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WHAT WOULD THE 
EXPERTS BUY?

Autumn 2017

£500,000
At this entry level for a private 
investor, consider a retail unit 
in a prime position in a strong 
town. It may be sensible to buy 
in a town or city well-known to 
the investor so that its trading 
performance is understood 
and has been monitored over 
a number of years.

The key is to ensure the 
passing rent is sensible and 
sustainable for the tenant. The 
investment should be let to a 
recognisable business and 
ideally include the upper parts, 
which may lend themselves to 
residential use in the future. 
Depending on the location 
and quality of tenant, a yield of 
5%-6.5% should be realistic.

£1m
This lot size will enable the 
investor to have more options 
to choose from in the auction 
brochure. A very popular 
investment over the past few 
years has been supermarkets 
with unexpired terms of 10 
years-plus. We have sold 
numerous “metro” units let to 
Co-op, Tesco and Sainsbury’s 
at yields of 5%-plus. 

Again, the key is to ensure 
the rent passing is at the right 
level and also that the lease 
includes fixed rental uplifts 
linked to the retail price index. 
This would make a sound 
investment with the guarantee 
of rental growth.

Alternatively, I might be 
tempted to seek a little more 
risk by compromising on lease 
length to achieve a higher 
yield, but the quality of the 
location should limit this risk. 
In July, we sold a shop and flat 
in The Lanes in Brighton for 
£1.08m (6% yield) with four 
years remaining on the lease. 
This provided a mix of 
commercial and residential at 
a generous yield in a very 
popular location.

£2m
Opportunities in the auction 
room reduce at this level and 

INSIGHT I WHAT TO BUY AND WHERE TO INVEST

the private treaty market 
comes more into play.  

A sum of £2m allows a 
private investor to consider a 
spread of risk by owning a 
multilet investment rather than 
relying on one particular 
tenant. 

For the risk-averse investor, 
I would be tempted by the 
unbroken retail parade I sold 
recently in New Cross, SE14 
– 10 shops let off low rents in a 
densely populated London 
suburb. The price of £2.2m 
yielded 6.5% and has potential 
for future rental growth. The 
downside is limited because if 
a unit becomes vacant the 
yield is only marginally 
affected.

£4m
At this level, the permitted 
development rights sector 
should be seriously 
considered. The advantage of 
buying an asset where PDR 
could be applied is that the 
future value of a residential 
conversion can underpin the 
current value of an office 
building – that is, if the office 
tenant decides to vacate at the 
end of their lease then the 
property is worth the same or 
more if PDR can be obtained 
and the property can convert 
to residential use.

A good example was an 
attractive office investment I 
sold recently in Tunbridge 
Wells, let to a firm of lawyers 

with three years unexpired on 
their lease. The property is in a 
residential area in the heart of 
the town. We sold it for £3.5m 
to a local investor/developer. 
This reflected a capital value of 
£275 per sq ft compared with 
“in-town” residential values of 
£500 per sq ft-plus. So 
whether the tenant decides to 
extend their lease or vacate, 
the investor is in a positive 
position.

The downside of PDR 
investments is that owing to 
the number of players in this 
market, often the eventual price 
gets inflated. It is important to 
stick to a figure that works 
rather than get carried away 
with competitive bidding.

Alex Butler,  
head of private client team, Allsop

Whether it’s less than £250,000 or more than £1m, investing a 
lump sum is a big decision. But where to start? Four experts 
share their top property picks in the commercial property sector
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£8m
A private investor runs the risk 
of competing with institutions 
at this level. To avoid this, I 
would invest in a mixed 
portfolio, spreading risk across 
sectors and lease lengths. 

Three opportunities which I 
would focus on would be: 
care homes let on long leases, 
because they are underpinned 
by the ageing population 
profile; multilet South East 
industrial estates – rents are 
rising year on year; and 
secondary offices in a growing 
“good story” city such as Bath 
or Bristol, which offer asset 
management opportunities 
including refurbishment or 
change of use.

£250,000
It’s not easy to find quality 
investments at this budget, 
especially with so many new 
investors entering the market. 
We helped a young 
professional on to the 
commercial ladder with a 
bakery and flat in Leeds, let to 
Greggs on a five-year lease 
for less than £200,000 – 
around a 6.5% gross yield. 

Nice London investments 
are a rarity at this budget and 
we did well to pick up a 
lock-up Pizza Hut franchisee 
investment in Bromley, 
south-east London, at Allsop’s 
May auction for £265,000, a 
6.1% yield. Despite it having 
only two years on the lease,  
the rent is sustainable and 
location a busy one.

£500,000
With a slightly higher budget, 
one can aim for blue-chip 
investments with longer lease 
lengths, such as a new 
Betfred in Ipswich on a 
10-year lease, which we sold 
privately in August for around 
£350,000 – a 6% yield – or a 
Europcar in Bradford on a 
15-year lease that we sold at 
Acuitus’s July auction for 
£592,000 – a 5.6% yield. Both 
properties are whole 
buildings with ample car 
parking, making them quality 
buys. 

If it’s a London lot you 
prefer then it will have to be a 
lock-up shop. We recently 
secured a blue-chip 
bookmaker with a few years 
remaining in east London for 
around £500,000, a yield of 
around 7%. A very attractive 
price with some risk, suitable 
for a portfolio investor.

£1m
This budget level is very 
popular with private 
investors. It can afford you a 
financeable blue-chip 
convenience store with a long 

lease. These typically 
comprise a detached building 
with car parking and are in a 
more affordable residential/
out-of-town location, where 
these types of businesses 
prosper most. 

Recent deals include a new 
Co-op Food in Dorset on a 
15-year lease sold for 
£860,000 – a yield of 6.6% 
– a Tesco Express in 
Gravesend with a break in 
three years that sold for 
£740,000 – a 7% yield – a 
Co-op Food in Glasgow on a 
15-year lease selling for 
£705,000 – a 6.4% yield – an 
Iceland in Bournemouth with 
seven years until the break 
snapped up for £980,000 – a 
7.7% yield – and an Iceland in 
Newmarket let for 11 years, 
which we acquired prior to 
Allsop’s May auction for a bit 
over £1m – a yield of 5.5%.

£2m
As the budget level increases, 
we work with more 
experienced buyers who 
want investments with 
potential to add value. One 
such case is the beautiful 
Walkabout pub, part of 
Stonegate Pubs, in Bristol city 
centre with 19 years 
remaining for around £2.5m. 

For almost 30,000 sq ft  of 
property, the building offers 
plenty of long-term potential. 
Just outside Bristol we also 
bought (and financed) a 
neighbourhood parade of six 
independent shops and flats 
for £1.6m – a 6.7% gross yield 
– which we will also be asset 
managing for our client over 
the next few years. 

Some investors still want 

hassle-free properties, and 
for one buyer who has been 
looking since the Brexit vote 
we sourced a brand new 
lock-up Sainsbury’s Local in 
Northolt, north-west London, 
on a 15-year lease for around 
£2m – a 5% yield.

£4m
At this budget we are talking 
investments or value-add/
asset management 
opportunities in prime 
locations. We recently 
acquired two adjacent 
lock-up shops, including a 
Pizza Express on a 10-year 
lease in Notting Hill Gate, 
W11, for £5m – a 4.1% yield 
– with an upcoming rent 
review, for an overseas buyer. 

At a similar price level but 
higher yield of around 6%, 
we acquired a service station 
in the Cotswolds with a 
fantastic mix of tenants 
including Co-op Food, 
Travelodge, Texaco and 
Burger King, all with a 
weighted average unexpired 
lease length of 18.5 years. We 
are currently selling an 
investment-grade petrol 
station on a 20-year lease with 
fixed rental increases in the 
Midlands for around £4m. 

We also sold a block of 18 
flats let on a single 
commercial lease to a housing 
association on Kilburn High 
Road, NW6, for just below 
£4m – a 5.5% yield – at 
Allsop’s May residential 
auction. It has medium-term 
value-add potential, given 
that on lease expiry the 
landlord can reconfigure or 
refurbish the flats and break 
them up for let or sale.

Nilesh Patel,  
director, Prideview Group

Bristol: a “good story” city

£2.5m: Walkabout, Bristol


