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With the Elizabeth line finally looking likely to open by the
summer of 2022, crossing the existing north/south Thameslink
line at Farringdon, Midtown is truly going to be positioned as
the Centre of London.
The office market will see an emerging split between areas
in need of significant regeneration and repositioning such as
Fleet Street versus well developed, established vibrant areas like
Covent Garden and Bloomsbury. It’s going to be an exciting
year of increasing optimism and change which we look
forward to being part of.
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The amount of available office stock will stabilise and slowly start to fall as the first
half of the year progresses. The dearth of high-quality space will open opportunities
for Landlords to refurbish secondhand stock but the quality of the refurbishment and
additional amenities will be critical for the space to let well. With several large-scale
development sites waiting for the nod to start, history shows that those brave enough
to proceed at the start of the upward cycle will prosper – in our view, the timing is
now, albeit the nervousness over construction costs and labour shortages will play an
important role in any imminent decision making.
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Take-up levels will improve considerably in 2022, especially in comparison to 2020
and 2021 levels, albeit occupiers will need to keep an eye on staff cost increases and
the risk of inflationary pressure generally. The flight to quality will continue but will
increasingly be more about the adaptability of space, the amenity provided by the
building and the buildings environmental, sustainable, and Well credentials – driven
by the intensive war for talent. This in turn will lead to a greater need for buildings to
adopt smart technologies to measure and drive a buildings energy performance.

www.farebrother.com

Jules Hind
jhind@farebrother.com

Anticipation is building for the imminent release of some of the most up to date office
stock in Central London. Yields for these buildings will be keen as they strike a chord
with global investors, eager to secure assets that meet (and ideally exceed) current ESG
credentials. We expect that a significant proportion of the poorer office stock will be
sold off, as some building owners shy away from the inevitable and unavoidable capex
requirement to upgrade. The raising of the EPC bar and tenant demands will create a
widening gap in capital values between high quality and the virtually unlettable stock;
we will, however, see continued appetite for the latter, as the value-add investors target
opportunity through refurbishment.
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During 2022 tenants will continue to seek nil increases in their reviews, with some rents
falling on renewals, due to their properties being second-hand and not shiny and new.
As much as landlords may see some confidence coming back into the better part of
the market, keeping tenants is still a very beneficial course of action, therefore regears
and lease extensions are good sources of opportunity for tenants. The more you know
your landlord and what they are trying to achieve and can physically undertake, will
undoubtedly be time well spent at getting the best financial deals.
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The Retail and Leisure market is starting to gain traction and we only see this
accelerating in 2022 with the most challenging market conditions now behind us.
Integral to this will be the continued sensible and flexible approach to lease terms
being adopted by both Landlords and Tenants helping to fill voids such as base and
turnover rents. We expect to see a new wave of Retail and F & B operators entering the
market taking advantage of favourable post pandemic conditions.
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We expect more consultation on pertinent issues such as the Decapitalisation Rate in
England for the 2023 Business Rates revaluation, the potential for an online sales tax and
rating relief to reward investment and improvement of property. As we enter 2022/23
– the last year of the 2017 rating list period – retail rates relief is due to be set at 50%,
upward transitional relief extended for small and medium properties but all downward
transition removed. We also expect to see the support for small business scheme
extended plus further consultation on digitising the rates system, tackling avoidance &
evasion and future levels of transitional relief.
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