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Why Invest in Commercial Real Estate (CRE) in 2024-2025?

2024 and 2025 is shaping up to be a pivotal year for CRE investment due to a mix of economic
recovery, demand for greener buildings, and urban development initiatives. Wolverhampton and
Birmingham are emerging as two of the most attractive investment destinations in the UK, driven by:

» Strong local economies and significant infrastructure projects.
» High demand for residential units, especially affordable and student housing.
» Sustainability becoming central to the CRE sector.

The Real Estate Market in Wolverhampton & Birmingham

An Overview

Wolverhampton:

» Current Property Market: Wolverhampton's residential market is experiencing demand
growth, driven by affordability and a wave of redevelopment projects.
» Average Yields: 6%-7% yield for residential blocks of flats. For commercial properties, yields
are around 5%.
» Major Projects:
¢ The i9 Development is a flagship office space attracting new businesses.
¢ Springfield Campus is expected to bring more students, boosting demand for flats.

Birmingham:

» CRE Market Snapshot: Birmingham’s rental market is booming due to strong demand for
flats, particularly among students and professionals. The office space market is recovering well,
with hybrid working models boosting demand for flexible workspaces.

» Average Yields: Residential yields range between 5.5% and 6.5%. For offices, the average yield
is 4.5%-5%.
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> Key Projects:
¢ The HS2 Project is expected to transform Birmingham into a major transport hub,
significantly boosting property values.
¢ Smithfield Development: One of the largest regeneration projects in Europe, expected
to deliver 2,000 new homes, commercial space, and retail outlets.

Key Sectors

Residential Blocks of Flats:

The growing population of students and young professionals in Birmingham and Wolverhampton
provides a stable rental market for investors. With the expansion of university campuses, blocks of flats
with 10 or more units present a significant value-add opportunity.

Office Space:

Birmingham’s office market is becoming more attractive with a shift toward environmentally friendly
buildings. Distressed office blocks are ideal for conversion or green retrofitting to accommodate the
demand for hybrid work environments.

Retail and Mixed-Use:

Retail spaces have suffered post-pandemic, leading to more value-add opportunities. Investors can
convert underperforming retail units into residential or mixed-use spaces.

Investment Strategies in 2024-2025

Value-Add & Distressed Properties

Investing in distressed properties offers an opportunity to acquire underpriced assets and add
significant value through redevelopment. This includes upgrading the property, introducing
sustainability features, or reconfiguring the building for new tenants.

Case Study 1: Value-Add Opportunity in Wolverhampton

A distressed block of 12 flats in Wolverhampton was purchased for £600,000. After a £250,000
refurbishment focused on energy-efficient improvements (solar panels, LED lighting, insulation), the
building now generates rental income of £72,000 per annum, achieving a 10.5% yield and a 25% uplift
in property value.
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Green Retrofit Opportunities

Sustainability has become a top priority for both investors and tenants. Retrofits aimed at improving a
building's energy efficiency, such as upgrading insulation, installing solar panels, and utilizing energy-
efficient systems, increase property value and appeal.

Estimated ROI of Green Retrofits in a 10-Unit Residential Block
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Example: Estimated ROI of Green Retrofits in a 10-Unit Residential Block

> Initial Cost of Retrofit: £120,000

» Energy Savings per Year: £10,000

» Additional Rental Income Due to Sustainability Features: £5,000/year
» ROI after 10 years: ~20%

Financing & Tax Incentives

Financing Your CRE Investments

There are several financing methods available for CRE investors, including:

» Bridging Loans: Ideal for short-term funding of distressed property purchases.

Further Learning and Data:
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» Traditional Mortgages: Long-term financing options with competitive interest rates.
» Private Equity: Suitable for large-scale developments, often providing flexibility in funding
retrofits and other enhancements.

Government Grants & Incentives

» Social Housing Decarbonisation Fund: Funding for insulation and energy efficiency upgrades.

» Stamp Duty L.and Tax (SDLT) Relief: Possible reductions for properties that achieve certain
energy standards.

> Enhanced Capital Allowances (ECA): The ECA allows businesses, including commercial
landlords, to claim 100% first-year tax relief on investments in energy-saving technologies and

water-efficient equipment.

> Boiler Upgrade Scheme (BUS): It offers grants to property owners to install low-carbon
heating systems, such as heat pumps and biomass boilers.

Risks & Challenges

Regulatory Compliance

Adhering to UK’s Minimum Energy Efficiency Standards (MEES) is critical. Properties below certain
energy efficiency ratings could become unlettable, requiring investors to plan retrofits in advance.

Risks

Potential risks include rental market fluctuations, regulatory changes, and economic downturns.
However, these risks can be mitigated by focusing on areas like Wolverhampton and Birmingham,
which have long-term growth potential due to ongoing regeneration.

Further Learning and Data:
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2024-2025 Market Predictions for Wolverhampton &
Birmingham

Wolverhampton’s CRE Outlook:

> Residential Growth: With a focus on affordable housing, demand is expected to grow by 3%-
4% per year.

» Commercial Space: The office space market is expected to stabilize with moderate demand for
modern workspaces, boosted by companies moving away from London.

Birmingham’s CRE Outlook:

> Residential Demand: Strong demand, particularly for centrally located flats, driven by
professionals and students.

» Impact of HS2: Property values near the new HS2 rail lines are expected to increase by 5%-7%
over the next five years.

How to Get Started with CRE Investment

Finding the Right Investment Opportunity

Partner with local experts to identify properties with value-add potential in key regeneration zones.
Look for:

» Proximity to transportation hubs (e.g., HS2).
» Areas targeted for redevelopment.

» Areas with sustained population growth over a 5 year period.

Working with a Property Manager or Developer

Hiring a professional property management team ensures a seamless refurbishment and leasing process.
Network with developers who have experience in rehabilitating distressed properties. Form joint
ventures where both parties share the profits according to a pre-agreed structure.

View our Guide for Accredited Investors

Further Learning and Data:
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Case Studies of Successful Projects

Case Study 2: Redevelopment of a Distressed Office Block in Birmingham

» Purchase Price: £1.2 million

> Retrofit Cost: £400,000

» Value Created: After retrofitting with solar panels, smart HVAC systems, and flexible office
space design, the building was sold for £2.5 million, generating a £900,000 profit.

Final Thoughts

Wolverhampton and Birmingham represent two of the UK’s most exciting CRE markets in 2024 and
2025. With the right strategy, especially one focused on green retrofitting and value-add opportunities,
investors can achieve high returns in these growing cities.

Birmingham's real estate market, particularly in blocks of flats with value-add potential, offers
significant opportunities for investors. While prices have risen in recent years, the market remains
accessible for buyers seeking distressed properties with upside potential through renovations. The city's
continued population growth, expanding transportation networks, and ongoing investments in
redevelopment will likely keep rental demand high and property values on an upward trajectory.

Wolverhampton has gone through an economic boom in recent years. With a £4.4bn redevelopment
investment and a massive overhaul of its transportation network there is plenty of room for future
economic growth. The number of active businesses in Wolverhampton has been on a consistent uptrend
since 2020, and the 5 year survival rate for newly formed businesses is higher than that of other cities
in the West Midlands.

The Wolverhampton area is the third most densely populated city in the West Midlands and home to
the UK’s most successful enterprise zones (the i54).
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