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Town centres face both challenges and opportunities 
that will shape their future in 2023 and beyond.  
Our shopping and working habits continue to change 
with a commensurate impact on our urban places. 
The governments continued Levelling Up agenda is 
set to impact many town centres, with funding and 
partnerships being used to drive regeneration and 
development. Additionally, the upcoming Business 
Rates revaluation should, in the main, help the 
high street. 

Here, the Montagu Evans Town Centres sector team 
delve into the key trends and challenges for the sector 
in 2023.

DEPARTMENT STORES WILL STAY HIGH ON THE AGENDA
PAUL SURGEON
The use of large retail warehouse space has emerged in many 
towns as the more dominant retail location and is attempting 
to trump the traditional high street mix. Department stores 
are down but not out and are continually adapting; those that 
remain are coming out fighting. Changes to the Business Rates 
assessments for the 2023 Revaluation are set to give a further 
boost in reducing overall operating costs.
 
In relation to those department stores that have closed,
despite a relatively high vacancy rate of 33%*, there are 
clear signs that these premises can enjoy a second life with 
a different balance of offer in the correct location.

There is plenty of noise around retail to residential/offices, and
there are some innovative examples of how this is working but
is this hype over reality or will the more affluent locations which
retain high residential and office values see more mixed-use
schemes coming to fruition in 2023?

I see Department Stores whether as retail or an alternative 
use, continuing to play a crucial role in our Town Centres as we
move into 2023 and beyond. 

Paul Surgeon leads the Department Store Repurposing Team 
and specialises in providing strategic business rates advice to 
large landlord and developer clients in the Town Centre space.

*DATA SHOWS FORMER DEBENHAMS, BHS, HOUSE OF FRASER AND MARKS & 
SPENCER DEPARTMENT STORES*

LEVELLING UP WILL TAKE A NEW DIRECTION 
MORGAN REECE 
2023 will be pivotal for the Government’s Levelling Up agenda. 
Whilst the Autumn Statement confirmed that the delayed 
Round 2 of the Levelling Up Fund would go ahead as planned, 
the rapid deterioration of the economic situation means that 
political and economic headroom for further big spending 
interventions has diminished significantly. Further compounded 
by the Sunak administration’s desire to emphasise his ‘small 
state’ credentials to help win back traditional Tory voters.

I think the DLUHC will be asked to do more with less in the 
run-up to the 2024 General Election – more on-the-ground 
delivery of meaningful change to bolster the proposition to the 
red wall, but with less new money to achieve it. 

For Town Centres, I see Homes England expanding its role 
in brokering innovative funding and partnership solutions to 
new urban settings – with place a greater emphasis on the 
fundamentals of unlocking area-based regeneration (such as 
the delivery of enabling infrastructure and land assembly) and 
less on one-off capital grants for individual (and sometimes 
isolated) projects.

I also consider it likely that Labour will begin to outline its own 
proposals for Levelling Up as its 2024 manifesto starts to take 
shape, and local leaders in Labour-controlled Local Authorities 
will be making their voices heard within the party to ensure that 
Town Centre regeneration remains on the agenda regardless 
of who occupies no. 10.

Morgan Reece is an associate specialising in Socioeconomics. 
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SIGNIFICANT IMPACT FROM THE BUSINESS 
RATES REVALUATION
BEN PAIN
In November, the Valuation Office Agency published their 
Draft Rating List for the 2023 Revaluation for England and 
Wales, a 3-year list effective from 1st April 2023 and based on 
rental values as of 1st April 2021. Retail has been one of the 
big winners, with an average 10% reduction, whereas Industrial 
properties are seeing a 27.1% increase. The other uses that see 
significant changes for 2023 include:

With the Valuation Date set during a lockdown and amidst a 
Covid backdrop, rental analysis is complicated. Murmurs in the 
industry suggest that the VOA have been forced to use rents 
collected from the cancelled 2021 Revaluation (with a 2019 
valuation date at pre-pandemic levels) due to the scarcity of 
evidence available. I predict plenty of challenges to the list 
in 2023. 

Ben Pain is a specialist in Non-Domestic Rates working on 
town centre projects across the UK.

CHALLENGES FOR ONLINE RETAILERS
INMA LATORRE
E-commerce in the UK represents 25% of the share of overall 
retail sales, making the UK the 4th largest e-commerce market 
in the World. Pre-pandemic, this figure was just below 20%, but 
during the Pandemic, E-commerce reached its peak at 36% of 
penetration in Q1 2021.

I expect that during 2023 this figure will continue to stabilise in 
the region of the mid-twenties.

During 2023, omnichannel retailing will continue converging the 
online and offline shopping experiences, and we will see a lot 
of pure online retailers moving into a “click to brick” scenario 
to provide the omnichannel experience that current customer 
requests and that most of the traditional physical retailers are 
now providing to their customers.

While during the last five years, many retailers have fallen into 
administration and CVA, I believe 2023 will be the year where 
we will see more pure online retailers than traditional ones 
falling into insolvency. This is due mainly to the increase in 
fulfilment and shipping prices and the decrease in 
customer demand.

Additionally, pure online retailers will have to face a significant 
challenge over the next year with the increased customer 
concern about the impact of their purchasing habits on the 
environment. The World Economic Forum estimates that parcel 
deliveries will increase by 78% globally by 2030, resulting 
in 32% more emissions. Packaging is the largest source 
of e-commerce emissions, six times higher than products 
purchased in-store.

The e-commerce has been historically mainly focus on 
individual consumer’s convenience and satisfaction. But as 
consumers trends evolved, they will need to evolve with them. 
Similarly, as any individual action influences the community, it 
is my belief that to be genuinely sustainable, 2023 is when local 
authorities should look to work with stakeholders to properly 
adapt their town centres to e-commerce with appropriate 
planning and transport policies to make sure online shopping 
positively impacts economic growth and sustainability.

Inma Latorre is an asset manager working primarily on retail 
and town centre assets.

USE CHANGE IN RV

Offices

Museums and Art Galleries

Department Stores

Bingo Halls (-29%)

Casinos (-28%)

Hotels & Guest Houses (-27%)

Pubs (-17%).

Film and TV Studios, with average 
increases of 138%

Hospitals & NHS Surgeries, Schools, 
Bus Garages and Fire Stations will see 
average increases of 8.5 to 19% and 
whilst.

Pubs are down, breweries and 
distilleries are up 29%. 

Show Homes

Crematoria

Sports Stadia

10.2% 

138% 

29% 

62% 

49% 

39% 

8.5-19% 

60% 

29% 

27% 

34% 

28% 

17% 
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THE IMPORTANCE OF PUBLIC/PRIVATE PARTNERSHIPS 
WILL RISE 
SIMON HOPE
The importance of Public Private Partnerships (PPPs) to 
deliver cannot be overstated. I see 2023 bringing a renewed 
focus on establishing well-structured and resourced PPPs to 
progress schemes through planning in readiness for delivery 
in 2024 and beyond. Given the complex gestation period for 
town centre schemes, my experience shows the importance 
of setting out the early groundwork during 2023 in finding 
the right partners so schemes can be positioned to take 
advantage of improving economic conditions and be capable 
of being shovel-ready. 

With the current economic headwinds and caution around 
speculative development expenditure, the private sector 
continues to see value and opportunity in town centres, but 
this relies on working closely with the public sector to shape 
place-making and help manage risk.

Local government finances are facing competing pressures, 
especially those unitary authorities responsible for social care, 
education and highways. Local government’s commitment to 
unlocking economic development is undiminished, and their 
role, working with the likes of Homes England, will continue to 
play a crucial role in regeneration partnerships.

Against this background, I see the scope for PPPs increasing 
WITH the delivery of schemes supported by anticipated 
Levelling-Up funding announcements, for example, will be part 
of this drive. As ever, the important reminder is that it is not 
one size fits all and as town centres evolve, so does the private 
sector skill base; therefore, it is critical at the outset to make 
sure there is an alignment of interests in securing the right 
resources and expertise to match the individual 
project objectives. 

Simon Hope works with local authorities in delivering 
regeneration schemes.

MORE COUNCILS WILL PURCHASE TOWN 
CENTRE ASSETS
ADRIAN PEACHY
The current financial and economic dynamics do not favour 
financing these projects in a way we have been used to for the 
last 30-50 years. 

Long-term owners of key town centre retail assets, including 
funds and REITs, cannot support the investment needed to 
adapt without rental growth and a sustainable occupier and 
debt market.

The private sector investment focus is highly return driven and 
focused on the ‘red line’ ownership under their control. 
This approach cannot deliver the change required to sustain 
our towns.

A long-term strategic approach to an entire town centre with a 
forward-looking and cohesive master plan is vital, and that 
is why I predict more councils will be looking to purchase town 
centre assets during 2023.

A number of Local Authorities have to date acquired their key 
town centre assets, such as shopping centres, having satisfied 
that the ‘case for intervention’ is compelling, desirable and, in 
most cases, vital.

As average UK shopping centre capital values transacted 
have dropped in 2022, the risk of doing nothing and having a 
confused (or no) strategy for a town centre becomes politically 
unacceptable. Central Government funding remains available 
for compelling strategic site acquisition.

With debt markets turned off by town centre retail, this is 
why I foresee local authorities continuing to make a case for 
intervention. I predict a further 12 shopping centre acquisitions 
occurring in 2023. Many will then form joint ventures, 
partnerships or appoint a delivery expert to help co-finance 
and deliver the vision. The next 20 years will be exciting ones 
for Britain’s Town Centres, far more so than the last 20 have 
been. Manage decline to manage change and growth.  
Watch this space!

Adrian Peachey helps investors and local authorities in the sale 
and purchase of town centre assets.

THE NHS WILL PARTNER WITH TOWN CENTRES TO 
PROVIDE CDCs
JOHN PERCY
Over the past few months, the headlines have been dominated 
by an ‘NHS Crisis’. The causes of this are manifest. However, 
our hospitals are under severe strain with significant backlogs 
of patients. Part of this solution is to refer patients away from 
hospitals and into Community Diagnostic Centres (CDCs), 
which the government hopes to roll out 160 by 2025. This is a 
problem which will not be solved overnight.

Shopping Centres and other town centre retail spaces can 
offer a viable option for these CDCs. In Dorset, a CDC has been 
created on the top floor of the former Beales, offering eye 
testing, breast screening and 16 clinical rooms.

A CDC was also created as part of the Glassworks 
development in Barnsley, offering similar diagnostics.

I predict continued engagement in vacant retail space as part 
of a suite of new uses bringing community services to town 
centres supporting continued regeneration and adaptation. 

John Percy is a specialist in development and heads the Town 
Centre Sector group at Montagu Evans.
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OUR TOWN CENTRE TEAM SUPPORT CLIENTS IN 
SOLVING COMPLEX DEVELOPMENT CHALLENGES - 
UNLOCKING NEW SITES AND OPPORTUNITIES. 
FOR MORE INFORMATION ON HOW WE CAN HELP  
TALK TO ONE OF THE TEAM

T 07730 817 060

PAUL SURGEON
IS A  PARTNER SPECIALISING 
IN RATING

T 07825 434 065

MORGAN REECE 
IS AN ASSOCIATE SPECIALISING 
IN SOCIO-ECONOMICS

T 07884 234 054

BEN PAIN
IS AN  ASSOCIATE SPECIALISING 
IN RATING

T 07818 012 426

INMA LATORRE
IS AN  ASSOCIATE SPECIALISING IN 
ASSET MANAGEMENT

T 07802 199 814

SIMON HOPE
IS A  PARTNER SPECIALISING 
IN DEVELOPMENT

T 07976 423 253

ADRIAN PEACHY
IS A  PARTNER SPECIALISING IN 
TOWN CENTRE INVESTMENT & REGENERATION

T 07730 817 060

JOHN PERCY
IS HEAD OF TOWN CENTRE SPECIALISING 
IN DEVELOPMENT & REGENERATION
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