
 
 
 

Unlikely to be much appetite currently’ for 
100% retail schemes 

Tom Belger, Bridging & Commercial Tuesday 8th May 2018  

Lenders have been concerned about retail – and more generally, 
commercial floor space within residential developments – for a 
number of years, claims one specialist lender.  

According to the Office for National Statistics’ first estimate of retail sales, 
the quantity bought in retail sales in Q1 2018 fell by 0.5% compared with 
Q4 2017. 
Declines were felt across all sectors except for department stores and 
non- store retailing.  

The fall was attributed to the adverse weather keeping many shoppers 
indoors and turning to online shopping.  

Are lenders more cautious about funding schemes 
involving retail?  

Stephen Brennan, director of credit at ActivTrades, reckoned that some 
lenders could definitely be wary of funding schemes involving retail.  

“The high street continues to decline with the collapse and restructuring of 
major players.  

“There might always be a demand for shops in smaller towns and villages 
that are not serviced by massive retail parks, but I think generally there 
will be a natural selection process for funding of retail schemes.  

“This is likely to be seen in more conservative LTVs and potentially higher 
rates.”  

Ludo Mackenzie, head of commercial property at Octopus Property, 
claimed that almost everyone was bearish on retail, including lenders.  

“I don’t see this changing any time soon.  



 
 

 

“The way in which people consume goods and services is changing 
fundamentally and for the most part, not in a way that benefits the 
traditional retail format, be that shopping centres, high street retail or out 
of town retail.”  

Michael Dean, Principal at Avamore Capital, said: “Retail and even food 
and beverage schemes have been dogs for a while now and most lenders 
are wary of touching even pre-let schemes in some cases.”  

Steffan Goold, head of lending at CapitalRise, added: “Lenders have 
been concerned about retail – and more generally, commercial floor 
space within residential developments – for a number of years.  

“As a result, without a pre-sale in place, many will just exclude any value 
attributed to the commercial element as part of their underwrite.  

“This results in a higher equity contribution from the developer at a time 
when many developers are struggling for cash.  

“This has led to the growth of a number of opportunistic investors 
snapping up commercial space off plan at a significant discount and 
allows the developer to kick-start their funding.  

“There is unlikely to be much appetite currently for schemes which are 
100% retail.  

“I think there will be a decline in lender appetite both on the investment 
and development fronts, particularly in provincial locations.”  

Opportunities  

Despite the decline in retail growth, some lenders are still willing to fund 
retail projects.  

Alternative Bridging Corporation recently completed its largest loan to 
date to support a land purchase for a retail park in southern England.  

Paresh Raja, CEO at Market Financial Solutions, said the dip in retail did 
warrant some attention from lenders that regularly serviced clients in this  
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sector, but it was important for each application to be assessed on its own 
merits.  

“Retail has had a difficult start to the year, but the sheer size and diversity 
of the sector means that there are some really exciting high-growth 
companies catering to the changing needs of consumers; retail tech, for 
example, is a very different sub-sector from high street shops.  

“Of course, for those retailers who find themselves in complex financial 
situations, alternative finance such as bridging loans are readily available 
as a means of releasing capital through an existing asset, be it to pay off 
an existing company debt or to support a retail business that is in need of 
capital to support an expansion.”  

Jonathan Sealey, CEO at Hope Capital, concluded: “...If mainstream 
lenders do react to these stats, and start to hold back on lending to retail, 
there is an even greater need for bridging lenders and short-term lenders 
to step in and help out where others might not be able to.”  
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