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As you aware, we have sub-contracted the desktop valuation of the former Black Lion pub to leisure property 
specialists, Fleurets.  Their desktop valuation which outlines the adopted methodology is attached at 
Appendix B and contains a detailed description of the property.  
 

Tenancies  

a) Existing – commercial  

We enclose a tenancy schedule detailing existing commercial tenancies at Appendix C. 
 
b) Existing – residential  

We enclose a tenancy schedule detailing existing residential tenancies at Appendix C. 
 
You have informed us that the flats within 2&4 Queensway have a restricted term of 8 months and therefore 
were marketed for rent at a slight discount. 
 
c) Existing – 123 Bayswater Road (the former Black Lion Pub)  

Please refer to the Fleurets report attached as Appendix B. 
 
As at the date of inspection (24 June 2015) the former Black Lion pub comprised a vacant pub unit. 
 
The ground and basement levels of this block have since been let on a licence to the Gold Box Espresso 
Bar and Kitchen. We have not had sight of the agreement but you have confirmed that under the licence, 
occupation is on a monthly rolling basis, subject to a nominal rent and that vacant possession can be 
obtained subject to 4 weeks’ notice. 
 
In accordance with the licence, you have submitted an application for a Certificate of Lawful Development 
for: 
 

Use of basement and ground floor (black Lion Public House) as retail (Class A1) 
(REF:15/07320/CLEUD). 

 
As at the date of this desktop valuation, the Council decision is pending. We have therefore undertaken 
the desktop valuation of the former Black Lion public house on the basis of its vacant public house (Class 
A4) state as at the date of inspection, rather than the proposed A1 use. 
 
Residential Market analysis & Conclusions 

Residential Market Commentary – National UK Housing Market     

We enclose our UK Residential Property Update – October 2015 at Appendix D. 
 

Residential Market Comparables – 2 & 4 Queensway   

Set out below is a schedule of recent transaction activity for similar-sized flats in the vicinity of the subject 
properties.  In considering flats 1 – 3 within 2&4 Queensway, we note that a limited number of transactions 
have taken place for comparably sized one-bedroom flats and we have therefore also had reference to the 
sale of a number of two-bedroom flats, similar in gross internal area terms to the subject 1 bed flats:   
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Methodology: Market Value Flats 1-4, 2&4 Queensway 

We have carried out the valuation using the typical valuation methodology for properties that are held as 
investments and are let on Assured Shorthold Tenancies (AST’s).  

1 The asset that we are valuing is a single block currently held freehold. The flats are let on individual AST 
tenancy agreements at a slight discount to Market Rent. There is no tenure structure (i.e. no individual leases 
in place) that would allow for the disposal of the individual flats to owner occupiers as at the valuation date.  

2 We have arrived at an opinion of the market rent of the flats by having reference to recently achieved rents 
within the block and in the vicinity of 2&4 Queensway. 

3  An investor-purchaser would need to consider the acceptable investment return when making a bid for the 
property.  In considering the level of return that is likely to be required by a potential investor, we have had 
reference to investment transactions which indicate the gross yield range for comparable assets in Central 
London. Analysis of the comparable investment sales shows gross yields between 2.96% and 3.9%.  

4 It is this rent and yield calculation that is the key driving force behind the price that an investor will pay, whilst 
ensuring that a price higher than the vacant possession value is not paid, thereby ensuring that some (if not 
all) of the following factors and purchaser obligations are reflected, dependent upon the state and occupation 
of the asset at the point of purchase: 

- Purchasers Costs. 
- The fact that the block is/has been tenanted and the units are likely to have suffered a higher 

degree of ‘wear and tear’ than their owner occupied contemporaries.  
- The purchaser’s perception of the capital expenditure required to bring the asset to their required 

level of lettable condition. 
- Potential disposal costs at the point of resale. 
- The cost to set up a leasehold structure should individual flats be sold on to owner occupiers. 

The IPD residential benchmarking database historically has shown the discount between vacant possession 
values and market value as a let investment to be between 10% and 15% 

In our experience, we would expect discounts of between 5.0% and 10% reflecting the prime nature of the area 
and the limited available investment stock of this type. In Central London where demand for residential assets of 
this nature is high, there are a number of competing parties who would look to secure such an asset. Competing 
demand for an asset of this type, in this location is likely to be from developers, owner occupiers and Sovereign 
Wealth funds as well as the wider investment market. 

This increased demand can lead to the discounted market value being close to the aggregate vacant possession 
value and as such we have adopted a discount of 5.00%. 

The discount between the vacant possession value and the Market Value should not be over emphasised 
however.  It is a result of the valuation methodology rather than the primary approach to the valuation. The discount 
will also vary between buildings depending on yield profile, rental value and location.  

Residential Market Comparables – 7 Fosbury Mews   

In forming an opinion of the market value of 7 Fosbury Mews, we have considered the following: 
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The Central London investment total for H1 2015 was nearly 60% above the £8bn transacted in H1 2014 and 
was a record total for the first half of the year. The key deal in H1 was the acquisition by Brookfield Property 
Partners and the Qatar Investment Authority of the Canary Wharf Group, via their £2.6bn takeover of majority 
shareholder Songbird. Songbird apart, the transaction level was still significantly up compared to H1 2014. 
The outrun also dramatically surpassed the equivalent figure from H1 2013 that saw £6.1bn invested, in what 
went on to be a record-breaking year. The 12 months total is now at an all-time record of £26bn.  

The number of large lot sales, those worth over £100m, also increased to 27 in H1 2015. This compares with 
21 sales in H1 2014. International purchasers in particular continued to show strong demand for these large 
lot assets, both new build and refurbishment, is also increasing. This reflects a willingness to take greater risks 
in order to secure superior returns in a context of low and still falling yields.  

London remains the engine behind the economic recovery and continues to outperform the UK as a whole. It 
is also benefitting from a strong retail sales growth, with forecasts for 2015 at 4.3%.  

With inflation falling and positive wage growth, robust retail spend is supported. The reduction is retail 
administrations give signs that retailers are fairing well, with a number of national retailers now in expansionary 
phases such as Vodafone, H&M, Sports Direct, Next, Tiger and The Entertainer. Amongst others.  

The recent economic growth has given rise to employment growth that have exceeded expectations. Nationally 
the employment rate has now fallen to 5.5% in March the lowest since 2008, and in London, employment 
growth has averaged over 4% in the last three years. Consumer confidence has also now been positive for six 
consecutive months, and above its long run average for 18 months. 

Investment market conditions are positive for the rest of the year, and probably beyond. There is a large and 
increasing amount of capital looking to be deployed and this is now being buttressed by a greater willingness 
to lend to commercial property. Rising values are encouraging potential sellers into the market. Commercial 
real estate remains attractive relative the other asset classes, despite the continued falls in yield thresholds 
and a slight increase in UK government bond yields.  

The progressive recovery of the UK investment market from 2013 has taken investment volumes into unknown 
territory, significantly higher than the record highs of the previous cycle. But the continuance of low interest 
rates, in a deflationary world where capital markets are highly liquid, and where occupational drivers are 
improving, guarantee that the foreseeable future the investment market will remain very active.  
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Retail Investment 

Retail sector transactions were up by only 11% compared with the first half of 2014. This stands against an 
average 46% for UK investment as a whole. While large lots boosted High Street sales, up two thirds in H1 
2015 over the same period in 2014, and Retail Warehouse transactions increased by 50%, Shopping Centre 
sales were concentrated in lower value stock, and turnover at £2.2bn, was well down from the £3bn transacted 
in H1 2014.  

We expect High Street activity to continue with the same momentum, supported by availability of debt, positive 
investor sentiment and strong cash inflows to institutions and retail investment funds. Investment momentum 
will also continue in the warehouse sector, with weight of money still driving activity and adequate availability 
of stock. Supply of shopping centre stock is now improving, with a number of large lot sizes coming to the 
market, and we anticipate improved volume compared to H1. This all points to an improvement in retail activity 
in the remainder of the year.   

 

 

 

 

 

 

 

 

 

 

Prime investors were the largest net investors in 2014 purchasing £114m more than they sold throughout the 
year. Pricing is, to a degree driven by weight of capital, not necessarily occupational fundamentals. 

Competition for the best shopping properties has been largely fuelled by cheap debt finance which is enabling 
investors to leverage their buying power with senior debt now commonly available with loan-to-value ratios of 
more than 70%. The availability of debt finance is now at post-crisis highs, with banks and non-bank financial 
institutions all active and targeting opportunities to lend across a wide range of sectors and markets.  

The weight of capital targeting Central London retail assets remains intense with a broad of domestic and 
overseas investors targeting stock on the main thoroughfares. The limited availability of opportunities has 
however forced investors to consider well-priced secondary assets outside the prime core, including assets 
management potential in less popular areas.  Currently a growing proportion of activity being transacted 
outside the prime locations in being recorded in Charing Cross, Piccadilly and the Strand.  

Prime yields within the west end of Oxford Street are currently trending inwards at around 3.00% while in 
Knightsbridge they are around 3.75%.    

There has been plans to redevelop Queensway into a ‘Covent Gardens’ style shopping precinct by 2020 with 
a £1billion pound budget. The backers of the scheme, which mainly is located by the Whitley’s Shopping 
Centre, have secretly bought a number of properties along the street including the Queens ice rink. Dixon 
Jones Architects have been instructed to draw up a masterplan which expects to complete. Improvements to 
Queensway include wider pavements and part-pedestrianised side roads. The subject property is located at 
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the very southern end of Queensway and may not directly benefit from the improvements being proposed, 
although as the popularity of the new shopping and leisure development improves, increases in rent trends for 
Queensway may trickle throughout.  

 

Retail Occupational:  

In the London market, the record rents and availability constraints on the main West End thoroughfares is 
pushing demand into neighbouring side streets and some of the strongest rental growth is now being seen in 
locations such as Dover Street and Conduit Street. Rents in the west end are still at record highs and remain 
under pressure to rise in both core and off-core locations.  

National high street multiples are expected to remain focused on store portfolio rationalisation and will continue 
to target the best high street and shopping centres while closing stores in weaker locations.   

Still, there remains a continued and large divergence in rental growth between prime and secondary assets. 
Central London continues to contribute most to rental growth with rents expected to grow by 7.7% this year, 
and by an average of 4.8% in the period 2015 – 2019. Generally, real rental growth remains limited and still 
an anomaly in all but the best locations while a large majority of high street assets are still over-rented.  

There is still high demand for flagship and new concept stores on the main West End thoroughfares with 
Google, for example recently opening its first branded store on Tottenham Court Road. With the planned 
redevelopment of Queensway by 2020 there could be a growth in interest from key retail occupiers looking for 
new opportunities to grow and expand their portfolio. As it stands the majority of occupiers are dominated by 
gift shops and restaurants and the parade is need of improvements to bring it up to the standards offered by 
nearby retail locations in the West End and Kensington.  

Prime rents, found in and around the Whitley’s Centre, remain around £190-200 psf ZA on Queensway with 
little movement from 2014.  This may be partly owing to the anticipation of the redevelopment soon to 
commence and therefore landlords are agreeing shorter lease terms at lower rents to coincide with the up and 
coming makeover.  

Landlords are now beginning to become more selective on what tenants they agree leases with and have a 
preference for higher end retail operators to coincide with the wider redevelopment and improvement plans in 
the area. With time we should experience a decrease in discount/ tourist based retail units in favour for more 
up-market occupiers to attract investment and improve consumer spending within the immediate area.   

We have carried out research on recent transactions and have not been able to identify or confirm any 
completed disposals since we last reported. Further to this acting agents were not able or willing to comment 
or confirm letting information.  

 

Retail Rental Comparables: 

We have conducted comparable research along Queensway analysing the rental trends along the micro 
market. Prime rents are being achieved further north along Queensway at units located in and around 
the Whitley’s Centre and remain around 390 - £200 psf ZA. Generally the rental tone is similar between 
the junction of Queensway and Bayswater, running northwards until Moscow Road where rental levels 
are in and around £120 psf ZA.  
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115 Queensway 

We are aware that this unit is currently under offer at the asking price of £120,000 pa which breaks 
back to £200 ZA psf. The property is located on the western side of Queensway within the busiest 
section of Queensway retail parade and offers a ground and basement unit totalling 167 sq m 
(1,800 sq ft).  This property represents the prime stock along Queensway and thus demands a 
premium rent for this positioning.  

 

80 Queensway  

This property is currently under offer at £70,000 pa which reflects around £120 ZA psf. The property 
is well located and benefits from being situated adjacent to McDonalds. The property has been 
granted A1 use and totals 121.62 sq m (1,309 sq ft).  

 

109 Queensway 

We understand this unit let in March 2015, but the agent was not willing to divulge the transaction 
details. The property was being marketed in the region of £130,000 pa which reflects £200 ZA. The 
property is located on the western side of Queensway within the busiest part of the shopping 
parade and arranged over ground and basement levels totalling 198,73 sq m (2,140 sq ft). 

129A Queensway  

Currently on the market by way of an assignment with a lease held until June 2016 at a passing 
rent of £94,000 pa which reflects a ZA rate of around £180 per sq ft. The property comprises a 
shop unit arranged on ground floor with basement storage accessed via a hatch door.  Premium 
offers were invited for fixtures and fittings.  

127a Queensway  

Arranged over ground floor totalling around 68.65 sq m (739 sq ft) is currently on the market by 
way of a new full repairing and insuring lease outside the L&T act at a quoted rent of £97,500 pa 
reflecting a Zone A rent of £180 per sq ft.  

 

The majority of the above available units are situated in a superior positioning along Queensway, 
benefitting from a higher footfall and within close proximity to Whitley’s Centre in which the proposed 
redevelopment is due to commence. Unit 80 Queensway represents a more comparable retail premises 
and we have adopted a market rent for the subject property to reflect accordingly.  

 

Retail Investment Comparables:  

The virtual freehold (986 years unexpired) 137 – 141 Kensington Church Street, located on a 
popular retail parade and affluent area with three retail units fully let to independent retailers with 
8 years unexpired and 2 years term certain with a combined rent of £139,500 pa. Rents in this 
vicinity are currently transacting around £125 psf ZA and the location is currently going through a 
wave of redevelopment and public realm improvements. This property is currently on the market 
at a quoting price of £2,775,000 reflecting a Net Initial Yield of 4.75%.  
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168 – 174 Kensington High Street 

A 1,075 sq m (11,572 sq ft) plot extending over 6 floors and comprising 3 retail units with frontage 
onto Kensington High Street. Tenants include Wilko, Columbia Sportswear and Kathmandu. There 
is also 17 residential flats off on along lease for a further 86 years. Current income equates to 
£845,000 per annum with a weighted average unexpired lease term of 7.7 years. Offers are sought 
in excess of £18,000,000 reflecting a NIY of 4.4%. The property has been on the market since 
September 2015.  

 

105-109 Oxford Street 

A prime off market transaction sold for £42,500,000 reflecting 2.00% NIY to Thor Equities. The 
seven level property totalling 1,068 sq m (11,500 sq ft) of prime ground floor retail units let to 
Footlocker and Tiger and 1,366 sq m (14,700 sq ft) of high end residential space on the upper 
levels. The property represents a prime building within a prime west end location adjacent to the 
future Crossrail Tottenham Court Road Station.   

 

76-78 Notting Hill Gate 

This property consists of the ground floor retail unit totalling around 242.57 sq m (2,611 sq ft) let to 
The Royal Bank of Scotland on a 25 year lease expiring June 2034 subject to a rent review/break 
option in 2019, 2024 and 2029. Passing rent currently stands at £300,000 pa equating to £210 ZA. 
The upper floor luxury flats have been sold on separate a long leasehold. This property is currently 
on the market at a quoting rent of £8,100,000 reflecting a Net initial Yield of 3.50%. Have spoken 
to active agents in this market who have commented that this property has failed to attract interest 
and is likely to have been priced to keen at this level. One reason for this could be the stark contrast 
in investor type needed for the residential and retail element of the site.  

 

90 Notting Hill Gate 

Sold in June 2014 for £5,740,000 reflecting a Net Initial Yield of 3.90%. The property totalling 293.9 
sq m (3,162 sq ft). The entire which consists of a retail ground and basement floor and 3 upper 
floors used for office and staff accommodation.  The entire property is let to Foxtons Ltd, on a 15 
year lease expiring 31st March 2023 at a passing rent of £240,000 pa. This property is located next 
to 76-78 Notting hill Gate which is currently on the market.  

 

95-99 Charing Cross Road 

Let to Caffe Nero and The Change Group on separate leases expiring 2022 and 2030 respectively 
and benefitting from a passing rent of £195,000 pa was sold on a part freehold, part leasehold 
interest in March 2015 for £4,350,000 reflecting an initial yield of 4.24%.  

 

Retail Summary:  

We have liaised with local agents and analysed the comparable evidence as well as looking at the micro 
and macro market trends. We have also taken into account the current specification and positioning along 
Queensway in coming to our opinion of Market Rent. We have made a differential rental analysis between 
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the A1 use retail units and the A2 (Bureau de change) as they differ in specification, prominence and 
configuration.  

As result we have applied a Market Rent equivalent to £150 ZA (psf) to unit 2 and £120 ZA (psf) to unit 4 
and 6.   

Based on the above investment comparables along with wider West End investment trends we have 
applied split yield approach between the residential and commercial income adopting an Equivalent Yield 
of 4.25% on the current commercial income and 3.00% on the residential income stream. This reflects a 
Net Initial Yield of 3.91% and a Reversionary Yield of 3.66% in December 2021.  

 

Desktop valuation  

2,4 & 6 Queensway 
Based upon the update information supplied and our understanding of the property as detailed above, we 
consider the Market Value of the freehold interest in mixed use retail and residential asset 2, 4 & 6 
Queensway, subject to the comments and caveats contained in this desktop valuation report, as at the date 
of this report to be fairly stated in the region of: 
 

£7,130,000 
(Seven million, one hundred and thirty thousand pounds) 

 
We enclose a valuation printout for 2, 4 & 6 Queensway at Appendix E. 
 
7 Fosbury Mews 

Based upon the update information supplied and our understanding of the property as detailed above, we 
consider the Market Value of the freehold interest in 7 Fosbury Mews, subject to the comments and caveats 
contained in this desktop valuation report, as at the date of this report, to be fairly stated in the region of: 
 

£3,250,000 (Three million, two hundred and fifty thousand pounds) 
 
123 Bayswater Road (The former Black Lion Pub) 
The Market Value of the freehold interest in the Black Lion, having regard to trading potential as at today’s 
date, with the benefit of vacant possession is: 
 

£8,000,000 (Eight million pounds) 
NB: Please refer to Fleurets valuation report attached at Appendix B. 

 
(1). This is a "desktop" overview provided for guidance only. It is not intended to be and must not be relied 

upon as a substitute for the valuation conclusions that would be reached by DTZ following a valuation 
commissioned and carried out on DTZ's standard terms and conditions. Such conclusions may well be 
materially different. No information is being provided to us on the property; all such information we are 
able to obtain will be from publicly available sources.  

 
(2). We have not inspected the property nor have we undertaken full verification or research. The opinions 

detailed above are totally dependent on the adequacy and accuracy of the information supplied and the 
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assumptions made. It should be noted that should these prove to be incorrect; the accuracy of this 
opinion will be affected.  

 
(3). The contents of this letter are confidential to the addressee for the specific purpose to which they refer 

and are for their use only. Neither this letter nor any part thereof may be reproduced or referred to in any 
document, circular or statement, nor may its contents, or part thereof be disclosed orally or otherwise to 
a third party.  

 
(4). If instructed to undertake a valuation of the property we will be required to investigate any recent 

marketing of the property. Any recent marketing is likely to provide the best evidence as to the current 
Market Value of the asset and therefore our findings following such an investigation may have a material 
impact on the Market Value reported. If a purchase price has been agreed we recommend that we are 
advised of it as soon as possible so we can reconsider our desktop opinion.  

 
(5). If any circumstances surrounding the property changes between the issue of this desktop opinion of 

value and the completion of a formal valuation report (such as a change in the purchase price) we must 
be advised of such a change as soon as possible so we can reconsider our desktop opinion.  

 

Confidentiality and Disclosure  

The contents of this letter are confidential to the party to whom they are addressed for the specific purpose 
to which they refer and are for their use only. Consequently, and in accordance with current practice, no 
responsibility is accepted to any other party in respect of the whole or any part of their contents.  Before this 
letter, or any part thereof, is reproduced or referred to, in any document, circular or statement, and before its 
contents, or any part thereof, are disclosed orally or otherwise to a third party, the valuer's written approval 
as to the form and context of such publication or disclosure must first be obtained.  Such publication or 
disclosure will not be permitted unless, where relevant, it incorporates adequate reference to the Special 
Assumptions and/or Departures from the RICS Valuation – Professional Standards 2014 UK Edition referred 
to herein.  For the avoidance of doubt, such approval is required whether or not DTZ Debenham Tie Leung 
Limited is referred to by name and whether or not the contents of our Report are combined with others.  
 
Yours faithfully 
 
 
 
 
 
Jonathan Stickells MRICS 
Senior Director 
For and on behalf of DTZ  
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Appendix A: Instruction 
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Victoria Baker-Sinclair/GBR/DTZ

From: Freddie Winkley <freddie@fentonwhelan.com>

Sent: 03 June 2015 19:18

To: Victoria Baker-Sinclair/GBR/DTZ

Subject: Bayswater re-valuation

Hi Victoria,  

 

I hope this email finds you well.  

 

We are progressing with our development and are close to a final design to submit in a planning 

application. We are looking to undertake viability assessments prior to an application and we therefore 

need a market valuation of: 

 

- 2&4 Queensway 

- 7 Fosbury Mews  

- 123 Bayswater Road (presumably by Fleurets) 

 

Would DTZ be able to undertake a desktop valuation? Presumably you have retained all the information 

from last year? 

 

In addition, we have another site on Edgware Road that needs to be valued for loan security purposes. It is 

currently a commercial site (ground floor retail with two upper office storeys) but with planning for 

converting the upper floors to residential. There is also a planning application in for a roof top extension to 

increase the number of units. Would you be able to provide a valuation on this too? 

 

The Bayswater valuations will need to be addressed to the owning entity in Bayswater. The Edgware Road 

site would need to be valued for the bank.  

 

Perhaps it would be easier to talk on the phone. It would be useful to know your proposed fee.  

 

Kind Regards,  

 

Freddie 

 

FREDDIE WINKLEY 

Property Analyst 

  

T : +44 (0) 207 965 6056   M : +44 (0)7796 715428 

37 Upper Brook Street, Mayfair, London W1K 7PR 

www.fentonwhelan.com 
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Appendix B: Fleurets - 123 Bayswater Road 
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Customer: Bayswater Road (Holdings) Ltd & Fenton Whelan c/o DTZ  
____________________________________________________________________________________ 
 

2 of 10  

 
Market Value is defined by the RICS as the estimated amount for which an asset or liability should 
exchange on the valuation date between a willing buyer and a willing seller in an arm’s length 
transaction after proper marketing and where the parties had each acted knowledgeably, prudently 
and without compulsion. 
 
Market Rent is defined by the RICS as the estimated amount for which an interest in real property 
should be leased on the valuation date between a willing lessor and a willing lessee on appropriate 
lease terms in an arm’s length transaction after proper marketing and where the parties had each 
acted knowledgeably, prudently and without compulsion. 
 
Fleurets specialises solely in the sale and valuation of hotels, restaurants, public houses and other 
forms of licensed and leisure property.  Such properties are generally valued as fully equipped 
operational entities, having regard to trading potential.  Fleurets is only able to provide valuations on 
the basis that the property is, or will be, used for the foreseeable future only for such use and any 
potentially higher value for alternative use will be ignored, although we will draw to your attention 
where it is considered that such value is likely to arise. 
 
Fleurets provided a valuation report for secured lending purposes in relation to the property as at 16th 
June 2014.    
 
You have requested that we provide an update valuation as at today's date.  This is understood to be 
to support the ongoing planning viability discussions with the local authority.  This report is to be used 
solely for this purpose. 
 
This report is to be read in conjunction with the report dated 16th June 2014.  We have not repeated 
the Statutory Enquires previously covered in the former report and have therefore assumed there to 
have been no material changes to such matters which would affect our valuations.  This update report 
is in an abridged format as per your instructions.  All assumptions made previously have been 
adopted again in this instance.  Our report accords with the Fleurets Standard Terms of Engagement.   
 
You have instructed us to provide our opinion of Market Value of the freehold interest in the property 
with the benefit of vacation possession. The upper floor domestic accommodation is however now 
occupied by live-in guardians.  For the purposes of this valuation we have assumed that the property 
would be available freehold with vacant possession for continued and future use as a public house.  
 
The property was re-inspected by Rosie Hallam MRICS on Wednesday 24th June 2015. 
 
Description 
 
At the point at which Spirit vacated various fixtures, fittings and decorative finishes were removed.  
We set out below an overview of the property in its current state. 
 
External 
 
The property comprises a three storey, end of terrace, corner building constructed in the late 19th 
Century.  It is of pale brick construction with a pitched roof set behind a parapet wall.  The property is 
arranged over basement, ground, first and second floors, with a small return frontage onto the 
external ground floor trading area.  The property is not Listed but does lie within the Queensway 
Conservation Area.  
  
Internal 
 
The property provides a well proportioned, split level, ground floor trading area.  In its current state the 
entirety of the ground floor area has been stripped of fixtures, fittings and lose inventory.  I would 
highlight that, as an overview, the following items were noted as having been removed (including but 
not limited to: 
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Condition 
 
We refer you to paragraph 4.1 in the reported dated 16th June 2014.  We are not aware that the 
previous owner took any action in the previous 12 months to remedy any of the items of disrepair.  In 
particular I would highlight that the timber window frames remain in poor repair and condition.  We 
have assumed all the issues noted in 2014 remain relevant now.   
 
We would also highlight that the ground floor has now been stripped back to shell.  We have assumed 
that whilst the tenant's fixtures and fixtures and equipment have been removed that all services to the 
property remain in place and ready for connection.  The strip out works have left the ground floor 
space in poor decorative repair and condition. 
 
Tenure 
 
We understand that the property is held freehold by Bayswater Road (Holdings) Ltd having acquired it 
for  in 2014.  The property benefits from vacant possession.  At the time of reporting in 
2014, we understood there to be a telecommunications agreement (holding over) which provided 
£3,000 per annum income.  We have not been advised whether this agreement remains in place, 
however, the Nokia installation was still visible in the basement at the time of my inspection.  We do 
not consider this to have a material impact on value and have therefore not included this income in 
our valuation. 
 
Valuation Approach & Assumptions 
 
We have undertaken this valuation using the Profits Method of Valuation.  This initially involves the 
assessment of the Fair Maintainable Turnover (FMT) for the particular business, being the level of 
trade that a reasonably efficient operator would expect to achieve, from all forms of income, when 
running the business in a proper manner, on the assumption that the property is properly repaired, 
maintained and decorated. 
  
From the FMT, the valuer will determine an appropriate Fair Maintainable Operating Profit (FMOP).  
This will vary, depending upon the age, location, style, configuration and accommodation of the 
property and upon the nature of the trade (and terms of the lease).  Operating profit is stated before 
the deduction of finance, depreciation, owner’s drawing and exceptional costs.  
  
The valuer will then apply an appropriate multiplier or Year’s Purchase (YP) to capitalise the 
anticipated profit.  The adopted YP will vary, depending upon the physical, locational and operational 
characteristics of the asset and will also reflect the valuer’s opinion of risk and reward.  In considering 
the appropriate multiplier to adopt, the valuer will have regard to actual profit and turnover being 
achieved, the available evidence demonstrating the same and also the difference, if any, between 
those figures and the adopted FMT and FMOP. 
  
Subjective adjustment of the end value may be required, in order reconcile the difference between the 
assumed hypothetical position and reality (e.g. dilapidations, refurbishment costs, etc). 
 
The Public House Sector 
 
Notwithstanding the decision of the Government in March 2013 to scrap the beer duty escalator 
increasing taxation remains a major challenge to the public house sector.  Since March 2008, when 
the escalator policy was introduced, tax on beer has risen 42%, and tax (excise duty and VAT) now 
accounts for over £1.00 of the average price of a pint of lager - £3.37.   

 
The recent trend of pub closures, which peaked in 2009 with over 50 pubs per week closing, has 
declined, however the number of UK public houses continues to fall.  The total number of pubs in the 
UK has fallen by 21% (12,794) since 2000. 
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Residential Tenancies 

Queensway Flats        

             

Floor Beds 
Size GIA 
Sq. Ft. 

Term Commencement 
Rent 
PA 

Rent 
PCM 

Rent 
PW 

1st 1 564 Monthly Rolling 29-Apr-13 £22,880 £1,907 £440 

2nd 1 564 Monthly Rolling 15-Sep-14 £20,800 £1,733 £400 

3rd 1 564 Vacant - - - - 

4-5th 3 850 Monthly Rolling 21-Feb-15 £33,800 £2,817 £650 

Total  2542     £77,480     

             
7 Fosbury Mews 
      

Floor Beds 
Size GIA 
Sq. Ft. 

Term Commencement 
Rent 
PA 

Rent 
PCM 

Rent 
PW 

G&1 3 1962 Quarterly Periodic 16-Jan-15 £80,600 £6,717 £1,550 
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UK economy 
 

Europe’s economic recovery is showing signs of flat-lining 
once more following a string disappointing economic 
figures over the course of September. It is expected that 
this will force the European Central Bank into further 
economic stimulus measures, increasing its €1 trillion 
quantitative easing programme. Given the further 
concerns over oil prices in Russia and the Middle East 
and instability in the Chinese stock market, the UK’s 
economic growth looks far from secure going forward. 

Uncertainty continues to surround the expected rise in 
interest rates from the current record low of 0.5%. New 
estimates this month suggest that the Bank of England 
will not move the rate from 0.5% to 0.75% until December 
2016. However, the Bank of England’s chief economist 
has suggested that the rate could fall lower before it is 
raised, with a period of negative rates a possible option to 
combat the prospect of another recession.  

Consumer Price Inflation (CPI) continues to hover around 
the 0.0% or “noflation” mark, sliding from 0.1% on a 
monthly basis. The largest downward contribution in 
August 2015 was from a rise in clothing prices, while 
changes to motor fuel prices and sea fares also led to the 
rate of inflation falling. As we mention later in this section, 
the stuttering rate of inflation has led to economic analysts 
downgrading inflation forecasts for this year. 

In the run up to the General Election the Conservatives 
were buoyed by a positive employment market, as job 
creation increased month-on-month and unemployment 
tumbled. However, both the level of employment and 
unemployment have remained unchanged at 73.5% and 
5.5% respectively. Pay including and excluding bonuses 
picked up in the three months July 2015, increasing to 
2.9% and recovering strongly following a larger than 
expected fall in June 2015. 

Despite a downgrading of inflation growth for 2015 the 
latest forecast for the UK economy from the Treasury’s 
Panel of Independent Forecasters’ paints a broadly 
similar picture of the last few months. Economic growth is 
expected to exceed 2.0% per annum over the next five 
years although this will slowly decline from 2.6% in 2015 
to 2.3% by the end of the decade.  

 

 

Figure 2 

UK GDP growth quarter-by-quarter 

Source: ONS 

 

Figure 3 

Consumer price inflation vs earnings growth 

 
Source: ONS 

 

Figure 4 

UK GDP and inflation forecasts 2015 - 2019 

 
Source: HM Treasury 

 

-0.5%
0.0%
0.5%
1.0%
1.5%
2.0%
2.5%
3.0%
3.5%

Ju
l-1

2
Se

p-
12

N
ov

-1
2

Ja
n-

13
M

ar
-1

3
M

ay
-1

3
Ju

l-1
3

Se
p-

13
N

ov
-1

3
Ja

n-
14

M
ar

-1
4

M
ay

-1
4

Ju
l-1

4
Se

p-
14

N
ov

-1
4

Ja
n-

15
M

ar
-1

5
M

ay
-1

5
Ju

l-1
5

CPI Earnings

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

2.1%

2.2%

2.3%

2.4%

2.5%

2.6%

2.7%

2015 2016 2017 2018 2019
GDP CPI

-0.40%
-0.20%
0.00%
0.20%
0.40%
0.60%
0.80%
1.00%

Q1
2012

Q3
2012

Q1
2013

2013
Q3

2014
Q1

2014
Q3

Q1
2015





 

Cushman & Wakefield Residential 
Research 

 

 
www.cushmanwakefield.com RESIDENTIAL MARKET COMMENTARY 4 

 

                                                                            
UK mortgage market 
 

Figures from the Council of Mortgage Lenders (CML) 
reveal a market enjoying steady growth as a result of 
continued low interest rates and growing earnings.  

As figure 8 (below) highlights there has been a sharp rise 
in home-owner house purchase lending since the Election 
result. The outlook for the rest of the year is positive and 
the CML believe lending will accelerate further over the 
last five months of 2015. Lending for home-owner house 
purchases rose by 7.4% month-on-month and 4.8% year-
on-year to 67,800 loans. This consisted of 31,000 loans 
for re-mortgage purposes, representing a 5% fall from 
June 2015 but a significant rise of 26% on an annual 
basis. A further 30,200 loans were advanced to first-time 
buyers in July 2015, up 2.7% on a monthly measure and 
4.5% year-on-year.  

Rising house prices have pushed up the average first-
time buyer loan size by £2,225 over the last 12 months to 
£128,000, although the loan-to-value has fallen slightly 
from 84.6% to 84.3%. Capital and interest payments as a 
percentage of income averaged 18.5% over the course of 
July 2015, representing a 1 percentage point fall annually, 
and still significantly below the pre-financial crisis peak of 
24.8% in December 2007. 

 

 

Figure 8 

Mortgage lending by loan type July 2014 – July 2015 

Source: Council of Mortgage Lenders 

 

Home-mover lending also improved in July 2015, rising by 
11.9% month-on-month and 5.3% year-on-year to 37,700 
loans. Like the first-time buyer market the loan size has 
increased over the last 12 months by more than £11,000. 
Capital and interest payments accounted for 18.1% of 
total income, down 0.6 percentage points from July 2014. 

The buy-to-let sector has outpaced the owner-occupier 
lending market over the course of the year, recovering 
strongly having suffered more than home-owner loans 
during the economic downturn. Buy-to-let house purchase 
loans declined by 71% from the peak in 2007 to the trough 
in 2009. 25,200 loans were advanced in July 2015, 
increasing by 14.0% on a monthly basis and a substantial 
uplift of 39.2% on an annual basis.  

Buy-to-let re-mortgage lending accounted for over half of 
buy-to-let loans in July 2015, increasing by more than 
50% on an annual basis to 13,200 loans. Buy-to-let house 
purchase increased at a much slower pace over the last 
12 months, rising by 26.9% to 11,800 loans.  
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London property market 
 

Sales 
 

House price growth in London picked up strongly on a 
monthly basis in August 2015, increasing by 1.7% to a 
new record high average of £493,026. However, year-on-
year, growth slowed sharply from 8.3% to 6.6%. Across 
the 10 highest value boroughs in the capital annual 
growth averaged just 3.5%, compared to 9.6% in outer 
London. The most notable annual increases in house 
prices remains confined to outer London boroughs, 
particularly Newham, Hillingdon and Havering. Not one of 
the top 10 boroughs has an average house price above 
£400,000, indicating most growth in London is now in 
areas starting from a relatively low base point.  

Stamp duty receipts reached a record high in the financial 
year 2014/15 as £7.5 billion was generated through 
residential property transactions, official figures from 
HMRC show. This marks a notable uplift from the £6.4 
billion intake in the previous year, driven by stamp duty 
revenue in London exceeding £3 billion. Together with the 
South East of England the two regions accounted for two 
thirds of the total revenue for the UK. Since the financial 
crisis in 2008 stamp duty revenue in London has grown 
by 248%, compared to a range of 75% to 158% across 
the rest of the country.  
 

 

Lettings 
 

Rental values dropped marginally in London on a monthly 
basis while annual growth slowed, but remains over three 
times the rate of income growth at 10.1%. The average 
rental property in the capital charges £1,278 per month 
according to LSL’s Buy-to-Let Index. Demand in the rental 
sector shows no signs of abating as young professionals, 
both domestic and overseas, continue to move to London 
for employment. As a result of a slight dip in rental values 
gross yields edged downwards to 4.4%, back in line with 
the 12 month average.  

A London Underground map showing the average 
monthly rent of a one bedroom property within a kilometre 
of an underground station has highlighted the increasing 
unaffordability of London’s rental market, and emphasises 
further the need for purpose-built private rented stock on 
a large scale. Within travel zone one rents average just 
below £2,000 a month, while the whole of inner London, 
typically characterised as travel zones one to three, 
average above £1,000 per month. Travel zone five 
appears to be the least expensive at £842 per month, 
followed by travel zone six.  

 

 

 
 
Figure 9 
Top 10 London boroughs in August 2015 

Source: Land Registry 

 

 

Figure 10 
Monthly rental value performance and average gross 
yields 

Source: LSL 

 

 

Figure 11 
Average rent for a one-bedroom flat by travel zone 

Source: Zoopla 
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Prime central London property market                  
 
Values on a rate per square foot basis declined in August 
2015 as transaction levels fell sharply to the lowest level 
for seven months.  
 
In the three months to August 2015 values on a rate per 
square foot basis decreased by 0.7% to an average of 
£1,573 in Prime Central London. However, this does 
represent a 1.9% increase on an annual basis. Despite 
this, the key theme to draw from the market in August is 
the considerable fall in transactions. While June and July 
recorded the two strongest months of the year in regards 
to transactions, in August 2015 they fell by 27.3% from 
July 2015 and 22.8% from May 2015. In the height of 
summer a number of high value transactions took place 
in the super-prime markets of Mayfair and Knightsbridge. 
However, in August 2015 transactions above £2,000 psf 
were 58% down on a monthly basis, compared to 16% 
below £2,000 psf.  
 
Weekly rental values in Prime Central London averaged 
£909 per week in the three months to August 2015, 
representing a negligible fall of £1. Transactions levels 
are set to peak in September 2015, the height of the 
student market, and increased for the fifth consecutive 
month in August 2015, up 4.2% on a monthly basis. 
However, in comparison with a year ago the number of 
agreed lettings declined by 13.3%. At a sub-market level 
the Hyde Park and South Kensington markets proved to 
be the most active. Similarly to the sales market, the 
number of high value agreed lettings also dropped in 
August 2015, down 13.7% above £2,000 per week, in 
comparison with a 6.2% rise below this level.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

Table 2 

Prime central London average achieved psf and weekly 
rental values by location 

 August 2015 
Location Average psf Average 

rent p/w 
Chelsea £1,822 £897 
Earls Court £1,590 £664 
Hyde Park £1,354 £679 
Kensington £1,575 £1,052 
Knightsbridge/Belgravia £2,261 £1,263 
Marylebone £1,465 £878 
Mayfair £2,250 £1,233 
Notting Hill £1,427 £759 
South Kensington £1,443 £974 
St John’s Wood £1,191 £1,124 
West Brompton £1,331 £772 
West Kensington £1,092 £641 
Westminster £1,254 £673 

Source: Cushman & Wakefield/Lonres 

 

Figure 12 

Prime central London average psf and three month 
performance 

 
Source: Cushman & Wakefield/Lonres 

 

Figure 13 

Prime central London average weekly rental values and 
three month performance 

 
Source: Cushman & Wakefield/Lonres 
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Appendix E: 2,4 & 6 Queensway Valuation  

Printout 
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