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BIRMINGHAM CITY CENTRE OFFICE INVESTMENTS 2008

Address Size (sq ft)
Berwick House, 35 Livery Street 60,485
125 Colmore Row 148,092
SBO 1-4, Smallbrook Queensway 238,762
The Apex, (althorpe Road 8,495
Edmund House, 12-22 Newhall Street 79,821
133-137 Newhall Street 5,368
Mclaren House, Dale End 113,988
York House, 38 Great Charles Street 22,292
2 Brindleyplace 77,945

\assi stating: ‘In my lifetime, the property
undamentals have never been better than
hey are today (see p66).'

Meanwhile, niche agency FSP has proved that
fyou are prepared to chase the small fish as
vell, there is money to be made (see box).

However, Jon Bellfield, company director
t Barberry, is a bit more cautious.

‘Covenant strength is my biggest concern
t the moment. You could buy an industrial
roperty at 10.5%, but if a tenant goes into
dministration, add in void rates and you
ould be at the wrong end of a bad investment.

‘We've got the cash and the facilities, but
ve don't have to buy property. So you have
0 ask yourself: do I want to take the risk? By
|ature we do, but we have to be convinced
i's a good deal.’

Justin Marshall, senior director at (B Richard
Ilis, agrees that the biggest question on any
nvestor's mind is: will tenants pay the rent?

‘If there's a risk they won't, then many

30.01.09
Date Price Initial yield Vendar Purchaser
January £10.5m Undisclosed Boultbee Land Highcross
February £62m 5.75% Standard Life EPIC
February £28m 7.3% with vacancies Quintain Estates & Development CEG
February £18.1m 7.16% Swanston Holdings Private investor
April £25.5m 6.15% Nomrid'l.?raperly Trust Goodman Investors
May £975,000 4.95% with vacancies BN Properties Elias Topping
June £17.5m 5% with vacancies Land Securities Masshouse/Bruntwood
September f4m 8% with rent guarantees  Protego Real Estate Real Estate Investors
October £30.5m 6.4% Bank of Ireland e

investors won't touch that property,
particularly retail, unless it's let to
someone like Tesco,' he says.

Many investors are also waiting for the banks
to force their lenders into distressed sales.
‘There's not been enough blood on the street
for many would-be investors,’ says Marshall.
‘Their view is that the banks will get tougher
on their clients and trigger distressed sales.’

DON'T FORCEIT
However, Lloyds TSB's Martin says he is notin
favour of the forced sale of assets. "Why would
you do that?' he asks. 'You should work with
the borrowers to make sure they hold on to
their assets as it's the best way forward.
Property companies are largely better at
managing their assets than an administrator.
‘We will look at the possibility of extending
the loan-to-value criteria temporarily,
usually combined with amortisation to
bring down the debt [using surplus rent].

IN AT THE DEEP END: FLEDGLING AGENCY FSP 18 MONTHS ON

IN NOVEMBER 2007, PROPERTY WEEK PROFILED
Birmingham's newest niche investment
agency, FSP.

It was set up by Andy Price and Andrew
Franck-5teier, formerly of King Sturge and
Colliers CRE respectively,and Ben Blackwall in
August 2007, on the eve of the credit crunch.

So 18 months later, in the middle of the
most difficult environment for investment
agentsin a generation, how is business?

‘Ticking along nicely,’ says Price. ‘We have
actually done more deals than we predicted,
because when we set up we were cautious
about turnover.’

Price says FSP averages
more than a deal a month
and says just one £1m deal
‘pays the bills for a month'.

However, FSP has completed far more than
just £1m a month, transacting £150m since it
was set up.

FSP has sold property for the likes of Prupim,
Threadneedle and (B Richard Ellis Investors,
while buying significant lots for IM Properties
as well as purchasing the 258,500 sq ft
Broadway scheme in Fiveways for £59m
on behalf of the Glanmore Property Fund.

But both Price and Franck-Steier have been
willing to focus on smaller transactions to
generate fees, something not all the larger

- agents have been doing.
‘ ‘Alot of
: agents have
not been
used to
looking at
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If the market value also increases this will
improve things for borrower and lender alike.

‘The worst that could happen is banks lose
their nerve and call their assets in. It will create
the supply that will allow those demanding
higher yields to have their prophecy fulfilled.’

But Richard Smith, managing director of
Opus Land, offers optimism, as he believes
the bottom of the market is only months away.
Smith says he is already looking for investment
opportunities and has the funds available to
make purchases.

‘The time will soon come when one should
be buying investment propertyin the West
Midlands,' he says. 'I can't see things getting
that much worse, so the bottom of the market
will shortly be established.’

As Mark Swallow, head of Knight Frank's
Birmingham office, concludes: 'You only know
you've reached the bottom of the market when
the bottom has been passed. And you can create
that bottom by buying into the market.” H

sub-£5m deals," says Franck-Steier. 'But they're
the only deals that cash buyers can afford, or
on which local banks can lend.’

‘We don’t want to be pigeonholed as an
agency that focuses on small deals,’ adds
Price, ‘but if that is all that is being done
then we'll doiit.’

There are other advantages to not working
for an international property consultancy.

‘We're not in an environment where 80
people are looking over their shoulders
wondering if they will be made redundant,’
says Price. ‘It makes them inward-looking,
whereas we don't have to worry about a board
making job cuts. We focus on our clients, and
we think they are aware of that.’

o Read the FSP profile at
www.propertyweek.com/fsp

Ticking along nicely (from

left): Blackwall, Franck-Steier
and Price of agency FSP




