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2018 overview  

Structural shift in retail  

UK online penetration 18% (1) 

Significant increase in tenant failures 

Winning and losing brands  
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Progress in a challenging market  
 

1 Global Data 2019 online penetration  
2 See slide 4 
3 Dividends and share buyback 
 

Challenges  2018 performanc e 

Continued demand for our space  

Total leasing £27.7m rent 

6% above ERV, 5% above previous passing rent  

Occupancy 97.2%  

 
Tough UK market  

Prevailing economic uncertainty impacting consumer 
confidence  

Declining sales and footfall 

 

Diversified portfolio supports performance  

48% portfolio non -UK  

LfL NRI: Ireland +1.6%; premium outlets +5.2% 

 

Weak investment markets resulting in 

valuation decline  

Transaction volumes down 41% in 2018 (2)  

 

£570m disposals achieved   

Disposals include 50% Highcross and four retail parks  

Net debt reduced by £95m, LTV 38%  

£331m returned to shareholders (3) 

 

 



2018 overview  

4 1 Source: UK volumes: PropertyData; Other sectors: Cushman & Wakefield  
2 Valuation change reflects capital return. UK Other and Development portfolios not shown  
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2019 priorities  
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Structural retail shift and increasingly challenging markets 
driving our priorities  
 

Capital efficiency  Optimised portfolio  Operational excellence  

Reducing debt 
Exiting retail parks 

Pursuing portfolio-wide 
disposals 

Managing structural shift 
in retail 



2019 priorities  
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Number one priority for 2019 is reducing debt  

1 Shown gross of selling costs. Net proceeds £553 million  
2 See slide 14 for capex details. Premium outlets acquisitions of £109m relate to additional Value Retail investor stakes acquired during 2018  
3 Reflects cash flow in year, additional £2 million settled in 2019  
4 See slide 13 for details 

 

Cash proceeds/uses (£m)  

£570m  
disposals 

completed (1)  >£500m 
target  

disposals  

£127m 
share 

buyback (3)  

2018  2019 forecast  

£339m 
capex and 
p remium 

outlet 
acquisitions  

£140m 
forecast 
capex  

Future share buybacks on hold 
until we achieve our enhanced 
portfolio disposal goal and see 
greater market certainty  

£179m debt reduction in H2 18  

Target net debt c.£3.0bn by 
December 2019  

£95m reduction in 
debt  

Reducing  
debt 

Other (4)   

(2)  
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Hammerson  annual disposal proceeds (£m)  

Absolute commitment to disposals  

2018 disposals  

£570m achieved  

50% Highcross and four retail parks 

7% below Dec 2017 book value  

2019+ disposals  

>£500m target  

Exit retail parks  

Pursuing disposals from across the 
portfolio; discussions under way for 
over £900m  

2014 ° 2018 
average £395m p.a.  



2018 financial results  

Timon Drakesmith ° CFO and MD, Premium 
Outlets  
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Headline financial results  

9 1 Capital return 
2 Proportionally consolidated LTV 43% (2017: 40%)  

Income statement   31 Dec 2018  31  Dec  2017  Change  

Net  rental income (£m)  347.5  370.4  (6.2%) 

Adjusted profit (£m)  240.3  246.3  (2.4 %) 

Adjusted EPS  (p)  30.6  31.1  (1.6 %) 

Final dividend (p)  14.8  14.8  Ķ  

Total dividend (p)  25.9  25.5  1.6% 

Balance sheet  Change  

Portfolio value  (£m)  9,938  10,560  (4.3%) (1) 

EPRA NAVPS (p)  738  776  (4.9%) 

 Net debt   3,406  3,501  (2.1%) 

 LTV ° headline (%) (2)  38%  36% +2pp  



10  1 At constant exchange rates 
2 Figures on a proportionally consolidated basis  

Sector  FY 2018  
capital  return (1)  

H2 2018  
capital return (1)  

Value  at  
31 Dec 18 (2)  

Portfolio 
weighting (2)  

 

% % £m  % 

Flagship  destinations  

    UK  (10.6)  (9.3)  2,921  29  

    France  (1.7)  (0.7)  1,885  19  

    Ireland  0.9  (1.0)  979  10  

Premium outlets  2.4  1.2  2,459  25  

Developments  4.1  1.2  648  6 

UK other  4.5  (5.5)  173  2 

UK retail parks  (13.2)  (9.9)  873  9 

Total  (4.3)  (4.0)  9,938  100  

Portfolio valuation summary  



11  1 Figures on a proportionally consolidated basis and exclude UK Other and Developments  
2 Premium outlets NEY is based on Cushman & Wakefield exit yields 

Sector (1)  NEY  
31 Dec 2018  

NEY 
increase/ 

(decrease) 
in 2018  

ERV 
increase/ 

(decrease)  
in 2018  

Commentary  
 

% bps  % 

Flagship  destinations  

    UK  5.3  +37  Ķ0,. Yields underpinned by transactions (Highcross, 
Clapham) and Dec 18 RICS guidance  

    France  4.2  Ķ4 +0.5  ERVs driven by leasing at Les Terrasses du Port  

    Ireland  4.4  +4 +2.8  ERV progression at Dundrum and Pavilions 

Premium outlets (2)  5.7  Ķ7 +1.7  Driven by sales growth and remerchandising 

UK retail parks  6.5  +53  Ķ0,5 Weakening transactional evidence and CVA 
impact 

Valuation drivers: yield and ERV movements  
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Internal guidelines  31 Dec 2018  31  Dec 2017  

Net debt   - £3,406m  £3,501m  

Gearing   <85% 63 % 58% 

LTV ° headline (1)  <40% 38%  36% 

LTV ° fully proportionally consolidated (2)  <45% 43%  40% 

Cash and undrawn facilities  - £729m  £958m  

Debt maturing in <2 years  - nil  £491m  

Weighted average cost of debt  - 2.7 % 2.9% 

Interest  cover  >2.0x  3.4x  3.4x  

Net  debt/EBITDA  <10x  9.5x  9.3x  

Fixed rate debt  >50% 74 % 78% 

GBP/EUR  FX balance sheet hedging  70% - 90% 79%  78% 

 
 

Credit ratios  
 

1 Net debt excludes premium outlets and value includes premium outlet net assets  
2 Includes VIA Outlets and Value Retail net debt and property values  
 



Net debt analysis  

3,501  

3,406  

3,406  

c.3,000  

570  

203  204  

127  

230  

117  

2600

2700

2800

2900

3000

3100

3200

3300

3400

3500

3600

Dec 2017 Disposal
proceeds

Net operating
cashflow

Dividend Share buyback Capex Outlet
acquisitions and

other

Dec 2018 2019 target

13  1 On a proportionally consolidated basis, excluding premium outlets  
2 Cvajsbcq qcjjgle amqrq md ¼/5 kgjjgml ufgaf _pc glajsbcb gl «msrjcrq _aosgqgrgmlq _lb mrfcp¬ 
3 Includes £31 million held in escrow for future Croydon land acquisitions and a £16 million movement in capex receivables and payables  
4 Includes outlet acquisitions of £109 million, selling costs, foreign exchange, outlet distributions, debt and loan cancellati on costs, acquisition-related costs and dividends paid to 

non-controlling interests 
 

Net debt  analysis (£000m) (1)  

(4) 

Reduce debt  

(3) 

(2) 



Committed  2018  

Actual  

£m  

2019  

Forecast  

£m  

2020  

Forecast  

£m  

On -site developments  95 70 80  

Other committed capex (1)  74 25 -  

169  95  80  

Discretionary  

Flagship destination investment  43 38 40  

City Quarters  2 7 20  

45  45  60  

Total  214  140  140  

14  

Flexibility over future capital expenditure  

1 2018 includes £31 million  held in escrow for future Croydon land acquisitions  
 

Defer start of 
Brent Cross 
development  

Capex 2018 -2020  



LfL NRI movements  

15  

0.3  

10.4  

4.1  

1.6  

(0.9)  

(1.3)  

(4.3)  

-6 -4 -2 0 2 4 6 8 10 12

Group

VIA Outlets

Value Retail

Ireland Flagships

France Flagships

UK Flagships

UK Retail Parks

LfL NRI  movements across the portfolio (%)  

CVAs ( -2.1%), Westquay 
and Grand Central  

Lower occupancy and 
backdated turnover rent in 
2017  

Rent reviews and leasing 
Growth at all centres  

CVAs ( -4.7%)  

Landquart, Lisbon, 
Mallorca  

Fidenza, Kildare, La Vallée  

Key drivers  



Stand out growth rates from premium outlets  

16  1 All figures at Hammerson share. Source: 2014 -2018 Company Annual Reports and Accounts.  
2 4 year CAGR 2014 -2018  
3 Marketing expenditure derived from Value Retail and VIA Outlets annual reporting packs 
 

 
 

Premium outlets financial summary 2014 -2018 (1)  

2014  2015  2016  2017  2018  CAGR (2)  

£m  £m  £m  £m  £m  

GRI  72 87  101  139  160  22.4% 

NRI  52 66  68  98  113  21.3% 

Marketing expenditure (3)  13 14  23  27  34  26.5% 

Marketing: GRI  ratio  18% 16% 23% 19% 21% 

EBIT 32 37  43  59  68  21.1% 

EBIT margin  44% 43% 43% 42% 43% 

EPRA earnings  17 23  30  38  41  24.8% 

Property valuations  1,028  1,244  1,689  2,234  2,459  24.4% 

EPRA net assets  769  921  1,288  1,575  1,754  22.9% 



2% 3% 4% 5% 6% 7% 8%

}3,000 -5,000/m  

}5,000 -8,000/m  

}8,000 -39,000/m  

Yields on premium outlets  

Premium outlet valuations are driven by sales density levels  

17  1 «Tcpw fgef¬includes Bicester Village, Fidenza Village, Ingolstadt Village, Kildare Village, La Roca Village, Las Rozas Village, La Vallée Village and Wertheim Village 
2 «Fgef¬includes Batavia Stad Fashion Outlet, Maasmechelen Village, Mallorca Fashion Outlet, Vila do Conde Porto Fashion Outlet and Zweibrücken Fashion Outlet 
3 «Kcbgsk¬ glajsbcq D_qfgml ?pcl_ Np_escOutlet, Freeport Lisboa Fashion Outlet, Hede Fashion Outlet, Landquart Fashion Outlet, Oslo Fashion Outlet, Sevilla Fashion 

Outlet and Wroclaw Fashion Outlet 

(1) 

2 

(3) 

Very high (1)  

High  

Medium  

Sales densities illustrate appeal 
to consumers, brands and 
investors  
 
2018 weighted average sales 
density was }10,000/m 2, up 
+5 % YoY  
 
Weighted average NIY 4.70 % 
 
Comparable to European prime 
shopping centres  

Sales densities illustrate 
appeal to consumers, brands 
and investors  
 
2018 weighted average sales 
density was }9,800/m 2 , up 
+5% YoY  
 
Weighted average NIY 4.7%  
 
Comparable to European 
prime shopping centres  
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Medium (3)  
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2018 earnings and future guidance  

30.6  

30.2  

28.1  

27.1  

27.1  

27.6  

31.1  

0.4  

2.1  

1.0  

(0.5)  

(3.5)  

2018

Premium Outlets

Interest, net admin and
other

Development and other

LfL NRI

Net disposals

2017

18  

2018 EPS walk (pence per share)  Debt reduction phase  
2019 -2020  

Negative ° Disposals  Future 2021+  

Neutral ° Flat or net 
acquisitions 

Neutral ° Deferring projects 

Negative  

Neutral  

Positive  

Negative  

Positive  

Neutral  

Positive  

Positive  

Positive  

Positive  

EPS: Positive  EPS: Negative  



Actively managing 
the changing shape 
of retail  
David Atkins - CEO 

19  

label 
Rooftop at Les Terrasses du Port, Marseille  



UK  France  Ireland  Premium 
outlets  

2019 online 
penetration (1)  18%  11%  10%  10%  

Consumer 
spending 
growth 2019 (2)  

1.1%  1.3%  2.2%  3-5%  

Rental income 
growth 2019 -
2020 (3)  

-1.6%  1.1%  4.7%  6.2%  

29 % 

19%  

10%  

25%  

9%  

8%  

F_kkcpqml¬q ecmep_nfga bgtcpqgdga_rgml kgrge_rcq pgqi 

20  
1 Sources: Global Data, CRR Retailmenot 
2 Source: Oxford Economics 2019 forecast. Real prices  
3 Source: PMA 2019 -2020 mall rental growth per annum  
4 Source: Bain 2018 Luxury Goods Worldwide Market Study online penetration reflects global luxury sales  
5 Source: Bain 2018 Luxury Goods Worldwide Market Study based on spending on personal luxury goods 2019 -25  
6 Source: Bain 2018 Luxury Goods Worldwide Market Study. Growth in luxury off -price sales used as proxy for rental income growth as brand sales drive turnover rent 

Hammerson portfolio split by value  

UK flagships 

France flagships 

Ireland flagships 

Premium outlets  

UK retail parks  

Developments and UK other  

48% non -UK  

(4) 

(5) 

(5) 



Responding to our changing markets  

  

21  

Teneo  

Structural shift in retail Elevating experience  

Our response: Leasing strategy  Our response: Leisure & super events 

Luxury sales outperform 

Our response: Premium outlets platform 

Thriving cities  

Our response: City Quarters 



Structural shift in retail  
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Online growth a key factor in declining store numbers  
 

1 Global Data  
2 LDC 

Å Urgent right sizing of 
estates from legacy 
«ctcpw¬ fgef qrpccr rm
«qcjcargtc¬ dj_eqfgn
required  

Å Rest of Europe likely 
to experience faster 
channel shift in 
coming years to 
catch-up 

Channel shift has been fast in the UK  

UK retail  online penetration % (1)  

Those slow to adapt are failing  

UK net store openings & closures by category (2)  
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14.2%  
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Structural shift in retail  
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Differentiation between categories and brands in our UK 
portfolio  
 

1 Source: Tyco  
2 Source: BDO 
3 BRC Nielsen shop price index 

 

Hammerson UK flagship destinations category sales and range  

Home, 
consumer 

brands  
& gifts 

Selected winning brands  

2018 footfall  

Hammerson -1.8% 

Index -3.5% (1) 

2018 sales  

Hammerson -2.9% 

Index  -2.7% (2) 

2018 price deflation (3)  

Non -food -1.5 %  

Clothing -7% 

Dept.  
stores 

(aspirational) 

Leisure Sportswear Health 
& 

beauty 

F&B Jewellery  
&  

personal  
luxuries 

High  
street 

fashion 
(contemporary) 

Fashion 
(aspirational) 

Dept.  
stores 

(mainstream) 

High  
street  

fashion 
(traditional) 
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Structural shift in retail  

24  

Managing the significant increase in tenant failures  

1 Includes UK flagship destinations, UK retail parks and UK other portfolios  
 

Number of units impacted  by CVAs and admins in UK  by category, 2017 -2018  (1)  

86 stores impacted; 80% of 
units trading  

£6m NRI impact in 2018, 
1.7% group passing rent  

7 units impacted YTD 2019  

Add market 
data? 

Selected tenant failures:  

24  

Rent at risk £8.7m (2.5% 
group passing rent) 



Online catchment sales  

Service  

Fulfilment  

Returns  

Brand awareness  

Structural shift in retail  

25  

Successful brands want the right physical presence  
 

1 Source: LDC growth in brands with at least five UK stores, 2013-2019  
 

+11% brands taking space (vs. 2013 ) (1)  
The role of physical  space is 
evolving  

[Brewdog] 

Morphe , Bullring  

Teneo  
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Structural shift in retail  
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Strong leasing volumes in our flagship destinations  

1 New lettings across UK, France and Ireland flagship destinations. 2017: group average lease term 11 years; group average incentive 6 months 

Flagship  destinations leasing (£m)  

2018  Leasing £m  

Principal leasing  17.9  

Reconfigurations  6.4  

Temp  and other  3.5  

 Total  27.8  

Group leasing key facts  

Leasing vs. Dec 17 ERV +6% 

Leasing vs. previous passing +5% 

Average lease term: 11 years (1) 

Average incentive: 6 months (1) 

Flagship l easing  
volumes  

2018  
£m  

2017  
£m  

UK  14.4  13.4  

France  7.3  9.8  

Ireland  2.6  1.9  

 Total  24.3  25.1  



Structural shift in retail  

27  

Actively managing the mix, leasing to winners  

 

1 UK flagship destinations 2018 new lettings 
 

Category  Current mix  Future mix  Rent/ sq  ft  New  
leasing  (1)  

Near -term 
rental levels  

Department stores  38% c.28%  c.£10/ sq ft nil 

High street fashion (traditional)  16% c.10%  c.£30/ sq ft 13% 

F&B  10% c.12%  c.£40/ sq ft 11% 

High street fashion (contemporary)  
 

8% c.12%  c.£30/ sq ft 24% 

Non -fashion  and consumer brands  18% c.20%  >£50/ sq ft 31% 

Leisure/events  6% c.10%  c.£15/ sq ft 14% 

Fashion (aspirational)  4% c.8%  >£30/ sq ft 7% 

100%  100%  100%  

Data being 
reviewed 



Structural shift in retail  
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Proven success with r epurposing department store space  

Cabot Circus: income uplift of £1.1 million, yield on cost +9%  

Former BHS store  TK Maxx  Metro Bank  

Indicative plan  for further repurposing  

Indicative financials  

Income uplift +50% 

Costs c. £20m 

Target yield on cost 5-8% 


