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Top of the Asset Class

St Modwen Park Burton

After what has been a hugely challenging year across the world, the pandemic has led to a structural 
shift in consumer behaviour and a big impact on the Logistics & Industrial market across the UK. 

In the Midlands we have seen record levels of take up on buildings above 50,000 sq ft. Even though approximately 18% of 
take up can be directly related to the global coronavirus pandemic, this year has far exceeded expectations following the first 
quarter of shut down. 

The accelerated shift to online during the pandemic throughout 2020 has rocketed the Logistics & Industrial sector to the top 
of the Christmas list for many investors, a trend that we expect to continue for years to come, especially as the sector matures 
further. Investors are attracted to the supply demand imbalance and the resultant actual and future rental growth potential. 

Occupier demand and investor sentiment is at an all time high, and with a continued squeeze on supply in 2021 there is likely 
to be further growth in the region. 



0 5 10 15 20 25 30 35 40

50,000 - 99,999

100,000 – 249,999

250,000+

No. Transactions

Sq
 ft

 S
ec

to
r

Transactions

Midlands Logistics & Industrial Insight Report – 2020 Review

The Midlands market has experienced levels of take up not seen since 2014 equating to 17.01m sq ft on 
buildings above 50,000 sq ft, 25% above the 5 year average.

Knight Frank LOGIC data for the Midlands has recorded the following levels of take up during 2020:

Headline transactions have been as follows:

Size (Sq Ft) Take Up (Sq Ft) Number of Transactions Average Size (Sq Ft)

50,000 – 99,999 847,678 12 70,640 

100,000 – 249,999 5,616,519 35 160,472 

250,000 + 10,549,480 22 479,522 

TOTALS  17,013,677 69 246,575 

 Address Developer / Landlord Occupier Size (sq ft)

Prologis DIRFT Daventry Prologis Royal Mail 840,000

East Midlands Gateway Kegworth SEGRO DHL 670,000

Panattoni Park Nottingham Panattoni Amazon 550,000

Prologis DIRFT Daventry Prologis Clipper 535,000

Hinckley Park Hinckley IM Properties Amazon 532,000

Transaction volumes per size:



2,000,000

1,000,000

3,000,000

5,000,000

7,000,000

9,000,000

11,000,000

0

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

West Midands East Midlands

Existing Build to Suit

8,000,000

9,000,000

10,000,000

11,000,000

12,000,000

13,000,000

14,000,000

15,000,000

16,000,000

2016 2017 2018 2019 2020

The East Midlands recorded 67% of transactions in 2020 totalling 11.3m sq ft. Of this approximately 40% were on a build 
to suit basis.

This year has recorded the highest levels of take up in the Midlands over recent years, almost 25% over the 5-year average.

The Midlands has experienced rental growth over the past twelve months, with headline rents achieving £6.95 per sq 
ft above 100,000 sq ft. The gap between new and good quality second hand space has closed with occupiers 
valuing existing fit out. 

Transactions by region:

Midlands take up over past 5 years:
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Demand has been strong throughout 2020 and there have been some stand out performers…

The sector has again been dominated by the distribution 
markets, accounting for 90% of total transactions. Third 
Party Logistics and end user distribution companies 
have been the most active occupiers taking 70% of 
total transactions, with direct e-commerce accounting 
for 19%. Manufacturing transactions have fallen 
this year, accounting for 11% of total take up.

A few of the most active occupiers are as follows: 

Amazon: Yet again the online behemoth has continued 
to grow at a pace. The appetite for premises in key 
locations has totalled approximately 1.2m sq ft across 
four buildings in the Midlands. This has included major 
acquisitions in Hinckley, Nottingham and Birmingham. 

Royal Mail: The parcel delivery business acquired 
the largest pre-let transaction of the year, committing 
to 840,000 sq ft at Prologis’s DIRFT. 

Clipper Logistics: Driven by the government response 
to the coronavirus pandemic and contracts with the 
NHS, Clipper have acquired over 2m sq ft of space in 
the Midlands this year. A majority of this has been on a 
short term, flexible, basis. The 3PL’s major acquisition 
this year was on Prologis’ speculatively built DIRFT 
535 facility in the heart of the Golden Triangle. 

DHL: The 3PL agreed terms on two pre-let warehouses at 
SEGRO’s hugely successful East Midlands Gateway. The 
buildings of 694,608 sq ft and 192,000 sq ft, once complete, 
means half of the available land will have been developed out.
  
Super Smart Service: A somewhat surprise addition 
to this year’s major occupiers following their acquisition 
of Exeter’s 372,000 sq ft M6DC in Cannock last year. 
This year, the company have acquired an additional three 
speculatively built warehouses, totalling c.450,000 sq 
ft, swallowing a majority of Cannock’s available stock.

Occupiers

DIRFT 535 – Let to Clipper Logistics
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Requirements started relatively steady before the 
unprecedented events of the year took hold. 

At the start of Lockdown 1.0, we recorded a sharp increase 
in requirements for buildings over 250,000 sq ft. A majority 
of these requirements were reactionary in response to the 
global pandemic, and on a short term basis. We can attribute 
18% of take up this year to the pandemic. 

The summer months were quieter than in normal years 
as businesses focussed on finding their feet during the 
lockdown, working out how to best work remotely or with 
reduced staffing numbers. Online orders also boomed 
during this period leaving many managing higher workloads 
with less employees. 

All requirements picked up as UK restrictions were lifted 
before dropping off in August, and then peaked again 
immediately before Lockdown 2.0.

The tail end of the 2020 fell back to a level of normality with a 
general decline in requirements heading into the December 
Christmas period. 
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Requirements
Knight Frank have recorded over 40m sq ft of requirements in 2020, experiencing spikes for units  
over 250,000 sq ft at the start of Lockdown 1.0 and then all size levels coming out of Lockdown 2.0.

Requirements received per month by size:
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Existing availability is weighted toward the West Midlands 
region, where take up has lagged behind the East over the 
past 12 months. Occupiers with an M1 focus will have a 
particular struggle next year with only 7.85m sq ft (8 months) 
supply existing & currently being delivered in 2021.

With the lack of immediately available space, insatiable 
occupier and investor demand, the case for speculative 
development across the region is strong. This is particularly 
noticeable above 100,000 sq ft across the Midlands as a 
whole, and extremely apparent above 250,000 sq ft in the 
East Midlands.
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Availability
Knight Frank data indicates there is a critical shortage of space immediately available above 50,000 sq ft, 
roughly equating to 8 months supply increasing to 10 months (including buildings under construction). 

Availability by region:

Annual take up compared to availability by size & region:
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Knight Frank Comment
With only a third of take up being on a build to suit basis this year, the mantra build it and they will come is just as adept 
as ever.
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Transactions & Availability Heat Map:

Transactions Availability
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The Speculators
There are a few developers speculatively building, either having completed schemes this year or 
committed to delivering in 2021. Timing is everything…

GLP: As part of the 131 acre extension to Magna 
Park, Lutterworth GLP commenced the speculative 
development of four units totalling 1.2m sq ft. This 
included single premises of 746,478 sq ft, the UK’s 
largest speculatively developed building. 

Prologis: Following the letting of DIRFT 535 to Clipper 
Logistics Prologis have announced further speculative 
development, another 189,000 sq ft on the park and 
145,000 sq ft on their Ryton scheme in Coventry. 

St Modwen: Continuing their mid-box development charge 
St Modwen have capitalised on markets with a lack of 
supply. The company have speculatively built c.225,000 sq 
ft across six buildings in Stoke-on-Trent, letting c.100,000 
sq ft in three buildings ahead of practical completion. 
In addition St Modwen are speculatively developing 
another c.280,000 sq ft in 3 buildings in Tamworth. 

Goodman: After securing Hello Fresh on Nuneaton 
230 shortly after practical completion, Goodman have a 
speculative scheme in Coventry planned for delivery 2021.
  
There are, of course, others that have committed to 
speculative building including; Panattoni, Canmoor, 
Trebor, Barberry, Firethorn, and Tungsten who have 
added an additional circa 1.75m sq ft to supply.

GLP’s speculative 746,478 sq ft unit at Magna Park South

Goodman’s Nuneaton 230
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Capital Markets 
A rollercoster ride of initial positivity – a pause for thought - and a relentless charge 

January 2020 kicked off with a sense of relief and 
positivity. The election and Brexit were finally behind us 
and the handbrake gently applied by large sectors of the 
market was released. 2020 was looking bright. Investors 
intensified their search and stock selection processes 
were well underway and deals were happening.

In March 2020, along with economies around the world, 
the property and specifically, the Logistics and Industrial 
sector paused as the pandemic hit hard. Initially, there was 
significant nervousness in the market, which prompted 
a number of deals to either fall out of bed or pricing 
adjustments between 0-10% to be agreed; there was an 
immediate marginal shift in pricing across all sectors. 

However, what became clear is that as the world 
went on line, sheds were in demand. A trend towards 
e-commerce had been accelerated overnight. There 

was an immediate uptick in occupational demand and 
investors quickly caught on, a relentless charge. For the 
remainder of 2020, Logistics & Industrial fared well and 
outperformed all other sectors, with offices and retail in 
particular facing the prospect of low total returns as stifled, 
even negative, rental growth forecasts took effect. 

As a consequence, there remains a wave of capital 
still actively targeting the industrial sector. Investor 
confidence improved further as a result of the easing of 
the lockdown 1.0 restrictions and the second lockdown 
barely turned down the dial. Sector specific funds have 
been raised by major players such as BBlackstone, Exeter, 
Copley Point, LondonMetric and these are competing 
against the traditional UK and overseas funds.

Standout prime transactions in the Midlands include:   

2020 Headline Transactions:

Address Date Price / NIY / PSF Size WAULT Tenant Vendor

Xpanse 120, 
Oldbury

Dec  
2020

£18.05m / 4.15% / 
£150 120,000 15 Eriks Opus / Fiera

Sainsburys, Hams 
Hall

Dec  
2020

£138.65m / 3.87% 
/ £177 783,674 12.5 Sainsburys KFIM

Warth Park, 
Raunds

Nov  
2020

£9.225m / 4.84% 
/ £111 82,565 9.5 Avery Savills IM

Stoke 108, Radial 
Point, Stoke

Nov  
2020

£10.29m / 5.1% / 
£95 108,000 9 Simarco Intl LIM

Kingsbury Link, 
Tamworth

Sept  
2020

£26.85m / 6.23% 
/ £94 285,000 c.3.5 RTI and DSV M&G

Vespa Point, 
Coventry June 2020 £7.395m / 5.3% / 

£122 60,245 5 Network Rail Chesterhouse 
Properties

Grove Park, 
Leicester June 2020 £18.13m / 6.12% / 

£101 178,079 15 Topps Tiles Topps Tiles



Prime Yields 
At the start of 2020, prime logistics yields stood at 4.75% to 5.00% and multi let at 5.25%. The spectacular shift for the 
sector is ably illustrated by the yield improvement over the course of the year. As at the end of 2020, prime logistics has 
improved 100 bps to 3.75% to 4.00% and multilets by 75 bps to 4.50%. As with a whole host of other events in 2020, this 
is unprecedented and yields are at their keenest since records began. 
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Xpanse 120, Oldbury 

Knight Frank Comment
Given the continued uncertain macroeconomic climate, both domestically and overseas, the sustained low interest rate, 
environment, low / negative bond yields and an increasingly volatile global equities market, real estate has a compelling appeal 
for investors. However, it must be noted that the weight of capital targeting those assets is forcing pressure on yields and we 
forecast this to continue in to 2021. 

The overriding sentiment to the sector is positive, and this is particularly true for logistics orientated assets, and those 
which are occupied by tenants driven primarily by e-commerce. It is a commonly held view amongst investors that the sector 
will largely remain resilient. 

At least for the short to medium term the future looks bright for shed investment.
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2021 Outlook
Off the back of a bumper year of transactions in the Midlands Logistics & Industrial market, leading to a 
supply and demand imbalance, there is no doubt that 2021 will be great for developers and investors.

Availability including buildings under speculative construction leaves around 10 months supply in the region. Whilst we 
are expecting some of the buildings taken on short-term basis to come back to the market, this very much depends on 
how long the pandemic continues for into the year. Retail failures are likely to have an impact on the supply of second hand 
accommodation. The good quality space with usable fit out is likely to be attractive to occupiers and won’t hang around  
for long. 

The rise of e-commerce has been one of the fundamental drivers of demand for warehouse space over the past five years, and 
this trend is only going to accelerate as consumer behaviour continues to shift in favour of online purchasing, as many have 
grown accustomed to over the past year. 

Whilst we do not expect 2021 to record a similar amount of take up as the past 12 months, we do predict further rental growth 
across the market with the gap between modern, existing and new closing further. 

Speculative development should continue, and those that paused due to the pandemic will revisit appraisals factoring in the 
significant yield compression experienced over the last 12 months. 

Success in the property market is all about location, location, location, however in a rapidly maturing sector there is so much 
more to consider (supply vs demand, access to labour, power availability…) when deciding where to invest large amounts of 
capital. The past year has solidified the Midlands Logistics & Industrial market as a major target for occupiers and investors 
alike, a relationship promising great things for both for years to come.


