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OCCUPIER FOCUS Colette O’Shea

Cater for customers, not just tenants

Demand for quality office space in London 
currently outstrips supply, prompting 
plenty of industry chatter about which 

developers are in the right place at the right 
time. However, while reading the cycle is an 
essential part of our job, it is not just identifying 
when we will deliver new office space that 
motivates me, but how and to whom. 

After all, in commercial property we are reliant 
on the businesses we develop and manage office 
space for, and we have a responsibility towards 
them too. In that sense, we are really no different 
to any other sector. So it stands to reason that, like 
other sectors, we should put the companies we 
serve at the heart of everything we do. 

For me, this starts with recognising that these 
companies are our customers and dropping the 
word ‘tenant’. Though demand for space may 
exceed supply, it is still relatively low; we cannot 

afford to take our customers for granted 
by forgetting that they are just that. 

Next, we must do more than 
respond to our customers’ 

needs; we must anticipate 
them. It is here we can learn a 
thing or two from the retail 
sector, which makes a virtue out 

of its obsession with 
shoppers’ behaviour. 
Steve Jobs instructed 

“get closer than ever to 
your customers. So 

close that you tell 

them what they need well before they realise  
it themselves.” So how do we apply this to what 
we do? 

Every business tells us they need cost-
effective and efficient offices, but it is up to us  
to examine the minutiae of modern business 
practices to decode what this really means,  
both today and in five, 10 and 20 years’ time. 

At Land Securities we have done just that  
and are committed to delivering office  
spaces that maximise productivity, foster 
innovation, facilitate integration and attract  
and retain talent. 

The Zig Zag Building is perhaps the poster child 
for this pledge. Completing later this year, the 
Patrick Lynch-designed development on Victoria 
Street is nicknamed ‘The Thoughtful Building’ 
because of its occupier-focused details. Some are 
immediately attractive, like the private terraces, 
natural light and smart heating. Others, like the 
basement lockers, showers and towel service, 
anticipate a not-too-distant future when more 
and more Londoners commute by bike. 

Some of the Zig Zag Building’s features look 
even longer-term. Windows that open may not be 
top of every customer’s list today, but as the air 
quality and noise levels in central London improve 
— for example, when more vehicles are electric 
— that will change, and businesses in the building 
will be equipped to take advantage. 

It is still worth remembering though that one 
size doesn’t fit all, so we need to be equipped to 
answer customers’ very specific requirements 

and ambitions. For example, asset managers such 
as Jupiter are desperate for technical resilience. 
Having partnered with UK Power Networks to 
invest in the West End’s first main substation to 
be built for 20 years, we are able to provide a 
resilient, high-capacity power network across 
Victoria, guaranteeing business effectiveness 
and energy efficiency. 

Other customers need space to consolidate or 
grow. Mizuho Group was created by the merger of 
three Japanese banks, so when it looked for a new 
London HQ, it wanted a physical space that could 
foster a sense of unity among staff, something it 
found at 2 New Ludgate. 

Meanwhile, the floorplates at 20 Fenchurch 
Street have the flexibility to accommodate 
growing headcounts and are large enough to 
allow insurer RSA to bring all its people in London 
under one roof for the first time. 

By creating optimum working environments,  
our customers can stay at the top of their game 
— good news for everyone. We recently pre-let  
1 New Street Square, EC4, in its entirety to 
Deloitte, allowing it to expand its existing 
campus, something we could not have achieved 
without keeping its needs as a valued customer 
close to our hearts. That is why, as we deliver 
and let a further 1m sq ft of space across 
Victoria, Midtown and the City, we will stay 
focused on our customers’ complex, ever-
changing needs.
Colette O’Shea is managing director of the
London portfolio at Land Securities

INVESTOR’S CHRONICLE Daniel Mendoza

Will property’s fairytale end happily ever after?

Once upon a time there was a marketplace 
called UK Property, which was a wonder 
to behold. There was so much money 

around — and not only from the Citizens of the 
United Kingdom. There were also very wealthy 
sovereign ‘Kings and Queens’ from all around the 
world who wanted a safe pot to store their 
money. The pot was made even more plentiful 
by other very rich individuals from far-flung 
realms managing their own ‘Greek tragedies’ 
and seeking peace of mind, and further fuelled 
by an abundance of lenders very excited by the 
Old Lady of Threadneedle Street, who was 
sweetly promising she would keep her interest 
rates low until kingdom come.

Because there was such an abundance of 
money and not enough properties to buy, the 
wise investors kept on paying more money for 

properties, which also meant that 
properties outside of Londinium 

were becoming far more treasured. 
And so the garden was rosy... until 
the pollsters predicted the end of 
the world was nigh as the 

Pretender ‘Ed the Red Ogre’ was 
about to take control. Fortunately, 

he was vanquished by the 
Prince ‘Pro-biz Dave’ and all 

was well again in the 
United Kingdom… unless, 

that is, Princess ‘Nicola 
the Surgeon’ manages 
to scythe us apart.

So, will our fairytale continue, or is it a case 
of the emperor’s new clothes? The reality lies 
somewhere between the two, I suspect.  

What we can say with certainty is that our 
market is cyclical and while elements of each 
cycle may be recognisable, the concoction of 
the elements of each new cycle will result in 
unpredictable consequences. There is, 
however, no question that we are in a new and 
topsy-turvy investment environment. And this 
is unlikely to change very soon as deflationary 
fears predicate continued QE and the face of 
banking evolves under 
the fintech revolution. 
This all points to the 
continued availability of 
cheap money, making 
property look very 
attractive relative to 
other asset classes.

Why invest in 
government gilts, Nestlé bonds or deposit cash 
in banks for negative returns when you can 
have exposure to those very same ‘tenants’ but 
yielding a 350-600 bps margin that more than 
makes up for liquidity? 

These dynamics will abet further yield 
compression of commercial stock. Residential 
prices impact materially on sentiment and  
will continue to rise as lack of supply combined 
with historically low interest rates means  
that, assuming a deposit can be cobbled 
together, mortgage repayments are a  

fraction of what the rent might otherwise be.
But what about the flip side? It is easy to see 

why residential prices are rising, but what about 
affordability? When interest rates rise, however 
far off that might be, a 1% or 2% increase in 
rates could represent a 50%-100% increase in 
repayments and wage inflation certainly is not 
going to cover that. On the commercial side, is 
there sufficient sustainable tenant demand and 
rental growth to justify the capital growth that 
we are witnessing?

We are inflating an asset bubble but when 
will it be in danger of 
popping? If I knew that I 
wouldn’t be writing this 
column, but for my 
colleagues’ enjoyment when I 
get it wrong, I guess we have 
another 18–24 months 
before some geopolitical or 
broader banking issue blows 

up, demanding a reassessment of investors’ 
perceptions of risk and how they price it. 

While there are signs of this, we are also just 
seeing indicators of real wage growth, which is 
a key component in deflating any bubble. 
Regardless, there are always buying 
opportunities. So be well advised on what to 
buy, what to sell, and what to hold because if 
you can get that right the chances are you will 
live happily ever after.
Daniel Mendoza is a director of Ereira 
Mendoza & Co

TALKING SHOPS Sheila King

How to tempt luxury retailers to your location

Innovative landlords with prime retail 
destinations are seeking to attract the 
growing luxury/premium sector to 

differentiate their assets, increase 
footfall and provide the widest 

choice for their customers. The 
consumer is much more savvy 
and considered about how and 
where they spend, and unlike 
ever before, they are mixing 
and matching lower-priced 
items with luxury accessories. 

We should not be surprised if 
the consumer purchases a 
Primark top on the same 

shopping trip as buying 
a Gucci bag.

The successful 

retailers in the luxury/premium sector are those 
that have a clear strategy and, above all, embrace 
the myriad opportunities presented by the 
merging of the physical and multichannel  
worlds. These retailers are therefore quite 
specific about their requirements before making 
any commitments.

The international expansion of these retailers 
is focused initially on retail destinations in urban, 
big-city environments. The attraction of these 
locations includes market scale, great 
connectivity, diversity, vitality and world-class 
culture and heritage. These factors attract 
residents, workers and tourists and so give the 
luxury/premium retailers the broad range of 
customers they require.

Turning to the specific requirements of the 
luxury/premium retailers, it is not only 

consumers that have adopted a more considered 
outlook. Luxury/premium retailers are also 
carefully scrutinising their store locations. It is a 
major investment to open a flagship store and 
cities and shopping destinations are competing 
on a global level to attract retailers. 

There has to be something exceptional about 
the destination and a critical mass of luxury or 
premium retailers clustered together. There is a 
growing opportunity for luxury/premium 
destinations and retailers that can capture 
consumers’ loyalty through an exceptional 
instore and online experience – a difficult 
undertaking to master.

The UK still leads the world when it comes to 
department stores, which are top of the list of 
locations where luxury goods are purchased.  
We have seen major investment in the quality of 
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