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Most of us entered 2021 with the hope of a new start.
And yet it seems we’re just as entangled in Covid-19 as before, only now with the
added complexities of an official Brexit and virus variants. In these times of turmoil
and transformation, is it overhasty, perhaps even naïve, to imagine a future postpandemic and post-Brexit?
Making economic predictions is certainly risky business in today’s climate – which is
why we left it to the experts. As an agency whose research and PR and public affairs
campaigns span every corner of business, we sought the insight of leaders from
across the legal, financial, property and advisory worlds for a virtual roundtable to
discuss what can be done to lead the fight back in 2021.
Taking property regeneration as our overarching theme, our first two panellists
explored developmental and economic trends across both residential and commercial
markets, mapping out what the road to recovery may look like in the coming year.
Sue Simpson, head of planning and development (Birmingham) at Fieldfisher,
kickstarted the event with commentary on what makes a good regeneration
opportunity, focusing on trends identified by house-builders and developers, as well
as legal issues affecting residential regeneration.
The Bank of England’s Deputy Agent for the North East Gareth Harrison, followed
with a presentation that offered a real-time overview of the UK economy, providing
particular insight on the state of the housing market in the wake of regulatory
changes, Brexit and Covid-19.
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To keep the discussion as lively and interactive as possible, we invited a handpicked
panel of experts from a cross-section of professional disciplines – from construction and
mortgage lending to fintech and asset management.
This report summarises some of the insights, perspectives, and opinions arising from
these conversations and presentations, which can be categorised under the following
headings:

• High noon for the high street?
What does recovery look like?
• Economic outlook
• Trends and predictions – residential market
Mortgage availability and LTV
• Trends and predictions – commercial real estate market
Migration trends: beyond the Big Smoke
• Rebuilding for the future
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Town centres: to be or not to be?
First came Zoom fatigue and now WFH fatigue.
Well into lockdown number three, there’s an acute eagerness to break up the day and
get away from desks-cum-dinner tables. More and more often, people are popping
into their town centres to do this, Sue Simpson argued.
“But there’s an important distinction between the big town centre as a shopping
destination and the local high street with coffee shops and so on,” suggested James
Kington, head of strategic asset management at Salford City Council. “We must be
careful not to conflate the two: the latter will see more footfall during lockdown,
naturally, but we can’t by default say the same for the former.”
Gareth Harrison was of the same mind: “Lockdowns have revitalised the popular
Parisian notion of a 15-minute neighbourhood, where everything is more localised
and people service their retail needs closer to home.”
If this is the case, what does it mean for the future of the UK high street?
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High noon for the high street?
It’s easy to don a pair of rose-tinted glasses
when it comes to the pre-pandemic high
street. But even in 2019, Sue reminded the
group, “town centres weren’t really working
as we wanted them to.”

The high street had become a sea
of vaping shops, nail bars, and
empty or closed shopfronts.
Something needed to be done.
- Sue Simpson, head of planning and
development (Birmingham) at Fieldfisher

“There’d been massive over-expansion and many out-of-town malls were populated
not just by DIY shops and discount outlets, but mainstream retail stores too. Parking
problems and a lack of appropriate infrastructure combined with an emerging shift to
online shopping exacerbated the situation. That, plus the fact that despite a broader
span of offerings, declining real wages meant people didn’t have any more money to
spend. The high street had become a sea of vaping shops, nail bars, and empty or
closed shopfronts. Something needed to be done.”
“Roll on 2021 and what do we see?” Sue continued. “An utterly transformed
landscape. From enforced lockdowns causing restaurants and bars to shutter up, to
periods of greater let-up but still strict restrictions – the experience hasn’t been what it
was.”
James agreed, but added the point that Covid-19 has become a convenient
scapegoat for explaining away the obsolescence of certain commercial properties,
particularly in the retail space. “The pandemic saw the administration of Debenhams
and the Arcadia Group, but it would be misleading to claim it caused it entirely."
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“It’s worth distinguishing between trends born out of the pandemic and those that are
simply an acceleration of pre-existing and somewhat inevitable realities. The high
street has been clinging on for a while; Covid-19 just expedited its death sentence by
five years and made us face up to it.”
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Covid-19 just expedited [the high street's]
Because of this acceleration,
death sentence by five years and made us
James warned, a lot of solutions
face up to it.
are outdated. “Changes that
have occurred seemingly out of
- James Kington, head of strategic asset management at
Salford City Council
the blue are likely to bounce
l.
, but decline on the high street isn’t one of them."
back
What does recovery look like?
There’s still cause to be optimistic though, Sue reassured the room. “Covid-19 and
Brexit have the Government in crisis mode at the moment, but there’s a clear drive to
try and level up society, including addressing the health and economic gap across
towns. Many of the recovery tools that have proven effective in my past experience
with regeneration schemes are already at the Government’s disposal.”
Expanding on what this recovery toolkit looks like from a legislative point of view, Sue
said: “CPOs (compulsory purchase orders) are crucial to an effective regeneration
scheme, as you must be able to bring large areas together to see a material benefit to
the town centre. Rather than just piecemeal construction, regeneration often requires
road build and substantive structural change to the surrounding landscape. CPOs are
a well-established and critical tool which local authorities have the power to use.”

The Regeneration Game

“Local government also has extensive rights to borrow funds to regenerate the local
area via Public Works loans – which, by the way, have never been at a better rate.
Further financial support is available through the Future High Streets Fund – £830
million of funding deployed across 72 projects in the UK. The Wirral was its first
beneficiary, kickstarting its regeneration effort with the purchase of an old House of
Fraser store in Birkenhead.”
“Authorities are also obligated through the “Right to Regenerate” scheme to identify
redundant buildings and land, either justifying their preservation or, failing proposal
for new use, be forced to sell.” The scheme will create “a new wave of opportunities,”
Sue explained – opportunities potentially bolstered by the authorities’ partnership
approach with the private sector which has encouraged efforts to find “further ways to
simplify planning policies.”
“Measures crafted specially in response to the pandemic, such as furlough and CBILS
(Coronavirus Business Interruption Loan Scheme), will also help to boost the
economic and social wellbeing of town centres - both of which are currently under
great strain,” she concluded.
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Under strain, sure, but just how bad is the economic outlook?
In a virtual speech delivered in mid-January, the Bank of England’s Governor Andrew
Bailey said that the UK economy was about to enter its “darkest hour”.
“For instance, we envisage the unemployment rate to be higher than the official
labour force figure of 5%,” Gareth Harrison commented, “largely because homeschooling now occupies the time individuals would ordinarily spend searching for
work. There have been record redundancies, expected to increase over the course of
the next two quarters, and to add fuel to the fire, GDP figures in November 2020
indicated a likely double dip recession – the first in the UK since the 70s.”
This is a somewhat short-term perspective though, Gareth qualified, and there are
some positive outtakes: inflation is well below the 2% target at 0.6%, and when it
comes to the housing market, things look even brighter.
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Among the estate agents, house-builders and other property professionals with whom
Gareth has spoken, there was he claimed “an almost universal surprise at the
strength of the housing market – both in its initial comeback during the second half of
2020, and its general fitness ever since. Underlying demand has succeeded an
anticipated bottleneck of activity, persisting even into the New Year in excess of
supply.”
an almost universal surprise at the
The apparent phenomenal growth in
strength of the housing market
purchasing, largely driven by more
- Gareth Harrison, deputy agent (North East) at
expensive purchases, could also be
the Bank of England
sustained by “value-for-money regions
like the Midlands if more first-time buyers step forward,” Sue added.
Certain headwinds threaten this however, such as the end of the Stamp Duty holiday
in April. “Some estate agents are sanguine about the situation, others are seriously
concerned about the longevity of their currently thriving pipelines,” Gareth told the
group. “With the length of time from sale to completion in most regions at 16-20
weeks – now beyond the scope of the Stamp Duty holiday – many are predicting a
large level of fall-throughs. This could change the direction of the market.”
House-builders share this concern: “Month-long unavailability of building materials
combined with delays from social distancing and other restrictions means that builds
are taking longer and we’re seeing a slight pick-up in cancellations.”
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The rental market is experiencing serious hold-ups too: 1.9 million people in flats are
currently waiting on the necessary cladding certificates. In a particularly extreme
example, one renter even retrained to obtain the certificate himself, James explained,
finding it both a cheaper and faster alternative.
Mortgage availability and LTV
Overall, though, the residential market is faring well – what’s behind this?
“The consensus view, without being flippant or cynical,” Gareth remarked, “is that
rising unemployment has predominantly hit low-paid jobs in hospitality and retail, with
individuals in these roles tending to be less active participants in the housing market.”
Even so, lenders’ increasing caution of more at-risk sectors has led to the tightening
of mortgage availability in 2020 with no let-up into 2021. “Intel shows that some
furloughed individuals or those working in sectors more exposed to disruption from
Covid-19 are struggling to get a mortgage,” Gareth commented. “We have also heard
of instances where they have been refused late into the process, raising concerns
about potential disruption to market” as well as, as Galibier PR’s Oliver Chesher
pointed out, “accessibility of finance to those who most need it.”
The impact of increased pressure on employment will soon pose a challenge for
existing borrowers too, anticipates Whitecap Consulting’s Director Julian Wells.
“Arrears management will inevitably be a big focus for the mortgage industry in the
near future.”
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Things look to improve from a financing perspective, though, he commented: “I don’t
think we’ve seen things percolate through in the mortgage market to the fullest extent
yet. Bar few exceptions for smaller, more local cases, there have been substantial
restrictions on higher loan-to-value lending and this initially disjointed the market though it is bouncing back as lenders broaden product ranges. Ultimately, it’ll come
down to supplier funding and which lenders decide to play in which markets.”
The pandemic has also turbocharged industry-wide digital transformation, as more
lenders implement remote processes, explore automation, and seek to make
efficiency gains. “The drive to modernise is strong but unfortunately hampered by an
industry-wide bottleneck,” Julian said. “I spoke to a lender today who had finally
authorised large tech investment but had been told there’d be significant delays
before being able to make it a reality. It’s not unsurprising really – tech firms are all
receiving the same instruction from across the market.”
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As far as commercial real estate (CRE) is concerned, Gareth explained that “while
we’re not currently seeing masses of activity, there’s still an appetite for prime office
space – from occupiers and interestingly investors too.”
James Kington’s experience on the ground testified to Gareth’s remarks: “We’re
seeing a normal flight to quality from a CRE standpoint,” he explained. “Sure, even
among big firms the CRE requirements seen pre-Covid-19 have diminished, but
there’s a desire I think, for a model of flexible working that is underpinned by Grade A
office. The bigger challenge is for second tier offices in more fringe locations.”
Sarah Green, client director at Sykes Digital Services, added the important
qualification that “it’s not just about enjoying the office real estate, though. People
miss the social interaction it enables.”
The group envisaged a sizeable return to offices for this reason, challenging the
perceived wisdom that home-working will remain as attractive an option when the
economy opens up as it was to people in March last year.
Migration trends: beyond the Big Smoke
“What we want out of our homes is completely different now,” Sarah explained.
“Gardens, office space, room to exercise – all the things more conducive to
homeworking – have become the priorities for many, and as a result we’re seeing
more people move house and outside of the capital.”
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Elaborating on this, Gareth shared that “we have seen demand in the Home Counties
and further afield from some London residents since the pandemic began; there has
been a recent fall in the population in the capital which has potential supply
implications for the housing stock. However, the London market did pick up towards
the end of 2020 and we have seen modest house price inflation, suggesting that
demand has returned to an extent.”
Gareth accepted Sue’s
point that this demand
varies generationally,
with
young
people
who’ve been driven
back home eager to
return to the city
centre, but emphasised
that the need to be in
city centres for five
days a week has
drastically diminished.
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“This doesn’t completely drag demand into the suburbs, but it’s certainly not at the
level it was.”
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"Just how worried should we be, then?” Oliver asked the group. “We’re always told by
mainstream media that brick and mortar assets prop up our pensions and the
economy at large. Since the likes of London real estate have taken such a hit and the
shape of recovery is uncertain, should we be scared?”

Since the likes of London real estate have taken
Sarah
offered
some
such a hit and the shape of recovery is uncertain
reassurance: “Confidence
[...] just how worried should we be?
is down but it hasn’t
- Oliver Chesher, founder and managing director of Galibier PR
disappeared. People are
still investing in property
and offices are still in demand – more so than the high street.”
Everyone agreed that this does not mean a return back to a previous “normal”, and
instead that there’ll be changes to the way commercial (and residential) leases are
signed.
“Many organisations will want a Covid-19 clause,” James pointed out. He foresees
another difficulty in this respect: “How do you get comfortable with big regeneration
projects if you know that rent can be turned on and off like a tap as a result of
governmental action? Funding is more spread out and people aren’t signing long-term
leases. Matching payback with short leases will present a serious challenge to
regeneration schemes moving forward.”
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Moving forward, then, what are we to expect?
Clearly, there is a pent-up demand in both residential and commercial markets; the
question is its durability. Once the initial flood of activity has washed through, making
for a lively first six months of 2021, what will we see?
Many agreed that the back end of the year is unchartered territory. One such
participant was STM Group business development manager Daniel Arthur, who noted
that “regeneration projects are predominantly in housing at the moment. Where
uncertainty starts to creep in,” he added, “is with the private and investment markets.
With widespread job losses and today’s economic volatility, there are so many
unknowns at play that it’s hard to judge where things are heading more long-term.”
“You’ve got to make hay where the sun shines,” chimed James, giving the example of
a ballooning demand in property projects for schools and filming spaces.
"There is hope in all of this," Oliver Chesher
The fact that money is still on
said. Building on James’s remark that we’re
the move is really encouraging.
living through a global crisis, and therefore
- Oliver Chesher, Galibier PR
international investors are equally affected,
he explained that “as spend on commercial rent goes down (at least temporarily),
businesses increase their chances of survival, allowing them to make more money
that they can spend elsewhere. The fact that money is still on the move is really
encouraging.”

The Regeneration Game

As Sue put it, “history teaches us that only adversity and necessity are true agents of
change.” Over the past year, we’ve all been forced into a different environment; forced to
rapidly evolve our mindsets and transform how we work, communicate and lead our lives.
Despite a healthy dose of cynicism here and there, the prevailing sentiment among the
group was optimistic and perhaps best summarised by Sue’s final remark: “Hold on tight!”
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Gareth Harrison is the Deputy Agent (North East) for the Bank of
England, acting as its ‘eyes and ears’ in the region.
His job is to meet people from companies of all sizes, and from all sectors,
to understand the business conditions they face. He feeds this intelligence
back to Bank of England policymakers who use it to inform policy decisions
on things like setting the Bank Rate. Gareth previously worked for the
manufacturing trade body EEF and as a recruitment specialist.
Sue Simpson is a Real Estate Partner and Head of Development and
Planning (Birmingham) at Fieldfisher.
Sue has over 20 years of experience acting for developers and landowners
in relation to residential and commercial development across the UK, and
has been involved in key regeneration schemes such as Royal William
Yard, Plymouth and Nightingale Quarter, Derby.
Oliver Chesher is the Founder and Managing Director of Galibier PR: an
independent PR and Public Affairs agency in Manchester and London with
clients and partners across the spectrum of the property sector - from
funding and lending through tech and energy to asset management and
investment.
The company specialises in campaigns from go-to-market strategies all
the way up to policy change and complex stakeholder engagement
communications to support large-scale developments in the public and
private sectors. It’s named after the highest climb in the Tour de France,
because it prides itself on taking clients to “hard-to-reach places”.
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