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1 INTRODUCTION

1.1 This property market review was commissioned by Corby Borough Council as an
input to its employment land review, part of the evidence base for the emerging Part
2 Local Plan. The property market review is in two parts. In Chapter 2 below we
consider the market in general, to gauge the likely effective demand for new
floorspace, and hence for development land. In Chapter 3 we turn to specific sites, to
provide a market-facing assessment of selected existing and potential employment
sites, for input into the site-specific recommendations in the main report.

1.2 Most of this report was originally drafted in mid-2017 and is based on information
relating that time. But the assessment of established employment areas is more
recent, based on information for early 2018.
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2 THE PROPERTY MARKET IN GENERAL

Study approach

Overview

2.1 This chapter provides a general assessment of the market for employment space in
the borough of Corby, covering offices, general industrial space and strategic
distribution. Below, for each of these categories we will consider in turn demand,
supply and the balance of the market. We aim to assess the potential demand for
floorspace and land and draw the implications for planning, both as regards the need
for development land and the safeguarding of existing employment sites.

2.2 In relation to demand, we will identify the types of business that are taking space in
the borough or may consider doing so, and what property they are looking for in
terms of type, size and quality. In relation to supply and market balance, we will
analyse the stock which is currently available, recently developed and in the pipeline,
and the rental values and capital values that properties in the area are achieving. The
purpose of our analysis is to determine:

A How far the existing floorspace stock is meeting current and foreseeable occupier
requirements;

A Hence, how far there is likely to be demand for more or different space, now or in
the future;

A Conversely, if property and land are oversupplied, overall or in particular sections
of the market.

2.3 These findings will help assess the potential demand for new employment
floorspace, and hence the quantity and qualitative mix of development sites that
should be identified for employment uses.

2.4 A strength of the market-facing analysis is that it considers real-life property
transactions, including the values (rents and prices) realised in such transactions,
and whether those values are enough to support viable development. This provides
evidence of effective, or viable, demand i which means that potential occupiers will
pay enough, and (where relevant) have enough covenant strength?, to support
financially viable development. This is important because only sites that are viable
will be delivered in practice, and in line with national planning policy Local Plans
should be identified for employment only if they are likely to be delivered. Thus, the
National Planning Policy Framework advises that plans should be deliverable (para
173) and planning should avoid safeguarding employment sites that have no
reasonable prospect of being used for that purpose (para 22).

1 A business tenant has strong covenant if there is good evidence that they will be in good financial health, and
able to pay the rent, through the period of the tenancy.
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Sources and definitions
2.5 Our property market research has drawn on two main sources:

A We have relied on the property market database Estates Gazette Interactive
(EGI) and commercial property research reports for evidence of take-up,
availability and values, both for the market overall and individual properties.

A For greater qualitative understanding of the market, we have consulted
extensively with agents, developers and investors active in Corby and
surrounding areas. The consultation has been by telephone and at a stakeholder
workshop hosted by the Borough Council.

2.6 The main market indicators we have considered are rental values, yields, capital
values, recent take-up and floorspace availability (vacancy). In a property market
contextupoomaelkes the occupat i?clake-apfcoversisi ness f
both new-build and second-hand space (second-hand being the larger share of the
market) > When we consider availability, we consider all space being currently
marketed. This covers both new and second-hand space.

Background

2.7 The borough of Corby is north of Northampton, east of the M1 and west of the A1(M)
(see Figure 2.1). It is part of North Northamptonshire, which also comprises the local
authority areas of Kettering, East Northamptonshire and Wellingborough.

2.8 Corby lies around 7 miles north of the Al14 corridor, with the Al14 providing direct
access to the national motorway networks via the M1 and A1(M). Furthermore, the
Al4 is part of European route E24. The E24 is a part of an international road
network, forming an east/west link from the port of Felixstowe to the North Sea.
Corby also benefits from a railway station, which currently provides a regular service
into London St Pancras International, with approximately one train per hour and a
journey time of approximately 70 minutes.

2.9 Despite Corby having relatively good motorway access, as we explain later in this
chapter, some business occupiers perceive its location to be weaker than
neighbouring centres. Northampton, which is located 26 miles south west of Corby, is
considered to have superior connectivity, being located on the M1 and having a more
frequentrailser vi ce t o L on dojourneyNiroertd Loraon prt thoe trainsis
considered to fall in t hLecatidrs tulthdréhan ohechour 6 f or
from London are often considered unattractive for commuters. Kettering, located
seven miles south of Corby on the A14, is a weaker location than Northampton, due
to not having direct access on the M1. But it has some perceived advantages over
Corby, comprising direct access to the A14 and a twice-hourly rail service into
London, which takes one hour.

2By contrast, i n a -upplda nmeianngs ctohnet el xatn dé tdaekvee | oped t o provi de
3 Second-hand stock comprises all previously occupied floorspace, including refurbishments.
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2.10

211

2.12

2.13

Figure 2.1 Location a nd administrative boundary
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These mar ket perceptions un dleotheamvtandhoathee
future. The A43, which links the town to the Al4, is a dual carriageway. There is little
congestion around the town; except for some @inch pointséaround Earlstrees
Industrial Estate at Weldon South - which will be addressed by the completion of the
Orbital Link Road and improvements to the road network at the A43/A6116. In
addition, train travel time and frequency to London will improve once the upgrade to
the Midland Mainline is completed in 2019. These advantages should be better
known.

Hi storically Corbyds growth was driven
expansion of the town during the first part of 20" century. In the latter parts of the 20"
century the steel industry declined, leading to major job losses and unemployment
during the early 1980s. However, employment did bounce back, partly due to the
town benefiting from the countyds first
private sector investment.

Corby is identified as a growth town, which has already resulted in significant
investment in the town centre through the Willow Place shopping centre development
(shops such as Primark, H&M, River Island and TK Maxx) along with new housing to
the north east of the town.

The town is intended to grow further, as seto u t in the vision of
Corporate Plan for 2015-2020: @ o regenerate through growth and to double the
population toward 100,000 people by 2030 with a complementary increase in jobs,
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prosperity and public services that rank with the very best.6 Much of the housing
growth is planned on the strategic urban extensions (SUESs) to the north-east and
west of the town.

The office market

National context

2.14 Typically, new office development is financially viable in major towns and cities.
Generally, new development requires a pre-let in place to a blue-chip covenanti i.e.
on a long lease to a high-quality tenant that is likely always to pay its rent and adhere
to its obligations. This structure gives sufficient security to the investment to enable
funding to be obtained.

2.15 There is evidence of speculative office building in London and key regional centres
where there is very strong office demand. Key regional centres where speculative
office building has occurred is in the Thames Valley and cities such as Birmingham
and Manchester.

2.16 Inrecent years the main drivers of demand for new office space has been from
finance, professional services and Technology, Media and Telecommunications
(TMTSs). Since the referendum to leave the European Union there has been a slight
cooling of office demand from finance and professional services, but demand from
TMTs remains robust.

Corby as an office location

2.17 Inthe East Midlands region, the core office markets are found in the cities of
Nottingham, Leicester and Derby. The three cities attract demand from some national
professional services, that require a regional presence, and regional and local based
companies. Lambert Smith Hampton quote prime rents as £19.75 psf for Nottingham,
£17.50 psf for Leicester and £17.50 psf for Derby. Closer to Corby, the surrounding
centres such as Northampton, Kettering, Wellingborough and Market Harborough
have much smaller office markets than the main cities. In these locations office
demand is generally weak and is mainly from small regional and local companies.

218 Corbyodés office market is in |Iine with the sul
regional cities. Like Northampton, Corby is primarily seen as an industrial location,
and its office market is very secondary.

219 Most of office stdokyirelatively modern purpose-built accommodation, found
on the out-of-town business parks (Figure 2.2) with the majority developed at the
time of the Enterprise Zone in the 1980s. The most modern out-of-town stock is
found near the railway station on Cottingham Road and at the Enterprise Centre,
both of which have let well, but came forward with public sector intervention. The
Enterprise Centre, was completed at the end of 2010 and was entirely funded by
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public sector money.* The Enterprise Centre provides 38 offices suites between 200
sq ft to 1600 sq ft. Occupiers on Cottingham Road include Tollers Solicitors and the
Chartered Management Institute and SMEs such as commercial agents Potter
Learoyd are located at the Enterprise Centre.

Figure 2.2 Examples of out of town office stock in Corby

Source: EGi, Budworth Hardcastle

2.20 Inthe town centre most of the office stock is more dated than out of town, having
been built in the 1960s. A prominent example is Deene House (Figure 2.3, left-hand
panel), which houses much of the BoroughCounci | 6s staff. The town
contains a high-profile modern office building, Corby Cube, which was completed in
2010 and houses public-facing Council services including a one-stop shop, library
and theatre. The Cube is pictured in the right-had pane of Figure 2.3. Its

development was supported by public sector funding.

Figure 2.3 Examples of t own centre office stock in Corby

Source: Google Maps, Wikimedia

Demand

2.21 Property agents report that there is no one sector driving demand for office space in
Corby. Nor do occupiers have strong preferences in terms of location. Most prefer
the town centre to out-of-town offices. But on-site car parking is a key requirement

4 £1.1m from the European Regional Development Fund, the East Midlands Development Agency (emda) £6.5m,
Northamptonshire Enterprise Partnership (NEP), Northamptonshire County Council £1m and Corby Borough
Council £700k
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2.22

2.23

2.24

2.25

May 2018

and is considered more important than location, so generally occupiers are prepared
to go wherever this is available.

Demand for office space in the borough is on a small scale and tends to be from
existing businesses in the borough or neighbouring areas, as far as Kettering.
Agents report that the borough does not tend to pick-up dootloosebregional or
national requirements.

Table 2.1 shows annual office take-up, as recorded by EGi. Between 2013 and 2016
the figure averaged just 11,848 sq ft across 12 transactions (in 2017 no office
transactions were recorded).

Table 2.1 Annual office take -up, Corby, 2013 - July 20 17
No. of Total take-up,

Y )

ear transactions sqft
2013 1 678
2014 5 29,355
2015 3 6,253
2016 3 11,106
2017 0 0
Total 12 47,392
Annual average
2013 - 2016 3 11,848
Source: EGi

Table 2.2 analyses the EGi take-up by unit size. All but two of the 12 transactions
recorded were in small suites, up to 5,000 sq ft. Occupiers taking space during this
period included international shower company Kermi, Peavey Electronics and
Website Design.

Table 2.2 Office take -up by unit size , Corby, 2013 - July 20 17
No. of % of

Unit size ) .
transactions transactions

up to 1,000 sqft 4 33.3%
1001-2,000 sqft 0 0.0%
2001-5,000 sqgft 6 50.0%
5001-10,000 sgft 1 8.3%
10,001-15,000 sqgft 1 8.3%
Total 12 100.0%

Source: EGi

We do acknowledge that the EGi data do not capture all the deals that occur in
Corby. In particular, it is likely that EGi understates the number of very small deals,
up to 1,000 sq ft. The agents we have consulted advise that most deals in Corby are
for units in this size band - where tenants generally seek five-year leases with a
break after year three.
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2.26 EGi also misses one of the largest deals of recent years i where Utility Bidder took
10,000 sq ft at Pearson Academy on Bangrave Road in August 2015, on a five-year
lease with a with mutual break in August 2018. The rent was £11.00 psf, plus £4.50
psf for rates and service charge®. Deals as large as this are untypical for the local
market.

Supply and market balance

2.27 Table 2.3 shows that the EGi database lists around 19,000 sq ft of office space
currently available, across 10 units, which range in size between 460 sq ft and 4,200
sq ft. All the current availability is second-hand stock, with no new space available.

Table 2.3 Office availability, Corby , July 2017

Unit size
(sq m)

Unit size (sq ft)

Suite 10 Sarrington House, 39 High Street,

Corby NN17 1UU 43 460 167 16
iilrlr?itgg House, 39 High Street, Corby 73 290 132 "
ésotrg;a,:l?\ﬁgc;lerourt, Saxon Way East, 9 990 o ]
Emiégﬁ's:h House, Medlicott Close, Corby 156 1681 135 "
oo oS . :
5\;2:‘3 ilglﬂglgNﬁig(;nEgouse, Saxon Way 175 1,885 Not quoted Not quoted
5\7:3[? ?:lglg??\lﬁigognéouse' Smon ey 196 2,115 Not quoted Not quoted
és;rg;a’;t)Ngll%ai NPsrk, Bangrave Road South, 202 2174 Not quoted Not quoted
(l:sc)tr\é\)//erlﬁ\(j):?l-is?ge’ Priors Haw Road, 201 3133 o ]
. :
Total 1,775 19,118

Source: EGi

2.28 Table 2.4 shows that the current number of units available equate to a vacancy rate
of 3.7%, based on total number of units recorded on VOA®. All the vacant units fall in
the size range of 5,000 sq ft or below which is where the EGi data on take-up (Table
2.2) shows there is the most market activity.

5 Potter Learoyd Commercial investment sale details
6 VOA data is for units described as: Offices and premises, Office
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Table 2.4 Office stock and availability , Corby

. Total No of % of units by No. of units . :
Size range . : . % of units available
units size range available
up to 1,000 sqft 190 70% 3 1.6%
1001-2000 sqft 35 13% 3 8.6%
2001-5000 sqft 25 9% 4 16.0%
5001-10,000 sqft 14 5% 0 0.0%
10,001-15,000 sqft 4 1% 0 0.0%
15,001 sqft plus 4 1% 0 0.0%
Total 272 100% 10 3.7%

Source: EGi, VOA, AspinallVerdi

2.29 Based on EGi data of annual office take-up since 2013, the current supply of stock
equates to 4 years of supply, which is within market norms.

2.30 There are currently no new build offices planned for development in the borough.
Sites such as the magistrates court, land next to the train station and the land next to
The Cube could be suitable for office development. Corby West Urban Extension has
an allocation for 500,000 sq ft of employment space (B1/B2), some of this could be
suitable for office use. But office development in the SUE would require public sector
funding and/or the residential to cross-subsidies to bring this forward, due the current
low rents being achieved in the market.

2.31 The only new office space currently proposed will come through the conversion of
Pearson Academy building. The Council has bought the 83,000 sq ft D1 building and
will refurbish the space, with halve to be provided as B1 offices. The building will be
rebranded as Corby Innovation Hub.

Rents

2.32 Rents for good quality second-hand office space in the borough, let on traditional
lease terms, range as follows:

A High Street £12.00-15.00 psf
A Oakley Hay industrial estate £6.00-£13.00 psf
A Weldon industrial estate £6.00-9.00 psf

2.33 These rents are broadly in line with Northampton and Kettering. They are much lower
than seen in the East Midlands cities, which achieve £17.50-£19.75 psf.

2.34 For small units let on flexible terms quoting rents are higher than for traditional office
space. Thus, at Corby Enterprise Centre quoting rents are £21.00 psf, including all
outgoings except business rates. For the Corby Innovation Hub quoting rents are
£20.00 psf excluding business rates, telephone & broadband.

2.35 Atthe rents currently being achieved in Corby, new build office development is not
viable. Agents report that rents on traditional offices would need to be nearer £20.00
psf to enable viable development. But even then, a pre-let on institutional lease terms
to a blue-chip covenant would be required to ensure viable development. Rents
would need to be closer to £30.00 psf to try and stimulate a speculative market.
However, current rents are sufficient to stimulate refurbishment of existing stock.

May 2018 9
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2.36

2.37

2.38

2.39

2.40

241

2.42

Conclusion: the office market

With the forecast growth to the population and improved rail links, Corby may
become a more attractive office location - but this needs to be considered as part of a
longer-term strategy. Currently office rents are too low and occupier demand too
weak to make development viable, meaning that in the short to medium term public
sector intervention and/or cross-subsidies with higher value uses is required to bring
forward new office space. With a supply side stimulus, this may over the medium-
term increase rents. But rents would have to double from current levels to make
development viable. This makes new build development without public sector support
or higher value uses cross-subsidising very challenging.

For the short to medium term, therefore, the focus will be on refurbishment of existing
stock rather than new development. This provides the most cost-effective way to
bring more modern space into the market. Our evidence shows that this space lets
well.

In the longer term, new build office development is only likely to work as part of a
town centre scheme, on a site close to the railway station or as part of the Western
SUE. Such sites will need to provide sufficient levels of on-site car parking to capture
demand. Even so, it cannot be guaranteed that office development will come forward
as part of mixed-use schemes: agents comment that as part of the Parkland
Gateway site a mixed-use solution was considered, but in the current market the
developer could not make it viable.

Industrial space

Introduction

For our market analysis we combine industrial and distribution uses (Blc, B2 and B8)
into one property market sector. This is because these different uses generally
occupy the same types of building, and are difficult to distinguish in practice.

Our analysis below splits the industrial market:

A General industrial uses i including production space (factories and workshops)
also small to medium-sized warehousing

A Large-scale strategic warehousing, in units of around 100,000 sq ft or more,
typically provided as new build on specialist logistics parks

We distinguish these two sub-sectors because they are driven by different factors on
the demand side, as discussed later.

National context

Across both sub-sectors, the national industrial market remains healthy. In the global
economic crisis speculative development came to a halt. At that time there was
sufficient supply to meet demand, due to weakening occupier demand and the wave

May 2018 10
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of speculative development that had occurred pre-financial crisis (driven by easy
access to finance).

2.43 Inrecent years supply has tightened. This is due to improvement in the economy,
changing shopping patterns (increase in online sales), and some units being lost to
higher value residential uses. Most recently, the devaluation of the pound, has
supported growth in the UK manufacturing sector, by making exports more
competitive.

2.44 In some areas of the country the supply of industrial units has not kept pace with
demand, due to the lack of new build development. Developers are finding it much
harder to fund industrial development, including large-scale strategic warehousing,
than before the financial crisis.

2.45 Due to the tight nature of the funding markets, speculative development is generally
only occurring in super prime areas, such as parts of the M1 corridor and Heathrow i
where there is strong occupier demand from blue-chip covenants, so that perceived
risk is low. Across most of the country, the lack of speculative development has led
to an imbalance in the market, with some occupiers having to wait for build to suit
opportunities or taking second-hand space to satisfy immediate requirements.

2.46 The current imbalance in the market is not likely to improve in the immediate future.
Property agents Cushman & Wakefield state that dn the short term, occupier demand
is expected to remain strong, supported by both a rise in exports and ecommerce
related activities. Severe supply constraints in key regional markets should continue
to put upwards pressure on prime rents.d Over the long term, there is of course more
uncertainty; Cushman & Wakefield predict that @emand for industrials will fluctuate
with economic drivers such as the value of sterling, manufacturing and production,
exports, domestic consumption and Brexit.d

General industrial space
Corby as an industrial location

247 The boroughoés existing industri adf-tomnpace i s pi
industrial estates/business parks, and around the steelworks to the east of the town
centre. Except for the steelworks, most industrial space in the borough was built
during the 1980s, when much of the employment land in the town benefitted from
Enterprise Zone designation. Agents report that the first wave of new build was the
early 1980s and followed by a second wave of activity in the late 1980s (examples of
units are shown in Figure 2.4). As a result, some of this stock is nearly 40 years old
and will be coming near to the end of its economic life.

2.48 Occupiers on the established industrial estates/business parks are wide ranging and
include Kettle Interiors, Sanderson Transport, and Latimer Fire Protection.

7 Cushman & Wakefield (Spring 2017) UK Industrial & Logistics Market Outlook

May 2018 11



Corby Employment Land Review ASpin(]"

The Commercial Property Market

2.49

2.50

251

2.52

peterbrett

Figure 2.4 Examples of industrial stock in Corby

Source: AspinallVerdi

Agents generally state that occupiers are not preferring one location over another,
because the infrastructure around the borough is generally good.

Demand

Compared to neighbouring areas, general occupier demand in Corby is weak. Many
businesses still have a negative perception of the town:

A ltis still seen in some quarters as a single-industry town, based on the
steelworks.

A Steel heritage means that the established workforce is thought of as being
heavily unionised and does not provide the flexibility for modern working
practices.

A Existing employment base is thought of as low grade blue collar workers that lack
the skills of an industry that is becoming more sophisticated.

As result of these market perceptions, agents and developers find it difficult to attract
dootloosebproperty requirements.

Table 2.5 shows that between 2013 and 2016 the annual industrial take-up averaged
36,700 sq ft across 97 transactions. Current take-up for 2017 is 28,700 sq ft which
would suggest itds in Iine with recent

Table 2.5 Annual general industrial take-up, Corby, 2013 - July 17

Year N.O' of Total take-up sqft
transactions

2013 20 32,343
2014 28 35,773
2015 29 49,960
2016 20 28,718
2017 13 19,692
Total 110 166,486
Annual average

2013 - 2016 24 36,699

May 2018 12
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Source: EGi

2.53 Table 2.6 shows that since 2013 the spread of unit sizes take-up is broad, with no
particular size band showing comparatively weak take-up.

Table 2.6 General i ndustrial take -up by unit size, Corby, 2013 - July 17

: Total No of % of units by size
Size range

units range
up to 2,000 sqft 18 16%
2,001-5,000 sqft 15 14%
5001-10,000 sqft 21 19%
10,001-20,000 sqft 19 17%
20,001-50,000 sqft 28 25%
50,001-100,000 sqgft 9 8%
Total 110 100%
Source: EGi

2.54 Where the Corby market excels is capturing demand from food processing and
packing companies, engineering, vehicle repairs, vehicle storage and those seeking
freehold sites/accommodation.

2.55 Agents state the workforce in Corby is very suitable for food processing and packing
industry because:

A It has a strong history in shift work i a counter to the perception of being
unionised.

A Corby has benefited from migrant workers who will often take shift work and
accept lower pay, more so than others.

A Corby has cheaper housing than other surrounding areas i making it an
affordable place to live.

A These companies want to be close to London and also to be accessible to other
markets in the north of the country.

A These companies generally prefer freehold property as their units have bespoke
requirement e.g. floor drainage. Agents report that Corby is the first location
north of London where freehold property/land is available. Where units are
speculatively built elsewhere it is delivered to institutional specification which do
notmeetfood processi ng andreguaemknisnTherefooentpa ni e s 6
location combined with availability makes Corby an attractive proposition.

2.56 Food processing companies that have been attracted to Corby include:

A Greencore, a sandwich marker for supermarkets, who have recently taken an
80,000 sq ft unit for expansion.
A Oakhouse, make ready meals, moved from Chesterfield.

A Jackson Bakery, from Hull, who are expanding south, have a planning application
in for a new 100,000 sq ft unit at Genner Park.
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A Blue Sky Holdings a fruit salad producer that moved from Kent took a 50,000 sq ft
unit.

Engineering companies are located in Corby due to historical links with the steel
industry. These companies have evolved and adapted to new markets but have
stayed in the town.

There is also demand from car storage operators such as BCA who are utilising the

abundance of affordabl e | anto, agentsrefoota by 6 s cent

good level of demand from vehicle repair companies, again due to the availability of
affordable premises.

Existing occupiers could potentially generate demand for new development, as many
existing industrial buildings are coming to the end of their economic life. But agents
and developers report issues in satisfying demand from existing occupiers with new
build stock. Existing occupiers are generally in affordable premises. The price
differential between existing premises and the rents/capital values required to make
development viable is too great, so existing occupiers cannot move to more suitable
premises.

Where agents do see future growth, and
other areas, is through the availability of freeholds. As stated above, Corby is one of
the most southern locations where freehold industrial sites are available. The
availability of freehold is an attractive proposition to the market and provides the
potential opportunity for Corby to attract new occupiers and different sectors.
However, part of the solution to capture this demand will be the ability to fund
speculative development to provide premises for immediate occupation and hence
capture any footloose demand.

Supply and Market Balance

Table 2.7 shows that there are 34 units advertised as available on EGi. This is
against a total stock of 611 units registered on VOA? i.e. vacancy rate of 5.6%.

8 VOA data is for units described as: Workshops, storage land and premises, Workshop and premises, Workshop
& premises, Workshop, Warehouse, workshop & premises, Warehouse, offices and premises, Warehouse and
premises, Warehouse & premises, Vehicle repair workshop and premises, Factory & premises, Factory and
premises
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Table 2.7 Availability by number of units, general industrial space, Corby  , July
2017

. Total No of % split of total No. of units % of units
Size range . . .

units stock available available

up to 2,000 sqft 201 33% 1 0.5%
2,001-5,000 sqft 133 22% 9 6.8%
5001-10,000 sqft 88 14% 7 8.0%
10,001-20,000 sqft 86 14% 5 5.8%
20,001-50,000 sqft 79 13% 8 10.1%
50,001-100,000 sqft 24 4% 4 16.7%
Total 611 100% 34 5.6%

Source: EGi, VOA, AspinallVerdi

2.62 Table 2.8 shows that current vacancy, measured by floorspace, is 10%, with the
highest vacancy rate found in unit sizes between 50,001 i 100,000 sq ft.

Table 2.8 Availability by floorspace , general industrial space, Corby , 2017

Floor area available % of floorspace

Size range Total sq ft % split of total stock . available
up to 2,000 sqft 229,102 4% 1,500 0.7%
2,001-5,000 sqft 431,762 7% 24,028 5.6%
5001-10,000 sqft 579,722 9% 47,191 8.1%
10,001-20,000 sqft 1,130,874 18% 73,691 6.5%
20,001-50,000 sqft 2,436,890 38% 199,623 8.2%
50,001-100,000 sqft 1,621,269 25% 296,265 18.3%
Total 6,429,619 100% 642,298 10.0%

Source: EGi, VOA, AspinallVerdi

2.63 Based on annual take-up from 2013, the current availability represents 1.3 years
supply in the number of units available, which would indicate a tight market. But in
floorspace terms it represents over 17 years supply. The reason for the imbalance is
that most of the availability is in larger units, while there is a shortage of smaller units.

2.64 Part of the reason for the lack of smaller units is a lack of new build industrial
development, either speculatively or on a built to suit basis. The most recent new
build in Corby has been Alpha Court, which was developed on a speculative basis
and provided 10 units totalling 61,000 sq ft. But this was brought forward in a
different economic climate, when there was liquidity in the financial markets to fund
such development i.e. pre-global financial crisis.

2.65 Agents and developers report that part of the reason why new industrial space is not
coming forward is that institutional investors will not fund new build development in
Corby, due to the perceived market risks. CWC Group report that, when they sought
funding on a package of sites that included Centrix Park, institutional investors would
not fund the opportunity, due partly of the risk associated with Corby. CWC will now
be bringing forward the Centrix Park site on a speculative basis through using their
own funds, generated fromt he i nvest ment sale of Al pha Cou
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current proposals are for small units of between 5,000i 7,500 sq ft in terraced units
and a larger unit of 60,000 sq ft.

There are two further relatively large sites immediately available for development,
Manton Park and Genner Park. Both these sites offer property on a build-to-suit
basis, with no proposals for speculative development. Manton Park provides parcels
of land up to 7.4 hectares, and so far has experienced little success in attracting
industrial occupiers. The only occupiers that have been secured here are Wickes and
Kia Motors, both of which are non-industrial uses. Genner Park as noted earlier has
recently attracted Jackson Bakery, which will deliver a 100,000 sq ft unit, and has a
further eight hectares of land available for build to suit.

As evidenced through our site visits, there are many smaller parcels of industrial sites
being marketed for sale but these are not listed on EGi such as a 37,000 sq ft,
16,000 sqg ft and 21,500 sq ft units available on a build to suit basis on Princewood
Road, Earlstrees Industrial Estate and a 23,000 sq ft unit on a build to suit basis at
Harpers Court, Oakley Hay. In the longer term, those sites that are being used as
car storage (Geddington Road and Willowbrook North) should be well placed to
capture demand for industrial development.

In a normal functioning market, this number of available sites would not be
considered high but due to the weak demand and the difficulty in delivering sites this
level availability is considered high in the local market.

The success of Centrix Park will be a real test for the local industrial market as this
will be the first speculative new build development for around 8-10 years. This will
demonstrate whether Corby can attract those footloose requirements that require
space for immediate occupation and whether existing occupiers in the borough will
pay new build rents/capital values.

Rents and capital values

Rents for existing industrial stock in Corby vary. The more modern stock such as
Alpha Court has achieved rents of between £4.00 and £4.80 psf and was sold-off a
yield of 7%.

Agents and developers accept that for Corby to be competitive in attracting occupiers
rents have to be £5.00 psf or less. This is compared to £6.50 psf achieved in
Northampton and being quoted in Kettering. At this rent level, development is
marginally viable on a build to suit basis, provided that a blue-chip covenant is
secured on institutional lease terms. On any other basis development is not viable.

Capital values for good quality second-hand stock is around £45.00 psf at Oakley
Hay Industrial Estate and units around Earlstrees Industrial Estate lower at around
£25.00 psf to £30.00 psf. At these capital values development is not viable. Agents
and developers state that capital values need to be around £100 psf to £130 psf to
enable viable development.

Agents we have consulted report that some potential occupiers from outside the
borough are prepared to pay these capital values for new build units, but cannot
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obtain bank loans to fund the purchase. That is because loan applications must be
supported by property valuations, which are based on comparable evidence of past
transactions, and in Corby the comparables show only values too low to support
viable development. We understand that in the case of Jackson Bakery, the only
recent example of a new-build unit purchased freehold, the purchase was self-
financed and no bank loan was needed. For typical occupiers, who do require bank
loans, freehold development will not come forward until lenders can see evidence of
actual transactions at high enough values.

Agents are hopeful that the example of Jackson Bakery, and the speculative
development at Centrix, will provide the evidence to support higher valuations and
improve market confidence.

Conclusion: the general industrial market

In summary, market signals are such that that general industrial development is
currently not viable in the borough, and is only being brought forward in special
circumstances.

Corby has the potential to have a competitive advantage over neighbouring centres,
by offering lower rents / prices and freehold opportunities. A big challenge for
development in the borough in recent years has been getting finance to build
speculatively. The special circumstances of CWC Group bringing forward Centrix
Park on a speculative basis, using their own funds, will hopefully be the turning point
the market needs. Centrix Park will offer an opportunity to locate in Corby for
footloose businesses that seek new building for immediate occupation. It will
hopefully act as the market stimulus, providing lenders with confidence that Corby is
a viable location i whether they are lending to developers or occupiers.

Should Centrix Park not act as the stimulus required, over the longer term the ageing
of the existing stock, built at the time of the Enterprise Zone, will be a concern. It may
require public sector intervention to help regenerate these areas.

Given the current uncertainty in the market and the availability of sites both for
immediate occupation (Centrix Park, Manton Park and Genner Park) and longer term
occupation (car storage sites at Geddington Road and Willowbrook North) there is no
market rationale to support the release of new sites for general industrial
development.

Strategic distribution
National context

Increasing demand for warehousing across the UK has been driven by the growth in
online retail. Occupiers are often retailers themselves, or 3" party logistics
companies (3PLs) who distribute goods on their behalf. These companies tend to
offer good covenants and are prepared to commit to institutional lease terms i
therefore creating good capital values. These good capital values not only provide an
incentive for developers to bring forward units 7 it also enables them to bid
competitively for sites.
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2.80 Inrecentyears, new-build development has typically involved very large units of up
to 1 million sq ft, with the very largest requirements coming from retailers. Demand
for units has been strong, and the relationship between capital value / land value /
build costs / developer return is maximised. Because there has been a focus on
delivering very large units, there has been fewer small and mid-sized units (circa.
150,000 sq ft or less) being delivered, where build costs are slightly higher, but
agents are now reporting that the market is shifting.

2.81 Current demand is mainly for more compact distribution units, which are suited to
local and regional distribution rather than national, although there is still market
evidence of very large activity occurring throughout the country (e.g. Amazon taking
a 1.1 million sq ft unit at iPort Doncaster). Demand for the smaller units is generally
from the same blue-chip covenants who previously sought larger units. But, as few
units of this type have been delivered in recent years, supply has tightened and rents
are now increasing. This means that small to mid-sized units have increasingly
become attractive for developers who are now willing to bring forward units of this

type.
Corby as a logistics location

2.82 Inthe East Midlands, the industrial market is dominated by the Golden Triangle,
where the M42, M1 and M6 motorways meet and where most the UK population can
be accessed in a four-hour drive. This area has seen significant growth in large-
scale distribution with major occupiers such
located here. As land supply has tightened in the Golden Triangle, availability of
sites has decreased and occupation costs have risen. As a result, sites outside the
triangle, along the A14, are becoming attractive for development.

2.83 As shown in Figure 2.5, strategic distribution units in Corby are primarily those units
built during the Enterprise Zone period of the 1980s. The stock is dated and does not
necessary meet modern occupier requirements of cross-docking facilities with high
eaves.

Figure 2.5 Examples of strategic distribution stock in Corby

Source: AspinallVerdi

2.84 Occupiers in these large strategic units, include good quality covenants from national
retailers and 3PLs:
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A Matalan on Curver Way i 480,000 sq ft
A Staples on Mitchell Road - 380,000 sq ft
A Avon Cosmetics on Earlstrees Road i 355,000 sq ft
A Smyths ToysMax at 500, Max Park - 511,400 sq ft
A IForce at 160, Max Park, 160,619 sq ft
A Bibby Distribution Unit 2, Max Park, Corby i two units of 212,500sq ft to provide a

combined size of 425,000 sq ft.

2.85 We understand that Bibby Distribution took their first unit at Max Park in 2013 on a
five-year lease with a tenant only break option after three years to support a three-
year contract with Japanese food manufacturer Mizkan. They subsequently took the
second unit in 2016 to double its capacity to service their food manufacturing and
retail customers.® Matalan took their unit in May 2010 on a 20-year lease.

2.86 The most recent new build development in Corby has been at Prologis EuroHub.
Like Alpha Court, this was brought forward on a speculative basis prior to the global
financial crisis in 2007. Prologis built out four units; three units of around 275,000 sq
ft and one unit of 150, 000 sqg ft. Tenants i n
Logistics.

Demand

2.87 Inrecent years Corby has struggled to attract large-scale logistic companies. In the
view of agents and developers we have consulted, this is due to the same adverse
perceptions that we have identified earlier in relation to general industrial occupiers.
For B8 uses, one problem is the time and cost of travelling to and from the Al4.
Agents report that the low rent on offer in Corby does not off-set the on-going
operational costs over the life of an institutional lease term, which can be typically 15
to 25 years.

2.88 Interms of letting activity, as one would expect the borough seems to perform best
when it has good availability while there is a shortage of stock in competing locations,
such as Northampton and Kettering. This is evidence through the letting activity in
2012, whereby agents Budworth Hardcastle reported?® the following deals:

A New Store Europe, a shop fitting company, took 150,000 sq ft unit at Eurohub

A Advanced Processing took 220,000 sq ft unit

A The retailer Joules Clothing acquired additional space to take their Corby facility
up to 240,000 sq ft.

A 3PL Norbert Dentressangle took a 215,000 sq ft at Max Park.
2.89 As with general industrial, one competitive advantage Corby has over neighbouring

centres is the availability of freeholds. However, the lack of speculative built units is
potentially holding back the market, as it cannot capture those dootloosed

Logistics Manager (December 2016) Bibby doubles capacity at Corby depot
10 Budworth Hardcastle (27/11/12) Major relocation to Corby
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requirements that require immediate occupation i so they cannot wait for a freehold
unit to be built to order. The agents we have consulted report that typical
requirements of such footloose occupiers are:

A Units of between 150,000i 250,000 sq ft

A Available on a leasehold basis on a three-year lease term, to match the length of
the contracts given to third-party providers

High eave heights (10-15 m)
Cross-docking facilities

Good access to the M1/A14

Room for parking and turning HGVs

> > > > >

Secure yards.
Supply and market balance

2.90 There are currently no large-scale B8 units available in the borough. But build-to-suit
space is on offer at Mul ber rsparlDwhicledurceptime nt s 6 |
has planning permission for 3.36 million sq ft of B8 space and is undergoing site
preparation works. Mulberry Developments has not committed to speculative build at
this stage but once the site preparation works are complete, the site will be oven
ready for occupiers in 2018 i therefore significantly de-risked and offering short lead
in period for build complete. This will be an important test for the market because:

A It will be the first time since the global financial crisis that Corby has had the
opportunity to bring forward strategic warehousing on a site south of the borough.

A 1t will also be the first time Corby has had a site that could deliver a unit of more
than a million sq ft (the planning permission allows for a single unit of up to 2.6
million sq ft). Nationally, there are only 12 sites advertised on EGi that can deliver
over 1 million sq ft in a single unit, and only three sites that can deliver 1.5 million
sq ft or more. None of the 12 units advertised are close to Corby, with Derby
being the closest competition. Although the market for these Guper shedsémay
be cooling, the ability to provide them does provide Corby with a unique market
opportunity.

2.91 Despite Centrix and Manton Park also having the ability to deliver units over 100,000
sq ft for B8 distribution our analysis has shown that the focus for these sites appear
to be to capture general industrial demand. There is greater uncertainty on the future
use of those sites currently used for car storage, comprising Geddington Road*! and
Willowbrook North, as these could be suitable for strategic distribution or general
industrial. These sites are cleared and levelled, with road servicing in place, and

11 Council officers have advised that, as part of the Joint Core Strategy process, Geddington Road was
considered as a possible strategic employment allocation but rejected. Our analysis takes no account of this. Our
analysis takes account of all the sites that the Council selected for assessment (see para 3.1 below), regardless
of their planning status.
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have the potential to provide a further 2.9 million sq ft of space, assuming a 40% site
coverage.

Rents

Rents for good quality strategic space in Corby are £4.50 psf, and for poorer stock
around £2.50 psf. Agents and developers state that new build units would have to be
advertised at less than £5.00 psf to allow Corby to have a competitive price
advantage over Northampton and Kettering i hoping that this price advantage will
offset any perceived risk off the distance from the A14.

At rents of less than £5.00 psf development is marginally viable on build-to-suit basis,
if a tenant is secured on institutional lease terms to a blue-chip covenant. On any
other basis development is unviable.

The success of Midlands Logistics Park will be critical in setting the market tone on
rents and capital values for strategic space.

Conclusion: the strategic distribution market

As with general industrial, market signals are such that strategic distribution
devel opment is currently not viable in
the ability to provide very large units of over a million sq ft, making it one of a very
few competing locations in the country or the region that could capture such demand
from retailers. In addition, the availability of freehold is an advantage.

Midlands Logistics Park will be a test, as it will show if Corby can capture demand for
very large-scale requirements. However, the market for such units has cooled. If
Mulberry Developments were able to deliver smaller strategic units (e.g. circa
150,000 sqg ft) on a speculative basis, this may capture footloose requirements. But
this solution is clearly challenging given current levels of viability in Corby. Should
Midlands Logistics Park be successful, those sites currently being used for car
storage (e.g. Geddington Road and Willowbrook North) could be well placed to
capture future demand; but this will be dependent on the success on the general
industrial market, which could compete for parts of these sites.

Given current market uncertainties, at present there is no market rationale to allocate
additional sites for this type of development.

Market evidence and the Joint Core Strategy

It will be helpful at this stage to reflect on the relationship between the market
analysis below and the North Northamptonshire Joint Core Strategy (JCS). As
discussed in the main report, the Council has estimated that the job growth targets in
the JCS imply that a demand for additional employment land, over the plan period to
2031, of 112 ha. As the JCS has been found sound and is part of the adopted
development plan for the area, those job growth targets are binding on the Council.

However, in the short term the market analysis shows that delivering the
requirements of the JCS will be challenging. The JCS says that there will be demand
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for large amounts of B-class development, and the market analysis suggests that
such development is generally unviable.

2.100 .The point of our market analysisisnottochall enge t he JCS6s empl oy me
policy, but to show that to deliver it will require a very substantial uplift in demand.
This confirms the view of the Coplgmestt r at egy |
targets are challenging and aspirational?.

2.101 A range of factors should contribute to improving demand. Firstly, the market may
already be at a turning point, due to the recent transactions and commitments
discussed earlier in this chapter. Secondly, in line with our site-specific
recommendations Corby in future should offer a better portfolio of development
opportunities, combing a reduced quantity of land with better quality. Thirdly, Corby
as a growth town will see large-scale population growth, together with physical and
social improvements, that should make it more attractive as a business location.

2.102 Despite these positive signs, our market analysis suggests that to deliver the JCS
targets in relation to job growth and B-class development will be challenging. There is
scope for the public sector to intervene proactively to bring forward development. The
main opportunity is on the land covered by the Rockingham Development
Framework, where there is a large cluster of development sites (ELR11a-11i, see
Figure 3.1 below), which is identified for employment in the JCS and patrtly in Council
ownership. Successful development will need a strategy that brings together the
different landowners, an agreed masterplan, and spending on land reclamation and
infrastructure to make land ready for development. There may also be scope for
intervention at the Tata Steel land (ELR32) and Boyle Road and Curver Way
(ELR28), also owned by Tata Steel.

2.103 As we have seen, industrial development in Corby is discouraged by poor investor
confidence. One specific obstacle is lack of comparables evidence, to show what
rents and values are achievable once good-quality new space is brought to the
market. In this way, under-investment breeds more under-investment. New
development supported by public sector intervention can help break this vicious
circle.

12 http://www.nnjpu.org.uk/docs/NN%20JCS%20Exam%20Final%20Report%2022-06-16(1).pdf
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3 SITE APPRAISAL: DEMAND

Identified and p otential d evelopment sites

3.1 In this section we assess development sites identified or proposed for employment
use from a demand perspective. The list of sites to be assessed has been provided
by the Council. In relation to each site, we consider whether, if it were identified for
employment development, it would be likely to be developed in practice i whether in
the plan period or the longer term. These findings will help inform land allocations in
the emerging Part 2 Local Plan, though only in relation to sites which are not
identified in the Joint Core Strategy (JCS), and which provide between 0.25 and 5.00
ha. Sites larger than 5.00 ha are considered strategic in scale, so the decision
whether to allocate them lies with the next review of JCS; while sites smaller than
0.25 ha are considered too small to allocate and are not covered by our assessment.

3.2 It is important to note that our site assessment is only partial, because it takes no
account of supply-side constraints, including policy constraints i which are assessed
separately in the main report. Nor does the analysis at this stage take account of
guantitative balance of total demand and supply, which is considered in the main
report. A site may have very good chances of attracting development when
considered in isolation, but if such sites collectively provide far more land than can
realistically be taken up, then many of them will not be delivered, regardless of their
individual merits.

3.3 Therefore, to make final recommendations on land allocations it will be necessary to
bring together the two site assessments, demand and supply, with the overall
calculation of market balance. This wider analysis is in the main report.

Assessment method
Overview

3.4 The sites covered by the appraisal total 589 hectares. They are mapped on Figure
3.1 below, which has been provided by the Council. (Sites smaller than 0.25 ha are
shown on the map but excluded from the assessment as noted earlier, because they
are considered too small to allocate). Our assessment method reflects the principles
of national planning policy, and in particular:

A That planning should aim to meet objectively assessed needs, including the
needs of business, respond positively to opportunities for growth, and actively
support economic development (paras 14 and 17 of the Framework, among many
others);

A That plans should be deliverable (para 173 of the Framework), and authorities
should avoid safeguarding for employment sites that have no reasonable
prospect of being used for that purpose (para 22). As discussed above, these
points imply that sites should be identified for employment only if they can
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reasonably be expected to be in demand and viable i though over what time
horizon is not specified.

Based on these principles, the main question for our demand assessment is:

If the site is identified in the plan for employment development, and assuming that
any supply constraints are resolved, what are the prospects that it will be delivered in
practice?

In answering this question, we assume that new infrastructure will be delivered as
proposed - in particular Phase 2 of the Northern Orbital Road, which will benefit
several employment sites. If the link were not to be completed, some of our site
appraisals would need to be reconsidered.

Caveats
Policy and supply constraints

As mentioned earlier, the analysis at this stage sets aside any supply-side
constraints, including policy constraints T which are considered separately in the
main report. Thus, for the purpose of the demand assessment we assume that any
constraints, such as contamination, ground conditions or adverse environmental
impact, are successfully resolved.

Any sites for which this assumption is wrong 1 for example due to unacceptable
environmental impacts i are downgraded in the final assessment that brings together
demand and supply at Chapter 5 of the main report and Appendix 12. The result is a
new ranking of sites, that takes account both of market potential and constraints.

Also, the assessment at this stage takes no account of current policy status. The list
of sites that we have considered was provided by the Council. Some of those sites
are already identified for employment (or mixed use including employment), while
others are being considered or proposed for that use, either by the Council or private
sector promoters. In the demand assessment we make no distinction between these
categories.

Overall market balance

Another limitation of the site appraisal is that it considers sites one by one, taking no
account of the overall balance of demand and supply. In real life, the prospects of
any individual site being taken up depends partly on that overall balance. Thus, if the
total amount of land offered for development oversupplies total demand, even the
most attractive and unconstrained sites may not be taken up (conversely, in an
undersupplied market even relatively unattractive and constrained sites may be taken

up).

In the case of Corby, the total amounts of land required for different employment
uses are in effect set by the Joint Core Strategy job targets, which are translated into
floorspace in the main report. These overall requirements will determine the cut-off
point between the best sites, which should be identified for employment, and the
worst sites, which might be allocated to other uses.
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The detailed assessment

Our detailed site assessment is in the table at Annex A. Below, we briefly explain the
content of the table, working downwards through the questions in the left-hand
column.

As mentioned earlier, the list of sites for assessment and the boundaries of those
sites were provided by the Council, together with basic facts about each site. Site
areas are measured by us, using GIS.

For each site, the first step in the analysis was to determine a most appropriate
employment use, on which the assessment would be based. This first step is
important, because different types of occupier have different requirements: for
example, excellent strategic road access is more important for strategic logistics than
general industrial uses. We identified four types of use:

A Industrial estate

A Strategic distribution park
A Local offices

A Out-of-town office park.

To identify the use of each site we used planning data, discussion with Council
officers and our own judgment.

The remainder of the table sets out a succession of questions, or assessment
criteria, and rates each site against each criterion, using a three-point score from 3
(good), through 2 (reasonable) to 1 (poor). Each score is supported by a short
narrative that explains our judgment and adds detail.

The assessment criteria are under two headings:

A The first heading, Attractiveness to occupiers, or occupier demand, is largely self-
explanatory. It considers how far the site, if developed for the employment use
identified earlier, would provide the accommodation that occupiers seek.

A The second heading, Delivery / attractiveness to developers, considers the site
from the perspective of the development industry. This aspect is sometimes
neglected, but it is critically important, because for a site to be brought into use it
must first be built on. This will only happen if property providers expect enough
occupier demand, at rents or cap values that are enough to deliver viable returns
to the developer, investor and landowner.

Under each heading, the specific criteria comprise:

A Attractiveness to occupiers (occupier demand)

A External environment: covers prominence, compatibility with surrounding
uses, access to amenities and general quality of the setting. Higher-value
uses, such as offices and strategic logistics, require a higher-quality
environment.
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Internal environment: considers if the topography of the site, including shape,
gradient, boundary and any existing structures, is suitable for the proposed
employment use.

Strategic accessibility (road): for Corby this is an easy question, as all access
to the strategic network is via the A14, and all the sites under consideration
are at similar distances from that road. Accordingly, we have scored all sites
as 0 r e a s oinrecighieng that places close to the A14 (Kettering) or the
M1 (Northampton) have a relative advantage. This feature is especially
important for strategic distribution.

Local access (road) considers the quality of local roads serving the site and
the areas through which they pass. If a site is accessed through narrow or
congested roads or residential areas, it will be classed less favourably. This
feature is more important for industrial than office uses. It is critical for
strategic logistics, which depends on efficient lorry movement.

Public transport access is rated according to distance from the train station
and quality of bus service. It is important to office occupiers, because it helps
attract staff.

Each site is allocated a summary score for likely occupier demand, again
ranging from 3 (good) to 1 (poor). The summary score is based on the criteria
listed above, but it represents our judgment, not a mechanical calculation.

A Attractiveness to developers (developer demand)

A For this criterion we use a single score, which reflects a range of market

evidence, including the performance of neighbouring commercial property,
known developer interest and current marketing.

This aspect of the assessment of course overlaps with occupier demand
(discussed above), because developers naturally want to provide what
occupiers want.

But developers and investors are also interested in other factors, such as
evidence of comparable rents / values, expected long-term improvement of
the surrounding area, the potential for higher-value uses such as housing, the
costs of development and any obstacles to development. In regard to costs
and obstacles the assessment also overlaps with the analysis of constraints in
the main report, especially in relation to ownership (unwilling owners, multiple
owners not working together).

3.19 The output of the above analysis is a summary demand assessment. It rates the
likelihood that the site, if identified for an employment use and free of constraints,
would be developed and occupied for that use. Based on our professional judgment,
and on the information available to us, we have divided the sites into four categories
as follows:

A Group A certain, or virtually certain, to be delivered in the plan period
A Group B likely to be delivered in the plan period
A Group Ci may be delivered beyond the plan period
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