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COVID 19 Special

The year had started so well...

2020 had every promise to be a great year for
the relocatfion industry, with a new
Conservative majority in place fo provide
stability and comfort for large organisations to
start moving people across to the UK after a
subdued Brexit period.

The resurgence was stopped in ifs fracks by
COVID19, the consequence of which we
have all been experiencing first-hand since
the beginning of March — and much earlier in
Asia.
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Caveat - handle with care

This quarterly update has, by necessity,
diverged slightly from our usual market review.
The rental market, like any market, is
dependent on transactional volume for
figures and trends to acquire any meaning.

So any numbers you see here are likely going
to be out of date within a couple of weeks, if
not before.

Research out there which talks about the
“softening” of short-term prices, or compares
this week to last week, fails to consider that
the pause button has effectively been
pressed on both the rental market and the
sales market. Only transactions which have
started prior fo the crisis are completing — and
even those not without some challenges. And
so market values have not yet reflected the
potential downturn that COVID 19 will have
on this industry.

We're not into predictions

It seems every company has turned into
epidemiology experts. R3 does not fall into this
category. Instead of trying to predict the
unpredictable, in an area we are
astronomically unqualified to comment on,
we will set out two possible scenarios based
on leading research organisations’ modelling
and see if we can infer any possible
consequences on the relocation industry and
more specifically, knock-on effects on
residential leftings and movement of people
intfo the capital.
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It's the economy... as always

London and the letting industry in the capital
are intrinsically linked to the global economy.
When the global economy does badly, the
letting market suffers.

Figure 1 sets out two possible scenarios, with
at best, a recession tfowards the end of Q2
beginning of Q3 which will take a good 12
months fo recover from and worst at a
contraction of the global economy which will
take years of effort to redress.

So what's nexi?

Who knows what the next two critical months
will bring. What is already evident is that the
advertised rents for prime and super prime
rental markets in London are showing signs of
decline from Q4 2019, with a like for like
decrease of 8% and 15% respectively (see
Figure 3 - R3 Indices). R3 believes those
numbers are still inflated by very low
fransactions currently going through.
Landlords sfill retain some hope value that
things will get back to normal once the crisis is
averted. Perhaps.

Or perhaps not

Being too optimistic about demand recovery
can be a problem in itself. What's clear is that
the world needs to, collectively, solve for both
the virus and the economy and strive to
ensure most people can have both their lives
and livelihood back as soon as possible. It
certainly won't be easy.

FIGURE 1 - Scenario planning: Possible scenarios for the relocation indusiry
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FIGURE 3 Frustrated with the lack of
open and reliable consolidated rental
data in London, R3 started its own two
rental tracking indices in Q1 2019.

Both Prime and Super Prime indices
have declined as a result of COVID19.
This is a substantial fall in listed rentals
across London. Moreover, given the
imperfect market conditions, these
indices need to be viewed with caution
and an expectation that they may fall
even more over the coming weeks.

Marco Previero

FIGURE 3 — R3 RENTAL INDEX & YIELD

Prime and Super Prime Rental Index & Yield - started Q1 2019, base 100 against Prime.

M R3-SP Index
140.1140.1 133 4139.8 R3 Super Prime Index (R3SPI)
118.9 ® R3-P Index
R3 Prime Index (R3PI)
100 1B g B g
R3-Average Yield %
102.5
1000 970 99.3 91.4 R3 Prime Yield (R3PY)
3.2% 3.3% 3.1% 3.2% 3.0%
0

Ql Q2 Q3 Q4 QI

Q2 Q3 Q4 QI

Q2 Q3 Q4 Q1 Q@2 Q3 Q4

2019 2019 2019 2019 2020 2020 2020 2020 2021 2021 2021 2021 2022 2022 2022 2022

Source: R3Location Research

Director and Research Lead at R3

“Advertised rents for both prime and super prime have declined by 8% and 15%
respectively since the end of last quarter. But very little reliance can be placed on data
and predictions at the moment as we lack any level of fransactional volume to indicate
where the point of equilibrium between supply and demand of properties might be. ™

FIGURE 4 — AVERAGE RENT LONDON

Average weekly rent and size for Central London
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FIGURE 4 This provides a snapshot of
average weekly rent for 1 through to 4
bedroom properties, as well as
proportion of number for each size, and
total number of listed properties in
central London.

The frend for advertised rents for the
whole of London is following prime and
super prime with a fall across all
bedroom categories as well as an
increase in stock availability (people not
moving). Worth noting stock level still
lower than broadly same time last year
when we were in full Brexit-mode.

Anna Barker
Director and
Operations Lead
at R3

“The London residential market
has hit the pause button, as
have many other industries.
Very little is happening and

likely to happen over the
coming weeks."”

FIGURE 5 - Spotlight on...
Business Continuity Planning

Every quarter R3 includes a spotlight on
section. This month, the focus is on
Business Continuity Planning.

COVID 19 has disrupted companies’
workforce, their clients, technology and
business partners. No one has been
immune (forgive the pun). And it has
been a reminder of how
interconnected we allreally are.

Navigating the cumrent environment is
critical, as is protecting people’s health
at a time of crisis. This quarter, we set
out how the different services related to
our domestic industry have been
affected, and how they have changed
to adapt to new working norm so as to
best continue to support clients.

FIGURE 5 — SPOTLIGHT ON... Business Continvity Planning

R3's working norms have changed to help in each and every area listed below

Destination
Services

Estate
Agents
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Serviced
Apfts

Household
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Rental
Furniture

B Property research and virtual itineraries
B Legal related support for lease negotiations
B Booking serviced apartment, online tutoring

m All have closed their branches for physical services
B No physical viewings, but some offering virtual tours
W Tenancy negotiations and other desk related services

m Closed except for key workers / vulnerable children
m Remote learning implemented during term time
m R3 can offer, via experts, online tutoring if required

B Not “hotels” and so not required to close
B Bookings still possible, with more flexibility of terms
B Increased cleaning frequency, remote care support

W Bodly: British Association of Removal Companies
B BAR members can complete ongoing moves
B Cancel, postpone moves not yet started

m All staff working remotely
® No new deliveries or collections taking place
m Some reftailers still offering online order - R3 can help
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