2010 was a year of abundant supply and cheap deals – a very 
tenant favourable market.  However, the market in 2016 was firmly landlord 
favourable and the levels of take-up reflect a more robust market, with 
fundamentally different market drivers.       

Our latest model-based forecasts (November 2016) suggest that, based on 
the MSCI (IPD) distribution warehouse market segment, rents will grow by 
around 2.6% pa over the next four years, 2017-2020.  We are also forecasting 
the industrial sector overall to outperform other sectors in terms of rental 
growth over the next four years (2017-2020). 

2.5million sq ft  
under construction  

and available

14 
units

2.5m

Our latest model-based 
forecasts (November 2016) 
suggest that, based on the 
MSCI (IPD) distribution 

warehouse market segment, 
rents will grow by around 
2.6% pa over the next four 

years, 2017-2020. 
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Supply and Take-up

Supply and Take-up of new floorspace in the 
Big Box Logistics market at December 2016

Source: JLL
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Investment Market

Overall industrial investment volumes totalled £5.6bn in 2016 and were 
around 40% higher than the average for the past ten years. Investment 
volumes were high in Q1 2016 but stalled in Q3 post the Brexit vote in the EU 
referendum. However, transactional activity recovered strongly in Q4. 

Following the initial shock of the referendum result in June, the post ‘Brexit’ 
UK investment market appears to have emerged less affected than initially 
feared. The initial reaction was driven by investors in the retail funds having 
to action large redemptions immediately following the referendum.  However, 
redemptions subsequently subsided, reducing the need for these funds to 
continue with their sales programmes. In Q4 several of these funds started to 
receive positive cash inflows and started to look at reinvesting into property. 
This was demonstrated with several UK institutions competing for prime 
logistics assets at the end of the year. 

Investors continue to be attracted by the sector’s strong fundamentals, 
including secure income streams and a strong underlying occupational story 
when compared with other UK property asset classes. Demand from both 
UK and foreign investors remains positive for prime assets particularly with 
reversionary potential and indexed linked reviews. 

Pricing for prime assets tightened over 2016 despite the Brexit vote resulting 
in a widening of the arbitrage between core + and secondary stock. A 
substantial influx of capital from Local Government Authorities was a key 
factor driving pricing as these were able to bid very competitively due to low 
costs of capital. The other most active and competitive purchasers for logistics 
assets in 2016 included Tritax, LondonMetric, Royal London, Aberdeen, 
CBREGi, M&G, L&G and overseas investors. 

We believe these trends and investor demand for logistics assets will continue 
this year as the occupational market remains robust.  We believe pricing for 
prime logistics assets will remain stable or even improve in the short-term 
if investor demand intensifies. We also expect the market trend for core + 
and secondary assets to be stable, although this will be more sensitive to 
occupational market sentiment. Should the retail funds continue to receive 
inflows this can only have a positive impact on the market. Overall our 
forecasts highlight that logistics will deliver superior total returns compared 
with offices and retail over the next four years 2017-2020. 

Key Investment Deals in H2 2016
Scheme/Unit Size (sq ft) Yield Price 
The Works, Black Velvet, Hams Hall 183,436 4.85% £22.31m
Findel, 1 Molison Avenue, Enfield 144,748 4.70% £24.27m
One Stop, Europort, Wakefield 121,098 5.65% £9.5m
The Entertainer, Banbury Cross 238,206 5.25% £19.08m
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Conclusions and outlook 

• 2016 was another strong year for the UK logistics market in 
terms of corporate demand activity, with take-up hitting its highest 
level since 2010.  With available supply also falling, the end 
of year void rate stood at just 5% and rents continued on an 
upward trajectory. 

• These strong market fundamentals helped the investment market 
weather the immediate Brexit storm and then stage a recovery in 
the final months of the year. 

• 2017 looks likely to see some re-adjustment. Although our 
tracking of occupier requirements shows that corporate demand 
remains strong, we think the overall level of demand and take-up 
this year will ease back compared with 2016 as the UK economy 
slows down.  But we do not expect a dramatic fall.  Indeed, with 
supply at a low level and developers proceeding with caution, we 
expect the market to maintain a reasonable balance with certain 
prime locations continuing to see rental growth.

• Against this background, we expect the logistics market to 
remain highly attractive to investors. At this stage in the cycle, 
the defensive nature of the asset class with its relatively secure 
income return should support good performance.  

• JLL’s latest model-based forecasts shows logistics outperforming 
offices and retail in terms of total returns over the next four years 
2017-2020. 2016 was another 

strong year for the UK 
logistics market in terms 

of corporate demand 
activity, with take-up 

hitting its highest level 
since 2010. 
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