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Sector Challenges

While the UK Industrial & Logistics sector
has demonstrated strong resilience and
growth, it faces a numlber of challenges
that could affect occupier demand,
development, and investment dynamics.

Rising land and construction costs, competition
from adjacent high-demand users such

as data centres, and increasingly complex
regulatory and sustainability requirements

are placing pressure on both developers and
occupiers. Supply chain volatility, energy and

power constraints, and labour availability
further complicate operational planning,
while geopolitical uncertainty and inflationary
pressures can influence investment sentiment
and rental growth.

Challenge

Land Scarcity [
Rising Land Costs

Construction
& Build Costs

Labour & Talent
Availability

Energy & Power
Requirements

Sustainability &
Regulatory Compliance

Supply Chain Volatility

Inflation & Interest
Rate Uncertainty

Geopolitical Risk [
International Trade

Description

Competition for prime sites,
particularly in strategic logistics
corridors, from e-commerce,
3PLs, and data centres

Higher materials and labour
costs; longer lead times

Difficulty attracting and
retaining skilled warehouse
and technical staff

High demand for electricity
to support automation, cold
storage, EV fleets, and data-
intensive operations

ESG, MEES, and planning
regulations; environmental
permitting

Global shocks, geopolitical
tensions, tariffs, shipping
disruption

Rising CPI, borrowing costs, and
development financing costs

Tariffs, conflicts (e.g., Middle
East), Brexit-related trade
considerations

Industrial & Logistics

Implications for

| & L sector

Increased development costs,
pressure on rental levels, potential
push toward secondary or
peripheral locations

Slower delivery of new Grade A
stock; margin compression for
developers

Greater focus on location near
talent pools; investment in staff
amenities and training

Infrastructure investment
needed; reliance on grid capacity
and renewable energy; higher
operational costs

Increased capital expenditure for
new developments; older stock
may become obsolete or require
retrofitting

Occupiers may require more buffer
space; increased demand for
resilient, flexible facilities

Potential impact on rents,
investment yields, and
development feasibility

Delayed investment decisions,
cost volatility, and strategic supply
chain reconfiguration
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Power Demand - A key development bottleneck

Reliable, high
capacity electricity
IS iIncreasingly critical
for modern industrial
and logistics (I&L)
facilities, driven by
automation, cold
storage, EV fleets,
and data-intensive
operations.

To support this, Ofgem has provisionally
approved a £24.2 billion RIIO-3 investment
package (2026/27-2030/31) to upgrade

the UK's electricity grid, including overhead
lines, substations, offshore links, and new
circuits. These upgrades increase available
high-voltage capacity and reliability,
directly enabling the development of high-
specification 1&L facilities. They also connect
up to 126 GW of clean generation, helping
operators meet net-zero and ESG targets.
Overall, this investment is a key enabler for
energy-intensive I1&L developments, ensuring
operational resilience and supporting
lowcarbon logistics operations.

Challenge

Grid Capacity
Constraints

High Energy
Demand from
Automation & Cold
Storage

Competition
for Power (Data
Centres, EV Fleets)

Sustainability / ESG
Requirements

Cost and
Availability of
Upgrades

Impact on I&L Sector

Limits on new
development; delays
in project delivery; risk
of sites being unviable

Operational
bottlenecks; higher
electricity costs; risk of
downtime

Localised bottlenecks;
increased land
competition; risk of
delays for I&L projects

Increased capital
costs; retrofitting
older stock; risk of
obsolescence

Higher capex; slower
delivery of Grade A
facilities; potential loss
of tenants

Industrial & Logistics

Mitigation / Response

Developers need early engagement with grid
operators; phased site connections; site selection
near upgraded substations. National Grid

and Ofgem investment in strategic electricity
corridors; streamlined connection approvals

for high-demand industrial sites; support for
regional grid reinforcement projects.

On-site generation (solar PV, battery storage,
combined heat and power); demand scheduling
and smart energy management systems;
energy efficiency upgrades for lighting, HVAC,
and racking systems. Government incentives
and grants for energy efficiency and

low-carbon solutions (e.g., Industrial Energy
Transformation Fund).

Strategic location planning to avoid high-
demand grid zones; phasing high-load
equipment (e.g., EV chargers); collaboration

with utilities for flexible or dedicated supply.
Government support for energy network planning
and priority infrastructure allocation for key
industrial sectors.

Renewable energy integration, carbon reduction
initiatives, and compliance with MEES and

ESG reporting; use of energy-efficient building
materials and systems.

Government schemes for net-zero alignment,
such as funding for on-site renewables and
low-carbon industrial development.

Long-term energy agreements with

suppliers; joint investment with utilities for grid
reinforcement; modular or scalable energy
solutions. Government support via planning
incentives, infrastructure funding,

and simplification of approval processes for
high-power industrial projects.

Walker Sime is currently supporting United Utilities and National Grid in delivering key infrastructure
upgrades across the region, both including wastewater network improvements and treatment asset
enhancements. Our national role spans programme management, design support, and construction

delivery, ensuring regulatory compliance, operational resilience, and long-term asset performance in
line with AMP8 objectives. We work collaboratively with stakeholders and supply chain partners to drive
efficiency, innovation, and sustainable outcomes that enhance service reliability for customers and
communities.
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Sustainability & ESG Requirements

Sustainablility and ESG considerations have

mMoved from a secondary concern to d
central pillar of the UK I&L sector.

Regulatory tightening, investor mandates,
occupier expectations, and corporate
net-zero commitments are collectively
reshaping development strategy and asset
management. Compliance with Minimum
Energy Efficiency Standards (MEES),

carbon reporting obligations, and evolving
environmental legislation means that both
new-build and existing stock must demonstrate
strong environmental performance to remain
competitive and lettable.

For occupiers, ESG is no longer solely
reputational — it directly affects operating
costs, talent attraction, supply chain
compliance, and access to capital. For
investors and developers, strong sustainability
credentials underpin asset liquidity, rental
growth potential, and long-term value
preservation. As a result, Grade A stock is now
typically designed with energy efficiency,
renewable integration, and operational
flexibility emmbedded from the outset, while
older secondary stock faces growing
obsolescence risk without targeted retrofitting.

Industrial & Logistics

Implications
: for Occupiers &
Driver Developers

Requirement /

Market Impact

Need for EPC B (and anticipated
MEES & EPC tightening beyond 2030);

Compliq nce retrofit of older stock

Risk of stranded assets; capex
required to maintain lettability

Integration of low-carbon
design, embodied carbon
reduction, lifecycle assessment

Premium for best-in-class assets;

Net Zero Carbon . ; )
increased investor scrutiny

Targets

LED lighting, high-spec
insulation, efficient HVAC
systems, smart metering

Lower operating costs; improved
occupier retention

Energy Efficiency

Solar PV, battery storage, EV Reduced grid reliance; supports

On-Site Renewable charging infrastructure power resilience strategy

Generation

Sustainable Low-carbon concrete, recycled
. steel, modern methods of Higher upfront costs but long-term
hCAOI:St!'UI(:tlon construction environmental benefit
ateriais

Rainwater harvesting, waste
reduction strategies, circular Growing requirement in corporate
economy principles ESG reporting

Water & Waste
Management

. . Green roofs, landscaping,
Biodiversity & biodiversity net gain
Site Design compliance

Increasing planning condition;
improves community integration

Social & Governance Amenity provision, workforce Supports talent retention and
I b wellbeing, governance institutional investment appeal
Factors transparency
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Freeports & Investment Zones

On 23 June 2025,
the UK Government
oublished the
Industrial Strategy
/ones Action Plan,
oringing together
the Freeport and
Investment Zone
orogrammes to
support regional
economic growth

and investment.

Freeports provide a range of incentives
including tax reliefs, customs benefits,
simplified planning processes, and
infrastructure funding, designed to attract
investment in trade, manufacturing, and
logistics sectors. Key locations include
Teesside, Humber, Liverpool City Region,
Thames, and Solent Freeports.

These zones aim to support the growth of
advanced manufacturing, clean energy
industries, and port-centric logistics
operations. While the long-term economic
impacts are still emerging, early market
activity indicates increased development
interest around major port infrastructure and
energy transition supply chains.

Freeports are particularly relevant to sectors
such as aerospace, defence, offshore wind,
hydrogen production, and high-value
manufacturing, which align closely with the
evolving occupier profile of the industrial and
logistics market.

Industrial & Logistics

Teeside Freeport

Liverpool City
Region Freeport

Humlber Freeport

East Midlands
Freeport

Freeport East

Thames Freeport
Plymouth and
South Devon
Freeport

Solent Freeport
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Scotland
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Greater
London

South West

Regional Market Dynamics

Industrial & Logistics

Demographics are a key driver of demand
within the UK Industrial & Logistics sector.
Population size, density, workforce
availability, and consumer behaviour
influence warehouse location, scale, and
investment viability. While macroeconomic
conditions shape short-term sentiment,
underlying demographic trends continue
to support structural growth, particularly in
urban logistics, national distribution, and
advanced manufacturing clusters.

South East & London

Home to over 20 million people, the South East
and London drive strong demand for last-mile
and same-day delivery hubs. High incomes
support e-commerce and premium goods
distribution, while urbanisation increases the
need for strategically located infill logistics.
Limited land and planning constraints restrict
development, and competitive labour markets
can raise operating costs.

Midlands (Golden Triangle)

The Midlands’ Golden Triangle offers central
access to 90% of the UK population within a
four-hour HGV drive. Moderate wages, skilled
logistics labour, and excellent motorway
connectivity make it the nation’s core hub for
large-scale distribution, e-commerce, retail,
and 3PL operations.

North West

Anchored by Manchester and Liverpool, the
North West supports regional distribution and
advanced manufacturing, benefiting from
competitive labour costs, strong port access,
and growing digital and tech sectors. High-
specification facilities are in demand from
investors and occupiers.

Yorkshire & Humber

Strategically located along the M62
corridor, Yorkshire & Humber offers a skilled,
cost-competitive workforce with strong
manufacturing and industrial heritage.

The region supports regional distribution,
advanced manufacturing, and port-linked
logistics.

North East

Centered on Newcastle, Sunderland, and
Teesside, the North East provides a skilled
workforce for advanced manufacturing,
energy, and Freeport-linked logistics. Lower
wages attract cost-sensitive operations, while
sector-specific expertise supports long-term
investment despite slower population growth.
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