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Lisney has recently completed two
significant investment property deals
which are together worth almost
£4 million. The properties, which were
sold to separate private Northern
Ireland investors, attracted significant
interest from across the UK.

The AAH Pharmaceuticals Distribution
Centre on Belfast’s Prince Regent
Road was sold for £2.5m in a
sale-and-leaseback arrangement
negotiated by Lisney. The company
was working on behalf of the
pharmaceutical business, which is
part of the Lloyds Pharmacy Group -
one of the largest pharmaceutical
distributors in Europe. The sale price
reflects a 7.33 per cent net initial yield.

The other deal was the sale for £1.3m
of a unit at Lisburn Business Park
on the city’s Hillsborough Old Road.
The building had an existing tenant -JP
Corry Holdings - and produces a rent
of £100,000 per annum. The sale price
reflects a 7.35 per cent net initial yield.

Cil l ian Hennessey of Lisney's
investment department says the
deals illustrate that local investors
with access to cash are prepared to
invest in good properties with a
strong income.

“Both properties attracted significant
interest from investors across the
UK and attained good prices for
our clients which are in excess of
prices being achieved for similar
properties elsewhere in the UK,”
he points out.

“The investment market across the
UK and Ireland has been extremely
difficult in recent months, so these
new deals indicate that some level of
confidence is returning to the market,”
he adds.

The Prince Regent Road property
comprises industrial distribution
premises incorporating single storey
office accommodation and providing
a total of 55,808 sq ft on a site of
approximately 3.1 acres.

The lease taken by AAH on the
property is for a term of 15 years
without break, with an initial rent
of £190,000 per annum.

The unit at Lisburn Business Park
comprises a showroom and warehouse
building with a total of 15,556 sq ft
on a site of 1.8 acres.

See investment market analysis on
page 2.

Lisney completes significant
investment deals

With the UK economy still to emerge from recession, the
question I am continually asked is: “are there any positive
signs  of improvement in the commercial property
market?” The effects of recession hit home in the late
summer of 2007 and have left a significant number of
property investors and occupiers with negative positions
on their holdings. Whilst we have seen values in all
sectors falling substantially and at incredible speed, the
rate of decline has now slowed and we are starting to
see some stability in many of the markets in which we
are active. How positive a sign this is, time will tell.
However, the fact that many of the major G7 economies
have now emerged from recession can only help.
 
What concerns most commentators is the overhang from
the dramatic fiscal and monetary measures that the
government introduced to reduce interest rates and inject
capital into the economy. At some point, the taxpayer
will have to foot the bill for this, and there is general
agreement amongst the political parties that taxes
will have to go up. This will hit consumer confidence
and spending power and will not be good news for
the economy.
 
But of more concern to the property industry is the lack
of available credit and the lack of competition in the
banking sector for property lending. This has allowed
banks to increase margins and arrangement fees and
reduce their loan-to-value ratios. These conditions, in
combination with banks having to deal with their existing
impaired loan books, have contributed significantly to
a stagnant property market. The uncertainty over how
the Irish banks will deal with NAMA has also not helped.
 
So are there any positive signs of improvement in the
commercial property market? London is certainly most
likely to be the first part of the UK to emerge from
recession and there are indeed definite signs of
improvement in the London property market. Yields are
starting to improve and demand for retail space in prime
locations is strong. There is also considerable capital
waiting to be invested from non-leveraged funds for
prime assets.
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Office and Industrial Market

Recent months have witnessed some
reawakening of private investor confidence,
evident in the high level of activity at the
auction rooms. This is because investors
with cash deposits are seeing their returns
diminished due to low interest rates and
therefore regard commercial property
yields as increasingly attractive. This is
particularly the case for well-let, strong
income opportunities.

The investment market had deteriorated
significantly since mid-2007, when the

‘Credit Crunch’ began to take effect, resulting in a severe
shortage of funds for lending to support property acquisitions.

From July 2007, the cost of what little funds there were available
for lending rose on the back of rising three-month LIBOR rates

and both higher lending margins and arrangement fees. Loan
to value ratios were tightened, resulting  in much higher equity
levels being required to purchase commercial property.

By Christmas 2007, average values had reportedly fallen by 15
to 20 per cent. Redemptions in the retail funds in Q4 2007 were
large. They over-ran many of their cash positions, resulting in
forced selling by the institutions and the imposition of restrictions
on further redemptions.

The effects of the ‘Credit Crunch’ continued to intensify, with
finance rates increasing, and as the economy continued to weaken,
investor confidence deteriorated further and values continued
to fall.

Recent months have seen private investor confidence returning
and this is expected to rise further as interest on cash deposit
accounts is expected to remain low, combined with the fact that
values have started to stabilise and in some cases harden.
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Investment Market

by Andrew Marsden

The Nor thern
Ireland economy
began to slow
during the middle
of 2007 and is
e x p e c t e d  t o
expe r i ence  a
contraction of
around 4 per cent
during 2009. As a
result, there has

been a significant easing of office tenant
demand and a perception of downward
pressure on rents.

There are considerable stock levels, with
the approximate stock of grade A space
currently totalling 350,000 sq ft and a
pipeline of office space totalling 250,000
sq ft under construction. By bringing
more space to the market, it is expected
that there will therefore be further
downward pressure on rents in the short
to medium term.

Whilst this would appear to be gloomy
news, it undoubtedly creates opportunity
for occupiers prepared to relocate, with
landlords keen to secure deals. One other
notable trend in the market is a growing
interest in re-gearing existing leases. This
is precipitated by a landlord’s desire to
ensure a tenant going forward. In return
for an extended lease term and forfeiting
break clauses, many tenants are securing
incentive packages.

Looking to next year, it is expected that
the Northern Ireland economy will have
returned to an initial growth phase by
spring 2010 and that increasing office tenant
demand will occur as the year goes on.

One word of caution however is that
with cuts in public spending seemingly
inevitable and with Northern Ireland’s
public sector-dependence, the economy
will experience a slow recovery. 2010
is therefore expected to be another
difficult year in the local office market
for landlords.

With regard to the industrial market,
there are a number of significant live
requirements at present. These tenants
are well placed to negotiate strongly
regarding rents and packages as there
is a large amount of space available.
Rents have been under pressure, with
a number of schemes being offered
at rents of between £2 and £3 per sq ft.

One notable trend is a number of design
and build schemes on the road to
Dublin, which some commentators have
called the ‘Euro Route’. With road access
between Belfast and Dublin being
significantly upgraded, there are a large
number of businesses seeking to position
themselves along this route.

by David McNellis

email: dmcnellis@lisney-belfast.com
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Acting on behalf of the landlord, Lisney
has re-geared an existing lease with
tenant Norfolkline. Lisney’s Andrew
Gawley, who negotiated on behalf of
the landlord, says: “This has included
the removal of two break options, the
bringing forward and agreement of a
rent review and the letting of additional
new office space to the company to
allow it to consolidate its Northern
Ireland operations in one location”.
Norfolkline now occupies 20,000 sq ft
at the facility on Belfast’s West
Bank Road.

Re-gear and letting
at West Bank Road

A leading dental care provider has
secured a site for the first of 15 practices
it plans to open across Northern Ireland.
Oasis Dentalcare - which recently won
a major NHS dental care contract - is
to let a 2,750 sq ft unit at the Timber
Quay development on Londonderry’s
Strand Road in a deal brokered by
Lisney. The company, which currently
has 170 practices across England and
Wales, will open the new Derry practice
at the end of the year, with the
other 14 to follow throughout 2010.

Dental letting at
Timber Quay

Market Analysis
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Market Analysis Major new tenants for Derry’s
Crescent Link

Retail Market

Three well-known multiple retailers have been signed as tenants for
the prestigious Crescent Link Retail Park in Derry. Mothercare, Dreams and
Next have all been secured for the 275,000 sq ft scheme in deals brokered
by Lisney.

Dreams and Mothercare will each occupy newly built 7,500 sq ft retail
warehouse units at the park. Next has opened in a 15,000 sq ft unit
previously occupied by MFI.

Lisney associate director, Nicky Finnieston, says: “There is quite a lot of
availability in the market due to retail administrations, so we are pleased
to have been able to secure such prestigious tenants for the scheme. The
owner is pleased with the quality of the tenants and with the rents agreed.”

Crescent Link is the second largest retail park in Northern Ireland
and boasts a large representation of multi-national retailers, including
Marks & Spencer, Tesco, Homebase, Currys, PC World and Toys R Us.

by Nicky Finnieston

Prime Castle Court unit for Orange
Orange has acquired a 1,500 sq ft unit (unit 29) on the prime pitch of the
ground floor at Westfield’s Castle Court Shopping Centre, Belfast on a
10-year lease. Lisney, brokered the deal in what will be a relocation of
their Royal Avenue store. This follows Orange’s new Victoria Square unit,
which Lisney acquired for the company in 2008.

email: nfinnieston@lisney-belfast.com
Direct dial: (028) 9050 1554

The retailing environment
remains difficult throughout
the UK. However like-for-like
sales for the three months
to August 2009 were
up 0.8 per cent on 2008 and
total sales were up 2.5 per
cent, according to the British
Retail Consortium. July itself
showed growth of 1.8 per
cent like-for-like and 3.6 per
cent overall.

These figures, combined with a raft of recent
positive trading reports from retailers including
John Lewis, Marks and Spencer, Mothercare,
Arcadia, Home Retail Group, WH Smith and many
others, are encouraging and will give retailers a
much-needed boost. They also indicate that
consumer confidence is improving as we look to
be coming out of recession.

With the majority of new retail development being
shelved for the time being, the availability is
coming in the form of vacant retail units, mostly
created by administrations. Vacancy rates are at
an all-time high, especially in secondary locations.
In Belfast alone, there are approximately 60 retail
units in prime locations totalling around 125,000
sq ft available to let.

However, recent high profile lettings in Victoria
Square, with international fashion retailers Hollister,
Timberland and Kurt Geiger all recently taking
units, help underpin the quality of retailing
in Belfast.

Retailers are in a strong position to do attractive
deals in terms of rents and flexibility of terms
as landlords seek to fill voids and replace
lost cashflow.

In terms of demand, there is a selective amount
with a particular emphasis on the value and
food retailers. They see this as a time to agree
cheap deals with landlords. Retailers with
active requirements in Northern Ireland include:
Poundland, Next Home, Homesense, Caffe Nero,
Semichem, B&M Bargains, and Home Bargains.

As the economy begins to stabilise and consumer
confidence starts to return, it is likely that the
rate of retail casualties and administrations will
decrease. However retailers are likely to consolidate
their portfolios and close under-performing
branches where possible.

Acquisitive retailers will certainly continue
to drive hard bargains in terms of rent and
incentive packages.
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Property and Asset Management

by Gareth Johnston

Property and Asset
M a n a g e m e n t
moved sharply up
the agenda of
property owners
across the UK and
Ireland as the
effects of the credit
crunch took hold
and remains firmly
at the forefront of
their priorities.

Tough trading conditions have seen
many tenants unable to fulfil payment
obligations, with some seeking to move
from quarterly to monthly rents. In addition,
the increase in tenants going into
administration has led to diminished
cash flows, putting further pressure on
landlords. As a result, there has been
an increase in owners deploying a short
to medium term strategy to maximise
rental income through temporary lettings.

Given these difficulties, our performance
in collection of rents and services charges
has remained high, achieving over 90 per
cent collection of all monies due within
two weeks of the due dates.

With an increase in the amount of vacant
space appearing across the portfolio, we
have been working closely with our
colleagues in the Professional Services
department on Void Management Strategies
for our clients. Our creative solutions have
achieved substantial savings in void costs
for landlords, particularly with respect to
vacant rates.

Current economic conditions have also
seen banks become increasingly reluctant
to provide funding for capital expenditure
on property, or incentives for in-coming
tenants. This has required a more structured
approach to be taken with regard to
Asset Management.

Working closely with our clients in building
detailed Asset Management strategies
has helped numerous cl ients to
achieve favourable results with lenders.

Another notable trend is a movement of
local investors with assets in GB away from
GB agents to Northern Ireland agents.
Northern Ireland investors appreciate the
ease of access and personal touch that
local agents can provide.

As a result, our management department
has continued to grow and is busier than
ever, taking on several new instructions in
2009 both at home and in GB. Our team
continues to help property owners keep
cash flowing in and maximise returns from
their assets.

Media reports claim that the effects of the
credit crunch have been easing and there
has been some more positive economic
data emerging, which suggests that the
recession may soon come to an end.
However, the environment for property
owners will remain challenging and positive
management will therefore remain very
much the order of the day for some time
to come.

email: cokane@lisney-belfast.com
Direct Dial: (028) 9050 1516

An opportunity has arisen by virtue
of the market to obtain improved terms
on lease renewal or to simply re-
negotiate your existing lease by
agreement. Whilst primarily this
provides an opportunity for well-
advised tenants to reduce costs,
landlords will benefit from securing
occupancy and income for an extended
period.

In Northern Ireland, “business tenants”
have security of tenure. This means
that at the end of a tenancy, the tenant
has the right to renew their lease under
the Business Tenancies (Northern

Ireland) Order 1996. However, like nearly all matters controlled
by statute, it is not quite as simple as that. Whilst it applies to
most tenancies, it doesn’t apply to all, and the landlord can obtain
vacant possession on certain grounds.

The most important point to note on renewal is that the rent
under the new lease will be revised to the open market rental
value. This is particularly relevant now, because during the course
of most commercial leases, the rents are reviewed on an upwards
only basis; in other words, they couldn’t go down. However on
lease renewal, the rent can fall.

While the Order provides the parties with a structure and well-
defined route for resolving the terms of the new lease, the parties
are free to agree whatever they like at any stage. Neither party

can make the other do anything, but both parties’ motivation for
re-negotiating the lease is likely to be driven by proximity of the
lease expiry or an option to break, coupled with the tenant’s
desire to reduce costs and the landlord’s desire to improve income
security and avoid vacancies. This combination of factors often
provides the rationale for both parties to sit down and talk.

Although the present market conditions favour occupiers, landlords
can also benefit from entering into lease renewal or renegotiation
discussions. A longer new lease term provides security of
income and the foundation for medium to longer term asset
value recovery.

Securing the renewal or the successful re-negotiation of a lease
nearing expiry will remove uncertainty, ensure that there isn’t a
vacancy, and avoid the additional costs associated with that
consequence. Taking a pro-active approach will provide comfort
for lenders and they are likely to support any efforts to improve
income security.

Although, in certain cases, the rents received may have fallen in
the short-term, the removal of uncertainty as lease expiries
approach will provide a positive impact on capital value.

For landlords, doing something rather than nothing and hoping
for market recovery has to be the right approach, particularly as
expiries loom on the horizon and once a deal is struck and
uncertainty removed from the equation, all the preparation that
can be made for the market recovery has been made.

email: gjohnston@lisney-belfast.com Direct Dial: (028) 9050 1521
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