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Welcome to our spring 2024 Open
Storage Update. Since we first
published research on this market in
2021, activity levels and values have
accelerated significantly. We have also
withessed a continued broadening of
the occupier base, and this edition
features the battery storage sector,
which is emerging as a major future
source of demand.

There has also been a step change in
investor sentiment, and open storage
is now attracting huge interest from
a broad range of purchasers. This

is in sharp contrast to the situation
three years ago, when the sector was
almost entirely absent from property
investment portfolios.
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Sources of demand for open storage

The number of enquiries for open storage land has
continued to rise, totalling 537 in 2023, compared with 417
in 2022, and representing a near-quadrupling of demand
since 2020 (see Figure 1). The total amount of land required
in 2023 was 2,277 acres (taking an average of the minimum
and maximum size requirement for each enquiry). The
sector’s growth in terms of acres required is illustrated in
Figure 2. It is important to note that overall demand will be
much higher than these figures suggest, as some enquirers
will be considering multiple sites, and not all enquiries will be
formally registered.

Enquiries vary considerably in terms of size, from small
urban micro-sites to large non-urban storage facilities.

Rapid growth in e-commerce, last mile delivery
requirements, and parcel deliveries has continued to drive
demand for HGV and van parking and storage. This trend is
also being accelerated by the introduction of local policies
to restrict vehicle access in some urban areas, for example
low emission zones.

The drivers of demand for open storage continue to evolve.
Some sectors have waned, for example ‘dark kitchen’
requirements which boomed during the pandemic. Others
are growing rapidly, particularly those around electrification,
and we are seeing a sharp rise in demand for EV charging
facilities. We think the next growth sector is likely to be
battery storage, which the following section examines

in detail.



Spring 2024

Figure 1:

Number of enquiries
Source: Carter Jonas, Agency Pilot, IAS

600

500

400

Number of enquiries

2019 2020 2021 2022 2023

Figure 2:

Open Storage Demand (acres)
Source: Carter Jonas, Agency Pilot, IAS

2,500

2,000

-~

%]

Q

g

Q

& 1,500

e)

c

(]

&

S 1,000

I

°

=

: -
0 2019 2020 2021 2022 2023

Figure 3:

Proportion of enquiries by size band
Source: Carter Jonas
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Battery storage - a growing demand
channel for open storage sites

Philippe Rottner, Energy Specialist at Carter Jonas, gives
his views on the battery storage sector

¢« The majority of renewable energy sources such as solar
photovoltaics and wind farms require large areas of land
to be viable. However, few technologies are as compact
and take up as little space as Battery Energy Storage
System (BESS).

* BESS projects are a critical part of the UK’s electrical
infrastructure and will be integral for maximising the
implementation of intermittent renewable energy
sources in the future, such as solar photovoltaics and
wind turbines. BESS can import and store large amounts
of energy from the electricity network for a short period
of time before exporting it back to the grid. These
systems are being developed to support and reduce the
need for Peak Power Gas (PPG) power stations which are
the UK’s current method of supplying demand electricity.

¢« For a BESS to be financially viable, it must be located in
close proximity to a substation to minimise connection
costs and keep electrical losses to a minimum. Due to
these costs a BESS will ideally be located within 3km
of a 33kV substation and 2km of a 132kV substation.
Projects that have been constructed further away from
substations will usually attract lower rents and may not
be financially viable.

¢ BESS is well suited to being installed on small parcels of
brownfield land, especially in industrial areas, as there
will be less of a concern around the visual impact of the
development. This is an area where open storage can
provide an opportunity for smaller BESS installations. We
see the potential for sites of anywhere from 1to 2 acres,
but sites that will have a good power connection will be
particularly attractive.

e The typical route to market for landowners is to secure
Option & Lease agreements with a developer. The

developer will undertake the process of securing a grid
connection and planning permission, at which point they
may call for the lease and build out the project. Rents will
vary depending on the project viability but typically they
range from £1,500 - £2,500 / MW of installed capacity. It
may be possible to negotiate enhanced rents / revenue
share if longer duration batteries are being installed (i.e.
4-hour batteries).

BESS can be installed with a density of 30-60MW / acre
and yield potential rental income of £45,000-£150,000
per acre per annum. The higher density is only likely to be
possible when the batteries have been vertically stacked.

Typical BESS leases will include an index linked base

rent and a potential revenue rent, depending on the
developer. Leases are usually 25-40 years in duration
depending on the length of the planning permission and
will usually be contracted out of the Landlord and Tenant
Act 1954 security of tenure provisions.

Another less common route to market is for a landowner
to secure planning permission and a grid connection
themselves. This will come at a cost and will vary
depending on the project size and location. However,
there can be a significant upside, with ‘shovel ready’
sites trading in excess of £70,000 / MW (approximately
£2,000,000 - £4,000,000 per acre). Importantly, the risk
of not obtaining a viable grid connection is significant.

Large-scale BESSs (i.e. sites of 15 acres plus) are likely
to lean towards more greenfield/agricultural land or low
grade (Class 4) open storage sites in which the rents
will be likely closer to the typical rate an operator will
pay. With BESS generally the price that is paid is not
dependent on location, but very much depends on

grid connections.

In summary, BESS is a technology that will continue to
be a requirement as more renewable energy sources
become operational.
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Classifying open storage sites

We have continued to evolve our unique open storage
classification index. This allows us to grade sites from Class
1to 4 (with 1 being a ‘prime’ site), based on 16 parameters
across four broad categories (surfacing, services & security,
accessibility, and planning). The classification is illustrated in
Figure 4.

We have separated the quality of the location from this
classification (for example the proximity to a motorway
or urban market), as this is highly occupier specific. The
broad location quality of each site is classified as Primary,
Secondary, or Tertiary.

Figure 4: Classification system
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* CLEUD (Certificate of Lawful Existing use or Development) - this certificate is legally granted by a Local Planning Authority
to retroactively legalise a previously unauthorised development. The CLEUD certifies that an existing building/use is lawful, and
it will prevent any enforcement action being taken. In terms of open storage, a CLEUD certificate may benefit occupiers if a
planning application was declined for a particular use and may allow a specific use such as open storage.

Quality of site versus type of occupier -

finding the perfect match

A rising proportion of occupiers require Class 1 sites, and
many are prepared to pay a premium to achieve this.
However, there is a structural shortage of open storage
sites, which is most acute for these higher quality sites,
and the higher rental values for Class 1 open storage
mean occupiers are being priced out in some locations.
In addition, occupiers should consider whether they
want the dilapidation and sustainability implications
associated with the concrete surfacing of a Class 1 site.

Opting for a higher specification than necessary could
result in higher rents and a narrower choice of location,
but opting for a lower specification than necessary may
result in problems at the operational level. It is therefore
important for occupiers to consider carefully what
specification of site they really need.

¢ Surfacing: for certain occupier types, notably crane
storage and those stacking containers more than
two containers high, concrete (and therefore a Class
1site) is essential. However, for most uses, hardcore
surfacing is usually sufficient. In the regional markets,
especially in areas that have low rental values,
occupiers are less willing to pay higher rents for
concrete and tarmac surfacing.

¢ Services: almost all occupiers require power and
water, for example to service a portable cabin used
as a welfare/office unit.

¢« Fencing: is essential for most occupiers, with a
minimum of Class 2 (paladin) needed. Alternatively, if
the site is not fully fenced then a natural barrier such
as a river would be acceptable.

Table 1: Site quality by sector*

¢ Unrestricted B8: use is required for many occupier
types. Haulage companies will generally need this as
they operate outside of normal business hours.

We have assessed the typical site quality required for
key types of open storage user, summarised in Table 1.

The rising importance of sustainability

Although open storage does not have many of

the sustainability challenges inherent in the built
environment, we believe it is a key factor to consider. An
obvious challenge is the concrete surfacing associated
with Class 1 sites.

For investors, open storage provides an opportunity to
add assets with relatively low environmental impact to
their portfolios. Sustainability impacts can be further
mitigated through specific actions such as undertaking
a BREEAM Infrastructure Assessment, Embodied
Carbon Assessment, or enhancing a site by providing a
Sustainable Urban Drainage System.

2024 has seen Biodiversity Net Gain (BNG) become

a central part of the planning process, with most new
developments in England now required to demonstrate
and deliver a mandatory 10% net gain in biodiversity. This
can be achieved either onsite or by purchasing BNG units
offsite from third parties.

Our classification index will continue to evolve to
incorporate sustainability metrics.

Surface Planning Accessibility Services Security
Containers Class 3 (Class 1)** Classlor?2 Class 2 Class 2 Class 2
Plant & Hire Class 3 (Class 1)***  Class 1or 2 Class 2 Class 2 Classlor?2
Car/van storage Class 3 Classlor?2 Class 3 Class 3 Classlor?2
HGV storage Class 1 Classlor?2 Class 1 Classlor?2 Classlor?2
Scaffolding Class 3 Class1or 2 Class 2 Class 2 Class1or 2
Builders Merchants Class 2 Class 3 . Class 2 Class 2 Classlor?2
(Sui Generis)
EV Class 2 Clags 3 . Class 2 Class 1 Classlor?2
(Sui Generis)
Class 3
Battery storage Class 4 (Sui Generis) Class 2 Class 2 Class 2

*The class specified is the one most appropriate for each occupier
type. Most occupiers will want Class 1 if they can but are often

priced out.

**Class 1is required if stacking more than two containers high

***Class 1is required for crane storage and exceptionally heavy HGVs
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Rental trends Figure 5: Rental growth to Spring 2024
Source: Carter Jonas
Rents for Class 1 sites have continued to increase over the

last 12 months, although the rate of growth has slowed. M London/Inner South East M Rest of UK
Growth has been led by London and the inner south east,
at 3.3% over the six months to spring 2024, and by 9.5%
over the last year. Meanwhile, growth across the regional 18%
locations has been more restrained, averaging 0.7% over the

last six months and 2.1% over the last year. Since 2016, Class

1rents in London and the inner south east have risen by an 14%
average of 18.9% per annum, whilst the regional markets
have seen a broadly similar rate of growth of 18.1% per
annum (see Figure 5).
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Figure 6 illustrates the slowdown in the rate of growth from
the extraordinary levels seen in 2022 and the first half of
2023. This deceleration has been particularly marked in the
regional markets, where high growth rates represented an
element of catch-up with the London / inner south east and
were starting from very low base rents.

Table 2: Class 1rents, spring 2024

Source: Carter Jonas Figure 6: Annual rental growth, Class 1 sites

Source: Carter Jonas

Location ERV (£ psf)
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60%
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40%
Heathrow £10.00
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Birmingham £3.75 10%
Bristol £2.50 0%
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Cambridge £2.75
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Leeds/ Bradford / Wakefield £2.75 Figure 7: Flgure 8:
eeds/ Bradford / Wakefie : Class 1 open storage rents, spring 2024, London/inner south east Class 1 open storage rents, spring 2024, regional markets
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Investment trends

*  We continue to see a substantial level of interest in open
storage opportunities from a broad variety of investors,
and there is a significant weight of money looking to
invest in the UK and more broadly across Europe (where
the sector is more nascent). This is unsurprising given
the sector’s healthy occupier market drivers, including
strong rental growth potential, a broad occupier base,
and favourable sustainability characteristics, set against
a backdrop of an uncertain outlook for many of the more
‘mainstream’ property sectors. Investors also continue to
assess the potential to upgrade low quality sites to Class
Tor2.

* In 2023 we saw a marked increase in the number of
open storage investment transactions. This is a clear
indicator that the market is maturing as an institutional
asset class, and it has also allowed us to start tracking
the investment market in terms of deal volumes and
pricing levels. We hope this will help to increase
transparency further.

» Figure 9 illustrates market yields for open storage, based
on actual transactions, comparing 2022 and 2023 for
two different geographies. This shows a clear differential
between London/inner south east and the rest of the
UK, with yields for the latter being circa 150 basis points
higher in both years.

¢ The data also shows that the open storage sector
reflected the upward yield movement seen across the
broader industrial market (and commercial property
sector more generally) in 2023. Whilst open storage
yields have moved out, the data is relatively limited and
demand for good quality open storage sites remains
strong. Our data is based on averages from a broad
range of achieved yields which reflect significant
variation according to the quality of site (Class 1-4) and
the location (Primary-Tertiary), as well as the usual range
of other investment metrics. Indeed, prime Class 1 sites
are likely to trade at a yield of 100-200 basis points
sharper than lower quality sites.

Current Carter Jonas instructions

Bath Road, Taplow, Berkshire, SL6 ONL

Class (Matrix Score)
Class 2 (72)

Details

* Available freehold or leasehold

« Taplow Elizabeth Line station is within 150 metres
* B8 use

Size
2.6 acres

Manchester Road, Carrington, M31 4AY

Class (Matrix Score)
Class 1(76)

Details

* The North West’s largest dedicated open storage site
« Strategic south west Manchester location

¢ Only ¢.6 miles to the M6 motorway

* Excellent road network connectivity

« Suitable for a variety of open storage users

* Range of plot sizes available

Size
32.5 acres

Quoting
£3.00 psf

Plot 2, Link Park Road, Heathrow, UB7 7EZ

Class (Matrix Score)

Figure 9: Class 1(81)
Market yields, open storage
Source: Carter Jonas Details

T ‘-"I\.".t‘::‘::..\‘
ﬁ"n::‘_:.:':::““ 4 e,  Fully secure and fenced site
s ; SRy « Three-phase power
« Mains water supply and drainage
* 46,874 sq ft 3-sided warehouse with 6m clear eaves rising
to 11m at the apex
* On site security

2022 W2023
7%
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5%

Size
2.12 acres
1% Quoting
£11.50 psf p.a.
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Current Carter Jonas instructions

9 Millmarsh Lane, Enfield

Class (Matrix Score)
Class 1(89)

Details

» Prime distribution site/ facility

* Low site cover (22.5%) cross dock parcel depot of
27,680 sq ft

* Concrete surface throughout

» Excellent access to A10/ M25

Size
2.17 acres

Quoting
£925,000 p.a.

Melton Commercial Park, Melton Mowbray,
Leicestershire, LE14 3JL

Class (Matrix Score)
Class 2 - Class 3

Details

* Well established commercial park

* Range of open storage plots available

» Concrete, tarmac and soft surface available
* Good HGV access to the A46 at Six Hills

Size
0.63 - 6.87 acres

Quoting
£47,500 p.a - £505,000 p.a

Rye House, Hoddesdon, EN11 ORF

Class (Matrix Score)
Class 2 (59)

Details

* Suitable for a range of commercial, industrial and waste
management related uses (subject to achieving the
necessary planning consents)

» Strategic Location serving A10 and North London

Size
6.53 acres

Quoting
POA

Current Carter Jonas instructions

- F"-'-"':'i‘l"!:w".l_

Former Islip Furnace Site, Kettering Road Islip,
Kettering, Northamptonshire NN14 3JW

Class (Matrix Score)
Class 1(85)

Details

« Buildings to be cleared

« 3 phase electricity

* Mains water & drainage

* Excellent access to the Al4

Size
7.41 acres

Quoting
£2.75 psf

1 Brooklands Road, Weybridge, KT13 OTJ

Class (Matrix Score)
Class 1(80)

Details

» Concrete surface

* Secure and fenced.

¢ Electricity, water and drainage

» Established B2/B8 use

* Excellent access to the M25 and A3

Size
115 acres

Quoting
£375,000 per annum

Markham Moor, Retford, Nottinghamshire,
DN22 OTE

Class (Matrix Score)
Class 2 (68)

Details

* Superb location

« Highly visible site

« Close proximity to the Al

« Fully secure site with power

¢ 46,000 vehicle movements per day
* Excellent accessibility

Size
2.03 acres

Quoting
£170,000 p.a.



Outlook

¢ Occupier demand for open storage sites will remain
strong throughout 2024 despite the overall subdued
outlook for economic growth, buoyed by its broad
occupier base and concentration in expanding sectors
of the economy. We expect requirements for EV
charging sites to be particularly strong, together with
the establishment of the battery storage sector as a
major open storage usetr.

¢ The focus of occupier demand will continue to be on
high-quality sites of Class 1 and 2, driven by electric
fleet and logistics operators. Class 2 tarmac surface
sites may become more dominant in the market, due
to their suitability for EV charging in particular and
lower rents compared with Class 1 sites.

* We anticipate further rental growth in 2024.
Southampton/Portsmouth and Leeds are emerging
as strong regional rental growth leaders, whilst other
secondary and tertiary markets are also likely to see
catch-up growth.

¢ Interim open storage use will be an increasing
consideration for developers, with some commercial
developments on hold due to market conditions. This
may lead to an increase in the stock available for a
period of 1-3 years. However, sites offering longer
leases will continue to attract a rental premium.

e Strong investor appetite will persist in 2024 with more
than £6 billion chasing opportunities in the sector, and
a continued stream of potential new entrants. There
is a premium for open storage portfolios, particularly
those with reversionary rent and asset management
opportunities.

* However, investors may undertake some strategic
re-evaluation of open storage sites, reassessing those
in high-value locations due to favourable rental shifts.

¢ Limited data and expertise will continue to pose
challenges for valuers, but this should ease as the
market continues to mature, with more knowledge-
sharing and a greater understanding of the
sector’s nuances.

Carter Jonas and Open Storage

Carter Jonas works extensively in the open
storage sector across the Southeast and nationally.
We have identified that there is demand for

high end open storage (Class 1 and 2) and have
successfully helped clients acquire, asset manage
and let sites across the country. We have helped
attract a variety of tenants from various sector
groups including Amazon, LPR La Palette Rouge,
ALTRAD, Hoyer Logistics, Titan Containers,
Sembcorp and others.

We are the leading and largest dedicated open
storage team in the UK.

Contact us to find out more about the
opportunities in this nascent asset class.
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